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Abstract

Most transition countries in Central and Easterrope (CEE) face enormous challenges in developing a
viable land structure, requiring a set of measwta@sh is unprecedented in its scale and intensigpeed

up this process. Analysis of policy initiatives @EE countries illustrates that options for solving
fragmentation and small scale of farms have comatsdt on particular instruments like land
consolidation and land banking. From discussionthénexpert network LANDNET it can be concluded
that land governance in CEE countries has scopleefber coherence and more balanced and focused use
of various instruments. Land governance shoulddweldped as a comprehensive framework of mutually
supportive instruments for development.

Framing of land fragmentation as part of the Sostalie Development Goals (SDGSs) is believed to be a

useful way to come to more specific policies in GEeftntries and other regions of the world.
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1. Introduction

Most transition countries in Central and Easterrope (CEE) face enormous challenges in developing a
viable farm structure. Due to land reforms withtitaion of land rights lost during collectivizatidn the
decades after World War Il and/or distribution tafte agricultural land to the rural population hygical
parcels, wide spread land fragmentation is presbith has been a point of attention and debate ttwer
last 15 years. This paper aims to contribute todiseussion on efficient policies and strategieshim

CEE region (see Figure 1).

Section 2 describes briefly the magnitude of larabrhentation as well as trends in farm size and
structural development. Land fragmentation in thietext of this paper is seen as the situation comtmo
most countries in the CEE region with many very lsrflass than 3 ha) farms, usually divided in a
number of small and scattered land parcels thatigier fully providing subsistence or partly witleak
market connection. Fragmented farms struggle toeaeheconomic viability while the division into
various small parcels hampers economic performaincepecific agro-ecological zones, fragmentation

however provides opportunities for crop diversifica and risk reduction.

Section 3 reasons that proper land market functgis a pre-condition for dealing with fragmentatio
but is often not sufficient to adapt properly taiseeconomic and environmental demands from society
It provides an overview of the main instrumentd thave been introduced in the CEE region and draws
preliminary conclusions on the effectiveness of fil@asures being introduced. The paper draws upon
exchange of experiences and discussions on optionsore effective dealing with land fragmentation
and small farm size in the LANDNET. This networksmastablished with support of FAO after a first

international event on land fragmentation in Cdraral Eastern Europe, held in Munich in 2002.

Section 4 proposes options to set up more efficam comprehensive policies to deal with land
fragmentation. It discusses a model of mutuallypsufive measures that either stimulate, guide or
complement the land market. Linking such modeltho 2030 Agenda for Sustainable Development is
considered a good option to integrate more firralydl tenure and land market development into ndtiona
strategies. Land fragmentation and small averaddirftp and farm sizes are fundamental structural
problems hampering agriculture and rural develogrimemany CEE countries. This needs to be properly
addressed to achieve the full impact of many otievelopment goals, including the Sustainable
Development Goals. Elements proposed are propdysisatarget setting and design of measures that
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improve and develop land tenure in line with thdwitary Guidelines on the Responsible Governance of
Tenure of Land, Fisheries and Forests in the ComateMational Food Security (VGGT).

Section 5 proposes future steps to ensure awarefdgbe importance of land tenure and land market
development as structural element of developmenbngmnational governments and international
representations in the region like the Europeanobrand World Bank. Firm investments and pilot
actions in setting up appropriate strategies, @&edad besides intensive exchange among experts and

capacity building.

2 The context of small scale fragmented farms in EE countries
2.1 Farm structures in Central and Eastern Europe

Land reforms with restitution of land rights to foer owners and/or distribution of state agricultlaad

to the rural population in physical parcels, hagd to wide spread land fragmentation in Central and
Eastern Europe (CEE). Several attempts have besgrtaken to measure the level of fragmentation in a
certain area. Parameters used include 1) sizeedfidkding, 2) the number of parcels, 3) the siz¢éhef
parcels, 4) the size distribution of the parceld @nthe spatial distribution of the parcels arel @) shape
characteristics of the parcels (King and Burtor82)9In more recent work land ownership and largl us
have been distinguished. While ownership is fragetinthe use may be consolidated through lease
agreements leading to larger and more regularsfi@fén Dijk, 2003). In this context, land fragmeita

has three dimensions:

= small parcels, often with irregular shape and soait,
= small properties (in the sense of total amounaoéilowned by one person / family), and

= small farms (in the sense of total amount of lamthaged by one farm).

All three may appear simultaneously and have differconsequences in terms of agricultural
performance and land use dynamics. Table 1 shoedetrel of fragmentation of ownership in the
different CEE countries versus the level of fragtaton of land used by one farm. The table clearly
shows that problems of fragmented ownership in tmmlike Czech Republic and Slovakia in practice

are solved by an active land lease market.
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Armenia may serve as an example of a country wlagiek is fragmented in all three dimensions of pl

per farm, ownership size and farm size (see Box 1).

Box 1 — Land fragmentation in Armenia

The privatization of land was based on principlea balance of i) historical justice (give back whas
lost through restitution) and ii) consideration efuality (equal distribution to the rural populafig
(Swinnen and Mathijs, 1997). The process transfdrB&0 collective and state farms into about 337,
peasant farms. The average size of the newly forflasexds is about 1.2 to 1.4 hectares, which ususl
fragmented into 2 to 4 parcels and the distancbsdam parcels sometimes exceed 10 to 15 kilomg
(Muradyan 2007). Figure 2 shows that the average $ze in this category did not improve signifittgn
while fragmentation was maintained. In 2014, imk®45,875 farms had an average size of 1.48 Ha
some regional differentiation (Agricultural Censaighe Republic of Armenia 2014). Figure 2 shows 1
89% of the farms are below 3 ha, using 51% of #rell Figure 3 illustrates that almost half of

holdings have three or more plots.

Armenia has a fluctuating agricultural land markéth annual turnover ranging from 1.15 to 2.04
between 2009 and 2016 with an average of abouoltérnover annually (State Committee of the R
Property Cadastre, June 2017). This is considerdzk tlow, taking into account the small farm site
present and comparing it with rates in Western par{Ciaian et al, 2012). Procedures for prop
transfer and registration are fairly smooth withsenable fees and processing time (Egiashvili, R0NG
other policy instruments are in place to stimuldte turnover of land or land use (e.g. land bank
retirement schemes, property transfer tax exemgtidn some cases pre-emption rights are grantgd
for leaseholders (Van Holst, 2017).
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2.2 Impact of small fragmented farms

A number of studies indicate that land fragmentatias a significant negative effect on the levefaom

productivity. Di Falco, Penov, Aleksiev and Van Rbearg (2010) list a number of publications that

report that land fragmentation increases productiosts and leads to inefficiency. The uptake and

efficiency of technology may be hampered and fasnae discouraged to adopt innovations and

new

technologies. Land fragmentation is also contrifgito land abandonment in a number of CEE countries

including Bosnia and Herzegovina, FYR of Macedoaia Armenia. The scattered land leads to
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inefficiency. ‘Fragmented fields are difficult taltivate, it is difficult to use machines; spacdast along
field boundaries and there are problems with dgraknt and management of irrigation systems’ (Di
Falco et al, 2010). Various studies have focuseddemeloping indices to assess the level of
fragmentation. A recent model (Demetriou et al, @0htegrates geographical information systems with
a multi-attribute decision making method to prodactglobal land fragmentation index'. It takes into
account the spatial distribution of the parcels, slze of parcels, the shape of parcels, the abdigof
parcels and the type of ownership (e.g. the is$ughared ownership). A study in France (Latruffel an
Piet, 2014) has tested empirically the effect ofdldragmentation on the performance of farms. Using
several performance indicators (production costeldy, revenue, profitability, technical and scale
efficiency) the general finding of the analysis wasegative impact of land fragmentation on farm
performance. However, the authors do ‘not advoeatdind’ reduction of farm fragmentation through
large scale and systematic consolidation prograrmiiiee authors state the ‘necessity of balancirg th

private and societal gains of land fragmentatiauction’.

Advantages of having different plots have also beersented based on an investigation of the role of
land fragmentation on farm productivity and agralbiersity in the Plovdiv region of Bulgaria (Di feal

et al, 2010). Findings indicate that farm biodiwtgrss positively correlated with farm profitabijit The
results show that farms that grow a wide rangeifférént crops and varieties perform better, when
compared to those that do not with economic benefite to crop diversification. A variety of crop
species matched different agro-ecological condititirat occur within the plots. The potential of gro

diversification and risk reduction certainly iske kept in mind when addressing land fragmentation.

FAO has worked on land fragmentation in the CEEaas#ce the beginning of this century. A
comparative study by FAO (Rembold, 2003) on theectf of land fragmentation in Bulgaria and
Romania makes the link between fragmentation ah$aand the small size of the farm itself. Alreatly a
this time it was concluded that fragmentation inEJE not just related to the number of plots babab
the size of the farms. The study states that ig&ia ‘farms of less than 1 ha in area comprisped6ent

of all individual farms and 26 percent of agricuftuland. The farmers in this group produce mafoly
subsistence and are commonly engaged in part-tanmairig. The second cohort, with 13 percent of
farmers, holds 26 percent of farm land, with faripes ranging from 1 to 5 ha. These farms are
considered to be marginal, providing only subsistewith little market participation. The third gmu
less than 1 percent, consists of farms rangingzie fsom 5 to 10 ha and occupies only 7 percenhef

private farm area. The smallest group of farmesprasenting only 0.2 percent, owns more than 10 ha
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each and cultivates more than 41 percent of agui@llland, although predominantly via leasehold
agreements.’

The issue of land fragmentation is not only andssiinefficient farm management but also a probtém
small non-competitive farm sizes. Both the compegastudy on the impact of land fragmentation
(Rembold, 2003) and the International SymposiumLand Fragmentation and Land Consolidation in
CEE countries in Munich in 2002 concluded that otidation and reallotment of plots and parcels are
needed. Such intervention was proposed to go beyamdl administration systems and to ‘include
guestions besides agriculture’. Land consolidajwactices in Czech Republic, started in the early
nineties, served as an example how to deal withioteeent of parcels in combination with the
implementation of so-called “common facilities”,kdi anti-erosion measures, construction and
maintenance of field and access roads.’ This iategrapproach serves both rational land management
and increased ecological stability of the landsc#&m&knowledging that such approach would be needed
but not be sufficient, it was proposed to followcamprehensive rural development strategy thatsesu
on rural infrastructure to create off-farm rural@ayment opportunities, reduce labour mobility sost
increase education and skills in combination witbasures regarding land consolidation and better lan
management, and finally improve the functioninglafid markets, in particular the rental markets’
(Rembold 2003).

Awareness is growing that options should not bdtdichto land consolidation. It is clear that thereat
situation provides a serious risk for the agriaatsector in CEE countries, which jeopardizesithgact

of any support to the sector. While Western Europe@untries could organically adapt and support the
sector to changing market conditions since the 498 situation in the CEE region requires a $et o
measures which is unprecedented in its scale @ensity to speed up this process.

3 Developing land markets and introduction of landconsolidation and other
“adjustment” instruments in CEE

3.1 The limitations of agricultural land markets

As already shown in the comparative study by FA@niRold, 2003), the ongoing debate in the context
of land fragmentation is about the question whetéwed market forces will solve the issue or whether
comprehensive strategy with a more guided appraadtescribed in 2.2, is needed. From a market point
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of view, land markets being lease or sales marke¢s supposed to cope in a ‘natural way' with
inefficiencies of the farm structure. Land trangat among economic actors will occur when the land
use is not efficient. The transaction correctsitiedficiency. However, agricultural land market® anot
normal markets in the sense that they are neittesr hor perfect markets. Land is, unlike other
commaodities that can be bought and sold, immovdfiem a legal perspective, only the rights can be
bought and sold. This makes the land market in y avalerived market’. The value of the transaction
does not solely depend on the intrinsic value & ¢ood but also depends on future options and
constraints influenced by many other issues. Ma@gawolving of land structures does not depenelysol
on cost efficiency. While an economist may viewdas a commodity, the landowner may not view it
from an economic perspective but rather as cultueatage (Dale and Baldwin, 2000). In rural areas,
strong emotional attachment to land is often theecavhich counts particularly in the context oftpas
coercive approaches towards land in a number of €&htries. In addition, special characteristics of
rural land markets produce highly segmented martletending to a large extent on local offer and
demand. Market functioning depends as well on #&etien cost and bureaucratic load. And last but not
least, markets are far from transparent with littf®rmation on prices and weakly developed retdtes

services in rural areas.

Although a complete overview of the functioninglahd markets and annual turnover of land is not
easily available, it is clear that variation exibetween the countries. Such variation is dependimg
several factors. A study from 2012 (Ciaian et &112) illustrates that the average annual share of
agricultural land in EU member states transferretivben 1992 and 2007 lies in a range from 0,2% to
4%. Older EU member states like Netherlands, @e&din and Ireland have an annual share from 3-4%
while France and Germany have a share betweenr@i51%. Difference may be caused by lease
practices since both Germany and France have apeigientage of the area under formal mid to longer-
term lease. The same variation exists in the nemeanber states. Czech Republic has a very low annual
percentage (0.2-0.3%) of sales transactions whitel lleasing is almost 90% (Swinnen and Vranken,
2009). The level of sales transactions in Lithuaisiaelatively high (3%) with other countries like
Bulgaria (2.5%), Romania (1.5%) and Poland (0.9%)etween the two extremes.

Looking at the example of strongly fragmented Ariaeim section 2.2, it can be concluded that the
average annual share of transactions of 1.6% inpdm®d 2009-2016 is not a major deviation from
figures in the EU. It is however low consideredttlease in general is limited and mostly in therfaf

short term informal lease. Deeper analysis wouldnbeded to assess whether the low mobility of
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agricultural land is caused by informal institugoffor instance strong attachment to land, informal
dividing of land), regulatory frameworks (e.g. higansaction costs) or others (e.g. access totaedi
possibility of mortgages on land). It can howevercbncluded that even if mobility would increase+o
3% turnover annually, the transition of Armeniama would take at least 50 years to double thesatirr
average farm size. Indeed the inability of “normialid sales or lease markets to correct fragmentati
requires various mutually supportive instrumentsnigi into account the broader policy context ofatur

development.

3.2 Land governance for development

Analysis of policy initiatives in CEE countriesufitrates that options for solving fragmentation smzll
scale of farms have concentrated on particularunstnts like land consolidation and (to a lesséergX
land banking. To provide evidence for this stateimttve work of the LANDNET has been used .
LANDNET is the expert network initiated and supporby FAO (see Box 2).

Box 2 - LANDNET: Networking to deal with land fragmentation

Since 2002, the FAO Regional Office for Europe @mdhtral Asia has been organizing annual workshops
to discuss instruments like land consolidation,dldanking and land market development. A first
meeting of this network took place in Munich in 20® discuss land fragmentation issues in GEE

countries. Over the years this was followed up bgedes of 18 regional workshops to exchanpge

experiences and to discuss progress, usually ttigawetween 60 to 100 people from 25 to 30 coastr
Although originally focused on CEE countries, trework now attracts as well a firm group of experts

from EU member states and Central Asia. It is welinected to ongoing developments related to land a
the network includes international and national ezt of ongoing technical assistance and twinning
projects supported by EU, FAO, World Bank and caastproviding bilateral support (e.g. Denmalrk,

Germany, Netherlands, Sweden). Professionals iedohepresent the governments, the private sector,
NGOs and academia. Since 2010, the network is krasMpANDNET. A LANDNET Board supports the
FAO regional office in preparing workshops, moriitgrof land related policies in Europe and definjng
future activities of the LANDNET.

The aim of the LANDNET is to stimulate proper amudly responses to (changing) needs of sogiety

regarding land use and land tenure in rural and-ysban areas. By various activities as studjes,
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collection and exchange of knowledge and expergnoeovation of institutional frameworks a
approaches is stimulated.

The scope is the broad set of institutional regqoésts needed to facilitate, guide and complemenat [

land markets. This concerns both the ‘hard sideegtilatory / legal frameworks for market functiogi
like laws of land ownership, leasing and turn-ovend the ‘soft side’ like promotional measur
mediation and solving of land use conflicts. More\t includes the range of public and public/pte/
interventions to adjust the use and/or the ownprgtructure of land to the current econon;
environmental and social reality. Interventionsenfttake place as integrated territorial developn
projects serving different objectives at local,ioegl and national level, including instrumentseliland
exchange, land consolidation (voluntary or majebifsed) and land banking. Approaches are ‘ped
oriented’ in the sense that they and carefully péghand implemented, and contain sufficient opmitsy

for recourse.

LANDNET activities are based on the principles laldwn in the “Voluntary Guidelines on th
Responsible Governance of Tenure of Land, Fishexieb Forests in the Context of National Fg
Security” (VGGT) and are supporting the implementatof the 2030 Agenda and achieving 1
Sustainable Development Goals (LANDNET, n.d.).

Although no deep or comprehensive analysis hasmtakace of land governance developments in
CEE region, it is fairly safe to state that devehgmts in the LANDNET are an important indication
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ongoing developments in the region. Analysis of ksbop programmes and over 300 presentations

during the last 15 years show that the focus ofiftevork has the following main characteristics:

= |nitial and continuous focus on land consolidation

» Land banking as a second important focus

»= Broadening towards rural land market functioningeei2012

» Incidental attention for other instruments likedaaxation, land leasing, pre-emption rights
» Relatively little exchange about legal frameworks

Experiences with land consolidation and land bamkire discussed in the following sections.
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3.3 Addressing land fragmentation and small farm gies by land consolidation instruments

Out of 25 countries in Central and Eastern Eurepdar 21 countries have introduced land consatidat
from the 1990s and onwards (Hartvigsen, 2015a).folh@wing five minimum requirements are to be in
place before a national programme is prepared gretational; i) land consolidation, as a land
management instrument, is embedded in the overadl policy of the country, ii) a legal framework fo
land consolidation has been adopted, iii) a leddipagency for land consolidation has been esthéd,

iv) secure funding on an annual basis allows tleé legency to plan activities for at least two tae¢h
years ahead and v) technical and administrativeaap has been developed to implement land
consolidation projects in the field and to manalge programme. When analyzing against these five
minimum requirements, it is found that currenthygtgi CEE countries have ongoing national land
consolidation programmes. The current status ofintreduction of land consolidation in Central and
Eastern Europe is illustrated in figure 4. Two lofde, Poland and Slovenia, already had a londitnadi
for land consolidation at the beginning of tramsitin 1990. In Poland, the first land consolidatiaw
was adopted in 1923 and in Slovenia a law was adojpt 1957. In three countries (Czech Republic,
Slovakia and Eastern Germany), land consolidatistriments and programmes were established in the
early 1990s together with the launch of land reform

The driving factors behind the introduction of laz@hsolidation in the eight countries can be dididgo

two categories. In Poland, Slovenia, Lithuania,b&em@nd FYR Macedonia, land consolidation was
mainly introduced as an instrument to addressttietaral problems in agriculture with fragmentatiof
both landownership and land use and small aveliage sf agricultural holdings and farms, and theis a
tool to improve productivity and competitivenessfaifms. In the Czech Republic, Slovakia and also to
some extent in Eastern Germany, land consoliddias) not been focused on improving the land use
conditions but instead has focused more on addigesbe fragmentation of land ownership integrated
with the land reform process and the building ugaofd administration systems (i.e. cadastre and lan
registration). Hence, in the Czech Republic, Hadftbudget of land consolidation projects is speriaad
surveying and improving land registration (Kauli@®13). In these three countries, an additionaliralyi
factor has been the wish to establish a land managetool for improving nature, environment and
landscape as well as local agricultural and ruealetbpment needs, e.g. new field roads and acoess t
parcels that were left without road access aftedahd reform.

In Lithuania, a land consolidation programme wagtded in 2006 after land reform with restitution t
former owners was almost finalized (see Box 3)aln in Serbia a land consolidation programme was
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re-established in 2007 after modernization of taedl consolidation instrument applied during the

Yugoslavia era.

Box 3 - Voluntary land consolidation in Lithuania

In Lithuania, collective farms were dismantled aftelependence in 1991. Land was restituted to éofm
owners in a long process leading to average famm &f 5.3 ha and an average of 1.8 parcel per farm
(Hartvigsen, 2013a). In the period 2000-2010, Lathia received through different projects internaid
assistance to implement land consolidation pilatjquts, to build up the legal framework, to develop
impact assessment methods, to set up a land fuhtbdild up a national land consolidation strgteg

Lithuania has a voluntary form of land consolidatisith a minimum required participation of five thn

owners representing at least 100 ha.

Land consolidation measures were mainstreamed ds gbathe EU funded Rural Development
Programme 2004-2006, in which 13 projects were émgnted involving 4,800 ha and almost 400
owners. In the programming period 2017-2013, inlt8® projects were carried out, involving 46,0@0 h
and 4,500 land owners. The programme was extenudbei period 2014-2020 with currently eight
projects in preparation involving 10,000 ha and6@,3and owners. All costs related to the land
consolidation procedures are subsidized with 75-8686ing from EU Rural Development Funds and [15-
25% coming from national funds. Total investmerisplemented and planned) is EUR 12.5 million
(Daugaliene, 2016).

In addition to the eight programme countries, 13haf 25 CEE countries have since the beginning of
transition in 1990 introduced land consolidatiostioments but are not yet having an operational lan
consolidation programme (figure 4). The drivingtéa behind introduction of land consolidation lie$e
countries has mainly been land fragmentation andllsfarm and holdings sizes and the recognition
among decision makers of the importance of thesgctstal problems in agriculture. The typical
introduction of land consolidation instruments iBEChas been through international technical asgista
projects funded by donors and international orgatiitns. In total, more than 50 international techhi
assistance projects from the middle of the 199@sanwards have supported the introduction of land
consolidation instruments in CEE. Projects haveallguincluded the implementation of land
consolidation pilot projects. In total, pilots halveen implemented or are under implementation iwfl6

the countries of which 12 belong to the group afrtdes not yet with a programme and four to thaugr
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of countries already with ongoing programmes. FA€3 played a key role in the introduction of land
consolidation in CEE through the preparation oigyoguidelines, implementation of field projectstén

countries in the region so far.

It can be observed that the biggest remaining ehgdls in countries that are coming close to having
operational national land consolidation programmsash as Kosovo, Croatia, Bulgaria and Latvia tare
build up technical and administrative capacityriplement land consolidation projects in the fiehdl &0
manage the programmes as well as to secure fufairige programme. The road from the first pilot to
an operational land consolidation programme is noftet straightforward (see Box 4 - FYR of
Macedonia). Several CEE countries have experiehoadpolitical support can emerge and vanish again
over night, e.g. after elections. The need forheirtinternational technical assistance over thesykas
been moving from support to the first pilots to goging the preparation of national programmes.
Finally, four of the CEE countries so far have Higite or no experience with introduction of land

consolidation.

Box 4 - Majority based land consolidation in FYR ofMacedonia

From 2009 onwards, the first steps were made toexgand issues and to build up a land consobdati
strategy, which was adopted in 2012. In 2013, thdidMment has adopted the Law on Consolidation of
Agricultural Land as a legal basis for carrying ¢lie land consolidation projects. The law provides

procedures for two types of land consolidationngel) majority-based land consolidation with lega

defined rules for decision making and 2) voluntiaryd consolidation. Five by-laws were preparedrdyry
the first half of 2014. In 2015/2016 (with FAO adance), the law was tested in two pilot areas (atte
voluntary approach in Konce and one with majorigséd approach in Egri). In Egri pilot, several
versions of the re-allotment plan have been diszliggth project participants in a participatoryéttve
way as a basis for the final plan. According to phemn, the number of parcels will go down from 8@6
232 (around a factor 4). New land parcels will havare rational shapes and they are better accessibl

The plan foresees in additional construction ofeascroads to parcels and improvement of drainage in

part of the area. More than 85% of the participagiee on the plan.

Besides being confirmed on the general principleienmplementing majority based land consolidatipn
the main conclusion is that the law failed the.tesgislation is now being amended through the onyg
FAO project, “MAINLAND”, funded by EU IPA funds. Ma lessons learnt are:

O
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» majority based land consolidation works well in @ren or less homogeneous area in terms of
production capacity
» Jand consolidation and infrastructure developmetat powerful combination triggering participation
»= a proper balance between a general law and moaéetkby-laws is heeded to ensure sufficient lggal
protection at one hand and flexibility at the othand
= procedures for decision making should be fine-tuoarkfully to ensure participation and project
ownership while taking into account the instituabnapacity
= specific effort is needed to deal with unsolvedeifance cases and distant owners (e.g. co-owners
that have emigrated)
= securing other rights related to land (e.g. leaghts, mortgage, usufruct) requires that land

consolidation legislation is supported by amendenexemptions in several other laws

Parallel to amending the law the ongoing projeqipsuts mainstreaming of the land consolidation
programme (design and implementation of proje¢ehnical assistance and further capacity building
during the period 2017-2020 (Mainstreaming, n.d.).

3.4 The failure of Land banks and land funds in Cetral and Eastern Europe

Land banks and land funds play an important rolariractive land policy in several Western European
countries among others Netherlands, France, S@ailic{a), Portugal and Denmark. Land banking is thi
paper is defined as: “the intermediate procesauginlg, selling or leasing of land, by a public arbfic-
private institution in order to increase land mibjjlto facilitate the rural land market in geneaald to
pursue public policy targets related to sustainablal land use in particular’. Approaches vary in
different countries but active land banks and lamils are both supporting the implementation ofllan
consolidation programmes and projects by incredsing mobility and also in some countries faciiitgt

development of the land markets (Hartvigsen, 2014).

When looking at the development of similar landksaand land funds in CEE countries, the outcome so
far is discouraging. Land banks and land funds hargely failed throughout the region, at leasadsol

to support land consolidation instruments by maldtage land available for the re-allotment process
hence increase land mobility (Hartvigsen, 2015)n&of the eight CEE countries with ongoing land

consolidation programmes support the land consididanstruments with land banks as it is the dase
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Western European countries. This is remarkabletdluke fact that many countries in the region have
large stock of state land remaining after the faasion of land reform, which represents a unique
possibility for improving farm structures throudietcombination of land consolidation and land biagki
Experiences from both land consolidation programiras pilots in CEE show that land consolidation
projects, especially in a voluntary approach, dtenohampered by low land mobility as usually few
owners of agricultural land are interested in sglliheir land but very interested in reducing land
fragmentation. This, however becomes very diffisuditen no “free land” is available from a land bank.
The failure of land banking is first and foremogt#ure in the overall land policy in the countiand a
lack of coordination between land consolidationreigs and agencies managing the state agricultural

land.

3.5 Other supportive instruments deserving more agntion

Land lease markets

Better regulating and stimulating the land leaseketacan be an alternative for low annual turnaner
the sales market and contribute to more equal adeetand (e.g. landless people, small farmers, new
entrants). A tailored framework can both benefiners (longer term guarantee of revenues, mainginin
land which is not worked anymore but is importaotrf emotional point of view, higher lease priced an
better tenure security in case of conflicts) aradédolders (more stable part of the business, hplitysio
enlarge the farm without major investments, addéldasis for accessing agriculture subsidies aadsl
and better protection in case of conflicts). Anotivaportant issue in this context is that extreme
fragmentation including huge degree of co-ownershipcks proper land market functioning. Nobody
wants to buy a parcel of 0.3 ha in the middle tfrge field while the parcel even has 15 co-owrleas
would never be able to agree on selling the landiel-functioning lease market in such cases cheald
an alternative to come to bigger production units.illustrated in figure 5, the importance of lewasi
varies across Europe. Studies within the EU repdmtoad variety ranging from 17% in Ireland, 50% in
Sweden and more than 60% of share of rented lanieintotal utilized agricultural area in the ca$e o
Hungary and, Bulgaria (Swinnen et al, 2008 andabiat al, 2012). In countries such as Czech Republi
it is more than 80% and in Slovakia even more ®@#b of agricultural land that is leased and not edvn
by the user (Swinnen and Vranken, 2009). Leasésis @mmon in some countries outside the EU like

Albania with a share of more than 95% (Cunga anthi®n, 1997). European countries differ in the way
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and the level of regulation. It should be stregbed most countries that regulate lease also hptiens

for short term lease or renting of land. While amkiedging the need for such short term forms, ia th

context, mid-term to long term lease arrangemergsreeant when discussing lease as an alternative fo

sales markets.

In assessing tenure security of land leasing,dliewing aspects are important:

the tenancy duration: quite some countries havenggtmum terms of 5-9 years

the price range: many countries have minimum ana&ximum rental prices set by government
agencies (Belgium, France, Greece and the Netlisjan

right of renewal/inheritance: in several countrigsg. France) the renewal (e.g. automatic
renewal) and inheritance of rental contracts, egelated

mechanisms to resolve contract disputes: many deanhave land specific bodies either at a
local and/or national level, for example, Denmé#&ignce and the Netherlands,

pre-emption rights: many countries grant first safluto private and public tenants through a pre-
emptive right to buy land when offered for saleg(eBelgium, France and Sweden). Some
countries extend pre-emptive rights to neighboufamgns or users, as in France, Hungary and
Italy.

lease rights in land consolidation: land consol@aprocedures need to respect lease rights when
making the reallotment plan either by shifting thight with the parcel of the owner or by
establishment of a new lease right. Some coun(eigs Netherlands) provide additional rights to
lease holders in land consolidation (e.g. votigts on the plan)

land lease registration: some countries requiréstragion by notaries, special chambers or
farmers’ organisations (Italy) to be able to benkefim subsidies (and related to this the level of
information / transaction costs)

In addition to establishing a solid land lease famrk, a step further has been set in the regidbatitia

in Spain by introducing a land bank focused oncstmal improvement via mediation in lease (see Box

5).
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Box 5 - Mediation in lease by the Galician Land Bak (Spain)

The Galician Land Bank (Benvido/a ao Banco de Eemal.) responds to specific local characteristics
and it targets particular population groups (eagndle entrepreneurs and new entrants). In an dveral

package to stimulate and guide the land market it:

= focuses on mediating lease rights rather than pypghts

= gives guarantees to landowners who enter theiritatite land bank about their ownership
= secures the payment of the rent once the ploagekd

= arranges return of the parcel (after the lease)témnat least the same condition as before to|the

landowner.

The Land Bank of Galicia has a permanent and ugddeieof all available plots publicly accessibleda
on line available. The list includes basic inforibat on the plots (location, surface, land coyer,

infrastructure, price etc.) and maps are availablevell. It offers standard contracts and refeatptiices.

So far, analysis of lease frameworks and consideraf options to establish bigger consolidatednir
are limited in the CEE countries. Leasing tendsbto informal / short term and improved lease
frameworks are little considered when dealing Watid fragmentation.

Pre-emption rights

Establishment of pre-emption rights is one of th&oms to guide the land market in rural areas.ré p
emption right or ‘right of first refusal’ prevents restricts the landowner from entering into adlan
transaction with parties other than those to whbenrtght is granted until those people / organiseti
have declined the offer. The pre-emption right bargranted to either private persons such as farorer
to organisations that have the role to guide dgratmts that benefit the interest of the broadeiespc

Examples of pre-emption rights are illustrated oxB.
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Box 6 - Examples of pre-emption rights related toural land in Europe

1. Co-owners and lease holders have the first afbtiying.

The main aim is protection of rights of co-ownersd@enants related to continuity of agricultural

purpose.

2. Co-owners, lease holders and neighbours havia@sheight of buying.

Like in 1, the main aim is protection of rights acghtinuity / improvement of agricultural produgtig
The addition of neighbours usually is related tertions to improve the local land structure, fxaraple

when farms are small scale and fragmented.

3. Certain (defined) farmers have the first righbaying, followed by a public agency.

The objective of this form is to direct the locahtl market towards a better structure, to keep ilatide

hands of farmers and to avoid speculation.

4. A government agency has the first right in landsolidation areas.

In this form, pre-emption rights are used to buifda reserve in a land consolidation area. By usirg
right, land can be purchased to be allocated tdiguifrastructure (access roads, drainage / itioga

canals) and to smoothen the process of swappiilg lan

5. A government agency has the first right for ogigblic objectives.

Pre-emptive rights are used to realize public fionstlike nature conservation, forestry, preseoratf
cultural heritage or infrastructure developmentudly this form is used in particular designateelasr

that are changing the function from agriculturat@ther function(Van Holst, 2011)

Application of pre-emption rights, in general, isensitive issue since it touches the individutdrst of
the landowner and balances it with the interesthofd parties or the society as a whole. A general
principle therefore is to limit the use of pre-emptrights and to create a clear and transparantdwork
and as little administrative burden as possiblee Timpact of pre-emptive rights to reduce land
fragmentation should not be overestimated as it mdulates parcels offered on the market. To iwvgro

farm structures more pro-active instruments sucHaad consolidation and land banking might be
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needed. In CEE countries specific application cdndctonsidered mainly in support to other instrutsien
and in specific situations that benefit the dingativolved;

» granting tenants a pre-emptive right (first refusalbuy the land they are leasing (in combination
with better regulation of lease rights describedaur8.4.2)

= pre-emptive rights to neighboring farms

= use of pre-emptive rights in combination with retirent schemes and/or in land consolidation
areas

= pre-emptive rights by public authority in case n¥iconmental/social/general interest?
Land taxation

The main types related to land market functioniregland/property sales tax (capital profit tax)rghase
(registration) tax and usage/holding (real estabeYSwinnen, Caian and dArtis, 2008). Usuallydisale
taxes are devised to discourage land price infidbip absorbing land sale profits. Purchase (registr)
tax and usage (real estate) tax affect the behafithe buyer of agricultural land. Low tax levals
land/property sales tax and purchase tax may taelimore mobility but could have side effects of
speculation on land by non-agricultural investétiggh levels could lower annual turnover of land and
lead to (partial) payments in ‘black money'. Thegs (real estate tax) may influence the annuabtamn
of land as landowners are not happy to keep laadpttovides little or zero income and pay a highuath
land tax. However, it is a fine balance becausegative effect could be that smallholders are fibioto
a situation where they cannot afford to keep thend because of high annual land tax. Inheritance

legislation and related tax systems may also hapact on the land market and land fragmentation.

A wide variation on tax levels and tax exemptioggiesent in Europe (Swinnen, Ciaian, and d’Artis,

2008) while little comparative information on tadssvailable for non-EU countries.

Little evidence is available that CEE countriesvaty pursue tax measures in relation to dealinth wi
land fragmentation. The challenge is to find thghtibalance preferring positive triggers to stineila
action rather than negative triggers of restriction penalizing (which are usually difficult to
enforce/maintain). The impact of tax measures imipaupportive to other measures and should not be

overestimated.
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Transaction costs

The level of registration costs and the procedusssied to register can seriously hamper land n&rket
especially in fragmented situations. Although feafs both the sales and lease markets the highpatt

is on sales markets. Other formal or informal medras dealing with land rights will come into place
when transactions are too expensive. High registrat transaction costs and complicated procedures
automatically leads to informal transactions whégfain are less secure, leads to conflicts and hampe
agricultural and rural development. Land consoiaateither voluntary or majority based, can be
seriously hampered when overall agreements on geraf transactions is split into individual
transactions, all requiring transaction costs anad4. The power of land reallotment is that therale
agreement is much more than the sum of individaalsactions. A proper legal framework treats a land
consolidation as one transaction with a simples@aation cost structure.

To create incentives, specific exemptions are tedresidered related to the instruments describgd e.
exemption of registration costs and property tranghx in land consolidation or land swapping,
exemption of property transfer tax while using oksemptive rights for co-owners, leaseholders,

neighbors, and thresholds or specific exemptioras/tid fragmentation through inheritance.

Spatial planning regimes and land markets

Land use is restricted by spatial planning and legiguns. Although in most countries people canlfree
buy land, the use of land is restricted by spailahning, both by the use itself and by for example
environmental legislation. As stated in section tBd restrictions related to land use lead to sedgoe
markets in which prices for an important part &ty local offer and demand. The price of landedels

on the expected profits that can be gained in éutlr rural areas with a clear spatial plan ancg@ro
enforcement (e.g. avoiding illegal constructionices will be determined by agricultural economics.
Close to urban centers, agricultural land markets function separate from the urban land market
although its functioning may be influenced by thelqability of (expected) changes of spatial plaors f
urban expansion. This attracts speculators, leatbngigher prices in urban fringes or lowering of
turnover in expectation of better conditions to eorin any case the agricultural land market bepefit
from clarity, stability and proper enforcement Ipasial planning regimes.
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3.6 Conclusions

Governments throughout Central and Eastern Eurape In recent two decades mostly recognized the
need to address the structural problems in agui@ilvith land fragmentation and small farm sizes in
addition to normal land market functioning. Thisshed to the formulation of development policiesl an
to the introduction of land management instrumesush as land consolidation and land banking.
However, turning this recognition into clear objees and dedicated instruments varies very much
between countries. Some countries deal serioudly land fragmentation while the majority does not
have strategies and instruments in place. As a&mativaverage picture progress is slow and output i
limited.

The following conclusions can be drawn:

1. It can be concluded that performance and (inclysieselopment of rural land markets in CEE
countries needs more attention in order to transf@mall-scale fragmented farms into
commercial family farms.
2. 2. Countries that are implementing specific progrees like land consolidation and land banking
are challenged to reformulate them to reach cldaoeis and better coherence in the sense that:
» Introduction of particular instruments should praefdy be proceeded by national strategies
with clear objectives and target groups;

= Land consolidation instruments should be bettepstpd by and coordinated with other
instruments like e.g. better management of stadifpland, tax measures, clear spatial
planning frameworks etc.;

= Little attention has been paid to lease marketsteBeegulating and stimulating the lease
market can be an alternative for low annual turnamethe sales market and contribute to

more equal access to land (e.g. landless peopdihaiders).
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4 The Sustainable Development Goals and Land goveance for development
4.1 Mainstreaming of land governance in developmerstrategies

As discussed in section 3.3, Governments througGeutral and Eastern Europe increasingly recognize
the need to address the structural problems offlagghentation and small farm sizes. This hasdeithe
introduction of some land management instrumenth @as land consolidation and land banking. As
discussed in section 3, the introduction of landegonance instruments is properly mainstreamed rimeso
countries while the majority of countries, espdygialutside EU, have little or no instruments ingada
with land is being neglected in strategic policyking.

Setting up coherent policies on land requires agam objectives instead of on instruments andeis
disaggregation of the policy objectives towardsc#fmegroups. This particularly counts for measures
‘guiding’ and ‘complementing’ the land market in ish particular goals are pursued for particulagear
groups. Although international standards such as Woluntary Guidelines on the Responsible
Governance of Tenure of Land, Fisheries and Foredtse Context of National Food Security (VGGT)
are present, CEE countries miss references anelged on how to set up such frameworks and need
technical assistance in this field. The EU so fas Iheen reluctant to develop guidelines since land
policies are assumed to be national policies inctvldountries and / or regions can decide themselves
what type of farming and farmers to focus on. Régethis led to discussion and the adoption of the
European Parliament resolution of 27 April 2017Bine state of play of farmland concentration in the
EU: how to facilitate the access to land for farshdEuropean parliament, 2017) with a range of
initiatives to harmonize and structure land relgielicies better. This discussion is relevant far wider
European region since EU policies focused on merstages also set the tone for EU neighborhood and
enlargement policy.

Meanwhile solutions are being explored to come ugh ywmodels for agricultural sector growth. For
example in Armenia, two interrelated recent studiesimissioned by World Bank propose a different
way forward. The conclusion is drawn that the ‘settas not changed substantially in the last 20syea
Growth has been achieved by improving the proditgtief small-scale farms that continue to use the
semi-subsistence production systems initiated &itenomic liberalization and land privatizationtiie
late 1990s. Low value cereal and livestock comnieslistill predominate and Armenia’s known capacity
to produce and export high value crop and livesfoklucts has yet to be fully exploited. By focgson
input subsidies for the smallest farms rather tifacilitating farm enlargement and building the
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institutional infrastructure for knowledge transfgovernment has preserved this structure ratter th
driving its transformation’ (Christensen, 2017).

Key element for such growth model is a focus onettgping commercial family farms, and farmers
willing to invest in modern farming technology atite knowledge needed to use this technology
effectively.

Proposed building blocks for such growth model are:

» A broad-based medium term programme to facilitatenfenlargement through the land market,
supported by land consolidation, land banking ahéromeasures.

= High levels of public and private investment in Whedge transfer systems for farmers and agri-
business.

= Continued government and donor support to devehgpstrengthen value chains as the basis for

increased commercialization of agriculture andeased agricultural exports.

The Food and Agriculture organization of the Uniations (FAO) has as one of four regional priesti

in Europe and Central Asia to support sustainalole @mclusive growth for farmers and the rural
population with emphasis on smallholders and farfisityns. This support is at regional and countrglev
provided under the programmatic umbrella of thei®®g Initiative on Empowering Smallholders and
Family Farms for Improved rural Livelihood and PdyeReduction (Empowering Smallholders, n.d.)

The Regional Initiative has two components:

1. Support policy development and innovative practifes increased sustainable agricultural
production

2. Support to improvement of rural livelihood and emted access to natural resources

For farm enlargement, a comprehensive frameworkwiially supportive instruments and measures has
been suggested for Armenia, illustrated in figu®&n Holst, 2017).
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As shown in the example from Armenia, land goveceaoould be developed as a comprehensive
framework of mutually supportive instruments andamees that;

1. Stimulate the sales and lease land markets in areds to function as smooth as possible,
creating a proper institutional set up with clamfyrights, procedures and low transaction costs.
Measures are typically carried out countrywide.

2. Guide the land market in a sense that publicly stpd goals for land use are reached in an
‘organic’ and transparent way. In addition to gahenstruments these measures are strongly
related to particular areas (e.g. irrigated or otfigh potential cultivated areas) or target groups
(e.g. a certain farm size, female or young entreguies) guiding the market in a certain direction.
Particularly land consolidation schemes can whemefolly designed give an extra boost to
scaling up and restructuring of farms. Plannindaimd consolidation project areas also serves a
purpose of ‘cleaning up’ the land register and ratialy to formalize lease arrangements. These
are other issues hampering the development of w@gnial land markets. By clarifying the
situation at the same time security of tenure sghimproved.

3. Complement the land market by other measures (sigg state land effectively). In many
situations, including in Armenia, reorientation miblic land management is needed to support
the same objective both in and outside of land alafetion project areas.

4.2 SDGs and their linkage to land fragmentation

The 2030 Agenda for Sustainable Development caniaiirli7 goals (SDGs) and 169 targets (Sustainable

Development Goals, n.d.).

When looking into the SDGs and the 169 SDG targkis clear that several of the targets are reieva
take into consideration when formulating policy sapport and address the structural problems in
agriculture with land fragmentation and small ageréarm sizes in many CEE countries. An overview of
the most relevant targets is provided in figurelt7is important to ensure that support to policy
formulation addressing the structural problemsgricalture and developing the agricultural land keds
take into consideration the individual SDG targeentioned in figure 7. However, it is just as inmpot

to take into consideration that achieving the Snatde Development Goals is a complex process that

will require an integrated approach addressingre¢igsues at the same time.
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A total of 232 indicators are currently being deypsld with a classification into 3 tiers (IAEG-SDGs,
2016). Efforts are being done to lift indicatortated to access of land (indicators 1.4.2 and bta. lier
I" status to ensure that the indicators will betdrthe formal monitoring of the SDGs. By achiayitihe
Tier | status, the indicators on land tenure gaipadrtance increasing the chance of being integriated
national development plans/frameworks. In this pasc(of “nationalization” of SGDs), countries va#t

priorities for working and reporting on specifiegats and indicators.

The targets related to land access create a sénggemcy particularly relevant in the context ahdl
fragmentation. Achieving of any development goaldads increased production and farm income is in
risk of being jeopardized when the basic structafdand ownership and farm size are being neglecte
As reasoned in section 3, policies in CEE countrezpiire acknowledgement of the need to (further)
secure tenure rights of both men and women andubgequent measures to improve land tenure security
and land structures. Some countries outside thdey) Serbia and FYR Macedonia) partly recognize
this need by having a national land consolidatiomgpamme, measures or strategy (refer to section 2)
Such land consolidation approaches usually seriéiphleuobjectives and fit well to contribute to the
above mentioned SDGs in an integrated approacheMemnyas concluded in section 3, land consolidation
approaches have often been implemented too muctd-atane without being supported by other
supportive measures that remove barriers and sttenohobility in sales and lease markets. So als la

consolidation strategies could benefit from a aldsek at the SDG targets and indicators.

4.3 SDG indicators on land tenure in CEE context

A closer look to all the indicators of the targefsfigure 7 would be relevant in the context ofdan
fragmentation in CEE countries. In this paper wdtlourselves to the indicators of targets 1.4 Buadon
access to resources since these are believeddbley importance in linking the SDGs with stratesgi

dealing with land fragmentation.

Indicator 1.4.2: Proportion of total adult popidatwith secure tenure rights to land, with legally
recognized documentation and who perceive théitsitp land as secure, by sex

and by type of tenure

Indicator 5.a.2: Proportion of countries where tbgal framework (including customary law)
guarantees women’s equal rights to land ownersimdpoa control
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Addressing the structural problems in agricultuihwand fragmentation and small farm sizes, primgd
access to land and securing legitimate tenuresighs mentioned a precondition for achievingSbé&
targets in figure 7 including Target 2.3 on douglimoth the agricultural productivity and incomes of
small-scale food producers by 2030. The indicadoes

Indicator 2.3.1: Volume of production per labourituby classes of farming/pastoral/forestry

enterprise size
Indicator 2.3.2: Average income of small-scaledfpooducers, by sex and indigenous status

Securing tenure rights is a condition for the mmlon of responsible land governance that enables
efficient and effective appropriation and use oidatransfer by market functioning, land consolmtaor

other readjustment approaches, and enhancing dldegtive use of land.

The five guiding principles of responsible tenurevernance from the VGGT serve to understand
properly the meaning of ‘secure tenure rights’ oflicators 1.4.2 and 5.a.1. VGGT describe the

obligations of States as to:

Recognize and respect all legitimate tenure tighders and their rights.
Safeguard legitimate tenure rights against thraad infringements.
Promote and facilitate the enjoyment of legitien@nure rights.

Provide access to justice to deal with infringets of legitimate tenure rights.

o r w0 DdkE

Prevent tenure disputes, violent conflicts amduption.

The five principles basically deal with two diffetethings: 1) securing legitimate tenure rights &yd
enable enjoyment of (the secure) tenure rights.fifsieis a precondition for development, e.g. tetbto
land market development, while the second is theeldpment itself, e.g. the option to purchase
additional land on the local land market. A crostting issue throughout the VGGT is that all pagi

and laws that ensure tenure rights should be negridiinatory and gender sensitive.
CEE countries meet in varying degrees the abovediomed principles.

In terms of gender equality, women in the CEE negiogeneral represent a minority of registeredilan

owners, although sex-disaggregated data on lanstragpn are not yet available in the region. Eifen
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gender equality in formal sense is secured by géfegislation such as for example civil codesamily

codes, the limited registration of women as lanchew limits de facto women’s enjoyment of their
existing ownership rights over land. There is thedency both by (male) farmers and civil servants t
register only one member of the household (usualfiest male) as land owner, which provides a

limitation of women'’s de facto enjoyment of thexisting ownership rights over land.

In general terms emphasis in CEE has been on cadgstems and land registration as a precondiion
smooth and transparent market functioning. Maimu$aa this work has been on the infrastructure eded
while little attention was paid to solving issuédselunsolved inheritance, informal agreements ratt y
registered etc. Some countries meet many of the fiinciples described in the VGGT (e.g. Czech
Republic) while others have a long way to go (elkraine). In analyzing the relevance, it is impottt
note that above mentioned principles as describdéitei VGGT apply both to sales and lease markets.

Some of the identified issues occurring in highelower degree depending on the country, are:

= Not all ownership rights are registered (e.g. thas % of agricultural land parcels in Georgia).

» Registration data on ownership are not up to dag¢etd informal transactions

» Registration data on ownership are not up to da¢etd unsolved inheritance cases

= Frequent occurrence of co-ownership and joint oslmier

» Land not being accepted as collateral for bankdoan

= No direct road access to land parcel (e.g. being pha larger consolidated plot before
restitution)

» Land transaction procedures being too bureauclediding to high transaction costs hampering
full enjoyment of tenure rights (i.e. limited furanality of agricultural land market)

» Lack of market information like average priceserehce prices

= Disputes over parcel boundaries or overlappingshmtches of boundaries as a result of different
data origins

= Barriers in buying / leasing or exchanging withiastand

= Barriers in buying / leasing of land in generab(degislation preventing active use of state land
fund to reduce land fragmentation and increase fizes)

» Lease regulations being poorly developed leadirtgriare insecurity

= High percentage of informal lease

= Uneven relations between owners and leaseholders
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All these factors hamper sales and lease marketifuning and / or transactions through organised la
consolidation approaches. Poor functioning fornaaldl markets lead to informal agreements that are
never registered and results in weak tenure rightsincrease risk of conflicts and infringementsisT
hampers solving of land fragmentation and growthsofall size subsistence farms to medium size
commercial farms thereby preventing modernizatiomd gprofessionalization of farming. Land
consolidation is hampered by this but can alsodes s an opportunity since land consolidationtimas
effect of ‘cleaning up’ the property situation.dn intensive and participatory process other - siomes
long pending - issues like unsolved inheritanceesasverlapping maps, mistakes in land registration
unclear land rights and informal lease, get setiled formalized to achieve the best outcome ofahd
consolidation process. In this way land consolalaserves as an engine to solve other problemitgad
to a continued higher level of land mobility aftand consolidation and hence to a better functignin
agricultural land market. A clear status of thedlaand larger plots stimulate to invest and landdei
easier accepted as collateral. Last but not leastemporary land consolidation is integrated birea
and balances the realization of different potelytiabnflicting targets of the SDGs such as for eghem
2.3 (increase food production and farm income) Hnd (conservation, restoration and sustainablefise

ecosystems).

4.4 Integrating land market development into natimal strategies

The importance of securing all five guiding pridefpof VGGT in the framework of the 2030 Agenda for
Sustainable Development provides an excellent dppity to integrate the issue of land market
development more firmly into policies on agricu#tiand rural development in CEE countries. Effoots s
far in CEE are contributing in an integrated way atthieving targets as formulated in the SDGs.
Approaches however need rethinking and re-planeinge the intensity of operational programmes is

often too little and the measures too limited ®ate meaningful impact.
National and international organisations are ttoeeefecommended to:

» Link clearly the objectives of national developmstnategies to the SDGs
*» Include or strengthen in such strategies sectiamsfabm structures and rural land market

development
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Such rural land market development sections shooidbe limited to particular instruments but cotrex
entire framework that governs land ownership, leade, land transactions and taxation.

5. Conclusions and the way forward

Land fragmentation in all its dimensions remainslegpread throughout Central and Eastern Europe.
Although farms sometimes benefit from having selvpaacels, in general land fragmentation hampers
modernization of family farms and proper connectionagricultural markets. This has impact on the
individual household and the rural community ashele. Land markets, even when properly regulated
and properly functioning, are often unable to odrtbe situation. Several measures and instrunaets
needed to facilitate the land markets to functidecaately and to accelerate consolidation and ¢rafvt
small farms. Analysis of policy initiatives in CE€ountries illustrates that options for solving the
structural problems of land fragmentation and snsakle of farms have concentrated on particular
instruments like land consolidation and land bagkwith varying rates of success. To create more
impact, comprehensive frameworks of mutually suppeinstruments for rural land development should
be developed. The Sustainable Development Goal&$§pProvide a new incentive and an excellent
opportunity to integrate land and farm structutdatesl goals into national development strategieSEE
countries. The SDG indicators 1.4.2 and 5.a.2 dgaliith access to land, create a sense of urgency
particularly relevant in the context of land fragrtation. Achieving of any development goal towards
increased production and farm income is in rislbeihg jeopardized when the basic structures of land
ownership and farm size are being neglected. ;abintext rural areas in CEE faces several chakeig

1) secure further legitimate tenure rights ando2riable the full enjoyment of (the secure) temigtets.
Disaggregation of policy ambitions is needed towasgecific groups like small, young and female
farmers and landowners to ensure (de facto) enjoywietheir tenure rights. To support the developme

of proper policy responses, several actions ardetbe

Knowledge and awareness raising among policy maksiplanners

Improvement of policies and strategies starts witlareness raising about the importance of landréenu
and land market development as structural elenfahtvelopment. Both the VGGT and the development
and mainstreaming of SDG indicator 1.4.2 on lamdite are relevant opportunities to link to. The FAO

Regional Office for Europe and Central Asia and IXNET are suggested to take the lead in this in the
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region. Important element of such advocacy is bk linternational events more closely to farmers’

organisations as they may build up the pressuma filte ground. Besides National governments e.g.
Ministries of Agriculture more intense dialogues aeeded with representations of the EU and thédNor

Bank in the CEE region. Key in such events is tw/jofe clear evidence of stagnating trends suppdayed

proper story telling about real cases on the ground

Research, analysis and exchange by land goverpaofessionals

A number of issues needs be researched deepeax tikenparative study on land lease frameworks with
central questions ‘how can lease frameworks beadnsat in order to consider leased land as an iakegr
and secure part of a farm’s economic model?’ amdv‘lban such land lease be promoted as a low-cost
alternative for farm enlargement?’. Other subjectsthe interrelation between ‘pre-emption rigkdad
taxes and land mobility’, and ‘efficient ways tcatievith joint, co- and absent landowners’.

Exchange between experts should be intensifiedoandme daily practice instead of being concentrated
around international events. FAO and LANDNET aresidering to start ‘OFF LANDNET’, an Online
Forum For LAND NETworking in which professionals & helpdesk setting support each other in
assessing policy options, translation into legalmfeworks etc. It is suggested to intensify research
analysis and exchange via international projecth walear targets, clear outputs and strict deasllared
well linked to the networks of relevant professisrike FIG, WPLA, LANDNET etc. Joint effort needs
to be done to put land on the agenda of majornat@nal exchange and innovation programmes like
H2020, TAIEX etc.

Pilots to support SDG linked strategies for landkefdevelopment

National governments need guidance and suppontegiating land market development in their poficie
and strategies. It is recommended to start a nurmb&farmland Structure Development (FSD) pilot
zones'. These pilots are objective based insteathsifument based. A broad range of services to
stimulate and guide the rural land market are effeActivities included are to clarify titles, remco-

and joint ownership, formalize lease arrangemesitdve unsettled inheritance cases, exchange and
consolidate land and to increase farm size by bettarket functioning and use of public land.
Instrumental and legal advice are provided as @fdtte pilot as well as active mediation and faaflon
capacity. In situations where land consolidationfdasible, technical assistance will be provided to
develop land consolidation plans. Such pilots idelubudgets to cover process, registration and

transaction costs as well as the technical assistaneded. Experience gained during the pilots heill
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used to build strategies for mainstreaming FSD @gnprogrammes. This mainstreaming includes
development of new instruments and proper leg@lafe.g. tax and registration waivers in dedicated
zones).

International cooperation

Technical assistance and capacity building throuiggernational support are needed to develop
frameworks for analysis, programming and targefirsetand to apply these frameworks in the regular

cycle of policy making and planning.

Cooperation with World Bank and UN Habitat is sugjgd to follow closely indicator development and
to incorporate in a unified way indicator developine the various strategies. Key in this is a jprop
description of ‘secured land tenure’ via BOTH ldgalecognized documentation AND people’s

perception of their rights as being safe and traldea
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Tables
Level of fragmentation of ownersh| Level of fragmentation of land us¢
in agricultural land in agricultural land
Medium Medium
Medium Medium
Medium Medium
High Low
High Low
High Medium
Medium-high Medium-High
Medium Low-medium
High High
High High
High High
High High
High High
High High
High High
High High
High High
High High
High Medium-High
Low-medium Low
Low Low
Low Low
High High
High High
High High

Table 1. Current level of ownership and land use fragmentation in the 25 study countries. Source:
Hartvigsen, M. (2013b), p. 339.
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Figure 2: Farm Sze Distribution in Armenia (Van Holst, 2017)
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Figure 3: Number of plots per holding in Armenia (Van Holst, 2017)
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Figure 4: Satus of the introduction of land consolidation instruments in Central and Eastern Europe
(February 2018).
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Farm enlargement for
agriculture sector
growth in Armenia

Potential measures
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Sustainable agriculture
sector growth in
Armenia

Farm enlargement and
improved structure of
farms

1. Increased land mobility in
agricultural land sales and lease
markets

Instruments / measures

1.1 Rural real estate services
Provide information about offer
and demand
Provide model contracts for sales
and lease
Publish reference prices
Assist owners to clarify or update
land registration
Mediate in sales and lease

1.2 Sales market regulations
- Establish / modify pre-emption

rights for co-owners, leaseholders
and neighbours

1.3 Lease market regulations

- Provide better land tenure
security by regulating mid-term
lease and stimulate its registration
(terms, max/min. prices, right of
renewal/inheritance)
Put in place specific mechanisms
for conflict resolution

1.4 Taxation and tax exemptions

- Reconsider real state (usage) tax

- Provide property transfer tax
exemptions for small transactions
and use of pre-emption rights

1in

Stimulating land markets

2. Project based land consolidation
in combination with infrastructure
development

Instruments / measures
2.1 Land consolidation

Establish legal framework and
programme for land consolidation
Facilitate voluntary land
consolidation projects

Facilitate majority based land
consolidation

Combine (by default) irrigation
and drainage development with
land consolidation

.2 Land registration

Update land registration in LC
areas by assistance in e.g. solving
of inheritance cases

Set procedures for unknown /
absent land owners

2.3 Sales market regulations

Provide specific solutions for
transaction in land consolidation
(one single transaction)

Establish pre-emption rights for a
(to be defined) government
agency in land consolidation areas

2.4 Lease market regulations

Define rights of (registered)
leaseholders in land consolidation
areas

Taxation and tax exemptions

Provide property tax exemptions
in land consolidation areas

o

Guiding land markets

3. Efficient use of state and
community land to support
medium size farms

Instruments / measures

3.1 Public land management

- Develop specific approaches for
using community land in farm
structure improvement
Improve / simplify procedures to
sell community land to enlarge
farms
Turn short term lease contracts

into 5-6 year lease contract with
higher tenure security

3.2 Land consolidation

- Use community land optimally in
land consolidation areas by
specific procedures

3.3 Taxation and tax exemptions

- Provide tax exemptions for land
exchange between community
and private land

gty

Complementing land markets

Figure 6: Potential measures for farm enlargement and consolidation in Armenia (Van Holst, 2017)
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SDG Target | Description

Target 1.. By 2030, ensure that all men and women have edghisrto
economic resources, as well as access to basicegrewnershif
and control over land and other forms of property

Target 1. Create sound policy frameworks at the nationaljorej and
international levels, based on pro-poor and gesdasitive
development strategies

Target 2.. By 2030, double the agricultural productivity and incomes
small-scale food producers
Target 2.. Ensure sustainable food production systems and emmgrht

resilient agricultural practices that increase pmtivity and
production, that help maintain ecosystems, thaengthen
capacity for adaptation to climate change

Target 5.. Undertake reforms to give women equal rights toneatic
resources, as well as access to ownership andotater land
and other forms of property

Target 5./ Enhance the use enabling technology, in particular informati
and communications technology, to promote the engpment of
women

DECENTHORKAVD Target 8., Achieve higher levels of economic productivity thgh
/‘/ diversification, technological upgrading and inntbwa
‘|' Target 8.. Promote developme-oriented policies that support product

activities, decent job creation, entrepreneurskigativity and
innovation, and encourage the formalization andvgncof micro-
, small- and medium-sized enterprises

Target 15. By 2020, esure the conservation, restoration and sustainss
of terrestrial and inland freshwater ecosystemsthait services
in particular forests, wetlands, mountains and airgk, in ling
with obligations under international agreements

Target 15. By 2030, combat desertification, restore degraded kil soil,
including land affected by desertification, droughd floods, and
strive to achieve a land degradation-neutral world

Figure 7: Most relevant SDG targets when addressing structural problems in agriculture with land
fragmentation and small farm sizes.



