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Abstract
Public real estate management is a complicated process which depends on many factors. Post-socialist
countries are characterized by different ways of public real estate management. This is caused, inter
alia, by the specifics of a particular country, its history, politics, the way in which public real estate is
interpreted, or the amount of public resources.

The paper presents the classification of the public real estate management systems in terms of the
applied procedures. Analyses were made on the basis of the authors’” own studies and indicators
proposed by international organizations, such as the World Bank and World Economic Forum.
Extremely helpful advice was also obtained from the participants of the international seminar on State
and Public Sector Land Management in Transition Countries, which was organized in September 2012
in Budapest by Commission 7 of the International Federation of Surveyors (FIG) and the United
Nations Food and Agriculture Organization (FAO).
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1. Introduction

Public real estate is regarded as that which is under state and local self-government unit ownership. It
can also refer to properties which are used by others. The third aspect of public real estate are
properties that public entities gained from other entities (GROVER 2012). Public real estate is often
considered to be a common, and sometimes even free, good. It is often managed improperly, which is
accented, inter alia, by FAO (2007), GROVER (2009), ZIMMERMANN (2007, 2008). There are a lot of
problems connected with public real estate management. Some authorities responsible for
management do not even know the amount of their resources or what rights they hold to the real
estate. Therefore, the lack of information is also a typical problem (FAO 2007).

Public real estate management is a complicated process. It depends on many factors, including

1 The project no N N526 209440 was financed by National Science Centre.
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external ones (social, historical or geographical). However, real estate management results also
influence the way in which public real estate resources are managed (KOKOT, GNAT 2010). Above all,
these resources should be treated in the same way as private ones. This takes place in countries such
as the United Kingdom or Sweden. Post-socialist countries are characterized by a different way of
management. This is caused, inter alia, by the specifics of a particular country, its history, politics, the
way in which public real estate is interpreted, or the amount of public resources.

The paper presents the classification of public real estate management systems in terms of the
applied procedures. Analyses were carried out on the basis of the authors’ own studies and indicators
proposed by international organizations, such as the World Bank and the World Economic Forum.
Extremely helpful advice was also obtained from the participants of the international seminar on State
and Public Sector Land Management in Transition Countries, which was organized in September 2012
in Budapest by Commission 7 of the International Federation of Surveyors (FIG) and the United
Nations Food and Agriculture Organisation (FAO).

2. Methodology

The Authors took into consideration public real estate management systems in chosen post-socialist
countries, i.e., Lithuania, Latvia, Poland and Ukraine. The detailed scope of the research concerns the
analysis of real estate management indicators and the realization of chosen public real estate
management procedures, as described below. The research undertaken in this paper has been divided
into two parts, the first general and the second, more detailed. The collations determining the level of
the applied indicators have been presented in the next section.

The indicators used in the first part of the study have been characterized below. The first group
includes indicators prepared by THE WORLD BANK AND THE INTERNATIONAL FINANCE CORPORATION
(2013). They describe aspects of real estate rights registration, such as:

- the number of registering procedures,

- the time taken to register property (in days),

- the cost of registration (considered as a percent of the real estate value).

Next, the rules of assigning points for the registration of real estate rights were determined and
have been specified in table 1. The level of those three indicators was divided into 3 classes as
proposed by SALUKVADZE (2008): convenient, moderate and inconvenient. Finally, scores were
assigned for each of the classes.

Table 1
The rules of assigning the scores to registering real estate
Class Number of Time (days) | Cost (% of property value) | Score
procedures
convenient up to5 up to 10 up tol 2
moderate 5to8 10 to 60 1to3 1
inconvenient | 8 and more | 60 and more 3 and more 0

Source: authors” own study based on Salukvadze (2008).

The next indicator relates to the protection of real estate rights. It is one of the indicators from The
Global Competitive Index 2012-2013 created by the WORLD EcoNomIC FORUM [WEF] (2012). This
indicator was based on the experts' responses to questions regarding real estate rights protection in
their countries, who were asked to assess this aspect by ranking it from 1 (very weak) to 7 (very
strong). The value of the scores proposed by WEF (2012) was estimated by Min-Max Transformation -
automated data preparation algorithms.

The last group of indicators were the WGI (Worldwide Governance Indicators) prepared by
KAUFMANN ET AL. (2012). They were created on the basis of 30 data sources taken from many
institutions, organizations and private companies. Two of them were chosen in this paper:
Government Effectiveness and the Rule of Law. The first is defined as "capturing perceptions of the
quality of public services, the quality of the civil service and the degree of its independence from
political pressures, the quality of policy formulation and implementation, and the credibility of the
government's commitment to such policies", while the second (the Rule of Law) is defined as
"capturing perceptions of the extent to which agents have confidence in and abide by the rules of
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society, and in particular the quality of contract enforcement, property rights, the police, and the
courts, as well as the likelihood of crime and violence" (KAUFMANN AT AL. 2010). The WGI scores
ranged from - 2.5 to + 2.5. At the end, all of the above scores were aggregated and the total scores have
been described in the next chapter.

The second part of the research related to public real estate management. This research was
conducted on the basis of a questionnaire on public real estate management systems created by GROSS
(2010). The authors chose eight features and determined their ranks (from 1 to 5):

- the creation of resource development plans (5 - yes, 3 - partially, 1 - no),

- the opinion on public real estate management (5 - definitely good, 4 - rather good, 3 -average, 2

- rather bad, 1 - definitely bad),

- the optimality of the public real estate resource (5 - definitely yes, 4 - rather yes, 3 - average, 2 -

rather not, 1 - definitely not),

- the need to improve the public real estate registration system (5 - definitely no, 4 - rather no, 3 -

partially, 2 - rather yes, 1 - definitely yes),

- the existence of an integrated real estate information system (5 - yes, 3 - work has been

undertaken to create it, 1 - no),

- the existence of a cadastre (5 - yes, 3 - not in the full dimension, 1 - no),

- the application of public private partnership (5 - yes, often, 4 - yes, but only occasionally, 3 -

lack of accurate data, 1 - no),

- the transparency and complexity of public real estate law (5 - definitely yes, 4 - rather yes, 3 -

average, 2 - rather not, 1 - definitely not).

The authors are aware of the fact that there are a lot of features that can describe public real estate
management systems but only eight of them were chosen because of limitations in the length of the
paper. As a result, the scores were aggregated and described in the next section.

3. The results of the comparison of public real estate management systems in post-socialist
countries

The first part of the research was to show how the analyzed post-socialist countries fare in
international rankings. Table 2 shows the chosen indicators that were used to obtain the final
aggregate rating of the analyzed countries.

Table 2
Final aggregate rating of real estate management systems
THE WORLD BANK & THE World
INTERNATIONAL FINANCE Economic WGI
CORPORATION Forum
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Latvia 5 11|18 1 2 1 3 4.2 068 | 0.80 | 1.48 8.68
Lithuania | 3 |2]| 3 | 2 0.8 2 6 4.3 068 | 077 | 145 11.75
Poland 1154 | 1 0.4 2 4 44 068 | 073 | 141 9.81
Ukraine 10(0(69]| 0 3.7 0 0 2.7 -0.83 | -0.86 | -1.69 1.01

Source: authors” own study based on SALUKVADZE (2008), KAUFMANN ET AL. (2012), THE WORLD
EcoNoMIC FORUM (2012), THE WORLD BANK AND THE INTERNATIONAL FINANCE CORPORATION (2013).

Lithuania obtained the highest scores in the general ranking of the four analyzed countries (Table
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2). It was because real estate was registered in only 3 days using only 3 procedures. The cost of
registering is determined as a percent of real estate value and is also not big - 0.8%. Poland and Latvia
obtained similar results, while Ukraine was classified in the last place. This is because of the 10
procedures that have to be done to register a real estate. The time taken to perform this procedure also
influenced this result; 69 days is definitely too long. In comparison to the rest of the analyzed
countries, Ukraine had the biggest cost of registering real estate.

When analyzing the property rights indicator, Lithuania, Latvia and Poland obtained similar
results. The worst in protecting real estate rights was Ukraine, which can be explained by the current
situation in this country and its problems with real estate management. The current system does not
protect the rights to real estate.

The third group of indicators were WGI. Government Effectiveness is the same for Latvia,
Lithuania and Poland, which shows that these countries are similar. Only Ukraine had a negative
score. This means that governance in the scope of real estate management is not led in an effective
way. The situation is similar in the case of the Rule of Law, however, there are some differences
between Latvia, Lithuania and Poland in its case. Ukraine once again obtained a negative score.

The total classification obtained as a result of the first part of the research is shown in Figure 1.
Lithuania placed first in the rating. The differences between Poland and Latvia were not very big.
Only Ukraine differed significantly from these countries and this can be explained in a simple way -
political transformations are still taking place in this country.

11.75

Lithuania Poland Latvia Ukraine

Fig. 1. Classification of the real estate management systems, Source: authors” own study

As mentioned above, the second part of the research was related to public real estate. The results
obtained on the basis of the assumptions presented in the previous chapter are shown in Table 3. All
of the analyzed countries, besides Ukraine, create resource development plans. The respondents
assessed that the management of public real estate in these countries is at an average level. In Latvia,
the optimality of public real estate resources was ranked in first place with Ukraine and Poland
coming in second. This is unusual, especially for Ukraine which needs the most improvements in the
scope of the public real estate registration system. The analysis shows that the Polish system requires
the fewest improvements in real estate rights registration, where both public and private real estate is
registered equally. Cadastres exist in Latvia, Lithuania and Poland. Cadastres don't exist in Ukraine.
Ukraine stopped works on creating a cadastre and nobody knows when they will be resumed. Such a
register would especially help to protect real estate rights. Lithuania is the only analyzed country to
have an integrated real estate information system, although efforts have been made to create one in
other countries. Public private partnerships are occasionally used in Lithuania, Latvia and Poland.
More and more such projects are being realized from year to year and only Ukraine does not use these
partnerships.

Finally, the last indicator was the transparency and complexity of public real estate law. Its
regulations are rather transparent and understandable in Latvia, Lithuania and Poland. Ukraine has
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some legal acts that can cause misunderstanding and are complicated. A good example can be the
initiation of a prohibition on selling state-owned agricultural real estate, which has been in place since
2002 and, according to current legislation, is going to be in effect until 1.01.2016 (but may be
extended).

Table 3
Final aggregate rating of public real estate management systems
Feature Latvia | Lithuania | Poland | Ukraine

creation of resource development plans 5 5 5 1
opinion on public real estate management 3 3 3 3
optimality of the public real estate resources 4 2 3 3
need to improve the public real estate registration system 3 3 5 1
existence of an integrated real estate information system 3 5 3 3
existence of a cadastre 5 5 5 1
usage of public private partnerships 4 4 4 1
transparency and complexity of public real estate law 4 4 2 1

TOTAL SCORE 31 31 28 14

Source: authors” own study.

The final results are shown in Figure 2. Ukraine was far behind the other countries, scoring half the
points of Poland. This time Latvia and Lithuania obtained the same scores. Poland was classified in
third place, but the differences were small, which implies that these three public real estate
management systems are similar. Ukraine, once again, placed last.

(57 ]
]

Latvia Lithuania Poland Ukraine

Fig. 2. Classification of public real estate management systems. Source: authors” own study.
4. Conclusions

The research undertaken in this paper confirms that public real estate management systems are
different throughout the world, even when seemingly similar countries, in this case post-socialist
ones, were analyzed. The two different parts of the research show that there aren't many differences
between Latvia, Lithuania and Poland. The only country that differs very much is Ukraine.

The first method was created on the basis of international indicators. This data is detailed because
it was prepared with the usage of a number of reviews of international experts, as well as public or
private organizations. However, it also has a disadvantage as it concerned real estate in general and
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not that which is public.

The second part of the research was prepared on the basis of data obtained from questionnaires.
This time the features were connected with public real estate or the public sector in general.
Nevertheless, this method also has some disadvantages. First of all, sometimes the respondents did
not understand certain questions, although the authors were able to counteract this by using literature
on the subject and other independent resources. The other disadvantage was that some respondents
do not take a critical position on the assessment of some problems.

The analyzed countries should make some improvements in their systems, especially Ukraine
which was ranked last both times. Almost every examined feature should be improved in this
country. First of all, its legislation concerning real estate management ought to be changed as it is not
transparent and often causes misunderstandings. Ukraine should also focus on creating resource
development plans, not only privatizing its public lands. A very important issue is also to return to
creating a real estate cadastre and improve real estate registration, which could help in protecting the
rights to public and private real estate. The other countries were also not perfect. For example, Poland,
Latvia and Ukraine should ultimately create integrated real estate information systems. Of the
analyzed countries, such a system exists only in Lithuania.

The public sector should manage its resources in an efficient way, not only because they are
limited, but also because they are important to the realization of public purposes. KEITH (2012) and
ZIMMERMANN (2008) emphasize that, in order to improve public real estate management, practical
guidelines should be created. These would inform, in a simple way, how to manage public real estate
which would certainly have a positive impact on management effectiveness.
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