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ABSTRACT
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Land is one of the key resources in the agricultural sector. Estimation of the land actual price and its determi-
nants are crucial for its proper management and agricultural development. Therefore, in this study, agricul-
tural land value of Orzou'iye County was estimated using the hedonic method. The required data are collected
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by 138 questionnaires and face to face interviews with farmers of Orzou'iye County during 2013-2014. Results
showed that the distance from the land to downtown (Baft City), the distance from the land to the main road
and the land use percentages had negative and significant effect on agricultural land value of Orzou'iye County,
but the area under cultivation, the fertility and quality of the farm’s soil and investment amount in the land
have positive and significant effect on the price of agricultural land. All together, the price of each hectare of
agricultural land in Orzou'iye County was estimated as 1412 million IRR.

Extended Abstract

1. Introduction

and is a natural resource and one of the
major production units. Land is recog-
nized as an important production unit
in most economic sectors, including
agriculture, industry and commerce. Given technologi-
cal developments, rising land productivity and the ever-
increasing population growth, the land important status is
heading up. However, its difference from other goods and
production units makes its pricing unique. Land is het-
erogeneous in terms of spatial and quality considerations.

Soil, geographical location, climate and other physical
conditions are among factors that affect the land’s produc-
ing quality and hence its value. Since, land is considered
as an important input in agriculture sector, estimating its
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real price would be important for both land management
and the agricultural development. It makes land use more
efficient on the one hand, and brings about the highest
possible efficiency in terms of rare production items such
as labor, tools, purchased inputs and management capa-
bilities, on the other hand. Thus, in this study, we tried
to estimate the value of agricultural lands in Orzou'iye
County, Kerman Province, Iran which play a key role in
producing wheat and maize.

2. Methodology

Estimating land’s demand and supply is difficult. Since
land is considered as one of the important natural re-
sources and capitals, like other natural resources, some
non-market methods, including Hedonic Pricing Method
(HPM) has been used to estimate land value. Based on he-
donic principles, land price is determined by various land
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features. Accordingly, the land price is representative of
the maximum money people are inclined to pay to have
better lands in terms of quality. Initially, a list of indica-
tors and features that may affect the land’s price is pre-
pared to estimate the land HPM. Thanks to the gathered
information, the land’s HPM is available for the region in
question.

Actually, the model used in this study is the following
logarithmic-linear model (based on (R%), number of sig-
nified coefficients, Schwartz and Akaike indicators):

log(P)=f3 1X1 +h 2X2 +, 3X3 B 4X4 P, 5X5 +, exe

, Where p is the dependent variable referring to the price
of each hectare of agricultural lands. The independent
variables are X : the distance from the land to the down-
town (Batft City); X.: the fertility and quality of the farm’s
soil; X.: the distance from the land to the main road; X:
the area of the agricultural land; X: investment amount in
the land; and X : land use percentage. The productivity of
lands was found through a questionnaire to determine the
soil quality and the land with the highest productivity was
considered as the most fertile one.

The land use percentage variable comprised two parts:
the percentage of land under cultivation in each crop year
and the percentage of the year when the field are culti-
vated. The sample size was found 138, using Cochran for-
mula. Necessary statistics and data were gathered through
questionnaires and direct interviews with the farmers of
Orzou'iye County during 2014-2015; also EViews 7 was
used to perform estimations.

3. Results

Necessary statistics and data on the model’s variables
were collected using the questionnaires. The results

Bournal of [ziural [Rlesearch

showed that variables X, X, and X have negative and
significant relationship; whereas variable X,, X, and X
have a positive and significant relationship with the price
of agricultural lands in this county. Price of each hectare
of agricultural land in Orzou'iye County was estimated as
1412 million IRR (Table 1).

4. Discussion

Results showed that the distance between the land and
downtown (Baft City), the distance between the land and
main road and the land use percentage had negative and
significant effect on agricultural land value of Orzou'iye
County, but the area under cultivation, the fertility and
quality of the farm’s soil and the investment in the land
had positive and significant effect on the price of agricul-
tural land in this county.

5. Conclusion

With regard to results of this study, the following recom-
mendations are offered:

1. Since the investment variable has a positive effect on
the agricultural lands’ price, more investments on the ag-
ricultural lands is recommended. These investments will
increase efficiency of inputs, yield of products, and price
of the agricultural lands.

2. The results showed a positive and significant re-
lationship between soil quality and agricultural lands’
price, so training farmers on using proper technolo-
gies, fallow and drainage, and so on which enhance
the soil quality is recommended.

3. Constructing and improving the access roads be-
tween farms and the main road can increase the value

Table 1. Maximum, minimum and mean values of the collected data

Variable Minimum Maximum Mean
Distance between the land and downtown (Baft City) (km) 129 138 134.5
Distance between the land and main road (km) 1 10 6.8
Price (Thousand IRR/ha) 800000 1700000 1350000
Area of the agricultural land (Ha) 0.5 60 10
Fertility and quality of the farm soil (%) 55 100 83
Land use percentage (%) 47 100 64
Investment amount in the land (Thousand IRR) 40000 900000 276000
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of agricultural lands, which are far from the main road
in this county.
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