
COVID-19:	an	opportunity	to	digitise	property
transactions

Private	property	rights	facilitate	greater	access	to	credit.	Using	data	on	Russian	businesses,	a	recent	study	finds
that	private	land	rights	increase	access	to	external	financing	by	40	per	cent	and	promote	larger	investment	by	as
much	as	60	per	cent.

When	property	rights	are	not	secure,	fear	of	expropriation	may	drive	entrepreneurs	to	delay	or	rescind	investment
decisions.	Researchers	analyse	the	benefits	of	strengthening	land	property	rights	in	rural	Benin	by	examining	the
link	between	land	demarcation	and	investment.	They	find	that	the	land	tenure	security	improvements	of
demarcation	induce	a	23–43%	shift	toward	long-term	investment	on	demarcated	land	parcels.	They	also	find	that
improved	tenure	security	leads	households	to	shift	their	investment	decisions	from	subsistence	to	perennial	cash.

It	would	then	make	sense	that	governments	strive	to	make	property	registration	as	simple	and	cheap	as	possible,	in
order	to	incentivise	investment.	Until	recently,	some	governments	did	but	many	did	not.	For	example,	in	2019	it	took
three	days	in	the	Netherlands	and	four	days	in	Lithuania	to	re-register	property;	it	cost	0.5	percent	of	the	value	of
the	property	in	Estonia	and	0.6	per	cent	in	Denmark.	In	comparison,	it	took	135	days	to	re-register	private	property
in	Poland	and	271	days	in	Bangladesh.	Also,	it	took	9	per	cent	of	the	value	of	the	property	in	registration	fees	in
Albania,	and	12.7	per	cent	in	Belgium.

Come	the	COVID-19	pandemic.	The	number	of	property	transactions	in	the	United	Kingdom,	for	example,	is
projected	to	fall	by	80	per	cent	in	March-June	relative	to	the	same	period	in	2019.	This	collapse	is	understandable
during	the	lockdown	to	stave	off	the	pandemic.	Will	transactions,	however,	pick	up	during	the	post-pandemic
recovery?

Transactions	may	pick	up	if	governments	make	them	easier	to	conclude.	In	Europe,	Belgium,	Estonia	and	France
have	passed	laws	to	allow	notaries	to	sign	contracts	electronically	without	physically	meeting	with	their	clients.
Turkey	also	made	online	property	registration	services	mandatory	to	ensure	the	real	estate	market	would	not
collapse	further.	This	virtual	process	would	have	been	unthinkable	just	a	few	months	ago.

The	COVID	crisis	is	an	opportunity	for	developing	economies	to	move	towards	online	property	registration	services.
For	example,	it	costs	on	average	7.5	per	cent	of	the	property	value	in	the	Africa	region	to	re-register	properties,	one
of	the	most	expensive	regions	for	real	estate	transactions.	The	road	to	post-COVID	recovery	is	to	reduce	the	costs
so	as	to	increase	investment	in	that	sector.	Delays	and	costs	plummet,	and	with	them	the	administrative	burden	on
African	businesses.
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Research	suggests	that	these	measures	may	be	sufficient	to	fuel	the	recovery.	Land	registries	need	not	go	fully
online	all	at	once.	They	can	start	by	shifting	from	paper	to	digital	record	keeping	and	then	move	to	fully	online
registration.	Economies	around	the	world	have	successfully	made	the	transition	—	including	England	and	Wales,
where	24	million	titles	were	digitised	over	the	past	decade,	and	Ireland,	where	about	1.7	million	individual	titles
representing	32,000	paper	map	sheets	were	digitised	in	the	same	period.	A	similar	process	has	had	an	impact	on
increased	access	to	credit	in	some	urban	areas	of	India.

Digitising	property	transactions	yields	benefits	beyond	speed	and	cost	efficiency.	Once	transactions	are	available
online,	the	real	estate	market	expands.	Business	owners	from	other	regions	and	countries	can	buy	property	and	set
up	shop,	without	going	through	a	burdensome	administrative	process.

♣♣♣

Notes:

The	post	expresses	the	views	of	its	author(s),	not	the	position	of	LSE	Business	Review	or	the	London	School
of	Economics.
Featured	image	(Guanajato,	Mexico)	by	Ruiz,	under	a	CC-BY-SA-2.0	licence
When	you	leave	a	comment,	you’re	agreeing	to	our	Comment	Policy

Marie	Lily	Delion	is	a	private	sector	development	specialist	at	the	World	Bank.	Her	area	of	expertise
is	property	registration	and	land	reforms.	She	holds	a	master’s	degree	in	business	administration
from	the	University	of	Maryland.

	

	

Simeon	Djankov	is	policy	director	of	the	Financial	Markets	Group	at	LSE	and	a	senior	fellow	at	the
Peterson	Institute	for	International	Economics	(PIIE).	He	was	deputy	prime	minister	and	minister	of
finance	of	Bulgaria	from	2009	to	2013.	Prior	to	his	cabinet	appointment,	Djankov	was	chief	economist
of	the	finance	and	private	sector	vice	presidency	of	the	World	Bank.	He	is	the	founder	of	the	World
Bank’s	Doing	Business	project.	He	is	author	of	Inside	the	Euro	Crisis:	An	Eyewitness	Account	(2014)
and	principal	author	of	the	World	Development	Report	2002.	He	is	also	co-editor	of	The	Great
Rebirth:	Lessons	from	the	Victory	of	Capitalism	over	Communism	(2014).

	

	

LSE Business Review: COVID-19: an opportunity to digitise property transactions Page 2 of 2

	

	
Date originally posted: 2020-06-16

Permalink: https://blogs.lse.ac.uk/businessreview/2020/06/16/covid-19-an-opportunity-to-digitise-property-transactions/

Blog homepage: https://blogs.lse.ac.uk/businessreview/

https://openknowledge.worldbank.org/bitstream/handle/10986/3740/WPS5244.pdf?sequence=1
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB16-Chapters/DB16-CS-RP.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB16-Chapters/DB16-CS-RP.pdf
https://en.wikipedia.org/wiki/Remittances_from_the_United_States#/media/File:Panoramica_Guanajuato.jpg
https://commons.wikimedia.org/w/index.php?title=User:Ruiz&action=edit&redlink=1
https://creativecommons.org/licenses/by-sa/2.0/deed.en
https://blogs.lse.ac.uk/businessreview/comment-policy/

	COVID-19: an opportunity to digitise property transactions

