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Abstract

IThis paper employs rent-seeking and public choice theory te
Egipllin the observation that 1land reform experience in the
ﬁlip‘pines 848 well as in many other developing countries did not
‘Provide some degree of support for historical generalizstion a=s
the East Asian experience. The analysis suggests that benefit-
- cost considerations on investments in political influence by
) proponents and cpronents of land reform, affected the level of

dand transfer in these countries.




THE POLITICAL CONTEST FOR LAND REFORM

IN A DEVELOPING COUNTRY

Introduction

Since Tullock's (1967) seminal confribution on what iz new

stensd as rent-seeking, neoclassicai policy analysis has

=
-

*d beyond traditionai velfare eaﬁnamicn which views government

- policy decisions as eXxogenousg, to combine efficiency and

nﬁiitical considerations ip describing the. nature, cavses, and

conseguences of opublic policy, The literature oo the

"necclagsical” political economy of trade policy, for example,

challenges the conventional view that tariffs tend to be a more

eificient instrument of domestic industrial Protection vig—a-vis

TJuotag {Kaempfer, McCluras and Willett, 1389} . In agricultural

pelicy analysis, political €comomy considerations have been

likewise uged +o explain the stylized subsidization of

agriculture ip developed countries and the taxation of it im

developing countries (4ndersen and Havami, 1986; Olson, 1986),

Our aim here is a modest one, Borrowing from the rent-

seeking and pubiic choice literature, we attempt to explain

another seemingly disturbing empiricai observation on agrarian

Poliey initiatives in many developing countries: the failure of
land reform Brograms in these countries both in relation to their

intended objectives and in comparison with those initiated by

East Asian countries {particularly Japan and Taiwan) after the
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Second World War. The description of reform effort focuses on
the Philippines, but our political econcmy interpretation of
this experience touches on why the land reform experience in a
large number of developing countries did not Provide Eome degrees
of support for historical generalization as that in Eaet Asia.

In the Philippines where the distribution of both land
cwnership and operational holdings is highly skewed in relation
‘o many other countries in Asia, land reform has been advocated,
rightly or wrongly, as an important element of poverty
alleviation strategies. This, of course, is not unexpected,
censidering that there exists an associatioen between rural
Poverty and highly skewed digtribution of land assets. Indeed,
rural unrests precipitated by rural poverty have aimost always
spawned declarations of land reform programs by governments.
None of these declarations, however, were able tg significantly
change the structure of the agrarian economy. Why this was go
has been the object of voluminous wWork in recent years.®! 4 large
part of the explanstions offered focuses on the lack of so-called
"pelitical will* on the part of incumbents +o implement a
comprelienzive land reform program. This paper argues +that the
nature of past land reform Program is politically optimal, given
tie prevailing political market. Section II Presents a simple
model of endegenous land redistribution, Section III then

interprets past and Present Philippine land reform pPrograms,
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with those in. East Asia, in light of =%his model.

Inally, Section IV offers conclusions. .

L

A Model of Land Hedistribution

£ 2 Following Becker (1983), we assume that eguilibrium land—-
EEHETﬂIIF: Ineome—-transfer is a contest between the opponent:s
and proponents ~f policy reform. The opponents of land reform
“are assumed to be mainly large landowners {(hereafter referred to
es landlords), while the proponents are .landless farmers  ard
agricultural workers (hereatter, farmer beneficiaries). Treating
political influence as a public good within each group.
investment (time and money) in political influence can be
modelled as 4in pubiic choice  theory, i.s., according to the
marginal benefits wversus marginal costs of group actiom. To
landlords, the benefits of group action are defined as the real
‘igcome foregone, wmet of compensetion received, due to a land
reform program: to farmer beneficiaries,  the benefits are the
gaing, net  of payments made, in real income resulting from land
Tedistribution. Generally, these benefits can be written as

Ei = Bi {I.; !51: i- = b]- d i = {.—1-}

where L ig a measure of land transfer from landlords to farmer
beneficiaries, 'amd § is a vector of other variasbles, including
-¢lasticities 'of supplv and -demand in relevant markets affectinc

farm production decisions (e.g., land as collateral which lowers

. — . m—
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the effective price of credit (Binswanger and Rosenzweig (1986)).
The subacripts b and d refer to landlords and farmer
benaficiaries, respectively. An increase in L raises farmer
beneficiaries® incomes, By but reduces landlords' incomes, B .
c ri -

The transfer-formation function ir assumed to depend only on
the 1levels of investments by the proponents and opponents of

redigtribution. That i=s,

L = LIy, Ia @ (2)
aL a2 L
with — 3 D T R e T G E 1
3l 3T,
where refers to the political svstem and other relevant
considerationa, 1including wars and foreign invasion. In this

view, benefits tc farmer beneficiaries can be increased through
investment in political influence that raises L. The landlords
can mitigate their losses (in terms of net foregone incomes) by
increasing their opposition to the transfer.

The costs of collective action are assumed to rise with
resources (I} contributed by the group and with Er;up size (N)}.
The latter implies that, following the +traditiom in public
choice, the larger is the group, the greater are the organization
- and enforcement costs involved (Olson, 1963). These cﬂsf; can be

written as




[

Cy = C3(% » M, d5) e : (N

where o denotes a wvector of other factors affecting comlition
caosts. Gaographical dispersion of group members, for example,
may substantially increase organizetion and enforcement costs.
Individualized selective incentives and strong moral sanctions
againzt vial&;ian of group nerms may, on  the other Hand, reduce
these costs since theee contribute %o +the enforeceability of
contracts. Thase sanciions ars stironger where the members of the
group nave similar background, language, and culfture (Tidemarn =aand
Tullock, 1976).

" Given 'the level of ®investment by one group, optimal
investment By the other group can be determined by maximizing
By — ©p) 'with respect to I,. The firstiorder '(necessary)

conditien for the optimal value of I, 1is

3B; L I
—— - = g i = b, d (4}
o A T :

which simply states that, for Iy to be optimal, the marginal
benefit of investment in political influence must be offset by
the marginal cost of investment.

Equation (%) dmplicitly defines I; in terms of the actual

investment by the other group, I; (i # j). Figure 1 illustrates
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a4 possible outcome of a Cournct-Nash process of equilibrium
investment. The line LL shows the combination of I;, and I 4, that
keeps land transfer constant at L, and the lines bb and dd are
Lthe reaction curves of b and d, respectively, Given Iy, an
increase in Iy reduces 1 and makes the members of b worse off.
With the marginal net benefit by b increasing as L falls, b
increases its investment, making L to be higher than if there
would be moe action by b, but not sufficiently to restore the
former level. This suggests that, along bbb, L falls from left to
right. It also suggests that bb ie steeper than LL.
Symmetrical resoning implies +that I rises from left to right
along dd. It then follows that bb is eteeper than dd, which is a
sufficient condition for the stability of the equilibrium L
endogenously determined by the intersection of bb and dd. Thus ,
in a Cournot-Nash process, retaliation may lower but not
eliminate the benefits of investment in political influence.

Factors that can raise one group's benefits (costs) of
investment in political influence will tend to increase
(decrease) the amount of its investment, In figure 1, point e’
indicates 4 mnew Cournoi-Nash equilibrium resulting from a
relative fall in organization costs for group b where +the
reaction curves and ths scrciant-L line are left out so aE not ta
clutter the d{Lgrum. 8imilarly, a change in social and political
environment may alter relative influence wia the L function in
equation (2). For example, a foreign invasion that cripples the

the strength of vested interests (Olson, 1982), follewed by an
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mﬁt & goyernment - that is.. relatively alienated from
iptpiFut of +the 1?;&] 1§ngﬁd nl%;g, "Lllr tﬁnq tag, inﬂ{paqg
'iiatributicn. in  Lavar of refoon hepeficiaries. This . .is

lIIuatratpd. for example, by point &'’ in figure 1. - $

' T
4 In the above formuletion ol pelitical contest,  we have
%?nqreﬁ xg;ggip;gﬁeEEngga,,*%mplicitljzcqntq;ding that theege are
P = "y " & CAT e R o e R b n i I 1 ] o ! ¥ E

frequently not a crucial independent political force. That is,

jﬁ_the ﬁ;ﬁﬂpt}.?hﬂi these 1prgfqreqp%§f{5ﬂn hg_,;aq;gyjq;qd and
created by :intpygatgd Pressure  groups . through paddling of
%gfnrmutinn _PT misinfq;mg}jsf tﬁpﬁ through . piher. political
F;?ivities (including bribery, Eplitical_;aqgiigni. employment of
poli t_‘i cal party _;:nplrka_:-_.s v _9.11_1;1___ cul _ti‘@-_ai;f:a of Sureaucrats and
Fulitinigns}, f“vﬂrbq{ﬁ;Pﬁgi?ﬁcﬂl ﬂECiEipﬁﬁ_rﬂqulfiﬂg.mﬂjﬂritFaﬂr
plurality of ?cteu can be cbtalned ihreugh the "purchasa" of
e . . rrpge WEYROowy wd .y e
auppnrtera nuts:de tﬁe gruu .

In develmping ¢duntriqs.'farmer5 esT;n eﬁhﬁﬁﬁiénﬁréaﬁ af%
-lﬂfﬂﬂ-?iSraryia-thtlinﬂmatriﬁd.prbdnceri-anﬂ-urbun consumers. - By
pumher ﬁlﬂne, they stggg__tg.be wFPolitically infivential in, the
shaping of policies thatl affect their interest. Yet, i4in these
:uuntr1an,“'1¢an$ﬁ;cr pﬁlity dcc:sinns hawve .‘typicuily turned
against them, systematicaily penalizing agricultural ﬁ%n&hééiﬁn
vhile:providing  protestion o dinBustry andogubkidy ¢  urban
cOngumers. The reverse can. be observed in the  developed
countries where the farming necﬁur 15 typ:cally pruv:ded w;th

Protection vis—a-vis the 4ndustr1a1 ae:tar and the urban

consumers (Anderson and Havami, 198681 "0lsbn, 1986)." 'Similariy.
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in developing countries with highly skewed distribution of lIand
ownership, one would expect farmer +tenants and landless farm
workergs to be a politically powerful group whose political
influence might outwelgh that of the small-number large
landowners. But, again, the "large number" factor (and still
other onee) stand in the way of pelitical decisions that faver
them.

The relatively large-number size of the landless farmers and
farm workers has been noted az an important determinant of the
cost of collective action. Thelr geographical proximity and low
education, combined with poor communication and transport
infrastructure, 1is another factor, ralsing their cost of -

organization. In eontrast, for large landowners, even though
*hey may also be geographically dispersed, the relatively high
per-capita benefits derlived from the provision of +the 1local
public good (i.e., opposition to land redistribution), together
with the relatively small size of the group and the members®’ high
level of education, make participation to the greup effort
considerably strong.?

Other than the costs and benefits of collective action by
iandless farmers, on the one hand, and the I2rzc *{;inwner:, on
the other, there are other factors that affect the balance of

power between the +two groups. Ware and for=zign invamion can
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effectively cripple the "institutiocnal sclerosis"” or the strength
of well-entrenched interest groups, thereby giving the government
in power some leeway in undertaking reforms as it sees fit
{Olson, I982). In thie regime, initiatives for political and
economic ceforms can come from (or influsnced by) foreign forces.
A8 the government in power "matures” and varfous domestic
bresgure groups begin To acguire new 1ife, the role that these
outside fﬂr;as play in the shaping and impiementation of rTeforms
is expected to diminish. Similarly, a government that faces a
serione threat to its survivel due to peasant unrest, is expected
io imatitute some form of larnd reform {(de Janvry, 1981). But as

the unreszt wanes, the support for land reform by the ruling elite

iz expected to diminish.

2 Fs An Interpretation of the Land Reform
Experience in the Philippines
The framework presented above can be used to interpret the
land reform experience in the Philippines. We first give below a
nistorical overview of land reform programs which various

governmente initiated ower the last four decades.

J.1 A Historical Overview of Land Reform Initiatives

President Quezeon's administration (1935-41) largely b=gan
what would bﬁcume a long, continuing series of agrarian policy
initiatives in the Philippines. A response to the peasani unrest

in Ceniral Luzon, Quezon's initiatives included regulation of
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tenancy relations, anti-usury law, oigarired land settlement in
Mindanac for +the ilandless of Luzon end +the Viseyas, lssuance of
fres patents to homesteaders on cultivable publie land, and
adoption of "landed estcates policy” which provided funds for the
rurchase of large landhuldinga for resale to tenants.? The scope
4#f these initiatives was, however, limited, partly arising Ifrow
the dependence of Quezon's national political organization, as
well as that of his successcrs, on local leaders who were usually
sither landlords or their proteges. Government records of landed
estates were also chaotic and nonexistent, particularly during
+*he period following the Second World War which caused massive
destruction of govermment offices.

Although +the subsegquent adminisirations of President Manuel
ROAAB {1966-43), Preslident TIlpldis Oeirvire [(1948-53), and
Prosident Ramon Magsaysay (1954-536) likewise had +their own
varsions of agrarian policy initiatives, the Ieatures as well as
the implementation of land reform were not largely different from
those of Quezen's." President Diosdado Macapagal's (1961-5635)
administration enacted the most comprehensive legislation thus
Ear, tut the law's deficiencies getood din the way of
implementation. The most serious of these was the excision on
provision for land taxation which would have imposed a
progressive land tax, and the explicit exclusion of fnrma planted
with crops other than rice and corn. Indeed, judged on the basis

af the Aamount of Tand redistributed, the Macapagal
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ation's performance was no more encovraziang than the
=orc set by its predecessors (Wurfel, 1983).
- President Marcos came tc power in 1965 without land reforua
part of his re-vlection campaign. Altheough he continued to
plement his predecessor’s lar: reform program, the budgetar:
support released for the progrim between 1965 and 1971 was onl;
20 te 30 percent of the approprizted amount which had alseo been
small vis—ﬁrviu the targete of the program. The tenor of tie
timez changed bv carly 19702, = rericod punctoneted by rauccous
demonsiraticns =ad peasant unrest. Witk the aid of Martial Law,
Marcos issued Presidential Decree 27, plecing the entire couniiy
under land reform. But provizicos of the law and the subseguern:
decrees amending it irhersstiy ilcited the scope of the progre-.
Among these wars: (1) the exclusion of plantation and export
crops whichy iz 1971, comprised mneerly &0 percent of e&11
agricultural eropiands, and where high econcentration of both land

ownerghin and ocgeretional hildings persisted; (2) the exclusicn
of landless and subtenant feimers wha numbered about 3.5 millica
in 1975, and {3} +the applicability of the law only on lands that
were actually wged in agricuiiural production by 1972. Given
these limitetions, at ite promulgation im 1972, P.D. 27 could
cover only 1.01 million hectares, representing 11.9 percent of
total farm area or 24.4 percent of the tcotal rice and corn lands,
Algo, tha progran sunffered ezzentiaily the same budgetar;
consiraint and izplementation problems as those by earlier luud

reform pregrams. The budget allocatad o implementing agencisc
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‘dviadled from 048 percent of the total mational budget in 1973 to
BB meErcent in 1981

By 1980, about 72.&4 percent of the +total farms were either
t1ily cwned or partly owned, only slightly lower than +he 73.9
parcert then prevailing ino 1971. In rice and corn, the iwo crops
vevered By PP, 27, fora ownsrship (both fully and partly owned)
incrasgad for ihe former from 63.7 percent in I871L. to 6841
Jercent in 1530, but fell for the latter from 77.6.percent to
B3 per:ent.5

The Aguizs =dministration’s. comprehenzive agrarian reifocrm
progren [CABP) aroee from +the economiec crisis and pﬂlitical
urrest thal beset the last five years of the Marcos government.
Like its @ predecessors, the Aqﬁinﬂ government envisioned land
reform as a major meane of reducing rural poverty and inequality
and Jvthéreby minimizing agrarian unrest and soclel Cisruction.
Bt unlike the earlier land reform laws which were limited to the
padistoibution of | tansnted rice and corn Tsnda =and +1ia the
reagulation ¢f tsnancy contracts, the current CARP covers all
piblic &nd private  agricultural lands (including lands of the
public domain suitable for agriculture), regardless of tenurial
marrangenant and commodity produced. - The firat phasze of the
program covers Tice and corn landa; all idle. fereclosed, and
sbepdoned lands; =m+ all private lands voluntarily offered hy the
ofners for land 'reform. The sacond phase encompassas all
eiiosnable and dicposable public agricultural lands, including

egro=forest end Dasture lands. Finally, the third phase covers
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all wother: private agriculitura! lands commencing with large
landheldings. The law  presceibes the acguisition and
distribution to be completed within a peried of ten years frem
the effectivity of the aAct.

At this point, 1t is difficult to specify the genuine scope
and affect; of the CARP. PFirst, the law is controversial in its
various provisions on ‘retention limits, examptions, alterpative
scheame: , graee periods, and definitions. its provision on
retention limitd (5 hectares for each landowner, and 3 hectares
for each: “echild who is aectively managing &he farm), for example;
can poseibly exclude about 80 percent of all private agricultural
lands. BSecond, commercial farms—-—defined as private agricultural
lands devoted to commerciai livestock, poultry, and swine
raising, aqueculture, fruit farms and orchards, vegetable and
cuiflower farme, and -orar, coffes. »nd rTubher plantations——are
deferred <for ten wyears bDeginning from the first year of
seoduction. ' There is no cutoff date Ffor estabklishing such farms.
Third; idn addition to the aforementioned loopholes, there are
also opportunities for landowners +o hold up implementation by.
legal challenges to land valuation which requires considerations
of different factors.

Fourth, financing +the program appears to be a major
bottleneck, as it dis already causing substantial delay in
izpledientation. Associated with this has been the lack of plans
for gualitative improvements in suDpori services. Two potential

dangers lurk in this aspect of the program: (1) the diversion of
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resources from mnon—agrarisn arsas whsrs irproverent of support
gnarvices may be equally cruclal, to CARP-covered areas; and (2)
the tying of the provision or upgrading of necessary support
gervices to the pace cof land redistribution.

Finally, while +he chance of imz-lzmentetion appears better
tor -aliepable and -di=spazar's =yublic agricultural lands (mainly
uplands, covering over & million heztarsa) than for private
agriculteoral lands, +the v=za of non-transferable stewardshilp
contracts (a form of 25-vear 1leaseholds), rather than titles=, is
also likely to stand in the way of successful land reform in the
uplands. That is, since these contracts have no collateral
valne; they ars Infericr *snures lastrupent:s compared with land

ownership titles.

3.3 The PRilippine Lend Heform Experience

and the East Asisn Modei

Wa now employ the conceptunal framework developed in Section
II to explain why the the Philippina land reform experience, as
well as that in many ‘other develeplng countries, did not provide
some degree of cuppert for historical generalizations as the East
Asian experience. As de Janvry (1981) noted, despite decades of
land reform activities in developing countries, landholding
remaina extremely skewed, and rural poverty and lnndlu;snmnt have
been almost universally increasing.

In East Asian conntries, +the succegs of land reform was

based on very favorable conditicns of the political market.®
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Opposition by the landed elite was low. In Japan, land reform
wasg Furried cut for the 1946-19530 period under the direction of
the General Headguarters of the Supreme Commander of the Allied
Powers. The landlords’ resistance was at its low ebb as their
iufluencqﬁund power waned during and immediately after the war.
In Taiwan, +the Nationalist Government which was just exiled from
the mainland China was alien to local landed elite’s influence,
thereby alISwing the execution of land reform without substantial
political cost +to the regime. The gerious crisis brought about
by the aggression and thresat of communism by +he North provided
pressure for the ruling elite of South Xorea to effect land
reform. Also an equally Iimportant factor was the backlog of
knowledge and experience on land +tenure system accumulated by
reform-minded officials in the Ministry of Agriculture and
Forestry, coupled with the reservoir of well-documented and
accurate data on land ownership and tenure relations gathered
since long before World War II.

Tenant farmers in Japan had a long history of strong
cooperativiam and unicnization, facilitated partly by pervasive
government control on agriculiural products and inmputs. Through
federations at the national end prefectural levels, individual
cooperatives were welded into & tight nationwide organization te
which all farmers belonged.”  Through the cooperative movement,
farmers exerted highly effective countervailing power over public

policies affecting the agricultural sector. Furthermore, the

industrialists and urbar middle class also demanded land reform
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as & "democratization" measure ajimed at preventing communist
fnfluences in rural areas. In easct, in posi-War Japen, farmers®
political influence was high, w#nich, together with the relatively
low opposition for land reform, suggesis a relatively high level
pft¥and redistritution.

In contrast, these very faverable conditions for land reform
were absent in the Philippines, at gaat each time a land reform
program wae instituted and implemented. The political infiuence
of +he large—number group of tenant farmers and landless
agricunltural workers was low, pDartiy owing to high orgenization
costs, #their relatively low education, poor tranaport and
communication infrastructure in the raral areas, and the lack of
strong cooperatiyism and unionism that characterized East Asian
agrigulture. Moreover, in areas where productiviiy was low and
agricultural producticon highly uncertain due to the vagaries ol
weather, the pervasive practice of sharecropping in tradlitional
farming communities couid be an efficient compromise beitween tha
tanant’'s strong risk aversion and the landlord’s calcuiation of
#ransaction cost.?

On the other hand, the opponents of land reform, i.e,, the
lapge landowners, were few in number, highly educated, and
#typically concentrated in wurban areas where transport and
.communication infrastructure were less prohibitive. fhc external
factors that contributed te the successful implementation of land
réform in Japan and Taiwan were alsoc simply absent. To be sure,

there were rural unrests and recommendations for agrarian change
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from various groups (including +ihz U.S. Government) desirous of
seelng reforms, bGut these either 'weres not widespread and
sustained long enough to keep on pushing for the desired reform,
or came at a +time when the landlords’ power and influence in the
legislature as well as in +the executive bBranch were well-—
entrenched. Thus. the laws passed were limited in scope
(covering ﬁaly tenanted lands wnlanted with rice and corn, at
least prier +to the Aquino Government's CARP). plugged with
locpholes, and not backed up with sufficient funds for program
implementation. The loopholes, outdated and inaccurate data on
iand ownership and tenure relations, and poorly funded
implementing agencies, combined to bring about corruptiomn in
program implementation, evaszion from the program, and, in some
cases, land refarm “in reverse. " "

4. Conclueion

Agrarian policy initiatives in the Philippines have not been
tacking sipnce at least +the Second World War. In large pagt,
these Initiatives, as those in many othsr developing countries
that [ollowed the East Asifan example of land reform, have not
provided some degree of support for historical generslizations as
the East Asian experience. The explanation for this failure runs
deeper than the customery reference +o the lack of so—called
"political will.” Similarly, wolicy proposals based on wishful
thinking that a program similar to the one implemented in Japan

and Taiwan immediately after +the Second World War could be
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duplicated, are’ bound to fail. The paolitical market conditions
in these countries at the time tht; implemented their land reform
,were very different from the ones prevailing in the Philippines
as well a8 in many other develcping countries. In Japan and
Taiwan, the oppesition for land redistribution was low while the

pelitical influence of the - farmers' group was-high. In contrast,
in the Philippines, high organization costs coupled with lack of
tight cooperativism and unioniem among tenants and landless
dgriculteral workers tranelate to low political influence vwis—&—
vig that of large landowners. Moreover, the external forces and
strong burssucracy That helpad mitizate the peliticel Influence
of ifocal landed «lite in Japan and Talwan, have been either
practically abzent or. if present; weak and unsustained, inoithe

FPhilippines.

e Ehewvs anglarais e that substantial

= -

e  implication of
changes in ths structure of Philippine agrarisan socliety Teguire
major shifts dnrthae baladmce - -of opoaliticxl influence belween the
proponents and opponeants of land  reform. Such ahifis cen b=
Facilitated by wide=ranging measures aimed &t efliectlvely ralsing
the bBenefits for land refeorm while simulfaneoshesly reducing
inatitutional bottlenecks in implementation. Strengthening
farmers! organizations is & necessary, though not unfficienL,
route tooobtaining political influance  for reforme fThat faver
farmer tenants and landlcs; farm werkers. FPubllc investoents in
rural infrastructure; agricultural techoology develnpman?, amd

agricultural support services facilitate growth in agricultural




i9
productivity, thereby increazing farmers' perceived benefits from
land. reform while simulfanscuzly recucing the cost ok
aorganization. Interestingly, in areas where the Green Revolution
technology was diffused ;ideiy and where tha 1and’ reform program
regquired.4ihe copveraslion of -share tenancy to lsasehold, tTenapts’
economic interest in land reform increased, partly arising from
the divergence of %The rental value of land from Ieasehold rent
and nmﬂrtiz;liun feez prescrlibed by the law.

Theze razults are Tentative. Futuore research should attempt
to apecify explicitly the exact mechanism by which political
institutions -affect the relative politicel influsncea of The
nroponents and opponents of agrarian policy initiatives,

including land reform.
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