AGRICULTURE: PROPERTY RIGHTS AND TENURE SYSTEMS.  Both today and in the past, agricultural land has been farmed under a wild variety of property rights and tenure systems.   In some places, farm land is owned individually; in others, it belong to a groups, such as tribes and ligneages in parts of modern Africa.   At times, the ownership of agricultural property is widespread; in others, only a minority possess land.  This variation in property rights and the distribution of land ownership in turn leads to enormous differences in the way agriculture is organized.  In many cases, fields have been cultivated by the sort of owner operators who have predominated in the American Midwest and in much of western Europe since the nineteenth century.  But in others they have been tilled by serfs or slaves, or worked by tenants, sharecroppers, day laborers, or hired hands.


To make sense of this enormous variation in agricultural property rights and tenure systems across the world and throughout the past, this article first looks at the idealized world of perfect markets.  It then takes up the actual distribution of land ownership and its effects on farm operation and tenure systems.  After surveying the economics of farm tenancy and the variation in tenancy over time and space, the article turns to the question of individual ownership versus group property.  Throughout the emphasis will be on the economic impact that property rights and tenure systems have.


Given the breadth of the subject, some sort of guide is necessary.  Although there are many places one could turn to (the subject has intrigued anthropologists, historians, sociologists, and political scientists), it is economics that draws the clearest map of property rights and tenure systems in agriculture.  To read the map, imagine first of all an idealized world of perfect markets and clearly defined and costlessly enforced property rights in agriculture.  This is, of course, a world that has never existed, but it will nonetheless lead us the way through the thicket of actual property rights in real world agriculture.   Assume, to begin with, that land and labor are unevenly distributed, with some individuals having little or no property and others possessing too many fields to cultivate themselves.  In this idealized world, one could imagine three sorts of transactions that would resolve the uneven distribution of property.  First, property owners with too much land could sell it to the land poor on a land sales market.  Second, they could rent it out in a land tenancy market.   Third, they could turn to the labor market and hire the landless to work their land as hired hands or day laborers.  Any of the three types of transactions would suffice; it would not be necessary to use more than one of the three markets for land sales, land tenancy, and labor.


Reality, of course, is quite different, for in the real world all three markets markets are often in operation simultaneously, even though in theory only one of them would suffice.  Why then do labor, land sales, and land rental markets exist, when one alone would do?  One plausible answer is that in the real world it is more difficult to monitor workers in agriculture than in other occupations.  Because they are dispersed across fields, it is costly to supervise them and to keep them from loafing on the job.  Worse yet, if they mistreat animals or do a poor job of sowing seeds, the resulting damage may not appear until months later, when it is impossible to tell who if anyone was at fault.   Problems of this sort have vexed land owners for centuries, and because they do raise the cost of farming with hired labor, they give an advantage to the owner operator, who can employ family labor and dispense with the monitoring.


We might therefore expect that owner operators would predominate in farming as land owners sold off the property that they could not farm with their own family labor.  But that has not been the case in the past, and even today a significant fraction of farmland is farmed by tenants or by hired labor.  According to the 1970 World Census of Agriculture, only 61 percent of the world’s agricultural property is farmed by owners who do not rent any land, and even some of them may in fact be disguised tenants or mere employers of hired labor.


One reason ownership does not triumph everywhere is that land sales markets are often inactive.   Although they have long existed, land sales markets are often dormant for a variety of reasons: failure of credit markets that are needed to fund sales; legal or institutional limits on who can possess farm land; and social, cultural, and political obstacles to establishing widespread individual ownership of land.  Particularly in the past, rulers and states have often given agricultural land to elites and then intervened to keep it from falling into the hands of peasants, who would otherwise have become owner operators.  Elites received land grants or exclusive rights to choice farm land in Asia and Europe during the Middle Ages, and in Latin America and Africa after colonization.  Peasants were then typically forced to pay tribute in the form of higher taxes or required labor duties on elite estates.  To keep the peasants from moving away or from devoting all their effort to their own farm land, their mobility or their right to own or rent land was often restricted.  Alternatively, their access to crop markets might be limited, as in colonial Africa, or they might be denied access to public goods and services.  The precise details of their treatment varied greatly from place to place, but the effect was to keep large farms in the hands of elites and to diminish the amount of land cultivated by owner operators.  The situation would only be likely to change with land reform, as in South Korea after World War II, or during political upheavals, such as the French Revolution.


Where peasants ended up tied to the soil and owing labor duties, they provided the work force on large elite farms, as in parts of eastern Europe from the end of the Middle Ages up until the nineteenth century.  Many historians also believe that a similar kind of serfdom existed in much of western Europe in the Middle Ages, but Douglass C. North and Robert P. Thomas have argued that serfdom in the medieval west was actually quite different.  In their view, western serfdom was not the sort of involuntary servitude found in eastern Europe; rather, it was a voluntary contract brought on by the collapse of product markets and of centralized political authority.  They contend that without product markets, bargaining costs were too high for lords of medieval manors to use tenants or wage labor.  Instead, the lords offered peasants hereditary serfdom in return for the protection that higher political authorities could not provide.  Peasants entered into serfdom voluntarily, committing themselves and their heirs to give the  lord labor fixed labor duties in return for protection.  Serfdom in the West only disappeared, according to North and Thomas, when population growth and the revival of product markets cut the relative cost of alternative contractual arrangements.  Here other historians stress somewhat different reasons for serfdom’s ultimate disappearance in the western Europe, such as the return of centralized political authorities who intervened on the serfs’ behalf, or the ease with which serfs could flee manors and seek refuge in western Europe’s growing towns.


Obviously, serfdom is not the only way that elites have worked their estates.  Where slavery was permitted and the agricultural technology made it feasible, elite farms might use slaves, as in the American South, the Caribbean, and parts of Latin America before emancipition in the nineteenth century.  Such elite estates could survive the emancipation of the slaves or the end of labor duties, if they were large enough to take advantage of economies of scale in monitoring labor.  The elite could then hire free workers to work their farms, as in parts of Latin America today.  (In Latin America, hired labor might have the added advantage of protecting landlords against pressure to redistribute land to tenants during land reform.)


What, though, if an elite farm is too small to realize economies of scale in monitoring and the land market was too thin to break the farm up and sell it to owner operators?  What can a landlord do in that case?  Renting the property out to tenants is the obvious alternative, and it turns out to be widespread in those parts of the world where the distribution of farm land is not so unequal that hiring labor becomes economical: in much of South and Southeast Asia and parts of Latin America today, and from the end of the Middle Ages on in much of western Europe.  Tenancy is also common even in areas of owner occupancy, because it evens out variations in the distribution of family labor over the life cycle and corrects for difficulties with the land sales market and changes in the efficient scale of farming.


Tenancy, however, has its own problem.  It might at first glance seem an easy matter to rent out agricultural property: the landlord would simply charge a fixed rent, and the tenant would then have all the incentives to farm properly.  At the margin, the tenant would pay all the costs and reap all the benefits from his decisions, for he would not have to share the increased output from working an additional hour or applying another wagon full of fertilizer.  Economic theory then suggests that he would farm in the same way that an owner operator would.


But tenancy is not that simple.  To begin with, there are problems with long lived capital that belonged to the landlord, particularly toward the end of a lease.  The tenant might be tempted to misuse this capital because he could do so without bearing the costs.  To consider a particular example, consider western Europe in the early modern period (roughly 1500 to 1800), when tenancy had grown common.  Fixed rent tenants were often accused of neglecting buildings and of ignoring problems with ditches that caused flooding and erosion long after their leases had run expired.  They were also charged with cutting grape vines too short, which boosted the yield during their tenure but reduced productivity thereafter.  Worst of all–at least according to manuals for landlords and records of property administration–was the risk that tenants would go broke and not pay the fixed rent they had agreed to.


Nor are these the only problems with tenancy.  It may simply prove to be very difficult finding a tenant who will agree to a fixed rent lease.  Paying a fixed rent means assuming all the risks of farming, and in the absence of perfect insurance markets, a prospective tenant may well hesitate before engaging in such a gamble.  Alternatively, he may have difficulty raising the working capital needed for a farm, either because credit markets have failed or because there is no rental market for certain kinds of agricultural capital, such as livestock.  The landlord may then have to supply him credit, capital, or other inputs–even untraded ones, such as managerial skill.  All of these problems may make a fixed rent lease much less attractive for the landlord, and both he and the tenant may prefer a lease in which they share the output–a sharecropping contract.  Such a contract will reduce the risks the tenant faces, while still giving him an incentive (albeit a reduced one) to work the farm.  After all, if he does absolutely nothing, there will be no crops to share.


We might therefore expect to find more share tenancy where tenants were poor.  Indigent tenants would presumably be more risk averse, in part because they would not possess assets that could be sold during crises.  They would also lack capital and the collateral needed to borrow.  Other things being equal, they would therefore be more likely to sharecrop than to pay a fixed rent.  The frequency of sharecropping would also depend on the landlord’s characteristics too.  A landlord who could monitor tenants at lower cost might prefer sharecropping (or even wage labor) to a fixed rent lease.  His monitoring costs might be lower, for example, if he lived on or near his farm property, or if had to check on long lived capital such as vines, no matter what sort of contract he had to use.  They would presumably be low too for small scale land owners and for those engaged in an ongoing relationship with their tenants–for example, landlords who were relatives or close friends of their tenants.


Predictions of this sort have been subjected to a number of empirical tests.  Sometimes the evidence has been gathered in developing countries.  In other instances, it has been historical, coming from Renaissance Italy, from early modern France, and from the American South after slavery was outlawed and tenancy took its place.  Whatever the source, the studies usually confirm the predicted relationships between the characteristics of landlords and tenants and the choice of agricultural tenancy (or wage) contracts.


Obviously, the choice of a tenancy contract or the decision to hire wage labor depends on more than just landlords’ and tenants’ characteristics.  We have already mentioned how these decisions are influenced by the distribution of property.  They can be affected by wages and relative prices and by social and legal constraints too.  In sixteenth and seventeenth-century Japan, agrarian laws limited tenancy, and much agricultural land was therefore cultivated by hired laborer.  Defacto tenancy gradually developed, however, and many laborers became de facto tenants, particularly when the Meiji government (1868-1912) modernized property rights and legitimized tenancy.  Similarly, in parts of India, social sanctions prevented kept members of lower castes from owning or renting land, and they ended up working for higher caste land owners as farm laborers.  Land reform in India created further incentives to hire labor, for land cultivated by labor was usually exempt from laws that transferred agricultural property to tenants and did not fully compensate landlords.


What effect did these agricultural contracts and land tenure systems have on the efficiency of farms?  Unfortunately, tests for efficiency are difficult, even with current day evidence, and most of the tests have at best simply compared sharecropping, fixed rent leases, and owner cultivation.  One of the best studies finds little difference between ownership and fixed rent leases, but sharecropping turns out to be less efficient than either of them.  The evidence, however, is Indian, and Indian land reform laws discourage landlords entering into certain kinds of contracts, such as fixed rent leases.  The peculiarity of the Indian situation may well explain why studies elsewhere have found no differences in efficiency between sharecropping and fixed rent leases.


So far, we have implicitly assumed that each piece of agricultural property belongs to a particular individual, who has exclusive rights to sell it, profit from it, and cultivate it as he sees fit, without interference from other people.  We have supposed, in other words, that property rights are absolute, private, and individual and that any one individual’s rights do not overlap another’s.  Such an assumption is not unreasonable, for individual rights to own and sell farmland are widespread, and contrary to what scholars such as Karl Polanyi have maintained, they have a long history.  Still, for much of history–and for much of the world today–individual ownership is not the only type of property right one encounters.  Often groups of individuals–a village, an extended family, a serf and a lord–may share rights to use a piece of property, as with common grazing land.  Such group rights tend to prevail in a variety of situations: where agriculture makes extensive use of land, as with herding; where the cost of fencing or of registering title to land is high; where low land values reduce the benefits from establishing individual rights; and where groups maintain rights to property.  They are particularly common in current day Africa.  There property in pastoral regions may be managed by large ethnic groups, and arable land can often be reallocated by chiefs or heads of lineages, even though households may have rights to use it or even pass it down to their descendants.


In addition to group rights, one person’s farming may interfere with his neighbors, creating what economists call an externality.  In parts of medieval and early modern Europe, for example, each peasant farmed a collection of scattered strips of land, in a land tenure system known as open field agriculture since the tiny strips were too expensive to fence.  Peasants farmed this way (so Dierdre McCloskey has argued) because the scattering provided a form of insurance: a strip near a hilltop would survive a flood, for example, while one in a damp valley bottom might bear crops in a drought.  With such a land tenure system, reaping grain on one strip would have obviously meant trampling the crops on adjacent strips–an externality–had it not been for regulations that coordinated harvest on every piece of land.  Similar problems arise with drainage and irrigation.  To take the example of the open fields again, it was often impossible to drain one marshy strip of farm land without doing the same for all the neighboring ones.  The drainage is what an economists call a public good: if one person gets it, so must all of his neighbors.


These group rights, externalities, and public goods can create serious political and economic problems.  Although public goods such as irrigation and drainage may be highly profitable investments, it may prove impossible to get landowners to agree on a drainage or irrigation project.  Each owner may prefer to let others bear the costs of getting the project going (in the jargon of economics, this is called free riding).  Worse yet, he may be able to use the legal system to hold the project up for ransom, by demanding a disproportionate share of the benefits from draining or irrigating.  The clearest examples of such strategic behavior come from eighteenth-century France, where it was encouraged by the legal system until the judicial reforms of the French Revolution.


Can these economic problems be solved by creating individual private property rights to land?  In some cases, the answer is certainly yes, for there are examples of individual private property rights boosting agricultural productivity and agricultural investment: at Jamestown Colony in colonial Virginia, for example, and in developing countries in current day southeast Asia.  But in other instances, individual property rights have not had such an effect.  In early modern England, for example, enclosures brought an end to the open fields and their regulations by consolidating the scattered strips and fencing them in.  But contrary to the hope of agricultural reformers, farm productivity usually did not rise greatly.  The creation of individual property rights has apparently failed to stimulate investment and agricultural productivity in a number of African countries either.


The moral here may well be that the group agricultural property rights one sees in small societies may be nearly optimal much of the time.  The same may hold for the sort of regulations adopted in small societies to deal with externalities in agriculture (in open field villages for example).  Repeated interaction among the members of the society is what keeps the group rights and regulations close to optimal, and in some cases it can even bring about adjustment of property rights as relative prices change.  Simply imposing individual property rights may not always increase agricultural productivity.  In some cases, it will, as in southeast Asia.  But in others it will not, and it can cause enormous political problems by redistributing wealth.
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