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ﬁighlights \

e The effect of the Land Use Consolidation (LUC) Policy on Household Wealth Accumulation in Rwanda is analysed.
e Aslight change in determinants of adoption of the LUC program causes significant changes in household wealth.
e Adopting the LUC program significantly increases households’ probability of shifting from lower to higher wealth.

Executive Summary

It has long been recognised that agriculture is a source of livelihood and the engine of economic growth in developing
countries. However, the effect of land fragmentation and small-scale agricultural holdings has been a significant
challenge to increasing agricultural productivity in those countries. Rwanda has implemented the LUC Policy since 2008
to overcome the negative effects of land fragmentation on livelihoods. However, little is known about the effect of LUC
on household wealth accumulation. This policy brief investigates how incorporating agricultural land into the LUC
program affects household wealth accumulation. It shows that Rwandan households that incorporated their lands into
the LUC program are wealthier than their counterparts that did not incorporate their land into the LUC program. This
Policy brief suggests that bridging the wealth gap among households requires policymakers and development
practitioners to develop mechanisms, such as increased access to higher-value markets and subsidised agricultural
credit, to incentivise households to incorporate their agricultural land into LUC.

Introduction

Although Rwanda aspires to become a Middle-Income Country by 2035 and a High-Income Country by 2050, around 80
percent of all households still depend on small-scale agriculture and are highly exposed to land fragmentation and
parcellation (NISR, 2022; MINAGRI, 2024), which have negative effects on agricultural productivity, food security, and
achieving poverty alleviation in the country.

Since 2008, the LUC Policy has been implemented in the country to overcome issues related to land fragmentation and
parcellation on livelihoods. More specifically, LUC policy has been proposed as a key solution to increasing agricultural
productivity and food security.

The literature provides differing and mutually incompatible views on the effect of LUC on agricultural productivity. On
one hand, LUC harms agricultural productivity and does not facilitate the adoption of new agricultural technologies and
the use of improved agricultural inputs (Molndrova et al., 2023). On the other hand, LUC leads to adjustments in rural
livelihood through improved agricultural productivity and household food security (Habyarimana & Nkunzimana, 2017).

In addition, there is little empirical evidence to inform policymakers and development practitioners about the effect of
LUC on household wealth accumulation.

Methodology

An ordered probit model is applied to estimate the effect of the LUC program on household wealth accumulation using
Rwanda’s 2015, 2018, and 2021 Comprehensive Food Security and Vulnerability Analysis (CFSVA) surveys. The study
hypothesises that households for which agricultural lands are incorporated into the LUC program are more likely to have
good livelihoods and wealth accumulation under the assumption that the LUC program contributes to improving
livelihood activities and household food security status through increasing agricultural productivity.
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Findings

Preliminary results of the direct effect of the LUC program on household wealth accumulation based on the
ordered probit model show that the LUC program is positively and significantly associated with the household’s
wealth accumulation. Notably, the effect of participating in the LUC program on household wealth accumulation
is consistently positive and statistically significant before and after reducing the issue of omitted variable bias.
More specifically, adopting the LUC program shifts the household from lower to higher wealth accumulation. This
effect is estimated at 0.25 percentage points and is statistically significant at a 1% significance level within a 95%
confidence interval of 0.20 to 0.29 percentage points.

The main results on the average marginal effect of adopting the LUC program on household wealth accumulation
show that for households in the poor and poorest categories, adopting the LUC program reduces the likelihood of
staying in that category by 0.7 and 0.5 percentage points, respectively. These effects are statistically significant at
a 1% significance level within a 95% confidence interval of -0.9 to -0.6 and -0.6 to -0.4 percentage points,
respectively. For households in the wealthy and wealthier categories, adoption of the LUC program increases the
likelihood of staying in that category by 0.7 and 0.5 percentage points, respectively. These effects are statistically
significant at a 1% significance level within a 95% confidence interval of 0.6 to 0.9 and 0.4 to 0.6 percentage points,
respectively.

Conclusion

Poverty and income inequality issues and consequential hunger and food insecurity problems are the global
current pressing issues, and global measures have been proposed to alleviate them to reduce global wealth
inequalities and achieve global inclusive growth. This policy brief investigates the effect of the LUC program on
household wealth accumulation in Rwanda.

More generally, this policy brief shows that Rwandan households that integrated their lands into the LUC program
are wealthier than their counterparts that did not incorporate their land into the LUC program. The study also
demonstrated that integrating agricultural land in the LUC program significantly increases households’ likelihood
of shifting from lower wealth to higher wealth, from poorest to poor, poor to medium, medium to wealthy, and
wealthy to wealthier. Notably, this brief documents that wealth accumulation among households in Rwanda is not
random but subject to the adoption of agricultural land policy reforms such as the analysed one, the LUC program.
These results are robust when we control for other covariates which can the possibility of explaining the
household’s wealth accumulation status.

This policy brief provides empirical evidence that can contribute to designing an agricultural policy to achieve
pillars 1 and 2 of Rwanda’s National Strategy for Transformation, which are sustainable economic growth and

increased per capita income, and increased national savings for investment.

/Policy Recommendations
To contribute to Rwanda’s goals of achieving sustainable economic growth and increased per capita income, and
increased national savings for investment, the following two policies are drawn from this policy brief:

e We suggest that bridging the wealth gap among households requires policymakers and development
practitioners to develop mechanisms, such as increased access to higher-value markets and subsidised
agricultural credit, to incentivise households to incorporate their agricultural land into LUC.

e Such mechanisms, increased access to higher-value markets and subsidised agricultural credit, to incentivise
households to incorporate their agricultural land into the LUC, should also be considered when formulating
& national policies to improve household wealth accumulation. /
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