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ﬁighlights \

e The conditional effect of urbanisation through LUC on household wealth accumulation in Rwanda is analysed.

e The conditional effect of urbanisation through LUC on household wealth accumulation is positive and statistically
significant at a 1% level.

e An Effective Urbanisation policy could help achieve a more significant effect of LUC in improving household wealth
accumulation.

Executive Summary

It has been argued that LUC helps to promote the revitalisation of rural industry, ecology, culture and talent. However,
little is known about the conditional effect of urbanisation through LUC on household wealth accumulation. In this policy
brief, urbanisation is defined as a household’s likelihood of being in an urban area. This policy brief investigates the role
of urbanisation in agricultural land reform in stimulating household wealth accumulation. Its results suggest that
implementing the LUC policy, accompanied by an urbanisation policy, substantially shifts households from the poorest,
poor, and medium wealth categories to the wealthy and wealthier categories. Notably, an effective urbanisation policy

\iuld support LUC in achieving further sustainable household wealth accumulation. /

Introduction

An effective urbanisation policy helps fix common land usage challenges, and it is an imperative instrument in land
management policy. The literature documents that land reforms promote rural revitalisation and that urbanisation policy
significantly renders land reforms more effective (Zhou et al., 2019). Therefore, a better urbanisation policy which
prioritises the success of agricultural land reforms would support the LUC program to enhance household wealth
accumulation. In other words, the lack of an efficient urbanisation policy could render agricultural land reforms ineffective,
thereby limiting wealth accumulation.

However, limited evidence exists in the literature on urbanisation's role in stimulating household wealth accumulation
through the LUC program.

This policy brief aims to demonstrate whether an improvement in urbanisation level would substantially stimulate the
effect of LUC on sustainable household income growth. We argue that an ineffective urbanisation policy will likely make
it challenging to achieve the LUC program’s benefits in improving household wealth accumulation. Thus, promoting the
role of LUC in improving household wealth may not thrive if there is no effective urbanisation policy linked with LUC policy.

Methodology

Ordered probit models are applied to estimate the conditional effect of urbanisation through LUC on household wealth
accumulation using Rwanda’s 2015, 2018, and 2021 Comprehensive Food Security and Vulnerability Analysis (CFSVA)
surveys. The policy brief hypothesises that to achieve a higher effect of land policy reform on household wealth
accumulation, LUC should be accompanied by an effective urbanisation policy.




Findings

The direct effect of the interaction between the measure of agricultural land reform and urbanisation is positive
and statistically significant at a 1% level, suggesting that increasing the number of households incorporating their
agricultural land into the LUC program significantly improves household wealth accumulation in the presence of
an urbanisation policy. This effect is estimated at 0.17 percentage points and is statistically significant at a 1%
significance level within a 95% confidence interval of 0.12 to 0.22 percentage points.

Estimated marginal effects suggest that implementing the LUC policy, accompanied by an urbanisation policy,
substantially reduces the household’s likelihood of staying in the wealth category of poorest, poor and medium by
0.001, 0.001, and 0.001 percentage points, respectively. These effects are statistically significant at a 1%
significance level. In contrast, it significantly increases the likelihood of staying in the wealth category of wealthy
and wealthier. In other words, implementing the LUC policy, accompanied by an urbanisation policy, substantially
shifts households from the poorest, poor, and medium wealth categories to the wealthy and wealthier categories
by 0.001, 0.001, and 0.001 percentage points, respectively. These effects are statistically significant at a 1%
significance level.

Notably, this policy brief demonstrates that urbanisation policy plays a significant role in conditioning LUC to
enhance household wealth accumulation.

Conclusion

This policy brief demonstrates that urbanisation, through implementing the LUC policy, significantly increases
household wealth accumulation. On one hand, our findings are consistent with the argument, in the literature,
that the increase in the urbanisation level significantly reduces income inequality (Ha et al., 2019) and the urban-
rural income gap (Zhao & Liu, 2022). On the other hand, our findings is in line with the argument that
by improving connectivity of cities to their extended rural surrounds, the government of = Rwanda  facilitates
poverty reduction (Bundervoet et al., 2017).

Thus, this policy brief suggests that the capacity to achieve sustainable household income growth via LUC depends
on how much the implementation of LUC is integrated with and stimulates sustainable urbanisation. Also, it
highlights that the measure of household wealth accumulation is a factor to consider in understanding the role of
LUC in stimulating urbanisation.

This study provides empirical evidence that can contribute to designing an agricultural policy to achieve one of
Rwanda’s National Urbanisation Policy, which is to increase urbanisation from 27.9 percent of the total population
in 2022 to 52.7 and 70 percent in 2035 and 2025, respectively.

Policy Recommendations

To contribute to Rwanda’s goals of increasing urbanisation from 27.9 percent of the total population in 2022
to 52.7 and 70 percent in 2035 and 2025, respectively, the following two policies are drawn from this policy
brief:

e Urbanisation moderates the effect of incorporating agricultural land into the LUC program to improve
household wealth accumulation. This evidence indicates that incorporating agricultural land into the LUC
program promotes household wealth accumulation in the presence of an effective urbanisation policy.

e Ineffective urbanisation policy will likely make it challenging to achieve the LUC policy's benefits in
improving household wealth accumulation. Thus, promoting the role of LUC in improving household
wealth may not thrive if there is no effective urbanisation policy linked with LUC policy.
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