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Empowerment and Efficiency: Tenancy Reform in West Bengal

Banerjee, Gerter and Ghatak JPE 2002

Objective :

• Evidence of productivity increase due to a tenancy reform in West Bengal, 
India during 1977‐93.

Tenancy reform –

– Offering security of tenure to tenants and 

– Rregulating the share of output paid as rent.

Reform

• Operation Barga‐

A major change in property rights

If the tenant is registered with the department of Land Revenue, he/she
would be entitled to permanant and inheritable tenure on the land 
sharecropped as long as he/she pays the landlord at least 25 % of
output as rent. 

Area of application: State of west bengal in India during 1977‐93

How different was the rule from the pre‐existing one?

• Early land reform act of 1955

1) Sharecropper will have permanent and inheritable incumbency
rights to land that is registered to their name provided that they pay
the lagally stipulated share to the landlords, do not leave the land 
fallow, and do not sublease. Except in such cases, the tenant may
lose rights if the landlord wants to use the land for personal 
cultivationcultivation.

2) The share that the landlord can demand will be no greater than 25%
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The early reform act failed for several reasons.

1) Landlords abused the personal cultivation exemption clause.

2) Tenants were responsible for registering themselves – coordination
problem on part of the tenants – high bargaining power to the
landlord (discuss!)( )

3) Government tends to favor landlords in legal disputes

Operation Barga was successful as it tried to address all the three issues
(discuss!)

What does the reform do?

Thereotically, it has two partial effects.

1) Threat of eviction is reduced ‐> loss of efficiency

Recall the ’action‐unobservability’ model we discussed in BU. A 
typical incentive scheme to induce effort looks like the following: 

Give high reward if output is high, and charge a penalty if it is low. 

A threat of eviction can work as a penalty even in presence of
liability constraint, implying eviction threat increases effort. As they , p y g
threat is reduced because of reform, there should be a loss in 
efficiency on this account.

2) Greater security of tenure ‐> high investment incentive & high
bargaining power due to an improved outside option (discuss!)

The net effect can be positive or negative
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Empirical evidence

Quasi experimental approach using district level data from Bangladesh as 
control group

Methodological issues:

Choice of control group : Bangladesh (earlier, East Pakistan) was
separated from India in 1947, and operation Barga started almost
thirty years later in West Bengal

Could we consider this land reform as an exogenous shock or an 
endogenous event which was bound to happen?

Empirical model

Simple difference in difference appraoch

Next, the model is adjusted with respect to time‐varying controls, such as

area under HYV cultivation, 

t t l i f lltotal rainfall, 

public irrigation.



1/27/2010

4


