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ABSTRACT 
Moldova has experienced striking changes in land tenure and land ownership 
since its independence. The land reform, which was practically completed in 
2000, created over 1 million landowners among the rural population. The crea-
tion of independent family farms was one of the primary goals of the land reform. 
More than 280,000 peasant farms have been created, averaging 1.86 hectares in 
size. The small size of the peasant farms, whose holdings are furthermore split 
into 3-4 parcels, raises considerable concerns about their long-term viability and 
has led to an intense public debate regarding the impacts of fragmentation. In 
this context, land consolidation has been proclaimed as one of the major direc-
tions of the agricultural policy. Among the multiple methods of consolidation, 
an important place belongs to the development of land market. In this paper, the 
author considers the impacts of land reform on privatization and ownership 
structure of agricultural land and analyzes the development of land market trans-
actions. The analysis is based on official statistical sources, data and results of 
several questionnaire-based surveys. The main idea of the paper – land market 
register a steady development, plays an important role in reducing land fragmen-
tation and there is no necessity in other mechanisms for land consolidation. 
Keywords: Buy-and-sell, land lease, fragmentation, consolidation, farm size,  
   Moldova. 

1 LAND REFORM OUTCOMES 
Privatization of agricultural land and assets followed by restructuring of collec-
tive and state farms were among the primary goals of Moldova’s transition to a 
market-oriented economy in the post-Soviet space (LERMAN et al., 1998).  
The first attempts to reform the agrarian sector fall on 1992. This year can be 
considered as "the beginning of all transformations" as the first post-Soviet Land 
Code has been adopted, leading to effective privatization of land through the 
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distribution of landownership certificates to more than one million individuals – 
one third of Moldova’s population. 
Despite an early start, the process of land reform in Moldova was not visible until 
1996. Authorities had no sufficient political will for restructuring of old legal 
entities and privatization of their land to rural residents, being a decisive factor 
determining managers of the former collective farms be unwilling the forthcoming 
changes. Therefore, during this period land reform in Moldova saw only mini-
mum changes, agriculture not having got rid of the Soviet heritage. 
In March 1998, the National Land Program (NLP) was initiated as a transition 
from the pilot project to the privatisation of all existent collective farms and led 
to a sweeping conversion of the paper certificates to physical plots, averaging 
less than 1.5 hectares. The share of agricultural land in state ownership dropped 
from 100% in 1990 to less than one-fourth in 2005. As of the end of 2005, over 
670,000 holders of land shares, or about two-thirds of all beneficiaries, had 
withdrawn nearly 900,000 hectares of agricultural land from large-scale collec-
tives.  

Table 1: Progress with distribution of physical land to rural population 
(cumulative data 1999-2005) 

 1998 2000 2002 2004 2005 
Number of people allocated physical plots against 
land shares, ‘000 241.1 502.7 617.0 655.8 677.3

Total land allocated against land shares, ‘000 ha 317.5 701.8 836.6 862.6 881.7
Average allocated plot, ha 1.32 1.40 1.36 1.32 1.30 

Source: NATIONAL BUREAU OF STATISTICS. 
Each landowner who decided to exercise his rights under the NLP received on 
average 1.3-1.4 hectares of agricultural land. Combined with the original house-
hold plot of 0.3-0.4 hectares, the NLP distribution produced small holdings of 
less than 2 hectares. 
The fragmentation was further exacerbated by the equity-driven design of the 
land privatization process in Moldova. To ensure that all peasants had equal 
access to land of different types, each land share was divided into three separate 
parts: A share of arable land, a share of orchards, and a share of vineyards. In 
practice, however, many landowners received more than three parcels against 
their land shares. In the 2003 World Bank survey of household plots, 53% of 
respondents had more than three parcels. In the 2003 PFAP survey of peasant 
farms, 55% reported 3-6 parcels and 19% reported more than 6 parcels 
(MURAVSCHI and BUCATCA, 2005). The inherently small holdings are further 
fragmented into still smaller parcels in scattered locations. Many parcels are lo-
cated 3-5 or even kilometres away from the village, implying high production 
costs. Land fragmentation in Moldova thus has two characteristics: Exceedingly 
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small size of family farms and fragmentation of land ownership into multiple 
parcels. 
Less than half the landowners who received physical plots through the NLP 
decided to farm their land independently (DSS, 2004a), creating the new category 
of independent peasant farmers that did not exist prior to reform.1 The rest (57%) 
leased their land to operators, including so-called "leaders" or "managers", i.e., 
enterprising individuals who founded new corporate farms by consolidating the 
dispersed small plots of passive landowners. At present, these "leaders" manage 
about 1,500 farms – limited liability companies, joint stock companies, agricul-
tural production cooperatives – with an average size of 500-800 hectares depen- 
ding on organizational form. The new corporate farms are substantially smaller 
than the traditional collective and state farms, which averaged 2,000-3,000 hectares 
in 1990. 

Table 2: Number and average size of corporate farms 1990-2004 
1990 2004  

Number of 
units 

Average size, 
ha 

Number of 
units 

Average 
size, ha 

Traditional forms:     

State farms 432 1,600 72 2,200 

Collectives 540 2,800 4 3,400 

Interfarm cooperatives 71 1,500 4 50 

New organizational 
forms:     

Joint stock companies   112 440 

Agricultural coopera-
tives   140 820 

Limited liability  
companies   1,263 510 

Total 1,043 x 1,595 x 

Source: THE STATE CADASTRE AGENCY. 

                                           
1 Unfortunately, official sources give widely conflicting information on the number of peasant 

farms and the area of agricultural land they control. In DSS (2004b), one table (p. 120) gives 
526,000 hectares in 283,200 registered peasant farms (implying an average of 1.86 hectares 
per farm), while Cadastral data summarized in Table 2 correspond to 700,000 hectares in 
558,000 peasant farms, which implies an average farm size of 1.3 hectares. 
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As a result of all transformations occurred in agriculture, one positive shift 
should be noticed: The share of land cultivated by large-scale corporate farms 
declined from 90% in 1990 to 45% in 2004. 
The distribution of land to the rural population led to dramatic changes in the 
structure of land use by farms of various organizational forms (Table 2). Particu-
larly notable is the shrinking share of former state and collective farms and a 
corresponding increase in land used by the individual sector. Thus, in 1990, 
about 30% of the 2.5 million hectares of agricultural land in Moldova was 
managed by state farms and 60% by other corporate forms (collective farms and 
interfarm cooperatives). The individual sector (household plots at that time) cul-
tivated less than 9%. As of 2004, the individual sector (which now consists  
of household plots and peasant farms) controls 40% of the agricultural land.  
Approximately the same land area is operated by large-scale corporate farms, 
mostly new organizational forms with private ownership of land and assets. 
These new corporate farms – agricultural production cooperatives, joint stock 
companies, limited liability companies – are basically corporate shareholder 
structures with joint cultivation of land. The traditional collective farms practi-
cally disappeared during the last decade, as many of them have been privatized 
or liquidated, while others registered in new legal forms. State farms still persist, 
but they operate in highly specialized areas that can be legitimately regarded as a 
public good (seed selection, livestock selection, experimental stations, agricul-
tural education and research). 
While corporate farms average 500-800 hectares, the individual farms (house-
hold plots and peasant farms) are much smaller. Thus, the average peasant farm 
has 1.8 hectares and only 277 peasant farms (out of some 300,000 in total) are 
larger than 50 hectares, compared to 342 similar farms in 2003 (DSS, 2004b). 
Half the agricultural land in Moldova (excluding Transnistria) is in units smaller 
than 10 hectares (WORLD BANK, 2005). 
This category comprises over 1 million household plots and small peasant farms 
with average holdings of 0.8 hectares. For comparison, the average farm size in 
Greece is 4.4 hectares, in Italy 6.1 hectares, and in Portugal 9.3 hectares (in all 
other EU-15 countries the average farm size is between 17 and 70 hectares). 
These figures – the small average size and the huge number of small farming 
units in a population of less than 4 million – clearly demonstrate the extent of 
fragmentation produced by land reform processes in Moldova. 

2 RATIONALE FOR LAND MARKET DEVELOPMENT 
There is a voluminous literature on the farm size effect on efficiency and pro-
ductivity both in transition countries. Thus, at the outset of transition some  
argued the necessity of preserving large farm structures and following efforts to 
hamper farm fragmentation on the basis that smaller farms are less efficient 
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(KANCHEV and DOICHINOVA, 2000). In contrast, others argued that large farms in 
Eastern Europe suffered from diseconomies of size so that land reform strategies 
must include proposals to reduce the mean size of farms (KOESTER and STRIEWE, 
1999). So far, the results are indecisive: There is no conclusive evidence that 
large farms are more productive and more efficient than small farms or vice versa – 
large farms are not inferior to small farms. 
What are the criteria by which we can judge about the farm size? There has been 
no generally accepted measure on firm size in the economic literature to guide 
the choice in agricultural studies. Various measures of outputs, inputs and of in-
comes have been employed. However, the most commonly employed measure is 
the total area of land managed by farm (LUND, 1983). 
What do we mean by "large or small farms"? What is the optimum average 
farm size for a given country? The optimality is largely an empirical issue  
(SWINNEN, 2006). Several studies find that there is an inverse U-function between 
size and efficiency (FEDER, 1985). Efficiency grows with size for the smallest 
farms, but beyond a certain size, typically coinciding with larger family farms, 
there is a declining relation between size and efficiency. 
The most recent survey (2005, WB Survey) determined that size strongly affects 
the standard of living of rural families, where a comfortable standard of living is 
associated with a much larger farm size than lower standards of living.  

Figure 1: Probability of achieving a given standard of living as a  
function of farm size for peasant farmers  
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Note:  Definition of standard of living levels: "Poverty" – family income not sufficient to 

buy food; "subsistence" – family income just sufficient to buy food and daily neces-
sities; "comfortable" – family income sufficient to buy food, daily necessities, and 
durables. 

Source: 2005 WB survey. 
Peasant farmers reporting a comfortable standard of living in the 2005 WB survey 
have 11 hectares on average, compared with less than 5 hectares for farms in the 
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two lower categories – poverty, when family income is not sufficient to buy food, 
and subsistence, when family income is sufficient to buy food and daily neces- 
sities. The standard of living of peasant farmers is thus an increasing function of 
farm size, as is commonly observed in farm surveys in CIS and other transition 
countries. 
The probability of being in the highest standard of living (gray curve) increases 
with farm size, while the probability of being on the lowest "poverty" level, 
when family income is not sufficient to buy food (thick black curve), sharply 
decreases with farm size.2 These results provide the ultimate support for land 
consolidation policies and hence the need to encourage land market develop-
ment. 

Figure 2: Partial productivity measures versus number of parcels for 
household plots in Moldova  
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Source: 2003 WB survey of household plots. 

Common wisdom argues that consolidation of small disjointed parcels into conti- 
guous holdings is preferred by farmers and landowners. This kind of consolida-
tion should reduce production costs and improve net income for a farm of given 
size. Land consolidation that produces larger farms (keeping the number of parcels 
fixed) is also believed to be beneficial, as it should reduce the ratio of fixed costs 
per unit of land, allow more efficient use of technology, and ultimately increase 
productivity and efficiency. These theoretical arguments, however, are difficult 
to substantiate empirically and world experience does not unanimously support 
either position. 

                                           
2 The probabilities of achieving a given standard of living were obtained in a multinomial 

logistic regression with the three-level standard of living as the discrete dependent variable 
and farm size as the continuous covariate. 
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Some evidence that supports the advisability of reducing the number of parcels 
through land consolidation is provided by a 2003 World Bank survey of house-
hold plot operators in Moldova. This survey shows a clear negative relationship 
between productivity and the number of parcels held by the operator. 
The results presented in Figure 2 clearly show that both the productivity of land 
(farm income per hectare) and the productivity of labor (farm income per work 
day) decrease as fragmentation (i.e., the number of parcels) increases. The nega-
tive relationship between productivity and fragmentation is an ultimate argument 
for the necessity of individual land consolidation, based on land market develop- 
ment. 

3 EMERGENCE OF LAND MARKET IN MOLDOVA 
In market economies, farms are usually privately run, and private ownership of 
land and other farm assets is dominant in the agricultural sector. But owner and 
farmer are not necessarily the same person; in fact, farmers may lease or rent 
both land and other farm assets from natural and legal entities, or even from 
public institutions. With the lease and sale of the land, historically established 
farm boundaries may change, and farms can be expanded to reach their optimum 
sizes (SCHULZE, 2000). 
As a result of land reform held in Moldova, almost one million hectares of agri-
cultural land has been distributed to over 600,000 people. Among this multitude 
of smallholders, many of them remain inactive for different reasons (age, health, 
etc.). Mass distribution of small plots to individuals requires development of 
land market mechanisms to enable land to flow from less efficient to more effi-
cient users, allowing farmers to adjust the size of their holdings. Land market is 
the only effective way to satisfy the new demand for land from the direction of 
those who desire to extend the size of their farms. 
Land market is emerging in Moldova. The moratorium on buying and selling of 
land and the imposition of high normative prices for land transactions and transfer 
taxes was a major obstacle to the development of a viable land market in Moldova. 
The "Law on Normative Price of Land and Procedure for Sale and Purchase of 
Land", adopted in 1997 removed basic restrictions to the development of functio-
ning land markets and this year can be considered by right as year of birth of land 
market in Moldova.  
The number of registered transactions is a general indicator of the land market 
development. 
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Figure 3: Number and structure of transactions in agricultural land in 
the Republic of Moldova 

 

Note:  Data for 2005 are extrapolated to a full year. 
Source:  First Cadastre Project. 
Thus, transactions in agricultural land increased from virtually zero in 1999 to 
about 150,000 in 2005. During the 6-year period 2000-2005, the cumulative num-
ber of transactions exceeds 550,000. Of the total number of recorded trans- 
actions, 51% are transactions involving inheritance and gifts, 36% involve buying 
and selling of land, and the remaining 13% are leasing transactions. 
It is necessary to note that the reported share of leasing transactions is much 
smaller than in reality. According to recent studies, land lease is the most popu-
lar kind of land transactions, as it has important advantages with buying-selling 
(GUDYM et al., 2003). According to the Cadastre Agency Data, about 30% of 
total agricultural land is leased only by limited liability companies (the most 
numerous corporate legal form) and peasant farms. If to take into account the 
fact that many peasant farms lease land from their relatives, without concluding 
an official land-lease agreement, this figure might be substantially higher.  
This apparent discrepancy arises because only lease contracts for a term of 3 years 
or longer are subject to registration in the regional cadastre office. Leases for 
less than 3 years are registered at the village primaria (mayoralty), and no cent-
ral record of these contracts exists. Local experts estimate that at least 70% of all 
lease contracts in Moldova are for a term shorter than 3 years and are therefore 
not reflected in State Cadastre records. A more detailed analysis of the place of 
land lease in Moldavian agriculture will be discussed in the next section. 
The increasing number of transactions led to a significant increase of the trans- 
acted area (Table 3). Over 300 thousands hectares of agricultural land changed 
ownership during the investigated period. Taking into account that the overall 
area of agricultural land amount about 2 million hectares, we conclude that during 
such short period of time, about 19% of privately owned agricultural land 
changed ownership. 
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Table 3: Transacted area of agricultural land (excluding leasing) 
Transacted area, ha Percent of total Average transaction, ha

 
Sale 

Other ow-
nership 

transfers 
Total Sale 

Other 
ownership 
transfers 

Sale 
Other 

ownership 
transfers 

Total 

1999 74 28 102 73 27 0.68 0.48 0.57 
2000 1879 1364 3243 58 42 0.61 0.61 0.61 
2001 9,238 14,201 23,439 39 61 0.62 0.74 0.65 
2002 17,599 28,825 46,424 38 62 0.63 0.59 0.61 
2003 36,248 47,036 83,284 44 56 0.66 0.68 0.67 
2004 53,818 40,421 94,239 57 43 1.15 0.58 0.73 
2005 32,363 38,952 71,215 45 55 1.62 0.89 1.06 
1999-
2005 151,121 170,825 321,946 47 53 0.88 0.68 0.72 

Note:  Data for 2005 are extrapolated to a full year.  
Source:  First Cadastre Project. 

According to 2004 IAMO survey and 2006 survey of farm managers, conducted 
by author, the development of buy-and-sell transactions dramatically changed 
during a very short period of time. Farm managers began to understand the im-
portance of having land in private property. If few years ago, most of them 
owned several hectares of land, now the picture is changing dramatically. 

Table 4: Buying of land by farms of different legal forms 
 Average area bought per farm, 

ha 
Average price /  

ha, lei* 
2003 35.4 4369 
2006 160.6 2605 

Note:  1 Euro=14.5 MDL in 2003 and 16.5 MDL in 2006. 
Source: Author. 
During a relative short period of time they bought over one hundred hectares in 
average per farm. Thus, the share of own land in used land increased substan-
tially. According to the last survey, it already reaches about 17%. It is necessary 
to note that CISR survey conducted in 2003 underlines that 98% of cultivated 
land by farms is leased land (GUDYM et al., 2003). 
One of the reasons may be that land became cheaper than even before. If in 2003 
one hectare of agricultural land was estimated at about 300 Euros, now it 
reaches only half (160 Euros). 
Cadastre records show that some 150,000 hectares of agricultural land were sold 
and bought in 160,000 transactions between 1999 and 2005 (see table 3). The 
average land sale transaction was thus less than 1 hectare. The average transac-
tion size remained fairly constant at 0.6-0.7 hectares between 1999-2003, and 
then increased significantly to more than 1 hectare in 2004-2005. This is the  
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average size of a parcel recorded as a cadastral object in the system, reflecting 
the original fragmentation of the land shares in the process of privatization. The 
increase in average transaction size between 1999-2003 and 2004-2005 may in 
fact reflect certain parcel consolidation trends in Moldova. 
Despite these positive developments, buy-and-sell transactions constitute only 
one-third of all officially recorded land transactions in Moldova, and their role 
in land consolidation so far seems to be marginal compared to the role of the 
widespread leasing arrangements. 

4 LAND LEASE DEVELOPMENT IN MOLDOVAN AGRICULTURE 
In Moldova, lease relations in agriculture most probably arose because of the 
small plots of agricultural land and of the incapacity of an important part of the 
rural population to cultivate land individually (MURAVSCHI, 2002). 
At the moment, the main approach to individual land consolidation is leasing. 
According to the Center for Strategic Studies and Reforms (CISR), 50.6% of 
agricultural land owned by individuals is leased out. Therefore, the problem of 
the consolidation of land shares received by peasants as a result of the land re-
form is partly solved through leasing (GUDYM et al., 2003). 
Lessees are represented by four legal entities: Joint stock companies, agricultural 
cooperatives, limited liability companies and peasant farms. The area leased by 
these enterprises constitutes over 94% of the total leased agricultural land. The 
major lessees are limited liability companies, as 72% of their land is leased. 
A general tendency for the above-mentioned farms was a transition to larger area 
farming. Nevertheless, depending on the legal forms of enterprises, a specific 
character is outlined. 

Table 5: Structure of agricultural land depending on the legal forms of 
enterprises, % 

 Joint stock 
companies 

Agricultural 
cooperatives 

Limited liability 
companies 

Peasant farms 

Up to 50 ha 0.0 0.0 2.5 22.4 
50 - 100 ha 0.0 7.2 2.0 8.2 
100 - 500 ha 33.3 21.4 36.0 49.0 
500 - 1000 ha 33.3 14.3 26.0 14.3 
Over 1000 ha  33.4 57.1 33.5 6.1 
Total 100 100 100 100 

Source:  Own calculations based on the CISR Survey, 2003. 
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Thus, joint stock companies and agricultural cooperatives operate only on large 
areas, over 100 ha. Limited liability companies and peasant farms, based on 
leases, cultivate both small and large areas. But even in this case, over 2/3 of the 
lessees prefer to cultivate plots larger than 100 ha3. 
Of particular interest for investigation is the distribution of leased areas according 
to their size. Lease depends, to a great extent, on the plot size. Thus, plots 
smaller than 1 ha are farmed by their owners independently. Large plots require 
machinery for cultivation. Therefore, lack of machinery forces the owners of 
such plots to lease them out. 

Figure 4: Structure of leased-out areas based on their size 
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Source:  CISR Survey, 2003. 

Why do managers lease in land? In the 2004 IAMO survey of 104 corporate and 
peasant farms in Moldova, more than 40% of respondents expressed the view that 
they found it more profitable and more efficient to cultivate a larger plot. Nearly 
30% indicated that they preferred to lease plots adjacent to the existing farm. 
These two factors explain the strategy of leasing in additional land from individual 
landowners to augment the farm. Farm managers seem to realize that land con-
solidation allows them to use land more efficiently (CIMPOIEŞ and SCHULZE, 
2006).  
What reasons do the households give for leasing out land? The main reason is 
insufficiency of resources. In the 2003 CISR survey, 65% of lessors identify 
lack of machinery and purchased inputs as the main cause for leasing out land. 
Age is also one of the important reasons for leasing out one’s land – this was 
indicated by every fourth landowner (GUDYM et al., 2003). In the 2005 WB sur-
vey, 40% of lessors put the blame on insufficient labor, while difficulties with 

                                           
3 As to peasant farms, the results of the survey rise a big question on their reliability. According to official 

statistics there are over 300.000 peasant farms and only 277 of them are larger than 50 hectares. However, 
there is no information on how much land they operate. 
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access to purchased inputs and credit (or money in general) rank next. In aggre-
gate, reasons associated with the functioning of normal markets are cited by 
78% of the households in the 2005 WB survey as responsible for their decision 
to lease out land.  

Table 6: Reasons to lease out land and relationship with augmentation 
factor for households 

 Percent of  
lessors 

Grouped 
reasons 

Percent of 
lessors 

Desired augmen-
tation, times 

land used 
Plot too far from house 1 
Plot too small 3 
Land of poor quality 0 
Farming not profitable 11 

Physical 15 1.0 

Inputs not available 19 
No money 15 
Insufficient labor 40 
No marketing channels 3 

Market 78 4.7 

Obliged to lease as 
member/shareholder 7 Institutional 7 50.0 

Source:  2005 WB survey. 

It may be argued that these individuals would tend to farm the land on their own 
if the missing or distorted markets were corrected. This conjecture is supported 
by the observation that respondents who attribute leasing to market imperfec-
tions express a desire to increase their plot size by a substantially greater factor 
than respondents who lease out because of physical deficiencies of their land. 
Health and age are important factors in the decision to lease out for pensioners 
and elderly people. In the 2003 CISR survey, 80% of the pensioners and 70% of 
landowners older than 60 cited health and age as main reasons for leasing out 
their land. In the 2003 PFAP survey, the highest percentage of landowners who 
intended to lease out their land (36%) were 60 or older (MURAVSCHI and BUCATCA, 
2005). 
The creation of new corporate farms by "leaders" is the most obvious manifestation 
of land consolidation through leasing. In this way, farms with 500-1,000 hectares 
of land are created by enterprising individuals who lease the dispersed and 
fragmented plots of hundreds and even thousands of small inactive landowners. 
Yet the results of various surveys in Moldova confirm that land leasing also 
promotes consolidation in the individual sector, where the landowner is an active 
farmer with an initial endowment of 2-3 hectares. 
Survey results consistently show that land lease plays a huge role in land con-
solidation and its role with time is increasing. The share of leased land became 
very significant in 2006: Only 12% of land of the total agricultural land belongs 
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to farms. The rest of the cultivated land farms lease in from individual landowners. 
About half of the surveyed farms had used leased land only. 

Table 7: Average size and structure of corporate farms in Moldova  
according to different surveys 

1999 2003 2006  
ha % ha % ha % 

Owned 621 44.3 585 42.8 171 12.0 
Leased 780 55.7 783 57.2 1250 88.0 
Total 1401 100 1368 100 1421 100 

Source:  2004 IAMO Survey of farm managers, 2006 Survey of corporate farms (unpublished). 

A similar picture might be observed with peasant farms. Results of World Bank 
surveys conducted in 1997, 2000 and 2005 show that peasant farms with leased 
land are, on average, much larger than farms based only on privately owned 
land. Markets for land leasing evolved strongly over time: Only 6% of peasant 
farmers reported leasing land in the 1997 survey, and this percentage increased 
to 28% in the 2005 survey (WORLD BANK, 2005). 
Although no comprehensive official statistics on lease transactions are available 
to this day, the number of lease transactions recorded in the State Cadastre in-
creased from around 3,000 to more than 21,000 between the years 2000 and 2004 
(this includes only contracts for a lease term of 3 years and longer). The land 
lease market has definitely grown much stronger as leaders of the new corporate 
farms join private farmers in competing for additional land among inactive land-
owners. 

5 CONSTRAINTS ON LAND TRANSACTIONS 
All the surveys mentioned in this study, as well as official statistical data on 
sources of land used by agricultural producers reveal that farms of all types 
heavily rely on leased land. However, among the latest trends we denote that 
many of them began to purchase actively land from individuals and traditional 
(old) forms of corporate farms. Thus, we may conclude that although to a short 
history of the local land market, it has a perspective future. All the indicators 
show that land fragmentation is reducing, while land consolidation is increasing. 
In this context, an important role belongs to land transactions. 
However, this does not mean that land market is developing cloudless. Although 
to positive trends, some negative factors are triggering land market development. 
The IAMO survey explored the difficulties that managers and farmers face in 
their attempts to lease in land (Table 8). It is encouraging to note that nearly 
30% of respondents did not report any difficulties in their lease transactions. 
Among those who did mention difficulties, high transaction costs ranked highest 
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(16% of respondents), followed by lack of cash to cover lease payments (14%), 
and uncertainty about land prices in the absence of functioning markets (11%). 

Table 8: Main difficulties in leasing in agricultural land 
 2004 2006 
No supply 6.0 3.6 
Farm administration does not know who wants to lease out land 2.0 3.6 
Difficulties in determining the proper price 11.2 4.3 
Land lease transactions are complex and are not cleared to farmers  7.3 10.1 
High transaction costs 16.0 17.4 
No money 13.9 20.3 
Too many owners of very small parcels*  20.3 
Land owners refuse to lease out their land because of low prices 11.9  
Other reasons 3.3 9.5 
No difficulties 28.4 10.9 

Note:  * This option has not been provided by the 2004 IAMO Survey. 
Source:    2004 IAMO Survey; 2006 Survey of corporate farms (unpublished). 

Curiously, but 12% of farm mangers complained of insufficient supply of land, 
and that despite the manifested tendency of small landowners to entrust their 
land to operators. The recent survey of farm managers, conducted by author in 
2006 underlined that about 20 percent of farm managers reported excessive 
fragmentation (too many owners of very small parcels) as one of the biggest dif-
ficulty, followed by lack of cash to cover lease payments (20% of respondents) 
and high transaction costs (17%). It seems that the state of land lease relations did 
not take a turn for the better during this period. The number of respondents repor-
ting no difficulties sharply dropped from 28.4% (IAMO Survey) to only 10.9%. 
The situation is not better with buy-and-sell transactions. Again, about one quar-
ter of respondents in 2004 IAMO Survey reports they do not face any problem, a 
striking contrast to the results of the recent survey, reporting only 2% of farms 
without problems in buy-and-sell transactions. 

Table 9: Main difficulties in buying agricultural land 
 2004 2006 
No supply 16.4 12.1 
Difficulties in determining the proper price 7.1 22.5 
No money 28.6 12.9 
Too many owners of very small parcels* 0.0 15.3 
Buyers do not know the average prices on land market 1.5 4.0 
Land transactions are complex and are not cleared to farmers 5.7 9.7 
Land transactions are too expensive 12.9 18.5 
Other reasons 3.5 3.2 
No difficulties 24.3 1.8 

Note:   The 2004 IAMO Survey has not provided this option.  
Source:    2004 IAMO Survey; 2006 Survey of corporate farms (unpublished). 
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Among those who face any difficulties, lack of money was on the top of difficul-
ties two years ago. The last survey revealed that reluctance of landowners for 
selling their land seems to be the biggest problem, especially in individual land 
consolidation through buy-and-sell transactions. The first two difficulties cor- 
respond to this problem. Skeptical attitude of landowners towards buy-and-sell 
transactions is caused by very low prices on the local land market (Table 4). One 
of the major impediments for corporate farms is the excessive number of land-
owners possessing small and very small plots spread at a significant distance to 
each other, making very difficult to buy contiguous plots in a single field. This is 
one of the reasons of launching the National Land Consolidation Program. 

No changes for better for excessive transaction costs. They are still high and the 
registration procedures are very complex. Excessively high transaction costs and 
complex administrative procedures constitute a serious obstacle to land consoli-
dation through buying and selling. The costs associated with registration of 
transfer of ownership are estimated at 277 lei per transaction (Table 10). This 
figure underestimates the true transaction costs as it does not include the cost of 
making two trips to the district cadastre office – one trip to submit the paper-
work, another trip to collect the new title, which is estimated at about 35-40 lei, 
raising the cost to over 300 lei per transaction. Nor does it include the cost of 
surveying and mapping the plot: These activities were carried out with USAID 
funding as part of the NLP and are free to the landowner.  

Since the average sale transaction recorded in the State Cadastre is 0.9 hectares 
(see table 3), purchasing one hectare of agricultural land involves practically one 
cadastral transaction (one "parcel") and carries transaction costs of about 300 lei, 
equivalent to 10% of the price of land.  

Table 10: Land transaction costs according to the standard and the  
consolidation procedures 

Standard procedure Consolidated procedure  
Lei % Lei % 

Extract from cadastre registry  24 9 -- -- 
Authentication of sales contract 
by notary 180 65 25 42 
State tax for authentication  15 5 -- -- 
New record of ownership  42 15 34 58 
Certificate of land quality 16 6 -- -- 
Total 277 100 59 100 

Source:  STATE CADASTRE AGENCY. 
The main cost component is the notary fee for authentication of documents. It is 
charged at 180 lei per transaction and thus accounts for 65% of the total transac-
tion costs. In theory, notary fees are charged pro rata on a sliding downward scale. 
However, the sliding scale starts at 1.3%, but not less than 180 lei. To reduce 
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transaction costs under conditions of Moldova’s highly fragmented holdings, the 
unrealistically high minimum fee should be abolished and notary fees should be 
calculated pro rata. 
High transaction costs in general, and high notary fees in particular, are damaging 
for large agricultural investors even more than for small farmers. An entrepre- 
neur buying 120 hectares of land would have to register 200 average transactions 
to complete the transfer of ownership. The transaction cost would reach 60,000 lei, 
or 10% of the 600,000 lei paid to landowners. 
An even more radical solution to the problem of high transaction costs is to 
charge all fees on the basis of a whole physical transaction, and not for each cadast- 
ral object ("parcel") separately. This, however, may involve considerable changes 
in the configuration of the cadastral objects recorded in the system and thus 
require additional costs for surveying and mapping. On the other hand, drastic 
reduction of transaction costs will adversely affect the income of the territorial 
cadastral offices, which by design cover their operating costs from fees and 
taxes. The realization of radical cost-reducing measures therefore should be con-
sidered only in the whole context of costs and benefits of land consolidation 
programs with proper external financing. 

6 CONCLUSIONS AND RECOMMENDATIONS 
Land fragmentation is considered as one of the major impediments for the suc-
cessful development of Moldovan agriculture. In this context, the most common 
approach to land consolidation in Moldova is individual or market-driven con-
solidation, which relies on encouraging the development of land market transac-
tions – mainly leasing at the present stage. The prevalence of short-term lease 
agreements is an obstacle to land consolidation as it discourages investment by 
lessees in land improvement and infrastructure. Excessively high transaction 
costs and complex procedures are two important obstacles to the development of 
buy-and-sell transactions for land consolidation.  
Agricultural policy therefore should encourage longer term leasing and simplify 
the ownership-transfer procedures. Specifically, transaction costs can be reduced 
by abolishing the minimum notary fee and allowing the buying and selling of 
multiple parcels by one person to be treated as a single consolidated transaction.  
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