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MotivationAgriculture share and development



Specific Mechanism: Communal Land Tenure (CLT)

I Land rights are uncertain:
I Land can be taken - perhaps use it or lose it.
I Transfers may be redistributive.

I Common in Africa
I Goldstein and Udry (2008) study incentive implications.

I This paper studies:
I Implications for size and makeup of agricultural work force.
I Implications for land distribution.



Mechanisms

I CLT draws people into ag:
I Get land if you are agricultural.
I Don’t lose land that you own.

I CLT distorts land distribution (with no trade):
I Costly to rent out.
I Land is redistributed.

I GE effect through changes in pa.
I pa ↓ slows movement in to ag – could multiply or stabilize.
I pa ↓ means high za but low l people leave ag.



Building On: Lagakos & Waugh (2013) (LW)

I Recap:
I Types: {za, zn}.
I Production ya = A

∫
zi

adGi and yn = A
∫

zi
ndGi

I Food problem: U = log(ci
a − ā) + η log(ci

n)

I If comparative and absolute advantage are alligned, as A ↓:
I The average productivity of agricultural workers decreases.
I The average productivity of non-agricultural workers increases.

I Interesting possibilities for multiplier effects.



Building on: Restuccia & Santaeulalia-Llopis (2015) (RS)

Figure 3: Density of Farm Productivity si (in logs), Malawi ISA 2010/11

Notes: Household-farm productivity si is measured using our benchmark production function, adjusting for rain
⇣i and land quality qi , yi = si⇣if(ki, qili) with f(ki, qili) = k.36

i (qili)
.18, where yi is farm output, ki is capital,

and li is land. All variables have been logged.
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yi = siξik0.36
i (qili)0.18



Building on: Restuccia and Santaeulalia-Llopis (RS)
Figure 6: Land Size, Capital, MPL and MPK: Actual and E�cient Allocations

(a) Land Size vs. Farm Productivity (b) MPL vs. Farm Productivity

(c) Capital vs. Farm Productivity (d) MPK vs. Farm Productivity

Notes: Panel (a) scatters the actual and e�cient relationship between land size, li, and farm productivity, si. Panel (b) scatters the actual and e�cient
relationship between the marginal product of land, MPL, and farm productivity, si. Panel (c) scatters the actual and e�cient relationship between
capital, ki, and farm productivity, si. Panel (d) scatters the actual and e�cient relationship between the marginal product of capital, MPK, and farm
productivity, si. The computation of farm productivity, si, is discussed in Section 3. All variables have been logged.
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Massive agricultural output loss.



Findings: Distorting the US

I Creates misallocation of land.

I Small effect on Ag productivity: low dispersion in Ag talent.

I Small GDP effect: simply not enough people in agriculture.



Findings: Distorting Ethiopia (LE = 1
3 LUS, AE = 1

19 AUS)
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(b) Cumulative land operations

Figure 8
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(a) Average agr. employment
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(b) Average land operations

Figure 9

equilibrium, while 12.1% (8.4%) of non-farmers would move in the opposite direction.
One of the reasons often quoted for the continuation of existing communal land regimes is
the fear that lifting such policies would create a huge, potentially unmanageable, flood of
rural-urban migration. The models suggests that there is indeed massive pent-up demand
for switching sectors, but only at existing prices. The attendant price adjustments are
large with consequentially relatively little migration, which - depending on the reader’s
perspective - may be good or bad news.

5.2.2. Aggregate statistics

The central result of this paper is the impact of communal land on aggregate variables
in a poor economy. From Figure (10) we note that contrary to the previous economy, more
communal land does not lead to a substantial rise in agricultural production - we are close
to subsistence requirements where consumption is highly price-inelastic. Non-agricultural
production, on the other hand, declines more steeply. The combination of the two induce
a decline in GDP. For three-quarters of communal land the loss amounts to a bit less than

RS effect even without CLT ⇒ small effect on land misallocation.



Findings: Distorting Ethiopia
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2% - small, but not entirely negligible. The mass of additional agricultural employment
at that point equals roughly 1.5 percentage points (last panel).
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Figure 10. Real variables

Figure (11) reports relative productivities and prices. For λ = 0.75 real agricultural
productivity relative to non-agriculture drops by no more than 4%. The reason for such
a modest decline relates to the fact that the mass of switchers is not large compared
to the stock of workers in either sector. It is once again nominal relative agricultural
productivity that experiences a large decline, by more than 25% for the case of three-
quarters of communal land. Its decomposition reveals that the lion’s share of this is due
to the fall in the agricultural price, amounting to more than 20%. Finally, it is worth
noting that the land rental rate experiences a steady and substantial decline over the
whole range of λ, in large part due to the decline of the price of food that limits demand
for land. In summary, and just as in the rich economy, communal land here appears to
create few distortions on the land market. What it does is to attract individuals into
farming. The general equilibrium then produces a sufficiently strong drop in p to stem
the wave of additional arrivals.

For completeness, Figure (12) illustrates the outcomes for additional variables of in-
terest. What deserves attention is that the expropriation rate declines steadily over the
range of λ up to the calibrated value of 0.6%. The multitude of forces at play mask a
clear interpretation of that phenomenon. One reason is surely the fact that expropriation
mainly hits rural-urban migrants, and there are increasingly few such individuals as λ
rises. The share of farmers with no communal land also decreases as more communal
land becomes available in the aggregate. The land market, meanwhile, remains quite
active as observed from the last panel.

Price effects imply minimal movement into agriculture.



Why Small Effects: Land Ownership

I Production function in Ag:

ya = Az1−γ
a lγ

I No labor - all ag workers own land.

I More ag workers ⇒ lower correlation l, za

I Implies RS effect from LW.

I Need not if most talented own and least talented work.



Why Small Effects: DRS

I How is low l, za correlation consistent with free land markets?

I Strong decreasing returns to scale: γ = 1
3 .

I Strong incentives to trade, even with lower talent people.
I Splitting land among two equally talented farmers increases

output by 1.6.

I DRS implies drawing people in to agriculture increasess
output.

I No multiplier effect from LW mechanism.

I Contrast with Foster and Rosenzweig (2011) - Local IRS in
Indian agriculture due to mechanisation.

I Calibrated from US land share - but does this imply DRS?



Why Small Effects: Frechet Calibration

I Frechet parameters taken from LW:

I θa = 5.3 matches variance in income (wages or earnings from
self employment) for US ag workers.

I Implies 86% of distribution lies between 0.75 and 1.2
I Willing to trade from high type to low type.

I Also implies misallocation of land not that important.
I Contrast with RS.

I Are wage earners in the US the correct target for za?



Why Small Effects: Closed Economy

I Price effects are quite large in this economy.

I Ethiopia is a net importer of agricultural goods.
I Average ag price is 2 X international price
I Consistent with food problem and open economy (Tombe)

I Possible to collect direct evidence.
I Impact of world prices on local prices
I Impact of local whether on local prices.

I (Price effects could reflect downward sloping demand for
non-ag workers in short-run.)



Could we see large effects?

I LW would not imply RS if:
I Ownership and labor are separated (UK manor farms).
I Greater dispersion of agricultural productivity.

I Possible multiplier effects from LW if:
I DRS is less strong.
I Greater dispersion in agricultural productivity

I Further effects:
I Small farms imply lower Aa: no tractors, less money for R&D?
I Many people on farms means lower An?


