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and extension services, be available. Safeguards, such as providing legal services for those who
cannot finance them, requiring bonds for private sector participation, and providing relief and appeal
procedures when an apparent injustice has been perpetrated, may be provided during the transition.

3.5 Several of the conditions necessary for the existence of a free land market are not
present in Venezuela. The chapter starts by itemizing changes in the present system that are needed
to fulfill the conditions for an active land market--changes in tenure and credit, and changes in the
way that IAN operates. The chapter concludes by proposing the framework for a much more
fundamental change in the way that farm land is managed and allocated in Venezuela.

A. Land Titles

3.6 Land titles have several effects on agricultural development. Title acquisition leads to
more security so that farmers can internalize the benefits of improved productivity. This strengthens
investment incentives, which lead to increased demand for capital and inputs. Further, titles and a
competitive land market lead to greater access to longer-term credit because land can be used as
collateral. A competitive land market would allow market forces to determine farm size. There
would therefore be a tendency to transfer land from large farms where the marginal productivity of
land is low to holdings where it is higher. High productivity units, in terms of net income per unit of
labor, are the small-to-medium family farms.¥ In addition, titles, along with enforcement of
property rights, provide the basis for resolving land conflicts.

3.7 Resolution of tenure problems and providing well defined titles is necessary for political
and civil stability, social justice, as well as economic and agricultural development. More equal
distribution of highly fertile land would improve social welfare. This would also lead to more
intensive exploitation of a productive resource resulting in greater agricultural output. This does not
imply that government intervention, via expropriation and subdivision of large holdings, is required.
Rather, clarifying land ownership and providing marketable title would allow the forces of economic
efficiency to determine farm size. The opportunity cost of holding unused land will increase when
land is readily marketable. Some large land-owners will decide to sell all or part of their parcels.

3.8 If, after a period of time, it is observed by policy makers that the tendency toward
smaller haciendas is occurring more slowly than they believe is desirable, then the government could
impose a flat, per unit land tax on all agricultural land in order to further raise the opportunity cost of
holding unused land."¥ There should be little concern about large landholdings if they are being
farmed. Since, after a certain size, farms tend to duplicate activities of optimal-sized farms as there
are few economies of size, they will be employing local workers at about the same rate per unit of

15/ There is considerable cross-country evidence demonstrating this. See Eric B. Shearcr, Susana Latarria-Cornheil and
Dina Mesbah, "The Reform of Rural Land Markets in Latin America and the Caribbean: Research, Theory, and Policy
Implications, LTC Paper 141, Land Tenure Center, University of Wisconsin, Madison, April 1991.

16/ The tendeney for farm size to gravitate owards the optimal may occur slowly because of lack of confidence in the
government to provide the conditions for a open land market or to provide a stable economy, or for various other reasons.
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output as optimum-sized units.¥ Not every rural resident either wants to be or is capable of being

a farmer. Many do not have the skills, interest or risk-profile and are better employed as farm
workers. Resolving the legal status of all occupants would reduce insecurity and lead to greater and
more productive land use.

39 In order to have an active formal land market and rental market, the owners of the land
must be known and legally recognized. Also, their property rights must be enforceable. Because of
the ambiguity of much of the farm land and the lack of access to it for many small operators, it is
important that Venezuela designs and implements a comprehensive, integrated land information
management system (LIMS). Such a system cannot and need not be created nationwide in the first
instance, but the present work on the cadastre should be designed so that it can become part of a
LIMS.2 Priority areas, where population density is great, where disputes are numerous, or at the
edge of the agricultural frontier, should be completed first. It should then be expanded over the years
to include other regions until the whole country is covered. All land within areas where the cadastre
has been undertaken would be registered to correspond with the cadastre, and marketable titles would
be given to landholders!. Safeguards to ensure the integrity of the concordance between the
cadastre and local registries will need to be established. Provision must be made to maintain the
LIMS. The advent of computerized record keeping greatly simplifies the job of transferring
information on land sales from registries to the LIMS office. Streamlined and strengthened
enforcement mechanisms should accompany the establishment of a LIMS.

.10 Disputes will arise over ownership in the first instance as the concordance between local
registries and the LIMS is being put in place. These disputes will need to be resolved in an
expeditious and equitable manner. To do this it is useful to examine the different types of occupation
(tenure) of land that exists and prescribe procedures for each. The discussion assumes that the
government is prepared to implement a modest, flat, per unit land tax, more as a means to establish a
commitment to ownership than as a means to raise revenue, although the revenue from the tax can be
used to finance the maintenance of the LIMSZ'. The suggestions made here can be implemented
without the land tax, but the tax and a fee for providing marketable titles will simplify the land
adjudication process.

17/ Annex 4 provides a summary of studies showing medium-sized farms to be most productive in terms of retums per unit
of area. This evidence, along with reforms to activate the land market, should allay the fears of agraristas regarding the
reconstitution of latifundios.

18/ A land information 2 system is a ic, three di ional ar of data regarding the
characteristics of land related spatially to the carth. It includes the hardware, soft , staff and institutional support needed
to acquire, store, manipulate, analyze und display spacial data,

18/ The Ministry of Agriculture and the legisl arc ideri bling legislation for a national cadastre (see Annex

2). It would be partially financed by the World Bank and IDB. (See Annex 5.) This is the beginning of a LIMS.
Eventually, the entire country should be covered.

20/ The government should actively explain to the public the benefits to be derived from the land tax. The tax would tend
to discourage holding unused land, would di ge the 1 itution of latifundios, dnd would provide strong legal rights
to title holders who now possess land either with some ambiguity or with a conditioned title. In return for paying the land

tax, owners and land occupiers will be able to internalize the enhanced value that their properties will assume on issuance of
a marketable title.







