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Access to Land, Rural Development and Public
Action: The When and the How

Pablo Bandeira and José Maria Sumpsi*

After being marginalised in the 1980s, land-reform policies came back to
national and international development agendas during the 1990s,
resulting in a revival of academic research on the subject. This article
reviews the empirical literature on access to land, rural development and
public action for evidence on when and how the state should intervene in
the allocation of rural land. The review suggests that positive impacts are
obtained if, and only if, public actions on the allocation of land are carried
out under certain conditions and in a certain way. The article ends by
highlighting the need to elaborate empirical models that take into
consideration opportunity costs and interactions, and that integrate
individual responses with aggregate effects.
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1 Introduction

After being central for decades, land-reform policies disappeared from national and
international development agendas during the 1980s. The prevalence of a pro-market
view in the US and UK governments and the main international financial organisations,
together with a general fall of agricultural product prices in world markets, made land
reform practically a taboo policy. However, in the face of the pervasiveness of rural
poverty, unequal access to land and large areas of underutilised land in many
developing countries, together with the arrival of more ‘pro-state’ presidents in the US,
the UK and the World Bank, the academic and political debate about public action on
the allocation of rural land resumed in the 1990s.

This debate can be broadly summarised according to three different current views.
One view believes, as did the mainstream international school of thought during the
1980s, that asset distribution and the agricultural sector constitute, at best, secondary
development factors, and is therefore against public action on rural land distribution.
This view stresses the importance of formalising private property rights in order to
allow formal markets to operate, and is willing to support direct public intervention only
in the provision of public, sector-neutral, goods like communication infrastructure and
education. Academic examples of this line of thought can be found in de Soto (2000)
and Rigg (2006), while political examples are found in the current governments of
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Colombia, Guatemala and Honduras, all of which put an end to the land programmes of
previous governments.

A second, opposite, view defends the essential development roles of both the
agricultural sector and public action in the distribution of resources. It argues that we
should go back to extensive (and probably coercive) land reforms, integrating them into
broader rural development policies, in which the state provides a wide span of
complementary support, mainly in the form of access to input and output markets. This
view is similar to the developmental-state approach of the 1970s, with the innovation
that it puts new emphasis on the need to also give a leading role to civil society in the
demand, design and execution of these policies. Academic examples defending this
view can be found in Griffin et al. (2002) and Akram-Lodhi et al. (2007), while political
examples can be found in the current rural development strategies of Bolivia and
Venezuela, and in many NGO demands (see, for example, CIP, 2006).

Finally, there is a third view, somewhat in the middle, which argues that both the
agricultural sector and the distribution of assets can be important development factors,
and that the main problems of past efforts at land reform were the coercive role played
by the state in their implementation, and the lack of secure property rights to land. It
therefore implies a rationale for the state to distribute assets, including rural land, but
complementing, rather than circumventing, the role of markets. The main supporters of
this view are the World Bank, the International Fund for Agricultural Development and
the Food and Agriculture Organisation, which have been encouraging and financing a
new brand of market-based access to land (voluntary) programmes since the 1990s (see
IFAD, 2001; World Bank, 2003; and FAO, 2006).'

Meanwhile, and thanks to this revival, a large number of empirical studies have
recently been conducted, the results of which are bringing to light new knowledge on
the various benefits derived from access to land, and on the efficiency and effectiveness
of different land allocation mechanisms. The problem is that most of this new evidence
is often not considered in the debates, which continue to be driven excessively by
preconceived ideas regarding the roles that resource distribution and agriculture play in
development.

Without adhering ex-ante to any of the views described above, this article reviews
the empirical literature on access to land and rural development in order to shed some
light on the debate. It also, and more importantly, aims to provide scientifically sound
guidance for decision-makers to be able to know when (Section 2 of the article) and
how (Section 3) public action on the allocation of land can have a significant impact on
growth and poverty reduction in the rural areas of developing countries.

2 Building the case for public action

In order to consider properly whether public action on access to rural land is desirable
or not, two initial questions must be addressed. (i) How does the current distribution of
rural land affect development? And (ii) what would the potential impact from its

1. We are aware that these agencies have recently financed or are still financing market-based access to land
programmes in Brazil, Colombia, El Salvador, Egypt, Guatemala, Honduras, the Philippines, South Africa
and several states in India.
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reallocation be? This section explores these questions, starting from a simple definition
of rural development as implying both general economic growth and general poverty
reduction.’

2.1 Access to land and growth: the debate on land distribution and
productivity

The most direct link between rural land and economic growth relates to the extent to
which the productive potential of land is being exploited: over-use of land generates
negative externalities and undermines long-term productivity, while under-use implies
opportunity costs. Therefore, if market or other forces are producing high proportions of
misused land, public action on the allocation of land could be warranted on the grounds
of trying to improve economic growth. However, in order to build a case for land
distribution we still need to consider the potential impact on land use that the
reallocation of land could have.

The vast literature published on the issue of land distribution and economic growth
has normally focused on investigation of the relationship between farm size and
productivity. In other words, since land distribution will normally entail transferring
land from large to small farmers, farm size is analysed to find out whether it can explain
differences with regard to the cost of producing a unit of product. However, the
literature based on this approach has an important drawback: it often takes for granted
that a small farmer is poor and a large farmer is rich, so that one cannot clearly
distinguish whether results are related to farm size or to social class. A more complete
analysis should therefore focus on investigation of the relationship between both farm
size and social class, and productivity. Taking this into account, productivity can
fluctuate from one farm’ to another, due to the presence of economies of scale, or to
differences in transaction costs, economic efficiency or productive incentives. We now
explore the evidence on each potential cause of productivity differentiation.

Based on empirical studies conducted in developing countries which showed an
inverse relationship between productivity and farm size (mainly Berry and Cline, 1979;
Carter, 1984; and Cornia, 1985), some authors conclude that there must be practically
no economies of scale in agricultural production.’ The best known proponents of this
argument are Berry and Cline (1979) and World Bank (2003). However, empirical
studies on the specific subject of economies of scale in agriculture conducted in
developed countries are indicative of the contrary. Most of these studies were conducted
in the United States in the 1960s, and found that unit costs fall as the size of the farm
enterprise increases, dropping fast at the start and levelling out on medium-sized farms,
with their size depending on topographical and crop characteristics (Johnston, 1980).
The main explanation found was cost savings motivated by machinery-induced

2. Other important rural development issues like the relationship between access to land, cultural identity and
political power fall outside the scope of this article.

3. Throughout this article the term ‘farm’ is used in a broad sense to denote land dedicated to primary
production.

4. Economies of scale are present when there are lower unit costs as the scale of production increases.
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opportunities of use, type and size, which can be exploited increasingly up to a given
farm size.

Another explanation that has been used to account for the inverse relationship
between farm size and productivity observed in developing countries has been the
possibility of small farms having lower transaction costs for labour. In particular, small
farmers can have lower transaction costs due to either harnessing family labour with no
opportunity costs or the lower costs of finding, selecting and supervising family
workers. The first argument, advanced by Carter (1984) and Cornia (1985), is certainly
strong, provided that household members have no wage opportunities outside their
farm. The second argument is also used by the World Bank (2003), but the existing
empirical evidence is inconclusive as to which type of labour, family or hired, is more
productive.’

Furthermore, other authors have also observed that the inverse size-productivity
relationship weakens and is even inverted in developing countries as agriculture
becomes more capital-intensive (Deolalikar, 1981). But why is this inverse relationship
reversed? Higher transaction costs present in small loans and lack of liquid assets to be
used as collateral make access to credit much more expensive for a poor household than
for other richer households.” Consequently, farmers with fewer resources are less able to
make productive investments, and this ultimately translates into lower productivity. In
sum, it seems that there are some labour transaction costs from which small (rich and
poor) farmers might benefit, and other credit transaction costs that place low-income
(small and large) farmers at a disadvantage.

Economic efficiency implies the use of the most efficient production function’ and
production at a level where marginal cost is equal to marginal income (which implies
that profits are largest). In this respect, most research fails to find a significant
difference between small and large farms, with human capital (education and training)
the principal factor that explains economic efficiency (Ali and Flinn, 1989; Kalijaran,
1990). On the other hand, since poor farmers will normally face greater restrictions on
access to education and professional training, their productivity can be lower in
comparison with richer farmers, other things being equal.

Finally, the fact that in many developing countries there are often high proportions
of idle or underutilised land in the possession of rich landowners, whereas the poor and
small farmers often use land more intensively, suggests that the structure of incentives
is also differentiated by social group.” The main reason for this difference is associated
with high-income landowners obtaining non-productive rents from land (mainly as a

5. For a discussion on the theories and empirical literature behind this second argument, see Johnston and Le
Roux (2007).

6. For example, Bandeira et al. (2007) find in Peru that rich clients pay their banks annual rates of interest for
loans in the order of 17%, against an average of 60% that the poor are paying to pro-poor financial
institutions.

7. By definition, the most efficient production function is achieved by the combination of factors that, given
a technology, generate the greatest possible production (the so-called production possibilities frontier).

8. For example, in Latin America, according to de Janvry et al. (2001) 26% of the total number of farms
control 90% of total arable land, where land is frequently extensively used, while the 50% smallest farms
control 2% of the land, where land is generally intensively used.
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financial asset that can be used for leisure activities), while poor owners normally need
to intensify production in order to sustain their livelihoods.

To sum up, the available evidence shows that each type of landowner faces a
specific productivity constraint: small owners face the existence of economies of scale
in crops and land feasible for mechanisation; poor owners often have lower human and
financial capital; rich owners can have non-productive incentives; and large owners can
face higher management costs in labour-intensive crops. Therefore, disentangling the
possible causes of variation, we find that the impact of land distribution from large/rich
to small/poor landowners has no predefined effect on growth per se, but depends on the
relative importance of other economic factors present in each specific location. In fact,
we can find new empirical evidence on the size-productivity relationship in developing
countries showing all the different relationships that one can imagine (see, for example,
Dyer, 2004). The conclusion is straightforward: the need to distribute land when
ownership is skewed cannot be universally justified from a microeconomic analysis
perspective.

A different approach that could justify land reforms in order to promote economic
growth uses cross-country data, and finds that land concentration is significantly
associated with lower levels of economic growth (Deininger and Olinto, 2000). Closely
related to this finding, there is also some recent evidence that the distribution of wealth
is associated with higher economic development (Alesina and Rodrik, 1994; Persson
and Tabellini, 1994; Deininger and Squire, 1998). Based on this evidence, modern
economic theories conclude that the distribution of wealth has a positive effect on
growth, using different arguments. For example, some argue that the distribution of
wealth increases aggregate human capital (Galor and Zeira, 1993), while others argue
that it causes political institutions to be more stable (Alesina and Rodrik, 1994) or more
oriented towards economic development (Persson and Tabellini, 1994; Acemoglu et al.,
2006). In any event, taken together, what these studies and theories strengthen is the
case for public action supporting access to assets by the poor, with land just one of the
different possibilities available.

By way of conclusion, a strong pro-economic-growth case for public action will
exist when two conditions are present: first, there are significant proportions of
underutilised land, and second, the cause of this underutilisation is the presence of either
large holdings in areas not suited to mechanisation (smaller, family owners could be
more productive) or holdings belonging to rich owners with few productive incentives
(poorer owners could be more productive). However, land distribution does not
automatically follow, since it could be that public intervention directly solving the
above-mentioned market failures (mainly few productive incentives for large owners
and high credit transaction costs for poor owners) would be more effective and efficient.
Examples of alternative policies would be to design land taxes so as to encourage large
owners to produce or sell their land, and to subsidise credits for poor rural inhabitants
(in order to enable them to access assets, land or any other).

Finally, it is important to note that in our microeconomic analysis we have only
considered productivity at the farm level, but inputs and products still need to get from
the market to the farm and vice versa. In this sense, different transaction costs will also
arise regarding access to information and input-output markets. This type of transaction
costs can be extremely important in rural areas and will not depend upon farm size or
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social class, but mainly upon the geographical distance from the farm to the market and
upon the level and quality of communication infrastructures (telecommunications,
roads, ports). Fostering rural economic growth through higher land productivity then
calls for analysis of the relative importance of the different factors that cause land
underutilisation in a given country or region, and then prioritising accordingly the
interventions needed. We shall return to this issue in the concluding section.

2.2 Access to land and poverty reduction

Descriptive research in sub-Saharan Africa strongly associates rural poverty with the
lack of land.” This evidence is supported by econometric studies carried out in China
(Burgess, 2001), Ethiopia (Bigsten et al., 2003) and Mexico (Finan et al., 2005), all of
which find a positive and significant causal effect of land ownership on some indicator
of a household’s welfare. However, an econometric study by Lépez and Valdés (2000)
in six Latin American countries finds that access to land ownership has a quite small
effect on income, while Carter and May (1999) do not find any impact on income in
South Africa if other constraints that poor households face, especially their lack of
access to financial capital, are not removed.

In a recent paper, Bandeira and Sumpsi (2007) offer an explanation for these
apparently contradictory results. First, the welfare impact from access to land depends
on the presence of off-farm employment opportunities in the rural economy, which are
normally more profitable during the developing phases of a country or region (Stern,
1994), and which explains the significant impacts on income obtained in sub-Saharan
countries and the insignificant impacts in Latin American countries and South Africa."”
Secondly, using data from Guatemala, they find empirical evidence that access to small
quantities of agricultural land — of the order of 2 hectares — has a strong short-term
poverty-reduction impact on those rural households that, because of the context in
which they live or their low level of accumulated assets, lack off-farm labour
opportunities. However, this short-term positive impact will become negligible or even
negative in the long term if (normally more profitable) rural off-farm opportunities
arise, land is allocated in remote areas, or its market transferability is low, due to lack of
formal property rights or to regulatory restrictions.

Therefore, a strong case for public action will exist from a social or welfare-
enhancing point of view in those rural economies where the proportions of both —
income derived from on-farm activities and poor households with very little or no land
— are high. This can be the case in many African and Asian countries, and many remote
regions in Latin America. In order to facilitate the transition to possible future, more
profitable, off-farm opportunities, special care must be taken in ensuring that public
action does not create artificial incentives towards access to rural land, and in
facilitating the transferability of land property rights. In the process of increasing more
profitable, rural off-farm labour opportunities in many developing countries (Winters et

9. See Kinsey (1999) on Zimbabwe, Ellis and Bahiigwa (2003) on Uganda, Ellis and Mdoe (2003) on
Tanzania, and Jayne et al. (2003) on Ethiopia, Kenya, Rwanda, Mozambique and Zambia.

10. Finan et al. (2005) find in Mexico a significant impact from access to land on a complex welfare index that
they construct, but do not find a significant impact on total income.
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al., 20006), it is crucial to design agricultural pro-poor policies so as to provide for
maximum inter-sector flexibility.

2.3 Access to land and political stability

The value of rural land not only to generate food for self-consumption, income and
financial rents, but also to support housing, sustain cultural identities and provide
political power in agrarian societies, lies behind the fact that conflicts over land have
been and still are frequent in countries where land is scarce or unequally distributed and
rural poverty is high. Depending on their degree, these conflicts can undermine the
stable political environment necessary for long-term growth and poverty reduction, and
even result in severe human rights violations.

In order to attain sustainable solutions to end conflicts, external interventions need
to take into account the interests of the different parties involved, which in the case of
land conflicts we can classify as the owners (supply of) and claimants (demand for)
land. Focusing on the demand side, many country case studies conclude that supporting
access to land can be an important element in settling land-related rural conflicts,
especially when claims are based on illegitimately perceived appropriation processes
(see Zimmerman, 2002; Negrao, 2002; and Bandeira, 2004)." However, looking at the
supply side and taking into account the full economic, cultural and political value of
land, public action can indeed worsen the conflict if the demands of current landowners
for compensation are not met, or can be excessively costly if their demands are met in
full.

In sum, a case for public action on access to land can also be made to promote
political stability, which, as is well known, has been a primary objective in many land-
reform efforts. It is, however, extremely difficult to predict the potential stability impact
and it might involve high budgetary costs. Therefore, far from having scientifically
sound methodologies, an assessment of the political impact needs to be made wherever
demand for land is generating persistent rural conflicts, and both the political and
financial feasibilities of the different available intervention instruments have been
carefully considered. We now turn to address this important issue.

3 The political and financial feasibility of different public
instruments

There are five mechanisms for accessing land that can be publicly supported: purchase,
rental, expropriation, recuperation and assignment of public land. If a case for public
action on access to land has been made, the next step the administration should take is
to analyse which of these means has more financial and political feasibility.

11. However, it should be noted that these studies emphasise that the allocation of land is only a part of a
necessary broader strategy aimed at defining and enforcing legitimate property rights to land.
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3.1 The debate on market negotiation versus expropriation

In theory, and compared with expropriations, the advantages of relying on the market
are that beneficiaries will have the right incentives to choose and negotiate the price of
land, that bureaucratic costs and opportunities for corruption will be reduced, and that
political tensions on the owner’s side will not arise since the supply of land is voluntary.
The disadvantages are that land can be in short supply on the market and that the
negotiating power between owners and claimants is likely to be unequal.

Expropriation-led land reforms have been carried out in many developing
countries in the past century, generally on the basis of the social function that many
national constitutions bestow upon land. However, this social function of land can be
interpreted in three different ways, giving rise to (Sumpsi, 1988): (i) expropriations in
the public interest, which are normally confined to the execution of public works like
roads and reservoirs; (ii) expropriations in the social interest, which are used to solve
specific problems of poverty or environmental damage; and (iii) expropriations in
response to the failure to comply with the productive function of land. This latter type
of expropriation calls into question the legitimacy of owners who underutilise their land,
giving the state the right to expropriate the land for a price lower than its market value.
On the other hand, public- or social-interest expropriations do not question the
legitimacy of private ownership and therefore compensate the loss of private property
rights with a price equal to or (more often) greater than the market value.

In order to implement large-scale land distributions at a low cost many
expropriation-led reforms in the twentieth century — until the 1980s — referred to the
social productive function of land. However, results have often been poor, mainly
because the approach was either politically or financially unfeasible. Landowners were
not (and will not be) willing to lose on the basis of productive illegitimacy, which
caused most land reforms based on the productive function of land either to increase
political instability, or to end up paying owners more compensation than the market
value in order to ensure political feasibility."

As a consequence, market negotiation seemed to be the solution to solving both
the economic and political feasibility of land reform, and has therefore been promoted
worldwide since the second half of the 1980s by the World Bank, FAO and IFAD (see
footnote 1). Since then, an abundant literature has flourished, much of it in the form of
essays criticising the lack of comprehensive distributions stemming from these
programmes. Empirical evidence analysing the potential theoretical benefits or
drawbacks from the new approach is still scarce, however. A study in Brazil, taking
advantage of the fact that market-based and expropriation-led programmes were being
implemented simultaneously, found that prices paid under the market-based programme
were lower than in the expropriations, but still higher than free market prices (Teéfilo et
al., 2003). Case-study evidence available from Brazil, Colombia, Guatemala, Egypt, El
Salvador, India, the Philippines, and South Africa points to two common problems
deriving from the new market-based approach (Deininger, 1999; NEAD, 2002; Lahiff et
al., 2007; Hanstad et al., 2004; Mondragén, 2005; Garoz and Gauster, 2005): (i) high

12. This is, for example, the case with the recent expropriation-based land reform in Brazil, where prices paid
for expropriated land were found to be significantly higher than market prices (Tedfilo et al., 2003).
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bureaucratic costs and opportunities for corruption are not automatically reduced, and
(ii) financial feasibility remains unattained, due to high levels of default.” Two reasons
have been found to lie behind these high levels of default in loan repayments. First, land
prices are often higher than its productive potential, due to the non-productive values
associated with land (cultural, financial, political or for leisure) and to the often small
supply of land in thin formal markets. Secondly, extremely poor beneficiaries are not
competitive enough to earn sufficient monetary returns to repay the loan.

Therefore, based on the available theory and evidence, we can state that market
negotiations are more politically feasible than expropriations based on the productive
function of land, and can be more financially feasible than expropriations based on the
social function of land, provided that three measures are taken to solve the above-
mentioned problems. First, programmes based on market access to land need to
distinguish between extremely poor rural inhabitants and small farmers with some
competitive capacity as two different target populations which require distinctive
instruments according to their capacities. Extremely poor farmers will mostly need a
grant component, while better-off, well organised and market-oriented small farmers
will probably need mostly subsidised credit. Secondly, programme rules which clearly
transfer incentives to financial intermediaries to participate, and to beneficiaries to
pursue the intervention objectives, must be carefully designed.” And thirdly, formal
markets supplying land at prices close to its productive value must be in place. Since the
existence of very thin formal land markets and of non-productive values associated with
land is pervasive in developing countries, this latter condition implies the need to
integrate land-allocation interventions with a whole array of land-administration
measures under a common public action strategy."”

3.2 Support for land ownership versus support for land use

There is general agreement on access to ownership being preferable to access to use,
since ownership offers more incentives for fixed investments and the sustainable
management of resources, it might improve access to credit markets and it can be a
source of security and stability to poor households faced with possible crises. However,
access to land use requires far fewer financial resources, involves lower financial

13. Although each implementation scheme is different, all these programmes offer beneficiaries small grants
and a loan in order to buy the land and make investments.

14. Many schemes have been tried with good results. The important thing is to build a scheme whereby the
beneficiary, the state, and financial intermediaries share the risk associated with the investment to be
financed.

15. Land-administration interventions refer here to the adjudication and registration of titles to land, the
maintenance of cadastral maps, the regulation of land use, and the taxation of land property and transfer
rights. Note that the prices paid for land in both expropriations and market negotiations depend on existing
market prices, which depend on market supply and demand. How to design land-administration systems in
order to foster growth and poverty reduction is too broad a question to be covered here. On this issue, see
Dale and McLaughlin (1999) and Bandeira et al. (2007).
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transaction costs, the price of land will match more closely its productive value," and it
is a more flexible system for adjustment.

The above characteristics, together with the problem of credit-market
imperfections, imply that ‘land rental markets are likely to be friendlier to the poor’
(Sadoulet et al., 2001) and have therefore recently captured the attention of international
agencies (see IADB, 1998; World Bank, 2003). However, although we are aware that
renting has been promoted in some market-based programmes (in Guatemala, for
example) and used in expropriation-based land reforms,” we have not been able to find
any comparative evaluation between programmes supporting land use and land
ownership. Case-study evidence from India (Hanstad et al., 2004; Srivastava, 2004) and
from Pakistan (Gazdar and Quan, 2004) show that the participation of NGOs has
enhanced the rural poor’s negotiating power in rental markets, helping them to obtain
longer-termed and lower-priced contracts.

Because of the lack of evidence, we cannot therefore come up with practical
conclusions. However, it is important to make again a clear distinction between
different types of beneficiaries. If the target beneficiaries are extremely poor households
or claimants of illegitimate land loss, access to property is possibly the only option
available to reduce poverty or settle conflicts. For small farmers, and provided the
incentive scheme has been properly designed, beneficiaries could simply be given the
opportunity to choose, as they will select rental, purchase or sharecropping, depending
on their available resources and the opportunities and land prices that they face.

3.3 The assignment of public land and the recuperation of irregular land

The reallocation of public land to landless households has been a commonly used
instrument in many developing countries to try to solve the problems of rural poverty
and demand for land. This is because it is the instrument that requires less outlay from
the public budget and normally has no problems of political feasibility.

However, to evaluate correctly the economic feasibility of this instrument, its real
costs and potential benefits need to be assessed. For example, the reallocation of public
virgin natural spaces (advance of the farming frontier) has been frequently used, but it
can turn out to be an expensive option if the ecological and scientific value that is lost is
taken into account, while the benefits might be small if competitive production requires
large investments in productive and communication infrastructure.'

On the other hand, the existence of large extensions of land whose ownership is of
questionable legality is pervasive in developing countries. Apart from the need to
formalise land property rights in order to enhance investment incentives and the size of

16. The owner maintains the non-productive components of the value of the land (as a financial investment
and as a source of cultural identity) and is able to offer a rental or sharecropping contract at a price closer
to the productive potential of the land.

17. The expropriation of land use based on the socially productive function of land was tried in Andalucia
(Spain) in the 1980s. The idea was that this approach would lower both the financial and the political costs
of reform. However, the latter condition did not hold: large landowners regard this intervention as
illegitimate and were able to stop most expropriations in the courts (Sumpsi, 1988).

18. What very often happens is that beneficiaries clear the land, produce basic staples for a few years and then
leave the land fallow or for livestock farming because the soil nutrients have been exhausted.
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formal land markets, the state can recuperate land and use it for access programmes
under the same land-administration intervention scheme. When during the process of
land regularisation there is no question about the illegality of the owner’s rights to the
land, the state or private claimants can recover the land without compensation. Where
there is some doubt or conflict about the rights, the issue can be solved by offering part
compensation, that is, payment below the market price.

De Janvry and Sadoulet (2002) mention cases in Latin America where the state
successfully recuperated illegal land (Brazil),” and where it reallocated part of the
private land to the municipality in exchange for titling and registration of the rest (Brazil
and Bolivia) or for the provision of public infrastructure (Dominican Republic). The
state can also recover land through cadastral measurement if there is found to be extra
land not covered by the deeds. The land could then be transferred to private users or
owners (assignment of public land).

Land recuperation can therefore be an optimal instrument to obtain land at prices
below market values in a politically viable way. As in the case of market-based
programmes, the use of this instrument must be considered within a broader public
strategy of land administration.

4 Summary and conclusions

The central questions addressed in this article are: should the state intervene in the
allocation of rural land? And when and how? Following our empirical review, the first
element that stands out is that public action on the allocation of land can have a
significant positive impact on rural growth, poverty reduction and political stability, if,
and only if, it is carried out under certain conditions and in a certain way. The necessary
circumstances can be summarised as follows:

(i) The allocation of land to small or poor farmers can promote economy-wide growth
when there is a significant proportion of underutilised land, due to the presence of
large holdings in agricultural areas not suited to mechanisation or of holdings of
any size belonging to rich owners with non-productive incentives. However, the
impact on growth will be limited if the new owners have low levels of technical
and entrepreneurial skills and/or low levels of financial capital.

(i) The allocation of land to poor households can reduce poverty when there is a
significant number of poor rural households with very little or no land, which lack
off-farm employment opportunities.

(iii) The reallocation of land to claimants can enhance political stability when there are
long-standing, or recently solved, land-related rural conflicts.

However, these are necessary but not sufficient conditions, since we have not
considered other alternative interventions which might actually have a greater impact on
rural development and be cheaper and/or easier to implement. Unfortunately, a
scientifically sound technical solution to prioritising public interventions does not exist,

19. Another case would be the recovery by the Colombian state of land bought with money from drug
trafficking (Pizarro, 2004).
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and will possibly never exist. This is because it is hardly possible to predict accurately
both the costs and the benefits of all the possible interventions available to promote
rural development. Furthermore, as we have seen throughout this article, there are many
interactions between interventions, and between interventions and other contextual
factors, that further complicate impact assessments.

In our view, it is convenient to consider the above circumstances as the supply or
necessary conditions, whereas the priorities expressed by the population would form the
demand or sufficient conditions. Understanding how this demand is formed, and how it
influences decisions on public action, is another crucial topic, which has been
extensively studied, mainly by political sociologists.”” However, the scope of this article
is only to understand when and how the state should intervene on land allocation,
without entering into the issue of how civil society and the state work or how they
should work. In this sense, suffice it to say here that, since this demand comes from
different civil-society organisations and from influential individuals, it should be the
role of the state to classify and quantify the population that is represented by these
actors, document the priority of their demands, and prioritise its policies accordingly. Of
course, we are aware that this may sound somewhat utopian, but it can be thought of as
the first necessary step when aiming for public action to work for the interest of society
as a whole. With the available quantitative and qualitative information-gathering
methods, it would be relatively simple and cheap to collect this information in most
developing countries.

On the issue of whether intervention should aim at achieving egalitarian agrarian
structures or not, the short answer is that we don’t know, that political and financial
feasibility poses a severe limitation to it, and that the history of developed countries
indicates that it is not a necessary condition for achieving economic development. Until
more evidence is to hand, we believe that the scale of the intervention should be based
on the supply and demand analysis suggested above.

Once a strong case for public action on the allocation of land has been made, there
are four elements that seem to be crucial to take into account in the policy design phase,
in order to attain financial and political feasibility:

(i) The need to have a minimally effective public land-administration system in place,
which defines and enforces legitimate property rights and obligations. Facilitating
owners’ access to official titles (either individual or collective) and designing land
taxes so as to encourage the supply of land in formal markets, can be decisive for
reducing land prices and thus attaining the financial feasibility of access to land.
This requires improving registry, cadastral, regulation and taxing systems under a
common public action strategy.

(i) In the light of increasing rural off-farm labour opportunities in developing
countries, the need to integrate the intervention on access to land with other
income-generation options, so that public action does not create artificial
incentives to enter or remain in the agricultural sector. Instead of the current trend
— mostly based on preconceived ideas — towards implementing either ambitious

20. For an example of the study of state and civil-society relationships within the context of land reform, see
Borras (2007).
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access to land projects or income-generation projects where access to land cannot
be the subject of support, it seems more reasonable to implement stable and
flexible rural income-generation policies where access to land can be the subject of
support, as with any other asset that the beneficiary might need.

(iii)) The need to assess the financial and political feasibility of the different allocation
instruments available. The pervasiveness of insecure property rights in many
developing countries suggests that the recuperation of irregular land can be the
most promising tool. Historical experience shows that the expropriation of land
based on its productive function can entail severe political or financial problems,
and that support of market transactions can be feasible, provided that the
incentives of all stakeholders are properly taken into account, so that the state,
private intermediaries and the beneficiaries share the risks that accompany
obtaining access to land.

(iv) The need to distinguish the capacities and needs of three different potential target
populations (extremely poor rural households, small farmers and claimants of
illegitimate land loss), and select specific tools for each one of them. For example, the
use of loans to support access to land seems to be appropriate only for small farmers.

5 Future lines of research

The three different views on the need for public action on access to land mentioned in
the introductory section of this article derive from two broader continuous controversies
on the roles of agriculture and resource distribution in economic, social, political and
cultural development. The academic debate on the need to distribute resources is
practically closed, but the problem now rests on a political issue: on how to ensure that
public distribution of resources is aimed at benefitting society as a whole, instead of a
few people close to state power. In other words, on how we can make sure that
government failures are not worse than the market failures they try to solve. This takes
us into a rich sociological and political debate on the design of political or state
institutions and on the role of civil society. This topic is too broad to be covered
properly here, but it is important to note that, besides studying when and how the state
should intervene in any subject, it is necessary to study why interventions are biased in
one or another direction and how to ensure that the state implements the appropriate
interventions.

Much less consensus exists on the role of agriculture in economic development. In
our view, the academic literature on this topic, mostly written by economists, has three
fundamental problems. First, when studies analyse the impact of a certain intervention
or factor (like access to land) they rarely consider opportunity costs or available
alternatives. For example, we have mentioned studies that find a significant association
between access to land and poverty reduction, but what are the costs of distribution? Or,
what would be the alternative impact of (for example) supporting access to other assets?
Without the analysis of at least the closest alternatives, there is the danger of ending up
concluding that the state should just support everything that has a positive impact on
development.

Secondly, there is still little emphasis in the economic empirical literature on
possible interactions between different factors. In other words, many studies still try to
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find something like an average universal effect of some development factor. The
problem is that we are all aware that these interactions exist, which means that a certain
factor or intervention can work in one place but not in another. What is urgently needed
is an understanding of which are these factors and how they affect the impact of public
intervention.

Finally, another problem we encounter is that most of the theoretical economic
work on agricultural development has followed either a micro or a macro approach. For
example, the theory on access to land and rural poverty that Bandeira and Sumpsi
(2007) develop is based on household behaviour, and on how this behaviour affects the
accumulation of resources. From their results they conclude that staying in the
agricultural sector can leave households in a long-term agricultural poverty trap if off-
farm opportunities arise and asset transferability is low. Following these results, one
could jump to the conclusion that agriculture should be marginalised by public action.
Meanwhile, most of the economic literature on the role of agriculture in development,
beginning from the work of Johnston and Mellor (1961), finds a positive aggregate
effect of the agricultural sector on total national economic growth. Many people
therefore come to the opposite conclusion, that agriculture should be prioritised. The
problem is that both types of theory are partial, trying to capture the micro or macro
effects of one or several factors, but not their overall effects on development. This is, we
believe, the most important reason why the debate on agriculture and economic
development has not advanced significantly in recent decades.

To sum up this third section, and in order to be able to assess more precisely the
impact of different development factors or public interventions, instead of undertaking
more narrowly focused studies on the isolated average impact of one factor (possibly
using a novel statistical technique in order to justify the effort), we must try to solve the
three above-mentioned problems. In other words, we need to develop theories and
empirical models that consider opportunity costs and interactions, and that integrate
analytical approaches based on individual impacts with those based on aggregate
effects. Finally, in order to understand the political difficulties involved in
implementing interventions that benefit society as a whole, we need to integrate the
results from this type of studies with broader political studies dealing with state
institutions and the social bases of power.
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