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Formal Land Markets
An Essential Component in a Free Market Economy

The new land law (No. 96/1992), which was successfully implemented in 1997,
caused a fundamental economic and social change in rural areas of Egypt. The law
did away with more than 40 years of an imbalanced relationship between
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landowners and tenants--tenants enjoyed complete security, and contracts
were inherited from parents to children, while the government enforced
strict limits on rents. The new law provides landlords with the right to
charge rents based on market conditions, and to farm their land
themselves if they so desire.

Approximately 50% of the value of agicultural land in
Egypt--estimated to be worth US$46.2 billion--is
obviated by regulations which make land own-ership
informal, rather than formal. Informal land ownership
prevents the full functioning of an active and free land
market, which in turn reduces the value of the land, and
discourages inve-stments in diverse and lucrative agro-
economic enterprises. |

In addition to addressing tenant-landlord relations, the government has
been committed for many years to increasing the security of property rights
inland. Most land transactions are currently informal and un-notarized
(preliminary) agreements, a large number of which end up in court. In
1964, the government passed Law 142 (Title Registration Act} to replace
the person-based "deed recording system” with a "parcel-based” land title
registration system.

The process of conversion from deed to ftitle registration system
requires two important steps:

1. Adjudication. The government, using judicial procedures, hears land
ownership cases to determine proper ownership, and examines the entire
couniry parcel by parcel until all the country’s land parcels are registered.
The Ministry of Justice (MOJ) has legal authority over the adjudication
process, and the Egyptian Survey Authority, an agency in the Ministry of
Water Resources and Irrigation (MRWI), works in tandem with MOJ to
conduct adjudication.

2. Subsequent registration to maintain the register. This step takes
place after adjudication. Subsequent registration of titles and other land
rights occur after buying, selling and inheriting land. The Ministry of
Justice is responsible for subsequent registration.

Once a Land Title Registration System with attached cadastral records is
completed, it is expected that land transactions will be simpler, cheaper
and securer.
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A Land Title Registration
Systems Offers Many

Advantages

Title registration of land has been introduced in
many countries and is currently the preferred
method of keeping land ownership records
worldwide. The advantages of using a modern
land title registration system are:

e Land becomes a more usable assef, easy to
buy and sell.

o Landholders can use their land as collateral to
obtain credit from private lending
instifutions.

o Formal title registration results in less risky
land transactions, encouraging more people
to buy and sell land, and reduces the heavy
backlog of court cases and litigation.

o lLand becomes a more valuable asset. land
values and prices increase once parcels are
entered into a formal land fitle registry.

o Enhanced landlord control over agricultural
land should result in land improvements,
which will result in greater productivity and
greater farm incomes.

e Land holding data allow for a more complete
Land Information System, which is an
important tool for policy-makers.

The government institutions responsible for
implementing the title registration system are the
Central Administration for Notarization and
Documentation {(CAND) of the Ministry of
Justice (MO)), which works on the adjudication
process and in the keeping of records; and the
Egyptian Survey Authority (ESA) of the
Ministry of Water Resources and Irrigation
{(MWRI), which is respon-sible for the land
survey and production of the maps.
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Remaining Constraints

RDI has just completed its third land tenure study. These studies began in
late 1997 when full implementation of the new Land lLaw
{Law 96/199%). The first two studies (RDI Reports No. 21 and 65)
indicated that although the new Land Law was smoothly implemented, a
formal land market had not yet developed. Among the chief reasons cited
as a constraint to the development of a formal land market is the prevailing
informal registration process. Though easy to use, this process provides
little security for buyers and sellers compared to the very complicated and
lengthy bureaucratic process associated with the current formal
registration system.

The third study, Analysis and Recommendations Relating to Rural Land
Registration (RDI Report # 108, March 2000), carried out with the

support and cooperation of the Ministry of justice and MALR, suggests
ways to address some of these constraints. This study was carried out in
November-December 1999 under the team leadership of Dr. Norman
Singer, land tenure and registration specialist from the University of
Alabama. The team met with many farmers, landowners, lawyers, legal
experts, academics, and cooperative members.

Among the teams’ most important findings is that despite commendable
efforts by the GOE in several governorates to adjudicate landholdings asa
first process towards creating a land title registry, most farmers resisted
adjudicating their lands. Only farmers who perceived that adjudication
would resolve existing land conflicts participated in the effort.

Furthermore, those farmers who chose to be included in the adjudication
process rarely if ever pay a visit to the land title registry to record any land
transactions that may have occurred after adjudication. Failure to record
transactions immediately outdates the registry, and effectively negates any
effort to create and maintain it in the first place.

In sum, the team concluded that the process of conversion from deed
recording to land title registration has been slow, incomplete and poorly
adopted by landhclders. Thereasons:

e There are many time-consuming steps necessary to set-up a land title
registry, especially given that land is highly fragmented and average
landholding size in Egypt is small. Contracts and forms used in the
title registration system are numerous and complicated.
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o Thework to createaregistry is being done entirely by the government,
without subcontracting to the private sector. The GOE does not have
the labor and technical resources to conduct the work quickly.

e Farmers perceive the informal preliminary contract, which is
commonly used to conduct a land transaction, as providing enough
security to buyer and seller. Farmers who buy and sell register their
fransactions with local courts. Transaction data are stored in
cooperative offices. Whileaccurate, these dataare notlegal.

e Title registration takes place at the governorate-level, which means
that people may have to travel long distances, and incur costs to
register theirlands.

Recommendations

The latest study presented several important recommendations to improve
the land title registry.

1. The immediate implementation of a pilot project to examine one
possible method to update and maintain the land title registry.  This
method will rely onlandholding records kept at the village cooperative to
update the registry.

Currenily, the village cooperative:

e keeps records of village holdings and land transactions in their
jurisdiction. These records are updated every three years.

e functions as a government-authorized agency for land tenure and
registration, "witnessing” and ‘"notarizing” informal preliminary
contracts conducted between two parties. The village committee of
the cooperative oversees contracts for the purchase and sale of
agricultural land.

Assuming cooperative records are accurate, the pilot project will examine
these records and those of the land title registry can be cross referenced as a
way to ensure a current land fitle registry. This recommendation is
consistent with the new role that cooperatives are expected to play in the
new open market agricultural economy.

2. Cancel all fees, stamp duties and taxes associated with either
adjudication or subsequent registrations. Though these are currently
kept to a minimum, it appears from the teams' informal discussions with
farmers that they are perceived to be high, preventing farmers from
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seeking title registration.
3. Simplify contracts and forms used for title registration.

4. Set up offices at the district or village level. Registration applicants
should not be required to travel long distances to reach the registry.

5. Implement a national public awareness program that would clearly
show the benefits of using a title registration system and encourage
people to join the title registration program. Emphasis should be placed
on the fact that the system offers a state guarantee to the interest holder
that his/her ownership is protected.

The complete study is available through ARPR/RDL

RDI is sponsored by the MALR and USAID under the umbrella of the Agricultural Policy Reform
Program (APRP). RDI is led by Development Alternatives, Inc. (DAI), and includes services from the
Sfollowing subcontractors:

Training Resources Group (TRG)

Office of Studies and Finance (OSAF) Address: 7, Nadi EI-Said Street, Dokki, Giza.
National Consulting Firm (VCF) Tel.: (202) 337-5709/5712
Cargill Technical Services (CTS) Fax: (202) 336-2009

E-mail: First initial last
. . Name@agpolicy.com (i.e., Max Goldensoln
University of Maryland would be mgoldensohn@agpolicy.com)

Development Associates
The Services Group (TSG)

Purdue University
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