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management and rural development. His international experience is mainly from
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ENGLISH SUMMARY

The countries in Central and Eastern Europe began a remarkable transition from
centrally planned economies towards market economies in 1989 when the Berlin
Wall fell. Land reforms were high on the political agenda in most of the countries.
In some countries, land reforms resulted in a complete break-up of the large scale
collective and state farms, while in other countries the farm structures
fundamentally remain the same as before beginning of transition. In many
countries in the region, land reforms have resulted in farm structures dominated
by small and fragmented farms, which are not competitive in the globalized
economy. Drawing on the classical theory on land fragmentation, this PhD study
explores the coherence between the land reform approaches applied in 25 study
countries and the outcome in form of farm structures and the fragmentation of
both land ownership and land use.

During the quarter of a Century, which has passed since the beginning of
transition, most of the Central and Eastern European countries have introduced
land consolidation instruments to address the structural problems with land
fragmentation and small farm sizes. The PhD study analyses the experiences from
introduction of land consolidation and land banking instruments in 25 countries
in the region and provides the first full overview of the experiences achieved. Seven
of the countries already have ongoing national land consolidation programs while
land consolidation instruments have been introduced in further 13 countries,
which not yet have an operational programme. Based on the analysis, it can be
expected that additional four to five countries in the region may have ongoing
programmes within the next four to five years.

While land consolidation instruments are well on the way and still developing in
the region, land banking instruments have largely failed in the region, at least as
tools for supporting land consolidation programs. Based on the limited theory
available, the analysis have revealed how limited land mobility is often hampering
the outcome of land consolidation projects and also documented the need for land
banking instruments in support of land consolidation programmes. Finally, the
research has documented the need for a land consolidation model more suitable
for the Central and Eastern European context than the classical models usually
applied. Such a model, integrated voluntary land consolidation, has been
presented and discussed.

This thesis includes five papers accepted for publication in international peer-

reviewed journals, of which four are already published, and two working papers
published by FAO in their Land Tenure Working Paper Series.






DANSK RESUME

Landene i Central og @steuropa begyndte en bemaerkelsesverdig udvikling fra en
central planlagt gkonomi mod markedsgkonomi, da Berlinmuren faldt i 1989.
Jordreformer stod hgjt pa den politiske dagsorden i de fleste af landene. I nogle
lande forte jordreformer til en komplet oplesning af de store kollektiv- og
statslandbrug, mens landbrugsstrukturerne i andre af landene fortsat er stort set
uforandrede. Jordreformer har i mange af landene i regionen medfort
landbrugsstrukturer domineret af darlig arrondering og sma ejendoms- og
bedriftssterrelser, der ikke er konkurrencedygtige i den globaliserede gkonomi.
PhD studiet har med baggrund i den klassiske teori omkring problemerne med
darlig arrondering undersggt sammenhangen mellem de anvendte jordreforms
tilgange i 25 studielande og reformernes resultater i form af landbrugsstrukturer
og arronderingsforhold.

De fleste af landene I Central og Osteuropa har i lgbet af det kvarte drhundrede,
der er forlgbet siden Berlinmuren faldt, introduceret jordfordeling som redskab til
at handtere de strukturelle problemer med darlig arrondering og sma ejendoms-
og bedriftsstarrelser. PhD studiet analyserer introduktionen af jordfordelings- og
jordkebsinstrumenter i de 25 lande i regionen og giver for forste gang et fuldt
overblik over erfaringerne. Syv af landene har allerede igangveerende
jordfordelingsprogrammer, og jordfordelingsinstrumenter er blevet introduceret
i yderligere 13 lande, uden at de endnu kan siges at have igangveaerende
programmer. Med baggrund i undersggelsen kan det forventes, at yderligere fire
til fem af landene i regionen vil have operationelle programmer i lgbet af de naeste
fire til fem ar.

Hvor udviklingen af jordfordelingsinstrumenter er godt pa vej, sé har jordfonde
indtil videre ikke sldet an i regionen, i hvertfald ikke som stgtte til jordfordeling.
PhD studiet afdeekker med udgangspunkt i den begraensede tilgengelige teori
omkring jordmobilitet, hvordan lav jordmobilitet ofte er en ganske begraensende
faktor for resultatet af jordfordelingsprojekter og har derved dokumenteret
behovet for jordfonde som statte til jordfordeling.

Endelig dokumenterer forskningsprojektet behovet for en jordfordelings-model,
der er mere egnet til en Central og Osteuropaeisk sammenhang end de klassiske
modeller. En sddan model, integreret frivillig jordfordeling, bliver praesenteret og
diskuteret.

I afhandlingen indgér fem artikler, der er accepteret til udgivelse i internationale
fagfellebedomte tidsskrifter, hvoraf de fire allerede er publiserede, samt to
working papers, der er udgivet af FAO i deres Land Tenure Working Paper serie.
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PART 1

Introducing land reform and land consolidation
in Central and Eastern Europe

Part 1 of this PhD thesis introduces the land reform and land consolidation efforts,
which were initiated in 25 countries in Central and Eastern Europe (CEE) after the
Berlin Wall fell in November 1989 and the transition from centrally planned to
market economy began.

Chapter 1 — Introduction to land reform and land consolidation in Central and
Eastern Europe — sets the scene for the research project. The background for the
project is explained both in terms of the situation and developments in the CEE
countries but also in terms of background and motivation of the author. The scope
of the research and the research questions are presented as well as the delimitation
of adjacent problem fields. The structure of the thesis is explained.

In Chapter 2 — Methodology — is providing an overview and discussion of the
research methodology and the working process applied in the specific chapters.

In Chapter 3, the Danish land consolidation and land banking tradition is
analyzed and discussed. The chapter is subsequently used as a reference for
analyzing the introduction of land consolidation and land banking in the CEE
countries. The chapter is a peer-reviewed paper published in the Danish Journal
of Geoinformatics and Land Management, Year 122, Vol. 47, 1-7 (2014).

Chapter 4 is a peer-reviewed paper published by FAO in the Land Tenure Journal
no. 2/2012. The paper provides the full picture in one CEE country — Moldova —
of land reform, its outcome in form of land fragmentation and farm structures as
well as the experiences so far with regard to introduction of land consolidation.
The paper was written in the beginning of the research process and has also served
the important objective of final adjustment of the research scope and the
connected research questions.
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CHAPTER 1

1 INTRODUCTION TO LAND REFORM AND
LAND CONSOLIDATION IN CENTRAL AND
EASTERN EUROPE

The fall of the Berlin Wall in 1989 started the beginning of transition from
centrally planned economy to a market economy in the countries in Central and
Eastern Europe (CEE). The transition process was in the region driven by a
mixture of political and economic objectives and in some of the countries also by
a strong drive for independence.? Land reforms and restructuring of the traditional
large-scale socialist farms were in all CEE countries a key part of the overall
agrarian reforms. During the 1990s, most of the countries in the region conducted
land reforms to privatize state and collective farms and in parallel build up land
administration systems. However, these land reforms are only the latest in a
succession of land reforms in most of the CEE countries during the last century.
In this perspective, the first land reforms were often carried out between the two
World Wars. Again immediately after the Second World War, many countries
implemented land reforms where land was confiscated from German owners and
collaborators during the war, as well as from large estates, and was distributed to
the landless rural population and to small family farms. From the early 1950s, the
collectivization process began in most of the countries, which can be seen as the
third land reform and finally the land reforms that began after 1989 are thus the
fourth wave in many countries. It is important to bear in mind also these previous
reforms and their considerable impact on living conditions in rural areas when
discussing the recent land reforms and their outcome.

25 years have passed since the beginning of transition and land reforms have been
conducted and also finalized in most of the countries in the region. Based on local
preconditions, e.g. previous land reforms and their outcome, the countries applied
a variety of land reform approaches with the main methods being the restitution
of ownership to former owners and the distribution of agricultural land in either
physical parcels or land shares to the rural population.

1 Lerman, Z. et al. (2004a): Agriculture in Transition — Land Policies and Evolving Farm
Structures in Post-Soviet Countries. Lexinton Books, p. 3.
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In some CEE countries, land reforms after 1989 have completely changed the farm
structures that existed during the socialist era while in other countries the farm
structures remain basically the same. As a result of the recent land reforms the
ownership of agricultural land has become fragmented to a medium or high extent
in almost all the countries. In Poland and ex-Yugoslavia, ownership of agricultural
land is highly fragmented but this is mainly due to the continued existence of farm
structures that existed prior to the Second World War. In most of the countries in
the region also the land use is fragmented. In addition, the average agricultural
holding and farm sizes are small in CEE when compared to those of Western
Europe.

Governments in the region have during the 1990s and 2000s mostly recognized
the need to address the structural problems in agriculture with land fragmentation
and small farm sizes and land management instruments such as land
consolidation and have been introduced to address the problems. Some of the
countries already have ongoing national land consolidation programmes while
others are in the process of preparation for operational programmes.

A number of books and research papers have from mid-1990s and onwards been
published on land reform in individual CEE countries and a few comprehensive
overviews have been provided (e.g. Swinnen et al. 1997 2; Wegren, 1998 3;
Giovarelli and Bledsoe, 2001 4; Lerman et al. , 2004 5; Sedik and Lerman, 2008 ¢).
Also in relation to the introduction of land consolidation and land banking, a
number of research and conference papers have been pubslihed analysing the
situation in individual countries but very few comparative papers exist (e.g. Van
Dijk, 2003 7; Thomas, 2006 8; Hartvigsen 2006 9). However, this PhD thesis
reports the first comprehensive study of: i) the coherence between applied land
reform approaches in Central and Eastern Europe after 1989, ii) the outcome of
land reforms in form of farm structures and land fragmentation and iii) the
introduction of land consolidation and land banking instruments to address the

2 Swinnen, J. et. al. (Eds) (1997): Agricultural Privatisation, Land Reform and Farm
Restructuring in Central and Eastern Europe. Ashgate Publishing Ltd., Aldershot.

3 Wegren, S. (Edt.) (1998): Land Reform in Former Soviet Union and Eastern Europe.
Routledge.

4 Giovarelli, R. and Bledsoe, D. (2001): Land Reform in Eastern Europe. FAO.

5 Lerman, Z. et al. (2004): Agriculture in Transition — Land Policies and Evolving Farm
Structures in Post-Soviet Countries. Lexinton Books.

6 Sedik, D. and Lerman, Z. (2008): Land Reform, Transition, and Rural Development.
Development & Transition no. 11/December 2008. UNDP and London School of Economics
and Political Science.

7 Van Dijk, T. (2003): Dealing with Central European land fragmentation — A critical
assessment on the use of Western European instruments. Eburon.

8 Thomas, J. (2006). Attempt on Systematization of Land Consolidation Approaches in
Europe. Z{V - Zeitschrift fiir Geodaesie, Geoinformation und Landmanagement 3/2006.

9 Hartvigsen, M. (2006): Land Consolidation in Central and Eastern European Countries.
Conference paper for FIG Congress, Munich 2006.
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structural problems in agriculture. The study includes 25 countries in CEE from
the Baltic and Central European countries in the west, to the Russian Federation
and the small Transcaucasus countries in the east, and to the Balkan countries in
the south.

The study of land reform and land consolidation in CEE has been conducted in the
period January 2012 — January 2015 at Aalborg University, Department of
Development and Planning. The project has been supported by the Ministry of
Higher Education and Science under the Industrial PhD Programme. The author
(PhD fellow) has an educational background as Chartered Surveyor with
specialization in land management from Aalborg University in 1991. In his
professional career, he has first worked for 15 years as land consolidation planner
and project manager in the Land Consolidation and Land Bank Unit of the Danish
Ministry of Food, Agriculture and Fisheries and subsequently for eight years as
Head of Land Management Section and project manager at Orbicon, a Danish
consultancy company with a total staff of around 500 people. As industrial PhD
student, the author has during the study period worked half the time on the project
at the university and half the time at the company, Orbicon.

Over the years, the author has been project manager of a large number of Danish
property pre-studies and land consolidation projects, especially in connection
with nature restoration, afforestation and infrastructure projects. During the last
15 years, he has in addition worked as international consultant and team leader on
a significant number of projects related to land consolidation, land management
and rural development in so far 10 countries in Central and Eastern Europe. In
addition, he has participated in a large number of workshops and conferences with
focus on improved land management in CEE. The motivation for the PhD work on
land reform and land consolidation in CEE originates from the practical project
experiences of the author in the region.

The focus of the PhD study has been first to look at the land reform approaches
applied in the 25 CEE study countries and the outcome in form of ownership of
agricultural land and farm structures including land fragmentation and farm sizes.
Second, the study has focused on the introduction of land consolidation and land
banking instruments to address the structural problems in agriculture in the same
countries. It has been the aim of the study to provide answers to the following
research questions:
e  What is the linkage between the chosen land reform approach and the
outcome in the form of farm structure and land fragmentation?
e Under which conditions is land fragmentation a barrier for
development of the rural land market and the agricultural and rural
sector in general?
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e How should the land reform approach be designed if the objective is to
dismantle the large-scale corporate farms and build individual
commercial farms without creating excessive land fragmentation?

e  What have been the driving factors behind the introduction of land
consolidation and land banking instruments in the countries in Central
and Eastern Europe?

e  What have been the key approaches and elements in the land
consolidation and land banking instruments introduced in the region?

e  What are the experiences and results with the introduction of land
consolidation and land banking in the region in relation to
improvement of agricultural structures and the facilitation of rural
development?

e  What is the main content of a model for land consolidation and land
banking instruments suitable for Central and Eastern Europe based on
previous experiences in the region and international best practice?

The research topics, i.e. mainly land reform, land fragmentation, land
consolidation and land banking, are tangled tightly with closely related topics such
as land administration, land market development as well as agricultural and rural
development. Land administration systems including land registration and
cadastre are among the cornerstones of modern market economy and among the
traditional benefits are security of tenure, support for formal land markets and
support for governance and rule of law.2o Many efforts have been put into the
development of reliable and up-to-date land administration systems in most of the
CEE countries from the early 1990s and onwards, often in parallel with the land
reform process in the country. Also land administration systems are closely related
to land consolidation instruments as they provide the data on land ownership at
the beginning of land consolidation projects and ensure the formal registration of
new land ownership in the project area after the re-allotment planning.

Also land consolidation and the development of rural land markets are closely
related topics. The situation in many of the CEE countries is often that formal rural
land markets are not functioning well for a wide range of reasons. Land
consolidation can support development of formal land markets and should be seen
in this light and not as an alternative to the normal land market transactions.
Agricultural and rural development, including increased productivity and
competitiveness of farms and improved living conditions for the rural population,
is the goal of most countries in CEE as elsewhere. Land management instruments
such as land consolidation and land banking can be used as tools in the
development process in rural areas but agricultural and rural development also
include numerous aspects where land consolidation is not relevant. It has not been

10 Williamson, I. et. al. (2010): Land Administration for Sustainable Development, p. 17-
18.
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the aim of the research to study these related topics in detail and research on these
topics has only been included where relevant for the research on the core study
topics.

The thesis has four parts:

e Part 1 Introducing land reform and land consolidation in Central and
Eastern Europe

e Part 2 Land reform and its outcome

e Part 3 Land consolidation and land banking

e  Part 4 The future of land consolidation and land banking in Central
and Eastern Europe

In Part 1, land reform and land consolidation in a Central and Eastern European
context is introduced. Chapter 2 is providing an overview and discussion of the
research methodology and the working process applied in the specific chapters. In
Chapter 3, the Danish land consolidation and land banking tradition is analyzed
and discussed. The chapter is subsequently used as a reference for analyzing the
introduction of land consolidation and land banking in the CEE countries. The
chapter is a peer-reviewed paper published in the Danish Journal of
Geoinformatics and Land Management (2014). Chapter 4 is a peer-reviewed
paper published by FAO in the Land Tenure Journal no. 2/2012. The paper
provides the full picture in one CEE country — Moldova — of land reform, its
outcome in form of land fragmentation and farm structures as well as the
experiences so far with regard to introduction of land consolidation.

Part 2 is on land reforms and their outcome. In Chapter 5, the land reform
approaches applied in each of the 25 study countries after 1989 are analyzed and
discussed. Furthermore, the farm structures and land fragmentation in each
country after the land reforms are assessed. The chapter is published by FAO as
Land Tenure Working Paper 24 (2013). Chapter 6 then establishes the first
complete overview of the land reform approaches applied in the CEE countries. In
order to understand the nature of land fragmentation in CEE, the theory and
definitions of land fragmentation are discussed. With the conceptual framework
on land fragmentation in place, the current situation in the study countries with
land fragmentation and farm structures is discussed and an overview is provided.
The chapter is a peer-reviewed paper published in Land Use Policy 36 (2014).

Part 3 is about the introduction of land consolidation and land banking
instruments in CEE. In Chapter 7, the introduction of land consolidation and land
banking instruments in the region after 1989 is reviewed and analyzed for each of
the 25 study countries in a comprehensive and systematic way and a full and
updated overview is for the first time provided. The chapter is published by FAO
as Land Tenure Working Paper 26 (2015). Chapter 8 explores the problems and
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possible solutions related to low land mobility in a CEE land consolidation context.
First, the limited theory available on land mobility is reviewed. Second, land
mobility is studied in three country cases (Moldova, Albania and Bosnia and
Herzegovina). Finally, the available tools to increase land mobility are discussed.
The chapter is a peer-reviewed paper published in Nordic Journal of Surveying
and Real Estate Research, Volume 10, Number 1, 2014.

Part 4 looks to the future of land consolidation and land banking in the 25 study
countries. In Chapter 9, the suitability of the two classical European land
consolidation models; i) comprehensive and compulsory land consolidation and
ii) simple voluntary land exchange are discussed in a CEE context and rejected as
fully adequate. A third model, integrated voluntary land consolidation, is
presented and discussed as an outline for tailor-made land consolidation
instruments in the CEE countries. The chapter is a peer-reviewed paper accepted
for publication in the FAO Land Tenure Journal (forthcoming issue to be
published in early 2015). Finally, Chapter 10 provides the general conclusions and
perspectives of the research presented in the thesis.
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CHAPTER 2

2 RESEARCH METHODOLOGY AND PROCESS

This chapter is about the research methodology and work process applied during
the PhD research. The methodologies and work processes used in the different
parts of the study are further explained in the subsequent chapters.

As it was explained in Chapter 1, the main aim of the PhD work has been to conduct
a comprehensive and comparative study of land reform and land consolidation in
CEE in the following logical sequence: i) the coherence between applied land
reform approaches in Central and Eastern Europe after 19809, ii) the outcome of
land reforms in form of farm structures and land fragmentation and iii) the
introduction of land consolidation and land banking instruments to address the
structural problems in agriculture. The outcome of the study has been presented
in five peer-reviewed journal papers (Chapter 3, 4, 6, 8 and 9) and two longer
working papers published by FAO, the Food and Agriculture Organization of the
United Nations (Chapter 5 and 7).

Different research methodologies as well as work processes have been applied in
the research reported in the different chapters (papers). However, in all chapters,
a mix of quantitative and qualitative methods have been used depending on the
research questions concerned and the availability of data. Chapter 5 and 7, i.e. the
two working papers, represent the cornerstones of the research and have provided
the basis for the journal papers in Chapter 6 and 9. The research process,
timeframe and the coherence between Part 1-4 and Chapter 3-9 of the thesis is
illustrated in figure 2.1. The relationship between research questions,
methodology and work process, results and reporting in the thesis is illustrated in
figure 2.2.

In Chapter 3 (the paper on the Danish land consolidation and land banking
tradition), the research behind the paper is based on desk studies of available
journal papers, annual reports and the few existing papers and books about the
Danish land consolidation tradition. However, it also draws extensively on the
authors more than 20 years of practical working experience with land
consolidation and land banking in Denmark. The biggest challenge in relation to
Chapter 3 has been to compile data on the Danish land consolidation activity
during 1990-2013 (e.g. number of approved projects, number of participating
landowners, participating area). These data were not directly available and only
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compiled manually with great support from the Land Consolidation and Land
Banking Unit of the Ministry of Food, Agriculture and Fisheries.

2012 2013 2014 2015
PART 1
Chapter 3
Chapter 4 .
Paper on Danish
Moldova Paper Land Consolidation
\
PART 2 \
| Chapter 5 Chapter 6 \
| Working Paper on Paper on — \
Land Reform Land Reform =~
\ N \\
7
N\ N - I \
PART 3 ~ 4
e !/ Chapter 7
i I 4 Working Paper on
Land Consolidation and
\ Land Banking
\ \
\ \
PART 4 \ \
\ Chapter 9 \
AN Paper on Future Land
AN Consolidation i CEE /|
N /
~
~ /
e Building directy on ~ ~
S~ Chapter 10
— —»  Providing input to =~ Conclusions
2012 2013 2014 2015

Figure 2.1: Research process and main coherence between thesis Part 1-4 and Chapter 3-
9.

In Chapter 4 (the paper on land reform, the outcome of land reform and the
introduction of land consolidation in Moldova), the research behind the paper
builds on desk studies of available journal papers and project reports and
documents. The paper also draws on the authors experiences with several
development projects in the country, especially in relation to the introduction of
land consolidation.

Chapter 5 is the first cornerstone in the conducted research (working paper on
land reform and its outcome in form of farm structures and land fragmentation in
the 25 study countries). The paper is based on desk studies of the few available
comparative papers and books and a large number of papers on land reform in
individual countries. The level of documentation on land reform and its outcome
varies considerably from country to country, with much information being
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available for most of the Central European countries and little information
available for most of the countries of ex-Yugoslavia and for the three
Transcaucasus countries.

The work of Van Dijk on land fragmentation in a CEE context revealed that there
are two fundamentally different aspects of the fragmentation problem, the
fragmentation of land ownership and the fragmentation of land use.” Thus, it
would be most desirable to have comparative quantitative data on both land
ownership (e.g. average size of agricultural parcels, average number of parcels per
holding and average size of agricultural holdings) and land use (e.g. average farm
sizes and data on leasing of agricultural land). Unfortunately, the study has shown
that not all the desirable data are available. Furthermore, it is often difficult to
compare between the countries where data are available. These problems with
data not being available and comparable have been overcome first by contacting
key persons from the relevant public institutions (e.g. Ministry of Agriculture or
cadastre agency) or academia in the concerned countries. This has for a number
of countries made data available for the project which before had not been
available in English. Second, the problems have been overcome by supplementing
the available quantitative data with qualitative descriptions and analysis.
Furthermore, the country key persons have been used to verify the information in
the country sections.

Chapter 6 (the comparative paper on land reform and its outcome in the 25 study
countries) builds directly on the research conducted and presented in Chapter 5.
Thus, the methodology and working process has greatly been the same as for
Chapter 5. Also in Chapter 6, the classical theory on land fragmentation (e.g.
Binns, 1950 2; King and Burton, 1982 13; McPherson, 1982 4; Bentley, 1987 %) is
discussed together with the few theoretical attempts to assess land fragmentation
in a CEE context (i.e. Van Dijk, 2003b 6; Sebates-Wheeler, 2002 7).

1 Van Dijk, T. (2003): Dealing with Central European land fragmentation — A critical
assessment on the use of Western European instruments. Eburon, p. 15-22.

12 Binns, B. (1950): The Consolidation of Fragmented Agricultural Holdings. FAO.

13 King, R. and Burton, S. (1982): Land fragmentation: notes on a fundamental rural
spatial problem. Progress in Human Geography 6(4): 475-494.

14 McPherson, M. (1982): Land Fragmentation: A Selected Literature Review.
Development Discussion Paper No. 141. Harvard Institute for International Development,
Harvard University.

15 Bentley, J.W. (1987): Economic and Ecological Approaches to Land Fragmentation: In
Defense of A Much-Maligned Phenomenon. Annual Review of Anthropology, Vol. 16.

16 Van Dijk, T. (2003): Dealing with Central European land fragmentation — A critical
assessment on the use of Western European instruments. Eburon.

17 Sabates-Wheeler, R. (2002): Consolidation initiatives after land reform: Responses to
multiple dimensions of land fragmentation in Eastern European agriculture. Journal of
International Development nr. 14, p. 1005-1018.
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Chapter 7 is the second cornerstone in the conducted research (working paper
on the experiences with land consolidation and land banking in CEE after 1989).
In this part of the PhD work, mainly qualitative methods have been applied. In
the first stage of the research behind the Chapter / paper, desk studies of all
available documents (e.g. journal and conference papers, project reports and
government programmes) were conducted. In the second stage, draft so-called
land consolidation overview sheets were prepared for each of the 25 study
countries based on the outcome of the desk studies. In this process, the author
drew extensively on his working experience from projects in the region. The
intention of preparing the overview sheets has been to collect similar and
consistent information to allow for a comparative analysis between the countries.

In the third stage of the study, two to four key persons with special insight and
experience with the topics studied were identified in each country. One of the key
persons was often a senior person from the Ministry of Agriculture or similar
central state institution either currently responsible for the ongoing land
consolidation programme or from an institution expected to be responsible for a
programme in the future. Another group of key persons were project managers
and lead consultants involved in technical assistance projects. Finally,
representatives from academia with an interest in the research topics were
selected as key persons. To the extent possible, semi-structured qualitative
research interviews were conducted with the key persons using the draft overview
sheets as interview guidelines.?8 The main objective of conducting the interviews
was to verify the information in the draft overview sheets that had been prepared
and to close the gaps where no written information was available in English. Also,
the interviews were particularly important for obtaining information on the most
recent developments in each country, which was often not documented in writing,
at least not in English language. In total, 29 interviews with 41 key persons were
carried out over a period of 9 months. The interviews were conducted usually as
either face-to-face interviews or using Skype with video. All interviews were
recorded and after each interview, a summary of the interview was prepared based
on the recording. After the interviews, the relevant draft land consolidation
overview sheet was revised and sent to the interviewees and other key persons for
review and validation where needed. Where necessary, the interviews were
supplemented by follow-up questions using emails. The final versions of the land
consolidation overview sheets served as the basis for writing the paper. Finally,
the overview sheets and the sections on the implementation of land consolidation
have been the basis for the comparative analysis. Each step on the working process
has been validated.

18 Kvale, S. and Brinkmann, S. (2009): Interviews — Learning the craft of Qualitative
Research Interviewing, p. 130-134.
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LN

Interaction between landscape and people. Fragmentation of both land ownership
and land use in Busauca Village, Moldova (above). Landowner negotiations in
Moldova (2008) (below). Facilitating common solutions between the landowners
for the re-allotment plan.

31



RESEARCH METHODOLOGY AND PROCESS

Research Methodology Results Reporting
questions and work
process
1. What is the linkage Desk studies of Overview provided | Chapter 4
between the chosen documents and papers | of land reform (journal paper —
land reform approach | on land reform and its | approaches applied | Moldova case).
and the outcome in the | outcome in the CEE in each CEE Chapter 5
form of farm structure | countries. country and linkage | (working paper
and land Study of land to the current on land reforms
fragmentation? fragmentation theory. situation with and their
Email correspondence | fragmentation of outcome).
with country key ownership and use | Chapter 6

persons to fill gaps.

of agricultural land.

(journal paper
on land reforms

and their
outcome).
2. Under which Desk studies of Analysis on the Chapter 4
conditions is land documents and papers | impact of land (journal paper —
fragmentation a on land reform and its | ownership Moldova case).

barrier for outcome in the CEE fragmentation and | Chapter 6
development of the countries. land use (journal paper
rural land market and | Study of land fragmentation in a on land reforms
the agricultural and fragmentation theory. | CEE context and their
rural sector in Email correspondence | provided. outcome).
general? with country key
persons to fill gaps.

3. How should the land Desk studies of Policy Chapter 4
reform approach be documents and papers | recommendations (journal paper —
designed if the on land reform and provided. Moldova case).

objective is to
dismantle the large-
scale corporate farms

analysis of its outcome
in the CEE countries.

Chapter 6
(journal paper
on land reforms

and build individual and their
commercial farms outcome).
without creating
excessive land
fragmentation?

4. What have been the Desk studies of Driving factors Chapter 4
driving factors behind | documents and papers | behind (journal paper —

the introduction of
land consolidation and
land banking
instruments in the

on land consolidation
and land banking in
CEE countries.

Semi structured

introduction of
land consolidation
in CEE identified
and discussed.

Moldova case).
Chapter 7
(working paper
on introduction

countries in Central qualitative interviews of land
and Eastern Europe? with country key consolidation
persons. and land
Email correspondence banking).
with country key Chapter 8
persons to fill gaps. (journal paper
on land
mobility).
5. What have been the Desk studies of Key approaches Chapter 7

key approaches and
elements in the land

documents and papers
on land consolidation

and elements in
land consolidation

(working paper
on introduction

consolidation and land | and land banking in and land banking of land
banking instruments CEE countries. instruments in CEE | consolidation
introduced in the Semi structured countries identified | and land
region? qualitative interviews and discussed. banking).
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with country key Chapter 9

persons. (journal paper

Email correspondence on land

with country key consolidation

persons to fill gaps. models suitable
for CEE).

6. What are the Desk studies of Analysis and Chapter 7
experiences and results | documents and papers | overview of the (working paper
with the introduction on land consolidation experiences with on introduction
of land consolidation and land banking in introduction of of land
and land banking in CEE countries. land consolidation consolidation
the region in relation Semi structured and land banking and land
to improvement of qualitative interviews instruments in CEE | banking).
agricultural structures | with country key provided in relation | Chapter 8
and the facilitation of | persons. to improvement of | (journal paper
rural development? Email correspondence | agricultural on land

with country key structures and mobility).
persons to fill gaps. facilitation of rural | Chapter 9
development. (journal paper
on land
consolidation
models suitable
for CEE).

. What is the main Discussion based on A new model for Chapter 7
content of a model for | the outcome of study land consolidation (working paper
land consolidation and | of the introduction of and land banking on introduction
land banking land consolidation and | suitable for the of land
instruments suitable land banking in CEE CEE context consolidation
for Central and countries. developed and and land
Eastern Europe based discussed. banking).
on previous Chapter 9
experiences in the (journal paper
region and on land
international best consolidation
practice? models suitable

for CEE).

Figure 2.2: The relationship between research questions, methodology and work process,
results and reporting in the thesis.

Chapter 8 (the paper on land mobility in a CEE land consolidation context) was
written before the research behind Chapter 7 was conducted. The limited theory
available on land mobility in land consolidation projects (Serensen, 1987 ) is
assessed and discussed in a Central and Eastern European context based on case
studies of land mobility in recently implemented land consolidation pilot projects
in three CEE countries, Moldova, Albania and Bosnia and Herzegovina. Case
studies can, according to Yin, cover multiple cases and then draw a single set of
“cross-case” conclusions.2° The three cases are explored through desk studies of

19 Sgrensen, E.M. (1987): Lokal Landbrugsplanlegning — en undersogelse af dansk
Jjordfordelingspraksis 1979-84 og om forandring af landbrug og landskab. Aalborg
Universitetsforlag. Serie om offentlig planleegning nr. 21, p. 192-198.

20 Yin, R. K. (2009): Case Study Research — Design and Methods. Fourth Edition. Sage
Publications Inc., p. 20.
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available project reports, including land ownership maps and land mobility maps,
but primarily by drawing on the practical experiences from the author’s
involvement in the projects.

Chapter 9 (the paper on land consolidation and land banking models suitable for
CEE), builds directly on the research conducted and presented in Chapter 7. Thus,
the methodology and working process has greatly been the same as for Chapter 7.
An outline for a new third model developed for land consolidation and land
banking in a CEE context is presented and discussed.

Finally, Chapter 10 (conclusions and perspectives) builds on the research and

conclusions in the Chapters 3-9 and hence also on the research methodology and
process used in these chapters.
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3 LAND CONSOLIDATION AND LAND BANKING
IN DENMARK — TRADITION, MULTI-
PURPOSE AND PERSPECTIVES

Paper published in peer-reviewed journal

Danish Journal of Geoinformatics and Land Management, Year 122,
Vol. 47, 1-7 (2014)

Abstract

The Danish land consolidation tradition has its roots in the land reform launched
in the 1780s. The first “modern” land consolidation law was adopted in 1924. The
land consolidation procedure is today basically the same as the system which was
introduced in 1955. Until 1990, land consolidation was used as an instrument for
agricultural development (i.e. mainly through reduction of land fragmentation
and increase in agricultural holding sizes). In 1990, the objective of implementing
land consolidation was broadened. It was explicitly included in the preamble of
the land consolidation law that the objective is both to contribute to agricultural
development and to the implementation of nature and environmental projects as
well as to provide land as compensation for agricultural holdings affected by such
projects. Since 1990, the land consolidation and land banking instruments have
proven to be absolutely essential in the process of reaching voluntary agreements
with the landowners affected by nature projects. Public funding of the traditional
land consolidation projects with agricultural development as main objective was
discontinued in 2006. At the same time, the land consolidation projects
implemented in recent years (after a public initiative often in connection with the
implementation of a nature project) may only include land transactions which
contribute to the implementation of the public initiated project. Thus, the multi-
purpose potential which could be expected after the amendment of the land
consolidation law in 1990 has so far not been realized. The volume of the Danish
land consolidation programme has in the last years been reduced more than half
compared to the previous decades.
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3.1  INTRODUCTION

Land consolidation was in Denmark, like in many other Western European
countries, used as one of the important instruments for agricultural development
and hence supported shifting governments active land policy during the decades
after WWIL. Land consolidation projects were often initiated by local farmers in
the villages and used to increase productivity and competitiveness of the
participating agricultural holdings through reduction of fragmentation of land
ownership and facilitation of the structural development by letting the active
production holdings purchase additional land. At the same time, land
consolidation was used in connection with large state supported land reclamation
and drainage projects, also with the objective of agricultural development. The
implementation of land consolidation projects with the main objective to facilitate
agricultural development ceased in 2006 after the finalization of the Rural
Development Programme for 2000-2006 due to change in political priorities.

From the late 1980s, land consolidation has been applied as an important tool in
the implementation of public initiated projects such as nature restoration and
afforestation. Landowners and farmers with agricultural land in designated
project areas are offered other agricultural land in compensation instead of money
and can continue their farm production or even increase it. It is expected that land
consolidation in the coming years will be applied with an increased volume and
will be funded under the Rural Development Programme for 2014-2020. 2!

The land consolidation law was amended in 1990 where the objective of
implementing land consolidation was broadened. Hence, it was explicitly included
in the preamble of the law that the objective of the law is both i) to ensure a better
commercial use of agricultural holdings through reduction of fragmentation and
improved structure and ii) to contribute to the implementation of nature and
environmental projects and rural development as well as to provide land as

21 Ministry of Food, Agriculture and Fisheries. 2013. Draft Danish Rural Development
Programme for 2014-2020 (in Danish).
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compensation for agricultural holdings affected of such projects. 22 23 Before 1990,
only the first part (agricultural development) was directly mentioned as the
objective of the law.

Land consolidation in Denmark is with its voluntary approach and relative short
duration of projects different from the land consolidation procedures and
approaches in most other European countries. Very few papers on land
consolidation in Denmark exist in English language and no recent ones. Therefore,
it is the aim of this paper to make available comprehensive and updated
information on the Danish land consolidation tradition and its development
during recent decades.

Land consolidation is by nature a multi-purpose instrument. This means that it is
possible to pursue different objectives in the same project, e.g. take land out of
intensive agricultural production as part of nature restoration and at the same
time improve productivity of the active production farms through reduction of
fragmentation and enlargement of the agricultural holdings. The 1990 law
amendment introduced the multi-purpose of the instrument into the law.

The land consolidation process and procedure in Denmark is today basically the
same as it has been since amendment of the land consolidation law in 1955. The
same land consolidation procedures were used in the decades after WWII for land
reclamations and are now-a-days being used to recreate the nature that was then
lost.In addition to explaining the Danish land consolidation tradition, the paper
will analyze to what extent the instrument in its practical application has achieved
the objective to pursue different purposes in the same project. Based on this
analysis, the paper will give perspectives and recommendations for the future.

3.2 METHODOLOGY

This paper is based on desk studies of available documents, journal papers, annual
reports and the few existing books about the Danish land consolidation tradition
from its offspring more than 230 years ago to the current situation. The paper
draws, however, also extensively on more than 20 years practical working
experience of the author as project manager of a large number of Danish land
consolidation projects, first during 15 years of employment by the Land

22 Klaesge, L. 1997. Jordfordelingsloven (In Danish) (Law on Land consolidation). In
Jorgensen, C. et al.(Edt.). Jord lovgivning (in Danish) (Land legislation). GADJura, p. 804-
805.

23 Hartvigsen, M. and Ostergaard, F. 1993. Erfaring med jordfordeling i forbindelse med
storre naturgenopretningsprojekter (in Danish) (Experiences with land consolidation in
connection with larger nature restoration projects). Landinspekteren. 36. bd., 560-563.
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Consolidation Unit of the Ministry of Food, Agriculture and Fisheries and
subsequently during 8 years in private consultancy.

3.3 THE DANISH LAND CONSOLIDATION TRADITION

The Danish land consolidation tradition has its roots in the land reform which was
launched in the 1780s, the so-called enclosure movement. During the land reform,
the common use of the land was abolished and village by village land for individual
use by each agricultural holding was distributed. The ideal was to amalgamate the
land of one holding in one location as close to the homestead as possible. A typical
situation before and after the land reform is displayed in figure 3.1. The purpose
of the land reform was to achieve a more effective land use and to increase
productivity. The land reform process took 30-40 years and in 1837, only one
percent of the agricultural land had not been reformed.2# Similar land reforms
were conducted in other European countries.

Figure 3.1: Oster Stillinge village near Slagelse before (left) and after land reform (right).
Agricultural land belonging in ownership to one agricultural holding enhanced. More
than 4o parcels consolidated into one parcel. Source: @stergaard 1967.%°

The first “modern” land consolidation law was adopted in Denmark in 1924 and
was only applied in the Southern part of Jutland where Denmark after WWI had
got back territory lost to Germany in the 1864-war. The background was that in
the Duchy Schleswig land reforms were started earlier than in the rest of the
country and resulted in a much poorer outcome.2¢ In addition, a substantial part
of the agricultural land had become public owned due to the active purchase by

24 Boe, P. (1965): Arronderingsproblemer i landbruget (in Danish) (Fragmentation
problems in agriculture). Tidsskrift for Landgkonomi, nr. 9, November 1965, p. 361.

25 (Istergaard, N. (1967): Status over jordfordelingsplanlegningen. Statens
Byggeforskningsinstitut. SBI sertryk nr. 176, p. 2.

26 stergaard, N. (1967): Status over jordfordelingsplanlaegningen (in Danish) (Status for
Land Consolidation). Statens Byggeforskningsinstitut. SBI seertryk nr. 176, p. 2
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the German state between 1864 and 1920.2” The land consolidation instrument
was together with the land banking system, introduced in 1919, part of an active
land policy with the overall objective to develop commercial family farms. From
1941 onwards the land consolidation law was applied in the whole country. The
law has been amended several times and already in 1949, the commission and
judgment system, which is still in force, was introduced.

3.3.1 AGRICULTURAL DEVELOPMENT THROUGH LAND CONSOLIDATION

After WWII, land consolidation was in Denmark used as an instrument for
agricultural development as it was the case in most other countries in Western
Europe.? The objectives of most of the projects were to reduce fragmentation of
land ownership and facilitate increase of agricultural holdings. The law on land
reclamation was adopted in 1940 providing extensive state funding for land
reclamation projects. Already from the 1940s, land consolidation was used in
connection with large land reclamation projects where shallow lakes and meadows
were drained and turned into arable land or intensive grassland. This continued
with heavy state subsidies until the end of the 1960s (see Box 3.1). Land
consolidation was part of an active land policy in the decades after WWII and also,
together with land banking (section 3.4.2), applied in connection with the
establishment of state supported family farms, often with a size of 7 — 15 ha
depending on soil quality.29 3° The state acquired land from manors and larger
estates and distributed the land in the process that established the new family
farms. In the southern part of Jutland, land confiscated from the German state
after the reunification in 1920 and again after WWII was included in the process
as well.

From 1950 and onwards an enormous structural development has taken place in
Danish agriculture despite the active land policy and establishment of new family
farms which continued until the 1960s. In 1950, there were around 200,000 farms
with an average size of around 15 ha. In 1990, this was reduced to around 90,000
farms with an average of 35 ha. In 2011, the number of farms had further dropped
to around 40,000 with an average of 63 ha.3* Most of this structural development
took place through individual transactions in the rural land market. Purchase of

27 Kleesge, L. (1997): Jordfordelingsloven (In Danish) (Law on Land consolidation). In
Jorgensen, C. et al.(Edt.). Jord lovgivning (in Danish) (Land legislation). GADJura, p. 803.
28 Jacoby, E. (1959): Land Consolidation in Europe. International Institute for Land
Reclamation and Improvement, Wageningen.

29 Priemé, J. (1997): Frajord til bord — Strukturdirektoratets historie. Strukturdirektoratet.
30 Haldrup, N. O. (2004): Danish Land Consolidation — The interaction between land
consolidation and land banking. Paper for FAO land banking workshop in Tonder,
Denmark, March 2004.

31 Ministry of Food, Agriculture and Fisheries (2013): Draft Danish Rural Development
Programme for 2014-2020 (in Danish), p. 16.
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additional agricultural land in the local land market often leads to increased land
fragmentation as the land purchased is often not adjacent to the land already
belonging to the agricultural holding. The land consolidation instrument was in
the decades after WWII used to reduce land fragmentation and to facilitate the
structural development.

Already in 1950, a land consolidation unit was established under the Ministry of
Agriculture. The ministry has since then been responsible for the management of
the national land consolidation programme. Also in 1950, 11 land consolidation
commissions were established in line with the provisions of the 1949-law, each
commission covering a certain geographical area.32 It was and still is the task of
the commissions to approve the projects. The number of commissions and also
the composition of the commissions have changed over the years. The commission
has, however, always been chaired by a district judge. The commission was also
given the authority to take decision on land ownership in cases where the land
register was not updated or mistakes had occurred.

Participation in land consolidation projects in Denmark has always been voluntary
for the involved landowners. The law on land consolidation had, however, until
the amendment of the law in 2005 provisions that could be used for compulsory
exchange of agricultural land. The provisions were, however, not operational and
only used very few times during the decades.

An obvious consequence of the voluntary approach has always been that not all
landowners with agricultural land in the project area are participating in the
project but only the land parcels where a specific agreement can be made between
the owners. This is completely different from e.g. the classical German and Dutch
compulsory approach where all land in the project area normally is included in the
project when the majority of the landowners agree with the implementation of the
project. In comparison, the classical land consolidation in Denmark can be
described as a chain of land transactions implemented after a re-allotment
planning that is seeking to involve as many landowners as possible.

An expert (land consolidation planner), often a land surveyor, is facilitating the
negotiation process between the involved landowners and farmers. The land
consolidation planner can come from both the Land Consolidation Unit of the
ministry, today the Ministry of Food, Agriculture and Fisheries, or from private
surveying and consulting companies. In Denmark, private surveying companies
have a monopoly of cadastral surveying and they are always dealing with the

32 Sunesen, A. (1987): Jordfordelingslovens administration (in Danish) (The
administration of the Law on Land Consolidation). Landinspekteren. 33. bd., p. 510.
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surveying and preparation of the registration of the new ownership, also in land
consolidation projects.

Number of land consolidation
projects initiated 515 350 212 1,077

Number of land
consolidation projects 239 303 380 922
approved by land
consolidation commission
Area in approved land
consolidation projects
(ha)

Area in average in approved 74 ha 96 ha 65 ha 77 ha
project

17,666 ha 29,195 ha 24,540 ha 71,401 ha

Table 3.1: Land consolidation activity 1950 — 1979. Source: After Sunesen 1987.%

1980 - 1989

Number of land consolidation projects approved

by land consolidation 212 1,234
commission

Area in approved land consolidation projects (ha) 46,948 ha 118,349 ha
Number of agricultural holdings participating in 10,078 -

land consolidation

Area in average project 221 ha -
Average number of participating agricultural 48 -
holdings

Table 3.2: Land consolidation activity 1950 — 1989. Source: Authors calculations based on
Landbrugsministeriet (Ministry of Agriculture) 1982, annual reports from
Jordbrugsdirektoratet 1980-89 and Sunesen 198.

In total during 1950 — 1979, 1,077 land consolidation projects were initiated, 922
projects were approved by the land consolidation commissions and 71,401 ha
changed owner as part of a land consolidation project in the period. The land
consolidation activity during the three decades is displayed in table 3.1. During the
1950s, many of the projects initiated towards the end of the decade were approved
in the early 1960s. This explains the big difference between initiated and approved
projects in the 1950s. During the 1970s, the available funding was reduced which

33 Sunesen, A. (1987): Jordfordelingslovens administration (in Danish) (The
administration of the Law on Land Consolidation). Landinspektgren. 33. bd.
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resulted in initiation of fewer new projects compared to the earlier decades. Many
of the projects approved in the 1970 were initiated towards the end of the 1960s
before the budget reduction. This explains why more projects were approved than
projects initiated in the 1970s. In all three decades a few of the projects initiated
were given up and hence never approved. No available data exists on this but it is
estimated that 5-10 % of the initiated projects were for various reasons never
finalized.

1990 - 2000 - 2010 - 1950 -
1999 2009 2013 2013

Total number of land
consolidation projects
approved by land
consolidation commission

208 189 38 1,669

Total area in approved land
consolidation projects (ha)

Total number of agricultural holdings

39,182 ha |35,121ha [4,592ha [197,244 ha

participating 6,654 5,724 4,592 197,244
in land consolidation

Area in average project 188 ha 186 ha 121 ha 118 ha
Average number of participating

agricultural 32 30 20 -
holdings

Number of approved land 185 195 o )

consolidation projects with
agricultural development

objective

Total area in approved land
consolidation projects with
agricultural development objective
Total number of agricultural holdings
participating in land consolidation
with agricultural development
Number of approved land
consolidation projects with public 23 67 38 =
objective (nature restoration,
afforestation, infrastructure etc.)

Total area in approved land

33,635 22,309 o ha -
ha ha

5,855 3,711 o) =

consolidation projects with public 151’547 }112’812 ;‘1’592 B
objective a a a
Total number of agricultural

799 2013 773 -

holdings participating in land
consolidation with public objective

Table 3.3: Land consolidation activity 1990 — 2013. Source: Authors calculations based on
unpublished data from Ministry of Food, Agriculture and Fisheries 2014.
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During the 1980s, the land consolidation activity increased again (table 3.2). The
number of approved projects remained the same as in the 1970s (212 in each
decade) but the average size of projects increased. In the 1980s, the average area
participating in one project was 221 ha where it was only 77 ha in average for the

period 1950 — 1979.

Land consolidation projects with the traditional objective of agricultural
development continued until 2006, from 1990 in parallel with public initiated land
consolidation projects implemented in connection with e.g. nature restoration and
afforestation projects (explained in section 3.4).

During the 1990s, 185 traditional projects were approved involving 5,855
agricultural holdings and the change of ownership of 33,635 ha (table 3.3). In the
1990s, 185 of in total 208 approved projects, as many as 89 % of all land
consolidation projects, had the traditional objective of agricultural development
while 11 % of the projects were implemented in connection with public initiated
projects to improve or restore nature and environmental conditions. During
2000-09, in total 122 traditional projects were approved involving 3,711
agricultural holdings and the change of ownership of 22,309 ha before the last of
the traditional projects were finalized in 2009. In the 2000s, 122 of in total 189
approved projects (65% of all projects) had the traditional objective of agricultural
development.

In 2003, land consolidation was included as a measure under the Rural
Development Programme 2000-2006. The reason was to benefit from the EU co-
funding.34 During 2004-2009, in total 36 approved land consolidation projects
were supported with 1,408 participating agricultural holdings and 7,370 ha
changing owner.35 In these projects, it was a conditions for support under the RDP
that the projects had elements of improving the conditions for nature and
environment, e.g. through consolidation of parcels in meadows with the purpose
to make grazing more profitable and ensure that the meadows where not
abandoned and subsequently overgrown by bushes.

The traditional land consolidation projects during 1950 — 2006 with the objectives
to reduce land fragmentation and increase the sizes of the participating
agricultural holdings were not geographically equally distributed over the country.
Most of the projects were implemented in south Jutland, in north Jutland and to
a lesser extent also in west Jutland. The need for land consolidation was higher in

34 FAO (2008): Opportunities to mainstream land consolidation in rural development
programmes of the European Union. FAO Land Tenure Policy Series 2, p. 14-21.

35 Orbicon and Capacent-Epinion (2008): Slutevaluering af det danske
landdistriktsprogram 2000-2006 — delrapport vedr. Jordfordeling (in Danish) (Ex-post
evaluation of the Danish Rural Development Programme 2000-2006 — Subreport on Land
Consolidation).
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these regions, i.e. higher level of land fragmentation, and also knowledge of the
benefits of the instrument was higher among landowners and farmers from
successful projects in neighboring communities. The “land consolidation regions”
also had private surveying companies specialized in land consolidation. This was
not the case in east Denmark where only very few projects were carried out.3¢ In
this part of the country, the issue of land fragmentation has traditionally been of
less importance because of better implemented land reforms in the decades after
1780 but also because the structural development since 1950 has been less
significant in these regions compared to west Denmark where it has been driven
by a high concentration of dairy and pig farms with need for additional land when
increasing the meat and dairy production.

From the 1960s, land consolidation was increasingly applied in connection with
construction of new motorways and highways.37 Infrastructure land consolidation
has been applied in two different approaches. One, following the procedures of the
land consolidation law (see section 3.2) where the public agency responsible for
the road construction project participates in the land consolidation project like the
private landowners and purchases the “road parcel” as an outcome of the re-
allotment planning. The private landowners have the opportunity to be
compensated in land instead of in money and are hence allowed to continue their
farming activities. Landowners who refuse to participate in the voluntary land
consolidation process can be expropriated by the road authority according to the
law on public roads (roads administrated by municipalities) or the law on state
expropriation (roads administrated by the Ministry of Transport). In the second
approach, normally used in connection with new state roads, a re-allotment plan
is negotiated with the involved landowners. The outcome of the process is a draft
re-allotment plan which is then integrated with the expropriation process in the
law on state expropriation. After negotiations with the landowner’s, the State
Expropriation Commission takes decision on the full or partial implementation of
the land consolidation proposal. These projects are not included in the figures in
tables 3.1-3.3.

As a result of the land consolidation instrument being applied in connection with
construction of new motorways and highways, in both approaches, the public
agency responsible for the road construction project (Ministry of Transport or
municipality) will often save money for compensations of the landowners
compared to traditional expropriations as many of the disadvantages imposed on

36 Sgrensen, E.M. (1987a): Lokal landbrugsplanlaegning — en undersogelse af dansk
jordfordelingspraksis 1979-84 og om forandring af landbrug og landskab (in Danish)
(Local agricultural planning — a study of the Danish land consolidation practise 1979-84 and
regarding changes in agriculture and landscape). Aalborg Universitetsforlag. Serie om
offentlig planleegning nr. 21, p. 43-44.

37 Pstergaard, F. (1987): Jordfordeling ved vejanlaeg (in Danish) (Land consolidation in
connection with road projects). Landinspektgren. 33. bd., 537-543.
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the agricultural holdings by the road project disappear through the land
consolidation exercise.

BOX 3.1: Skjern River Land Reclamation 1962 — 1969

The Skjern River Land Reclamation project was the last of the big land reclamation
project. The traditional agriculture in the river valley was to provide feed for
livestock all year round, fresh grass in the summer and hey for the winter. Floods
were always a danger after heavy rainfall and sometimes the year’s supply of winter
feed was lost. The local communities tried for centuries to regulate the river through
the construction of drainage channels, dikes and attempts to straighten and clean
the water courses in a number of small projects (Ministry of Environment 2005).

After WWII, increased mechanization and new production patterns reduced the
traditional need for production of feed to livestock in the river valley and grain
production had become more profitable than cattle farming. In 1961, the Ministry
of Agriculture approved a large land reclamation project which was to turn 4,000
ha of meadows and wetlands into arable land through construction of a new straight
river, channels, dikes and pumping stations. The project included the lower section
of the river from Borris to the Ringkoebing Fjord, almost 20 km of the river
(Ministry of Environment 2005). A large minority of the landowners were against
the land reclamation project.

Part of cadaster map before land reclamatwn Part of cadaster map after land reclamation
Source: Hartmann 1981, 95.

Voluntary land consolidation was implemented in connection with the project in
four sub-areas. The land consolidation was implemented on 1 October 1969 where
the landowners took possession of their new land. In total 980 landowners
participated in the process and 4,440 ha changed owner. In the project area, there
were 840 landowners before the project. After the project this was reduced to 525
as more than 300 landowners used the land consolidation as an opportunity to sell
their land in the project area, often small parcels. The number of parcels in the
project area was in total reduced by a factor 4 (Hartmann 1981).
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3.3.2 THE LAND CONSOLIDATION PROCESS

The formal beginning of a land consolidation project is the organization of a public
meeting in the project area, the so-called “initial public meeting”. The meeting is
organized by the Land Consolidation Unit of the Ministry of Food, Agriculture and
Fisheries, often in cooperation with the initiators of the projects. Earlier this was
often the local farmers and their associations. Now-a-days this is often the local
municipality or the Nature Agency under the Ministry of Environment. The
landowners are invited to the meeting by letter or announcement in local
newspapers.

During the meeting the participants are informed about the land consolidation
process and all procedures from beginning of the re-allotment planning till the
final registration of the new land ownership. The “date of implementation” where
land ownership will change is also agreed upon at the meeting. This is the same
date for all land transactions included in the re-allotment plan. Before the
meeting, the assigned land consolidation planner, either a public employed land
professional from the ministry or from a private company, has prepared an
ownership map of all agricultural land in the project area (called Plan o).
Furthermore, the participants in the meeting elect a local committee of
stakeholders to represent the general interests of participating landowners and
farmers.38 The Danish land consolidation process is illustrated in figure 3.2.

In the first stage of the project, the land consolidation planner3? meets individually
with all the registered landowners in the project area. The purpose of this so-called
“round of wishes” is to discuss the project with each stakeholder individually,
inform them in details about the process and most important to discuss with them
about their interest in and wishes for the project, i.e. if they want to participate,
which parcels they want to sell, exchange or purchase from others. At this initial
stage of the re-allotment planning, it is important to group the interested
stakeholders in categories such as i) potential sellers, ii) those who want to
exchange to land of similar value and iii) those who want to purchase additional
land. Based on these initial negotiations with the landowners, the planner can
assess the volume of the project (e.g. number of participants and area to change
owner in the project), as well as the land mobility in the area and the balance
between potential sellers and buyers.+

38  Elmstrom, H. and Nielsen, B. (1987): Jordfordeling i en almindelig
landinspektorforretning (in Danish) (Land consolidation in an average private surveying
company). Landinspektgren. 33. bd., 530-536.

39 In larger projects, the re-allotment planning is often conducted by two planners.

40 Hartvigsen, M. (2014): Land Mobility in a Central and Eastern European Land
Consolidation Context. Nordic Journal of Surveying and Real Estate Research. Volume 10
Number 1/2014, 23-46.
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PROPERTY PRE-STUDY
- Land ownership map
- Landowner interviews
- Assessment of landowner interest and
project costs

2-a
months

INITIATIVE FOR LAND CONSOLIDATION
SUBMITTED TO MINISTRY OF FOOD,
AGRICULTURE AND FISHERIES

INITIAL PUBLIC MEETING
- Election of commiittee of stakeholders
- Decision on project area
- Decision on date of implementation

RE-ALLOTMENT PLANNING
- Valuation
- Negotiations with landowners and | - 6-18
stakeholders months
- Permissions from other legislation
- Draft re-allotment plan (Plan 2)
- EIA screening

PROJECT APPROVAL AT JUDGEMENT
MEETING
- Preparation af judgement
- Presentation of draft re-allotment plan (Plan
2) for land consolidation commission and the
public
- Project approved by commission

DATE OF IMPLEMENTATION

PREPARATION OF REGISTRATION
- Necessary survyeing in field and marking of
new boundaries
- Documentation

— 6-18
months
REGISTRATION
- Final re-allotment plan (Plan 2) registered in
Cadaster and land register

Figure 3.2: The Danish land consolidation process.

The next step is the valuation and to establish the market price in the area.
Different methods have been used over the years to establish the value of the
agricultural land in the project area. The classical approach is, however, to
combine relative value with the market price. The valuation is carried out in the
field by the local committee of stakeholders together with the land consolidation
planner and one or two local agronomists with specific knowledge of soil quality

47



LAND CONSOLIDATION AND LAND BANKING IN DENMARK — TRADITION, MULTI-PURPOSE AND
PERSPECTIVES

and production value of the agricultural land in the project area. Each parcel (and
sometimes parts of parcels) is allocated a relative value where the best land in the
area is given the relative value 100, the second best 95 etc. Afterwards, the planner
produces a valuation map based on the notes from the field. Subsequently, the
planner reaches an agreement with the committee and the agronomists about the
market value of the best land in the area (relative value 100) and the market value
of all other parcels can be found by simple multiplication. A number of issues are
important when finding the relative value, such as soil quality, shape of parcel, size
of parcel, location, drainage conditions etc.

After this preparation the re-allotment planning can really begin. First the planner
will build up a “land pool”. The available land pool consists of agricultural land
parcels in the project area which are available for the voluntary re-allotment
planning. The land pool can come from landowners who in the land consolidation
process decide to sell all their agricultural land or part of it while gradually
reducing their production as they become older. The land pool can also come from
land parcels which have been marginalized based on the owner’s production
system (e.g. meadows not used by pig farmers). Available public owned land, e.g.
from the State Land Bank (see section 3.4.2), can as well contribute to the land
pool. As agreements are reached with the sellers, the planner signs with these
landowners a “land consolidation agreement” which legally is an offer from the
landowner to sell the specified land on price and conditions stated in the
document.

The planner can now begin the exchanges and the challenge is to sustain the land
mobility for as long as possible in order to allow as many stakeholders to benefit
from the project as possible. In practice it is often an iterative process of reaching
agreement with sellers and those who want to exchange as some sellers will only
decide about selling towards the end of the process. The re-allotment planning is
always a balance between on one side signing agreement which fix the outcome
and on the other side keeping the options open until the best possible solutions
are found. Each land consolidation planner has to find his or her own style and the
outcome of the project is very much dependent of the knowledge, experience and
also the personal skills of the planner. The last stage in the re-allotment planning
is to sell an eventual surplus of land to buyers who will increase the size of their
agricultural holding. Buyers, defined as those buying land of a higher value than
the value of the land they sell, are requested to submit to the planner a bank
guarantee for the payments.
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Lydumgéard,

[/ 1 Otto Vestergdard

e S

Lydumgérd,

Figure 3.3: Land consolidation with an agricultural development objective. Part of
“Lydum - Nr. Nebel” land consolidation project. Land ownership before project (Plan 1)
above and after project (Plan 2) below. The project was approved and implemented in
1998. Each agricultural holding has a unique number and signature. Parcels that change
owner are marked with a red frame. Notice for example the consolidation and
enlargement of agricultural holdings with no. 10, 11, 20 and 36. The white parcels belong
to those landowners who have chosen not to participate in the project.
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Three months before the date of implementation, which was agreed at the initial
public meeting, the planner has to submit the draft re-allotment plan to the Land
Consolidation Unit of the Ministry of Food, Agriculture and Fisheries. The
submission consists of a map showing land ownership of the participating
agricultural holdings before the project (called Plan 1) and a map of the new
ownership situation (called Plan 2), legally binding offers from each of the
participants, bank guarantees, decision on screening for environmental impact
(EIA) and necessary permissions according to other legislation. Figure 3.3 shows
an example of part of Plan 1 and Plan 2 in “Lydum — Nr. Nebel” land consolidation
project.

Then the Land Consolidation Unit of the ministry as secretariat for the land
consolidation commission prepares the judgment and checks that everything is
settled and organizes a second public meeting. During the meeting, the so-called
“judgment meeting”, the land consolidation planner presents the project to the
commission and to the public. After the presentation, the public and the
commission may ask questions and have the opportunity to complain if they feel
something has not been fair. The number of complaints is normally limited due to
the voluntary nature of the projects.

The main task of the land consolidation commission is to approve the project by
first approving the negotiated re-allotment plan (Plan 2) and second to ensure a
simultaneous implementation, transfer of money between buyers and sellers,
handling mortgage in relation to participating agricultural holdings and finally to
authorize the Land Consolidation Unit to contract a private surveying company
for the necessary cadastral surveying and finally to have the final re-allotment plan
registered in the cadastre and the land register.

The normal duration from the initial meeting to the registration of the re-
allotment plan is typically 2-4 years including a planning and negotiation process
of 1 -1V year. After the date of implementation, the cadastral surveying and final
registration is technical work not involving the participating landowners. They are
informed when the final registration has taken place.

All costs involved with the implementation of land consolidation projects were
covered by the State budget until 2002 and from 2003 with co-funding from the
EU under the Rural Development Programmes.

3.3.3 MULTI-PURPOSE IN TRADITIONAL LAND CONSOLIDATION PROJECTS

Multi-purpose was, as mentioned in the introduction, explicitly included in the
Danish land consolidation tradition through the amendment of the land
consolidation law in 1990. Thus, it cannot be expected that projects before 1990
with the traditional objective of agricultural development would have multi-
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purpose. A study of the Danish land consolidation practice during the period 1979
— 1984 revealed, however, that several projects implemented in the period had
multiple purposes besides the traditional objectives.# These elements included
smaller initiatives and projects focused on improvement of nature and
environmental conditions in the land consolidation area. This proves very well
that land consolidation by nature is multi-functional with the opportunity to
pursue different objectives in the same land consolidation project.

The application of land consolidation in connection with land reclamation from
the 1940s and road construction projects from the 1960s (discussed in section
3.3.1) are other examples of multi-purpose in the traditional land consolidation
projects even though still within the overall objective of agricultural development.

As it was explained in section 3.3.1, land consolidation was in 2003 included as a
measure under the Rural Development Programme 2000-2006 (RDP). In these
projects, it was a condition for support under the RDP that the projects had
elements of improving the conditions for nature and environment in addition to
the traditional objectives of reducing land fragmentation and facilitation of
enlargement of production farms. This attempt of increasing the multi-
functionality of the projects was, however, not very successful as the focus
continued to be on the traditional objectives.+ The experience was also that it was
difficult to secure funding for the additional project elements not related to
agricultural development as the funding of the land consolidation projects only
included funding of the re-allotment planning and the implementation and
registration of the approved re-allotment plan and not of any construction works.

3.4 NATURE RESTORATION AND IMPROVED ENVIRON-
MENTAL CONDITIONS THROUGH LAND CONSO-
LIDATION

From the middle of the 1980s, an increasing political and public attention on
nature and environment occurred after decades with loss of biodiversity and
general environmental degradation. Specific problems with massive fish death in
the coastal aquatic environment caused by emission of nitrate and phosphorus,
especially from intensive agricultural production but also by wastewater from the

4 Sgrensen, E.M. (1987a): Lokal landbrugsplanlegning — en undersogelse af dansk
Jordfordelingspraksis 1979-84 og om forandring af landbrug og landskab (in Danish)
(Local agricultural planning — a study of the Danish land consolidation practise 1979-84 and
regarding changes in agriculture and landscape). Aalborg Universitetsforlag. Serie om
offentlig planlegning nr. 21, p. 163-166.

42 Orbicon and Capacent-Epinion (2008): Slutevaluering af det danske
landdistriktsprogram 2000-2006 — delrapport vedr. Jordfordeling (in Danish) (Ex-post
evaluation of the Danish Rural Development Programme 2000-2006 — Subreport on Land
Consolidation), p. 38.
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cities, triggered a wave of nature restoration which is still on-going in Denmark
today. The first aquatic environment action plan43 was adopted by the Danish
Parliament in 1987 with the aim of reducing the emission of nitrate and
phosphorus to the water environment. This has since been followed up by a
number of action plans and programmes.

3.4.1 NATURE RESTORATION AND AFFORESTATION

The law on nature management (today merged with the law on nature
protection) was adopted by the Parliament in 1989 and followed up with
earmarked funds on the state budget for nature restoration and afforestation
projects. The basis for implementation of these nature projects was the voluntary
participation of the involved landowners.

The land consolidation instrument was in two pilot projects (“Fjand Meadows”
and “Legind Lake” restoration) during the late 1980s introduced as a main
instrument for reaching agreements with the involved landowners. The pilots were
implemented in cooperation between the Nature Agency under the Ministry of
Environment and the Land Consolidation Unit under Ministry of Food,
Agriculture and Fisheries.# 45 The pilots were successful and resulted in a more
permanent cooperation between the two ministries where the Land Consolidation
Unit assisted the Nature Agency with land consolidation in 23 nature restoration
projects between 1990 and 1998 (table 3.3). The approach was that the Ministry
of Environment offered to purchase the private land in the project area, either for
the market price in money or in exchange with other land. In both cases the
landowners participated in the land consolidation project and the ministry
purchased the land through the land consolidation project as well. A flagship
project was the “Skjern River restoration project” which was implemented during
1987 — 2003 and through seven land consolidation projects (see Box 3.2). The
costs of these land consolidation projects with the objective to restore nature were
covered from the annual budgets of the Ministry of Environment.

The new approach was inspired partly by a development in land consolidation
practice throughout the 1980s where elements of nature restoration were included
in traditional land consolidation projects with an objective of agricultural
development and partly by new research drawing on Dutch experiences with land
consolidation in relation to nature restoration, e.g. the 1984 Dutch land

43 In Danish: Vandmiljgplan I.

44 Qstergaard, F. (1989): Naturgenopretning og jordfordeling (in Danish) (Nature
restoration and land consolidation). Landinspektgren. 34. bd., 619-622.

45 Hartvigsen, M. and Qstergaard, F. (1993): Erfaring med jordfordeling i forbindelse med
storre naturgenopretningsprojekter (in Danish) (Experiences with land consolidation in
connection with larger nature restoration projects). Landinspekteren. 36. bd., 560-563.
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consolidation law.#6 47 An inter-governmental committee proposed in 1988 the
application of the land consolidation instrument in connection with nature
projects.#8 The development of practice together with the proposals of the inter-
governmental committee led in 1990, as discussed, to the explicit inclusion of
multi-purpose of the instrument in the preamble of the Danish land consolidation
law.

The process in land consolidation projects implemented in connection with nature
and environmental projects is similar to those described above (section 3.3.2) with
one important exception. In projects with a nature restoration objective, the initial
contact and negotiations with the landowners with land in the nature project area
is usually carried out as a “property pre-study” which is a separate exercise before
the land consolidation project is launched. Since the nature projects in principle
are voluntary for the landowners, it is important at an early stage to assess the
interest of the landowners. With a few additions, the landowner contact in the
property pre-study is similar to the “round of wishes” in the classical land
consolidation process.

In 1998, the Parliament adopted the second aquatic environment action plan#.
The plan was part of the implementation of the Nitrates Directive of the European
Commission.5® Among the tools for the reduction of emission of nitrate and
phosphorus to the water environment was the establishment of 16,000 ha new
wetlands and nature restoration. This target figure was later reduced to 10,000 ha.
The projects were implemented in cooperation between the Land Consolidation
Unit of the Ministry of Food, Agriculture and Fisheries, the Nature Agency of the
Ministry of Environment and the County Administrations with the latter being
responsible for the direct project implementation. The Land Consolidation Unit
provided land consolidation experts funded over the annual state budget. This
time the approach was a bit different from the earlier nature restoration projects
as continued private land ownership was allowed in the nature area. The
landowners were compensated for the loss in market value and a servitude
defining restrictions on the land use was registered on the property in the land

46 Sgrensen, E.M. (1987a): Lokal landbrugsplanlaegning — en undersogelse af dansk
Jordfordelingspraksis 1979-84 og om forandring af landbrug og landskab (in Danish)
(Local agricultural planning — a study of the Danish land consolidation practise 1979-84 and
regarding changes in agriculture and landscape). Aalborg Universitetsforlag. Serie om
offentlig planleegning nr. 21.

47 Segrensen, E.M. (1987b): Jordfordeling 1 et udviklingsperspektiv (in Danish) (Land
consolidation in a development perspective). Landinspekteren. 33. bd., 550-561.

48 Landbrugsministeriet (Ministry of Agriculture) (1988): Struktur- og Planudvalget — 2.
Delbetaenkning (Betaenkning nr. 1145) (in Danish), p. 109-131.

49 In Danish: Vandmiljeplan II (VMPII).

50 Munk Mouritsen, A. K. (2004): Property Restructuring in Denmark — a Method for
Achieving the Objectives of Environmental Protection and Cultural Heritage. Nordic
Journal of Surveying and Real Estate Research, no. 1, 2004, 44-56.
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register (e.g. the land was taken out of normal production with only grazing and
hay production allowed, ban on use of fertilizers and pesticides etc.).

The landowners were offered various ways of compensation and entering into an
agreement on the project implementation: i) they could sell their land (often in a
land consolidation project), ii) they could exchange their land in the project area
with other land outside the restricted area, iii) they could exchange with land in
the project area (purchased at reduced price reflecting the value after the
implementation of the nature project), iv) they could maintain their land and
receive a compensation of the loss in market value or v) they could maintain their
land and use the compensation to purchase additional land inside or outside the
project area. In figure 3.4 is displayed an example of a Plan 1 (land ownership
before the land consolidation project) in “Rodding Lake Restoration Project”, a
small wetlands project implemented under the second aquatic environment
action plan. Plan 2 (landownership after the project) from the same land
consolidation project is displayed in figure 3.5. The lake was physically restored in
2004.

During the 1990s, in total 23 land consolidation projects were approved in
connection with public initiated nature and environmental projects (table 3.3). In
total 799 agricultural holdings participated and 5,547 ha changed owner as part of
the projects (table 3.3).

In 2007, a new government programme, the Specific Water and Nature
Measures', began with 45 project opportunities identified in 11 geographical focus
areas. Again land consolidation was an important instrument for the
implementation of the projects. The concept was the same as applied for the
projects under the second aquatic environment action plan with the modification
that the re-allotment planning was not monopolized by the ministry but also open
for private companies through a tendering process. The political intention was to
implement the projects during 2007-2009 including the time for the land
consolidation works. This was, however, not possible and a few of these projects
are still on-going (2014).

During the 2000s, in total 67 land consolidation projects were approved in
connection with public initiated nature and environmental projects (table 3.3). In
total 2,013 agricultural holdings participated and 12,812 ha changed owner as part
of the projects.

51 In Danish: Den sarlige vand- og naturindsats — Miljemilliarden.
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BOX 3.2: Skjern River Nature Restoration Project 1987 — 2003

The Skjern River Land Reclamation project (Box 3.1) was in the beginning successful from the
perspective of agricultural development. However, some serious side effects for nature and
environment occurred soon after its finalization including for the environment in Ringkoebing Fjord
caused by leaching of nitrate and ochre. The land reclamation project had also resulted in loss of
biodiversity in the river valley. Soon, also problems for the agricultural utilization of the river valley
begin. Drainage and cultivation of the peat-rich soil resulted in sinking of the terrain — often with
more than one meter. A new drainage project was needed if cultivation of the fields was to continue
(Ministry of Environment 2005). In 1987, only 19 years after the finalization of the land reclamation
project, the Danish Parliament took the decision to restore the natural environment in the lower
section of the river valley.

Land acquisition and land consolidation began in 1991. The initial plan was to carry out land
consolidation in three stages during 1991-94, first in the Western part of the river, second in the
Eastern part and finally a third stage to finalize everything. The Ministry of Environment was
responsible for the nature restoration project and the Ministry of Food, Agriculture and Fisheries for
the land consolidation works. Most of the local landowners, farmers and their associations were in
the beginning very much against the restoration project, which they felt was decided by politicians
and technocrats in the capital without understanding of the local situation.

Landownership (part of Plan 1) before final stage of Landownership (part of Plan 2) after final stage of land
land consolidation (“Borris”) implemented 1 April 2000. consolidation (“Borris”). Blue and green parcels state owned.

The land consolidation was implemented in seven stages instead of the planned three. In total, 358
agricultural holdings participated in the voluntary land consolidation and 2,977 ha changed owner.
Most of the land consolidation works were carried out without clear knowledge of the technical
restoration projects (e.g. exactly which parcels would be included and which would not). The
technical project was only approved in July 1998 by the Parliament adoption of the law on Skjern
River Nature Restoration project. The restoration project included 2,200 ha of the 4,000 ha that
were drained in the 1960s. In addition the law gave specific access for the Ministry of Environment
to expropriate private agricultural land if voluntary agreements could not be reached. However, only
around 20 ha were actually expropriated and voluntary solutions with the landowners were reached
for more than 99% of the project area. Many of the landowners benefitted highly from the land
consolidation solutions as they were often able to exchange relative small parcels with drainage
problems, sometimes more than 10 km from the homestead with arable land without drainage
problems much closer to the homestead. Often they also had the opportunity to purchase additional
land. Many landowners used the opportunity to sell their parcels in the river valley. The project
contributed to reduction of land fragmentation and enlargement of farm sizes at the same time as
the nature restoration project took 2,200 ha out of agricultural production.
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Figure 3.4: Land consolidation with the objective of nature restoration (wetlands project).
“Rodding Lake” restoration land consolidation implemented under the second aquatic
environment action plan. Land ownership before the project (Plan 1). Technical
investigations showed that the area within the green frame would be affected by the
restoration project. The two land parcels marked as serial number 9 were acquired by the
State Land Bank after the property pre-study and before the launch of the land
consolidation project.

Finally in 2010, the Parliament adopted the Green Growth Programme under
which a number of initiatives are planned during 2010 - 2015 including the
implementation of additional up to 13,000 ha of new wetlands under the project
management of the municipalities and 1,600 ha managed by the Nature Agency of
the Ministry of Environment. The new programme is directly linked to the
implementation of the EC Water Framework Directive. The organizational and
institutional set-up is almost the same as during the second aquatic environment
action plan. Ministry of Environment is overall responsible for the
implementation of the programme and the Land Consolidation Unit under the
Ministry of Food, Agriculture and Fisheries responsible for land consolidation and
land banking in connection with the projects. The funding of both the wetlands
projects and of the connected land consolidation works were in 2010 included as
a measure under the RDP.
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Figure 3.5: Land consolidation with the objective of nature restoration (wetlands project).
“Rodding Lake” restoration land consolidation. Land ownership after the project (Plan 2).
Parcels with red frame change owner as a result of the planning process. As part of the
agreement with the private landowners they accepted that the municipality had the right
to construct a path around the restored lake. The parcels acquired by the State Land Bank
were sold again to private landowners in the land consolidation project.

In the first stage of the projects, the authority responsible for the project
implementation, respectively the municipalities and the Nature Agency of the
Ministry of Environment apply for funding of i) a technical and biological pre-
study and ii) a property pre-study. Most these pre-studies are carried out by
private consulting companies. During the property pre-study, the first contact is
taken with the landowners affected by the planned change of land use, often from
arable land or grazing meadows to lake, swamp or wet meadows. Outcome of the
property pre-study is an assessment of the interest of the landowners, the need for
land consolidation and an estimate of costs of the compensation to the
landowners. The support of the landowners is absolutely essential since their
participation in the projects to a large extent is voluntary.52 Normally, the
procedure in the on-going wetlands projects is that the property pre-study is
carried out by a private consultant and the subsequent land consolidation
negotiated by a staff member of the Land Consolidation Unit of the ministry. As

52 According to article 60 in the law on nature protection, the project owner (ministry or
municipality) can expropriate one or a few parcels in the project area when the large
majority of landowners voluntary have agreed with the implementation of the project. The
extent of the article has so far not been defined by the courts.
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the property pre-study is leading straight into the land consolidation project
(figure 3.2), it is not suitable that one team is conducting the pre-study and
another handling the land consolidation. The professionals dealing with the
property pre-study and the subsequent land consolidation project must build up
relations of trust with the landowners and this often difficult process is interrupted
when new professionals take over in the middle of the process.

The experiences in Denmark since 2010 with funding of wetlands projects and the
connected land consolidation projects under the RDP are that its implementation
is difficult in practice. The project holder (municipality or local unit of Ministry of
Environment) apply to the Ministry of Food, Agriculture and Fisheries for funding
of the projects from the RDP based on the pre-studies and receive an approval
with a budget. In principle, the budget cannot be increased during the subsequent
implementation of the project and the land consolidation. It is, however, often
very difficult beforehand to estimate the exact costs of a wetlands project on the
basis of only the technical pre-study and it is also often difficult to estimate the
costs of a land consolidation project before a proper land valuation is carried out
only based on the initial indications of the landowners. When the land
consolidation process begins, experience shows that land consolidation projects
may include more agricultural holdings than expected causing increased costs.

Since the amendment of the land consolidation law in 1990, formally allowing land
consolidation to be used also as a tool for nature restoration and similar public
initiated projects, the land consolidation instrument has each year been used in
connection with a relative small number of projects (5-10) where the initiator of
the land consolidation project is funding all the costs (property pre-study, re-
allotment planning and registration of new land ownership). In recent years
initiators of these land consolidation projects have typically been large public
owned water supply companies and municipalities seeking to implement
afforestation projects on private owned agricultural land with vulnerable ground
water resource. In Denmark, almost all drinking water comes from ground water
and protection of the ground water resource, i.e. the future drinking water, is
essential. Afforestation with broad-leaved trees provides an effective protection of
the ground water, also because of termination of the use of fertilizers and
pesticides in the afforested area. The private land is either bought up by the state,
municipality or water supply company and afforested or the private owners are
compensated for planting a private forest. An example of the application of land
consolidation in connection with afforestation and ground water protection is
provided in Box 3.3.
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During the 2010-2013, in total 38 land consolidation projects were approved in
connection with public initiated nature and environmental projects (table 3.3). In
total 773 agricultural holdings participated and 4,592 ha changed owner as part of
the projects.
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Figure 3.6: Danish land consolidation activity 1950-2010. Source: Table 3.1-3.3.

After the funding of the traditional land consolidation projects with the objective
of agricultural development ceased after 2006, the total volume of the Danish land
consolidation programme has in the last years more than been reduced by half
compared to the previous decades (figure 3.6). Furthermore, the average size of
projects (i.e. number of participating agricultural holdings and area changing
owner) is significantly reduced in the last years compared to the period 1980-2010
(table 3.3).
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BOX 3.3: Elmelund Afforestation and Ground Water Protection Project
2008 - 2010

The drinking water supply for Odense city, the third largest city in Denmark with 172,000
inhabitants (2014), is provided by VandCenter Syd (VCS), the water supply company in Odense,
owned by the local municipality. VCS operates seven waterworks supplied from 45 production
wells. In total, 9,300 million litres of groundwater is pumped up per year and distributed as
drinking water to the consumers (VCS Denmark 2014). The Elmelund area is in the catchment
area of two of the waterworks supplying 25% of the water for the city.

In 2001, VCS signed a cooperation agreement on afforestation with the Nature Agency of the
Ministry of Environment and Odense Municipality. The long term perspective is afforestation of
2,000 ha in the interest area of VCS in areas around Odense. First phase is the afforestation of 650
ha in the Elmelund area west of Odense (Bjerre 2010). During 2001-07, in total 50 ha were
purchased from private owners of agricultural land in the area. In 2008, VCS contracted Orbicon,
a Danish consultancy company, to speed up the acquisition of private agricultural land for the
project.

2 o

S SANDERUM
S

Ui

Landownership in the Elmelund area in 2008 320 ha purchased for afforestation during
At the beginning of the property pre-study, 2009-2010.

the 650 ha in the project area was owned by

58 private landowners.

As a first phase, a property pre-study was conducted in the winter 2008-09 among the 58 private
owners of agricultural land in the area. The study showed an interest among the landowners to
participate in the project, either by selling their land in the project area to the project or in
exchanging their land in the project area for other agricultural land outside the project area with
no or little need for groundwater production. It was the assessment based on interviews and
negotiations with the landowners that it would be possible to acquire in total around 255 ha of
which 120 ha would only be available through exchange agreements (Orbicon, 2009). The property
pre-study recommended to carry out a land consolidation project in connection with the
afforestation project.

The land consolidation project was planned in less than one year with the date of implementation
on 1 February 2010. In total 316 ha was acquired for afforestation in the Elmelund area including
two pig farms in full production (respectively 58 ha and 39 ha). After acquisition VCS closed down
the pig production.
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3.4.2 THE DANISH LAND BANK SYSTEM

The Danish land bank system was established in 1919 as a tool for an active land
policy with the main objective to support the establishment of new commercial
family farms.s3 As explained in section 3.3.1, the state land bank acquired land
from manors and larger estates and distributed the land in the process that
established the new family farms. During the world crisis in the 1930s, it was
possible for the land bank to acquire a considerable amount of land.5# In the
southern part of Jutland, land confiscated from the German state after the
reunification in 1920 and again after WWII was included in the process as well.
The establishment of new family farms was discontinued around 1960 which also
included the discontinuation of financial instruments such as state loans and state
guaranteed loans to the newly established farmers.

The tradition for combining land consolidation with land banking in the
traditional land consolidation work during 1950 - 1990 was especially strong in
the southern part of Jutland.s> Here land consolidation projects were planned
some years before they began in the field. During the planning period, the land
bank acquired agricultural land from private landowners which was then together
with land already owned by the land bank and additional land purchased during
the land consolidation project used to increase the land mobility in the project area
and subsequently develop better re-allotment plans.5¢ In the rest of the country,
most of the traditional land consolidation projects during the period were
implemented without the involvement of the land bank and instead building up
the land pool during the re-allotment planning.

The available funds in the state land bank were cut to almost nothing in 1990.5”
Since then, the land banking activities have been funded by earmarked funds in
the yearly state budget as part of the funding of the nature restoration programmes
such as the second aquatic environment action plan and the current green
growth programme. This means that the land bank currently only can be used for
the implementation of the specific projects under these programmes.

53 Jorgensen, C. et al.(Edt.) (1997): Jord lovgivning (in Danish) (Land legislation).
GADJura, p. 51-52.

54 Meier Andersen, N. (2004): Land Banking and Land Fund Schemes in Denmark. Paper
for FAO land banking workshop in Tonder, Denmark, March 2004.

55 Thomsen, L.E. (1995): Den sonderjyske jordfond (in Danish) (The South Jutland Land
Bank). Landinspektoren, issue 4/1995, 500-504.

56 Hartvigsen, M. (2014): Land Mobility in a Central and Eastern European Land
Consolidation Context. Nordic Journal of Surveying and Real Estate Research. Volume 10
Number 1/2014, 23-46.

57 Thomsen, I.E. (1995): Den sonderjyske jordfond (in Danish) (The South Jutland Land
Bank). Landinspektoren, issue 4/1995, 500-504.
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In 2005, the land acquisition act was merged with the land consolidation law and
today the legal provisions regulating the land bank system are included as chapter
3 in the law. The state land bank is managed by the Land Consolidation Unit of the
Ministry of Food, Agriculture and Fisheries. The land bank provisions in the land
consolidation law allow the ministry to act in the land market as private
stakeholders. The land is purchased on normal market conditions. Often, the
conducted property re-study (section 3.4.1) indicates which parcels or agricultural
holdings it would be suitable for the land bank to acquire as part of the preparation
of the land consolidation project in connection with a nature restoration project.
Then the representatives of the Land Consolidation Unit negotiate with the
identified landowners with an interest in selling land. The legal document is an
offer from the landowner to the land bank in which he/she offers to sell the land
at the negotiated conditions. When the offer is accepted by the head of the Land
Consolidation Unit, an agreement is made. The head of the unit is by the law
empowered to act on behalf of the minister.58 This construction allows for a fast
procedure opposed to the normal procedures when public authorities purchase
agricultural land from private owners.

The land purchased by the land bank is often leased out for one or two seasons and
then in the land consolidation project sold to private landowners in exchange for
their land in the planned nature project area. The selling price goes back in to the
land bank and is subsequently used to acquire land for other land consolidations
in connection with nature projects. During the implementation of wetlands
projects under the second aquatic environment action plan during 1999-2008,
the state land bank in average acquired 456 ha per year. 52 Most land was acquired
in 2003 with 979 ha and least in 2008 with 127 ha when the programme was about
to finalize. The Rodding lake restoration case (figure 3.4 and 3.5) illustrates very
well the interaction between land consolidation and land banking in Denmark.

The experiences from 25 years of implementing nature restoration projects on a
voluntary basis using the land consolidation and land bank instruments are that
both instruments are absolutely essential for reaching voluntary agreements with
the affected landowners. Active production farmers affected by planned nature
projects will often not be able to sacrifice their land in the project area unless they
are offered other land in compensation of at least the same soil quality and
location. Sometimes it is possible to acquire land for compensation purposes
directly during the re-allotment planning in the land consolidation project but
often it takes more time to ensure a level of land mobility in the land consolidation

58 Haldrup, N. O. (2004): Danish Land Consolidation — The interaction between land
consolidation and land banking. Paper for FAO land banking workshop in Tonder,
Denmark, March 2004, p. 7-8.

59 Unpublished data from Land Condolidation Unit under the Ministry of Food, Agriculture
and Fisheries (2014).
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area which makes the voluntary re-allotment planning successful in terms of
reaching agreements with all landowners affected by the nature project. In such
situations it is essential to be able to supplement the land consolidation
instrument with land banking.

3.4.3 MULTI-PURPOSE IN CURRENT DANISH LAND CONSOLIDATION
PROJECTS

We will now analyze the application of multi-purpose in Danish land consolidation
projects after multi-purpose of the land consolidation instrument was included in
the preamble of the land consolidation law in 1990. In section 3.3, we already
concluded that the traditional land consolidation projects, which continued until
2006, only included few other objectives than agricultural development.

The land consolidation projects implemented since 1990 in connection with
nature restoration projects under various programmes have all been limited in
scope as they could in principle only include land transactions which directly or
indirectly contributed to the implementation of the nature project. In this sense
the projects are only “open” for participation of the landowners who are either
affected directly by the project or may contribute to land consolidation solutions
by providing land (through sale or exchange) which is then used to compensate
the directly affected landowners. Land consolidation has become a tool for conflict
solutions in area related public interventions.6°

Despite of this basic condition, there are, however, very good examples of land
consolidation projects implemented in connection with large nature restoration
projects which at the same time have improved the farm structures (through
reduction of land fragmentation and enlargement of production farms) and
ensured the implementation of the nature project. The land consolidation work in
connection with the Skjern River Nature Restoration Project (Box 3.2) is a very
good example of this. There are however other good examples of multi-purpose in
land consolidation projects under the second aquatic environment action plan
(e.g. Vilsted Lake restoration, Aarslev Meadow Lake Restoration and Sliv Lake
Restoration).¢!

In the on-going land consolidation projects under the current green growth
programme, the funding under the Rural Development Programme is further
limiting multi-purpose compared to the earlier projects funded with 100 percent
Danish funds. As explained (section 3.4.1), the inflexible budget system, where the
budget cannot be increased during the implementation of the nature project and

60 Haldrup, N.O. (2011): Almindelig jordfordeling — igen (in Danish) (Traditional land
consolidation — again). Landinspektgren, issue 1/20112, 31-33.

61 Damgaard, A. and Foged, P. (2006): Vilsted So — De gjorde det muligt (in Danish) (Vilsted
Lake — They made it possible). Aalborg Universitetsforlag.
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the land consolidation project, is restricting the outcome of the land consolidation
projects. It is, however, worth to notice that this is not due to the EC regulation
but mainly due to the limited scope in the design of the support measures in the
Danish RDP.

We can conclude that the potential for pursuing multiple purposes in the same
project with the Danish land consolidation instrument has not been realized. An
important explanation relates to the funding sources of land consolidation
projects. Funding under the various nature restoration programmes have only
been available for land transactions directly related to the nature projects. In the
land consolidation projects fully funded by the initiator, typically large water
supply companies or municipalities, these initiators are not willing or even
allowed to fund land transactions which are not directly or indirectly related to
their afforestation projects.

3.5 PERSPECTIVES AND RECOMMENDATIONS FOR THE
FUTURE

The further development of the Danish land consolidation and land banking
instruments has in recent years been discussed among land consolidation
professionals and members of academia.é2

In 2012, the new Danish government formed an independent and fast working
nature and agriculture commission to give recommendations for solving
structural, financial and environmental challenges including proposals for how
Danish agriculture can contribute to actions against climate change as well as
improved conditions for nature and environment. In April 2013, the commission
presented 44 detailed recommendations.?3

Three of the recommendations of the commission relate directly to the land
consolidation and land banking practice. It is proposed to strengthen the existing
land consolidation instrument and to establish a national nature fund funded in
a public-private partnership. The nature fund shall have the opportunity to
acquire not only private land in planned project areas but also private agricultural
land to be used for compensation in land consolidation projects. Furthermore, the
commission stresses the need to re-introduce land consolidation projects with the
traditional objective of agricultural development and propose to exempt land

62 Haldrup, N.O. (2011): Almindelig jordfordeling — igen (in Danish) (Traditional land
consolidation — again). Landinspektgren, issue 1/20112, 31-33.

63 Natur- og Landbrugskommissionen (2013): Natur og Landbrug — en ny start (in Danish)
(Nature and Agriculture — a new start — Final report from the Nature and Agricultural
Commission).
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transactions in such projects from the normal land registration fee of 0.6 % of the
value of the land transferred.

The government has received well the recommendations of the commission and
in December 2013 it was politically agreed to establish a national nature fund
from 2015. It is not yet clear (November 2014) how the recommendation of
strengthening the land consolidation instrument will be carried out. Furthermore,
the government launched in October 2014 Nature Plan Denmark, in which the
land consolidation instrument also is mentioned as an important tool for the
establishment of a contiguous nature network.These new initiatives are golden
opportunities to develop and future-proof the Danish land consolidation and land
banking instruments.

The new national nature fund, which from the start in 2015 is expected to have a
startup capital of 130 million Euros, will have the opportunity to function in the
same way as the state land bank managed by the Ministry of Food, Agriculture and
Fisheries. Thus, it will add extra funds and volume to the well-functioning Danish
land bank system. A precondition is, however, that the management of the
national nature fund will be able to act under the existing fast and flexible land
bank provisions in the land consolidation law. To do so it needs to be empowered
to act on behalf of the minister as it functions for the state land bank (section
3.4.2).

The recommendation of the nature and agriculture commission to re-start the
traditional land consolidation projects with the objective of agricultural
development through an exemption from the normal land registration fee is a
small step in the right direction. This will, however, not solve the fundamental
problem which is that since 2006 there has been no financial support for this type
of land consolidation. All experience show that the local landowners and farmers
with need and interest in traditional land consolidation will not by them self
initiate and organize land consolidation projects. An exemption from registration
fee will not fundamentally change this.

What is really needed is to establish a new broad subsidy scheme where the
objectives of agricultural development, nature restoration, improved biodiversity
and landscape values as well as recreational initiatives all are given the same
priority and where the specific objectives will vary from land consolidation project
to project. It would be an option to fund the new support scheme under Rural
Development Programme 2014-2020 but it would be even better to secure the
funding only from the State budget because of the mentioned restrictions when
using RDP funds. This would allow for realization of the potential for multi-
purpose use of the Danish land consolidation instrument which, as discussed in
section 3.3.3 and 3.4.3, so far has not been realized. Multi-purpose in the projects
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under a new subsidy scheme could be further strengthened if the property pre-
study, normally carried out in land consolidation projects with nature restoration
purpose, is expanded to the preparation of what could be called a local
development plan. The plan should be prepared through a participatory process
involving all relevant and interested stakeholders such as the local landowners,
farmers and their local associations, the village population, local NGOs as well as
the local municipality and the local unit of the Ministry of Environment. The
subsequent land consolidation project will then seek to implement the elements
of the plan where the change in land ownership is relevant while other elements
can be implemented outside the frame of the land consolidation.

Re-opening of land consolidation projects with the traditional purpose of
reduction of land fragmentation and enlargement of the production farms under
a new broad subsidy scheme will, as it has always been the outcome of the
traditional land consolidation projects, increase productivity and competitiveness
of the production farms. The agricultural structure in Denmark has, as explained
in section 3.3.1, changed rapidly during the last decades. From around 1990, the
land law has been gradually liberalized lifting almost all the restrictions on
acquisition of agricultural land. This has resulted in a farm structure where large
production farms often own and rent agricultural land in a very long distance (20-
30 km) from the homestead which again leads to loss in income and productivity
for the farmer. The rapid structural development has, however, also other negative
effects, not only for the farmer. A recent study from Finland shows that the
structural development causes fragmentation of the ownership structure and that
the climate impact through increased emission of greenhouse gases due to
increased agricultural transportation will be remarkable especially in the long run
if the changes in the property structure are not prevented. Hence, the land
consolidation instrument can in the future also play an important role as part of
government policy on combatting climate change Furthermore, the nature
restoration and afforestation projects implemented during the last 25 years, also
have had a positive contribution to reducing emission of greenhouse gases.

3.6 CONCLUSIONS

Denmark has a long lasting land consolidation tradition. From the 1920s until the
1980s, the land consolidation and land banking instruments were used as tools for
agricultural development mainly through reduction of land fragmentation and
facilitation of the structural development as it was the case also in other European

64 Hiironen, J. and Niukkanen K. (2013): On the structural development of arable land in
Finland — How costly will it be for the climate. Land Use Policy 36 (2014) 192-198.
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countries in the period. Public funding (national as well as EU co-funding) of these
traditional projects was discontinued in 2006.

From 1990, the land consolidation instrument has been used for the
implementation of nature restoration projects under various government
programmes. In this framework, the land consolidation and land banking
instruments have proven to be absolutely essential in the process of reaching
voluntary agreements with the affected landowners.

Participation in land consolidation projects is voluntary in Denmark. This means
that the project must have something to offer to the potential participants. The
offer which is acceptable for the participants is often other land in compensation
and land consolidation solutions which cannot be negotiated by the participants
bilaterally but only as part of a planned and facilitated re-allotment planning
process.

The Danish land consolidation procedure is today basically the same as the system
which was introduced with the amendment of the law in 1955. The procedure has
proven to be robust and so flexible that the objectives of the projects have been
able to shift from agricultural development including land reclamation to giving
the land back to nature in nature restoration projects without any need for
amendment of the land consolidation procedure.

The multi-purpose potential in the Danish land consolidation instrument has not
been realized and there is a need for further development of the instrument in this
direction. It is the recommendation to establish a new broad subsidy scheme
where the objectives could vary from project to project depending on the local
needs. This can be done within the existing legal framework and procedures.
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Abstract

Land privatization in the Republic of Moldova was made feasible through the
adoption of the Land Code in 1991. The land reform and post-land reform
development has resulted in a polarized agricultural structure with an average
land holding of 1.56 hectares, typically distributed in 3—4 parcels. In many cases
the fragmentation of land parcels has prevented the land market from developing.

As a result of increasing political awareness of the problems, in 2004 the
Government of Moldova requested assistance from the World Bank to address the
situation. This led to a feasibility study and ultimately to the implementation of
land consolidation in six pilot villages; this was then scaled up to an additional 40
villages.

The six pilots were implemented during 2007-2009. In total, more than 7,000
landowners and almost 27,000 agricultural parcels were identified in the six pilot
villages. Of these more than 2,900 (40 percent) participated in the project through
land transactions. The scheme was completely voluntary.

65 The paper is written by Morten Hartvigsen, Maxim Gorgan and David Palmer with Morten
Hartvigsen as the main author (see co-author statement).
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During 2009—2010, the activity was scaled up with 40 new projects. A total of
7,520 hectares changed ownership, and around 2,600 hectares were transferred
through long-term leases. About 25 percent (12,795) of all owners participated in
the project.

In 2010, the Government of Moldova requested FAO to support the preparation
of a national land consolidation strategy. The plan is for this strategy to be
implemented through a national land consolidation programme. In January 2013
it was expected that the land consolidation strategy would be adopted by the
government in mid-2013 as part of a general strategy for agriculture and rural
development.

4.1 INTRODUCTION

Most countries in Eastern Europe have been through a remarkable process of land
reform that resulted in a complete shift from collective or state ownership of
agricultural land to private ownership. The majority of these reforms were carried
out in the 1990s and started with the transition from a command economy to a
market economy. Land was privatized in different ways. In some countries, e.g.
the Baltic states, privatization took the form of restitution to owners or their heirs
of land that had been registered before the Second World War. In other countries,
e.g. Albania, Armenia and Moldova, privatization was implemented through an
equitable distribution of land parcels. In yet other countries, e.g. Ukraine and
Russia, agricultural land was privatized by distributing to farm workers ‘ideal’ or
‘equivalent’ shares (i.e. undivided shares) with the land often continuing to be
used by large-scale agricultural enterprises. All of these reforms were essentially
driven by considerations of political justice. In some countries they were also
driven by the need to rapidly allocate agricultural land to rural households in order
to address problems of food security after the collapse of collective and state farms.

This paper describes the land reform process undertaken by Moldova, the land
fragmentation that resulted, and recent efforts to address fragmentation through
the introduction and development of a land consolidation instrument.

4.2 LAND REFORM IN MOLDOVA AND ITS OUTCOMES

The Republic of Moldova is situated in Eastern Europe between Romania and
Ukraine. It was part of the Soviet Union and declared its independence in August
1991. During the Soviet era all agricultural land was state-owned.® Land was used

66 World Bank. (2005): Moldova Agricultural Policy Notes, Agricultural Land.
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for large-scale farming in collective or state farms and typically organized with one
large farm per village.

4.2.1 LAND PRIVATIZATION

Land privatization was made feasible through the adoption of the Land Code in
1991 and the Law on Peasant Farms.5” The Land Code set out the principles and
processes for privatization and distribution of agricultural land. Meanwhile the
Law on Peasant Farms provided the legal tools for establishing individual private
farms by allowing people to exit from collective farm enterprises. In accordance
with articles 6 and 12 of the 1991 Land Code, village land commissions were
established to determine ‘equivalent’ land shares for eligible recipients, such as
members and workers of collective and state farms. Eligibility extended to
administrative and professional staff, teachers, social workers and pensioners.
One of the first activities was to determine the land fund subject to privatization,
and the village land commissions played a central role. The exact size of the land
fund for all of Moldova’s villages was established by Government Decree number
469 in 1994.

The 1991 Land Code (article 13) provided for the preparation of land arrangement
projects’ to distribute the state-owned agricultural land to the rural population.
These privatization projects were approved by local councils of the primarias (i.e.
municipalities) upon the recommendation of the village land commissions, after
taking into consideration the opinions of the owners of land shares. The local
councils authenticated the distribution of property rights for the equivalent shares
of land and issued land titles for land shares. Initially, the provisional land titles
did not indicate the exact location of parcels and eligible persons were not
allocated physically distinct parcels. According to the Land Code, the owners of
the land shares had the right to withdraw from the collective farms and establish
individual farms. In this situation, distinct physical land parcels were allocated.

Administrative support for land privatization was relatively weak and in many
cases the management of collective and state farms worked against the process.
Between 1992 and 1996, less than 10 percent of members of collective farms had
left and those that had were trying to farm individually, often without any
equipment.®® As such, despite the early start, land reform in Moldova advanced

67 Csaki, C. & Lerman, Z. (2001): Land reform and farm restructuring in Moldova: A real
breakthrough? Discussion Paper, Hebrew University of Jerusalem.

68 East-West Management Institute. (2001): Moldova Land Privatization Program — Final
Report.
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very slowly until 1996 when the Constitutional Court removed legislative
constraints.®9

Moldova’s land reform was heavily influenced by donors. The National Land
Programme, funded by USAID, was launched in 1997 following two privatization
pilot projects. Land arrangement projects for privatization were finally prepared
and implemented using the procedure set out in the 1991 Land Code, but only after
resolving the issue of outstanding farm debts. The new owners each received
parcels of ‘equivalent soil quality’ rather than of equal surface area, i.e. allocations
of land with good soil quality were smaller than those for less fertile soils.

The National Land Programme ended in 2001 and resulted in the privatization of
1 004 collective and state farms.7> More than 98 percent of agricultural land
subject to privatization (around 1.7 million hectares) was distributed to almost 1.1
million new owners, each with an average land holding of 1.56 hectares.” Moldova
was relatively unusual among transition countries in that a husband and wife (for
example) would each received land parcels, rather than the household.

A land registry, the Agency for Land Relations and Cadastre, was established
during the implementation of the National Land Programme with headquarters in
the capital, Chisinau, and branch offices in each raion (i.e. administrative region).
The parcels distributed during the privatization process have in most cases been
registered.

The land reform in the 1990s and post land reform development has resulted in a
polarized agricultural structure. A duality now exists: with a relatively small
number of large corporate farms at one extreme and a large number of very small
and fragmented family farms at the other. While smallholders operate some 99.5
percent of farms, they farm less than 39 percent of the total utilized agricultural
area. Their farms average around one hectare compared with an average of almost
250 hectares for the larger operators, who are often farming on leased land.?
Medium-sized family farms that are the backbone of the agricultural structures in
most Western European countries are almost completely absent in Moldova.

69 Csaki, C. & Lerman, Z. (2001): Land reform and farm restructuring in Moldova: A real
breakthrough? Discussion Paper, Hebrew University of Jerusalem.

70 East-West Management Institute. (2001): Moldova Land Privatization Program — Final
Report.

7t Consulting and Credit in Agriculture (CCA): (2003). Agricultural Land Market in
Moldova — Baseline Study.

72 National Bureau of Statistics. (2011): Preliminary result of General Agricultural Census.
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4.2.2 LAND FRAGMENTATION AS A SIDE EFFECT OF LAND REFORM

As elsewhere throughout Eastern Europe, land fragmentation occurred in
Moldova as a side effect of the land privatization process. During the
implementation of the National Land Programme the issue of land fragmentation
was raised politically, and in 1998 the Land Code was adjusted to minimize
fragmentation.”s From that stage on, the equivalent land share was to be allocated
in not more than three physical parcels — i.e. of arable land, vineyard and orchard
— depending on the situation in the village. The level of land fragmentation after
the privatization process varies considerably from village to village: new owners
were almost always allocated three parcels officially, but they often received more.
In some villages the persons eligible for land requested up to 12 parcels, e.g. to
have orchards with different types of fruit trees.

The level of fragmentation today remains almost the same as when the
privatization process ended around 2000. Figure 4.1 shows the level of land
fragmentation for the different raions. For each raion, aland fragmentation index,
i.e. number of parcels per hectare, is calculated by dividing the total number of
agricultural parcels — including arable land, orchards and vineyards — by the total
area of agricultural land. The level of fragmentation is highest in the central part
of Moldova.

The extent to which land fragmentation obstructs agricultural and rural
development differs from one country to another and a general analysis of the
underlying circumstances is beyond the scope of this paper. In the case of
Moldova, the small and fragmented farms — e.g. farms of one hectare divided into
3—4 parcels — are widely recognized as a significant barrier for the vast numbers
of small-scale family farmers. These farmers live with the daily problem of
additional costs and inconvenience caused by fragmentation.

73 Consulting and Credit in Agriculture (CCA). (2003): Agricultural Land Market in
Moldova — Baseline Study.
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LAND FRAGMENTATION

in the Republic of Moldova
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Figure 4.1: Land fragmentation level in raions.7+

4.2.3 DEVELOPMENT OF THE AGRICULTURAL LAND MARKET

Starting in 1997, legislation permitted the selling and buying of parcels and the
agricultural land market has gradually developed from a very low base. Table 4.1
presents data on sales transactions for agricultural land during the period 1999—
2008. In 1999, 1,933 sales transactions were registered, transferring a total of 232

74 Calculations by the authors based on data from the 2011 General Agricultural Census,
(National Bureau of Statistics of the Republic of Moldova).
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hectares. A decade later in 2008, 72,000 sales transactions took place and resulted
in the transfer of ownership of 12,911 hectares.? A total of nearly 40,000 hectares
of agricultural land was sold in almost 400,000 land transactions during the
period 1999—2008. The average size of land in one transaction has been stable at
about 0.1 hectares throughout that period. Despite this development in the land
market, the land sold in this ten-year period is only 2 percent of the total
agricultural land in Moldova.7®

Number of | Total area of | Average Average
transactions | transactions | transaction | price per
(ha) (ha) hectare
(MDL)

1999 1,993 232 0.12 3,364
2000 9,753 1,268 0.13 3,100
2001 24,625 2,336 0.09 2,028
2002 27,759 2,682 0.10 3,781
2003 49,165 3,595 0.07 3,733
2004 44,134 3,201 0.07 8,001
2005 47,382 3,250 0.07 9,040
2006 51,483 3,773 0.07 11,000
2007 65,000 4,697 0.07 12,104
2008 72,000 12,911 0.17 10,301
Mean price 393,294 37,945 0.10 6,735
1999—2008

Table 4.1: Sales transactions for agricultural land 1999—2008 (1 US$ equals 12 MDL as of
March 2012). Source: Botnarenco, 2009. 77

In many cases the fragmentation of land parcels has prevented the land market
from developing, on account of the high transaction costs and the practical

75 Botnarenco, 1. (2009): Consolidarea terenurilor agricole in Moldova (teorie, metode,
practica).

76 Cimpoies, D., Lerman, Z. & Racul, A. (2009): The economics of land consolidation in
family farms in Moldova.

77 Botnarenco, 1. (2009): Consolidarea terenurilor agricole in Moldova (teorie, metode,
practica).
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constraints of the interested buyers. For example, these buyers sometimes need to
deal with hundreds of owners, especially in the case of areas involving orchards
and vineyards where parcels are sometimes as small as 0.1 hectares.

4.3 INTRODUCTION OF LAND CONSOLIDATION IN
MOLDOVA

As a result of increasing political awareness of the problems experienced by small
and fragmented farms, in 2004 the Government of Moldova requested the World
Bank to assist in addressing the situation. This request led to a feasibility study,
and ultimately to the implementation of land consolidation schemes in six pilot
villages, later scaled up to an additional 40 villages.

4.3.1 FEASIBILITY STUDY

At the request of the Government of Moldova, the World Bank funded a feasibility
study with the objective of providing recommendations on pilot land consolidation
activities, based on voluntary participation by the beneficiaries, in order to create
more efficient smallholdings. The feasibility study was carried out during 2005-
2006 by a team of Danish land consolidation experts and included a background
report 78 and an appraisal report,” leading to the design of a land consolidation
pilot project. Based on the experience of the team with pilot projects in several
Eastern European countries (for example, Lithuania, Armenia and Serbia), and
also on FAO guidelines.8°

A pilot project with three main components was proposed:

1. simultaneous implementation of land consolidation pilots in six
locations

2. capacity building

3. monitoring and evaluation.

The main stages proposed for the pilot project are illustrated in figure 4.2.8:

78 Hartvigsen, M. & Haldrup, N. (2005): Land Re-parceling Study — Background Report.
Copenhagen, Danish Ministry of Food, Agriculture and Fisheries.

79 Hartvigsen, M., Haldrup, N., Blaabjerg, E. & Meier Andersen, N. (2006): Land Re-
parceling Study — Appraisal Report (Pilot Program Design). Danish Ministry of Food,
Agriculture and Fisheries.

80 FAO. (2003): The design of land consolidation pilot projects in Central and Eastern
Europe. FAO Land Tenure Studies No.6. Rome, FAO.

8 Hartvigsen, M., Haldrup, N., Blaabjerg, E. & Meier Andersen, N. (2006): Land Re-
parceling Study — Appraisal Report (Pilot Program Design). Danish Ministry of Food,
Agriculture and Fisheries.
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Figure 4.2: Main stages of land consolidation pilots proposed in feasibility study
in 2006 (Land Consolidation Pilot Project for six villages).

4.3.2 MOLDOVA LAND RE-PARCELING PILOT PROJECT

The feasibility study led in 2006 to a request by the Government of Moldova to the
World Bank and the Swedish Development Agency (SIDA) to fund the
implementation of the Moldova Land Re-parceling Pilot Project as part of the
Rural Investment and Services Project IT (RISP-II). FAO participated with the
World Bank in the supervision of the pilot project.

Following a tender process, the project was implemented during the period July
2007 to February 2009 by an international consortium consisting of Niras AB
(Sweden), Orbicon A/S (Denmark), ACSA (Moldova) and Terra Institute (United
States of America). All project costs were covered by World Bank / SIDA funds.
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The specific objectives of the pilot project were to:82

1. test the demand and feasibility of land consolidation with small
landowners as the primary target group;

2. use the pilot experience as the basis for designing a potential national-
level approach, including techniques, resource requirements and a
legislative framework;

3. assess the impact of land consolidation at the local level, including on
land markets, agricultural production and equity.

The project had three main phases:

Phase 1 — Preparation for land consolidation planning
Phase 2 — Land consolidation planning
Phase 3 — Registration and implementation of signed agreements.

The first activity was to select the six pilot villages using a list of 17 selection criteria
proposed in the feasibility study.83 Among the most important criteria were:

e the existence of family farms with the potential for commercial farming
and willingness to enlarge their farm size and amalgamate parcels;

e high fragmentation of land parcels;

e a small number of absentee owners and of parcels with problems of
inheritance (i.e. where the registered owner was deceased);

e a small number of registration problems arising from the land reform
process;

e initiative and commitment from the mayor and local council;

e availability and capacity of the secretary of the local council to provide
some notarial services.

Alist of 100 candidate villages was prepared by MAFI. Using the selection criteria
the contractor and MAFI developed a shortlist of the 20 most suitable villages.
They did this via an assessment whereby each village was allocated points
depending on how it matched the selection criteria.84 The 11 villages with the
highest scores were visited; finally the six most appropriate villages were selected
(see figure 4.3).

82 Hartvigsen, M. (2007): Moldova Land Re-parceling Pilot Project — Inception Report.
Niras, Orbicon, ACSA and Terra Institute.

83 Hartvigsen, M. & Haldrup, N. (2005): Land Re-parceling Study — Background Report.
Copenhagen, Danish Ministry of Food, Agriculture and Fisheries.

84 Hartvigsen, M. (2007): Moldova Land Re-parceling Pilot Project — Inception Report.
Niras, Orbicon, ACSA and Terra Institute.
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The contractor established a project organization with a project team of three
national consultants and a land consolidation planner in each of the six pilot
villages. These team members were employed through ACSA, the local partner in
the consortium. The agricultural advisory service in Moldova is to a large degree
operated by ACSA, and its network of consultants became available for the project
implementation. The local team was supported by an international team of five
experts from Orbicon and Terra Institute.

A training programme was developed at the start of the pilot project.85 It included
a series of five training seminars, each seminar covering the activities that should
occur in the following months, and ongoing supervision by the national and
international consultants. The training was based on land consolidation training
materials divided into 12 units outlined via a text and slide presentation, prepared
by FAO based on experience gained from projects in Lithuania and Armenia.8¢
Around 60 people from relevant stakeholder institutions participated in the
training programme.

A public awareness campaign was prepared and included the following elements:

e A project brochure was prepared and disseminated in the pilot villages
(see figure 4.4).

e  Three community workshops were organized in each pilot village.

e A project web site was created and maintained during the life of the
project.

e Information tailored to the needs of specific landowners and/or farmers
was given during interviews and negotiations with them.

At the first community workshop in each of the six villages in October 2007, a local
stakeholder committee was elected among and by the workshop participants.
These committees were essential to ensure a participatory and bottom-up
approach, representing the general interests of the different groups of
stakeholders. During the project the local project teams and the local committees
met regularly. The committees participated in the land valuation process and in
some cases also helped to facilitate the negotiations between landowners and/or
farmers.

85 Ibid.
8 FAO (2006): Land tenure training materials on land consolidation pilot projects. Rome,
FAO.
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GEOGRAPHICAL DISTRIBUTION OF PILOT VILLAGES
MOLDOVA LAND RE-PARCELING PILOT PROJECT

Figure 4.3: Location of selected pilot villages

Another early step was the preparation of ownership maps (referred to as ‘Plan 1),
which showed all agricultural parcels in each of the six villages. These maps were
based on official data from the land register, such as cadastre maps and registry
information on ownership, parcel size and land use. The local teams initially
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prepared analogue maps; later in the process digital maps were created using GIS
software. In total, more than 7,000 landowners and almost 277,000 agricultural
parcels were identified in the six pilot villages.

MINISTERUL AGRICULTURII
S| INDUSTRIEI ALIMENTARE

Ce va poate oferi reparcelarea
terenurilor?

Situatia curentd a terenurifor agricole

Proiectul pilot de reparcelare a terenuri-
lor agricole din Moldova a fost lansat pe
1 august 2007 si va dura pana la 1 februa-
rie 2009. Scopul de baza a proiectului pilot
este dezvoltarea gospodariilor taranesti de
fermier. Proiectul este implementat de un
consortiu international condus de Niras AB
din Suedia in cooperare cu Ministerul Agri-
culturii si Industriei Alimentare din Moldo-
va.

Activitatea de baza a proiectului este ela-
borarea si implementarea proiectelor de
reparcelare a terenurilor agricole in sase lo-
calitati pilot selectate:

« Busauca, Rezina

« Sadova, Calarasi

« Bolduresti, Nisporeni

Calmatui, Hancesti
Opaci, Causeni
Baimaclia, Cantemir

Cele sase sate au fost selectate in urma unui
proces riguros in baza unei liste de 100 de
sate candidate.

Participarea in cadrul proiectului este des-
chisa tuturor proprietarilor de terenuri din
localitatile pilot, fermierilor si altor persoa-
ne cointeresate in repacelarea terenurilor
agricole.

Participarea binevold

In perioada privatizarii terenurilor din anii
90, majoritatea locuitorilor din localitatile
rurale ale Moldovei au primit cate 3-4 par-
cele de teren (teren arabil, livada si vie), in
total, de obicei aceasta suprafata insuma 1-
3 hectare de pamant.

Scopul de baza a proiectului este de a con-
tribui la dezvoltarea agriculturii prin folo-
sirea mai rationald a pamantului si largirea
parcelelor de teren. Participarea in cadrul
proiectului este complet binevola.

Puneti-va, asadar intrebarea:
Ce poate sa-mi ofere proiectul de reparce-
lare?

Raspunsurile vor fi individuale, bazate pe si-
tuatie, posibilitati si dorintele proprietarilor

Orbicon

NIRAS

TERRAINSTINUTELLD,

Figure 4.4: Brochure given to landowners and local stakeholders

The next step was to investigate interest in and desire for the land consolidation
project on the part of landowners and/or farmers. An interview form was prepared
and the process of interviewing all owners of agricultural parcels in the six villages
began. For four months between December 2007 and March 2008, interviews
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were held with more than 6,000 landowners, representing 83 percent of all
landowners.87

Legend

Parcels for exchange.
Parcels for sale

i e Encrd o
S

Figure 4.5: Land mobility map for part of Sadova village

The data collected during the interviews were analysed and a report was prepared
for each of the villages to describe the agricultural structure and production. A
land mobility map — i.e. a map showing the parcels for which landowners had
indicated their willingness to sell or exchange — was also prepared for each village
(see figure 4.5).

A total of 49 percent of the interviewed landowners indicated that they were
willing to participate through the selling, buying, exchanging and/or leasing of
land parcels (see table 4.2). The interest demonstrated by landowners in
participating varied from 33 percent in Opaci to 67 percent in Bolduresti. The
interview forms — which gathered information such as land use and agricultural
production and the interest of each landowner — were combined with the
ownership map (referred to as “Plan 1”) and the land mobility map. The combined
results would give the local project teams a good platform for facilitating the

87 Hartvigsen, M. (2008): Moldova Land Re-parceling Pilot Project — Mid-term Report
(May). Niras, Orbicon, ACSA and Terra Institute.
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detailed negotiations between the landowners and/or farmers in the second phase
of the project.

Final Status of project |Busauca pilot |Sadova Bolduresti Calmatui Opaci Baimaclia Total in

site pilot pilot pilot pilot pilot pilots
site site site site Site

Total number of registered 3.011 5.922 6.006 2.022 5.626 4.204 26.791

agricultural land parcels

Identified number of 708 1.319 1.786 635 1.762 1.048 7.258

landowners

Number of landowners willing 426 535 1.202 286 589 540 3.578

to participate based on (60%) (41%) (67%) (45%) (33%) (52%) (49%)

interviews done Nov. 2007 -

March 2008

Number of signed re-parceling | 438 510 1.130 575 250 549 6.502

agreements

Number of transactions 907 350 1.197 440 473 245 3.612

(buying-selling, exchange and
heritage) fully registered as of
28 February 2009.

Number of reimbursed 773 350 1.180 410 450 160 3.323
transactions

Total area with changed 495,93 93,33 370,58 223,52 283,30 309,31 1.775,97
ownership (hectares)

Number of parcels leased 80 o 150 80 70 30 410
through the project.*

Total area leased through 40 () 100 21 91 50 302
project (hectares)*

Total number of parcels 987 350 1.347 520 543 275 4.022

participating in the project
(change of ownership + lease)

Total number of participating |578 240 1.270 430 240 150 2.908
landowners
Total number of participating |82% 18% 71% 68% 14% 14% 40%

landowners in % of all
identified landowners
* estimated.

Table 4.2: Final results of the Pilot Project. Source: Hartvigsen, 2009.88

The methodological approach of the pilot project placed land consolidation in an
integrated rural development context. A community area development plan was
prepared for each village by the project team in close cooperation with the
residents and their elected leaders. Three workshops were organized in each
village to prepare and discuss the draft development plans. The exercise gave
consideration to agricultural issues, local infrastructure, social issues and other
issues of local importance. One of the results was a catalogue of local development
initiatives to be implemented. The pilot project had funding only for the re-
parceling itself, but in some cases the national and local project teams were
successful in assisting the villages to find funding for the implementation of their
development plans.

In the second phase of the pilot project the local teams, supported by national and
international consultants, facilitated a process of negotiation and land
consolidation planning between the landowners and/or farmers in the six villages.
The objective was to assist participants in identifying the best possible options for
re-allotment, and to represent the results on a re-allotment plan (referred to as
‘Plan 2’). Each village was divided into sub-areas that were bounded by roads or

88 Hartvigsen, M. (2009): Moldova Land Re-parceling Pilot Project — Final Report. Niras,
Orbicon, ACSA and Terra Institute.
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channels. This was necessary in order for the local project teams to have an
overview of the situation and to manage the re-allotment process, as in some cases
there were over one thousand interested landowners. For each sub-area the design
goals for the re-allotment planning were defined by the local project team in
cooperation with the elected committee of stakeholders. For example, a sub-area
where a number of landowners wanted to sell their parcels might be considered a
location of interest for landowners who wished to consolidate and enlarge their
holdings.

Aland valuation exercise was conducted as part of the land consolidation planning
to find the market price for each parcel offered for sale or exchange. For each of
the defined sub-areas, a market value per hectare was estimated. This value was
subsequently used as the basis for the negotiations between landowners and/or
farmers, which were facilitated by the project teams.

The project aimed first to do as much as possible to improve the ownership
structure and then to facilitate long-term lease agreements as a supplement. The
process is illustrated in figure 4.6.89

Plan /. Plan 2. Plan 2.+ [Lease

Figure 4.6: Land consolidation process — First change of ownership, then lease as
supplement.

When an agreement on selling, buying or exchanging agricultural parcels was
finalized with each stakeholder, an agreement form was completed outlining the
relevant information and conditions, and this was signed by the landowner (see
photo below).

89 Ibid.
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BOX 4.1: Land consolidation and the promotion of agricultural
development

Bolduresti is a typical Moldovan village, with old, unproductive orchards.
Before the pilot project started, a local farmer wanted to acquire about 30
hectares in order to establish a new orchard. As the parcel sizes created for
orchard areas during the land reform were small, the area identified had 124
individual owners. The farmer managed to acquire an area of about 10
hectares by purchasing a number of parcels with an average size of about 0.7
ha. However, the remaining area comprised parcels as small as 0.14 ha, and
the high transaction costs and time constraints of dealing with a large number
of owners caused the farmer to give up.

SITUATION BEFORE THE PROJECT (PLAN 1) SITUATION AFTER THE PROJECT (PLAN 2)
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Through the pilot project, the farmer was able to acquire and consolidate
another 15 hectares of unproductive orchard in a relatively short period of
time. This involved purchasing approximately 110 parcels from about 80
landowners. After the finalization of the pilot project the farmer continued to
purchase parcels in his area of interest and in 2009 he planted a new plum
orchard on the consolidated land.

In total, 2,908 landowners or 40 percent of all landowners in the six villages
participated in the voluntary land consolidation pilot project. Three villages were
very successful, with the other three being less so. The participation rate varied
considerably from 14 percent in Opaci and Baimaclia to 71 percent in Bolduresti
and 82 percent in Busauca. In total, 1,776 hectares changed owners through the
project, which has been one of the largest land consolidation pilot projects in
Eastern Europe so far.

An example of the land ownership structure in a small part of one village before
the pilot project (i.e. Plan 1) and after it (i.e. Plan 2) is shown in Figure 4.7. In this
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example most of the parcels in this part of the village were purchased and
consolidated by a few local farmers. As outlined in the box above, land
consolidation can be an efficient tool to stimulate rural land markets in situations
where the high level of fragmentation, particularly in areas with very small parcels,
hinders market transactions. The ‘frozen’ land market was warmed up.

The first land consolidation agreement being signed in Calmatui village in April 2008

The third and final phase of the project was to register and implement the land
transactions agreed between the landowners and/or farmers. Simplified
procedures for simultaneous registration were developed following the provisions
in the 1991 Land Code. These further built on the simplified procedures already
developed under the Land Privatization Support Project 2003—2006 funded by
USAID.% The simplified procedures allowed the secretary of the local council to
perform some of the duties normally conducted by notaries. This speeded up the
procedure and reduced transaction costs.

90 Hartvigsen, M. & Haldrup, N. (2005): Land Re-parceling Study — Background Report.
Danish Ministry of Food, Agriculture and Fisheries.
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Area A -Plan 1 Area A - Plan 2

Figure 4.7: Land ownership in part of Bolduresti village before (left) and after (right) the
project.

The land transactions started in June 2008 in those sub-areas of the villages where
work on the re-parceling plan had been undertaken. Only transactions that
improved the parcel structure were funded under the project. In total, 3,612 land
transactions were conducted.” Despite the use of the simplified transaction
procedures, some of the transactions were complicated and time consuming.
Among these were so-called ‘inheritance cases’ in which the person registered as
the owner in the land register had passed away, but transfer to their successor had
not yet been registered. The process for registering the heir is relatively long and
involves notaries, but it is a strict requirement before any transaction can take
place. The pilot project dealt with almost 600 such cases. Many of these were in
Opaci and this was one of the reasons for relatively weak results in that village. In
addition, all six pilot villages had a number of problems with the registration of
parcels in the land register. In Sadova, one of the less successful villages, large
areas had not been registered during the land reform and the problem could not
be addressed in the limited project period. Thus, the owners of these unregistered
land parcels were excluded from participating. As a result, a recommendation of
the pilot project was that future land consolidation projects should roll out over a
longer period, such as 212-3 years, in order to resolve registration and other
problems.

91 Hartvigsen, M. (2009): Moldova Land Re-parceling Pilot Project — Final Report. Niras,
Orbicon, ACSA and Terra Institute.
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4.3.3 IMPACT ASSESSMENT OF THE PILOT PROJECT

The evaluation of the pilot project was part of the concept of the earlier feasibility
study. After a tender procedure, Agrex, a Moldovan consultancy, together with an
international team leader, carried out an impact assessment of the pilot project in
2011.92 The evaluation included a multidisciplinary analysis of the land tenure
situation and its economic, environmental and social impact, using a combination
of qualitative and quantitative methods. The six villages were compared with three
comparable neighbouring control villages.

Newly planted orchard in Bolduresti village on consolidated land.

The conclusion of the impact assessment was:

“An overall conclusion of the assessment is that the first land re-parcelling pilot
project in Moldova was a timely, excellent and modern tool to improve the land
tenure situation in rural areas. It also contributed to a great extent to building
up national administrative capacities and raising public awareness on the
benefits of land re-parcelling, as well as highlighting weak parts of the existing
national legislation that could be improved in the nearest future in order to

92 Agrex (2011): Impact Assessment of the Land Re-parceling Pilot Project in 6 Villages.
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create suitable conditions for efficient, EU-oriented rural development practice
in Moldova.”

The assessment included interviews with 60 owners who participated in the pilot
project and 15 owners from the control group. The analysis showed that farms
which were included in the pilot project obtained higher gross incomes and had
higher returns per hectare than farms that did not participate.s

The environmental impact assessment concluded that the project had established
framework principles to ensure that there were no adverse environmental impacts
from project activities. It further concluded that the pilot project had, to a great
extent, contributed to developing capacities and raising public awareness on the
benefits of land consolidation. The impact assessment is one of the very few impact
assessments of land consolidation projects in Eastern Europe.

4.3.4 SCALING UP LAND CONSOLIDATION IN AN ADDITIONAL 40 VILLAGES

Based on the experiences with implementation in the pilot villages, in 2009 the
Government of Moldova requested the World Bank and SIDA to fund the scaling
up of activities through the RISP-II project. This resulted in land consolidation
being implemented in 40 additional villages from May 2009 to January 2011. The
work was carried out by ACSA, the local partner in the consortium for the pilot
project. Given ACSA’s network of consultants and the capacity developed in the
pilot project, it was possible to scale up and simultaneously implement land
consolidation rapidly in 40 villages that were spread geographically across the
country.

International assistance was provided to MAFI between November and December
2008 to select the 40 project villages, but no further international technical
assistance was provided for the scaling up.94 FAO continued to participate with the
World Bank in the supervision of the implementation.

The work followed the concept and principles of the pilot project and took into
consideration the experiences and lessons learned. While the main target group
continued to be small- and medium-sized family farms, participation was not
restricted to them. The participation of other groups, such as larger corporate
farms and/or investors, helped to achieve mutually beneficial solutions.

The training programme developed for the pilot project was used for training the
new team members and the staff of regional and local governments. It was

93 Ibid.
94 Hartvigsen, M. (2008): Selection of 40 Re-parceling Project Communities to be
implemented 2009—10. Orbicon.
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supplemented with training for secretaries of the local councils on the procedures
and authentication of land transactions, and for the local project teams on GIS
software.

Scaling up necessitated a new organizational structure. For the pilot project, a two-
level organizational structure was used, with a small central office providing
support to the project office in each of the six villages. Working in 40 villages
required a three-level structure, and regional supervisors supplemented the
support provided by the small central office. Each regional supervisor supported
the work in eight villages, on average.

Project final statute Balti Cantemir  Chisinau  Nisporeni Orhei Total
Total registered agricultural land plots 25913 26 961 48510 28714 37715 167 813
Total land owners 9707 7476 13372 7928 11701 50 184
Owners willingto|participateiin project 7332 4232 4109 | 4143 7949 27765
activities (according to interview outcomes)
Land transactions registered (as of 15 4837 1472 1283 2425 5668 15 685
December 2010)
Inclusive through lease, >5 years 3630 8 0 194 523 4355
Total area with changed owners 3093.38 975.35 588.39 619.38 2247.89 7524.39
Total leased area, ha 2134.28 5.13 0.00 115.09 350.65 2605.15
Total owners to fully benefit 3644 1175 979 1730 4049 11577
Participating owners that did not manage to 48 57 272 185 286 1218

benefit from land transaction financing

Total participating land owners as % of total 42% 16 % 9% 239 38% .
identified owners 9 o o

Table 4.3: Final results of Moldova Land Re-parceling Project in 40 villages distributed
on regional project offices. Source: ACSA, 2010.%

About 50,000 landowners were identified in the 40 villages, which had a
combined area of approximately 80,000 hectares and were divided into 168,000
parcels.9¢ Table 4.3 shows the results of the work, aggregated to the raion level. Of
a total of 37,500 owners who were interviewed, 27,765 expressed a willingness to
participate in the project, i.e. 55.3 percent of all interviewed landowners in the 40
villages. The project supported the conclusion of 15,685 transactions, which
account for 9.35 percent of the total number of parcels in the villages. Of the total

95 ACSA (2010): Agricultural Land Re-Parceling Project in 40 villages. Activity Report, 7
May 2009 — 30 June 2010.
96 Tbid.
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number of transactions, 65 percent (10,197) were for sales; 5 percent (767)
involved exchanges; 8 percent (4,355) were for leases and 2 percent (366) related
to inheritance. The total monies spent on the implementation of land transactions
(land extracts, notarial services, registration costs, etc) amounted to 1,814,185 lei
—about US$ 154,000 as at March 2012 — or 11.4 percent of the total project budget,
which was 15,942,943 lei, about US$ 1,350,000. All costs related to the land
consolidation projects were covered by the World Bank / SIDA funds.

A total of 7,520 hectares changed ownership, and around 2,600 hectares were
transferred through long-term leases. About 25 percent (12,795) of all owners
participated in the project. The total number of parcels decreased by over 34
percent (from 33,890 to 22,194). The average number of parcels per landowner
was reduced from 3.8 to 3.3. The average parcel size increased from 0.65 ha to
0.99 ha and the average farm size increased from 2.43 ha to 2.95 ha.

Figure 4.8: Consolidation of non-productive uncultivated vineyards in Ghiduleni village,
Orhei raion.
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4.4 TOWARDS THE DEVELOPMENT OF A NATIONAL
STRATEGY ON LAND CONSOLIDATION

In 2010 the Government of Moldova requested the World Bank and SIDA to fund
the initial steps towards the development of a national strategy on land
consolidation through the RISP-II project. An international consultant was
contracted to assist MAFI by preparing two discussion papers, which were
reviewed by relevant stakeholders:97

e  Main Concept for National Land Re-parceling Strategy for Moldova;
e  Main Concept for Land Re-parceling Legislation.

Drawing on these initial concepts, the Government of Moldova requested FAO to
support the preparation of a national strategy. This strategy is intended to guide
the scaling up of land consolidation and its implementation in a national
programme. Technical assistance was provided by national and international
consultants who were closely involved with earlier initiatives, and by FAO staff.
The development of the strategy was thus linked directly to Moldova’s previous
experiences.

A first step was the preparation of a ‘framework paper’ by national consultants to
identify issues that should be addressed in a national strategy, and to evaluate
options. These issues and options were reviewed with MAFI and an outline of the
proposed draft strategy was prepared.

The drafting of the land consolidation strategy went through several iterations. A
‘zero draft’ was prepared by the national consultants and reviewed by MAFI, FAO
and the international consultant. The feedback resulted in a revised ‘first draft’
which was presented and discussed at a national workshop. This review
strengthened the draft strategy and a ‘second draft’ was presented to MAFI and
approved by the Ministerial Council in January 2012. The draft strategy has
undergone a formal review by relevant government ministries, prior to being
finalized, and did not receive any objections. The State Chancellery has expressed
the need to bring together the different strategies in the agricultural sector. It is
expected (January 2013) that the land consolidation strategy will be adopted by
the government in mid-2013 as part of a general strategy for agriculture and rural
development. The draft land consolidation strategy is for a 15-year period and
recognizes that conditions are likely to change within that time. Emphasis is
placed initially on agricultural development and agricultural improvement based
on the consolidation of parcels, enlargement of farm sizes, and increases in

97 Hartvigsen, M. (2010): International Consultant on Land Re-Parceling input to the
preparation of a National Land Re-parceling Strategy — Final Report, September 2010.
Orbicon.
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production and efficiency. However, it is anticipated that the focus will gradually
shift towards the implementation of more comprehensive projects involving
public infrastructure works, and the use of land consolidation techniques for non-
agriculture purposes such as nature protection, environmental restoration, and
projects containing resettlement components.

The draft land consolidation strategy identifies MAFT as the lead agency for land
consolidation; as such, it would be responsible for the overall implementation of
the programme. The focus for the first few years is on developing capacity for the
implementation of the strategy, including: preparing training and public
awareness campaigns; building lines of cooperation with key agencies; developing
methodological, legal and institutional frameworks; identifying funding sources.
The experiences gained during work in the 46 villages disclosed a number of
impediments and bottlenecks in the legal frameworks that will have to be
eliminated by adopting legal amendments.

4.5 CONCLUSION

Moldova has gone through a remarkable land reform process during the last 20
years. This process had two phases. In the first phase in the 1990s, agricultural
land was privatized after four decades of state ownership. As elsewhere in the
region, land fragmentation occurred as a side effect of land privatization. The
second phase of land reform began around 2004 with the first steps of land
consolidation and should continue for decades to come with the implementation
of land consolidation projects under a new national land consolidation
programme.

Valuable capacity has been developed in both the public and private sectors.
Project team members who received training and gained practical experience are
available to contribute to a future round of projects.

The preparation of the national strategy for land consolidation has been an
important exercise to embed the practical land consolidation experiences into
government policy. The strategy will be implemented through the launch of a
National Land Consolidation Programme. Even though much has been achieved
since 2004—2005, land consolidation is still at a vulnerable stage in Moldova as
activities for the short-term are dependent on continued political support and the
securing of necessary funding.

The experience of Moldova has redefined expectations regarding the number of
owners who might participate voluntarily in projects. Earlier expectations were
that voluntary participants might number a few tens of people or a few hundred at
the most. The experience of implementing land consolidation in 46 villages during
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2007-2010 has shown that it is possible to have projects with over one thousand
landowners participating on a completely voluntary basis.

The practical experience of these projects also showed that the existence of large
numbers of very small parcels (e.g. 0.1 ha for orchard and vineyard parcels)
impede the development of a land market. Land consolidation should not be seen
as a substitute for land markets, and instead it can play an important role in
removing obstacles so that land markets can function better.

Another important lesson is that the land consolidation process is more time
consuming than expected. The work in each of the 46 villages was carried out in
only 18 months. This time was often not sufficient to include parcels with difficult
registration problems, e.g. where inheritance issues came into play or where
parcels were not registered in the land register. The draft strategy therefore
proposes that the project period should be 2V2 to 3 years. Solving registration
problems should be an integrated part of land consolidation.

The work also provided insights on the requirements for a legal framework. As
most European countries with ongoing land consolidation programmes have land
consolidation laws, an early assumption was that one of the main proposals of the
strategy would be the development and adoption of such a law. However, based
on the experiences in the 46 villages, the legal analysis showed that a new land
consolidation law would not be a necessary requirement for a full-scale national
programme. Future land consolidation work will continue to use the provisions in
the existing Land Code, which provides for simplified and cost-effective
transaction procedures (e.g. by allowing the secretaries of the local councils to
perform some notary duties). At the same time, the provisions in the Land Code
on the preparation of land arrangement projects’ that were applied during the
privatization in the 1990s can be used in the future to enable local councils to
approve and adopt land consolidation projects. Thus, when it comes to a legal
framework for land consolidation, the experiences from Moldova are different
from those of most other Eastern European countries, where the
recommendations have been to adopt a specific land consolidation law before
beginning a national programme.
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PART 2

Land reform and its outcome

Land reforms were high on the political agenda at the beginning of transition from
1989 and onwards. Part 2 is about the land reforms and their outcome in the 25
study countries. It has often been stated that land fragmentation and small farm
sizes have emerged as a side effect of land reform. This is certainly also the
situation in many of the CEE countries while, in other countries in the region, the
land use has largely remained unaffected by the land reforms.

In Chapter 5, the land reform approaches applied in each of the 25 study
countries are analyzed and discussed. Furthermore, the farm structures and land
fragmentation in each country after the land reforms is assessed. The chapter is
technically cleared and published by FAO as Land Tenure Working Paper 24.

Chapter 6 then establishes the first complete overview of the land reform
approaches applied in the CEE countries. In order to understand the nature of
land fragmentation in CEE, the theory and definitions of land fragmentation is
discussed. With the conceptual framework on land fragmentation in place, the
current situation in the study countries with land fragmentation and farm
structures is discussed and an overview is provided. The chapter is a peer-reviewed
paper published in Land Use Policy 36 (2014).
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CHAPTER 5

5 LAND REFORM IN CENTRAL AND EASTERN
EUROPE AFTER 1989 AND ITS OUTCOME IN
THE FORM OF FARM STRUCTURES AND
LAND FRAGMENTATION

Paper published as

FAO Land Tenure Working Paper 24

The designations employed and the presentation of material in this information
product do not imply the expression of any opinion whatsoever on the part of the
Food and Agriculture Organization of the United Nations (FAQ) concerning the
legal or development status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries. The
mention of specific companies or products of manufacturers, whether or not
these have been patented, does not imply that these have been endorsed or
recommended by FAO in preference to others of a similar nature that are not
mentioned.

The views expressed in this information product are those of the author and do
not necessarily reflect the views or policies of FAO.
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5.1 INTRODUCTION

The countries in Central and Eastern Europe began a remarkable transition from
a centrally-planned economy towards a market economy in 1989 when the Berlin
Wall fell and the Iron Curtain lifted. Land reforms with the objective to privatize
state-owned agricultural land, managed by large-scale collective and state farms,
were high on the political agenda in most countries of the region at the beginning
of the transition. More than 20 years later the stage of implementation of land
reform varies. Some countries had already finalized land reform in the mid-1990s,
others are in the process, and a few have still not taken any significant steps.
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Figure 5.1: The 25 study countries in Central and Eastern Europe.

A number of books and research papers have been published, especially in the late
1990s and early 2000s, on land reform in individual countries, and a few
comprehensive overviews have been provided (e.g. Swinnen et al., 1997; Wegren,
1998; Giovarelli and Bledsoe, 2001; Lerman et al., 2004; Sedik and Lerman,
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2008). These studies indicate both some general patterns and a wide variation in
land reform processes and results between Central and Eastern European
countries.9

It has often been stated that land fragmentation and farm structures characterized
by small agricultural holdings and farms divided in a large number of parcels have
been a side-effect of land reform in Central and Eastern European countries (e.g.
Rembold, 2003), and during the last two decades more than half of the countries
in the region have introduced land consolidation instruments to address these
structural problems in the agricultural sector.9 So far, however, only a few studies
on land fragmentation in the Central and Eastern European context have been
conducted (Sabates-Wheeler, 2002; Van Dijk, 2003) and no comprehensive
overview of the linkage between the chosen land reform approach and land
fragmentation has been presented.

This paper reviews the land reform approaches that have been applied in
25 countries, from the Baltic and Central European countries in the West, to
Russia and the small Transcaucasus countries in the east, and to the Balkan
countries in the south (figure 5.1). It further describes the farm structures and land
fragmentation that emerged as a result of the reforms.

This paper thus provides a basis for answering research questions such as: What
is the linkage between the chosen land reform approach and the outcome in the
form of farm structure and land fragmentation? Under which conditions is land
fragmentation a barrier for development of the rural land market and the
agricultural and rural sector in general?

5.2 METHODOLOGY

Land reform in the countries in Central and Eastern Europe (and more specifically
the land reform approaches applied in the countries, and their outcome in the
form of farm structures and land fragmentation) has been analysed in several
papers and books. The level of documentation on land reform and its outcome
varies considerably from country to country, with much information being
available from Central European countries, such as Hungary and the Czech
Republic, and as well as from Albania and Russia, and with very little information
being available for the countries of ex-Yugoslavia (except Slovenia) and for the

98 Swinnen, J. & Mathijs, E. (1997): Agricultural privatisation, land reform and farm
restructuring in Central and Eastern Europe: A comparative analysis. In Swinnen, J. et
al. (edit): Agricultural Privatisation, Land Reform and Farm Restructuring in Central and
Eastern Europe, p. 367.

99 Hartvigsen, M. (2006): Land Consolidation in Central and Eastern European Countries.
Conference paper for FIG Congress, Munich 2006.
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three Transcaucasus countries. In this paper, the 25 countries have been divided
into six groups based on geography and similarities in background and the aim
has been, to the extent possible, to provide the same level of detail for all countries.

There are two fundamentally different aspects of land fragmentation, i.e.
ownership fragmentation and use fragmentation, and the impact of land
fragmentation on the rural land market and agricultural development lies in the
intersection between the ownership and use of agricultural land. Thus, it would be
most desirable to have comparable quantitative data on both the ownership as well
as the use of agricultural land in the study countries in order to give a fully
comprehensive answer to the research question of the impact of land
fragmentation. As for the ownership structure in the countries in relation to land
fragmentation, it would be desirable, at a minimum, to have data about sizes of
agricultural holdings (e.g. average size of agricultural holding) and the average
number of agricultural parcels per agricultural holding. In this paper, the term
“agricultural holding” is understood as the agricultural land owned by one entity,
whether a natural or legal person. The “farm”, on the other hand, includes the
agricultural land actually utilized by the farm including land leased in and leased
out. For the use of the land, at least comparable data about farm sizes and the
leasing of agricultural land would be desirable. For the latter, the share of leased
land of the utilized agricultural land is available for the EU member countries.©

The study has unfortunately shown that all the desirable data are not available for
all countries, and where data are available, they are often not fully comparable.
Other studies of land reform in Central and Eastern European countries have
faced similar problems.°! Obviously, all 25 study countries have statistics on the
ownership of agricultural land as well as farm statistics. For the EU member
countries, farm statistics are available from Eurostat. The problem with the EU
agricultural statistics in the context of the study is that the focus of the statistics is
almost exclusively on the actual use of the land (i.e. farms) and not on
landownership. For the non-EU study countries the main problem is difficulties
in comparability. In the study, the lack of fully comparable quantitative data in all
countries has been overcome by supplementing the available quantitative data
with qualitative descriptions and analysis. Where no other data or formal
references have been available, personal communication from key persons in the
countries has been used as a source of information.

100 Swinnen, J. & Vranken, L, (2009): Land & EU Accession — Review of the Transitional
Restrictions by New Member States on the Acquisition of Agricultural Real Estate. Centre
for European Policy Studies (CEPS), p. 16.

101 Swinnen, J & Mathijs, E. (1997): Agricultural privatisation, land reform and farm
restructuring in Central and Eastern Europe: A comparative analysis. In Swinnen, J. et
al. (edit): Agricultural Privatisation, Land Reform and Farm Restructuring in Central and
Eastern Europe, p. 347.
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5.3 LAND REFORM IN CENTRAL AND EASTERN EUROPE
SINCE 1989

In the following sections, the land reform approaches that have been applied in
the 25 study countries from 1989 onwards are described and analyzed together
with the farm structures and the level of land fragmentation that has emerged in
each country. The six country groups are:

e The Baltic countries (section 5.3.1);

e The Central European countries (section 5.3.2);

e The Balkan countries, except former Yugoslavia (section 5.3.3);
e The former Yugoslavia countries (section 5.3.4);

e The Western CIS countries (section 5.3.5);

e The Transcaucasus countries (section 5.3.6).

5.3.1 THE BALTIC COUNTRIES

The three Baltic countries, Lithuania, Latvia and Estonia, began their
transition to a market economy after they regained their independence in 1991. In
2004, all three countries became members of the European Union.

The three Baltic countries all got their independence in 1918 in the aftermath of
World War I (WWI). The choices of land reform approach after 1990 were, in all
three countries, very much determined by land reforms that had been conducted
in the period of 1920-40. These inter-war reforms involved the expropriation of
land from large private estates.2 The land was redistributed to those who had
served in the national armies, the landless and existing smallholders. By the end
of the 1930s, about 140,000 family farms had developed in Estonia, more than
275,000 in Latvia and more than 287,000 in Lithuania. Average farm sizes varied
between 15 and 23 hectares (ha) in the three countries. Thus, the inter-war
reforms resulted in what was at that time a modern agricultural structure
dominated by commercial family farms.

The reform and agricultural development process was interrupted in 1940 by
World War IT (WWII). After the end of WWII, the Baltic States were incorporated
into the Soviet Union as the Soviet Socialist Republics of Estonia, Latvia and
Lithuania. During the Soviet era all agricultural land was owned by the State and
the agricultural production was organized in large-scale collective and state farms.

102 Meyers, W.H. and Kazlauskiene, N. (1998): Land reform in Estonia, Latvia and
Lithuania — A comparative analysis. In Wegren, S (edt.): Land Reform in the Former
Soviet Union and Eastern Europe, p. 87.
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In all three countries, land had been formally expropriated without compensation
from its private owners during the collectivization process.°3

After the collapse of the Soviet Union, Lithuania, Latvia and Estonia declared their
independence in 1991 and the transition to a market economy began. In fact, the
land reform process in all three Baltic countries had already started under Soviet
Union legislation in 1989.104 From 1989, individual household farms were allowed
to increase from 0.5 ha to 2 ha and even to 3 ha for agricultural employees. In
Estonia, an even larger increase without an exact limit was allowed. The land
remained state-owned and only the use rights were transferred to the individuals.
In the mid-1990s, these household plots became eligible for privatization in favour
of the current users who were allowed to purchase the land from the State with
cash or compensation vouchers from the restitution process.

The main land reform process began in Lithuania, Latvia and Estonia in 1991 after
the three countries regained their independence. The overall political goal of land
reform in all three countries has been to re-establish the pre-WWII farm
structures based on private landownership and strong family farms. s Thus, the
restitution of the property rights as they were in 1940 was chosen as the main
approach of land reform in the three Baltic countries.

In all three countries, land administration systems were re-established in parallel
with the land reform process after more than 40 years of State ownership.

5.3.1.1 Lithuania

In Lithuania, the main laws for the regulation of the land reform were the law on
land reform and the law on the procedure and conditions of the restoration of the
rights of ownership to the existing real property.1°¢ Restitution could take place
in kind (i.e. to get back the old family land); in equivalent (i.e. to get other land);
or through compensation (i.e. in money). The National Land Service under the
Lithuanian Ministry of Agriculture has had the overall responsibility for the land
reform process.

The land restitution process in Lithuania consisted of the following steps:

e Analysis of existing land use situation

103 Giovarelli, R and Bledsoe, D. (2001). Land Reform in Eastern Europe. FAO, p. 37.

104 Meyers, W.H and Kazlauskiene, N. (1998): Land reform in Estonia, Latvia and
Lithuania — A comparative analysis. In Wegren, S (edit): Land Reform in the Former
Soviet Union and Eastern Europe, p. 90.

105 Thid., p. 89.

106 Daugaliene, V. (2004): Preparation for Land Consolidation in Lithuania. In Modern
Land Consolidation - Proceedings of a Symposium held by FIG Commission 7 on 10 and 11
September 2004 in Volvic, France. FIG, p. 126.
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e Preparatory land management works

e Preparation of the Land Reform Land Management Plans

e  Publicity procedure and approval of the plan

e Surveying in the fields

e Preparation of legal documentation of ownership

e  Approval by the notary and registration in the State Land Cadastre

Family farm in Lithuania using privatized building of former collective farm (2002).

For each cadastre area, of which there are a total of 1,403 in Lithuania, a Land
Reform Land Management Plan was prepared based on the claims for restitution
received from former landowners or their heirs. The plan was prepared in close
dialogue with those eligible for restitution who had chosen restitution in kind and
in equivalent. Due to physical changes in the field during the half century under
Soviet rule, it was often not possible to restitute exactly the same parcel
boundaries as owned by the family before WWII. The preparation of the
restitution plan was often also complicated by the possibility for restitution in
equivalent land. This option allowed the eligible persons to move their land rights
from one part of the country to another (e.g. from where the family land was in
1940 to where the heirs lived at the time of restitution).
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The Land Reform Land Management Plans prepared from 1995 were approved
by the County Governors. From 1991 until 2008, ownership rights have been
restituted to nearly four million ha or 97 percent of land in rural areas.'o7 In total,
715,000 people claimed land to be restituted.

The land reform process in Lithuania was slowed down by many amendments to
the legislation as the political majorities shifted in the Parliament. Thus, both
deadlines and people eligible for restitution changed many times throughout the
process.1°8 Also, the maximum area of land to be restituted increased over time. 09
When the process began in 1991, a maximum of 50 ha of agricultural land and 10
ha of forest could be restituted. In 1995, the maximum size increased to 8o ha of
agricultural land and 25 ha of forest. Finally, in 1997 the maximum area of land
that could be restituted was increased to 150 ha.

It is expected that around 400,000 ha of state land will be left unprivatized after
the complete finalization of the land reform process.®*c Most of this State land
reserve will be agricultural land in rural areas, often divided into small and badly
shaped fragmented parcels. It is furthermore expected that the land reserve that
is often leased out to private farmers will be subject to future privatization.

According to the most recent data (2011), the average agricultural holding size is
5.3 ha and the average size of agricultural parcels is 2.9 ha. Thus, the average
number of parcels per holding is around 1.8.1 In 2005, 53 percent of the total
utilized agricultural area (UAA) was used through lease agreements. 12

5.3.1.2 Latvia

In Latvia, landownership rights were restituted on the basis of the ownership
situation as it was on 21 July, 1940.113 Cadastral maps and the Land Book records
from the period of 1924-1940 were used as the basis for restitution.’4 Latvia
restituted land exclusively to native Latvians. Land reform in Latvia has been
regulated by a number of laws beginning with the June 1990 decision on agrarian

107 National Land Service under the Ministry of Agriculture (2008) (information
brochure), p.8.

108 Giovarelli, R and Bledsoe, D. (2001): Land Reform in Eastern Europe. FAO, p. 39.

109 Daugaliene, V. (2007): Legal framework of land management in Lithuania after 1990.
Conference paper for UNECE WPLA workshop in Munich, May 2007, p. 5-6.

10 National Land Consolidation Strategy for Lithuania (2006), p. 3.

- Audrius Petkevicius (Director, Land Policy Department, Ministry of Agriculture,
Lithuania), personal communication, December 2012.

12 Swinnen, J & Vranken, L, (2009): Land & EU Accession — Review of the Transitional
Restrictions by New Member States on the Acquisition of Agricultural Real Estate. Centre
for European Policy Studies (CEPS), p. 16.

13 Giovarelli, R and Bledsoe, D. (2001): Land Reform in Eastern Europe. FAO, p. 38.

14 ACE project (1999): The Development of Land Markets in Central and Eastern Europe —
Final Report, p. 152-156.
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reform in the Republic of Latvia of the Supreme Soviet of the Republic of Latvia.
This stated that the former landowners and their heirs, together with land users,
could submit claims for the allocation of land for use. In 1994, the law on
privatization of state and municipal property was adopted. The deadline for
submission of restitution claims was set for November 1996.

The land reform in Latvia had two phases. First, land use rights (not ownership
rights) were granted to the claimants by local Land Commissions. Second,
landownership rights were restituted to the former owners or their legal heirs or
users who had the right to purchase land by paying with vouchers. Vouchers were
introduced as compensation and were based on the time each citizen had lived in
Latvia. Vouchers were freely tradable at a market price. Those who in the initial
stage were given the use rights to agricultural land had in the second stage the
right to purchase the state land for the value of the property.

The former owners or their heirs had their original holdings returned where
possible. Alternatively, they could choose to receive an equivalent landholding of
similar value in a different location, or to receive compensation in money for the
value of the lost property. Compensation has been estimated on the basis of the
area of land, type of land use and location of the property. Agricultural land was
restituted up to a maximum limit of 100 ha. In Latvia the claims for restitution
exceeded the land available by more than 25 percent.us

According to the most recent data (2012), the average size of agricultural land
parcels in Latvia is relatively large, around 7.3 ha.'®¢ Data on the average size of
agricultural holdings and average number of parcels per holding are not available.
In 2005, 24 percent of the total UAA was used through lease agreements.”

5.3.1.3 Estonia

In Estonia, the Estonian Land Board, together with local government, has been
responsible for the land reform process. At the end of 2008, almost 90 percent of
the land eligible for restitution and privatization had been registered in the
cadastre.”8 In Estonia, the objective of land reform was broader than in the two
other Baltic countries. Restitution to former owners was one objective, but so too

15 Meyers, W.H and Kazlauskiene, N. (1998): Land reform in Estonia, Latvia and Lithuania
— A comparative analysis. In Wegren, S (edit): Land Reform in the Former Soviet Union
and Eastern Europe, p. 95.

126 Daiga Parsova (Ministry of Regional Development and Local Government, Latvia),
personal communication.

117 Swinnen, J. & Vranken, L, (2009): Land & EU Accession — Review of the Transitional
Restrictions by New Member States on the Acquisition of Agricultural Real Estate. Centre
for European Policy Studies (CEPS), p. 16.

18 Jiirgenson, E and Maasikamaie, S. (2009): Progress of Land Reform in Estonian Rural
Municipalities — Results of Preliminary Study. Rural Land Scape trends, p. 126.
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was the privatization through sale of state land, as well as the transfer of state land
into the ownership of local government, and the determination of the land to be
retained in State ownership.®9 These different objectives of land reform were all
part of the same process. As a result, the land reform process was probably more
complicated in Estonia than in the other two countries.’2c Many parcels were
claimed by more than one owner.

Unfortunately, data on the average size of agricultural holdings and on the average
number of parcels per ha are not available for Estonia. In 2005, 54 percent of the
total UAA was used through lease agreements.2!

5.3.1.4 Conclusions

After more than 20 years of land reform in Lithuania, Latvia and Estonia, the land
reform process is slowly coming to an end. The three Baltic countries chose to
restitute the land rights to agricultural and forest land as they were in 1940 before
WWII and the subsequent occupation by the Soviet Union. In addition, from 1989,
state land was privatized to individuals in the form of household plots, first
through the allocation of use rights and later through purchase from the State.
When restitution in physical parcels was not possible, the claimants were entitled
to receive other agricultural state land of equivalent value or financial
compensation. In Estonia, privatization of state land through sale was an
integrated part of the land reform process and equally important as the restitution
to former owners. This was not the same case in Latvia and Lithuania, although in
Latvia the land users were given the right to purchase the state land they used.

The restitution of land to the pre-WWII owners and their successors in the three
Baltic countries resulted, as intended, in a complete breakup of the large-scale
collective and state farms, and in an ownership structure similar to that before
1940. In Lithuania in 2011, the average size of an agricultural holding, defined as
the agricultural land owned by one entity (i.e. natural or legal person), was 5.3 ha,
often divided into 2-3 parcels.’22 In Lithuania in 2005, 53 percent of the utilized
agricultural land (UAA) was used through lease agreements and not by the

19 Jiirgenson, E et al. (2010): The Impact of Land Fund Characteristics on the Land Reform
Results in Estonian Rural Municipalities. Tecnologijos Mokslai, p. 65.

120 Meyers, W.H and Kazlauskiene, N. (1998): Land reform in Estonia, Latvia and
Lithuania — A comparative analysis. In Wegren, S (edit): Land Reform in the Former
Soviet Union and Eastern Europe, p. 95.

121 Swinnen, J. & Vranken, L, (2009): Land & EU Accession — Review of the Transitional
Restrictions by New Member States on the Acquisition of Agricultural Real Estate. Centre
for European Policy Studies (CEPS), p. 16.

122 Audrius Petkevicius (Director, Land Policy Department, Ministry of Agriculture,
Lithuania), personal communication.
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owners.'23 Today, farm structures in the Baltic countries are dominated by a mix
of large corporate farms and medium-large sized family farms. Household plots
are often used for subsistence farming. Land fragmentation, to a moderate degree,
has emerged as a side effect of land reform.

5.3.2 THE CENTRAL EUROPEAN COUNTRIES

After 1989, the Central European countries, the Czech Republic, Slovakia,
Hungary, Poland and Eastern Germany, began a transition towards a market
economy. Eastern Germany became a member of the European Union already in
1990 through German reunification. The Czech Republic and Slovakia became
independent in 1993 when Czechoslovakia peacefully split into the two countries.
The Czech Republic, Slovakia, Hungary and Poland all became members of the
European Union in 2004.

The countries chose approaches to land reform that were sometimes similar and
at other times significantly different.

Czechoslovakia became an independent state in 1918 after WWI. Before WWII,
the typical farm in what is now the Czech Republic cultivated 20-50 ha. In
Slovakia, where the Napoleonic code for inheritance was applied, the typical farm
size was much smaller, 2-5 ha.=24After WWII, in 1946 the new left-wing
government organized a land reform where land was expropriated from large
estates, the Roman Catholic church and from German farmers (in Sudeten)
without compensation. This land was divided into small units and sold to small-
scale farmers. In 1948, the communist government took power and the
collectivization of the agricultural sector started from the beginning of the 1950s
through the creation of two different types of large-scale farms: state farms and
agricultural production cooperatives.'?5 The agricultural land that was used to
form the state farms was expropriated or otherwise nationalized from the private
owners. This amounted to 39 percent of the agricultural land.26 With the
cooperatives, in most cases the land of the members of the cooperatives was never
legally expropriated and the private “owners” often remained on the land registers.

123 Swinnen, J. & Vranken, L, (2009): Land & EU Accession — Review of the Transitional
Restrictions by New Member States on the Acquisition of Agricultural Real Estate. Centre
for European Policy Studies (CEPS), p. 16.

124 Kabat, L. & Hagedorn, K, (1997): Privatisation and decollectivisation policies and
resulting structural changes of agriculture in Slovakia. In Swinnen, J. et al. (edit):
Agricultural Privatisation, Land Reform and Farm Restructuring in Central and Eastern
Europe, p. 231.

125 Travnicek, Z. et al, 2002: Land Fragmentation and Land Consolidation in the
Agricultural Sector — A Case Study from the Czech Republic. FAO 2002, p. 3-4.

126 Ratinger, T & Rabinowicz, E: Changes in farming structures in the Czech Republic as a
result of land reform and privatization. In Swinnen, J. et al. (edit): Agricultural
Privatisation, Land Reform and Farm Restructuring in Central and Eastern Europe, p.
63-65.
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However, the private owners were often forced to give up individual farming and
join the cooperatives with their land. During the 1970s, cooperatives and state
farms were merged into larger agricultural units with an average farm size of
around 3,000 ha.

5.3.2.1 Czech Republic

In the Czech Republic (then Czechoslovakia), the land reform process began after
the adoption of the land law in 1991 and the collective farm transformation law
in 1992. The chosen land reform approach was to restitute the ownership structure
as it was in 1948 before the communist government took power, but after the land
reform that was conducted 1946-1947. Had the reference date been 1945 rather
than 1948, this would have implied restituting land to Sudeten Germans who
emigrated after WWIL.127

As land and other property of the members of the cooperatives were often not
formally expropriated, in most cases after 1991 the formal owners and their
successors were able to take possession of their land through an informal
procedure of withdrawal of their land from the cooperative farms, and without any
formal or legal procedures.

With the state farms, where in most cases the land had been formally expropriated
from the former private owners, a formal and legal restitution procedure was
conducted. The Land Fund was established in 1992 and, in the initial stage of the
restitution process, the administration of the state agricultural land of the state
farms was transferred to the Land Fund to enable restitution of ownership rights
to the former owners. Only Czech citizens were eligible to have land restituted and
initially restitution was also limited to persons with permanent residence in the
country. The last restriction was lifted by the Constitutional Court in 1995.128 In
most cases, the restitution procedure for state agricultural land was
administrative. If the Land Fund recognized the claim, the land was given back
and the land rights were registered. Only in cases of disagreements about the
legitimacy or extent of the claim were the Ministry of Agriculture or the Court
involved. If physical restitution was not possible, the eligible person was
compensated. In total, 231,000 restitution claims were submitted between 1991
and 2003, of which 98.6 percent were resolved by the end of 2003.129

127 Swinnen, J. & Mathijs, E. (1997): Agricultural privatisation, land reform and farm
restructuring in Central and Eastern Europe: A comparative analysis. In Swinnen, J. et
al. (edit): Agricultural Privatisation, Land Reform and Farm Restructuring in Central and
Eastern Europe, p. 341.

128 Thid. p. 70.

129 Trnka, J. & Pivcova, J. (2005): The situation of land management and reparcelling in
the Czech Republic. Paper for FAO land consolidation workshop, Prague 2005.
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Even though from 1991 the land law opened up the possibility for private family
farming, the land reform process in the Czech Republic resulted in farm structures
still completely dominated by large-scale corporate farms. What happened in
practice was often that the large collective and state farms broke up into smaller
(but still large) co-operative farms and continued “business as usual” through
lease agreements with the private landowners who had withdrawn their land from
the cooperatives or had their land restituted.3° In 2005, as much as 86 percent of
the total utilized agricultural land was leased from the owners.3:

The land reform process in the Czech Republic resulted in the re-establishment of
the highly fragmented ownership structure that existed before 1948, with an
average size of agricultural parcels of 0.4 ha.’32 Co-ownership is widespread and
this “hidden” internal fragmentation continues through inheritance. Many of
these co-ownership issues have not been resolved between the co-owners. Thus,
the usage and the ownership of the agricultural land have been almost completely
separated. Most of the owners who got back the land after the land reform process
have no interest in agriculture and, due to the fragmented ownership and
widespread co-ownership, they often have in practice only the option to continue
to lease out the land to the large-scale corporate farms that replaced the collective
or state farm in the area. This is further aggravated because there is no evidence
on the ground of the parcels, and no boundary data exists.33

In 2007, about 0.45 million ha (or 13 percent of the utilized agricultural land)
remained under the administration of the Land Fund. Of this, around 0.26 million
ha were under privatization through sale.’34 According to the land sale act,
municipalities and leaseholders have preference when state land is privatized
through sale.

5.3.2.2 Slovakia

In Slovakia (then Czechoslovakia), land reform followed the same track as in the
Czech Republic until the two countries were created in 1993. Land reform began
after the adoption of the land law in 1991 and the collective farm transformation
law in 1992. The chosen land reform approach was to restitute the ownership
structure as it was in 1948 before the communist government took power but after

130 Travnicek, Z. et al, (2002): Land Fragmentation and Land Consolidation in the
Agricultural Sector — A Case Study from the Czech Republic. FAO, p. 4.

131 Swinnen, J. & Vranken, L, (2009): Land & EU Accession — Review of the Transitional
Restrictions by New Member States on the Acquisition of Agricultural Real Estate. Centre
for European Policy Studies (CEPS), p. 16.

132 Tbid. p. 26.

133 Dale, P & Baldwin, R, (2000): Lessons Learnt from Emerging Land Markets in Central
and Eastern Europe. Conference paper from FIG Working Week, Prague 2000, p. 3.

134 Ciaian, P. et al., (2012): Sales Market Regulations for Agricultural Land in the EU
Member States and Candidate Countries. Factor Markets Working Paper no. 14, p. 20.
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the land reform that was conducted 1946-1947. As in the Czech Republic, land and
other property of the members of the cooperatives were often not formally
expropriated and the formal owners and their successors were, in most cases, able
to take possession of their land through an informal procedure by withdrawing
their land from the cooperative farms, and without any formal or legal procedures.

The state agricultural land was restituted in a formal process. The deadline to
claim formal restitution was the end of January 1993. The actual possessor of the
land (often a cooperative farm or the state) had 60 days to respond to the claim
and conclude a contract to return the property.ss In total, around 124,000 original
owners claimed restitution of 180,000 ha in total.'36 The size of the claimed land
was less than two ha on average.

The cooperatives had until the beginning of 1993 to transform into private legal
entities with transparent ownership relations.’” Often new “private” cooperatives
were formed and in practice they continued the farming activities of the previous
socialist cooperatives through leasing agreements with the private owners who
had withdrawn their land from the former cooperatives or who had got the land
rights back through restitution. The agricultural policy did not encourage the
breakup of the large-scale corporate farms.

The farm structure in Slovakia is still completely dominated by large-scale
corporate farms that took over after the socialist cooperatives. In 2005, as much
as 91 percent of the UAA was farmed on leased land.*38 This is the highest share in
all 25 countries in the study.

The land reform process in Slovakia resulted in the re-establishment of the highly
fragmented ownership structure that existed before 1948, with an average size of
agricultural land parcels of 0.45 ha and an average of 12-15 co-owners for each
parcel.’39 Dale and Baldwin (2000) state that “a single field of twenty hectares may
have more than three hundred owners and over a thousand co-owners”.14° The co-
ownership of land is typically a bottleneck for land market development as it is

135 Giovarelli, R and Bledsoe, D. (2001): Land Reform in Eastern Europe. FAO, p. 36.
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often impossible to dispose of the land because of the need for agreement of all the
co-owners. So the leasing out to the large corporate farms that succeeded the
cooperatives and state farms continues. In addition, Slovakia has severe problems
with unknown owners of agricultural land.

In 2006, seven percent of UAA remained state owned, and with a further 438,000
ha of UAA (as much as 23 percent) with unknown ownership. Both categories are
managed by the Land Fund and are often leased out to the large corporate farms.4:
State land may be privatized through sale, but this is not the case of land with
unknown ownership.

The ownership of agricultural land is highly fragmented as described above. The
use structure, however, is not fragmented at all as the large-scale corporations
continue to operate on the large fields established after WWII, and is now based
on lease agreements with often hundreds of private owners of small fragmented
agricultural parcels. In this case, fragmentation is mainly a problem for the land
registers and for private farmers who may want to establish small family farms
based on owned land but it is not a practical problem for the agricultural
production on the land.

5.3.2.3 Hungary

Before WWII, the farm structures in Hungary were characterized by an extreme
concentration of land in large estates. Some 0.1 percent of landowners owned
30 percent of all agricultural land and there were 1.8 million landless peasants.42

After WWII, the first wave of land reform in Hungary began as early as March
1945, and all estates larger than 575 ha were expropriated and other farms were
reduced to a maximum of 57 ha by confiscation. Livestock and production assets
were confiscated with the land. In total, nearly 3 million ha were confiscated and
distributed to 725,000 landless workers and small farmers. The new holdings were
limited to 8.5 ha.

In 1948, the second wave of land reform began when 170,000 ha of leased land
were transferred from large farmers to farm workers, small farmers and
cooperative farms for low-rent payments. The transition from individual farming
to cooperatives and state farms was a lengthy and gradual process. In 1950,
cooperatives and state farms controlled 14 percent of the total agricultural land.
In 1966, this figure had risen to 86 percent. In Hungary, however, the socialist
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reform never resulted in the total elimination of private ownership of agricultural
land. Many individual farmers joined the cooperatives with their land, some by
force and others participated voluntarily. In many cases the cooperatives
purchased the land when the members died or retired from farming. In addition,
five percent of the agricultural land remained in private farms outside the
cooperatives and continued to be used for individual farming. Also the members
and workers in the cooperatives were allowed to farm individual household plots
of about 0.5 ha on average through use rights from the cooperatives or state farms.

The land reform process in Hungary is unique among the Central and Eastern
European countries, and it began with the adoption of the compensation law in
1991. According to the law, Hungarian citizens whose property was expropriated
after June 1949 are entitled to compensation.3 The compensation law covered
not only agricultural land but all assets nationalized from the citizens between
1949 and the beginning of the transition in 1990. Thus, Hungary decided for
compensation instead of physical restitution and the private owners who had land
expropriated without compensation between 1945 and 1949 were not
compensated. In addition to compensating former landowners, land was
distributed to the current groups of users, such as landless cooperative members
and workers (employees) of cooperatives and state farms.

The instrument for compensation was coupons or vouchers. The value of the
compensation vouchers used “gold crowns”, a traditional Austro-Hungarian unit
of land quality. The vouchers could be used to purchase state property such as
apartments, shares in state enterprises and also agricultural land, and the
vouchers could be freely traded on the market. The right to purchase agricultural
land, however, was limited to the original receiver of the voucher. According to the
cooperative transition law adopted in 1992, cooperative farms were required to
set aside for compensation purposes the land acquired by the cooperatives after
June 1949. Then the land was auctioned in individual parcels and purchased with
the vouchers as payment. Former landowners who wanted to get back agricultural
land participated in the auctions. The vouchers received by the former owners
were based on an estimated value of the lost property.44 For a property with a
value up to 200,000 forint (around 10 ha of average agricultural land), the
property was compensated 100 percent, and with a digressive scale of
compensation thereafter.

In addition to compensation of the former landowners, land was “sold” to landless
members of the cooperatives and employees. Cooperative members were allocated

143 Ibid., p. 228-230.
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30 gold crowns and workers received 20, which equals respectively 1.5 ha and 1 ha
of average quality of agricultural land. This land was distributed without auction
and “paid” for with the gold crown vouchers. In fact, the “sale” of state land to
landless cooperative members and employees was similar to the distribution in
physical parcels which took place in a number of other countries in Central and
Eastern Europe (e.g. Romania).

The compensation programme involved 5.6 million ha in total.45 Some 2.7 million
ha were transferred to private ownership through the compensation auctions. In
addition, 1.5 million new owners (i.e. landless cooperative members and
employees) received three million ha through sale of state land for vouchers /
distribution. The remaining collective farm land was distributed to the members
of the collective farms. Hungary is different from most of the other study countries
as only natural persons are allowed to own agricultural land.4¢ Ownership of
agricultural land is limited to 300 ha.

In Hungary, the outcome of the land reform is a highly fragmented ownership
structure, often with relatively small parcels in long and thin strips. Farmers
purchasing land with their vouchers at the auctions would often end up with 2-3
ha split into several narrow parcels in different locations.4” The average size of
agricultural holdings is 1.1 ha.1® Data on the average number of parcels per
holding are not available. Around 10 percent of all agricultural parcels have more
than one owner (i.e. held by co-owners).

The farm structures in Hungary today are more mixed than in most of the study
countries with the presence of both small-scale subsistence family farms;
medium- and large-sized commercial family farmers; and large corporate farms
operating fully on leased land. Leasing of land is common and 59 percent of the
UAA in Hungary in 2005 was farmed on leased land. 49

After agricultural land was allocated to private owners in the land reform process
in the first half of the 1990s, many of the owners or their heirs left the rural areas
and are now living in urban areas and are not involved in agriculture. The land

145 ACE project (1999): The Development of Land Markets in Central and Eastern Europe
— Final Report, p. 134-135.

146 Mathijs, E. and Meszaros, S. (1997): Privatisation and restructuring of Hungarian
agriculture. In Swinnen, J. et al. (edit): Agricultural Privatisation, Land Reform and Farm
Restructuring in Central and Eastern Europe, p. 168.

147 Lerman, Z. et al. (2004): Agriculture in Transition — Land Policies and Evolving Farm
Structures in Post-Soviet Countries. Lexinton Books, p. 89.

148 Andras Ossko (Deputy Director, Budapest Land Office), personal communication,
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149 Swinnen, J. & Vranken, L, (2009): Land & EU Accession — Review of the Transitional
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market in Hungary is weak and the land of the small agricultural holdings is often
leased out or simply abandoned.?s° Land prices are low due to weak demand and
the absent landowners often leave the land abandoned while they wait for higher
land prices.

5.3.2.4 Poland

In Poland, the starting point for land reform varied from the situation in most of
the other study countries because, throughout the socialist era, as much as 75
percent of the agricultural land remained in private ownership, as well as in
private use, in the form of individual family farms. s

Poland’s borders changed dramatically after WWII following the decisions made
at the Potsdam Conference in 1945, and the eastern part of the territory was
annexed by the Soviet Union (today being part of Belarus, Ukraine and Lithuania).
In return Poland received former German territory east of the Oder-Neisse line in
what is today the western and northwestern part of Poland.

As early as September 1944, a post-WWII land reform began in Poland, during
which agricultural and forest properties larger than 50 ha (and in some cases 100
ha) were expropriated without compensation. The same happened with land
belonging to the Roman Catholic Church. After taking over the former German
territories, land belonging to Germans was confiscated by the Polish state. About
six million ha were distributed to landless farm workers and the private owners of
small family farms. Only in the former German territories in the northern and
western parts of Poland were state farms established on about 20 percent of the
total agricultural land in the country. The post-WWII land reform created and
maintained a highly fragmented farm structure in the southern and eastern part
of Poland.'s2 Even though the agricultural land was privately owned and used, the
land market was “frozen” as a result of high transaction costs and complicated
administrative transaction procedures. From 1982 onwards, Poland applied land
consolidation as an instrument to address the structural problems with land
fragmentation and small farm sizes, mainly in the southern and eastern regions of
the country, which have the most severe fragmentation problems.s3 After EU

150 Burger, A. (2005): Why is the issue of land ownership still a major concern in East
Central European (ECE) transitional countries and particularly in Hungary? Land Use
Policy 23 (2006), p. 572-573.

151 ACE project (1999): The Development of Land Markets in Central and Eastern Europe
— Final Report, p. 162-170.

152 Lerman, Z. et al. (2004): Agriculture in Transition — Land Policies and Evolving Farm
Structures in Post-Soviet Countries. Lexinton Books, p. 74.

153 Zadura, A. et al. (2008): Land Bank and Land Consolidation (Polish case). Workshop
paper for FAO land consolidation and land banking workshop in Prague, June 2008.
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accession in 2004, land consolidation has been funded under the Rural
Development Programme.

The legal foundation for land reform in Poland was the adoption of the law on
utilization of agricultural property of the state treasury in October 1991. The
collectivization efforts in Poland during the socialist era had largely failed due to
the post-WWII land reform that established a strong structure of small-scale
family farms and thus resistance towards collectivization. For this main reason,
Poland made a political decision not to restitute the ownership rights to the former
owners who lost their land rights after WWII through a land restitution
programme as in the case of the other Central European countries.s4 Asking the
small-scale farmers to give up the land they had received in the 1940s and 1950s
and farmed since then would not have been politically feasible. Another reason for
not restituting land to former owners in Poland was that, to a great extent, it would
have led to restitution to foreigners, i.e. Germans who emigrated after WWIL.155
Instead, claims for restitution of lost property rights are treated under the existing
civil law on a case-by-case basis.15¢

Poland is going through a process of privatizing the 20 percent of the agricultural
land of the state farms. The Agricultural Property Agency (APA) was established
in 1992 to manage this process. In total, 4.7 million ha from liquidated state farms
were transferred to the management of APA and were subsequently privatized.
The land privatization approach was to sell the state land in auctions and through
direct sale to eligible groups. Poland chose to try to use the privatization process
to improve the local farm structures by giving preference for purchase to specific
groups, mainly commercial family farms. According to the privatization law, the
former owners or their heirs have the first right to purchase the land offered for
sale by APA. The current leaseholders are granted the second right to purchase.
Land can also be sold in restricted auctions to family farmers, often resulting in
sales prices much lower than the normal market price.!s7

By the end of 2011, 2.2 million ha had been privatized through auctions and direct
sale, and 1.46 million ha of the remaining 1.95 million ha had been leased out to

154 Lerman, Z. et al. (2004): Agriculture in Transition — Land Policies and Evolving Farm
Structures in Post-Soviet Countries. Lexington Books, p. 91.

155 Swinnen, J. & Mathijs, E. (1997): Agricultural privatisation, land reform and farm
restructuring in Central and Eastern Europe: A comparative analysis. In Swinnen, J. et
al. (edit): Agricultural Privatisation, Land Reform and Farm Restructuring in Central and
Eastern Europe, p. 341.

156 Cwiok, T. (2010): There are many reasons why Poland is not likely to pass an act to
restore property to prewar owners or their heirs. American Investor magazine, 18 June
2010.

157 Zadura, A. et al. (2008): Land Bank and Land Consolidation (Polish case). Workshop
paper for FAO land consolidation and land banking workshop in Prague, June 2008.
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private farmers.s8 The privatization process has been hampered by restitution
claims submitted under civil law for 450 000 ha in the portfolio of APA. Until
2010, the sale was blocked until the civil restitution cases had been settled.
However, from 2010 the sale of state land with restitution claims has been possible
with a first right to buy for the former owners and their successors at the normal
market price. If the former owner refuses purchase, the land is offered for sale to
the leaseholder if the lease contract has lasted for at least 3 years. If the leaseholder
also refuses, the property is sold through a tender procedure.

In addition, APA has tasks according to the law on formation of agricultural
system, which was adopted in 2003. APA also has the function of a State Land
Bank and can not only sell state land but can also purchase agricultural land from
private owners. When state land is sold, APA has a pre-emption right to buy back
the land if the private buyer wants to sell the land within five years from the
purchase from the state. The purpose is to reduce speculation and to pursue the
structural policy to support the development of mainly commercial family farms.

The result of the land reform process in Poland has, for two main reasons, not
fundamentally changed the farm structures that existed before 1990. First, the
reform has not affected the 75 percent of the agricultural land that was privately
owned and used in individual family farms during the socialist regime. Second,
only less than half of the 20 percent of the total agricultural land managed by APA
has so far been privatized. The farm structures vary considerably depending on
the region. In the southern and eastern regions, small and fragmented family
farms with an average farm size of less than six ha dominate. In the northern and
western regions, medium-sized commercial family farms dominate, with an
average farm size of around 20 ha.’s9 In 2010, the private farms utilized an average
of 9.8 ha, of which 8.6 ha was agricultural land. For Poland, only 22 percent of the
UAA is used through lease agreements.¢° Data on the average size of agricultural
holdings and the average number of parcels per holding is not available.

5.3.2.5 Eastern Germany

In Eastern Germany, the transition towards a market economy had a different
starting point than all other study countries, as the former German Democratic
Republic (GDR) became a member of the European Union as early as 1990
through German reunification.

158 Jolanta Gorska (APA), personal communication, December 2012.
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Before WWII, Eastern German farm structures were dominated by family farms,
with an average farm size of 10.5 ha.®* After WWII, Eastern Germany was
occupied by the Soviet Union during 1945-9. In this period, agricultural land
belonging to estates larger than 100 ha was expropriated without compensation.
The same happened with agricultural land and other properties belonging to those
who were said to be “Nazi-leaders” and “war criminals”.162 A land reserve of 3.3
million ha was established from the confiscated land and land owned by the state
before WWII. From this land, 2.2 million ha were distributed to the so-called “new
settlers”, i.e. farmers who were refugees from former Eastern provinces of
Germany, which had become part of Poland and Russia after the war. On average,
these farmers were allocated eight ha. The remaining land reserve was used to
establish state farms.

After the establishment of the GDR, a further 700,000 ha were confiscated in
1952-1953 during the first wave of collectivization. In most cases, this land was
handed over to agricultural cooperatives founded in those years. Private
landowners and farmers were forced to join the cooperatives with their land. In
most cases the landowners kept the formal ownership rights to the land. This
accounted for as much as about 70 percent of the agricultural land in GDR. The
use rights, however, were given completely to the cooperatives. The cooperative
farms gradually became dominant in the socialist agricultural structure. By 1989,
4,500 collective farms cultivated 82 percent of all agricultural land and held 75
percent of the livestock. State farms were only of minor importance and cultivated
eight percent of the land and held 16 percent of the livestock in 1989. The
remaining 10 percent of the agricultural land was, after four decades of collective
farming, still operated by small private family farms or used in private household
plots with an average size of 0.75 ha.

Germany chose an approach to land reform and land privatization in Eastern
Germany where different instruments were applied at the same time. The legal
basis for the process was the adoption of the agricultural adjustment law and the
law governing unsolved property issues as well as the unification treaty in 1990.
The law has been amended several times during the 1990s. In 1992, the BVVG
(Bodenverwertungs- und —verwaltungs GmbH) was founded as the implementing

161 Bromley J. and Bromley D. (2012): Looking East: Reclaiming land and legacy in the
former GDR. IAMO, p.63.

162 Beckmann, V. and Hagedorn, K. (1997): Decollectivisation and privatisation policies and
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Agricultural Privatisation, Land Reform and Farm Restructuring in Central and Eastern
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agency responsible for management and privatization of the state-owned
agricultural and forest land. 63

The “simplest” form for land reform was the case where the members of the
cooperative farms who had kept the formal ownership rights withdrew from the
collective farms with their share of the assets. For around 55 percent of the
agricultural land, the use rights were returned to the formal owners without
involving BVVG.64

The law governing unsolved property issues contained the main provisions for
the restitution of agricultural land where formal ownership rights had been lost
between 1949 and 1989, and also where land was expropriated between 1933 and
1945 (e.g. Jewish property). However, the political decision, which was strongly
debated, was to not restitute the land confiscated during the occupation by the
Soviet Union in 1945-9. Instead, the former owners who had lost their property in
the first years after WWII were offered the opportunity to buy back a certain
amount of agricultural (and/or forest) land at a reduced price through the so-
called land purchase programme, which was launched after the adoption of the
indemnification and compensation act in 1994.

In total, approximately 3.2 million ha of state agricultural and forest land were
transferred in 1992 to the management of BVVG and were subsequently
privatized. From 1992-2012, approximately 300,000 ha of agricultural and forest
land were restituted to the former owners, mostly during the 1990s. Former
owners were given a deadline of the end of 1992 to claim land for restitution. If
possible, the programme restituted the original land to the former owners. If that
was not possible, the claimants were entitled to compensation. The land claimed
for restitution could not be sold until a decision had been made about the claim,
which could take several years. In the meantime, BVVG leased out the land.

In 1993, it was decided to implement the privatization in three phases over a
longer period of years. This change was motivated by the general uncertainty
regarding the reorganization of ownership, and perhaps most importantly, the
political wish to avoid the consequences that a rapid large-scale privatization
would have on the weak land market, i.e. a predicted severe drop in land prices.

In the first phase (1992-1996), the land was not sold but leased out for the short
and long term (up to 12 years). In the second phase (1996-2010), the land
purchase programme was implemented, allowing sale of state agricultural and

163 Dells, K. (2008): Management and Privatization of State-Owned Agricultural Land —
Case Studies from Eastern Germany and Ukraine. Conference paper for FIG/FAO/CNG
Seminar in Verona, Italy, September 2008, p. 1-7.
164 Katja Dells (BVVG), personal communication.
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forest land at reduced prices to eligible persons who, in addition to the former
owners who lost their properties during 1945-1949, also included citizens of the
former GDR who had been involved in agriculture. By the end of 2011, 1.2 million
ha in total had been sold at reduced prices.¢5 In the third phase (from 2005 and
still ongoing), the remaining land is being sold at normal market price through
tenders. By the end of 2011, 1.34 million ha in total had been sold at market prices,
and 291,000 ha of agricultural land and 66,000 ha of forest land were still to be
privatized.

The farm structure in Eastern Germany after 20 years of land reform is dominated
by medium-sized family farms and large-scale corporate farms, often the
successors of the cooperative farms. In 2005, 64 percent of the total utilized
agricultural land in Germany was used through lease agreements. 6 The figure for
Eastern Germany alone is not available. Data on the average agricultural holding
size as well as the average number of parcels per holding are also not available for
Eastern Germany. However, a moderate level of fragmentation of landownership
has been a side-effect of land reform, especially arising from the withdrawal of
land from the cooperative farms and land restitution.

5.3.2.6 Conclusions

Despite the fact that the Czech Republic, Slovakia, Hungary, Poland and Eastern
Germany had relatively similar farm structures before WWII, and that all
countries implemented land reform immediately after WWII (where agricultural
land from large estates was confiscated and distributed or sold to landless
peasants, war refugees and small farmers), the land reform approaches chosen in
the countries after 1989 did not follow the same path. Hungary and Poland stand
out from the other three.

In the Czech Republic, Slovakia and Eastern Germany, for most of the agricultural
land that was collectivized and included in the cooperatives in an often forced
process, the owners never lost the formal rights of landownership and remained
on the land registers. In many cases, the land reform approach after 1989 was
simply to withdraw from the cooperatives with the land and other assets that had
been affected by the collectivization process that took place, often four decades
earlier.

The above mentioned three countries have been through a process of restitution
of ownership rights to agricultural land that were formally lost during
collectivization. However, none of the countries has restituted agricultural land

165 BVVG (2011): Company Data 2011.
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confiscated in the land reforms implemented immediately after WWII but only the
land that was lost after the communists came to power in the late 1940s. Despite
the political aim of justice and “doing right what was done wrong”, it seems that it
has not been politically feasible to “roll back” the post-WWII distribution to
numerous small family farmers, the landless and war refugees. If restitution of the
property was not possible in the form of the original boundaries, the claimants had
the opportunity to receive other agricultural land of the same value. Compensation
in money for the value of the property was also an option.

Hungary and Poland chose different approaches to land reform compared with the
other three countries. In Poland, the collectivization had failed and 75 percent of
the agricultural land was both owned and used by small family farms during the
socialist era. In the other four countries this was less than 10 percent. Most of the
20 percent of agricultural land in Poland that was used by the state farms was
confiscated from the former German owners after WWIL. Thus, a relatively small
part of the population had a wish for restitution and a mass restitution programme
was never adopted in Poland. Instead restitution claims are being dealt with by
the Civil Courts. Poland has privatized the state land through sale at tenders or to
eligible groups, such as the former owners or leaseholders, and often for prices
below market price. In this way Poland has aimed at using the privatization
process to improve the agricultural structures.

The land reform process in Hungary is unique among all 25 study countries.
Hungary decided on compensation rather than restitution. In addition to
compensation to former landowners, land was distributed to the current groups
of users, such as landless cooperative members and employees of cooperatives and
state farms. The instrument for compensation was vouchers. The state agricultural
land was sold at auctions held in the rural communities where the land could be
purchased using compensation vouchers.

The land reforms from 1989 and onwards resulted in the Czech Republic and
Slovakia having very little change in the farm structures which are still dominated
completely by large corporate farms, often the successors of the cooperatives and
state farms. However, the land reforms in the two countries resulted in the re-
establishment of the highly fragmented ownership structure that existed before
1948 and in the extensive co-ownership of agricultural land. The owners who
withdrew from the cooperatives or had their land restituted often have little
interest in farming and around 9o percent of the UAA is used through lease.
Despite the extreme fragmentation of ownership, the large fields established
during collectivization still exist.

Large corporate farms also dominate the farm structures in Eastern Germany
where commercial family farms also play a big role. In Poland and Hungary, the
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farm structures are mixed with small and fragmented family farms dominating in
some regions, and larger commercial family farms and corporate farms
dominating in other regions.

5.3.3 BALKAN COUNTRIES EXCEPT THOSE OF FORMER YUGOSLAVIA

In 2003, Albania, along with other Western Balkan countries, was identified as
potential candidate for EU membership. In 2012, the European Commission
recommended that Albania shall be granted EU candidate status, subject to
completion of key measures in certain areas. Both Romania and Bulgaria
became EU member countries in 2007. Albania, Romania and Bulgaria chose
different approaches to land reform in the 1990s.

5.3.3.1 Albania

The approach chosen for land reform in Albania has its roots in the landownership
pattern as it was when Albania became independent in 1912. By then most of the
agricultural land was owned by only a few families. All land owned by the Ottoman
State and the Sultan was confiscated by the Albanian state after the
independence.*7 A land reform in the 1920s, which aimed at distributing four ha
of agricultural land to each rural family, failed because of strong resistance from
large landlords. Instead the Albanian King’s government allowed large
landowners and government officials to acquire even more land. In the 1930s a
few thousand ha of mainly State land was distributed to small and landless
farmers. However, this did not have much effect on large landowners: a relatively
few large landlords owned most of the fertile land in the plains in a feudal system
when the communist regime took control of Albania in 1944.

In 1945, the communist government nationalized forests and pastures.
Agricultural land was not nationalized in the first stage and in fact the 1946
Constitution guaranteed the private ownership of agricultural land with the
exception of large estates.’®8 The legal attitude towards private landownership
shifted gradually and from 1976 all agricultural land was nationalized and private
ownership was abolished.

After the communist regime fell in 1990, the land reform process in Albania was
launched in 1991 with the adoption of the law on land. In order to avoid re-
establishing the pre-1945 feudal owner structure, and at the same time respond to
food shortages and hunger in rural areas, the agricultural land was distributed in
a quick land reform process to the rural families who used to work in the collective

167 Cunga, A. and Swinnen, J. (1997): Agricultural privatisation, land reform and farm
restructuring in Albania. In Swinnen, J. et al. (edit): Agricultural Privatisation, Land
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and state farms.'69 170 In only 18 months, 700,000 ha of arable land that used to be
controlled by 420 collective and state farms were distributed to nearly 500,000
family farms, separated into nearly 2 million parcels.””* In 1993, a land registry,
the Immovable Property Registration System (IPRS), was established and the
registration of the distributed parcels and their ownership began.

Family farm in Terbuf Commune, Albania (2012).

The law on land required distribution of all agricultural land (i.e. arable land,
vineyard and orchards) of collective and state farms for free. Pastures and forests
were not included and have stayed in state ownership. The land distribution
process was managed by land commissions elected in each village. Land was to be
divided on an equal per capita basis among all persons associated with the
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collective and state farms. The land was allocated to the families, and normally
with the head of the family as the registered owner. According to the law it was not
allowed to sell or buy the distributed agricultural land. This moratorium was lifted
in 1998.172

In about half the rural areas, the land reform was conducted in accordance with
the legislation. In the other half, mainly in the northern part of Albania and in hilly
and mountainous areas in the central part of the country, the land commissions
distributed the agricultural land to former owners or according to “old
boundaries”.””3 These distributions recognized the ancestral land rights that
enjoyed high levels of social legitimacy and seem to have been officially accepted
even though the procedure was not consistent with the adopted land reform
legislation.

Fragmented parcels of arable land in Terbuf municipality, Albania (2010).

In 1993, legislation was adopted that granted the pre-1945 landowners the right to
claim restitution or to be compensated for lost agricultural land of up to 100 ha.
By then, however, most of the land had already been distributed to the former

172 Lerman, Z. et al. (2004): Agriculture in Transition — Land Policies and Evolving Farm
Structures in Post-Soviet Countries. Lexinton Books, p. 76.
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workers of the collective and state farms. There are expected to be 41,000 claims
for restitution and compensation which remain largely unsolved due to changing
legislation as well as a lack of available land and funding for restitution. In 2005,
it was estimated that funds necessary for compensation of former owners could
amount to USD 5 billion. 74

Land reform in Albania resulted in a complete restructuring of the agricultural
sector as almost half a million new small family farms were created with an
average holding size of 1.05 ha, typically divided into 2-5 parcels, and with an
average of 3.3 parcels per holding.7s Thus, the average parcel size after land
reform was around 0.3 ha and the fields are rarely contiguous. The average one-
way distance to all a farmer’s parcels is 4-5 km in Lushnje region and 5-7 km in
Vlora region.76 To a very large degree, each family is farming its own land. In 1996,
more than 95 percent of the arable area was being farmed by small-scale farmers
in individual farms.77

The unresolved restitution claims have, in many cases, resulted in uncertainty of
landownership and are thus hindering land market development and agricultural
development in general.

In 2011, Albania had about 390,000 family farms, with an average size of 1.26 ha,
divided in 4.7 parcels, and with an average parcel size of 0.27 ha.78 Both
ownership fragmentation and land use fragmentation are severe and are
hampering the use of the agricultural land. The agricultural land is in the
ownership of the family, and not only in the ownership of the registered owner(s).
This unregistered family co-ownership complicates the development of the land
market because, according to the civil code, the family ownership means that all
family members must sign the documents for any land transactions, even for
exchange of parcels of equal value, in front of the notary or provide a power of
attorney.79
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5.3.3.2 Romania

Romania has a long history of land reform over the past 200-300 years. In 1921,
landholdings of more than 200 ha were expropriated in a land reform process and
2.8 million ha were distributed to one million small family farms.'8c However,
many large landowners remained due to difficulties in the implementation of the
land reform. The agricultural census conducted in 1930 revealed an average area
of 3.92 ha of arable land per household.:s:

In 1945, the Government expropriated the land of German citizens and
collaborators as well as of absentee owners, and private agricultural land over 50
ha. No compensation was provided to the previous owners. In 1947, 1.4 million ha
had been distributed to 800,000 family farms with less than 5 ha.

In 1949 began a long and complicated collectivization process that gradually led
to the formation of large-scale collective and state farms. The collectivization was
completed in 1962 where 77 percent of the agricultural land was under State
control. The land remaining in private ownership was located mainly in
mountainous areas, and was in the form of one million remote and fragmented
mountain farms.

The recent land reform began shortly after the overthrow of the Ceausescu regime
in December 1989. The political riots were accompanied by considerable
spontaneous take overs of agricultural land and assets from collective and state
farms. The initial phase of the land reform was chaotic as the provisional
Government was trying to take control over the spontaneous events. The first of a
series of laws concerning land was adopted as early as January 1990 and
distributed up to 0.50 ha for the personal use of each former member of the
agricultural cooperatives and pensioners.82

The main land reform law is the land law adopted in 1991. Privatization of land
from collective farms and state farms followed different procedures in the initial
phase. The political objective was equity and social justice to former owners and
not efficient agricultural production.’3 The law liquidated 3,700 collective
farms.’84 Its basic provisions were that land was to be restituted to the former
owners or their heirs. A maximum area of 10 ha of agricultural land and one ha of

180 Sarris, A. H. and Gavrilescu, D. (1997): Restructuring of farms and agricultural systems
in Romania. In Swinnen, J. et al. (edit): Agricultural Privatisation, Land Reform and Farm
Restructuring in Central and Eastern Europe, p. 189-194.

181 Rusu, M. et al. (2002): Land Fragmentation and Land Consolidation in the Agricultural
Sector — A Case Study from Romania. FAO, p. 6-7.

182Tbid., p. 9-13.

183 Rusu, M. and Pamfil, V. (2005): Agricultural land reform and land consolidation in
Romania. Workshop paper from FAO Land Consolidation workshop. Prague March 2005.
184 Giovarelli, R and Bledsoe, D. (2001): Land Reform in Eastern Europe. FAO, p. 39.
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forested land per family could be restituted after making a claim and submitting
the documentation for previous ownership. In 1997, the maximum area eligible
for restitution was raised to 50 ha for agricultural land and to 30 ha of forested
land. In addition, former members and employees of the collective farms, who had
worked for the last three years before the political changes (1987-1989) in
collective farms or in inter-cooperative associations, could claim 0.5 ha of arable
land even if they had not contributed land to the collective farms.

Land reform on the state farms initially followed a different track. In the first
phase from 1990, the state farms were transformed into limited liability
companies or joint-stock companies. In 1991, a privatization law distributed 30
percent of the shares in the companies to “private” investment funds. These funds
were to issue to each Romanian citizen a certificate that could be sold or exchanged
for shares of companies being privatized. However, this approach was abandoned
before it was implemented, and in 2000 a law was adopted which allowed for
restitution of state farms in a similar way to the collective farms, with a maximum
of 50 ha for agricultural land and 10 ha for forested land. The claimants were to
get back the original parcels and when that was not possible, financial
compensation should be paid.

Land reform in Romania has been conducted mainly through the restitution of the
pre-1948 ownership rights, first from the collective farms and from 2000 also
from the state farms. In addition, in the early 1990s agricultural land parcels of up
to 0.5 ha were distributed to the landless rural families who were not eligible for
restitution.

By the end of 1999, the breakup of the large collective and state farms had resulted
in an ownership structure in Romania where 4.1 million family farms owned 9.4
million ha of agricultural land, with an average of 2.3 ha per holding. The land was
normally scattered in 4-5 parcels, and with an average parcel size of 0.5 ha.

The land reform process has resulted in a highly polarized farm structure with, on
the one hand, a large number of small family farms engaged mainly in subsistence
farming, and on the other hand, a relatively low number of large-scale corporate
commercial farms.!85 In between, there is a thin layer of larger family farms and
larger farms managed by agricultural associations. Many of the latter farms have
evolved from the former collective farms. Some 1.6 million ha or 12 percent of the

185 Blenesi Dima, A. and Rusu, M. (2006): Farmland consolidation: Recent developments
in Romania. Workshop paper FAO Land Consolidation workshop. Prague May 2006.
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utilized agricultural land (UAA) remain in state and municipal ownership and are
leased out to private farms.186

5.3.3.3 Bulgaria

In Bulgaria, the farm structures before WWII were dominated by small private
family farms that developed after the Russian-Ottoman war in 1878 ended 500
years of Ottoman rule. The average farm size in 1946 was around 4.3 ha,
distributed on average in 11 parcels and thus with an average parcel size of a little
less than 0.4 ha.’87 In contrast to many of the other countries in the region,
Bulgaria chose not to implement a large land reform in the 1940s after WWII. 188
The collectivization process began in 1946. The collectivization meant that almost
all agricultural land came under state control or the control of cooperatives.:89 The
farm sector was reorganized a number of times between 1946 and 1990. During
the early 1970s, the state and cooperative farms were consolidated into huge agro-
industrial complexes (TKZS), with an average size of 10 000 ha. However, a small
number of individually managed private farms existed, mainly in mountainous
areas. In 1985, privately used agricultural land parcels amounted to 13 percent of
the total agricultural land.x9°

Land reform in Bulgaria began with the adoption of the law of ownership and use
of agricultural land in 1991. Some 301 Municipal Land Commissions were
established with the responsibility of restituting the state agricultural land to the
former owners or their heirs. The ownership pattern as it existed in 1946
determined who were eligible for restitution. According to the law, restitution
could take place in accordance with the old property boundaries where that was
possible in the field. Where it was not possible, the Municipal Land Commissions
prepared a land reallocation plan taking into consideration the various claims for
restitution in the area, and the claimants received alternative land in the original
village or compensation in privatization vouchers.* It was a specific objective of
the law to restitute in the fewest possible parcels to avoid land fragmentation. To

186 Ciaian, P. et al. (2012): Sales Market Regulations for Agricultural Land in the EU
Member States and Candidate Countries. Factor Markets Working Paper no. 14, p. 21.

187 Howe, K.S. (1998): Politics, equity, and efficienty — Objectives and outcomes in Bulgarian
land reform. In Wegren, S. (edit): Land Reform in the Former Soviet Union and Eastern
Europe, p. 208-215.

188 Kiril Stoyanov (Ministry of Agriculture and Food, Bulgaria), personal communication,
January 2013.

189 ARD Inc. (2006): Environmental and Economic impact assessment of land
privatization in Eastern Europe and Eurasia — National report Bulgaria. Prepared for
USAID, p. 5.

190 Davidova, S. et al. (1997): Bulgaria: economic and pilotics of post-reform farm
structures. In Swinnen, J. et al. (edit): Agricultural Privatisation, Land Reform and Farm
Restructuring in Central and Eastern Europe, p. 26.

191 Vladimir Evtimov (Land Tenure Officer, FAO), personal communication, January 2013.
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do so, the law set a minimum parcel size of 0.3 ha for arable land, 0.1 for vineyard
and o.2 for pasture land.92

The deadline for submission of restitution claims was in August 1992. The land
reform process in Bulgaria was performed slowly and took about nine years.
Changes in government led to frequent changes in the legal framework. Thus, the
main law on land reform was amended nearly 35 times up until 2004. In the
initial stage, restitution was restricted to a maximum of 30 ha, and to 20 ha in
regions of intensive agriculture. Sales of agricultural land to private individuals
was not allowed until three years after restitution. This moratorium was lifted later
in the process. The land claims in many villages significantly surpassed the
amount of land available. Where there were claims for more land than available, a
correction coefficient would reduce every villager’s claim.93

The land restitution process resulted in the re-establishment of a large number of
small family farms. In total, 5.7 million ha out of 6.2 million ha of state agricultural
land were restituted.’94 The average size of agricultural holdings after land reform
is two ha on average, distributed in 4-5 parcels and thus with an average parcel
size of 0.4-0.5 ha.’9%5 However, ownership fragmentation is considerably worse
than even these figures suggest. As most of the original landowners in 1946 had
died by the time of restitution, the land was restituted to their heirs. According to
the Bulgarian inheritance law, every heir gets an equal share of the property when
the owner dies. So each heir was entitled to receive a relative share of each
restituted parcel. When this conflicted with the above mentioned provisions on
minimum parcel sizes in the restitution law, the heirs were forced into co-
ownership of the restituted agricultural parcels. This has led to a massive co-
ownership situation in Bulgaria where many parcels have numerous co-owners.
Thus, the political intention of avoiding land fragmentation instead resulted in a
hidden or internal fragmentation in the form of widespread co-ownership. Recent
research documents that land in forced co-ownership in Bulgaria is more likely to
be leased out to corporate farms or to be left abandoned than land under single
ownership.19¢

192 Vranken, L. et al. (2011): Property rights imperfections and asset allocation: Co-
ownership in Bulgaria. Journal of Comparative Economics 39 (2011), p. 159-163.

193 Van Dijk, T. (2003): Dealing with Central European land fragmentation — A critical
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194 ARD Inc. (2006): Environmental and Economic impact assessment of land
privatization in Eastern Europe and Eurasia — National report Bulgaria. Prepared for
USAID, p. 6.

195 Kopeva, D. et al. (2002): Land Fragmentation and Land Consolidation in the
Agricultural Sector — A Case Study from Bulgaria. FAO, p. 19.

196 Vranken, L. et al. (2011): Property rights imperfections and asset allocation: Co-
ownership in Bulgaria. Journal of Comparative Economics 39, 2011.
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The farm structures in Bulgaria after land reform are dualistic with a large number
of small family farms and a much smaller number of large cooperatives and
corporate farms. The average size of family farms in 1999 was 2.6 ha (including
leased land), the average size of cooperatives was 483 ha, and the average size of
corporate farms was 379 ha.»97 The large farming operations farmed mainly on
leased land. In 2003, 77 percent of the total area under cultivation was leased.98
Approximately 240,000 ha of agricultural land, or eight percent of the UAA, are
owned and managed by the state through lease agreements with private family
farms or corporate farms.99 Between 2001 and until the end of 2012, a total of
32,000 ha were privatized through sale of state land through tenders.2c°0 Of this
amount, 8,000 ha were sold in 2012.

5.3.3.4 Conclusions

Albania, Romania and Bulgaria chose quite different approaches to land reform
but in all three countries the land reform process resulted in a complete
restructuring of the agricultural sector. Albania distributed almost all agricultural
land to rural families based on principles of equity in a quick land reform process
in the early 1990s. A land restitution law was adopted but so far only limited
progress has been made. Romania first distributed up to 0.50 ha for the personal
use of each former member of the agricultural cooperatives and pensioners during
1990-1991, and then from 1991 restituted land to the pre-collectivization owners
and their heirs. Where restitution was not possible, the lost land was compensated.
Bulgaria restituted the ownership situation as it was in 1946 (and compensated
when restitution was not possible) in a slow land reform process.

In all three countries the land reform resulted in a complete breakup of the former
large-scale cooperatives and state farms. The outcome has been small average
sizes of agricultural holdings (between 1.3 and 2.3 ha) and severe ownership and
land use fragmentation emerged, with an average 4-5 agricultural parcels in all
three countries. In addition, “hidden” fragmentation in the form of co-ownership
is common in Bulgaria and Albania in the form of family ownership of the
agricultural land while co-ownership is not so common in Romania.20* In Albania,
the farm structures are completely dominated by the small and highly fragmented
family farms as almost all agricultural land is used by the owning families. Small

197 Ibid., p. 161.

198 ARD Inc. (2006): Environmental and Economic impact assessment of land
privatization in Eastern Europe and Eurasia — National report Bulgaria. Prepared for
USAID, p. 12.

199 Ciaian, P. et al., (2012): Sales Market Regulations for Agricultural Land in the EU
Member States and Candidate Countries. Factor Markets Working Paper no. 14, p. 21.
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January 2013.
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family farms also dominate in the other two countries but the farm structures are
dualistic, with large corporate farms also dominating.

5.3.4 FORMER YUGOSLAVIA COUNTRIES

Following the fall of communism, ethnic tension and economic problems led to
the tragic wars in the ex-Yugoslavia countries during 1991-1995 (Slovenia, Croatia,
Serbia, and Bosnia and Herzegovina) and 1998-1999 (Kosovo and Serbia). Seven
independent countries: Slovenia, Croatia, Serbia, Bosnia and
Herzegovina, Montenegro, Macedonia and Kosovo were founded on the
ruins of Yugoslavia.

Land reform in the former Yugoslavia countries, with the exception of Slovenia,
began much later than in most of the other countries in Central and Eastern
Europe, and the wars have significantly complicated the land reform process.
However, the starting point for land reform was also different from that of most of
the other countries in the region. In Yugoslavia, the majority of the agricultural
land was in private ownership as well as use throughout the socialist era. Thus, as
much as 82 percent of the agricultural land was owned by small private family
farms in 1985.202

The farm structures in most of the regions of Yugoslavia before WWII were
dominated by small-scale family farms. From 1945, after the communists took
over, large-scale state farms were created until 1953.203 Different tools were
applied in the collectivization process. Agricultural land and forests of large
landowners including banks, private companies and churches, were expropriated
without compensation. To begin with, the maximum allowed size of privately-
owned farms was limited to 25 ha. In addition, the government confiscated land
belonging to German citizens and to those who had cooperated with the Germans
during the war. The nationalization of large landholdings resulted in a state land
reserve of 1.5 million ha of which 800,000 ha was distributed to settlers who had
moved from unproductive mountain areas to more fertile areas. The remaining
700,000 ha was used to establish state farms.204 In 1953, the large-scale
collectivization was abandoned because of strong opposition from peasants and
due to poor performance of collective and state farms that led to economic and

202 Zivkov, G. (2010): Transition Reform of the Agriculture Sector in Former SFRY
countries. Working paper prepared for FAO, p. 22.

203 Bojnec, S. and Swinnen, J. (1997): Agricultural privatisation and farm restructuring in
Slovenia. In Swinnen, J. et al. (edit): Agricultural Privatisation, Land Reform and Farm
Restructuring in Central and Eastern Europe, p. 282-284.

204 Zivkov, G. (2010): Transition Reform of the Agriculture Sector in Former SFRY
countries. Working paper prepared for FAO, p. 18-20.
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political problems. During 1949-1950, frustrated peasants organized spontaneous
local armed rebellions against collectivization.205

Collectivization, however, continued at a lower intensity through expropriation
and state purchase of private agricultural land in order to enlarge the state farms.
From 1953 the maximum size of privately-owned farms was limited to 10 ha of
agricultural land in fertile areas and to 20 ha in hilly areas.

Between 1955 and 1965, 1.2 million ha of agricultural land were purchased and
expropriated from the private family farms and an additional 400,000 ha were
cultivated through land reclamation (i.e. cultivation of grasslands and drainage of
ponds and moors). This land was used to establish and enlarge existing large-scale
state farms, often in the form of the so-called Socially Owned Enterprises (SOEs).
Land consolidation was used as an instrument in this process as well. The different
ways in which the state farms acquired private agricultural land in Yugoslavia has
complicated the restitution and privatization process in the countries of the former
Yugoslavia after 1991.

As a result of the collectivization process, a dualistic farm structure existed from
the middle of the 1950s until after the wars in the 1990s, with many small-scale
private family farms farming around 80 percent of the agricultural land and large-
scale SOEs farming around 20 percent. The structure of the private farms was
“frozen” since selling and buying of agricultural land between private individuals
was hampered by complicated administrative procedures. Furthermore, the
agricultural input and output market was fully controlled by the state.

Most of the former Yugoslavia (i.e. the north-western part) had been part of the
Austro-Hungarian Empire and as such had the dual land registration system, with
a separate land book and cadastre. All seven countries are struggling with severe
registration problems that occurred from poor maintenance of the two registers
and the lack of updating and coordination during the period of 1940-1995.
Furthermore, in some cases the land registers were lost in the wars (WWII and
those of the 1990s).

Those regions of the former Yugoslavia that were part of the Austro-Hungarian
Empire have a long tradition, going back to the first part of the 19t century, for
improving the agricultural structures through land consolidation projects.206 After
WWIL, the first land consolidation law was adopted in the Socialist Republic of
Croatia in 1954. In SR Slovenia, the law was passed in 1957. Later, similar laws

205 Glenny, M. (1999): The Balkans — Nationalism, War, and the Great Powers, 1804-1999.
Penguin Books, p. 550-551.
206 FAO Land Consolidation Project TCP/BIH/3301 (2012): Draft land consolidation
strategy framework paper.
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were adopted in most of the other republics, for example in Bosnia and
Herzegovina as late as 1974. The land consolidation approach in Yugoslavia was
similar to the German and Dutch approach at the time, with land consolidation
often being implemented in connection with large-scale agricultural development
projects, such as irrigation and infrastructure works. In Yugoslavia, the approach
was top-down and often used to enlarge and consolidate the land of the state
farms, and sometimes at the expense of the private family farmers who were forced
to exchange their parcels for more remote ones.2°7 There are, however, also many
examples where the private family farms benefitted from the land consolidation
projects by reducing the number of land parcels (fragmentation) and
amalgamating land closer to the homesteads.

The wars in the 1990s have further complicated the land reform process, especially
in Croatia, Serbia, Bosnia and Herzegovina, and Kosovo. The restitution and
compensation of refugees and displaced persons in the countries of ex-Yugoslavia
after the wars is not included in this paper.

5.3.4.1 Slovenia

In Slovenia, the war that broke out in 1991 lasted only 10 days, and soon after its
independence the country began a transition process that led to EU membership
in 2004. It was the first of the countries of the former Yugoslavia to obtain EU
membership.

At the starting point of land reform, about 17 percent of the agricultural land in
Slovenia was owned by the state farms. The law on denationalization was adopted
in 1991 and laid the foundation for restitution of the state land to the former
owners. In 1993, the process was supported by the adoption of the law on the fund
of agricultural land and forests (the land fund).2°8 The restitution of the state land
was handled by the state land fund. As mentioned above, the restitution process
was complicated by the different approaches that had been used in Yugoslavia to
acquire land from private farmers, sometimes without any compensation,
sometimes with some compensation, and sometimes in a regular sale from the
private owner to the state. Claims submitted for restitution by former owners or
their heirs covered only a relatively small share of the state agricultural land.209
However, the restitution process was delayed and in 2000, only 40 percent of the

207 Zivkov, G. (2010): Transition Reform of the Agriculture Sector in Former SFRY
countries. Working paper prepared for FAQ, p. 39.

208 Bojnec, S. and Swinnen, J. (1997): Agricultural privatisation and farm restructuring in
Slovenia. In Swinnen, J. et al. (edit): Agricultural Privatisation, Land Reform and Farm
Restructuring in Central and Eastern Europe, p. 289-293.
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land object of restitution had been restituted. By 2010, however, the process had
been almost finalized.21

A special characteristic of land restitution in Slovenia was that the law on
denationalization introduced restitution of agricultural land in co-ownership to
the former owners and their heirs in cases where the land eligible for restitution
was part of large agricultural fields, large orchards or vineyards. This provision
reduced the physical land fragmentation as a result of the restitution process but
instead it created “internal” fragmentation in the form of co-ownership.2x

The Slovenian state land fund still had around 60,000 ha (nine percent of all
agricultural land) in its possession in 2011 and it functions today as a state land
bank, which besides the management of the state agricultural land, is also able to
purchase agricultural land that is used to increase the land mobility when
implementing land consolidation projects.22 In 2011, the Land Fund sold only 11
ha but bought 304 ha of agricultural land. Slovenia has no plans for mass
privatization of the remaining stock in the Land Fund. However, agricultural land
from the fund can be sold if requested by private farmers and leaseholders have a
pre-emptive right for purchase.

The farm structure in Slovenia is still dominated by many relatively small family
farms with an average agricultural holding size of 6.3 ha, an average size of arable
land parcels of 0.3 ha, and an average of 22 land parcels per agricultural holding.23
The share of agricultural land used through lease agreements is relatively low, with
only 30 percent of the total UAA being leased in 2005.214

5.3.4.2 Croatia

Croatia is set to become a EU member in July 2013; it will become the second
country of ex-Yugoslavia to do so. In Croatia the restitution of state agricultural
land began in 1996 after the Dayton Peace Accord, and with the adoption of the
law on compensation for the property confiscated during the communist regime

210 Zivkov, G. (2010): Transition Reform of the Agriculture Sector in Former SFRY
countries. Working paper prepared for FAO, p. 31.

211 Bojnec, S. and Swinnen, J. (1997): Agricultural privatisation and farm restructuring in
Slovenia. In Swinnen, J. et al. (edit): Agricultural Privatisation, Land Reform and Farm
Restructuring in Central and Eastern Europe, p. 291.

212 Lisec, A. (2012b): Unpublished notes on land reform and land restitution in Slovenia.
213 Lisic, A et al. (2012a): The institutional framework of land consolidation — comparative
analysis between Slovenia and Norway. Paper presented at FIG Working Week, Rome, p.
3-4.

214 Swinnen, J. & Vranken, L, (2009): Land & EU Accession — Review of the Transitional
Restrictions by New Member States on the Acquisition of Agricultural Real Estate. Centre
for European Policy Studies (CEPS), p. 16.
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in Yugoslavia.?’s According to the law, only Croatian citizens could have land
restituted. In 1999, the Croatian Constitutional Court intervened and mandated
the Croatian Parliament to allow for restitution regardless of citizenship.2:¢ The
law was amended in 2002 and allowed for restitution to non-Croatian citizens but
still with some exceptions. Only after a ruling of the Croatian Supreme Court in
2010 is restitution possible to all.

The compensation law defines restitution of the actual property as the main
approach. However, when physical restitution is not possible, the former owners
are compensated in state bonds.2” Given budgetary constraints, the law limits the
total amount of compensation to 3.7 million kuna (approximately 500,000 EUR).
Large claims are not fully compensated but instead with a smaller portion of the
actual value of the claim. The restitution process in Croatia is mainly managed at
the regional level of the public administration by the County Public
Administration Offices in collaboration with the Public Prosecutor’s office. The
restitution process in Croatia has been slow and is still ongoing. In 2010, 71
percent of the claims had been concluded.

In addition to restitution to previous owners, Croatia is in the process of
privatization of state agricultural land through sale. According to the law on
agricultural land adopted in 2001, the local governments (municipalities) were
given the responsibility to prepare privatization programmes for state agricultural
land under their jurisdiction.2:® State land can be disposed of only through an
auction or tender procedure. According to the law, family farms have the priority
right to purchase or lease state land. The state land can be sold only when the land
registers (i.e. land book and cadastre) are updated and reflect the actual situation
in the field. This is a necessity but has further delayed the privatization process as
the updating and coordination of the land registers are often complicated and time
consuming. In total, around 220,000 ha of agricultural land has been included in
the programmes. In 2012, around 63,000 ha had been privatized through sale.219

The farm structure in Croatia is dominated by many small and fragmented family
farms with a few large corporate farms. In 2009, the average size of commercial
farms (including land leased in and leased out) was 8.5 ha while the average of all

215 Zivkov, G. (2010): Transition Reform of the Agriculture Sector in Former SFRY
countries. Working paper prepared for FAO, p. 31.
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219 Internal database of Ministry of Agriculture, Ana Budanko Penavic (Ministry of
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farms was only 2.9 ha.220 Abandoned agricultural land is a widespread
phenomenon and more than 1/3 of the agricultural land is reported to be
unused.22!

5.3.4.3 Serbia

Serbia was granted the status of a EU candidate country in March 2012. In Serbia,
the legal foundation for land reform was the adoption in 1992 of the law on land
restitution.?22 In 1992, 74 percent of the agricultural land in Serbia was owned and
farmed by private individual family farms. In accordance with the law, around
150,000 ha of agricultural land expropriated after 1953 has been restituted to the
previous owners. Agricultural land confiscated between 1945 and 1953 was
excluded from restitution, together with restitution to former German owners and
other minorities. Where it has not been possible to restitute in the old boundaries,
the claimants have often been offered other unclaimed state land. According to the
same law, land that had been confiscated from villages has been restituted and
around 550,000 ha, mainly pasture land, has been returned to municipalities but
is still under management by the state.

In 2006, the law on restitution of property to churches came into force. The
Serbian Orthodox Church used to be one of the biggest landowners in Serbia.
Some 9,000 ha of agricultural land and 22,000 ha of forest land was returned to
the church.223

In 2011, the law on restitution of property and compensation was adopted. The
new restitution law also addresses the land confiscated from private owners
during 1945-1953. According to the law, nationalized property must be restituted
to the former owners or their heirs. Where this is not possible, they have a right to
compensation. It is estimated that the restitution process in Serbia will not be fully
finalized for several decades. If the land is leased out (by the state) at the time of
restitution, the lessee has the right to continue the land use for three years in the
case of agricultural land and for 30 years in case of vineyards. In cases where
nationalized agricultural land has been included in a land consolidation project
during the communist period in Yugoslavia, the land is restituted in the
boundaries as they were after the land consolidation projects (normally in fewer
and larger parcels than at the time of nationalization).

220 Croatian Ministry of Agriculture (2009): Croatian Agriculture, p.6.
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In addition to the restitution of agricultural land to former owners, Serbia has
implemented a privatization programme under which state land that is not subject
to restitution is privatized through tenders and auctions. The legal framework is
provided by the law on privatization, which was adopted in 2001 after the
Milosevic government had lost power. In 2000, there were 411 state farms with an
average size of 1,600 ha. Between 2002 and 2008, nine large state agricultural
enterprises, each with 5,000-6,000 ha and 300 employees, were privatized
through tender. 224 During the same period, 125 smaller state farms were
privatized through auctions. The privatization process in Serbia has not yet been
finalized.

In many cases, land restitution in Serbia has had a negative impact on land
fragmentation and has further led to uneconomic land use in the agricultural
sector. Furthermore, many of those who had land restituted were living in cities
and did not have an interest in agriculture. In 2012, the average size of a family
farm was around 4.8 ha including land leased in and leased out, and on average
was divided in 5-6 parcels.225 The average size of agricultural parcels owned by
family farms is 0.34 ha and the average size of corporate farms is 175 ha.
Fragmentation of agricultural land is continuing through inheritance. As a general
rule, the law on inheritance prescribes that the land parcels are divided among
the heirs.

The privatization through sale in Serbia has, on the other hand, not changed the
farm structures very much as the state land has often been sold to private investors
in large parcels or as complete farms. Today, large corporate farms own 15 percent
of the arable land while the remaining 85 percent is owned by family farms.226

5.3.4.4 Montenegro

Montenegro became independent from the union with Serbia in 2006 after a
referendum in 2005. Montenegro was given the status of EU candidate country in
2010.

In the 1980s, around 9o percent of the agricultural land was owned by private
family farms. In 2004, Montenegro adopted the law on property restitution and
remuneration. Restitution is to be executed within 10 years from the adoption of
the law (i.e. to 2014).227 The law, which was revised in 2007, provides for

224 Zivkov, G. (2010): Transition Reform of the Agriculture Sector in Former SFRY
countries. Working paper prepared for FAO, p. 34-35.

225 Zoran Knezevic, (Director, Directorate of Agriculture Land, Ministry of Agriculture,
Forestry and Water Management, Serbia), personal communication, January 2013.

226 Marosan, M. (2012): Identification of Main Legal Issues Important for Successful Land
Consolidation in Serbia, p.19-22.

227 Zivkov, G. (2010): Transition Reform of the Agriculture Sector in Former SFRY
countries. Working paper prepared for FAO, p. 31 and p. 46-47.
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restitution in kind where possible, and with cash compensation or substitution of
other state land where physical return is not possible. This has been the case if
substantial funds have been invested in improvement of the land value through
irrigation, planting of perennials and construction of buildings. As of 2010, 6,200
claims for restitution of 9,800 ha had been submitted, and 4,800 ha had been
given back to former owners or their successors.

The law on privatization from 1996 provided for the acceleration of the
privatization process. As of 2010, the privatization of agricultural land through
sale was almost completed and 97 percent of all agricultural land was privately
owned.

Farm structures in Montenegro have remained relatively stable over the past
decades despite the land reform initiatives. The average size of privately-owned
agricultural holdings was around 2.7 ha in 1991.228

5.3.4.5 Bosnia and Herzegovina

Bosnia and Herzegovina became independent from Yugoslavia after the Dayton
Peace Accord in 1995. During the war of 1991-1995, over two million of the 4.4
million inhabitants either became refugees or were displaced from their homes.
Many of these were rural families who had agricultural land.229 In Bosnia and
Herzegovina, land issues are under the responsibility of the entities: Republika
Sprska, the Federation of Bosnia and Herzegovina, and the Brcko District. Thus,
what in other countries is referred to as state agricultural land is, in Bosnia and
Herzegovina, owned and administrated by the entities.

Restitution to former owners and privatization through sale of state land has not
been the most important issue in the aftermath of the war. Only around six percent
of agricultural land is still state owned, while 94 percent is already privately
owned.23°

The Republika Srpska adopted the law on restitution and remuneration in 2000
but the law was suspended shortly afterwards. So far no further initiatives have
been taken towards restitution of state agricultural land to former owners in
Republika Srpska. In 2002, a draft law on restitution was discussed in the
parliament of the Federation of Bosnia and Herzegovina. However, the law was

228 ARCOTRASS (2006b): Montenegro — Country report. Funded by the European
Commission, p. 7-8.

229 Giovarelli, R and Bledsoe, D. (2001): Land Reform in Eastern Europe. FAO, p. 25.

230 FAO Land Consolidation Project TCP/BIH/3301 (2012): Draft land consolidation
strategy framework paper.
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withdrawn for additional work and so far no further initiatives have been taken in
the Federation either.23!

Family farm in Ravno Municipality, Bosnia and Herzegovina (2012).

Privatization of state agricultural land through sale has not yet been launched in
Bosnia and Herzegovina. This is partly due to the unsolved restitution process and
partly due to a political concern of not creating further fragmentation.

Today, as was the case during the Yugoslavia era, the farm structures in Bosnia
and Herzegovina are dominated by many small and fragmented family farms, and
with a few large corporate farms, often the successors of the SOEs. Land
abandonment occurs even on fertile agricultural land for a number of reasons,
such as land fragmentation, limited access to agricultural sales markets and the
fact that many owners of agricultural land have moved away from the area where
the land is located. Land market development is further hampered by out-of-date
land registers. Many of the registered owners have been dead for decades and the
inheritance remain unsolved and unregistered in the families. Thus, many

231 Zivkov, G. (2010): Transition Reform of the Agriculture Sector in Former SFRY
countries. Working paper prepared for FAO, p. 31.
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agricultural land parcels have informal co-owners, sometimes among 2-3
generations of family members.

5.3.4.6 Macedonia

Macedonia (The former Yugoslav Republic of Macedonia) became independent in
1991. The status as a EU candidate country was granted in 2005 and negotiations
on membership began in 2007.

At the starting point of land reform in Macedonia, 78 percent of the agricultural
land was privately owned, and with the remaining 22 percent being owned by the
state (around 200,000 ha).232 The design of the land reform process has been
influenced by a political concern that the process would lead to reduced
productivity in the agricultural sector through the breakup of the large-scale state
farms, and to further land fragmentation.233

The adoption of the law on denationalization in 1998 opened up for the restitution
of agricultural land that had been nationalized after WWII.234 The restitution law,
however, has provisions (article 21) to protect the state farms.235 Thus, former
owners and their successors had to accept compensation in state land other than
the original boundaries of the parcel if the land for restitution was part of a large
field of a minimum of 20 ha. Another option was to restitute the land in the form
of co-ownership of the state farm. About five percent of the total size of agricultural
land in Macedonia or a little less than 1/4 of the state land has been restituted.23¢
The Government announced in March 2012 that the restitution process had been
finalized and 31,000 claims for restitution had been considered. 237

Macedonia has so far chosen to lease the 17 percent of the agricultural land that
remains under state ownership after the restitution process in order to avoid a loss
of agricultural productivity and increased land fragmentation. The state land and
state farms are often leased out to large corporate farms.

The private agricultural land in Macedonia is highly fragmented with an average
size of private agricultural holdings of 2.5 — 2.8, an average parcel size of 0.3 — 0.5

232 Noev, N. et al. (2003): The Development of Land Rental Markets in Bulgaria and the
former Yugoslav Republic of Macedonia, p. 72.

233 Giovarelli, R and Bledsoe, D. (2001): Land Reform in Eastern Europe. FAO, p. 26.

234 Noev, N. et al. (2003): The Development of Land Rental Markets in Bulgaria and the
former Yugoslav Republic of Macedonia, p. 44-49.

235 Melmed-Sanjak, J. et al. (1998): Project for the Analysis of Land Tenure and
Agricultural Productivity in the Republic of Macedonia. Working Paper no. 19. Land
Tenure Center, University of Wisconsin, p. 25.

236 Noev, N. et al. (2003): The Development of Land Rental Markets in Bulgaria and the
former Yugoslav Republic of Macedonia, p. 72.

237 http://vlada.mk/?q=node/2585&language=en-gb
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ha, and with an average of 7 land parcels in each holding.238 However, the land
fragmentation is in general not caused by the land reform process but relates to
the pre-WWII farm structure.

5.3.4.7 Kosovo

During the Yugoslavia period, Kosovo had an autonomous status as part of the
Socialist Republic of Serbia. This status was eliminated by the Milosevic
government in 1989. Ethnic tension led to discrimination, armed conflict and the
war during 1998-1999. The war stopped after NATO’s bombings of Serbia. After
the war, the international community established a transitional government
(UNMIK). Kosovo declared its independence in 2008.

The Kosovo Trust Agency (KTA) was established by UNMIK in 2002 with the
mandate to privatize the 12 percent of the agricultural land that was owned by the
state (i.e. through SOEs).239 It was estimated that after the war the SOEs held
60,000 ha of the most fertile agricultural land in Kosovo. As in the other countries
of ex-Yugoslavia, agricultural land often became controlled by the state after it was
nationalized or expropriated without compensation from private owners after
WWII. However, to date, legal provisions regulating claims for restitution have
not been adopted.24° Thus, the state land has to a large degree been privatized
without taking into consideration the possibility of claims for restitution. Under
the UNMIK Regulation No. 2005/18, the KTA did not need to determine the
ownership status of assets of SOEs before privatization.24! As a consequence of the
privatization process in Kosovo, future physical restitution will not be possible and
the claimant will be limited to compensation.242

In 2008, the Privatization Agency of Kosovo (PAK) succeeded KTA and the
privatization process is still ongoing. Land privatization in Kosovo has been
conducted through a tender procedure where state agricultural land (used by
SOEs) has usually been privatized in large blocks of parcels or whole farms at the
time. Thus, the privatization has not contributed to further land fragmentation.
However, land fragmentation is continuing through inheritance.243

238 Keith, S. et al. (2009): Options for the management of state land in rural areas in The
former Yugoslav Republic of Macedonia. FAO Land Reform Journal 2009/1.

239 ARCOTRASS (2006): Kosovo — Country report. Funded by the European Commission,
p- 7-8.

240 OSCE & UNMIK (2008): Privatization in Kosovo: Juridical Review of Kosovo Trust
Agency Matters by the Special Chamber of the Supreme Court of Kosovo, p. 6-7.

241 Tbid., p.10.

242 Tbid., p 28.

243 Stanfield, D. et al. (2004): An Assessment of Property Rights in Kosovo. USAID, p. 49-
50.
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The farm structure is still dominated by a large number of small and fragmented
family farms and a small number of large-scale corporate farms, as was the case
during the Yugoslavia era. In 2009, the average size of agricultural holdings was
2.5 ha, distributed in an average of eight land parcels, and thus with an average
parcel size of 0.3 ha.244 Some 80 percent of the farms use between 0.5 and 2.0 ha,
and 90 percent of all farming units have less than 2.5 ha.

5.3.4.8 Conclusions

All seven countries of the former Yugoslavia had, more or less, the same starting
point for land reform, and this was significantly different from that of most of the
other countries in Central and Eastern Europe. More than 80 percent of the
agricultural land was owned and used by small family farms between 1945 and the
outbreak of the war in Yugoslavia in 1991.

Thus, the land reform activities have not fundamentally changed the ownership of
agricultural land and the farm structures, as has happened in most of the other
countries in the region. The farm structures today in the seven countries are
dualistic and remain characterized, on the one hand, by a large number of small
family farms (often with several fragmented land parcels as was the situation in
Yugoslavia before WWII) and, on the other hand, by a limited number of large-
scale corporate farms (often the successor of the SOEs).

Slovenia was not affected by the wars in the same way as most of the other
countries and became a EU member as early as 2004. Not surprisingly, Slovenia
has the largest average agricultural holding size with 6.3 ha but on average
separated into 22 land parcels. The other six countries all have an average size of
agricultural holdings of between 2 and 3 ha. The average size of agricultural land
parcels is close to 0.3 ha in all seven countries, and the level of fragmentation of
the agricultural land is high and often even higher than the official register data
indicates. As mentioned, the land registers were often not updated in Yugoslavia,
and many registered owners have been deceased for decades and the land has been
divided informally or is in co-ownership between family members. In most of the
countries (e.g. Croatia and Bosnia and Herzegovina), land abandonment is
widespread even on the fertile land.

In five of the seven countries (Slovenia, Croatia, Serbia, Montenegro and
Macedonia), there has been a process whereby former owners and their heirs
could receive, through restitution, the state agricultural land that was nationalized
without payment of compensation to the landowners between 1945 and 1991.
Where physical restitution has not been possible, compensation has been paid. In

244 Kosovo Ministry of Agriculture, Forestry and rural Development (2009): Kosovo
Agriculture and Rural Development Plan 2009-13, p. 25.
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Slovenia and Macedonia the land restitution process has been almost finalized
while it is still ongoing in Croatia, Serbia and Montenegro. The restitution of state
land to former owners in the five countries has, to some extent, further contributed
to land fragmentation. However, most of the land fragmentation originates from
the “frozen” farm structures of before WWII and still continues through
inheritance.

Four of the seven countries (i.e. Croatia, Serbia, Montenegro and Kosovo) have
engaged in large-scale privatization programmes where the remaining state
agricultural land is privatized, often through public tenders or auctions. In
Montenegro and Kosovo, the privatization process is coming towards an end
whereas it will be ongoing for a while in Croatia and Serbia. In Kosovo, the state
agricultural land was privatized at auctions without a parallel option for
restitution. If legal provisions for restitution are adopted in the future, the
claimants will have to be compensated in money as the land will already have been
privatized to new owners through sale.

In Bosnia and Herzegovina, no steps have so far been taken towards either
restitution or privatization through sale, and state agricultural land remains under
the management of the entities and is often leased out to corporate farms.

5.3.5 WESTERN CIS COUNTRIES

The western countries of the Commonwealth of Independent States (CIS),
Moldova, the Russian Federation, Ukraine, and Belarus, have approached
land reform in quite different ways since the breakup of the Soviet Union in 1991.
During the Soviet era, all agricultural land was state-owned.245 Agricultural land
was, with the exception of household plots where use rights were granted to the
rural families, used for large-scale farming in collective farms (kolkhozes) or state
farms (sovkhozes) and was typically organized with one large farm per village.

5.3.5.1 Moldova

Moldova (with the exception of the small part to the east of the Dnistr river) was
part of the larger Bessarabia annexed by Romania in 1920. After WWII, it became
part of the Soviet Union as the Moldavian Soviet Socialist Republic. Land reform
in Moldova246 was made feasible through the adoption of the land code in 1991 and
the law on peasant farms.247 As its way of land reform, Moldova chose first the
approach of distribution though paper shares, and subsequently the physical

245 World Bank (2005): Moldova Agricultural Policy Notes, Agricultural Land, p. 1-2.

246 For a more detailed description of land reform in Moldova and the subsequent
experiences with land consolidation see: Hartvigsen, M. et al. (2013): Experiences with land
reform and land consolidation in Moldova. FAO Land Tenure Journal no. 1/2013.

247 Csaki, C. and Lerman, Z. (2001): Land Reform and Farm Restructuring in Moldova: A
real breakthrough? Discussion Paper, Hebrew University of Jerusalem.
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distribution of agricultural land parcels.248 After the adoption of the land code,
village land commissions were established to determine “equivalent” land shares
for eligible recipients, such as members and workers of collective and state farms,
including administrative and professional staff, teachers, social workers and
pensioners. One of the first activities was to determine the land fund subject to
privatization, and the village land commissions played a central role.

Fragmented land parcel in Moldova (2005).

The land code provided for the preparation of “land arrangement projects”. These
privatization projects were approved by local councils of the municipalities upon
the recommendation of the village land commissions and after taking into
consideration the opinion of the eligible persons. The local councils authenticated
the property rights for the equivalent shares of land and issued land titles for the
land shares. Initially, the provisional land titles did not indicate the exact location
of parcels and eligible persons were not allocated physical parcels. The second
stage of allocating parcels began in the mid-1990s. The new owners of shares of

248 Lerman, Z. et al. (2004): Agriculture in Transition — Land Policies and Evolving Farm
Structures in Post-Soviet Countries. Lexinton Books, p. 93.
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agricultural land had to explicitly request to withdraw from the corporate farms,
and only in this situation were distinct, physical land parcels allocated.

Administrative support for land privatization was relatively weak in the early and
mid-1990s, and in many cases the management of collective and state farms
worked against the process. During 1992-1996, less than 10 percent of members
of collective farms left through withdrawal of their land and were trying to farm
individually, often without any equipment.249 Thus, despite the early start, the
land reform advanced very slowly until 1996 when the Constitutional Court
removed legislative constraints.25°

The second part of Moldova’s land reform was heavily influenced by donors. The
National Land Programme, funded by USAID, was launched in 1997. Land
arrangement projects for privatization were finally prepared and implemented
using the procedure set by the 1991 land code. The new owners each received
parcels of “equivalent soil quality” rather than of equal surface area (i.e. allocations
of land with good soil quality were smaller than those for less fertile soils).
Moldova was relatively unusual amongst transition countries in that a husband
and wife each received land parcels, rather than the household.

The National Land Programme ended in 2001 and resulted in the privatization of
more than 98 percent of agricultural land subject to privatization: around
1.7 million ha was privatized to almost 1.1 million new owners, each with an
average landholding of 1.56 ha2s.. Normally the landholding was distributed in 3-
4 parcels (i.e. 1-2 parcels of arable land, one parcel of orchard and one parcel of
vineyard).

The land reform in the 1990s and post-land reform development has resulted in a
polarized agricultural structure. A duality exists with a relatively small number of
large corporate farms at one extreme and a large number of very small and
fragmented family farms at the other. While smallholders operate some 99.5
percent of farms, they farm less than 39 percent of the total UAA. Their farms
average around one ha compared with an average of almost 250 ha for the larger
operators who often farm on land leased in.252 Medium-sized family farms that are
the backbone of the agricultural structures in most Western European countries
are almost completely absent in Moldova.

249 East-West Management Institute (2001): Moldova Land Privatization Programme—
Final Report, p.7.

250 Csaki, C. and Lerman, Z. (2001): Land Reform and Farm Restructuring in Moldova: A
real breakthrough? Discussion Paper, Hebrew University of Jerusalem, p.1.

251 Consulting and Credit in Agriculture (CCA) (2003): Agricultural Land Market in
Moldova — Baseline Study, p.7.

252 National Bureau of Statistics of the Republic of Moldova (2011): Preliminary result of
General Agricultural Census 2011.
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The land reform in Moldova in the 1990s did not include the so-called Trans-
Dniestr area between the Dniestr River and the Moldovan border with Ukraine. In
this area, the agricultural land is still state-owned according to the 2002 land code.
The land continues to be used by large-scale corporate farms (i.e. former collective
and state farms).

5.3.5.2 Russian Federation

Starting in 1990, the Russian Federation has been implementing its third land
reform in the last 100 years.253 The first wave of reforms, the Stolypin reforms,
were launched in Czarist Russia in 1906.254 These reforms were basically an
enclosure movement similar to the reforms that took place in Denmark from the
1780s onwards, where the common use of the agricultural land was transformed
into individual family farms. They were interrupted by the Bolshevik revolution in
1917, which resulted in the second land reform of collectivization. Forced
collectivization in the Soviet Union was a gradual process, but from the mid-1930s,
all individual independent farms had vanished and all agricultural land was in the
ownership of the state and managed by the collective and state farms, except for
the so-called household plots where the use right were allocated to the rural
population for subsistence farming.255

The recent land reform began with the adoption of principles of legislation of the
USSR and Union Republics on land in 1990, which was more than a year before
the dissolution of the Soviet Union.25¢ The law empowered the republics to adopt
their own legislation on land. The Russian Soviet Federative Socialist Republic
subsequently adopted a number of laws including the law on land reform, the law
on peasant farms, the law on property and the land code, and also legalized
private ownership of land in addition to state ownership. Private landownership
was confirmed by the 1993 constitution of the Russian Federation. But despite
these legislative steps, the Russian Federation’s land reform was intended to allow
state and collective farms to exist and function, and the land reform was designed
in such a way that only a small percentage of the land from the collective sector
was distributed.257

During 1992-1994, most of the state agricultural land managed by the collective
and state farms was privatized through the distribution of the ownership of the

253 Wegren, S. (1998): The conduct and impact of land reform in Russia. In Wegren, S.
(edit): Land Reform in the Former Soviet Union and Eastern Europe, p. 95.

254 For detailed information about the Stolypin reform see: Kofoed, C.A. (1985): My Share
in the Stolypin Agrarian Reforms. Odense University Press.

255 Lerman, Z. et al. (2004): Agriculture in Transition — Land Policies and Evolving Farm
Structures in Post-Soviet Countries. Lexinton Books, p. 65.

256 Tbid., p. 68.

257 Wegren, S. (2008): The Limits of Land Reform in Russia. Problems in Post —
Communism. Vol. 55, no. 2, March/April 2008, p. 14-24.
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large corporate farms to former collective farm members and state farm workers
in the form of land shares.258 Land shares could be bought and sold by individuals,
leased from individuals or invested in the equity capital of the farm enterprise.259
Only the household plots (where the rural population had been granted the use
rights during the Soviet period) have been privatized and the individual ownership
of the physical parcels fully registered.

The paper land shares are described by Lerman as fractional ownership in a large
tract of jointly owned land, which in reality is managed and controlled by
somebody else (typically the former collective farm in the village).2*® Owners of
land shares who want to create individual, independent family farms are allowed
to withdraw from the corporate farms and obtain their own separate physical land
parcels. However, for a number of reasons, few have chosen to leave the large
corporate farms and have often leased back their land shares to the large farms.
Thus, the farm structures have not changed significantly in the Russian Federation
since the breakup of the Soviet Union and large farms still dominate, with the land
now being owned by the rural population in the form of land shares. In 2006, of
the 220 million ha of agricultural land, some 191 million ha or 86 percent were
utilized, with the large corporate farms using 72 percent. Private households and
individual farms used the remaining 28 percent. It is estimated that 44 million
families owned land (both in shares and physical parcels) in 2002 and almost
every rural household has become a landowner.26* Usually the rural households
own a small physical household plot with an average size of 0.43 ha (in 2002) and
a share in the corporate farm in the village. A survey from 2006 indicated that the
average size of land owned in the form of land shares represented around seven
ha. The land market in the Russian Federation is almost completely dominated by
lease agreements while land sales are much less common.

5.3.5.3 Ukraine

In Ukraine, the land reform after 1990 took the same initial steps as in the Russian
Federation, with both countries then being part of the Soviet Union. In 1990, the
Ukrainian Soviet Republic passed the first resolution on land reform, by which all
land in the country became subject to reform.2¢62 Ukraine declared its
independence from the Soviet Union in October 1991.

258 Giovarelli, R and Bledsoe, D. (2001): Land Reform in Eastern Europe. FAO, p. 7-12.

259 Lerman, Z. et all, (2004): Agriculture in Transition — Land Policies and Evolving Farm
Structures in Post-Soviet Countries. Lexinton Books, p. 84.

260 Ibid., p. 95.

261 Wegren, S. (2008): The Limits of Land Reform in Russia. Problems in Post —
Communism. Vol. 55, no. 2, March/April 2008, p. 15-16.

262 Lerman, Z. et al. (2007): Rethinking agricultural reform in Ukraine. IAMO and FAO, p.
15-29.
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Land reform in Ukraine has been implemented in two stages: 1990-1999; and from
2000 onwards. In 1991, the law on peasant farms was adopted. Since the land
was still owned by the state, the law provided that individuals who wanted to start
small private farms could receive up to 50 ha of agricultural land in lifetime
inheritable possession. The new land code from 1992 laid the foundation for
privatization of state-owned agricultural land in land shares. During 1992-1993,
12,000 collective and state farms were transformed into so-called collective
agricultural enterprises (CAE). In the next step, the CAEs were privatized through
land shares that were distributed to the employees and pensioners of the collective
and state farms. After a presidential decree was issued in 1995, the new owners of
the land shares had the right to withdraw from the large farms and convert the
paper land shares to one or more physical parcel(s), and to establish a private
individual family farm or to lease out the land to other farmers. However, in the
1990s, few chose to withdraw from the large farms and in practice the process was
often difficult for a number of reasons, as in the Russian Federation. By the end of
1999, more than six million rural residents had received paper land shares for the
ownership of agricultural land as well as non-land assets of the former collective
and state farms. The privatization of collective and state farms in the form of
distribution of land shares to the rural population during 1990-1999 had little
effect on the farm structure. The large-scale corporate farms continued “business
as usual” and were still subsidized by the state budget.

As in the Russian Federation, the household plots (where rural families had the
individual use rights long before the breakup of the Soviet Union) were registered
as individual property during the 1990s. Household plots are regulated by the law
on household plots from 2003.

The second phase of the Ukrainian land reform began with a presidential decree
in December 1999 that confirmed the right of the land share owners to have the
land distributed as physical land parcel(s) and subsequently led to the large-scale
conversion from land shares to physical parcels. According to the decree it was
also possible to enlarge the household plot with the physical land parcel(s) from
the converted land shares. Nearly seven million rural residents became owners of
physical land parcels with an average holding size of 4.2 ha.263 In 2005, about 70
percent of the agricultural land, or 80 percent of the arable land, was physically
owned by individual rural owners. Land titles for the distributed physical parcels
have been registered with support from international donors. The average size of
household plots grew from 0.5 ha to 2.5 ha in 2004. The land used by family farms
increased from 1 million ha in 1999 to 3.5 million ha in 2002.

263 Tbid., p. 22.
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The farm structures in Ukraine after the second phase of land reform from 2000
are still dominated by large corporate farms, the successors to the collective and
state farms. In 2004, these farms used 59 percent of the total agricultural land and
managed the land through lease agreements with state, municipalities and private
owners.2%4 The individual sector, however, has developed dramatically since 1990
and in 2004 it used 41 percent of the total agricultural land. Of this figure,
household plots accounted for 33 percent and commercial family farms for eight
percent. An FAO survey in 2005 found that the average rural household owned
4.6 ha of agricultural land, divided into 2.7 parcels.2¢5 Land fragmentation is a
relatively small problem in Ukraine as most of the agricultural land is still used in
large fields by corporate farms or commercial family farms.

The land code opened the way for some land transactions from 2001 but also
introduced a moratorium on buying and selling of agricultural land until the
beginning of 2008. The moratorium has since been extended a number of times
due to political discussions about the opening of the Ukrainian agricultural land
market, with the latest being in December 2011 when it was extended until the
beginning of 2013.266

5.3.5.4 Belarus

Belarus took the same initial steps towards land reform as the other Western CIS
countries in 1990 while still being part of the Soviet Union. But since then not much
has happened and practically no attempts have been made to restructure the traditional
large-scale corporate farms. Belarus still does not allow private ownership of
agricultural land. The law on landownership adopted in 1993 allowed private
ownership to household plots of up to one ha.?” The 1999 land code confirmed that
citizens may own up to one ha of agricultural land in a household plot and up to 0.25 ha
of agricultural land under and around a private house. 268 Additional land has to be
leased from the state. The farm structures (except for the household plots which were
already in individual use during the Soviet era) are still completely dominated by
large-scale state subsidized corporate farms.

5.3.5.5 Conclusions
The four western CIS countries, Moldova, the Russian Federation, Ukraine and
Belarus, all started land reform in 1990 while being part of the Soviet Union.

264 Ibid., p. 29.

265 Tbid., p. 69-71.

266 Bilak, D. et al (2012): Ukraine: Extension of Agricultural Land Moratorium. Article
written for Law-Now, CMS Cameron McKenna'’s free online information service.

267 Lerman, Z. et al. (2007): Rethinking agricultural reform in Ukraine. IAMO and FAO, p.
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268 Giovarelli, R and Bledsoe, D. (2001): Land Reform in Eastern Europe. FAO, p. 7-12.
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Initially, Moldova, Russia and Ukraine privatized the collective and state farms
through distribution of paper land shares to the rural population. All three
countries formally allowed the new owners of the land shares to withdraw from
the large corporate farms and convert their land shares to physical parcels of
agricultural land. However, this only happened in relatively few cases for a number
of reasons. In Russia, it is still most common to own the agricultural land in the
form of land shares which are leased out. Household plots are privately owned in
all four countries and registered as such. In Belarus, practically no attempts have
been made to restructure the traditional large-scale corporate farms. Belarus still
does not allow private ownership of agricultural land, and ownership is allowed
only for household plots of up to one ha.

In a second phase, Moldova (from the mid-1990s) and Ukraine (from 2000)
distributed the agricultural land to the rural population in physical parcels.
Despite the physical distribution in Ukraine from 2000, to a large degree the
Soviet-era farm structures remain intact as most of the land is still used by the
large-scale corporate farms. In Moldova, the physical distribution in the late 1990s
has led to a dualistic farm structure which is dominated by many small and
fragmented family farms and with a few large corporate farms mainly operating
on land leased in.

Restitution of the pre-collectivization ownership rights to agricultural land has not
been high on the political agenda in the four Western CIS countries and no
attempts for restitution have been made. The main reason for this is most likely
that the land was nationalized from the former private owners more than 60 years
before the recent land reforms began in 1990. This, however, was not the situation
in the Western part of Moldova (west of the Dnistr river) and the Western (former
Polish) part of Ukraine where the agricultural land was nationalized by the Soviet
Union after WWIL. This differs from the land reform approach of the three Baltic
countries, which were also annexed by the Soviet Union after WWII and where
restitution was chosen as the main land reform approach after 1990 (see section

3.1).

5.3.6 TRANSCAUCASUS COUNTRIES

The three Transcaucasus countries, Armenia, Georgia and Azerbaijan, were
incorporated into the Soviet Union in the early 1920s. All three countries acquired
independence in 1991 when the Soviet Union broke up. Ethnic tension in the early
1990s led to armed conflicts between Armenia and Azerbaijan over the Nagorno-
Karabakh area and in Georgia within two regions, Abkhazia and South Ossetia.

During the Soviet era all agricultural land was state-owned and managed by large-

scale cooperatives and state farms. In all three countries, the land reform process
was driven by an urgent political need in response to poverty and hunger after the
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collapse of the command economy in the Soviet Union.269 At the start of the
transition, a significant number of the urban population lost their jobs and moved
from the cities to the villages where they and their families originally came from.

5.3.6.1 Armenia

Land reform in Armenia began in 1991 and was already completed in 1993. The
state-owned agricultural land was distributed to the rural families in an equal
way.27° However, the amount of land distributed to the families varied greatly
depending on the ratio between the available state land fund and number of
eligible families in each community. For each rural community, 75 percent of the
agricultural land was distributed among the eligible families, with the land being
held by the family members in co-ownership. Families with more members got a
larger share than those with fewer members. The different categories of land in
the community were divided and a family normally received 1-2 parcels of arable
land, one parcel of vineyard and one parcel of orchard. A lottery was held to
determine the location of the family parcels in the village.27

Some 25 percent of the agricultural land and all pasture areas were kept under
state ownership but were available for lease to private individuals. This state land
is now managed by the local community councils.

The farm structure in Armenia after the land reform of the early 1990s is
dominated by a large number of small family farms. The land reform resulted in
the establishment of 324,000 private family farms. The average size of agricultural
holdings is 1.21 ha, normally distributed in 3-4 land parcels, and with an average
parcel size of around 0.3 ha. In the fertile but overpopulated Ararat Valley the
average holding size is as little as 0.48 ha. A relatively small number of larger
collective and corporate farms still exist with an average size of 20 ha per farm,
often using leased agricultural land from the 25 percent state land reserve. The
level of fragmentation of agricultural land today is often higher than at the time of
the distribution due to inheritance between family members. The new ownership
of the heirs is often not formally registered to avoid the registration costs.

Armenia has so far not taken political decisions for the mass privatization of the
remaining state agricultural land. However, the local community councils have the
management rights of the state (or public) land and can decide to sell the land.

269 Miiller, W. et al. (2001): Strategy for Land Consolidation and Improved Land
Management in Georgia — Pre-Feasibility Study. FAO, p.5.

270 Chluba, K. and Schmidt-Kallert, E. (2001): Strategy for Land Consolidation and
Improved Land Management in Armenia — Pre-Feasibility Study. FAO, p.13.

271 Giovarelli, R and Bledsoe, D. (2001): Land Reform in Eastern Europe. FAO, p. 18.
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5.3.6.2 Georgia

In Georgia, land reform began in 1992 after the land privatization decree was
issued. In the first phase, the formal ownership of the land was kept by the state
and the agricultural land was given to the rural population for inheritable lifetime
use.272 About 30 percent of all agricultural land and 60 percent of arable land and
perennials were distributed in the form of the lifetime use rights to the rural
families in a rapid process during 1992-1993. Pasture lands were not part of the
process. The actual transfer of landownership became possible only following the
adoption of the law on agricultural landownership in 1996, after which the de-
facto privatization was registered.

The political goal of the land reform process was to create two main agricultural
sectors in Georgia: a subsistence sector, and a market-oriented sector controlled
by larger leaseholders.2”3s The reason for keeping a considerable part of the
agricultural land in state ownership was the wish to make land available for the
market-oriented farms to lease. Furthermore, most of the remaining state land is
less fertile and often located in remote areas (often hilly or mountainous).274

The maximum area of agricultural land to be distributed to a family was 1.25 ha in
the lowlands and up to five ha in the highlands. The distribution was done
according to three categories. Families whose members had been engaged in the
farming activities of the large-scale state farms during the Soviet era were entitled
to receive up to 1.25 ha. Other families in rural areas received up to 0.75 ha, and
families in urban areas had a right to receive up to 0.25 ha of agricultural land.

The land reform process in Georgia resulted in the establishment of a large
number of small private family farms with an average holding size of only 0.9 ha
and fragmented into an average of 4-5 parcels. Thus, the average parcel size is 0.2
ha, which is the smallest of all 25 study countries.

In 1996, the State officially began leasing out the state agricultural land that was
not designated for privatization.2’s As of 2002, 42,000 natural persons (often
family farmers) had leased 464,000 ha of state agricultural land (on average 11
ha), and 6,000 legal persons (i.e. corporate farms) had leased 439,000 ha (on

272 Lerman, Z. (2004b): Successful land Individualization in Trans-Caucasia: Armenia,
Azerbaijan, Georgia. In Macey, D. et al. (edt.) (2004): Building Market Institutions in Post-
Communist Agriculture. Lexinton Books, p. 58-60.

273 Ebanoidze, J. (2003): Current Land Policy Issues in Georgia. Land Reform Special. FAO,
p. 125-127.

274 Miiller, W. et al. (2001): Strategy for Land Consolidation and Improved Land
Management in Georgia — Pre-Feasibility Study. FAO, p. 5-7.

275 Tsomaia, E. et al. (2003): The other Agricultural Land Reform in Georgia: State Leasing
of land to Private Farmers. Prepared by Terra Institute under an agreement with USAID,

p. 3-7.
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average 73 ha). Thus, the farm structures in Georgia are dominated by a large
number of very small, privately-owned subsistence family farms, and with a
considerable number of both medium-sized family farms and larger corporate
farms, with the two latter types mainly operating on leased state agricultural land.
So far, Georgia has not taken political decisions for the mass privatization of the
remaining state agricultural land.

5.3.6.3 Azerbaijan

Land reform in Azerbaijan began in 1996, later than in the two other
Transcaucasus countries, with the adoption of the law on land reform. The law
on privatization of state property, adopted in 1993, gave the general principles
and procedures for the privatization of all state property.27¢ In 1996, unlike
Armenia and Georgia, most of the agricultural land in Azerbaijan was still
managed by large collective farms. In the first phase of land reform, the rural
families received only paper certificates of entitlement to unspecified land
shares.277

Similar to the other two countries, Azerbaijan chose in the second phase of land
reform from 1997-1998 to distribute state agricultural land to the rural families in
physical parcels. The initial phase of the distribution process was carried out
through the World Bank-funded Farm Privatization Project, which was a pilot
project with the objective to establish the model for large-scale privatization and
distribution.278 The land to be privatized was divided into parcels of equal value
(taking into account location and soil quality). Then the eligible families were
allocated land parcels after a lottery in each village. The local distributions were
approved by the state reform commissions, the new private ownership was
registered, and the ownership certificates were issued.

The land reform was completed in 2004. Only the best agricultural land was
subject to privatization (in total 3.62 million ha). Overall, 76 percent of the total
arable land and 70 percent of the total meadowland were privatized. Pastures were
kept in state ownership. In total, 869,000 rural families were each distributed an
average of 1.6 ha of agricultural land, normally divided into 4-5 parcels.

276 UN ECE Committee on Housing and Land Management (2007): Land Administration
Review: Azerbaijan, p. 4-8.

277 Lerman, Z. (2004b): Successful land Individualization in Trans-Caucasia: Armenia,
Azerbaijan, Georgia. In Macey, D. et al. (edt.): Building Market Institutions in Post-
Communist Agriculture. Lexinton Books, p. 53-66.

278 World Bank (2008): Project performance assessment report; Farm Privatization
Project, Azerbaijan.
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Today in Azerbaijan, the farm structures are characterized by many small and
medium-sized family farms and relatively few larger corporate farms. Some
80 percent of the family farms chose to farm the land themselves.279

5.3.6.4 Conclusions

All three Transcaucasus countries distributed the state agricultural land to rural
families free of charge as the main land reform approach. Azerbaijan first
distributed the land in shares and subsequently in physical parcels. Armenia and
Georgia distributed physical parcels right away. All three countries still have a
considerable unprivatized land fund which is leased out to family farms and
corporate farms. The average sizes of agricultural holdings are small (between 0.9
and 1.6 ha) and distributed in a number of parcels. Thus, the land reform process
has led to a complete breakup of the Soviet era large-scale farms and resulted in
farm structures that are dominated by small agricultural holding sizes, and with
severe land fragmentation. All three countries still have substantial shares of
agricultural land that remain state owned and so far with no plans for further
mass-privatization.

All three Transcaucasus countries have established unified land registration
systems, and during the late 1990s and early 2000s they registered the land
parcels distributed in the 1990s.

5.4 WHAT CONCLUSIONS CAN BE DRAWN FROM THE
STUDY OF LAND REFORM AND ITS OUTCOME IN
CENTRAL AND EASTERN EUROPE?

This paper fills a gap by providing an updated overview of land reform in Central
and Eastern Europe. Several earlier publications had provided a comprehensive
coverage of countries, but with the omission of the countries of ex-Yugoslavia.

The paper identifies that land reform approaches since 1989 have varied
considerably among the 25 study countries. In all the countries where land reform
has been applied, the political decisions were driven by considerations of equity
and political justice, and yet there was a considerable variety in the design of land
reforms.

The paper shows that the land reforms have resulted in different outcomes,
including quite different farm structures. Before 1989, the farm structures in the
study countries (with the exception of Poland and Yugoslavia) were dominated by
large-scale cooperatives and state farms. The land reforms after 1989 have

279 Dudwick, N. et al. (2005): A Stocktaking of Land Reform and Farm Restructuring in
Bulgaria, Moldova, Azerbaijan and Kazakhstan, p. 30.
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resulted in a complete breakup of these farm structures in some of the countries,
while in other countries the farm structures remain dominated by large-scale
corporate farms (often being the successors of the cooperatives and state farms)
that now operate on lease agreements with the private owners of the land. The
differences in the farm structures that emerged from the land reform process can,
at least to a large degree, be explained by the chosen land reform approaches in
each country.

The analysis carried out for this paper confirms the need, and sets the foundation,
for a more extensive study to address the research questions:

e  What is the linkage between the chosen land reform approach and the
outcome in the form of farm structure and land fragmentation?

e Under which conditions is land fragmentation a barrier for the
development of the rural land market and the agricultural and rural
sector in general?

The aim and scope of such a more extensive study are briefly described below.

Towards a better understanding of land reform approaches

First, further study could provide a more complete overview of land reform
approaches applied in all the countries of Central and Eastern Europe from 1989
and onwards. Drawing on this paper and other sources, such a study should
identify both the main and secondary land reform approaches applied in each
country and provide a fuller and updated overview. Furthermore, such a study
should enable more detailed comparisons between the countries in the six
geographical country groups and in general. It should also be able to provide
explanations of some of the differences in political history and pre-collectivization
ownership structures that determined the choice of land reform approaches in the
countries.

Towards a better understanding of the coherence between land
reform and land fragmentation

Second, a more extensive study could lead to a better understanding of the farm
structures that developed during and after the land reform process. This should
allow for more informed discussions on the coherence between the choice of land
reform approach and land fragmentation.

It has often been stated that land reform in Central and Eastern Europe has led to
farm structures dominated by small and uncompetitive family farms as well as to
severe land fragmentation. This is the case in some countries, such as Albania,
Armenia and Georgia. But the actual situation is much more nuanced than that,
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as in other countries, such as the Czech Republic, Slovakia and the Russian
Federation, land fragmentation has had only a minor limiting impact on the actual
land use. In yet other countries, such as Poland and the seven countries of ex-
Yugoslavia, severe land fragmentation exists in both ownership and land use.
However, this was not caused by the recent land reforms. Despite the limitations
in available data, the current situation of land fragmentation (i.e. of ownership
and of land use) in the 25 study countries could be assessed in a more extensive
study, and linked to the land reform approaches applied in each country.

Towards a better understanding of the impact of land fragmentation

Third, a more extensive study could establish a model of the impact of land
fragmentation on land market development and on agricultural and rural
development. Work on this aspect should draw on the classical theory on land
fragmentation and the few theoretical contributions available that focus on land
fragmentation in Central and Eastern Europe.

Land fragmentation is often referred to without using a clear definition of
“fragmentation”. The key to understanding the impact of land fragmentation in
the Central and Eastern European context lies in the intersection between the
fragmentation of landownership and the fragmentation of land use. By building
on this paper, the existing analysis of classical theory of land fragmentation
(mainly developed between 1950-85), and the albeit limited existing analysis of
theoretical aspects of land fragmentation in Central and Eastern European
countries since 1989, it should be possible to further contribute to the theoretical
framework dealing with land fragmentation in Central and Eastern European
countries. Specifically, a more extensive study could lead to a model of the impact
from land fragmentation, and at the same time answer the second part of the
research question posed above:

Under which conditions is land fragmentation a barrier for the development of
the rural land market and the agricultural and rural sector in general?

Towards a better understanding of policy

Fourth, a more extensive study could provide additional insights to improve policy
advice to governments and donors for future land reform and land privatization
initiatives in the Central and Eastern European countries and the Central Asian
countries of the former Soviet Union. A more extensive study could address the
question:

How should you design the land reform approach if you want to dismantle the

large-scale corporate farms and build individual commercial farms without
creating excessive land fragmentation?
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CHAPTER 6

6 LAND REFORM AND LAND FRAGMENTATION
IN CENTRAL AND EASTERN EUROPE

Paper published in peer-reviewed journal

Land Use Policy 36 (2014), 330-341

Abstract

It has often been stated that land fragmentation and farm structures characterized
by small agricultural holdings and farms divided in a large number of parcels have
been the side-effect of land reform in Central and Eastern Europe. This article
reports the findings of a study of land reform in 25 countries in the region from
1989 and onwards and provides an overview of applied land reform approaches.
With a basis in theory on land fragmentation, the linkage between land reform
approaches and land fragmentation is explored. It is discussed in which situations
land fragmentation is a barrier for the development of the agricultural and rural
sector. The main finding is that land fragmentation is often hampering
agricultural and rural development when both land ownership and land use is
highly fragmented.

Keywords

Land reform, land fragmentation, farm structures, land privatization, Central and
Eastern Europe

6.1 INTRODUCTION

The countries in Central and Eastern Europe (CEE) began a remarkable transition
from centrally planned economies towards market economies in 1989 when the
Berlin Wall fell and the Iron Curtain lifted. Land reforms with the objective to
privatize state-owned agricultural land managed by large-scale collective and state
farms were high on the political agenda in most countries in the region. More than
20 years later the stage of land reform varies. Some countries had already finalized
land reform in the mid-1990s, others are still in the process, and a few have still
not taken any significant steps. A number of books and research papers have been

167



LAND REFORM AND LAND FRAGMENTATION IN CENTRAL AND EASTERN EUROPE

published on land reform in individual countries and a few comprehensive
overviews have been provided (e.g. Swinnen et al., 1997; Wegren, 1998; Giovarelli
and Bledsoe, 2001; Lerman et al., 2004; Sedik and Lerman, 2008).

It has often been stated that land fragmentation and farm structures characterized
by small agricultural holding sizes and farms divided in a large number of parcels
have been a side-effect of land reform in the CEE countries (e.g. Rembold, 2003)
and during the last two decades most of the countries in the region have
introduced land consolidation instruments to address these structural problems
in the agricultural sector. So far, however, only a few studies on land
fragmentation in a Central and Eastern European context have been conducted
(Sabates-Wheeler, 2002; Van Dijk, 2003b) and no comprehensive overview of the
coherence between the chosen land reform approach and land fragmentation has
been presented. This is the overall aim of this paper, which presents the results of
a study that has attempted to fill the gap both in relation to providing an overview
of land reform approaches and in addressing the land fragmentation issue in a
Central and Eastern European context (Hartvigsen, 2013). The study has not
conducted comprehensive socio-economic analysis but has been focusing on the
causality between chosen land reform approach and the emerged land
fragmentation.

More specifically, the article aims at providing the answers to the research
questions: (i) what is the linkage between the chosen land reform approach and
the outcome in the form of farm structure and land fragmentation and (ii) in
which situations land fragmentation becomes a barrier for the development of
the rural land market and the agricultural and rural sector in general?

This article begins by establishing the overview of the land reform approaches
applied in 25 countries in Central and Eastern Europe from the Baltic and Central
European countries in the West to Russia and the small Trans-Caucasus countries
in the east, and to the Balkan countries in the south (figure 6.1).

Based on the overview of land reform approaches, the classical, mainly Western
European, theory and definitions on land fragmentation (e.g. Binns, 1950; King
and Burton, 1982; McPherson, 1982; Bentley, 1987) will be discussed together
with the few theoretical attempts to assess land fragmentation in a Central and
Eastern European context (Sabates-Wheeler, 2002; Van Dijk, 2003a,b).

With the conceptual framework on land fragmentation in place, we will discuss
the farm structures and land fragmentation which have occurred in the CEE
countries after the recent land reforms and hence be able to address the research
questions.
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Finally, the implications from the research will be used to give policy advice to
governments and donors for future land reform and land privatization initiatives
in the CEE countries where land reform is not finalized and in the Central Asian
countries in the former Soviet Union. Based on the results of the study, this
significant question can be answered: how should the land reform approach be
designed if the objective is to dismantle the large-scale corporate farms and build
individual commercial farms without creating excessive land fragmentation?
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Figure 6.1: The 25 study countries in Central and Eastern Europe.
6.2 RESEARCH METHODOLOGY

The study of land reform in the countries in CEE, more specific the land reform
approaches applied in the countries and its outcome in form of farm structures
and land fragmentation, has been conducted through desk studies of a large
number of papers and books. The level of documentation about land reform and
its outcome vary considerably from country to country with a lot of information
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available from Central European countries such as Hungary and the Czech
Republic as well as from Albania and Russia and very little information available
for the countries in former Yugoslavia (except Slovenia) and for the three Trans-
Caucasus countries. The 25 countries have been divided into six groups based on
geography and similarities in background. A detailed analysis and review of land
reform in the study countries have been published by the author in the FAO Land
Tenure Working Paper series as the first outcome of the study.28¢ This article is
building on the results of the study and the above-mentioned working paper.
Hence, the working paper can be seen as the main documentation for the
conclusions drawn from the study and presented in this article.

The classical theory on land fragmentation is discussed together with the few
theoretical attempts to assess land fragmentation in a Central and Eastern
European context. This is done with the aim of establishing a conceptual
framework which will allow us to further discuss the farm structures and land
fragmentation which occurred in the region after the implementation of the recent
land reforms and hence address the research questions.

There are two fundamentally different aspects of land fragmentation of
agricultural land, fragmentation of ownership and land use fragmentation. The
impact of land fragmentation on the rural land market and agricultural
development lies in the intersection between ownership and use of agricultural
land. Thus, it would be most desirable to have comparable quantitative data on
both the ownership as well as the use of agricultural land in the study countries in
order to be able to give a fully comprehensive answer to the research question
about the impact of land fragmentation. As for the owner structure in the countries
in relation to land fragmentation it would be desirable as a minimum to have data
about sizes of agricultural holdings (e.g. average size of agricultural holding) and
the average number of agricultural parcels per agricultural holding. In this article,
the term “agricultural holding” is understood as the agricultural land owned by
one entity, whether natural or legal person. The “farm”, on the other hand,
includes the agricultural land actually utilized by the farm including land leased
in. For the use of the land, at least comparable data on farm sizes and leasing of
agricultural land would be desirable.

The study has unfortunately shown that not all the desirable data are available for
all countries, and where available, they are often not fully comparable. Other
studies of land reform in the CEE countries have faced similar problems.28! In the

280 Hartvigsen, M. (2013): Land Reform in Central and Eastern Europe after 1989 and its
Outcome in Form of Farm Structures and Land Fragmentation. FAO Land Tenure
Working Paper 24.

281 Swinnen, J. and Mathijs, E. (1997): Agricultural privatization, land reform and farm
restructuring in Central and Eastern Europe — A comparative analysis. In Swinnen, J. et
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study, the lack of fully comparable quantitative data in all countries has been
overcome by supplementing the available quantitative data with qualitative
descriptions and analyses. Based on these, the level of ownership fragmentation
and land use fragmentation, respectively, will be assessed on a scale ranking the
study countries from “low” over “medium” to “high”. Unfortunately, the available
data and information does not allow for a more precise distinction.

6.3 LAND REFORM IN CENTRAL AND EASTERN EUROPE
SINCE 1989

The 25 study countries in Central and Eastern Europe have chosen different
approaches to land reform and land privatization. Often more than one approach
has been applied simultaneously or subsequently in each country.

The two fundamentally different overall approaches to land reform in the CEE
countries have been restitution of land rights to former owners and distribution
of land rights to the rural population. Many and often contradictory factors such
as historical background, land ownership situation at the time of collectivization
and ethnicity have been important while designing the land reform process. In all
the countries, considerations on equity and historical justice have been important
with a potential conflict between the objectives of “equity” and “historical
justice”.282 Restitution can establish historical justice but has often not led to
equity while it is the opposite with distribution. As a general, rule the countries
have either restituted land to former owners or distributed the state agricultural
land to the rural population. None of the countries have applied both as a main
land reform approach.

The study of land reform has identified six land reform approaches applied in the
25 countries.283 Four of these six approaches are related to restitution while two
are related to distribution:

Land reform approaches related to restitution:
e Restitution to former owners (including allocation of other land when
restitution in the old boundaries is not possible)
e  Withdrawal of formally private land from collective farms
e Compensation (in state vouchers, bonds or money)

al. (edt.): Agricultural Privatisation. Land Reform and Farm Restructuring in Central and
Eastern Europe. Ashgate Publishing Ltd., Aldershot.

282 Thid., p. 342.

283 Hartvigsen, M. (2013): Land Reform in Central and Eastern Europe after 1989 and its
Outcome in Form of Farm Structures and Land Fragmentation. FAO Land Tenure
Working Paper 24.
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e  Privatization through sale of state land

Land reform approaches related to distribution:
e Distribution in physical parcels
e Distribution in land shares

Some of the approaches are related to each other and applied in combination. The
main as well as secondary land reform approaches applied in each country are
displayed in figure 6.2 and the main approaches are furthermore displayed on the
map of the region in figure 6.3. The identified main land reform approaches are
defined as the one or two main reform instruments in each country measured
primarily by the amount of agricultural land transferred through the specific
approach.

[Region | Restitution to Withdrawal of Compensation | Privatization Distribution In__ | Distribution in
former owners formally private through sale of physical parcels | land shares
(including other | land from State land
land when collective farms
restitution on old
boundaries not
possible)
Baltic Estonia X o X
countries.
Laivia X ) 0
Lithuania X ) 0
Central Czech Republic X X o o
European
countries Slovakia X X 0 o
ungary X X X
Poland X
Easlemn Germany X X Q X
Balkan Albania 0 o X
countries
excepl former | Romania X o o
i Bulgaria X 0 0
Former Tovenia X
lavi Croatia X o X
countries. erbia X X
Bosnia-Herzegovina X
Tontenegro X X
X
Kosovo X
Western CIS Woldova a X [
countries Ukraine a X X
[ Russian Federation o X
[ Belarus X
Trans rmenia X
Caucasus
countries Georgia X
Azebaijan 0 X o

X —Main approach
o —Secondary approach

Figure 6.2: Land Reform approaches applied in the study countries.

A secondary approach is defined as a significant land reform approach in the
country but compared to the main approaches of less importance and use. Based
on the study, it is in most of the countries relatively uncomplicated to distinguish
between main and secondary land reform approaches. Lithuania, where the
predominant land reform approach has been restitution to former owners
supplemented by compensation to former owners when restitution has not been
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possible and privatization of state land through sale, is an example of a country
where it is un-complicated to distinguish. In other countries, the picture is more
blurry. In Eastern Germany for example, three main land reform approaches have
been applied simultaneously in an integrated process; restitution to former
owners, withdrawal of formally private land from collective farms and
privatization through sale, and there is no justification to say that one approach
has been more important than the others.

i 7 :
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¥, ‘5&5%“ e l’ ~ Main Land Reform Approach
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T . i v ~ » Withdrawal from collective farms
| 4 | Compensation
I Distribution in physical parcels
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>
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I No land reform

Itithuanial

~ IBelarus) Russian Federation

Figure 6.3: Main Land Reform approach in the study countries.

In total, 16 of the 25 study countries have applied one or more of the restitution
approaches as a main land reform approach while 7 countries have distributed
land to the rural population as a main approach. Hungary had a unique land
reform process and is the only country where approaches related to both
restitution and distribution were applied as main approaches. The Hungarian case
is explained in section 6.3.3.
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In the following, the six identified land reform approaches will be explained
together with their dissemination and country examples.

6.3.1 RESTITUTION OF LAND RIGHTS TO FORMER OWNERS

Most of the countries where private agricultural land was nationalized and the
formal land rights were lost after the communists came to power following WWII
chose to restitute land rights to the former owners and their heirs after 1989.

In 13 of the 25 countries, restitution to former owners has been among the main
land reform approaches. The three Baltic countries, the Central European
countries (except Poland and Hungary), Romania and Bulgaria and five of the
seven countries in former Yugoslavia all have chosen to restitute land rights to the
former owners.

The Baltic countries have restituted the rights to agricultural land as they were in
1940 before WWII and the subsequent occupation by the Soviet Union. In the
Central European countries as well as in Romania, land reforms were
implemented immediately after WWII (1944-1949) in which agricultural land and
other property belonging to ethnic Germans and their collaborators together with
private agricultural land from large estates were confiscated without
compensation. In most of the countries, the confiscated land was distributed to
small family farmers, the landless rural population and to war refugees. In
Romania for example, 1.4 million ha was distributed during 1945-1947 to 800,000
families owning less than 5 ha.284 The Central European countries, which
restituted land rights to former owners, all chose a date for restitution after the
post-WWII land reforms were implemented. Thus, as a general rule, those who
lost their property rights during 1944-1949 were not restituted. The same was the
case in Romania.

The normal restitution procedure has been that citizens were given a deadline,
typically in the early 1990s, to claim land for restitution and to submit
documentation. In all 13 countries, where restitution was applied, land was
restituted in the former boundaries when possible. In many situations, however,
the physical situations had changed since the land rights were lost (e.g. through
urban development, infrastructure works etc.). When physical restitution was not
possible, the claimants normally had the option to receive other state land instead
of the lost property. In Lithuania, a land reform land management plan was
prepared for each of 1,400 cadaster areas based on the claims for restitution.285 If

284 Rusu, M., Florian, V., Popa, M., Marin, P., Pamfil, V. (2002): Land Fragmentation and
Land Consolidation in the Agricultural Sector — A Case Study from Romania. FAO, p. 6-7.
285 Daugaliene, V. (2004): Preparation for Land Consolidation in Lithuania. In Modern
Land Consolidation - Proceedings of a Symposium held by FIG Commission 7 on 10 and 11
September 2004 in Volvic, France. FIG, p. 126.
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the family members were no longer living in the area where the lost property had
been located, it was possible to claim land in other regions of the country. In
Lithuania, in total nearly 4 million ha were restituted to former owners and in total
715,000 persons claimed land to be restituted.

It is characteristic that the countries, where private agricultural land was
confiscated after the late 1940s, chose to restitute land to the former owners.
Poland, Hungary, Albania and Kosovo as well as the western regions of Ukraine
and Moldova are exceptions from this general rule. None of the countries in former
Soviet Union where private land rights were nationalized already in the period
1920-1930 have restituted land to former owners.

6.3.2 WITHDRAWAL OF FORMALLY PRIVATE LAND FROM COLLECTIVE
FARMS

In the Czech Republic, Slovakia and Eastern Germany, the agricultural land and
other property of the members of the collective farms were often not formally
expropriated during the collectivization process and the owners remained in the
land registers. The use rights, however, were lost to the management of the
collective farms. After 1991, the formal owners or their heirs were in most cases
able to take possession over their land in an informal procedure through
withdrawal of the land from the collective farms without any formal or legal
procedures. In some studies of land reform, withdrawal of property from the
collective farms is understood as a variant of restitution of property right to former
owners.286

Furthermore, withdrawal of formally private land from collective farms has been
applied as a land reform approach in a completely different context in the former
Soviet Union countries Russia, Ukraine, Azerbaijan and Moldova. This is
discussed in section 6.3.6.

6.3.3 COMPENSATION

The study has identified compensation as one of the applied land reform
approaches in 11 of the 25 study countries. In the Baltic countries and the countries
in Central Europe as well as in Romania and Bulgaria where land was restituted,
the restitution procedures were accompanied by an option for compensation when
physical restitution was not possible. In these countries, compensation has been a
secondary land reform approach.

286 Sedik, D. and Lerman, Z. (2008): Land Reform, Transition, and rural Development.
Development & Transition no. 11 / December 2008. UNDP and London School of
Economics and Political Science, p. 5.
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Land reform in Hungary is unique among the study countries and the only country
where compensation has been a main land reform approach. According to the
Compensation Law adopted in 1991, Hungarian citizens whose property was
expropriated after June 1949 were entitled to compensation.28” The law covered
not only agricultural land but all assets nationalized from the citizens between
1949 and the beginning of transition in 1990. Thus, Hungary decided for
compensation instead of physical restitution and the private owners who had land
expropriated without compensation between 1945 and 1949 were not
compensated as it was also the case with restitution in the other Central European
countries.

The instrument for compensation in Hungary was compensation vouchers which
could be used to purchase state property such as apartments, shares in state
enterprises and also agricultural land in physical parcels. The vouchers could be
freely traded on the market. The right to purchase agricultural land, however, was
limited to the original receiver of the voucher. The cooperative farms were
required to set aside for compensation purposes the land acquired by the
cooperative after June 1949. Then the land was auctioned in individual parcels
and purchased with the vouchers as payment. Thus, former landowners who
wanted to get back agricultural land participated in the auctions. The vouchers
received by the former owners were based on an estimated value of the lost

property.

6.3.4 PRIVATIZATION THROUGH SALE OF STATE LAND

Privatization of state agricultural land through sale has been a main land reform
approach in eight of the study countries and a secondary approach in additional
five countries. In Poland and Kosovo, privatization through sale has been the only
land reform approach applied. In the other countries, sale of state land has been
applied in combination with other approaches, often restitution.

Poland’s borders dramatically changed after WWII as the eastern part of the pre-
war territory was annexed by Soviet Union and instead Poland received former
German territory east of the Oder-Neisse line. In Poland, the collectivization
process had largely failed and as much as 75% of the agricultural land stayed in
private ownership as well as in private use by individual family farms throughout
the socialist era.288 These specific historical reasons led in Poland to the political
decision of not restituting agricultural land to former owners. Instead, the state
land, mainly located in the former German territories, is being privatized through

287 Csaki, C. and Lerman, Z. (1998): Land reform and farm restructuring in Hungary
during the 1990s. In Wegren, S. (edit.): Land Reform in the Former Soviet Union and
Eastern Europe. Routledge, p. 228-230.

288 ACE Project (1999): The Development of Land Markets in Central and Eastern Europe
— Final Report, p. 162-170.

176



6. LAND REFORM AND LAND FRAGMENTATION IN CENTRAL AND EASTERN EUROPE

sale. The land privatization approach was to sell the state land in auctions and
through direct sale to eligible groups. Poland has chosen to try to use the
privatization process to improve the local farm structures by giving preference for
purchase to specific groups. According to the privatization law, the former owners
or their heirs have the first right to purchase state land. The current leaseholders
are granted the second right to purchase. Land can also be sold in restricted
auctions to family farmers, often resulting in sales prices much lower than the
normal market price.289 By the end of 2011, 2.2 million ha had been privatized
through auctions and direct sale and 1.46 million ha of the remaining 1.95 million
ha had been leased out to private farmers. The privatization process in Poland has
been hampered by restitution claims submitted as lawsuits against the Polish state
under civil law for 450,000 ha of the state land. Until 2010, the sale was blocked
until the civil restitution cases had been settled. However, from 2010 sale of the
state land with restitution claims has been possible with a first right to buy for the
former owners and their successors at the normal market price.

In Kosovo, the Kosovo Trust Agency (KTA) was established in 2002 with the
mandate to privatize the around 12% of the agricultural land that was owned by
the state.290 State land has to a large degree been privatized in auctions in large
units without taking into consideration the possibility of claims for restitution. As
a consequence, future physical restitution will not be possible and claimants will
be limited to compensation.

Eleven of the 25 study countries have applied the sale of state land in combination
with other land reform approaches. Often state land remaining after the
restitution process has been privatized through sale at auctions.

6.3.5 DISTRIBUTION IN PHYSICAL PARCELS

In seven of the 25 study countries, the state agricultural land was during the 1990s
and the early 2000s privatized through distribution of physical parcels to the
rural population as the main land reform approach. Of the countries in former
Soviet Union, the state land was distributed in physical parcels in Armenia,
Georgia, Azerbaijan, Moldova and Ukraine. In the latter three, physical
distribution was conducted after first having distributed the land in paper land
shares as explained below. Of the countries outside former Soviet Union, land was
distributed in physical parcels as a main land reform approach only in Albania and
Hungary and as a secondary approach in Romania.

289 Zadura, A., Zawadska, M., Struziak, A. (2008): Land Bank and Land Consolidation
(Polish case). Workshop paper for FAO land consolidation and land banking workshop in
Prague, June 2008.

290 OSCE & UNMIK (2008): Privatization in Kosovo: Juridical Review of Kosovo Trust
Agency Matters by the Special Chamber of the Supreme Court of Kosovo, p. 6-7.
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In Moldova, the second stage of land reform was launched in 1997 through the
National Land Programme. Land arrangement projects were prepared by village
land commissions for the physical distribution of the state land to the eligible
persons in the village and approved by the councils of the local municipalities after
taking into consideration the opinion of the owners of land shares. The land
distribution ended in 2001 and resulted in the privatization of 1,004 collective and
state farms. More than 98 % of agricultural land subject to privatization (around
1.7 million ha) was privatized to almost 1.1 million new owners. Often each eligible
person received one or two parcels of arable land, one parcel of orchard and one
parcel of vineyard. In total, each person received in average around 1.56 ha
distributed in 3-4 physical parcels.29

In Albania, Armenia, Georgia and Azerbaijan, land distribution in physical parcels
to a large degree followed the same procedures as in Moldova with locally elected
commissions being responsible for the actual distribution. In only 18 months
during 1991-92, Albania distributed 700,000 ha of arable land to nearly 500,000
family farms separated into nearly 2 million parcels.292

In addition to compensation to former owners through the voucher system,
Hungary distributed land to the landless members of the collective farms and
employees of state farms. Thus, 1.5 million new owners received in total 3 million
ha through distribution of physical parcels.293

In Romania, even though the main land reform approach ended up being
restitution of land to the former owners, agricultural land was in 1990 distributed
with up to 0.50 ha to each member of the agricultural cooperatives and pensioners
during the political chaos after the overthrowing of the Ceausescu regime where
the political riots were accompanied by considerable spontaneous taking over of
state agricultural land.294

6.3.6 DISTRIBUTION IN LAND SHARES

In the Soviet Union, all agricultural land was owned by the state and used for large-
scale farming in collective (kolkhozes) or state farms (sovkhozes) and typically
organized with one large farm per village. Russia, Ukraine, Moldova and

291t Hartvigsen, M., Gorgan, M., Palmer, D. (2013): Experiences with Land Reform and Land
Consolidation in Moldova. FAO Land Tenure Journal nr. 2/2012.

292 Bloch, P. (1998): Picking up the pieces — consolidation of Albania’s radical land reform.
In Wegren, S. (edit): Land Reform in the Former Soviet Union and Eastern Europe.
Routledge, p. 189-194.

293 ACE Project (1999): The Development of Land Markets in Central and Eastern Europe
— Final Report, p. 134-135.

294 Rusu, M., Florian, V., Popa, M., Marin, P., Pamfil, V. (2002): Land Fragmentation and
Land Consolidation in the Agricultural Sector — A Case Study from Romania. FAO, p. 9-
13.
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Azerbaijan privatized in the early 1990s most of the state agricultural land
managed by the collective and state farms through the distribution of the
ownership of the large corporate farms to former collective farm members and
state farm workers in form of paper land shares. Land shares can be bought and
sold from individuals at the market, leased from individuals or invested in the
equity capital of the privatized farm enterprises.295 Only the household plots,
where the rural population had been granted the use rights during the Soviet
period, were in the initial phase of land reform in the early 1990s registered to the
users as ownership of individual parcels.

In Russia, Ukraine, Azerbaijan and Moldova, owners of land shares who wanted
to create an individual family farm were by law allowed to withdraw from the
corporate farm with their land as physical land parcels. However, for a number of
reasons, few have chosen to leave the large corporate farms and have often leased
back the land shares to these. In Moldova, less than 10 percent of members of
collective farms had left during 1992-1996 through withdrawal of their land and
were trying to farm individually, often without any equipment. Administrative
support for land privatization was relatively weak and in many cases the
management of collective and state farms worked against the process.29¢

From the mid-1990s, land reform in Moldova and Azerbaijan continued with
distribution in physical parcels (see section 6.3.5). The same happened in Ukraine
from 2000, whereas in Russia, agricultural land has so far not been distributed in
physical parcels.

6.3.7 NO LAND REFORM

Finally, two countries, Bosnia-Herzegovina and Belarus, have not yet in reality
started land reform. In Bosnia-Herzegovina, where around 96% of the agricultural
land was in private ownership and use in family farms throughout the Yugoslavia
socialist era, transition reforms have been hampered by the war in the 1990s and
by complicated administrative structures afterwards. In Belarus, private
ownership to agricultural land is still only allowed to household plots, and large-
scale corporate farms continue “business as usual”.

6.4 THEORY ON LAND FRAGMENTATION

Modern agriculture developed in Western Europe after WWII with mechanization
and specialization followed by a rapid structural development and increase in
productivity. At the same time, industrialization continued and a large part of the

295 Lerman, Z., Csaki, C., Feder, G. (2004): Agriculture in Transition — Land Policies and
Evolving Farm Structures in Post-Soviet Countries. Lexington Books.

296 Hartvigsen, M., Gorgan, M., Palmer, D. (2013): Experiences with Land Reform and Land
Consolidation in Moldova. FAO Land Tenure Journal nr. 2/2012.
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rural population followed job opportunities in urban areas. The share of the
populations employed in the agricultural sector dramatically decreased.

After WWII, land fragmentation was by policy makers and experts increasingly
perceived as an important obstacle for continued agricultural development as land
fragmentation induces increased production costs. Early on, FAO, the Food and
Agriculture Organization of the United Nations, after it was founded in 1945, had
land fragmentation and land consolidation, the other side of the coin, among its
priority issues. The first comprehensive publication dealing with the consolidation
of fragmented agricultural holdings was published by FAO in 1950.297 Until the
1980s much research and many scientific papers dealt with the advantages and
mainly the disadvantages of land fragmentation. King and Burton provide an
excellent overview of the classical land fragmentation theory.298

In the following section, this classical, mainly Western European, theory on land
fragmentation will be discussed together with the few recent theoretical attempts
to discuss land fragmentation in a Central and Eastern European transition
context.

There has never been one commonly accepted definition of land fragmentation
and the term is often used by policy makers, experts and farmers in different
understandings and different context without the exact understanding being clear
or defined.

Binns identified four fundamentally different types of land fragmentation rooted
in different reasons for fragmentation; 1) that which is unavoidable by reason of
natural conditions, 2) that which arises from physical conditions from human
activities not connected with agriculture (e.g. due to construction of roads,
railways, canals etc.), 3) that which is agricultural rational and 4) that which, not
falling within the first two categories, is agriculturally irrational.299 Thus, not all
land fragmentation can or shall be combatted.

King and Burton see the fragmentation of agricultural land as basically being
concerned with farms which are poorly organized in location and space.3°° The
term fragmentation is used in two quite distinct senses. First, the division of a farm
into undersized units (parcels) which are too small for rational exploitation.

297 Binns, B. (1950): The Consolidation of Fragmented Agricultural Holdings. FAO.

298 King, R. and Burton, S. (1982): Land fragmentation: notes on a fundamental rural
spatial problem. Progress in Human Geography 6(4): 475-494.

299 Binns, B. (1950): The Consolidation of Fragmented Agricultural Holdings. FAO, p. 9.
300 King, R. and Burton, S. (1982): Land fragmentation: notes on a fundamental rural
spatial problem. Progress in Human Geography 6(4), p. 475-478.
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Second, the situation whereby an individual holding is split into many non-
contiguous parcels.

Several attempts have been made to measure the level of fragmentation in a
certain area. Dovring (1960) introduced the notion of excessive fragmentation,
which he defined to exist if the number of parcels in a farm exceeded its size. Thus,
a 20 ha farm would be excessively fragmented if it consisted of more than 20
parcels.3°t King and Burton identified several relevant parameters.3°2 These
include: 1) the size of the holding, 2) the number of parcels, 3) the size of the
parcels, 4) the size distribution of the parcels, 5) the spatial distribution of the
parcels, and 6) the shape characteristics of the parcels. The simplest measure of
fragmentation is the number of parcels per holding, which ignores parcel size and
distance. The Simmon’s fragmentation index (1964) expresses the relationship
between the number of parcels and the relative size of the parcels.3°3 Distance is
not considered. Other attempts of creating a fragmentation index were done by
Januszewski (1968), Igbozurike (1974) and Schmook (1976).3°4 The most recent
attempt to develop a fragmentation index is the Demetriou index,3°5 which is more
flexible and problem specific than its predecessors as it allows to weight the
different factors according to the specific situation and also includes
fragmentation through co-ownership.

Fragmentation is not just a historical phenomenon but still on-going in many farm
structures. King and Burton divide the causes of fragmentation into four
categories: 1) sociocultural, 2) economic, 3) physical and 4) operational.3°6
Fragmentation through inheritance is particularly important among the
sociocultural causes. Inheritance especially leads to fragmentation when
inheritance laws and local customs prescribe equal division of land amongst heirs
and is further exacerbated where heirs are able to demand equal shares of different
types of land. Economic processes can also lead to fragmentation. Ownership and
farm structures which at one time were rational may become irrational over time
as mechanization and technology of farming develops. Furthermore, the structural
development where agricultural holdings and farms are enlarged to maintain or
increase competitiveness through purchase or renting of additional land often also

301 Cited in McPherson, M. (1982): Land Fragmentation: A Selected Literature Review.
Development Discussion Paper No. 141. Harvard Institute for International Development,
Harvard University, p. 5-6.

302 King, R. and Burton, S. (1982): Land fragmentation: notes on a fundamental rural
spatial problem. Progress in Human Geography 6(4), p. 475-480.

303 Tbid., p. 476-477.

304 Cited in King, R. and Burton, S. (1982): Land fragmentation: notes on a fundamental
rural spatial problem. Progress in Human Geography 6(4): 475-494.

305 Demetriou, D., Stillwell, J., See, L., 2013. A new methodology for measuring land
fragmentation. Computers, Environment and Urban Systems 39, 71-80.

306 King, R. and Burton, S. (1982): Land fragmentation: notes on a fundamental rural
spatial problem. Progress in Human Geography 6(4), p. 480-489.
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leads to fragmentation when the additional parcels are not contiguous to already
farmed land. Fragmentation may also be the result of operational processes such
as establishment of windbreaks between fields or construction of rural
infrastructure. Extensive fragmentation can, when the parcels become so small
that they are not economically viable, result in land abandonment.307

There are numerous books and scientific articles about the disadvantages of
fragmentation which relate to increased production costs. McPherson concludes
based on a comprehensive literature review that most authors have focused on
three reasons why land fragmentation is detrimental in agriculture.308 First,
fragmentation hinders the modernization of agriculture, especially the increased
use of mechanization and the rational development of irrigation and other
agricultural infrastructure. Second, fragmentation generates a variety of
economic inefficiencies through the waste of factors of production such as labour,
time, fuel etc. Third, fragmentation is costly to alleviate.

The classical theory on fragmentation recognized, however, also, that
fragmentation can bring advantages to the farmer. Fragmentation reduces risk of
failed harvest due to drought, hail, disease and other natural disasters especially
in farming conditions with a variety of soils and growing conditions.309
Fragmentation also tends to preserve biodiversity as opposed to the consolidation
of parcels which in most European countries resulted in loss of biodiversity when
hedges and other ways of separation between consolidated parcels were removed
and mono-cultures established during the decades of agricultural modernization
from the 1950s to the 1980s.

As mentioned in the Introduction, few theoretical attempts have been made to
discuss land fragmentation in a Central and Eastern European post-land reform
context. Sabates-Wheeler argues, based on studies of land reform and land
fragmentation in Albania, Romania and Bulgaria that land fragmentation has at
least four dimensions: 1) physical fragmentation, 2) social fragmentation, 3)
activity fragmentation and 4) ownership fragmentation.3° Physical fragmentation
has in her understanding basically the same meaning as land fragmentation in the

307 Bentley, J.W. (1987): Economic and Ecological Approaches to Land Fragmentation: In
Defense of A Much-Maligned Phenomenon. Annual Review of Anthropology, Vol. 16, p. 47.
308 McPherson, M. (1982): Land Fragmentation: A Selected Literature Review.
Development Discussion Paper No. 141. Harvard Institute for International Development,
Harvard University, p. 9-10.

309 Bentley, J.W. (1987): Economic and Ecological Approaches to Land Fragmentation: In
Defense of A Much-Maligned Phenomenon. Annual Review of Anthropology, Vol. 16, p. 50-
54.

310 Sabates-Wheeler, R. (2002): Consolidation initiatives after land reform: Responses to
multiple dimensions of land fragmentation in Eastern European agriculture. Journal of
International Development nr. 14, p. 1005-1010.
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classical Western European understanding. She argues that social fragmentation
understood as a separation of those who own the land and those who are able to
work it, which has often happened in CEE countries where land was restituted to
former owners, is an equally important dimension of fragmentation. A third
dimension is activity fragmentation which refers to a situation whereby the
complementary means of production around land usage become fragmented from
each other. Land reform has in some countries led to a mismatch between small
holding size and large-scale machinery. Many new farmers have limited access to
suitable equipment and a mismatch has occurred between small holdings and
large-scale irrigation systems etc. Sabates-Wheeler predicts that land
consolidation strategies and programmes being introduced in CEE countries with
the support of international development organizations and donors are likely to
fail because they only consider one dimension of fragmentation — physical
fragmentation.

Figure 6.4: Excessive fragmentation of land ownership and land use in Terbuf
Municipality, Albania. The illustration shows an excerpt of the ortophoto from one of the
villages in the municipality with overlay of the cadaster map. In average, each family
owns 1.72 ha distributed in 5.33 physical parcels. The parcels are often distributed in a
distance of 3-4 km from the homestead.

It is not the objective if this article to discuss failure or success of land
consolidation initiatives and programmes after the implementation of land reform
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in the CEE countries. However, a few remarks to Sabates-Wheeler’s four
dimensions of fragmentation are appropriate. Sabates-Wheeler introduces a very
wide understanding of land fragmentation. Thus, almost all of the numerous
constraints to agricultural and rural development in Central and Eastern Europe
are in her understanding part of the land fragmentation problem complex. It
could, on the contrary, be claimed that an understanding this wide of land
fragmentation is hindering the solution. No government strategies, programmes
or donor projects can at the same time deal with all the problems of agricultural
and rural development in the CEE countries. However, approaches and initiatives
should be coordinated and integrated wherever possible. Recent experience from
Moldova and a number of other CEE countries show that voluntary land
consolidation instruments can be successful in addressing the structural problems
caused by land fragmentation when integrated in a broader local rural
development context.3u

Van Dijk contributes to the understanding of land fragmentation in a Central and
Eastern European context. He argues that we have to be careful not to confuse
land-ownership and land-use problems.32 Van Dijk attempts to put forward four
definitions of fragmentation: 1) ownership fragmentation, 2) land use
fragmentation, 3) internal fragmentation and 4) discrepancy between ownership
and use.33 Ownership fragmentation refers to the situation where the ownership
of agricultural land is split between many owners of small and often badly shaped
parcels. Land use fragmentation has to do with the actual use of the land. Despite
fragmented ownership, the use of the land may be consolidated through lease
agreement and the land used in large and regular fields. Internal fragmentation is
by Van Dijk understood as the fragmentation within a farm. The agricultural land
utilized by a farm (whether owned or leased) may be distributed into a large
number of non-contiguous parcels often with long distance from the homestead
to the parcels and between the parcels. According to Van Dijk, fragmentation is
not a matter of black or white, but a grey area of increasingly limiting
operational disadvantages, the nature of which depends of the type of
fragmentation.34

With the background in classical theory on land fragmentation as discussed above
and the more recent work of Van Dijk, especially his distinction between
fragmentation of land ownership and fragmentation of land use, the conceptual
framework is in place to have a closer look at the farm structures and land

311 Hartvigsen, M., Gorgan, M., Palmer, D. (2013): Experiences with Land Reform and Land
Consolidation in Moldova. FAO Land Tenure Journal nr. 2/2012.

312 Van Dijk, T. (2003a): Scenarios of Central European land fragmentation. Land Use
Policy 20 (2003), p. 150.

313 Van Dijk, T. (2003b): Dealing with Central European land fragmentation: A critical
assessment of the use of Western European Instruments. Eburon Delft, p. 15-18.

314 Tbid., p. 22.
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fragmentation which occurred in the CEE countries after the implementation of
land reform from 1989 and onwards. This will be analyzed in the following section.

6.5 COHERENCE BETWEEN LAND REFORM, FARM
STRUCTURES AND LAND FRAGMENTATION IN
CENTRAL AND EASTERN EUROPE

In some of the CEE countries, land reforms have after 1989 completely changed
the farm structures that existed during the socialist era while in other countries,
the farm structures remain basically the same.3'5 As an outcome of the research,
the study countries are ranked in three categories of low, medium and high
fragmentation of ownership and of land use. These categories are based on
qualitative assessment and are further explained below.

In the three Baltic countries, the restitution of land to the pre-WWII owners and
their successors has, as intended, resulted in a complete breakup of the large-scale
collective and state farms and in an ownership structure similar to that before
1940 with today in Lithuania an average agricultural holding size around 5.3 ha.
After land reform, farm structures in the Baltic countries are dominated by a mix
of large corporate farms and medium-large sized family farms. Fragmentation of
both land ownership and of land use in a medium level is the result of the
implemented land reforms.

The Central European countries had relatively similar farm structures before
WWII and all countries implemented land reforms immediately after WWII where
agricultural land from large estates was confiscated and distributed or sold to
landless peasants, war refugees and small farmers. Despite this, the land reform
approaches chosen in the countries after 1989 have varied substantially. In the
Czech Republic and Slovakia, the land reform approaches, with restitution to the
former owners and withdrawal of agricultural land from the collective farms,
where the formal land rights were maintained during collectivization, resulted in
extreme fragmentation of land ownership and in extensive co-ownership of
agricultural land. Characterizing the situation in Slovakia, Dale & Baldwin state
that “a single field of tiwventy hectares may have more than three hundred owners
and over a thousand co-owners”.31 The land reforms however, had very little
impact on the land use and farm structures which remain dominated completely
by large corporate farms, often the successors of the cooperatives and state farms.
In 2005 in the Czech Republic, as much as 86 % of the total utilized agricultural

315 Hartvigsen, M. (2013): Land Reform in Central and Eastern Europe after 1989 and its
Outcome in Form of Farm Structures and Land Fragmentation. FAO Land Tenure
Working Paper 24.

316 Dale, P. and Baldwin, R. (2000): Lessons Learnt from Emerging Land Markets in
Central and Eastern Europe. Conference Paper from FIG Working Week, Prague, p. 4.
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land was leased by corporate farms from the new owners, which often have little
interest in farming.37 Thus, despite extreme fragmentation of land ownership, the
fragmentation of land use is low in the Czech Republic and Slovakia. Land reform
in Eastern Germany resulted in an owner structure of agricultural land much less
fragmented. Large corporate farms also dominate the farm structures but
commercial family farms as well play a considerable role and the land use
fragmentation is low to medium.

Hungary and Poland stand out from the other three Central European countries.
In Poland, the collectivization had failed and 75 percent of the agricultural land
was both owned and used by small family farms during the socialist era. The land
reform, with mainly privatization of state land through sale, has had only little
impact on the farm structures. The agricultural land remains highly fragmented
both in ownership and land use, not because of the recent land reform, but due to
the pre-WWII farm structures and the land reform immediately after WWII,
where land was distributed to small-scale family farms. Land fragmentation is
most extensive in the areas dominated by small-scale family farms and least
extensive in northwest on the territory annexed from Germany after WWIIL. In
Hungary, the voucher land reform and auctioning of the state land resulted in a
highly fragmented ownership structure. The farm structures are more mixed than
in most of the other study countries with the presence of both small-scale
subsistence family farms, medium- and large-sized commercial family farmers as
well as large corporate farms fully operating on rented land. Leasing of land is
common. The land use fragmentation can be characterized as being on a medium
level compared to the other CEE countries.

The Balkan countries, Albania, Romania and Bulgaria have implemented land
reforms which resulted in a complete breakup of the large-scale collective and
state farms that dominated the farm structures before 1989. Today, the ownership
of agricultural land is highly fragmented in all three countries. In Albania, where
the state agricultural land was distributed to the rural population in physical
parcels, the average agricultural holding size (owned land) after land reform in the
early 1990s was 1.05 ha typically divided into 2-5 parcels. In 2011, Albania had
about 390,000 family farms with an average of 1.26 ha (including leased land)
divided in 4.7 parcels and with an average parcel size of 0.27 ha. Leasing of land is
not common as more than 90 % of the arable land is farmed by the owners in
small-scale mainly subsidence family farms. Hence, the owner structures and the
land use structures are almost convergent resulting in excessive fragmentation of
both ownership and land use.

317 Swinnen, J. and Vranken, L. (2009): Land and EU Accession — Review of the
Transitional Restrictions by New Member States on the Acquisition of Agritultural Real
Estate. Centre for European Policy Studies (CEPS). Brussels, p. 16.
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In both Romania and Bulgaria, where the main land reform approach was
restitution of land rights to former owners, the outcome of land reforms has been
highly polarized farm structures, with on one hand a large number of small family
farms, mainly engaged in subsistence farming, and on the other hand a relatively
small number of large-scale corporate commercial farms. Both the fragmentation
of ownership and of land use is excessive. In Bulgaria, the average size of
agricultural holdings after land reform is 2.0 ha in average distributed in 4-5
parcels and thus, an average parcel size of 0.4-0.5 ha. Fragmentation of land
ownership is, however, considerably worse than even these figures suggest as co-
ownership is a very common phenomenon where many parcels have numerous co-
owners.3'8 Among the reasons for this situation are legal provisions, which define
a minimum parcel size. Thus, the attempt to stop further physical fragmentation
of ownership has instead led to fragmentation in form of co-ownership.

The seven countries in former Yugoslavia had a different starting point for land
reform than in most of the other CEE countries. Like in Poland, the majority of
the agricultural land in Yugoslavia was with many restrictions owned and farmed
by small individual family farms during the socialist era. This amounted in 1985
for as much as 82 % of the agricultural land. Thus, the land reform activities have
not fundamentally changed the ownership of agricultural land. The excessive
fragmentation of land ownership which was characteristic before WWII remains
basically the same today. The farm structures in the seven countries are dualistic
and remain dominated by a large number of small family farms on one side often
with several fragmented land parcels and on the other side a limited number of
large-scale corporate farms, often the successor of the Socially Owned Enterprises
(SOE’s). Slovenia has the largest average agricultural holding size with 6.3 ha but
in average separated into 22 land parcels. The other six countries all have an
average size of agricultural holdings between 2 and 3 ha, normally divided into 4-
8 parcels. The average size of agricultural land parcels is in all seven countries
close to 0.3 ha. The land registers were often not updated in Yugoslavia. These
problems continue to plague the countries. The registered owners have often been
deceased for decades and the land divided informally or in co-ownership between
family members. In most of the countries (e.g. Croatia and Bosnia-Herzegovina),
land abandonment is widespread even on the fertile land. Ownership land
fragmentation, both formal and informal, continues through inheritance.

Three of the Western CIS countries, Moldova, Ukraine and the Russian
Federation have in land reforms distributed the state owned agricultural land to
the rural population. In Belarus, only household plots have been privatized and
the agricultural land remains state owned and private ownership of agricultural

318 Vranken, L., Macours, K., Noev, N., Swinnen, J. (2011): Property rights imperfections
and asset allocation: Co-ownership in Bulgaria. Journal of Cmparative Economics 39.
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land is still not allowed. Hence, the ownership of agricultural land is not
fragmented. The farm structures in Belarus are still completely dominated by
large-scale state subsidized corporate farms and consequently the level of land use
fragmentation is very low. In the Russian Federation, the agricultural land was
distributed in paper land shares to the rural population in the early 1990s. Because
of the land share privatization, the ownership of agricultural land has not been
fragmented in the same way as in most of the other CEE countries. Land reform
was in Russia designed in a way that resulted in little impact on the farm
structures.3 Thus, the farm structures have not changed significantly since the
breakup of the Soviet Union and large farms, now owned by the rural population
in form of land shares, still dominate. Land use fragmentation remains low. In
Ukraine, the state land was distributed first in land shares and from 2000 in
physical parcels. The result has been land fragmentation of ownership in a low-
medium level. The land code from 2001 opened for some land transactions but
with a moratorium on selling and buying of agricultural land until 2008. The
moratorium has been extended a number of times since. As in Russia, the farm
structures are still dominated by large corporate farms and land use fragmentation
is a small problem. Finally, in Moldova, where agricultural land was distributed
in physical parcels, high fragmentation of ownership has been the outcome of land
reform. Farm structures after land reform are dualistic with many small family
farms and relatively few large corporate farms. Land use fragmentation has
occurred in a medium-high level compared with the other study countries.

All three Trans-Caucasus countries distributed in physical parcels most of the
state agricultural land to rural families free of charges as the main land reform
approach. The result has been excessive fragmentation of ownership with average
sizes of agricultural holdings between 0.9 and 1.6 ha and distributed in a number
of parcels. Also the land use is highly fragmented with farm structures mainly
dominated by small-scale family farms.

6.6 CONCLUSIONS

The analysis in section 6.5 leads to the following conclusions. The level of
ownership fragmentation and land use fragmentation, respectively, in the 25 study
countries after land reform is assessed on a scale ranking the fragmentation in the
countries in three categories, low, medium and high. The current level of
fragmentation in the CEE countries is summarized in figure 6.5.

The ownership of agricultural land has as a result of the recent land reforms
become medium or highly fragmented in all CEE countries except in Belarus,

319 Wegren, S. (2008): The Limits of Land Reform in Russia. Problems in Post-Communism.
Vol. 55, no. 2, p. 14-24.
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Ukraine and Russia. In Poland and in the seven countries in former Yugoslavia,
ownership of agricultural land is highly fragmented, but this is due to the pre-
WWII farm structures and not the outcome of recent land reforms. Even though
the fragmentation of land use is low in countries such as the Czech Republic and
Slovakia, the excessive fragmentation of land ownership may be a problem to the
landowners as they are often in a situation of monopsony with only one lessee and
one potential buyer, the dominating local corporate farm. As a result, the land

market is weak and not functioning well.

Region Country Level of Level of
fragmentation of fragmentation of
ownership in land use in
agricultural land agricultural land

Baltic countries Estonia Medium Medium

Latvia Medium Medium
Lithuania Medium IMedium
Central European | Czech Republic High Low
countries Slovakia High Low
Hungary High Medium
Poland Medium-high Medium-high
Eastern Germany Medium Low-medium

Balkan countries | Albania High High

except former Romania High High

Yugoslavia Bulgaria High High

Former Slovenia High High

Yugoslavia Croatia High High

countries Serbia High High

Bosnia- High High

Herzegovina

Montenegro High High

Macedonia High High

Kosovo High High
Western CIS Moldova High Medium-high
countries Ukraine Low-medium Low

Russian Low Low

Federation

Belarus Low Low
Trans Caucasus Armenia High High
countries Georgia High High

Azerbaijan High High

Figure 6.5: Current level of ownership and land use fragmentation in the 25 study
countries

When it comes to land use fragmentation, the situation is much more nuanced. In
all seven countries which distributed agricultural land in physical parcels as a
main land reform approach, the result has been excessive land use fragmentation.
In these countries there is a big overlap between ownership of agricultural land
and land use as most of the land is farmed by the owners in small-scale family
farms and leasing of land is not very common. It is characteristic, in these
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countries, that the rural population has few other employment opportunities than
farming their own land.

A high level of land use fragmentation is not characteristic in countries where
restitution and withdrawal from collective farms were the main land reform
approaches. There are, however, exceptions. Land reforms have in Romania and
Bulgaria resulted in land use fragmentation as excessive as where land was
distributed in physical parcels. In these two countries, the rural population often
also has few alternatives to farming as a way of living. In Central European
countries such as the Czech Republic and Slovakia, the owners, who got back the
family land after restitution or withdrawal from the collective farms, often have
found employment outside the agricultural sector. Hence, there is little overlap
between ownership and land use.

Privatization of state land through sale has had only little impact on the level of
fragmentation. Often, only a small percentage of the total agricultural land was
subject to privatization through sale. In Poland and Eastern Germany, the
privatization of state agricultural land through sale has been part of an active land
policy to support the development of commercial family farms by giving them
priority for purchase of state land.

It has been the aim of the article to provide the answers to the research questions:
(1) what is the linkage between chosen land reform approach and the outcome in
form of farm structure and land fragmentation and (ii) in which situations land
fragmentation becomes a barrier for the development of rural land market and
the agricultural and rural sector in general?

As explained, there are significant tendencies but not a completely clear coherence
between the choice of land reform approach in the CEE countries and the level of
land fragmentation two decades after the launch of land reforms. However, the
seven countries where the choice was to distribute state agricultural land to the
rural population in physical parcels have all today farm structures plagued by
excessive fragmentation both of land ownership and of land use. In the countries
where land was restituted to the former owners, the situation with land use
fragmentation is more blurry. In countries where the rural population has few
alternatives to farming, such as Romania and Bulgaria, the land use is fragmented
in the same way as in the countries where state land was distributed in physical
parcels.

The second part of the research question can be answered as well. When
discussing the practical impact from land fragmentation on the utilization of
agricultural land in the 25 study countries, the study reveals that it is important to
distinguish between fragmentation of ownership and fragmentation of land use.
Even in situations with extreme fragmentation of ownership of agricultural land,
such as in the Czech Republic and Slovakia, land fragmentation has limited
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practical impact on the utilization of agricultural land when the land use
fragmentation is low.

As it was discussed in section 6.4, McPherson identified the main reasons why
land fragmentation is detrimental in agriculture; i) it hinders the modernization
of agriculture, especially the increased use of mechanization and the rational
development of irrigation and other agricultural infrastructure, and ii) it generates
a variety of economic inefficiencies through the waste of factors of production such
as labour, time, fuel etc.32° In the 15 of the 25 CEEcountries with a high level of
both ownership and land use fragmentation, the farm structures are dominated by
small subsidence or semi-commercial family farms restrained by fragmentation
together with other constraints in an inefficient and costly production pattern. As
argued by Van Dijk, fragmentation is not a matter of black or white, but a grey
area of increasingly limiting operational disadvantages.3* The agricultural
sectors in these countries are suffering from many development constraints
including the fragmentation issue. Farm structures have emerged which are
incompatible with modern agricultural practice.322 Under these conditions, land
fragmentation is a barrier for the development of the agricultural and rural sector.
This will also often be the case in situations with a medium level of ownership and
land use fragmentation.

It has not been a specific objective to study land market development in the CEE
countries. However, the Czech and Slovak cases show how excessive
fragmentation of ownership is hampering the development of both the sales and
lease market. The restituted owners are, as discussed, often left in a situation of
monopsony with no alternatives to continue to lease out the land to the corporate
farm which succeeded the cooperative in the village.

Evidence from Moldova shows how excessive land fragmentation is hampering
the development of rural sales land markets. Parcels, especially in orchards and
vineyards, have through the land reform process become so small and fragmented,
due to the aim of equal distribution among the rural families that the land market
is not functioning. Transaction costs exceed the value of the land which is then
reduced to almost nothing because of the level of fragmentation.323

320 McPherson, M. (1982): Land Fragmentation: A Selected Literature Review.
Development Discussion Paper No. 141. Harvard Institute for International Development,
Harvard University, p. 9-10.

321 Van Dijk, T. (2003b): Dealing with Central European land fragmentation: A critical
assessment of the use of Western European Instruments. Eburon Delft, p. 22.

322 Dale, P. and Baldwin, R. (2000): Lessons Learnt from Emerging Land Markets in
Central and Eastern Europe. Conference Paper from FIG Working Week, Prague, p. 21.

323 Hartvigsen, M., Gorgan, M., Palmer, D. (2013): Experiences with Land Reform and Land
Consolidation in Moldova. FAO Land Tenure Journal nr. 2/2012.
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We can conclude on the impact of land fragmentation on land market
development and on agricultural and rural development in general that land
fragmentation is often hampering land market development and agricultural and
rural development when both the ownership and the use of agricultural land is

highly fragmented.

Fragmentation | High Low
of ownership
Fragmentation
of land use
High Often high limiting impact on | Not applicable
agricultural and rural (none of the CEE countries
development as well as on have low level of ownership
land market development fragmentation and high level
of land use fragmentation)
Low Land fragmentation will often | Land fragmentation has little
have low impact on impact on land market
agricultural and rural development and on
development but can have agricultural and rural
medium-high impact on land | development
market development

Figure 6.6: Impact from land fragmentation on agricultural and land market
development.

The impact of land fragmentation is illustrated in figure 6.6.

The study shows that in the CEE countries, where both ownership of agricultural
land and the land use is highly fragmented, it can be well justified to address the
land fragmentation problems through a wide range of instruments from incentives
to support development of rural land markets to public programmes for land
consolidation and land banking. Such programmes can, however, not stand alone
and must be seen in an integrated local development approach which also includes
other instruments than the re-allotment of parcels.

6.7 PERSPECTIVES

Finally, the study of land reform and its outcome in the CEE countries can provide
additional insights to improve policy advice to governments and donors for future
land reform and land privatization initiatives in the CEE countries and the Central
Asian countries of the former Soviet Union. Hence, we can now address the
question: how should the land reform approach be designed if the objective is to
dismantle the large-scale corporate farms and build individual commercial
Jfarms without creating excessive land fragmentation?
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We have seen that physical distribution of state owned agricultural land to the
rural population is an effective way of dismantling the large-scale corporate farms.
We have, however, also seen that this has led to excessive fragmentation of both
ownership and land use. Based on the results of the study the recommendation
would be to design the land reform with a combination of distribution in physical
parcels and compensation in state vouchers, bonds or money. Before land
distribution plans are prepared, each eligible person should have the right to
decide whether to receive land in physical parcels or compensation. Those who
have no interest in or skills for farming could choose compensation. The level of
compensation should reflect the market value of the land which is the alternative
to compensation. Those who on the other side have an interest in farming and in
building up commercial family farms would have the opportunity to purchase
additional land already while the land distribution plan is being prepared. The
system will be financially neutral to the state if the buyers of additional land pay
the same market price as given in compensation to those who decline land. If there
will be more supply of additional land than demand, a state land bank can
temporarily take over the land and lease it out until the land market has developed.

Such procedure could opposed to the situation where the state is first fragmenting
the land through distribution in physical parcels and subsequently seeking to
reduce fragmentation by introducing land consolidation policies and
programmes. In this way, a voluntary land consolidation approach can be
integrated into the land reform and land privatization process. Agreements of
selling and buying of land rights before they are distributed in physical parcels can
be facilitated as part of the local land reform process. The funds saved on
registration costs could be better spent on facilitating a land consolidation process
integrated into the privatization process. This could be a short-cut to building up
farm structures dominated by commercial family farms as it is the case in most
Western European countries. The process can be further supported by
government policies which in an integrated way address the local development
needs and constraints.
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PART 3

Land consolidation and land banking

Part 3 reviews the introduction of land management instruments such as land
consolidation and land banking introduced in the 25 study countries mainly to
address the structural problems in agriculture with land fragmentation and small
agricultural holding and farm sizes.

In Chapter 7, the introduction of land consolidation and land banking
instruments in the CEE countries after 1989 is reviewed and analyzed in a
comprehensive and systematic way and a full and updated overview is for the first
time provided. The study countries are segregated into three groups; i) those with
ongoing land consolidation programmes, ii) those where land consolidation
instruments have been introduced but not yet with an operational programme and
iii) those with little or no experience with land consolidation. The chapter is
technically cleared and published by FAO as Land Tenure Working Paper 26.

Chapter 8 explores the problems and possible solutions related to low land
mobility in a Central and Eastern European land consolidation context. First, the
limited theory on land mobility available is reviewed. Second, land mobility is
studied in three country cases (Moldova, Albania and Bosnia and Herzegovina).
Finally, the available tools to increase land mobility are discussed. The chapter is
a peer-reviewed paper published in Nordic Journal of Surveying and Real Estate
Research, Volume 10, Number 1, 2014.
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7.1  INTRODUCTION

The ongoing introduction of land consolidation and land banking instruments in
the countries in Central and Eastern Europe is sometimes described as a second
wave of land reform where the first wave is understood as the privatization of
collective and state farms after 1989.324 325 But, in fact, for most of the countries
these are the fourth or fifth land reforms that have occurred over the last century.
From this perspective, the first land reforms were often carried out between the
World Wars and often with the objective of supporting the development of family
farms. Immediately after the Second World War, many countries implemented
land reforms where land was confiscated from German owners and collaborators
during the war, as well as from large estates, and was distributed to the landless
rural population and to small family farms. From the early 1950s, the
collectivization process began in most of the countries, which can be seen as the
third land reform, and the land reforms that began in 1989 are thus the fourth
wave for many countries. In the last century, the countries of Central and Eastern
Europe have been through remarkable waves of transition and changes in living
conditions that are difficult to understand today, but which are important to bear
in mind when addressing the topic of land management instruments for
agricultural and rural development, such as land consolidation and land banking.

Some 25 years have passed since the Berlin Wall fell in 1989. Most countries of the
region have since gone through substantial land reform processes as a central
element in the transition from a centrally-planned economy towards a market
economy. During the 1990s, most countries conducted land reforms to privatize
state and collective farms and, in parallel, to build land administration systems.
The countries applied a variety of land reform approaches with the main methods
being the restitution of ownership to former owners and the distribution of
agricultural land in either physical parcels or land shares to the rural
population.326

In some countries, land reforms after 1989 have completely changed the farm
structures that existed during the socialist era while in other countries the farm

324 Van Holst, F., Eberlin, R. and Onega Lopez, F. (2014): LANDNET and land market issues
in Europe. Z{V - Zeitschrift fiir Geodéesie, Geoinformation und Landmanagement 3/2014,
p- 184.

325 Palmer, D., Munro-Faure, P. and Rembold, F. (2004): Land consolidation and rural
development in Central and Eastern Europe. ZfV - Zeitschrift fiir Geodiesie,
Geoinformation und Landmanagement 2/2004, p. 133.

326 Hartvigsen, M. (2013a): Land reform in Central and Eastern Europe after 1989 and its
outcome in the form of farm structures and land fragmentation. FAO Land Tenure
Working Paper 24.
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structures remain basically the same. As a result of the recent land reforms the
ownership of agricultural land has become fragmented to a medium or high extent
in all the countries except for Belarus, Ukraine and the Russian Federation. In
Poland and the ex-Yugoslavia, ownership of agricultural land is highly fragmented
but this is due to the continued existence of farm structures that existed prior to
the Second World War and generally it is not the outcome of recent land reforms.
With regard to land use fragmentation, the situation is much more nuanced. In
the seven countries (i.e. Albania, Armenia, Azerbaijan, Georgia, Hungary,
Moldova and Ukraine) that distributed agricultural land in physical parcels as the
main land reform approach, the result has been excessive land use fragmentation:
there is a large overlap between the ownership of agricultural land and land use as
most land is farmed by the owners in small-scale family farms and leasing of land
is not common.327 A high level of land use fragmentation is not characteristic in
the countries where restitution was the main land reform approach. However,
there are exceptions such as Romania and Bulgaria. Currently, in many countries
high levels of fragmentation of both landownership and land use have occurred.328

Governments have mostly recognized the need to address the structural problems
in agriculture of land fragmentation and small farm sizes. Land management
instruments such as land consolidation and land banking have been introduced.
Some countries, mainly among those that became members of the European
Union in 2004, have already had ongoing national land consolidation
programmes for several years. In a second category, land consolidation activities
have been introduced, often with international technical assistance through
donor-funded projects, but operational land consolidation programmes have not
yet been established. Finally, a third category of countries has so far had little or
no experience with land consolidation and land banking. Few comparative papers
exist on the introduction of land consolidation and land banking instruments in
the region during the last quarter of a century (e.g. Van Dijk, 2003329; Thomas,
200633°; Hartvigsen 2006331).

This paper reports the outcome of a recent study by the author and it
systematically reviews and analyses the experiences of introducing land
consolidation and land banking instruments in Central and Eastern Europe (see
figure 7.1).

327 Hartvigsen, M. (2013b): Land reform and land fragmentation in Central and Eastern
Europe. Land Use Policy 36 (2014), p. 334.

328 Tbid., p. 339.

329 Van Dijk, T. (2003): Dealing with Central European land fragmentation — A critical
assessment on the use of Western European instruments. Eburon.

330 Thomas, J. (2006): Attempt on systematization of land consolidation approaches in
Europe. Z{V - Zeitschrift fiir Geodaesie, Geoinformation und Landmanagement 3/2006.

331 Hartvigsen, M. (2006): Land consolidation in Central and Eastern European countries.
Conference paper for FIG Congress, Munich 2006.
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This paper thus provides a basis for answering research questions such as: What
have been the driving factors behind the introduction of land consolidation and
land banking in Central and Eastern Europe? What have been the key
approaches and elements in the land consolidation and land banking
instruments introduced in the region? What are the experiences and results with
the introduction of land consolidation and land banking in the region in relation
to the improvement of agricultural structures and the facilitation of rural
development?
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Figure 7.1: The coverage of the study in Central and Eastern Europe.

Section 7.2 describes the methodology employed in the study. In section 7.3, the
terminology is clarified and the Western European traditions with land
consolidation and land banking are briefly explained as a reference for the
subsequent analysis of the experiences of Central and Eastern Europe in sections
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7.4-7.6. In addition, section 7.3 deals with the policy recommendations provided
by international organizations, mainly FAO, in the field of land consolidation and
land banking. The countries of Central and Eastern Europe that already operate
ongoing land consolidation programmes are analysed in section 7.4, while section
7.5 deals with the cases where land consolidation has been introduced with
international technical assistance but where land consolidation programmes have
not yet been established. Section 7.6 addresses the countries with little or no
experience with land consolidation. Section 7.7 is about the regional dissemination
of knowledge on land consolidation and land banking initiated during the last 10-
15 years, mainly by FAO and LANDNET. Section 7.8 discusses the critique
expressed by a group of academics of state-led land consolidation programmes in
Central and Eastern Europe. Finally, section 7.9 provides the conclusions of the
study.

In other words, this paper is for some countries the story of the development from
the first small pilot towards a national programme. This is a development that is
seldom fast and straightforward but instead may have many detours as political
majorities and priorities shift along the way.

7.2 METHODOLOGY

The introduction of land consolidation and land banking instruments in Central
and Eastern Europe after the beginning of the transition from 1989 and onwards
has not been analysed before in a comparative and comprehensive way that
includes the entire region (see figure 7.1).

This paper divides the region into three categories: i) where there are ongoing land
consolidation programmes; ii) where land consolidation has been introduced but
there are not yet programmes; and iii) where there is little or no experience with
land consolidation (see table 7.1).

There is no clear definition of what should be in place before it can be said that
there is an ongoing land consolidation programme. Here, it is important to
distinguish between a programme and project. In this paper, the minimum
requirements for having a national land consolidation programme are understood
as the following five points:

1. Land consolidation, as a land management instrument, is embedded in
the overall land policy of the country.

2. Alegal framework for land consolidation has been adopted (usually in
the form of legal provisions and detailed regulations).
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3. Alead public agency for land consolidation has been established and
delegated to manage and run the national land consolidation
programme.

4. Secure funding on an annual basis allows the lead agency to plan
activities for at least two to three years ahead.

5. Technical and administrative capacity has been developed to implement
land consolidation projects in the field and to manage the programme.

Ongoing land Introduction of land | Little or no land
consolidation consolidation but consolidation
programmes not yet a programme | experience
Poland Estonia Montenegro
Czech Republic Latvia Georgia
Slovakia Hungary Azerbaijan
Eastern Germany Romania Russian Federation
Slovenia Bulgaria Ukraine
Lithuania Serbia Belarus
Croatia
FYR of Macedonia
Kosovo
Bosnia and
Herzegovina
Albania
Moldova
Armenia

Table 7.1: Initial categorization of Central and Eastern Europe according to the experience
with land consolidation.

In this paper, a national land consolidation programme is considered to be in place
only when all five requirements are met. These requirements are used in the
analysis in sections 7.4-7.6.

The work process of the study is illustrated in figure 7.2. In the first stage, desk
studies of all available documents for the region were conducted. These include a
variety of different documents, such as peer-reviewed journal papers, conference
papers and presentations, project reports, government programmes as well as
programme and project evaluations. An important source of information is the
proceedings of the 15 regional FAO and LANDNET workshops on land

206



7. EXPERIENCES WITH LAND CONSOLIDATION AND LAND BANKING IN CENTRAL AND EASTERN
EUROPE AFTER 1989

consolidation, land banking and improved land management that have been held
during 2002-2014, the most recent being in Belgrade in June 2014.332
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Figure 7.2: Work process of the study

The level of written documentation on the introduction of land consolidation and
land banking varies considerably, with much information being available from
countries such as Poland and Lithuania and little information available in English
for Eastern Germany and the Czech Republic. For obvious reasons, very little
information exists for the countries that have little or no experience with land
consolidation and land banking instruments.

In a second stage of the research, a draft land consolidation overview sheet was
prepared for each country based on the initial desk studies. In this process, the
author drew extensively on his working experience from participating in projects
and workshops in the region.333 The intention of preparing the overview sheets
was to collect similar and consistent information to allow for a comparative
analysis of the three categories, i.e. ongoing land consolidation programmes;
introduction of land consolidation but not yet programmes; and little or no
experience. As an example, the land consolidation overview sheet for Lithuania is
included as annex 7.1.

In the third stage of the study, two to four key persons with special insight and
experience with the topics studied were identified in each country. The selection
of key persons was highly dependent on the stage of introduction of land
consolidation and land banking as well as on the local organization of programmes
and preparatory works. One of the key persons was often a senior official from the
Ministry of Agriculture or similar central state institution either currently
responsible for the ongoing land consolidation programme or from an institution

332 Proceedings from all FAO and Landnet regional workshops are available at:
http://www.fao.org/europe/activities/land-tenure/landconscee/en/

333 The author has participated in technical assistance projects on land consolidation, land
management and rural development in Lithuania, Armenia, Moldova, Hungary, Croatia,
Albania, Bulgaria, Bosnia and Herzegovina, the FYR of Macedonia and Kosovo, and
participated in most of the FAO — LANDNET workshops.

207



EXPERIENCES WITH LAND CONSOLIDATION AND LAND BANKING IN CENTRAL AND EASTERN
EUROPE AFTER 1989

expected to be responsible for a programme in the future. Another group of key
persons were project managers and lead consultants involved in technical
assistance projects. Finally, representatives from academia with an interest in the
research topics were selected as key persons.

To the extent possible, semi-structured qualitative research interviews were
conducted with the key persons using the draft overview sheets as interview
guidelines.334 All the interviewees are, in one way or another, experts on the
research topics. The interviewer was knowledgeable about the topics of concern
and had mastered the technical language and it was thus feasible for the
interviewer to challenge the statements of the interviewees with provocations,
possibly leading to new insights.335 Naturally, the selection of only two to four key
persons from each of the localities of interest in the region represents a source of
error and the interviewees may have personal or institutional interests that affect
how they answer the questions. The main objective of conducting the interviews
was to verify the information in the draft overview sheets that had been prepared
following the desk studies of available documents, and to close the gaps where no
written information was available in English. Also, the interviews were
particularly important for obtaining information on the most recent
developments, which is often not documented in writing. In total, 29 interviews
with 41 key persons were carried out between January and October 2014 using
different interview techniques.33¢ Interviews were mainly conducted as either face-
to-face interviews or using Skype with video, and a few interviews were held by
telephone when Skype was not technically possible or as a series of emails with
questions and answers. At the initial stage of the interviews, the interviewer set
the interview stage by introducing the purpose of the interview and briefing the
interviewee on the research for which the interview was a part.337

All interviews were recorded. The list of key persons and interviews is included in
annex 7.2. After each interview, a summary of the interview was prepared based
on the recording. After the interviews, the relevant draft land consolidation
overview sheet was revised and sent to the interviewees and other key persons for
review and validation where needed. Where necessary, the face-to-face and Skype
interviews were supplemented by follow-up questions using emails. In total more
than 550 emails were exchanged with the key persons during the study. After
interviews and review by the key persons, final versions of the land consolidation

334 Kvale, S. and Brinkmann, S. (2009): Interviews — Learning the craft of qualitative
research interviewing, p. 130-134.

335 Ibid., p. 147.

336 Opdenakker, R. (2006): Advantages and disadvantages of four interview techniques in
qualitative research. FQS — Forum: Qualitative Social Research, Vol. 7, No. 4, Art. 11,
September 2006.

337 Kvale, S. and Brinkmann, S. (2009): Interviews — Learning the craft of qualitative
research interviewing, p. 128-130.
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overview sheets were prepared and they served as the basis for writing this paper.
Finally, the overview sheets and the sections on the implementation of land
consolidation have been the basis for the comparative analysis. Each step on the
working process illustrated in figure 7.2 has been validated.

The aim of the study, as mentioned, has been to provide a comparison on the
implementation of land consolidation and an overview of the “big picture”. It has
not been to describe and analyse the land consolidation and land banking
instruments and their implementation in detail.

Discussion of land consolidation and land banking instruments, both in Central
and Eastern Europe and in general, easily leads to a discussion of closely-related
issues including land administration, land market development and rural
development. These and other similar issues are included in the analysis and
discussions but only from the perspectives of land consolidation and land banking.
Finally, it has not been within the scope of the overall study and this paper to
evaluate the impact of land consolidation and land banking efforts in Central and
Eastern Europe in terms of increased productivity and competitiveness of
participating agricultural holdings and farms.

7.3 INSTRUMENTS TO ADDRESS LAND FRAGMEN-
TATION AND ENLARGE AGRICULTURAL HOLDINGS

In this section, the central terminology is discussed before the analysis in
subsequent sections of the experiences with land consolidation and land banking
in Central and Eastern Europe. Second, the land consolidation traditions and
approaches in three Western European countries (the Netherlands, Germany and
Denmark) are briefly presented. These three countries are chosen partly because
they represent the most common models of land consolidation and their variety
that have been applied throughout Western Europe, and partly because most
donor-funded projects that provided technical assistance on land consolidation
and related issues to Central and Eastern Europe within the last 20 years have
employed land consolidation experts from these three countries. Hence, the
country descriptions are used subsequently as a reference for the analysis of the
land consolidation and land banking experiences in Central and Eastern Europe.
Third, the policy recommendations provided by international organizations,
mainly FAQ, in the field of land consolidation and land banking are described in
order to serve also as a reference for the analysis of the experiences in Central and
Eastern Europe.
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7.3.1 DEFINITIONS AND TERMINOLOGY

The first central term is land reform, which can be seen as an umbrella for the
terms discussed below. Land reform is a term that is interpreted in a variety of
ways depending on the context within which it is applied.338 Land reform can lead
to restoring land rights, creating new rights or redistributing existing rights,
including through land consolidation.

Various approaches to land consolidation are applied throughout Europe and the
term land consolidation is often used to describe different traditions and
procedures without adequate definitions.339 As a consequence, a commonly
accepted definition of land consolidation does not exist. Both among experts and
decision-makers there is a natural tendency to understand the term in the way it
is used in their own countries. At one end of the scale, the term covers
comprehensive land consolidation, as in Germany where land consolidation is a
central part of fully integrated compulsory large-scale infrastructure and rural
development projects. At the other end of the scale, land consolidation is often
used in countries of the former Soviet Union as being synonymous for the
amalgamation of adjacent parcels in normal bilateral land market transactions.

In this paper, land consolidation is understood in general as it has been described

by FAO:
Land consolidation is a term used broadly to describe measures to adjust
the structure of property rights through co-ordination between owners
and users. Land consolidation involves the reallocation of parcels to
remove the effects of fragmentation but the term goes well beyond these
actions. Land consolidation has been associated with broad economic and
social reforms from the time of its earliest applications.34°

Land consolidation is more than the outcome of normal land market transactions
agreed between a few private landowners. Land consolidation is carried out
through a project and connected with a certain geographical area (i.e. the project
area) in which the project is conducted. The outcome of land consolidation is the
result of a planning process facilitated by land professionals and with the active
involvement of the landowners and other stakeholders in the project area. The
outcome of the planning process is the re-allotment plan displaying the new layout
of land parcels and connected ownership after the land consolidation project. In

338 UNECE (2005): Land Administration in the UNECE Region — Development trends and
main principles, p. 5.

339 Hartvigsen, M. (2014a): Land mobility in a Central and Eastern European land
consolidation context. Nordic Journal of Surveying and Real Estate Research. Volume 10,
Number 1, 2014, p. 26.

340 FAO (2004a): Operations manual for land consolidation pilot projects in Central and
Eastern Europe. FAO Land Tenure Manuals no. 1, p. 1.
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the literature, this understanding of the term “land consolidation” is sometimes
also described as “formal land consolidation”, as opposed to “informal land
consolidation” which describes arrangements from the coordination of the use of
contiguous parcels either through informal leasing or exchange agreements or
through formal voluntary land transactions between a small group of landowners
(i.e. normal land market transactions).34# Also the term “state-led land
consolidation” is sometimes used in the literature for land consolidation projects
implemented under national land consolidation programmes (see section 7.8).

The term land mobility is central for the outcome and success of land
consolidation in a voluntary approach but also for compulsory projects where land
is taken out of production for public needs. The term has been defined as “the
coordinated extent of re-structuring of land rights through sale, purchase,
exchange or lease from one owner to another, as it proves possible during the re-
allotment process”.342

In addition, the term land banking is used with different understandings in
different European countries and is often synonymous with the term “land fund”.
In Galicia in Spain, the land bank (i.e. BanTeGal) facilitates lease agreements
between landowners and farmers.343 In Denmark, the state land bank under the
Ministry of Food, Agriculture and Fisheries supports the implementation of land
consolidation projects through a voluntary approach by first purchasing
agricultural land from private owners who are willing to sell under normal market
conditions before starting a land consolidation project, and second by holding the
land temporarily and often exchanging it with landowners in the land
consolidation project who are asked to sell land for a nature restoration project.
The main objective is thus to increase land mobility and make the implementation
of the land consolidation project easier and to ensure better results.

In this paper, the term land bank is understood as in the Dutch, German and
Danish cases (see section 7.3.2) as an often state / public institution with the
delegated mandate to purchase land in rural areas from private owners, hold it
temporarily and sell it again, often in land consolidation projects in order to fulfil
its objectives. Thus, land banking is a tool to increase land mobility and ensure a
better outcome of land consolidation projects. For the paper, a land fund is
understood as the institutional and organizational framework for the regular
management of state- or publicly-owned agricultural land.

341 Van Dijk, T. (2003): Dealing with Central European land fragmentation — A critical
assessment on the use of Western European instruments. P. 58-60.

342 Hartvigsen, M. (2014a): Land mobility in a Central and Eastern European land
consolidation context. Nordic Journal of Surveying and Real Estate Research. Volume 10,
Number 1, 2014, p. 26.

343 Onega Lopez, F. (2009): The Land Bank of Galicia. Powerpoint presentation from
workshop on land tenure and land consolidation in Santiago de Compostela, Galicia, Spain.
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7.3.2 LAND CONSOLIDATION AND LAND BANKING IN WESTERN EUROPE

Most Western European countries have a long-lasting land consolidation
tradition. During the decades after the Second World War, land consolidation
instruments were important elements in state policies to support agricultural
development through the reduction of land fragmentation and the facilitation of
the enlargement of productive farms. At the same time, land consolidation was
used in connection with large state-supported land reclamation and drainage
projects, which also had the objective of agricultural development. From the
1980s, the objectives have gradually shifted in most countries to those of a tool for
implementation of publicly-initiated projects (such as on nature restoration,
environment, flood protection and infrastructure) and, in some countries, to
support comprehensive and integrated rural development projects.

In this section, the land consolidation traditions and approaches in the three
Western European countries, the Netherlands, Germany and Denmark, are briefly
presented in order to provide a reference for the analysis of the introduction of
land consolidation and land banking in Central and Eastern Europe in sections
7.4-7.6.

The Dutch land consolidation tradition

The first land consolidation law entered into force in the Netherlands in 1924.
Since then, more than 500 land consolidation projects, including almost 1.4
million ha, have been implemented.344 In addition, some hundreds of thousands
of hectares have been consolidated through voluntary land exchange projects.
Since the amendment of the legal framework in 1985, the broader term “land
development” has been used to describe land consolidation in an integrated rural
development approach. In 2007, a new land consolidation law was adopted which
has resulted in substantial changes in procedures and the distribution of
responsibilities.

After the Second World War, the interest for land consolidation and the number
of projects increased. At the time, the main objective of the projects was local
agricultural development through the re-allotment of parcels and the
improvement of rural infrastructure, such as new or improved rural roads and
watercourses. Also, land consolidation was an integrated element in the large-
scale land reclamation projects of the polder areas. Land consolidation is
implemented using two main approaches: compulsory land consolidation and
voluntary land exchange.

344 Leenen, H. (2014): Land development in the Netherlands. ZfV - Zeitschrift fiir
Geodiesie, Geoinformation und Landmanagement 3/2014.
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In the compulsory projects implemented according to the Land Development Law,
the land consolidation plan (i.e. re-allotment plan) originally needed the approval
of the majority of landowners in the project area and with the majority of the land
area as well, thus resulting in the possibility of a minority of landowners being
forced to participate in the project. Now the decision of approval is up to the
provincial parliaments. Land development starts with the drafting of a land
development plan that includes all measures and facilities to be implemented in
the project area. A land consolidation commission, appointed by the provincial
government and representing all stakeholder groups, is responsible for the
implementation of the development plan with support of the Cadastre, Land
Registry and Mapping Agency (Kadaster) and the Government Service for Land
and Water Management (DLG). The plan is approved by the provincial
government after a participatory process involving all stakeholder groups and with
an appeals procedure. During the 1970s and the beginning of the 1980s,
traditional land consolidation projects with the objective of agricultural
development faced resistance from both farmers and environmental
organizations.345 As a consequence of the lengthy re-allotment process and many
appeals, the duration of the projects was often more than 10 years.

With the land development law in 1985, the objective changed from mainly
agricultural development to multi-purpose objectives in an integrated planning
and implementation approach. In principle, each participant in the re-allotment
process (i.e. a landowner in the project area) has the right to receive land of the
same type, quality and value as was brought into the project. When the re-
allotment process is applied for implementation of nature restoration, landscape
improvement or publicly-initiated changes in water management (e.g. for flood
protection), the Bureau of Agricultural Land Management (BBL) has the function
of a public land bank and purchases land from private owners on a voluntary basis;
this land is then brought into the re-allotment process to compensate for the
agricultural land taken out of production.

The voluntary land exchange in the Netherlands is based on private initiative and
is legally defined as a process involving at least three landowners. During the
1960s and 1970s, in comparison to the volume of the compulsory land
consolidation projects the voluntary land exchange projects were of little
importance, with less than five percent of the land consolidated through this
approach each year.34¢ However, this has changed and from the 1990s the

345 Van Dijk, T. (2003): Dealing with Central European land fragmentation — A critical
assessment on the use of Western European instruments. P. 102.
346 Tbid. P. 105-106.
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voluntary approach of land exchange has become more popular than compulsory
land consolidation.347

In 2007, the new land consolidation law resulted in the transfer of responsibility
for land development from the central Government to the provincial governments.
At the same time, the re-allotment process was simplified with the intention to
speed up the process and reduce the duration of projects to three to four years in
compulsory projects.348 Also the size of project areas was reduced from often
5,000 to 10,000 ha to a maximum of 1,500 to 2,000 ha. The law still provides for
the right to use up to a maximum of five percent of the land of the participants for
realizing public goals such as roads, waterways, nature, and recreation areas.
Furthermore, the law gives the possibility for expropriation.

The latest development in the Dutch land consolidation tradition is a participatory
re-allotment process developed by the Kadaster, DLG and the farmers’
organizations. Landowners, farmers, other stakeholders and public institutions
with an interest in land development in the project area are invited to participate
in group discussions on the building up of the re-allotment plan by themselves.349
Together the stakeholders develop the re-allotment plan with the facilitation of
land consolidation professionals. The new voluntary projects have a duration of 6-
12 months. The project size ranges from 400-2,000 ha. The new approach is
applied in both voluntary land exchange projects and compulsory land
consolidation projects.

The German land consolidation tradition

The German land consolidation tradition is more than 150 years old.35° In Western
Germany, modern land consolidation developed in the decades after the Second
World War. In Eastern Germany, land consolidation was reintroduced after the
German reunification in 1990. Land consolidation in Eastern Germany is
addressed in section 7.4.5.

Since the 1970s, the focus of implementing land consolidation in Germany has
shifted from a specific agricultural farm-focused instrument to an instrument that
is likely to cover public demand in land and solve land use conflicts.35' Over the

347 Leenen, H. (2014): Land development in the Netherlands. Z{V - Zeitschrift fiir GeodZesie,
Geoinformation und Landmanagement 3/2014, p. 169.

348 Email from Jan van Rheenen in October 2014.

349 Louwsma, M. et al. (2014): A new approach: Participatory land consolidation. Paper
presented at FIG Congress in Kuala Lumpur.

350 Thomas, J. (2004): Modern land consolidation — recent trends on land consolidation in
Germany. Paper from FIG symposium on modern land consolidation, Volvic, France p. 5.
35t Drees, A. and Siinderhauf, R. (2006): Land consolidation as a tool for flood prevention.
Paper for FIG congress in Munich, p. 6 and Thomas, J. (2006). Attempt on systematization
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last decades, objectives have shifted from agricultural development and
infrastructure projects to nature protection, and land consolidation today is often
used as a tool for integrated rural development where several aims are pursued at
the same time.

Land consolidation activities are organized at the state (Ldnder) level with the
Ministry of Agriculture being the main responsible authority. All German Lénder
have established a state Land Consolidation Authority which implements the
projects and an Upper Land Consolidation Authority which is responsible for the
approval of land consolidation projects and for coordinating land consolidation
activities. Land consolidation is funded as measures under the Rural Development
Programmes (RDP) at the Lénder level. In 2002, around 7,000 land consolidation
projects were under implementation in Germany, covering in total 3.1 million
ha.3s2

Land consolidation in Germany is a tool where planning and implementation are
closely connected to each other through, first, the preparation of a “Plan for
Common and Public Facilities” and then the subsequent re-allotment of parcels in
the project area.353

Land consolidation in Germany is regulated by the federal Land Consolidation
Act. According to the law, five types (instruments) of land consolidation can be
applied: i) Comprehensive land consolidation; ii) Voluntary land exchange; iii)
Accelerated land consolidation; iv) Simplified land consolidation; and v) Land
consolidation in case of permissible compulsory acquisition.354

Voluntary land exchange is the simplest and fastest instrument. The voluntary
land exchange projects can be implemented with the participation of only two
participants. In case of more than two applicants, the landowners use a “mediator”
to facilitate the re-allotment planning. It is not usual to involve many landowners
in voluntary land exchange projects but to work with the initiators only. The
objectives for voluntary land exchange projects, according to the law, can be only
i) improvement of the agricultural structure; and ii) nature protection issues in
relatively small and simple projects. Where only a few farmers are affected by a

of land consolidation approaches in Europe. ZfV - Zeitschrift fiir Geodiesie,
Geoinformation und Landmanagement 3/2006, p. 156.

352 Thomas, J. (2004): Modern land consolidation — recent trends on land consolidation in
Germany. Paper from FIG symposium on modern land consolidation, Volvic, France p. 6.
353 Thomas, J. (2014): Safeguarding real property rights and rational use by conflicting
private and public interests — The German approach. Geodetski Vestnik Vol. 58, No.
4/2014, p. 534.

354 Thomas, J. (2014): Safeguarding real property rights and rational use by conflicting
private and public interests — The German approach. Geodetski Vestnik Vol. 58, No.

4/2014, p. 535.
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nature project they are offered land in compensation of equal value through a
voluntary land exchange project.

Comprehensive land consolidation is often a core element in planned, integrated
rural development. In some parts of the project area, the scattered and poorly-
shaped parcels are consolidated to improve agricultural production conditions. In
other parts of the project area, a publicly-initiated change in land use is
implemented, for example, in connection with nature restoration and flood
protection projects or infrastructure projects. Land consolidation is implemented
as an alternative to expropriation.sss Also the two types, simplified land
consolidation and land consolidation in case of permissible compulsory
acquisition are comprehensive instruments applied in an integrated planning
process.

While the voluntary land exchange is naturally voluntary, the four other types of
land consolidation are compulsory and implemented when a project is approved
by the Upper Land Consolidation Authority.35¢ Germany has no specific threshold
(i.e. percentage) for beginning and approving land consolidation projects. Land
consolidation projects begin only after specific initiatives from farmers, nature
authorities, NGOs or others and they must be in line with regional or local
development strategies. When a project is approved by the Upper Land
Consolidation Authority, participants may appeal against the re-allotment plan,
which is then revised.

There is a large variation in the length of land consolidation projects in Germany
depending on which type is applied and also on the objectives in the specific
projects. Often delays are caused by appeals: some projects can take 10-15 years
while others are implemented in only 2-4 years.

Land banking is applied by the land consolidation authorities in connection with
land consolidation where land from private owners is purchased by the land
consolidation authorities before the land consolidation project and is sold again in
the project.

355 ARGE Landentwicklung. (2012): Guidelines for rural development. Prepared by Bund —
Liander — Task Force for Sustainable Rural Development, p. p. 23.

356 Thomas, J. (2006): Attempt on systematization of land consolidation approaches in
Europe. ZfV - Zeitschrift fiir Geodaesie, Geoinformation und Landmanagement 3/2006, p.

157.
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The Danish land consolidation tradition

The Danish land consolidation tradition has its roots in the land reform launched
in the 1780s.357 The first “modern” land consolidation law was adopted in 1924.
Until 1990, land consolidation was used as an instrument for agricultural
development (i.e. mainly through the reduction of land fragmentation and the
increase in agricultural holding sizes but it was also used in connection with land
reclamation projects). In 1990, the objective of implementing land consolidation
was broadened and made multi-purpose. The preamble of the land consolidation
law explicitly states that the objective is to contribute to both agricultural
development and the implementation of nature and environmental projects, and
in addition to provide land as compensation for agricultural holdings affected by
such projects.

Participation in land consolidation projects is completely voluntary for the
landowners and farmers in the project area. This, however, does not mean that
landowners are not forced sometimes to give up land for public projects for nature
restoration or infrastructure. In case the landowners refuse to participate in a
voluntary land consolidation project implemented in connection with nature or
infrastructure projects, they may end up having their land rights expropriated
according to other legislation. Hence, land consolidation is an instrument to offer
additional land in exchange to the landowners and farmers who need the area for
their agricultural production as an alternative to compensation in money. The
Danish land consolidation procedure today is basically the same as the system that
was introduced in 1955. A committee of stakeholders, elected by the participants
at the public launch meeting, plays an important role in the re-allotment planning,
e.g. in the valuation process. The final draft re-allotment plan is approved at a
public meeting through a judgment by the land consolidation commission, chaired
by a district judge.

The Danish land bank system was established in 1919 as a tool for an active land
policy, with the main objective to support the establishment of new commercial
family farms. Since 1990, the state land bank, managed by the Ministry of Food,
Agriculture and Fisheries, has played an essential role in supporting the land
consolidation projects being implemented in connection with publicly-initiated
projects on nature restoration, often defined by European Union (EU) regulations
such as the Water Framework Directive and the Natura 2000 Directive. Before the
land consolidation project is initiated, the land bank purchases, through normal
market conditions, land in and around the area that is planned to be affected by
the nature project. The land bank then sells the land as part of an agreement

357 Hartvigsen, M. (2014b): Land consolidation and land banking in Denmark — tradition,
multi-functionality and perspectives. Danish Journal of Geoinformatics and Land
Management, Year 122, Vol. 47, 1-7 (2014).
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during the project to the landowners and farmers who are affected by the nature
project.

Since 1990, the combination of land consolidation and land banking instruments
have proven to be essential in the process of reaching voluntary agreements with
the landowners affected by nature projects. Public funding of the traditional land
consolidation projects, with agricultural development as the main objective, was
discontinued in 2006. Land consolidation projects with the objectives of nature
restoration are funded as a measure under the RDP with EU co-financing and with
all costs being paid for the participants. Other land consolidation projects are
implemented in connection with ground water protection or infrastructure
projects and these projects are fully funded by the initiator, e.g. a municipality or
public water supply company. The volume of the Danish land consolidation
programme has been reduced by more than half compared to previous decades
after the funding of the traditional projects was stopped.

7.3.3 POLICY RECOMMENDATIONS BY FAO

In the late 1990s, land fragmentation and land consolidation re-appeared on the
agenda, this time in the context of Central and Eastern Europe, and FAO started
to document and address problems in this area. The Munich Symposium in 2002
was a milestone in the process and the first of 15 regional workshops held to date
on land consolidation, land banking and related topics. The common
understanding since then has been that fragmentation and small farm sizes has
meant that agrarian structures in many Central and Eastern European countries
are unsuitable for today’s Europe and the globalizing economy.358 Land
consolidation is recommended as part of an integrated, participatory and
community-driven approach to rural development. While the land consolidation
experiences of Western Europe are valuable, transition countries should develop
their own land consolidation instruments based on local preconditions and the
funds available.

During the last decade, FAO has prepared and published three technical
publications to give guidance for land consolidation activities in Central and
Eastern Europe:

1. “The design of land consolidation pilot projects in Central and Eastern
Europe”. FAO Land Tenure Studies 6 (2003).

2. “Operations manual for land consolidation pilot projects in Central and
Eastern Europe”. FAO Land Tenure Manuals 1 (2004).

358 Palmer, D., Munro-Faure, P. and Rembold, F. (2004): Land consolidation and rural
development in Central and Eastern Europe. ZfV - Zeitschrift fiir Geodéiesie,
Geoinformation und Landmanagement 2/2004.
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3. “Opportunities to mainstream land consolidation in rural development
programmes of the European Union”. FAO Land Tenure Policy Series 2
(2008).

The objective of the first publication is to support those who are involved with the
design of land consolidation pilot projects in Central and Eastern Europe with
general guidelines as to how each country could develop its own approach based
on local preconditions. Principles of modern land consolidation are enhanced and
it is recommended to not only improve the primary production of agricultural
products but also to improve rural livelihoods through an integrated local rural
development approach in a participatory and community-driven process.359
Furthermore, the publication recommends the development of a national land
consolidation strategy. Finally, guidance is given on what should be considered in
a land consolidation pilot project.

The second publication goes a step deeper and provides guidance to project
managers and others directly involved on what to consider for each of the steps in
the implementation of a land consolidation pilot project.

The third publication is focused on the financial side and provides guidance on
how to secure funding for land consolidation from the EU co-financed Rural
Development Programmes in the EU member countries, the available support
measures for EU candidate and potential candidate countries, and finally the
available but limited support for European Neighbourhood countries.

In addition, in 2004 FAO published “A short introduction to micro-regional
planning” which supports community-led development initiatives, also in
connection with land consolidation projects.36°

Finally, the “Voluntary guidelines on the responsible governance of tenure of land,
fisheries and forests in the context of national food Security” were endorsed by the
Committee on World Food Security (CFS), the United Nations’ forum for policies
concerning world food security, in May 2012 after a lengthy consultation process
involving all relevant stakeholder groups in all continents. Since then,
implementation of the guidelines has been encouraged by G20, Rio+ 20, United
Nations General Assembly and Francophone Assembly of Parliamentarians.36

359 FAO (2003): The design of land consolidation pilot projects in Central and Eastern
Europe. FAO Land Tenure Studies 6, p. 13.

360 Schmidt-Kallert, E. (2004): A short introduction to micro-regional planning. FAO.

361 FAO website: http://www.fao.org/nr/tenure/voluntary-guidelines/en/
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The guidelines include a section on land consolidation and land banking.3¢2 In
section 13.1 it reads: Where appropriate, States may consider land consolidation,
exchanges or other voluntary approaches for the readjustment of parcels or
holdings to assist owners and users to improve the layout and use of their parcels
or holdings, including for the promotion of food security and rural development
in a sustainable manner. Thus, the objective of land consolidation is both on
increased productivity and on sustainable rural development. Land banking is
addressed in section 13.2: Where appropriate, States may consider the
establishment of land banks as a part of land consolidation programmes to
acquire and temporarily hold land parcels until they are allocated to
beneficiaries. Land banking is mainly understood as a tool to support land
consolidation programmes.

7.4 EXPERIENCES WITH LAND CONSOLIDATION AND
LAND BANKING IN ONGOING PROGRAMMES

The first category comprises seven countries that have ongoing national land
consolidation programmes, where a programme is defined as all five requirements
mentioned in section 7.2 being in place. Two of the seven countries have already
had a land consolidation programme running for several decades, in Poland from
the 1920s and in Slovenia from the 1950s. In three of the seven (i.e. Czech
Republic, Slovakia and Eastern Germany), land consolidation instruments and
programmes were established at the beginning of the 1990s, shortly after the
political changes in 1989. Of the remaining two countries, Lithuania has developed
a programme starting from the beginning in 2000, and Serbia has gone through a
process of modernizing the land consolidation instrument applied before 1990.

Section 7.4 analyses the experiences with land consolidation and land banking in
these seven countries with ongoing land consolidation programmes and discusses
the lessons that can be learned.

7.4.1 POLAND

Poland has a land consolidation tradition going back as long as most countries in
Western Europe. The first land consolidation law was adopted in July 1923 after
Poland regained independence in 1918.363 The main objective was to reduce land
fragmentation, as was the case with the equivalent laws that were adopted in both
the Netherlands and Denmark in 1924 (section 7.3.2).

362 FAO (2012a): Voluntary guidelines on the responsible governance of tenure of land,
fisheries and forests in the context of national food security, p. 23-24 (Section 13).

363 Markuszewska, 1. (2013): Land consolidation as an instrument of shaping the agrarian
structure in Poland: A case study of the Wielkopolskie and Dolnoslaskie Voivodships.
Quaestiones Geographicae 32(3), p. 56.
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The collectivization process in Poland after the Second World War, when the
communist government took power, largely failed and as much as 75 percent of
the agricultural land remained in private ownership as well as in private use in
individual family farms.364 The level of fragmentation, both of landownership and
land use, is rated as medium to high and is especially high in the southern and
eastern provinces of the country. However, the origin of land fragmentation is not
so much with the recent land reform but rather with the historical ownership
structure, including that created by the land reform following the Second World
War.365

During the period of 1945-1998, land consolidation was implemented on an area
of 10 million ha with a large variation over the years, with the highest area being
430,000 ha consolidated in 1978 and the lowest being 10,000 ha after 2000.366

Poland received technical assistance for modernizing its land consolidation
instrument as part of the preparation for EU accession. The first project
“Improving land consolidation system” was funded under the EU PHARE pre-
accession programme and implemented during 1996-1997 by DLG and ILIS of the
Netherlands.3¢7 368 The objective of the project was to develop the land
consolidation activities towards a broader integrated approach and included two
pilots, policy advice and development of a GIS system.

The second international project on land consolidation “Support to institutional
building for rural development in pilot regions in Poland (IBRD)” was
implemented during 2003 by ETC and DLG of the Netherlands together with LSR
of Poland.3%9 The project was funded by the bilateral Dutch development funds
under the MATRA pre-accession programme. The project had two main
components: i) rural development; and ii) land development. The rural
development component focused on the introduction of the Leader+ approach and
the land development approach focused on land consolidation. In this component,

364 Hartvigsen, M. (2013a): Land reform in Central and Eastern Europe after 1989 and its
outcome in the form of farm structures and land fragmentation. FAO Land Tenure
Working Paper 24, p. 15-17.

365 Hartvigsen, M. (2013b): Land reform and land fragmentation in Central and Eastern
Europe. Land Use Policy 36 (2014), p. 334 & 339.

366 Kozlowski, J. and Zadura, A. (2007): Land consolidation and exchange works in Poland:
Statute, experiences and priorities. Paper presented at FAO regional land consolidation
workshop in Prague.

367 DLG (2000): Improving land consolidation system. Project fact sheet & European
Commission (1999): An evaluation of PHARE financed agricultural reform programmes
in the candidate member states — Final report. Prepared by FAI Ltd. /ADE for the EC.

368 European Commission (1999): An evaluation of PHARE financed agricultural reform
programmes in the candidate member states — Final report. Prepared by FAI Ltd. /ADE
for the EC.

369 ETC-DLG-LSR (2005): Support for institution building in rural development in pilot
regions in Poland — Completion Report.
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support was provided to the adjustment of the institutional framework,
introduction of procedures for environmental impact assessment (EIA), and two
land consolidation pilots were implemented in southeastern Poland (Gminas
Grodzisko Dolne and Potok Gorny). The outcome was that local stakeholders in
the two pilots prepared and applied for land consolidation projects in the
communities. However, the land consolidation pilots were implemented after the
finalization of the Dutch project.

Land consolidation in Poland follows a compulsory approach similar to the
traditional approach of the Netherlands and Germany (see section 7.3.2). In
principle, all land in the project area is consolidated and a minority of landowners
may be forced into the re-allotment plan. Projects are initiated after formal
requests by local landowners. If more than 50 percent of the landowners,
representing more than 50 percent of the project area, vote for the implementation
of the project, an application for a land consolidation project is submitted to the
Head (Starosta) of the county (Powiat).37° If the project application is approved,
a public meeting is organized and a land consolidation commission is elected. A
tender for the execution of the planned construction works (e.g. new field roads)
takes place. Land valuation is conducted and the valuation plan must be approved
by at least 75 percent of the participants, with at least 50 percent of participants
being present.37! A re-allotment plan is then prepared by the Bureau of Geodesy in
consultation with the land consolidation committee.372 In principle, the
participants receive land of the same value as they join the project (within + 3
percent) but selling and buying can be included after requests of the
participants.373 However, this option is not promoted much and could be used
more frequently.

The re-allotment plan must be made public and participants may appeal within
14 days from the date that the plan is presented.374 The project is approved by the
head of the Powiat if the majority of participants do not appeal against the
developed re-allotment plan.37s

Agricultural development through the reduction of landownership fragmentation
and the improvement of rural infrastructure has always been the main objective
ofland consolidation in Poland. Land consolidation often led to loss in biodiversity

370DLG (2005a): Technical report on the institutional aspects of land development in
Podkarpackie Province, Poland, p- 10-11.

371 Polish land consolidation law § 13.

372 DLG (2005b): Pilot projects land consolidation Grodzisko Gérne and Grodzisko Dolne,
Podkarpackie Province, Poland - Technical report, p. 7-8.

373 Polish land consolidation law § 8.

374 Ibid. § 24.

375 Ibid. § 27.
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and landscape degradation, especially before 1990.37¢ After EU accession in 2004
and criticism of land consolidation resulting in the loss of biodiversity, some
attempts towards a more multi-purpose approach have been developed. In 2008,
procedures for environmental impact assessments (EIA) of land consolidation
projects were introduced. According to the 2010 Governmental Regulation “On
processes that may impact the environment”, an environmental pre-study (i.e. EIA
screening) is conducted when the land consolidation project area exceeds 100 ha
(or 10 ha in a nature protection area).37” The pre-study often leads to a revision of
the land consolidation project. EU accession has made land consolidation more
“friendly” to nature and the environment by introducing an EIA as a safeguard.s”8

Land consolidation in Poland is still not an integrated part of the rural
development process as is known in Germany and the Netherlands or in the Czech
Republic (see sections 3.2 and 4.3), and the potential for multiple purposes is not
used. The legal framework does not support an integrated approach. However,
there are examples in recent projects of a more multi-purpose approach being
used, which may allow the projects to be used also as a tool for improvement of
landscape, nature and environment.379 Land consolidation is sometimes applied
in connection with large infrastructure projects, such as the construction of new
highways, but it is not yet used as an instrument to actively restore nature,
environment and landscapes. Land consolidation in the future could provide an
opportunity to create diverse landscapes with conditions for the multi-purpose
development of rural areas.38°

It is often a lengthy process to get enough support from local landowners to apply
for land consolidation projects.38! This typically takes up to three years. The length
of the projects after approval of the application is on average around four years
including registration.382 The experience is that it is much easier to get sufficient
support in villages close to where there have been recent successful projects.

The Ministry of Agriculture and Rural Development (Department of Land
Management) is responsible for running the national land consolidation
programme. Until 1998, the Ministry was directly responsible also for the
implementation of land consolidation projects. The head of the Powiat is

376 Kupidura, A. (2010): Management of the agricultural landscape in land consolidation
projects in Poland. The Problems of Landscape Ecology, Vol. XXVIII, 163-169.

377 Email from Adrianna Kupidura, February 2014.

378 Interview with Jerzy Kozlowski in January 2014.

379 Interview with Adrianna Kupidura in January 2014.

380 Kupidura, A. et al. (2014): Public perceptions of rural landscapes in land consolidation
procedures in Poland. Land Use Policy (2014).

38t ETC-DLG-LRS. (2005): Support for institution building in rural development in pilot
regions in Poland — Completion report.

382 Interview with Jerzy Kozlowski in January 2014.

223



EXPERIENCES WITH LAND CONSOLIDATION AND LAND BANKING IN CENTRAL AND EASTERN
EUROPE AFTER 1989

responsible for the implementation of the projects and their approval (there are in
total 314 Powiats). The land consolidation project (re-allotment planning and
technical works) is always carried out by the Bureaus of Geodesy at the provincial
level.383 The Bureaus of Geodesy have land consolidation as their main task and
have a total staff of 783 people. The staff of the bureaus are licensed for land
consolidation works. No private companies are involved in land consolidation
except for construction works, e.g. field roads.

Before EU accession, the land consolidation programme was funded by central,
regional and local governments. From 2004, land consolidation became an
eligible measure under the RDP and is co-funded by the EU with 75 percent and
with 25 percent from the national budget.384 Land consolidation in connection
with highway construction is funded by the General Directorate for National
Roads and Motorways and not under the RDP.385 According to the RDP for 2007-
2013, a total of € 160 million were allocated for land consolidation over the seven
year programming period. In 2012, the budget was reduced by € 27.5 million
because the Powiats failed to get the necessary agreement from the landowners to
begin the projects.386

During 2004-2012, a total of 93,000 ha were consolidated under the national
programme with an average of around 10,000 ha per year, and with 13,700 ha in
2012.387 In addition, around 670 ha have been consolidated in connection with the
construction of the A4 highway in southern Poland (Germany-Ukraine highway)
funded by the road authorities.

In the RDP for 2014-2020, it is planned to consolidate 200,000 ha (almost 30,000
ha per year) with the same budget that was spent during 2007-2013 for around
10,000 ha per year. It is expected that future projects will be easier, faster and
cheaper because of the good experiences in recent years.388

The Agricultural Property Agency (APA) is responsible for the privatization
programme for state agricultural land. APA participates in land consolidation
projects as any other landowner with the land it may possess in the project area,
usually with the same aim as private landowners of consolidating fragmented
parcels. In recent years, APA has been the owner of around seven percent of the

383 Ibid.

384 Markuszewska, I. (2013): land consolidation as an instrument of shaping the agrarian
structure in Poland: A case study of the Wielkopolskie and Dolnoslaskie Voivodships.
Quaestiones Geographicae 32(3), p. 56.

385 Polish Land Consolidation Law §4.

386 Interview with Jerzy Kozlowski in January 2014.

387 Ministry of Agriculture and Rural Development (2013): Land consolidation area in
hectares per year 2004-12. Unpublished.

388 Interview with Jerzy Kozlowski in January 2014.
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consolidated land but has only sold (i.e. privatized) a limited area through the land
consolidation projects. It is the experience, including for APA, that consolidated
land has a higher market price than the fragmented parcels.38 In the northern and
western parts of Poland, APA does not benefit from land consolidation projects
because they often lead to the separation of large state-owned parcels into several
smaller parcels. In southern and eastern Poland, APA does benefit from land
consolidation through the reduction of fragmentation. APA in general does not use
land consolidation as a tool for privatization but this could be considered in the
future. Another consideration for the future is that APA could not only sell state
land but also buy land from private owners, for example in the construction of new
highways in combination with land consolidation, similar to classical Western
European land banks.

EU accession for Poland has led to funding of the land consolidation programme
under the RDP and has introduced EIA procedures, which have made land
consolidation more gentle towards nature, environment and landscape values.
The first small steps towards a more integrated and multi-purpose approach have
been taken. However, the potential is far from being exploited. The potential to
use land consolidation projects as a tool for privatization of the state land is seldom
used. In the future, APA could develop into a land bank (see section 7.3.2).
Furthermore, the potential is not fully reached to use land consolidation to
facilitate a voluntary structural development by promoting the option to sell and
buy additional land as an integrated part of the land consolidation process.

7.4.2 SLOVENIA

Land consolidation in Slovenia began before the Second World War but on a small
scale. In the Socialist Republic of Slovenia, then part of Yugoslavia, a land
consolidation law was adopted in 1957 but in total only 1,333 ha were consolidated
until 1973 when the new Farmland Act was adopted with land consolidation
provisions.39°

The collectivization process in socialist Yugoslavia had largely failed and at the
starting point of land reform, when Slovenia became independent in 1991, only
about 17 percent of the agricultural land was state-owned. The majority of land
was owned and used by small-scale family farms.39! The farm structure in Slovenia
is still dominated by many relatively small family farms with an average

389 Interview with Jolanta Gorska, Tomasz Ciodyk and Anna Zajac-Plezia in January 2014.
390 Lisec, A. et al. (2012): The institutional framework of land consolidation — comparative
analysis between Slovenia and Norway. Paper for FIG Working Week, Rome, May 2012.
P. 5-6.

391 Hartvigsen, M. (2013a): Land reform in Central and Eastern Europe after 1989 and its
outcome in the form of farm structures and land fragmentation. FAO Land Tenure
Working Paper 24, p. 30-31.
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agricultural holding size of 6.3 ha, an average size of arable land parcels of 0.3 ha,
and thus an average of 22 land parcels per agricultural holding.392 The share of
agricultural land used through lease agreements is relatively low as only 30
percent of the total Utilized Agricultural Area (UAA) in 2005 was rented.393 The
fragmentation of both landownership and land use is high, not so much because
of the land reform from 1991 and onwards but more due to the ownership structure
from before the Second World War, which is mostly intact.394

During the Yugoslavia era, the most intensive land consolidation period was
between 1976-1990 when a total of almost 55,000 ha of agricultural land was
included in land consolidation projects.395 At the beginning of the transition, the
work on 125 projects was stopped. The work on these projects began again in 1995
and most of the projects have now been finalized. Land consolidation
(komasacija) in Yugoslavia was compulsory and often applied in a top-down
approach in connection with agricultural development projects, such as for
irrigation and land reclamation. In addition to komasacija, another variant of land
consolidation, arondacija, was used from 1976. In this process, bilateral exchange
transactions were implemented and registered. Arondacija was often used to
consolidate the state farms at the expense of the private family farmers who were
often forced into the exchange process.39¢

The classical land consolidation approach in Yugoslavia (komasacija) is still being
applied in Slovenia in a modernized and updated version. Slovenia has not
received international technical assistance for land consolidation in the form of
donor-funded projects but Slovenian experts have exchanged experiences and got
inspiration especially from Germany (specifically Bavaria) and also to some extent
from Austria.

After the amendment of the Agricultural Land Act in 2011, land consolidation can
be implemented with two fundamentally different approaches: i) compulsory land
consolidation after agreement with the owners of at least two-thirds of the land in
the project area; and ii) voluntary land consolidation. So far, there are no
experiences with the new voluntary approach but the methodology is similar to

392 Lisec, A. et al. (2012): The institutional framework of land consolidation — comparative
analysis between Slovenia and Norway. Paper for FIG Working Week, Rome, May 2012.
P.3-4.

393 Swinnen, J. and Vranken, L. (2009): Land and EU accession — Review of transitional
restrictions by new member states on the acquisition of agricultural real estate. Centre for
European Policy (CEPS), p. 16.

394 Hartvigsen, M. (2013b): Land reform and land fragmentation in Central and Eastern
Europe. Land Use Policy 36 (2014), p. 339.

395 Lisec, A. et al. (2012): The institutional framework of land consolidation — comparative
analysis between Slovenia and Norway. Paper for FIG Working Week, Rome, May 2012.
P. 5-6.

396 Interview with Anka Lisec in January 2014.
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that of the compulsory projects except that all landowners have to agree with the
initiation of the land consolidation project and the local public administration
office is involved only as the party that has to accept the re-allotment plan.

Today, compulsory land consolidation is initiated at the request of the local
landowners in the project areas, as opposed to the pre-war top-down approach.
Landowners who own at least 67 percent (and 80 percent until 2011) of the land
in the project area must support the application to the local public administration
office (i.e. local state office responsible for agriculture).397 The local public
administration office decides whether the project shall proceed. The re-allotment
planning and technical works are carried out by a land consolidation commission
established for each project and are supported by a private surveying company
selected after a tender process. At the initial stage, the ownership rights and
boundaries in the field are clarified and, if necessary, new surveying is carried out.
Landowners get new land of the same value as the land with which they joined the
project. The process does not encourage selling and buying between the
participants but such transactions may be included when the landowners request
and agree with this on a voluntary basis. This option, however, is not generally
promoted in the projects.398

The final re-allotment plan is accepted by the decision of the local public
administration office. Any decision of the local public administration office may
be appealed in the first level to the local public administration office and in the
second level to the Ministry of Agriculture and Environment.

Land consolidation procedures are still much the same as those before the
beginning of the transition in 1991 but the active involvement of the landowners
in the process has been strengthened. A recent study shows a high level of
satisfaction among the participating landowners and that the satisfaction
increases with the active involvement of the landowners in the negotiation
process.39 The length of projects used to be around seven years.4°© In recent years,
the average project period is around five years.4°

Traditionally, the main objective for doing land consolidation has been to reduce
fragmentation of landownership and land use, often in connection with larger
agricultural development projects. This tradition continues today. Land

397 Lisec, A. et al. (2012): The institutional framework of land consolidation — comparative
analysis between Slovenia and Norway. Paper for FIG Working Week, Rome, May 2012.
398 Interview with Anka Lisec in January 2014.

399 Lisec, A. et al. (2014): Land owners’ perception of land consolidation and their
satisfaction with the results — Slovenian experiences. Land Use Policy vol. 38 (2014).

400 Ravnikar, L. and Tanko, D. (2005): Land consolidation in Slovenia. Paper prepared for
FAO regional land consolidation workshop in Prague.

o1 Interview with Anka Lisec in January 2014.
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consolidation is, in some cases but not always, also used to alleviate the
consequences on the holdings and farm structures caused by large infrastructure
projects such as highways and railroads.4°2 Recent examples are in eastern
Slovenia with the construction of the new highway and railway from Ljubljana to
Budapest.403

The land consolidation projects implemented before 1991 led to a loss of
biodiversity and landscape degradation in many situations.4°4 In the western part
of the country many hedges between fields were removed after land consolidation,
resulting in increased wind erosion.4°s Today, EIA of land consolidation are
conducted in projects where the land use is changing.4°6 Local rural infrastructure,
e.g. field and access roads, are planned and constructed as part of the land
consolidation projects, which must comply with spatial plans. However, there are
no examples of land consolidation being implemented in connection with nature
restoration or environmental projects where the objective is to change the land use
(e.g. from arable land to nature protection).

The Ministry of Agriculture and Environment (MoAE) is responsible for the
national land consolidation programme and for the overall implementation of
projects, with the projects being approved by the 60 local state offices. The
implementation of land consolidation projects (e.g. re-allotment planning and
surveying works) is tendered out to private surveying companies. Re-allotment
planning, surveying and marking of new boundaries may be performed only by
authorized land surveyors.

Before 2007, the costs were mainly funded by the state budget. From 2007, land
consolidation became an eligible measure under the RDP and is co-funded by the
EU, with 25 percent coming from the national budget and 75 percent from the
EU.407 During 2007-2013, a total of 51 land consolidation projects, with a total of
10,371 ha, were granted support under the RDP. On average, seven projects were
initiated each year.4°8 The average project area is 203 ha. The RDP for 2007-2013
allocated a total of € 17.4 million for land consolidation projects for 50 projects
and all available funds during 2007-2013 were absorbed.

402 Ravnikar, L. and Tanko, D. (2005): Land consolidation in Slovenia. Paper prepared for
FAO regional land consolidation workshop in Prague.

403 Interview with Anka Lisec in January 2014.

404 Lisec, A. and Pintar, M. (2005): Conservation of natural ecosystems by land
consolidation in the rural landscape. Acta Agriculturae Slovenica, 85-1, May 2005.

405 Interview with Anka Lisec in January 2014.

406 Email from Anka Lisec in March 2014.

407 Ministry of Agriculture, Forestry and Food. (2007): Rural Development Programme of
the Republic of Slovenia 2007-13, p. 113-115.

408 Email from Tomaz Primozic in November 2013.
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Slovenia plans to continue funding the land consolidation programme under the
RDP for 2014-2020 with at least the same volume (i.e. around 10,000 ha). The
MOoAE has a list of around 100 potential projects where the local stakeholders have
shown interest for projects.409

The Slovenian state land fund still had around 60 000 ha (i.e. nine percent of all
agricultural land) in its possession in 2011.4° At that time, the land fund sold only
11 ha but bought 304 ha of agricultural land. Slovenia has no plans for mass
privatization of the remaining state agricultural land. However, agricultural land
from the fund can be sold if requested by private farmers, and leaseholders have a
pre-emptive right for purchase. The state land fund participates in land
consolidation projects where it is an owner in the project area. The land fund has
the same objectives as the private owners, i.e. to consolidate scattered parcels and
leave the project with land of the same value with which it joined the project. There
are very few examples, if any, where the land fund has privatized land in land
consolidation projects.4!t

It is expected that the procedures for implementing land consolidation in
connection with irrigation projects will be improved after the finalization of an
ongoing pilot. Furthermore, there are considerations for land consolidation to
become an instrument for the implementation of nature and environmental
projects.4:2

The land consolidation tradition in Slovenia goes back to before the Second World
War. The large-scale top-down komasacija projects, implemented mainly in the
1970s and 1980s, often led to loss in biodiversity and landscape degradation. Since
the independence in 1991, Slovenia has modernized its land consolidation
instrument and today, projects are driven by local stakeholders with a relative high
level of satisfaction among the participating landowners.4:3 The EU membership
in 2004 has led to the introduction of EIA procedures.

The potential to use land consolidation as a tool for the enlargement of agricultural
holdings appears not to be fully used since the participants typically receive land
of same value as that with which they joined the project, and selling and buying is
usually not encouraged or facilitated by the land consolidation professionals.

409 Interview with Anka Lisec in January 2014.

410 Lisec, A. (2012): Unpublished notes on land reform and land restitution in Slovenia.

4u Interview with Anka Lisec in January 2014.

412 Email from Anka Lisec in March 2014.

43 Lisec, A. et al. (2014): Land owners’ perception of land consolidation and their
satisfaction with the results — Slovenian experiences. Land Use Policy vol. 38 (2014).
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The potential for using the land stock of the state land fund in land consolidation
projects to privatize state land and enlarge the private agricultural holdings is not
applied either. The land fund could become a revolving land bank where the
revenue from selling land in land consolidation projects is used to voluntarily
purchase private agricultural land in potential land consolidation project areas.
Hence, the stock of state land could remain the same but the land fund could be
used to increase the size of agricultural holdings. Finally, the potential to use land
consolidation as a tool for implementation of nature and environmental projects
(e.g. defined by the Water Framework Directive and Natura 2000 Directive) is
currently also not used.

7.4.3 CZECH REPUBLIC

Land consolidation in the Czech Republic has its historical roots in the first Law
on Farming Land Redistribution that was adopted by the Austro-Hungarian
Empire in 1868.414 After the political changes in 1989, land consolidation in the
Czech Republic was introduced in 1991 (then as Czechoslovakia) by the adoption
of the Law on Land Consolidation, Land Ownership Organization, Land Offices,
Land Fund and Land Associations. Shortly after the velvet revolution in 1989,
close relations were established with land consolidation authorities in Germany
(especially in Bavaria) and Austria, which has had a strong influence on the Czech
land consolidation model. The first simple land consolidation projects were
implemented and from 1994 comprehensive land consolidation projects were
started.4s The introduction of land consolidation was tightly connected with the
land reform in the country.4

The land reform process in the Czech Republic resulted in farm structures still
completely dominated by large-scale corporate farms.47 In 2005, as much as
86 percent of the total UAA was leased from the owners, and the use and
ownership of the agricultural land have been almost completely separated.48 The

414 Kaulich, K. (2013): Importance and prospect of land consolidation in the Czech
Republic. ZfV - — Zeitschrift fiir Geodaesie, Geoinformation und Landmanagement 3/2013,
p. 194.

415 Kovandova, M. (2006): Could the land consolidation process be an effective tool for
nature and environmental protection in the Czech Republic? Conference paper for FIG
Congress in Munich.

46 Swinnen, J. & Mathijs, E. (1997): Agricultural privatization, land reform and farm
restructuring in Central and Eastern Europe: A comparative analysis. In Swinnen, J. et
al. (Edt.). 1997. Agricultural Privatisation, Land Reform and Farm Restructuring in Central
and Eastern Europe. Ashgate Publishing Ltd. P. 341.

47 Hartvigsen, M. (2013a): Land reform in Central and Eastern Europe after 1989 and its
outcome in the form of farm structures and land fragmentation. FAO Land Tenure
Working Paper 24, p. 10-11.

48 Swinnen, J. and Vranken, L. (2009): Land and EU accession — Review of transitional
restrictions by new member states on the acquisition of agricultural real estate. Centre for
European Policy (CEPS), p. 16.
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land reform process in the Czech Republic resulted in the re-establishment of the
highly-fragmented ownership structure that existed before 1948, with an average
size of agricultural parcels of 0.4 ha. Co-ownership is widespread and continues
through inheritance. The average number of parcels per owner is 1.59.49 In
addition, land parcels were often restituted with the former boundaries and
without any road access as the historical roads had been removed or replaced
during the collectivization.420

The Czech Republic did not receive technical assistance in connection with the
development of its land consolidation programme in the form of donor-funded
projects.+2t However, land consolidation experience from Bavaria and Upper
Austria gave, as mentioned, inspiration to setting up the programme in the
1990s.422

The land consolidation approach is always applied in a compulsory approach.
Projects are initiated by District Land Offices when the owners of at least 50
percent of the land in the project area support the initiation of a project. The
District Land Office can approve the developed re-allotment plan when at least 75
percent of the owners of the project area agree with the plan.423 Projects can also
be initiated by the District Land Offices based on public needs (e.g. to combat risk
of erosion, ensure flood protection, need for rural roads etc.) and as part of major
infrastructure construction, such as new highways.424

If a minority of landowners is not satisfied with the re-allotment plan, they may
appeal to the District Land Office, which will forward the appeal to the State Land
Office, and sometimes the project is revised after an appeal.

Land consolidation has been implemented in two different approaches: i) simple
land consolidation; and ii) comprehensive land consolidation. Land consolidation
is regulated by Law no. 139/2002 on Land Consolidation and Land Offices and by

419 Juskova, K. and Muchova, Z. (2013): Fragmentation of land ownership in Czech
Republic and Slovakia as a factor of rural development limitation. MendelNet 2013.

420 Kaulich, K. (2013): Importance and prospect of land consolidation in the Czech
Republic. ZfV - — Zeitschrift fiir Geodidesie, Geoinformation und Landmanagement 3/2013,
p. 193.

421 Email from Jiri Fiser in July 2014.

422 Travnicek, Z. et al. (2011): Optimization of the Land Offices organization in the Czech
Republic. Agricultural Economics 57 (2011) and Kaulich, K. (2013): Importance and
prospect of land consolidation in the Czech Republic. ZfV — Zeitschrift fiir Geodiesie,
Geoinformation und Landmanagement 3/2013, p. 194.

423 Interview with Katerina Juskova in August 2014.

424 Email from Katerina Juskova in April 2014.
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Decree no. 13/2014 on the Procedure for the Implementation of Land
Consolidation.425

In the early 1990s simple land consolidation was used in the restitution process to
consolidate scattered land parcels for those interested in starting to farm. Only the
use rights were transferred, and not the ownership of land, in a process where
landowners received land of so-called “interim use” instead of their owned parcels
without road access.42¢ Later, simple land consolidation has been used in smaller
areas (i.e. less than one cadastral area) and involves the exchange of land parcels
(i.e. ownership rights) between a number of owners and it may include urgent
measures for nature and environmental protection (e.g. erosion and flood control
measures). Simple land consolidation is also applied in connection with
construction of main roads.427

Comprehensive land consolidation has been implemented since 1994. Each
project covers mostly one cadastral area (unit). A local community development
plan, a so-called “plan of common facilities”, is prepared as part of the project and
includes measures for erosion control, flood protection, water management, and
field and access roads. The project area is always surveyed and the cadastre and
land register is completely renewed as an integrated part of the land consolidation
process.

Participating landowners receive land of the same value (within + 4 percent), size
(within + 10 percent) and distance from village (within + 20 percent) from the re-
allo