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SUMMARY

Development of Agricultural Land Market is uniqueRussia as compared to other countries.
The super goal of modern Russian Agrarian and [Refdrm is to create the conditions and
incentives to provide sustainable development afcaljural production and to solve the
country's food problem.

The state’s land monopoly in Russia was abolismetl awo main forms of land ownership:
public uses and private farming were introducechdLanay be converted into individual
private property of citizens for personal use, fiawgn horticulture, and animal husbandry as
well as to accommodate buildings and constructiongndividual enterprise, to build and
maintain dwelling houses, country cottages, garadge2001, the Land Code based on market
economy principles was adopted by the Russiandpaeint. The Agricultural Land Market
Act was introduced in February 2003. Accordinghe taw any parcel of agricultural land
may be sold or purchased. As a result the numbégdtultural Land Market Transactions
has been increased. However, the total agricultaral area has been reduced.

On July 24, 2007 the State Real Estate CadastravAstissued. According to the Law the
State Real Estate Cadastre was introduced on MBré@®08. The Law governs the Real
Estate Cadastre Survey Activities as well as cbtla¢ processing and usage of Real Estate
Cadastre Information. On December 29, 2010 theciural Land Market Act was amended
to stimulate land consolidation as well as develepimof agricultural production in the
Russian Federation.

! The development of Agricultural Land Market isque in Russia compared to other countries. OuriRuss
Colleagues have developed a new method for caiegltte value of agricultural land because the bdrdve
not accepted the cadastral value as a basis foculigiral Land Mortgages. This value was calculaiadhe
basis of the Land Market Auction Price Model ofestain Region.
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Development of Agricultural Land Market in Russi&ederation is mostly depended on
Regional Land Policies. One of the successful exesnpased on legal framework included
the Federal Legislation as well as a local regoais Orel Region Land Policy. In that sense
it's very important to make land cadastre informatimore understandable and transparent
for customers. It must be pointed out that cadhstalue of agricultural land is not
applicable for Agricultural Land Market Transacts because there is no relation to market
land value. As a result, the banks have not acdeptecadastral value as a basis for
Agricultural Land Mortgage Transactions. Becauset,obutside investors as well as other
customers have not been able to get reliable irdoon about the value of agricultural land
plots and participate as educated and well-inforangehts (buyers or sellers) in Agricultural
Land Market Transactions. Due to it the Agricudiurand Mortgage Values were calculated
on the basis of Land Market Auction Price Model @el Region.

1. INTRODUCTION

Development of Agricultural Land Market is uniqueRussia as compared to other countries.
The abolition of serfdom in 1861 and Stolypin’s &ef as well as subsequent development
of Agricultural Land Market undermined the commutahd system. The super goal of

modern Russian Agrarian and Land Reform is to erg¢laé conditions and incentives to

provide sustainable development of agriculturaldpgion and to solve the country's food

problem. It should be noted that one of the spe@hjectives of the reform s the

redistribution of land from collective to privatariing in order to provide rational use and
protection of lands in Russia.

The state’s land monopoly in Russia was abolismetd awo main forms of land ownership:

public uses and private farming were introducechd_anay be converted into individual

private property of citizens for personal use, fiawgn horticulture, and animal husbandry as
well as to accommodate buildings and constructiongndividual enterprise, to build and

maintain dwelling houses, country cottages, garages

The private property may be established also asethdt of the conversion of lands belonged
to former collective and state farms as well datjstock companies including those
established on the basis of state farms and other-eawned enterprises, and lands granted for
collective horticultural production, animal husday, and collective country-house
construction.

The principle of independent agricultural produstiby land proprietors, landowners, and
tenants has been secured. Any interference in alegirity by state, economic or other bodies
is prohibited. The economic, social, and legal & the organization and activity of private
farms and coops on the territory of Russia has lwk#armined. The rights of citizens to
organize private farms, economic independencestassie, state protection of their legitimate
interests and the right to free cooperation haenlgriaranteed.

It is proclaimed that a private farm should be adependent economic entity having the
rights of a legal subject, which produces, procgsared sells agricultural products. Parcels of
land may be leased by local authorities or citiaghe are land proprietors. This was the first
time in Russia of a right is available to dividedareform collective and state farmland into

shares.
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Member of former collective farm or state farm hhe right to withdraw and start up a

farmstead of his own without asking for consehtollective or the management. Upon
decision by local authorities, such a farmsteadgianted a piece of land of a size
corresponding to the farmstead member’s shareeihatid stock or value.

A withdrawing farmer may expand his land possessiby purchase. During the

reorganization of collective and state farms, tHfas@s were broken up into smaller units and
their juridical status was made consistent withdkagion of the Russian Federation.

2. LAND TENURE
The Russian Federation’s territory was amounte@a8& million hectares in 2009. The most
important piece of the area is agricultural lande Total agricultural land area was estimated

400.0 million hectares in 2009 or 23.4 % of thalt&ussian Federation area (see Table 1).

Table 1. Russian Federation Land, 2008-2009, millohectares

2009/
Item 2008 2009 20‘2?’_2)008 2008,
' %
1 | Agricultural Land 402.3 400.0 -2.3 -.58
2 | Urban Land 194 19.5 +.1 +.51
3 | Industrial Land 16.7 16.7 — -
4 | Special Protected Regime Land  34.4 34.8 +.4 +1.15
S | Forest Land 1,106.5 1,108.5 +2.0 +.18
6 | water Land 27.9 28.0 +.1 +.36
7 | Reserve Land 102.6 102.3 -3 -.29
Total 1,709.8 1,709.8 - -

Source: Rosnedvizhimost’, 2010

The cropland, perennial, pastures, hay field laasisvell as idle land were amounted 196.1
million hectares or 49.0 % of total agriculturahdbarea in 2009 (see Table 2).
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Table 2. Agricultural Land, Russian Federation, 200, million hectares

Item Area %
1 | Agricultural Land® 196.1 49.0
2 | Forest Land 37.4 9.3
3 | Bush Land 19.4 4.8
4 | Road Land 2.3 .6
5 | Building Site Land 1.1 3
6 | Water Land 13.2 3.3
7 | Marsh Land 25.5 6.4
8 | Others 105.0 26.3

Total 400.0 100.0

Source: Rosnedvizhimost’, 2010.

Table 3. Agricultural Land Tenure, Russian Federaton, 2009, 1000 hectares

Item Total Cropland | Idle Land | Perennial H‘Efrllzld Pasture
Joint Stock Companiges
and Partnerships | 55 456.3| 38,902.3 7375 184.3 4,157|5  11,474.7
Production COOPS | 54185 7| 323711  1.134.1 89.9 4458/1 15,1325
State and Municipal
Enterprises 7,455.9 3,535.4 120.8 405 687.8 3,071l4
Research Institutions § g355 | 1 4195 15.1 12.4 112.7 270.8
Subsidiary Farms | 1,131.4 731.4 20.9 4.4 121.8 252.9
Others 35949 | 2178.1 49.9 10.0 250.0 1,106|9
Tribal Land 16.2 3 - - 9.2 6.7
Kazak Society Land 93.9 64.0 A A 6.7 23.0
Total 122,764.8 79,202.1 2,078.4 341.6 9,803.8 J/WSB

Source: Rosnedvizhimost’, 2010

The dominant role in Russian Agricultural Land Tenbas played production coops as well
as joint stock companies or parastatals (see T3blerivate farms as well as subsidiary farms
have played the important role in Russian Agriaaltrivate Land Tenure too (see Table 4).
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Table 4. Agricultural Private Land, Russian Federaton, 2009, 1000 hectares

ltem Total Crop Idle Land | Perennial Hay Field Pasture
land Land
Private farms 21,697.8| 15,571.5 97.7 15.4 920.1  5,093.
Individual Entrepreneurs| 15317 | 1,157 12.6 6.6 63.4 292.1
Subsidiary Farms 6,873.3 4,887.4 41.4 214.3 988.7 74156
Service Land Farms 59.7 12 - A4 42.2 5.1
Horticulture Farms 1,083.7 28.5 1.2 1,051.3 .8 1.9
Vegetable Growing Farms 2g9 5 288.3 8 1 - 3
Dacha Farms 31.6 23.8 .6 4.6 5 2.1
Housing 492.8 409.4 3 63.4 6.4 13.3
Livestock Farms 301.8 36.3 1 - 68.8 196.6
Grazing Farms 15,223.8| 1,245.4 107.9 7.9 3,231 10,631.6
Agricultural Land Owners 5,997.8 4.576,2 55.6 12 1.34 1,012.6
Land Shares 14,350.f 8,053/4 1,062.5 9.9 1,646.15783B
Total 67,934.2| 36,289.2 1,380.F7 1,385,9 7,309.4 564,

Source: Rosnedvizhimost’, 2010
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Table 5. Land Market Transactions, Russian Federatin, 2006-2009, Number of transactions/hectares

Item 2006 2007 2008 2009
Number Number Number of Number of %
Transactions of transactions/ % of transactions/ % transactions/ % transactions
hectares hectares hectares hectares
Total 4,545,140/ 100.0/ 4,519,093/ 100.0/ 4,780,638/ 100.0/ | 4,884,158 | 100.0/
106,446,609 100.0 115,843,859 100.0 117,766,738 | 100.0 |132,780,47B| 100.0
including:

. 3,514,594/ )
Leasing of stale a1 3 737 574/ 82.2/ 3,628,109/ 80.3/ 3,677,315/ | 769/ | 113081764 225 (i/
lands P 104,827,034 98.5 114,103,370 98.5 114,531,857 97.2 B :
Selling of right to 15.684/
lease of state ai 7,068/ .2/ 13,835/ 3/ 31!’3 889 3/ 22,412/ 4/.2
municipal owne 124,954 A 149,276 1 ! 3 326,359
lands
f’ni'::?c? :lf Stagewnin 176,751/ 3.0/ 233,706/ 5.2/ 202,847/ 61/ | a0 eas)

P 262,791 2 369,383 3 503,813 4 ’ 7.11.5
lands 610,740
Eﬂ‘gggba“gtii‘z'i:ggaﬁ 400,075/ 8.8/ 405,670/ 9.0/ 473,190/ 9.9/ | 520,209/ | 10.8/2.4

Y 467,686 4 560,286 5 1,067,303 9 3,159,634
legal entities

117,776/ A4/8.
Land Granting ‘;%'Aé%;/ 1.0/ 49,715/ 1.1 73,334/ 15/ | 10,582,962 2.4/8.0
' 1 126,596 1 335,042 3
. 165,847/ 3.6/ 162,151/ 3.6/ 218,244/ 4.6/ 314,556/ | 6.4/3.1
Land Heritage 524,352 5 336,002 3 596,197 5 | 4,116,338
Land Mortaade 14,388/ 3/ 25,907/ 5/ 30,024/ 71 43,921/ 9.7
9ag 169,437 2 198,856 2 416,637 4 902,676
Source: Rosnedvizhimost’, 2010
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In 2001, the Land Code based on market economgiples was adopted by the Russian
Parliament (the State Duma).The Agricultural Landrkét Act (Zakon ob oborote zemel

selskokhzyastvennogo naznacheniya) was introducEebruary 2003. According to the Law
any parcel of agricultural land may be sold or pased. As a result the number of Land
Market Transactions has been increased (see Talblevkever, the total agricultural land

area has been reduced (see Table 6).

Table 6. Agricultural Land, Russia, 2000-2009, niibn hectares

Iltem 2000 2002 2004 2009 2008/
2000,
%

Agricultural Land-| 221.1 220.9 220.7 220.5 99.7
total, including:

Cropland 124.3 123.5 122.1 121.7 98.0
Perennial 1.9 1.8 1.8 1.7 89.5
Pasture 91.0 91.4 92.0 92.1 101.2
Idle 3.9 4.2 4.8 5.0 128.2

Source: Rosnedvizhimost’, 2010

The average size of agricultural land occupied iyape farm has been increased due to land
consolidation. It was estimated 81 hectares in g6 Table 7).

Table 7. Private Farms, Russia, 1995-2006

ltem 1995 1998 2000 2002 2004 2006 2009/
1995,
%
Number of
farms, 1000 280.1 270.2 261.7 264.0 261.4 255.4 91.2

Total land area,
1000 hectares | 12,011 13,845 | 15,292 17,662 19,200 20,588 171.4
Average land
size, hectares | 43 51 58 67 73 81 188.4

Source: Russian National Economy Fact Book 2008sg¢ko v tsifrakh, 2008) Moscow,
Federal Service of State Statistics, 2008, p.238.

3. LEGAL FRAMEWORK

The legal framework for Land Market must be alsprioved. There are some contradictions
between basic legal acts (the Constitution of thesitan Federation, the Civil Code, the Land
Code, The Federal Mortgage Act, the AgriculturahdaMarket Act, the Federal State
Registration of the Rights to Real Estate Act, atd) related to regulation of Agricultural

Land Market. Due to it, despite of adoption the d&wode as well as the Agricultural Land

Market Act the legal basis for implementation ofriggltural Land Market is still unclear.
7116
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Both the Russian Constitution, adopted in 1993,thedCivil Code, adopted in 1994, upholds
the right to own private property, which includesttbland plots and buildings. Despite these
guarantees, however, land reform was for a long tine subject of national political debate.
The general principles of land ownership are sdtiouhe Constitution. Article 9 of the
Constitution establishes the principle of privatenership of land. However, it does not
provide any procedure for the transfer of landidnisally owned by the state, into private
ownership.

The Land Code approved by the State Duma in 20Gllinated applicability to some
categories of land, which are the subject of theassie federal laws. Such land includes
water, forestland as well as agricultural land. éxding to the Land Code, the Agricultural
Land Market Act governs the agricultural land markansactions. Thus, in fact, the Land
Code applies only to non-agricultural land, whicvers about just two percents of the total
Russian land area.

In accordance with the Agricultural Land Market Attte Federal Mortgage Act governs the
agricultural land mortgage transactions. The Fared€ System as well as Agricultural Land
Mortgage Bank must be introduced to provide an sxcéar farmers to agricultural credit and
to guarantee them the right to use their land dsasether real estate as collateral.

Thus, the Russian Land and Real Estate legislatust be revised to eliminate the
substantial contradictions existing between difiéraws now. Due to it some substantial
changes have been made in Agricultural Land Maflattas well as the Federal Land Use
Planning Act on July 18, 2005 by the State Dumacoiding to them land shares belonged to
former collective and state farmers must be dentedloan the ground as well as their location
must be determined. In our opinion it will positiyeaffect on development of Agricultural
Land Market in the Russian Federation. But theslagpn must be amended to enable Land
Market and ensure clear delineation of the cornedp property rights among the various
level of the government. In 2001 the Federal Seperd he State Ownership On Land Act (
Zakon o razgranichenii gosudarstvennoy sobstvennastemlyou) was adopted by the State
Duma. According to the Agricultural Land Market Atite Regional Agricultural Land
Markets Acts were introduced at the regional level.

In accordance with article 8 of the Land Code Trand. Transformation Act (Zakon o
perevode zemel i zemelnykh uchastkov iz odnoy kateg druguyou) has been adopted on
December 21, 2004. According to the Law the larahdformation procedure has been
introduced and clarified. According to the Law #harest Code as well as Federal Ecological
Expertise Act has been changed. On January 1, 2@6&and Taxation Act was abolished
and new chapter # 31 of the Russian Tax Code “Oangtion” was introduced. According to
the chapter the Land Taxation is exclusive resjilityiof local governments.

In that sense it's very important to make cadastfermation more understandable and
transparent for customers. It must be pointed &t tso called "cadastral value” of
agricultural land using in Russia is not applicdiole Agricultural Land Taxation as well as
Agricultural Land Market because there is no treta to market land value. As a result,
Russian banks have not accepted “cadastral vakia’basis for Agricultural Land Mortgage

transactions (see Table 5).Because of it, outsidestors as well as other customers are not
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being able to get reliable information about theugaof agricultural land plots and participate
as educated and well-informed market agents (buyesgllers) in Agricultural Land Market
transactions.

Despite of it, a new Land Taxation System basedwnalled “cadastral value “was adopted
by the Russian Parliament in November, 2004. Atiog to it the maximum Agricultural
Land Tax Rate defines as 0.3% of “cadastralie’abf agricultural land. But a new
Cadastre Value Methodology based on Market Econammgiples has been developed.

On July 24, 2007 the State Real Estate CadastrgZsdton o gosudarstvennom kadastre
nedvizhimosti) was issued. According to the Law thmte Real Estate Cadastre was
introduced on March 1, 2008. The Law governs thal BEstate Cadastre Survey Activities as
well as collection, processing and usage of Rewt&<adastre Information. In accordance
with p.2 of article 1 of the Law the State RealdistCadastre is a registered record that
shows the ownership, boundaries, and values of dadbuildings. Such register shows the
owner of each parcel of land, its area, its use aatdgory, buildings as well as their fiscal

assessment. In accordance with p.5 of article thefLaw the land plots, buildings and other

property are the subjects of the Real Estate Cadl&irvey.

The Agricultural Land Market Act as well as sombestland acts was amended on December
29, 2010 by the special federal law #435. The oafecompulsory withdrawal of sites of
agricultural appointment was settled. Accordinghe Law it's possible through court in a
case when the land isn't used 3 years and morealandat essential decrease in fertility or
considerable deterioration of ecological conditicBgns of non-use and criteria of decrease
in fertility (ecology deterioration) will be defideby the Government of the Russian
Federation. Administrative responsibility for noseuof the agricultural lands to destination is
strengthened. A number of amendments is directeplediection of a turn of the land shares
received at privatization of agricultural lands., Sbe transfer order (without tendering)
municipal sites in the property or rent to the agtural organizations and farmers, their
using is simplified. The price of such land cartteed 15 %, and a rent - .3 % of its cadastral
value. Features of formation of sites from the faotlagricultural appointment, fulfillment of
transactions with land shares are established.orftler of the termination of the rights to
unclaimed land shares is settled. As those of whmatproprietor hasn't disposed within 3
years (except those, in particular, are considetbd, rights on which are registered).
Possibility of disclaimer of the property on a lastthre is provided. The law comes into force
since July, 1st, 2011, except for separate position which other terms of conducting in
action are provided.

4. INSTITUTIONAL FRAMEWORK

The main objective of the Russian Government pdlicthe area of Real Estate is to create
conditions for efficient use and development of IResiate Market meeting the requirements
of society and individual citizens.

On December 25, 2008 in accordance with the Presife¢he Russian Federation Decree on
Federal Service of State Registration, Cadastre Mapping the Federal Service of Real
Estate Cadastre as well as Federal Agency of Ggoded Mapping were dissolved.
According to the Decree the Federal Registratiani&e was renamed into Federal Service
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on State Registration, Cadastre and Mapping (Resj)ed&he functions of mentioned above
agencies were transferred to Rosreestr. The FeBeraice on State Registration, Cadastre
and Mapping is now under authority of Ministry oEdhomic Development (Ministerstvo
ekonomicheskogo razvitiya) of the Russian Fedanatt regional level local offices of
former Federal Service of Real Estate Cadastreefisag’ Land Cadastre Chambers have been
transferred to Federal Service on State Regisira@adastre and Mapping.

5. REGIONAL LAND POLICIES

Development of Agricultural Land Market in the RiassFederation is mostly depended on
Regional Land Policies. One of the successful exasnig Orel Region Land Policy which
based on legal framework included the Federal Ll as well as local regulations.

Orel Oblast Land Legislation is based on the follmyvacts: Decree of the Head of
Administration of Orel Oblast # 616 issued on Debeni2, 1997 on farm reorganization and
land privatization and Target Program on develogroéthe Legal Basis of Orel Oblast Land
Reform approved by the regional authorities on ©etalO, 1998. The Land Policy is the
main part of Orel Regional Government AgricultuBblicy included the following
components: farm reorganization and land privabeathorizontal and vertical cooperation as
well as integration of agricultural producers, depenent of innovation and investment
activities in agriculture, development of RegioAaricultural Land Market.

Orel region agricultural land was amounted 2,1aBdusand hectares or 85.3 % of total
regional land in 2009 (see Table 8). Break dow@ Oblast Land is displayed in Table 9.

Table 8. Orel Oblast Land, 2008-2009

2008 2009
ltem 1000 % 1000 % 200%)/{)2008,
hectares hectares
Agricultural Land 2,106.6 85.5 2,103.1 85.3 99.8
Urban Land 196.0 7.9 196.1 8.0 100.0
Industrial Land 22.6 9 22.6 .9 100.0
Special Protected 32.1 1.3 35.5 1.4 110.6
Regime Land
Forest Land 100.0 4.1 100.0 4.1 100.0
Water Land 1.2 - 1.2 - 100.0
Reserve Land 6.7 3 6.7 3 100.0
Total 2,465.2 100.00 2,465.2 100.0 100.0
Source: Orelnedvizhimost’, 2010
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Table 9. Break down of Orel Oblast Land, 2009, 100Bectares

ltem Total Agri Crop Forest | Water | Building | Road
Land land Land Land | Site Land | Land

Agricultural 2,103.1 1,898,7 1,508.3 131.9 12.4 4.9 38.3
Land
Urban Land 196.1 141.8 56.1 10.6 2.6 13.9 22.8
Industrial 22.6 2.3 4 4.8 1.3 2.1 10.8
Land
Special 355 2.0 v 32.9 A - 4
Protected
Regime Land
Forest Land 100.0 1.7 2 96.3 .6 A .4
Water Land 1.2 - - - 1.2 - -
Reserve Land 6.7 5.2 3.4 .6 - - 4
Total 2,465.2 2,051.7 1,569.1 277.1 18.2 21.C 73.3

Source: Orelnedvizhimost’, 2010

The private land ownership plays the dominant ioléhe regional agriculture and consists
mostly of land shares belonged to former collectind state farmers (see Table 10).

Table 10. Land Tenure, Orel Oblast, 2009, 1000 hextes

Owne | State and municipal ownershij
Private rship | Total Citizens Legal entities
ltem Total owner of Inuse |Lease |In Lease
ship legal use
entiti
es
Agri Land 2,103.1| 1,3746| 724 | 656.1 ] 3 25.0 6.4
Urban Land 196.1 58.5 1.0 136.6 - A 3.1 .8
Industrial i -
Land 22.6 - .6 22.0 7.9 1.2
Special
Regime 35.5 - - 35.5 - - 33.2 -
Land
Forest Land 100.0 - - 100.0 - - - -
Water Land 1.2 - - 1.2 - - - -
Reserve 6.7 - - 6.7 i - - -
Land
Total
2,465.2 | 1,433.1| 740 | 958.1 ] 4 692 84

Source: Orelnedvizhimost’, 2010

Main role in Orel Oblast Agricultural Land Tenurday joint stock companies and
partnerships or parastatals (see Table 11). Theypoed 1,264.2 (82.0 %) thousand hectares
of the regional agricultural land in 2009. They @also rented the most of agricultural land
shares. 11/16
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Table 11. Agricultural Land Tenure, Orel Oblast, 209, 1000 hectars

Area Land Including | Legal State
Item shares | Not entity’s and
claimed land municip
land ownership | al land
shares owner
ship
1/ Joint stock companies 1,264,2 901.4 216.6 32.8 301.6
and partnerships
2| Production coops 213.0 155.8 69.3 - 56.9
3 State and municipal 6.7 2 - - 6.5
enterprises
4 Research Institutions 28.2 - - - 28.2
5 Subsidiary farms 21.5 3.4 5 2.9 12.1
6| Others 8.7 2.1 - 1.9 4.7
7| Total 1,542.3| 1,062.9 286.4 37.6 410.0

Source: Orelnedvizhimost’, 2010

In 2010 there were 1,247 private farms in the negibhe average size of the farm was
amounted 142.3 hectares. (See Table 12).

Table 12. Private Agricultural Land Ownership, Orel Oblast, 1990-2009

ltem Years | Number, | Total including |including | Total
1000 Land, AgriLand | Cropland, | Land,
1000 1000 1000 2008/
hectares | hectares | hectares | 1990,
(+.-)
1000
hectares
Private farms 1990 - - - - -
2009 1.3 178.4 177.5 166.7 +178.4
Subsidiary 1990 165.8 42.0 39.9 33.6 -
farms 2009 145.2 84.6 81.7 73.9 +42.6
Housing 1990 - - - - -
2009 36.5 4.4 2.1 1.6 +4.4,
Horticulture 1990 56.9 3.7 3.7 - -
2009 102.1 10.0 8.9 A1 +6.3
Vegetable 1990 35.1 2.7 2.7 2.7 -
growing 2009 18.6 2.6 2.6 2.6 -1
Grazing 1990 - - - - -
2009 42.0 333.3 330.2 147.7 + 333)3
Total 1990 - 48.4 46.3 36.3 -
2009 - 613.3 603.0 392.6 +564.9

Source: Orelnedvizhimost’, 2010
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One of the most important problems of Agricultutaind Market Development is to create
legal as well as institutional framework for Agritral Land Mortgage Transactions. In
accordance with the target program “Developmeritasfd Reform in Orel Region for 1999-
2002” a new approach for development of Agricultwwand Mortgage has been introduced.
According to the program private farms as well #isep agricultural producers have an
opportunity to use agricultural land as collatei@lget loans. According to the program
Agricultural Land Mortgage Obligations should besued to develop and stimulate
Agricultural Land Market in the region too. Accandito 2003 Orel Oblast Agricultural Land
Market Act the regional land market company “Orantd Investment Company” has been
established. The company operates as an opersjork company. In accordance with Orel
Regional Government Order # 108 issued on July2PP3 the super goal the company is
creating of favorable environment for developmehtAgricultural Land Market in Orel
Region

Now it's very important to launch the public retaticampaign focused on Agricultural Land
Market Development to strengthen people’s abilityuhderstand the role and importance of
Agricultural Land Market transactions. Due to itethcompany publishes newspaper
“Orlovskie zemelnie vedomosti” (Orel Land News) wlhi provides public access to
agricultural land market transactions as well ascatjural land prices information.According
to article 2 of 2003 Orel Oblast Agricultural Laibrket Act, all agricultural land market
transactions must be executed via Orel Land Investr@ompany. As a result Orel Oblast
Government Land Policy the efficiency of agricudtuproduction as well as a number of
agricultural land transactions has been increasé#ukei region (see Table 13).

Table 13. Land Market Transactions, Orel Region, 209

Number of transactions/hectares
Item Total Including

Urban Industrial Agri Land

Land Land
Selling of state and municipal 2,745/ 2,648/ 31/ 63/
owned lands 2,518 391.3 35.3 2,088
Selling of lands by citizens and 2,405/ 1,868/ 11/ 509/
legal entities 8,961/ 455 6.5 8,499
Leasing of state and municipal 5,028/ 4,026/ 106/ 667/
owned lands 164,388 1,295.4 548.5 161,516
Other transactions, total, 1,930/ 1,924/ - 6/
including 5,260 2,677.3 2,582.9
Land Granting 508/ 508/ - -

1,660 1,660
Land Heritage 1,369/ 1,369/ - -
975.5 975.5
Land Mortgage 4/36.7 4/36.7 - -
Total 12,108/ 10,466/ 148/ 1,245/
181,127 4,819 590.3 174,685.9
Source: Orelnedvizhimost’, 2010
13/16

International Federation of Surveyors
Article of the Month — October 2011

Alexander Sagaydak and Anna Lukyanchikova
Development of Agricultural Land Market in the RiassFederation




As we mentioned before the main role in the redidmaicultural Land Tenure have played

land shares. Most of land share owners have bdaially registered by local authorities.

The agricultural land has been consolidated by hage or rent of property rights on land
shares belonged to former collective or state fesm®y private farms, parastatals and
agricultural holding corporations.

However, agricultural holding corporations haveypththe dominant role in this process. In
Orel region the agricultural holding corporation®sthy just rent land shares belonged to
former collective or state farmers to expand préiduc scale and increase regional
agricultural production efficiency. In that cases ttand shares owners keep their property
rights.

However, Agricultural Land Mortgage System has awieloped yet both on the federal and
the regional level. For example there were justr foand Mortgage Transaction in Orel

Region in 2009 (36.7 hectares).In this sense &g/ vymportant to determine Agricultural

Land Mortgage Value based on Agricultural Land Mark/alue. Orel Region Districts

Agricultural Land Mortgage Values calculated on thesis of Land Market Auction Price

Model are displayed in Table 14. The Land Markett#an Price Model looks like:

Va=[ Ro(1+0)(1-t)]/[k(1-at)-g] (1+c)+p(21-t)}; (1)
Where:

V,-Land Market Auction Price, rubles per hectare;

Ro -Land Rent, rubles per hectare;

g - Land Rent Growth, %;

t- Income Tax, %;

p - Land Tax, %;

k - Interest Rate, %;

¢ - Transaction Costs;

a - Tax Adjustment Coefficient, calculated as a€R-g)/ [ R(1+g) +Vi-Vo)].

Vo .Cadastral Value of Agricultural Land, rubles pectaee;

V, .Cadastral Value of Agricultural Land adjusted fanid Rent Growth, rubles per hectare.

Land Rent value (i was calculated on the base of cadastral valagultural land treated
as \p and official interest rate (3%) used for determoratof the value. Land Rent Growth
was estimated 10%.Transaction costs are estimatedd% too. Income Tax was taken as
official income tax rate estimated 28 %.Land Tax was estimated according to officald
tax rate 0.3 % of cadastral land value. Interesé Reas taken as 15 %.

In general, we can treat the Land Market Auctioitd’Bs a ratio between Land Rent and
Interest Rate adjusted for income as well as laxation. The ratio between Agricultural
Land Market Auction Price and Agricultural Land Nigge Value was taken as 70 %. In our
opinion the value should be accepted both the cawialebanks and the agricultural
producers.
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Table 14. Agricultural Land Mortgage Values, Orel Cblast, 2009

Cadastral Land Land Mortgage
Districts Value of Auction Value,
Agricultural Price, rub/ha
Land,rub/ha rub/ha
Bolhovsky 10,091 5,155 3,608
Znamensky 16,244 8,298 5,809
Khotynetsky 12,710 6,493 4,545
Shablykinsky 12,781 6,530 4,571
Soskovsky 5,030 2,570 1,799
Uritsky 12,923 6,602 4,621
Dmitrovsky 7,347 3,753 2,627
Trosnyansky 11,094 5,668 3,968
Kromsky 18,748 9,578 6,705
Orlovsky 27,719 14,161 9.913
Mtsensky 13,282 6,785 4,750
Korsakovsky 31,202 15,940 11,158
Novosilsky 25,054 12,800 8,960
Zalegoshensky 28,177 14,395 10,076
Sverdlovsky 40,779 20,833 14,583
Glazunovsky 31,643 16,166 11,316
Maloarhangelsky 33,977 17,358 12,151
Pokrovsky 40,033 20,452 14,316
Verhovsky 36,442 18,617 13,032
Novoderevenkovsky 32,862 16,788 11,752
Krasnozorensky 42,313 21,617 15,132
Livensky 45,432 23,210 16,247
Kolpnyansky 42,754 21,842 15,289
Dolzhansky 44,366 22,666 15,866
Total: 28,304 14,460 10,122

6. CONCLUSION

The following measures must be implemented to gthem the organizational as well as
institutional sustainability of Agricultural Landarket in the Russian Federation:

— Agricultural Land Market Legislation must be redsand amended both on the
federal as well as the regional level.

— The institutional framework for implementation ofjécultural Land Market must be
improved both on the federal as well as the redi@val too.

— Agricultural Land Auctions must be introduced toinstlate development of
Agricultural Land Market in the regions of the RiassFederation.

— The training and retraining programs related toi@dtural Land Market issues must

be introduced.
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— Real Estate Cadastre Management should be improvedcordance with market
economy standards.

— The public relation campaign to strengthen peogeisty to understand the role and
importance of Agricultural Land Market Developmemtst be initiated.

— Orel Regional Land Policy or Orel Model is one oEsessful ways of development of
Agricultural Land Market in the Russian Federation.

— Orel Oblast Agricultural Land Reform experienceddde scrutinized and replicated
in other Russian regions.
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