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Another incentive for the study of socialist land value is‘the complex of
functions that a land pricerserves; While é land price reflects land scarcity,
it serves other special purposes in'a market economy; First of all, it is an
asset value and a means of transfer or excﬁange‘of the asset./ Largely for
Marxist reasons (often associated with the politics of distribution),‘SOCiélism
abolished or-diminishéd the asset-owning class, truncated its wealth entitlements,
and‘lfmited its earnings to those from labor., Land4ownership was nationalized only
iﬁ the Soviet Union, but in the other East European countries the difference is.
more nominal than real;8 Even in Poland, where the ownership of agricultﬁral
land is ostensibly ”privatel“‘a transfer js effectively limited to inheriténce;
If there is no direct heir, the ownership‘revefts-to the state.d
Nevertheless, a social}st ownership of agricultural land created an alloca=-
‘tfon problem that has been previously explored oﬁly for capitalism; It
separated ownership from control;.10 It abolished the landowner as a decision=
maker énd replaced him with a planner; The planner in socialist égricﬁytﬁre
faces complex choices ano]ving the land, Such és investment (and its financing),
én"optimum farm size, and the allocation of land between Qses: between cropland
and hoﬁsing, between corn and cotton;' A privéte 6wner would decidein/implicitly
maximizing land rent and his decision would be economicélly efficient Becéuse the

land would be allocated to its highest valued use.'!  The socialist owner has no
such easy criteriqh because the land rent was abolished with the landuprice.12
The purpose of the current valuation schemes is to restore the land rent, but

only for allocation decisions.




One step toward a socialist land pricé occurred with the recognition thét
land of higher quality creates a rent for its user, with the conseqdence that
eqﬁél farm workers may receiQe unequal incomes.depending only on the qﬁélity of
thg soil; A scholar in the Ukraine has estimateﬁ that the difference in income
that was unrelated to work effort rose as high as 106 percent;13 n resolVing
’ this problem, the land rent was not made explicit nor was it attéched to the land,
bu£ was deducted from the money prices paid to farmers for government purchases;
Prices were differentiated by procurement‘zones,la practice of the Soviet Union
and Easter'nvEurope..“'l The land rent implicit in gross crop revenues is difficult
to calculate exactly; too high é rent extraction inadvertently téxes labor effort .
but too low rent creates a subsidy and distribution inequities. Over time, the
number of prices and zones has proliferated and the differentiéls haQe become
greater;15 , |

Nonetheless, the zonal bricing of crops reflects the politiés more of
distribution than of production; It gives farmers income, but no new incentives
to use good land for a more valuable crop. All land still seems freé, 50 fhat
the price of the good land is the same as for all others; More important in a
planned economy, the planner sees no differences in land value either and freely
shifts productive farmland out of agriculture to factories, urban housing,
aifports, and hydroelectric dams. Soviet econbmistsrhave estimated thét irrational
use of land in the location of buildings loses one billion rubles annually, at

least 0.5 percent of the Net Material-Product.16

In fairness, this prob]ém is
not only that the socialist planner is pro-industry. Since the good farmland
includes public investments {roads and such) that also are valuable in industry
and housing, it often is converted to urban use in pfiVate markets when the less

fertile land with new roads would have been equally useful for housing and spared

vagricultura] production as well;17




Treéting land as "free! féils to aéknowledge its value énd'scércity as a
factor of production., The omission ié by no means rare; e.g;, input=output
tables include only theAfactors of Iabof and cap}tal. The omissionkof Tand is
most misleading in the analysis'of agriculture where land looms so large and
itreplaceable an input. At the macroeconomfc level, some prices have;been
suggested fo accouﬁt for land's imputed share of income. Abram Bergson, in
estimating the Soviet national income at factor cosf, entered land at the same

6. 18

share of farm earniﬁgs és the United States in 194 More recentiy, some
Soviet authors have éa]culated.a similar number and theif résult is surprisingly - ~-—
close to that of Bergson; Bergson. estimated that 32 percent of farm earnihgsx
céuld be attributed to land in the Soviet Union; Onishchenko estfmated that the
share in the Ukraine was 27 percent.19 Thése aggregate-éstimates are useful in
macroeconomic analysis, bﬁt do not assist at all the evaluatioﬁs to be made at
the microeconomic level where land is allocated to a use;

Establishing a microeconomic land value is an extraordinary undertaking
because the number of uses and users (actual and potential) surely is infinite -
aﬁd the characteristics that give value to the land are undoubtedly numerous.
U&derstandably,‘someAsimplifications were introduced. In all of Eastern Europe,
tﬁe first étep‘was an inventory and a registration of land users and their holdi-ngs?0
Aerial surVeys provided some considérable technical assistance in this process.
'-Tﬁe urban and industrial zones were separated from the agricultural areas.
OHdinarily this work was directed by geographers and it is analoéous to a land
title systemwhere the ownership is private, as in any economic system the
measurement and legal description of land is inaispensable to agricultural

modernization and development.21



The lénd registration system was a part of a more extensive cadéstral
surVey, wHich édd‘é soil=climate analysis and then an economic Vélﬁétion;zz
The soil=-climate taxonomy of agricultural zones is complex, és an exémpje from
the Soviet cadastral survey will illustrate.23‘ First, the agricultural jénd
is assigned to a 'belt' based on temperature and separated into cold, temperate,
or warm. | Then it is assigned to one of fourteen "“zones' based on the balance of
temperature and water, and the prevailing soil type, such.as thér”forest steppe'
zone, From this are defined 44 'provinces," with sub=zones based on microclimate
(e.g;; for eariy, middle, or late maturing of crops) andrsub-pfovinces based on
relief (level, valley, mountainous). (Five mountainous ''oblasts' are a separate
category.) This taxonomy numbers about 350 categories and éstablishes the
agricultural zone=pricing scheme mentioned above, It is now more or less tomplete;

This éomp]ek taxonomy has been simplified and synthesized into technical
values measured. in units (ball), usually with a range of zero to 100 but
occasionally with an open range., Although a central administration instruction

imposes some common requirements, each administrative sub=unit devises its own

qualitatire scale and they vary widely.ZA The ball measures often are used in

research projects that require a land quality variable, e;g.,_in an analysis of
coﬁditjonL for establishing an industrial complex.25 This complex qualitative
evaluation system (bonitirovka) js.neither recent nor socialist, but se?eral
centuries| old. |Its antecedents are the land tax assessments of earlier empfres;26
PerHaps because of these suspect antecedents, the bénitirovka measures have
not been used as a land price in money terms. The economic evaluation of
agriLulthal land has relied little on thiis vast technical study and the

|
| .
cadastral| taxonomy but more on the variants of yield (output per hectare).




Using yield és an economic indicator requireé troublesome decisions as to

"which crop,'' "whose yield," and "what price of crop.'"" While the édministrétors

again show consideréble local option and diversity, most have choosen their -

major crop té Qélﬁe their land: food grain for peopler(é ”wheét“ unit) or feed

grain for animals (an “oét” ﬁnit);‘ Most uée the yield of anAaVerage prodﬁcer

as a numeraire, bﬁt a few.have valued land by the yield of an experimental farm

or a hybrid seed producer.27 The price to value the yield (;nd to compare the

wheaf land value with the oat) presents a difficult choice because all

agricultural prices reflect inversely the rent of the land that they aré to value,
This circulérity has encouraged a number of proposals.for alternate land

28 One school

values, and three schools of thought will show their diversity;
would value land by its'revenues per hecfare, but this procedure draws the same
criticism as before, because the revenues depend on the zonal prices that extréct
1and rent; A second school would valué land inversely by its cost per hectare
for a given yield, with the justification that the land's value is its ability.
to save othef inputs, especially labor. Since "cost!" in ‘the Soviet economy has
several definftions, this measure has several complicated versions; theré also is
disagreement as to whether laﬁd itself is a cost; Finally, some propose that
agricdltural land should be valued By the cost of its replacement, as in the
-clearing of forest, the réstorétion; of open mines, and the like;

This last, fhe replacemeht éoncept of agricultural land Qalue, has the
virtues of simplicity and reason., The idea was first proposea by G. P;)Wibberley
%or the United Kingdom and later migrated to Eastern Euroée;29 Wibberley,
concerned about Britain's vanishing food supply as cities sprawled over the best
agricultural land, argued that the market and the city planners valued this land»

inappropriately. He proposed a new land value based on the concept of ''food

replacement,' a simplified derived demand.



Food replacement, Wibberley argued, could come from several sources, each
giving é different value to the land lost to urban gprawl; First, the land
itself could be replacgd, and Wibberley calculated value ffom the cost of
reclaiming land from the sea, from forests, from abandoned mineral works (gravel
pits and open mines). The third school listed above uses such a measure for
valuing the land lost to large water projects. These lands are all new to
agriculturél production énd at the extensive margin of production; Wibberley
calculated as well the food replacement cost of the more intensive use of
existing farm]and by the addition of purchased inputs; G. Szabo has used sﬁch
a concept in his valuation of farmland in Hungary by fertilizer cost;30 Finally,
‘Wibberley calculated the food replacement cost of new producefs on heretofore
uncounted land: household production in domestic gardens and imported fodd
from abroad; Corresponding equivalents from Eastefn Europe have not been
published bﬁt surely exist imp]icitly. :
In the broader context of the whole economy, agricultural land has value
not only for its fertility and other naturai characteristics (“Ricérdian” land
rent) but also for its location (''von Thuenehf land rent). Focusing only on
the fertility of individual farms omits the locational rent, 'and the land prices
discussed abo?e include none. This omission is significant because locétion
value often is half of land value in a market economy.31 A major reason is

the cost of transportafion, and identical product from two Jogcationswill differ
in net valde ét market when one requires less tnanspori than the othgr.32 One
method of valuing location is to attribute this difference in product value to
the location portion of a land price.33  Although one Soviet study has drawn
this inference, it attributes the differential value to labor, not land, and

studies only a few farms.3k



deétion_rent énd Ricérdian rent will coincide when péople (reasonabl&)_
Iocéte themsel§es near the fertile Iand;35 Further, Martin Katzmaﬁ has
shown thét'thg agricﬁltﬁral land near é population center is more fertile be=
cause more is invested in it;36 In part, Ehis occurs because the land is |
closer-totheﬁnanuféctured-inputs for farmfng that are made in urban facfories;
Taken together, these imply that the location value of agricultﬁraf land is
correlated with the density of population.A In a sjmﬁ]e fest'of this hypothesis,
~a Soviet land value. based on Ricardian methodsiwés correlated with population
density;37 ' The twe were pos;tiyely;getrelatéd'(f0-52)r-WHen:évakuatedfat-thé means,
they implied an elasticity of land value with respect to'population densfty of -
" about thrée; Thus the om{ssion of location rent From'the.land prices is not
serious as it appears;

Although agricultural land prices have been established in both the Soviet
Union and East Europe, they have been used primarily in East Europe; The
primary use Is to compensate farms for land withdrawn from production;
Probably the first actually to require payment for the land taken out of
égriculture was the German Democratic Republic in. January 1968;38 The average
price then was 5000 marks per hectare (about.2;5 acres);_ It was discounted by
- 25 percent if the new user-built roads or.other publiﬁ facilities; ln Polénd,
the average price of arable land is 15,000 zlotys with differentials for
fertility classes.39 Romania has no land prices but\the government imposes a
"fine' of 5,000-50,000 lei (depeﬁding on.land-quality) if agricultural land is
~diminished in quantity or qu.ality'.L*0 The Soviet Land'Code (1968) established a
similar obligation to pay but | am told that it seldom is imposed;41 Al though
these price schemes influence the allocation of agricultural land between sectors,
they do not‘neéeséarily guidé’planning within-agriéulture; ‘Some Eastern European

countries have introduced a direct land rent for this purpose.



In the German Democratic Republic, the maximum land rent is 300 marks per
hectare per yeér} theminimﬁm|mﬁtis actually a subsidy Qp to 150 marks per
hec'c-areperyeérl.L*2 In Polana,.there is a land tax resembling a rent that
depends on s§i1 fertility (6 classes) and land use. Other East European
coﬁntries chérge ohly an-indirect land rent; CzechosloVakia imposes an in-
come téx on production Value that exceeds 1500 kroner per hectare. Bulgaria
also imposes én income téx:' The contribution to allocative efficiéncy of
the;e user charges is probablyminuscule since a choice of land use in
response to price often is not possible;

A decéde ago, an American geographer Qrote of the SoViet Union:
'"Wanted: An Effective Land Use Policy;.;”43 This need reméins indispendable
for expanding Eést Eﬁrope's food supp]y, and the agricultural land prices'
were established to meet that neéd; Their future and success are unknown;
The prices.ére értificial and rather like the shadow prices used'for public
sector decisions in a market eéonomy; One practitioner believes that
shédow prices caﬁnot be imp]emeﬁted in a socialist economy becéﬁse it hés
no mérket to épproximate, énd hisfpessimism bodes i1l for the future of these
.prices;qq The prices also seem so far to be more like é tax‘thén,én
ra]locative tool, in part because output plans cannot resp@nd to the land pfices.
This is an empirical question that awaits testing; The socialist scholars them-
selves dispute whether the constructed land values should be é.part of the
vfarm's assets or simply a tool for planning;45 fhe’prices weigh in the
politics of distribution but their weight in the politics of production is

unmeasured.,
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