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Introduction

• In a political democracy, two avenues for voters to communicate 
with the government - elections and civil society

• Economic literature on democracy: focus on elections – election as 
a tool to make governments accountable in democracy

• Limitation: Between elections, no mechanism to refer important 
policies to the electorate in most democracies

• Some measures: Referendum (Turkey 2017, UK 2016), 
Direct/Participatory Democracy (Porto Alegre, Brazil etc.)

• Criticism: Less informed decisions, tyranny of majority etc. 
• Focus on role Civil Society to bridge this gap
• Not much theoretical literature on civil society in economics 
• Our focus: Civil Society in the limited context of land acquisition for 

industrialization or any development project



Motivating Evidence

• Land acquisition for industrial growth becomes a political issue in some 
cases, perhaps more so in LDCs, generating controversy in terms of 
compensation, coercion, etc.

• In China, in 2005 alone there were over 60,000 local disturbances 
provoked by attempts at acquiring agricultural land for residential or 
industrial use

• In Kenya, during 2009 communal protests erupted against the acquisition 
of 50,000 hectare of farmland for developing a bio-fuel plantation and 
manufacturing hub by an Italian company, which finally scrapped the 
promising project

• As of 2010, delays in land acquisition for industrial projects threatened 
investments worth USD 100 billion all over India in the near term

• In Brazil's Rio de Janeiro, during 2011, protests against the acquisition of 
farmland delayed one of its most promising industrial projects, CISPA 
worth USD 40 billion

• A statement made by China’s Ministry of Public Security acknowledge that 
87,000 public order disturbances broke out in 2005 alone, a large chunk of 
which is due to land grabs.



Issue: Land Acquisition

• Beginning of 17th century Britain – Enclosure movement began after 
international trade expansion; 2.76 per cent of the total land was enclosed 
and 50,000 persons were forcefully evicted- no small number in a country 
with total population about four million in1600 AD. 

• In the United States during 1870-1910 vast areas of land were acquired by 
the state governments to subsidize private enterprises in Railway 
construction, Milling and Mining through various State legislations. 

• In Brazil, Argentina, Mexico, Panama, Colombia as well as other places of 
the American continent, in Indonesia, Malaysia, Thailand, Pakistan, 
Bangladesh and other Asian countries, only building of dams have 
displaced thousands of people. (World Commission on Dams, 2000)

• According to a paper contributed to the World Commission on Dams, since 
1950s, 10 million people have been displaced in China due to hydraulic 
and hydroelectric projects alone (Jing, 2000). 

• According to more radical estimates (Goswami, 2007) between 1992 and 
2005, twenty million farmers were evicted from agriculture due to land 
acquisition and between 1996 and 2005 more than 21% of arable land in 
China has been put to non-agricultural use.



Indian Experience

• According to a recent report of the World Commission on Dams, 4.5 
million hectare of forest land has been submerged by dam 
construction in India between 1980 and 2000.

• On average each dam construction has displaced more than thirty 
one thousand people. 

• According to figures quoted by the Tenth Five Year Plan, mining has 
displaced 2.5 million of which 52.2% are tribals; forest conservation 
has displaced 0.6 million of which 75% are tribals; industry has 
displaced 1.25 million of which 25% are tribals; infrastructure 
building including road, bridges and airport construction has 
displaced half a million of which 25% are tribals. 

• Around 75% of the displaced people since 1951 are still awaiting 
rehabilitation (National Policy for Rehabilitation draft). 



Political Economy of Land Acquisition

• A comparative analysis between China and India by Ren (2016) finds that 
the different levels of involvement of state governments state in land 
speculation has produced different dynamics of protests. 

• Mehlum, Moene, and Torvik (2006)- civil society movement in India 
makes clear that the resource curse is a source of political disruption

• Chakravorty (2013) - shows that out of the 53 reported cases, land 
acquisition successful in 27 and failed in 7 cases. 

• Sarkar (2010): East Asian model of forceful land acquisition by the 
Government for industrialization can work for autocracies but not in a 
political democracy

• Civil society: non state-non partisan ‘Third Party’ in the society, ‘watchdog’ 
of democracy

• Civil society organizations in India confronted violations of democratic 
rights and  filled in the developmental deficit of the state. Social activism 
at the grassroots in India prompted some scholars to acclaim the new 
arenas of counteraction, protest and countercultural movements as a 
“non-party political” alternative to the state ( Sheth 1983 ; Kothari 1988 , 
1989). 



Relation to Literature

• Progress towards development punctuated by protests –
democratic values drive economic development

• Lipset (1959), Almond and Verba (1963)- how political culture is 
vital for democracy

• Welzel (2007)- emancipating mass attitudes measured in the World 
Values Survey demonstrate citizens’ willingness to struggle for 
democracy.

• Human capital, rather than institutions, is the main driver of 
development - Glaeser et al (2004). Educated (like university 
students) who protest, and education can transform values. 

• We focus on the values that govern political behavior.
• In our paper, concerned citizens or civil society are the conduit of 

democratic values



Economics Literature 
• Besley and Ghatak (2009) give instances from different points in time where the 

state had indulged into acts of expropriation. 
• Banerjee et al. (EPW 2007): looks at the government's role as a mediator becomes 

crucial.
• Sarkar (2010): Government has political cost, private acquisition easier
• Ghatak and Ghosh (2011): Criticizes the new Land Acquisition Law and suggests an 

auction:
• Ghatak and Mookherjee (JDE 2014): Look at compensation using ex ante efficiency 

criterion.
• Roy Chowdhury & Sengupta (GEB 2012), Roy Chowdhury (JEBO 2013 : Formal 

treatment of the holdout problem that focused on the strategic approach 
• Besley, Persson (2016): Analyze the two-way interplay between democratic values 

and democratic institutions. Define ‘civil society’ as some citizens who hold values 
that make them protest to preserve strong executive constraints or open executive 
recruitment

• Prasad Bhattacharya, Jaideep Roy, Prabal Roy Chowdhury, Sreeparna Sahauly
(2016)- focus on politicization of land-protests; find that results depend on 
whether such activism creates a voice for just members, or every landowner

• We attempt to focus on the other aspect, i.e. the involvement of civil society in the 
protests Our work nearest to this attempt, with specific focus on civil society.



The Problem

• Government acquires some land for development 
(for industry, infrastructure, mining)

• Decides to pay a compensation c per unit of land

• Each land loser loses one unit of land

• Size of land losers normalized to unity



The Problem (Continued)

• Some land losers give their land willingly and 
the remaining are dissatisfied

• Let 𝜃 be the number of dissatisfied land-
losers, henceforth simply called land losers

• 𝜃 falls as compensation increases

• Also, 𝜃 is subject to a random shock 
(uncertainty due to subjective valuation of 
land, non-farm employment opportunities 
etc.) 



Land Losers and Compensation

We assume that

• 𝜃 =
1

𝑐
− 𝜔 where 𝜔 is a random shock

• 𝑐 휀 [1, ǁ𝑐], 𝜔 has distribution function F(ω)
with support [0, 𝜔], f > 0, f’ > 0.

• Assume 
1

ǁ𝑐
≥ 𝜔 which ensures 𝜃휀[ ෨𝜃, 1] where 

1 > ෨𝜃 =
1

ǁ𝑐
− 𝜔 ≥ 0



Civil Society and Protest

• There are 𝜇 civil society members

• Each member of the civil society cares for 
justice and democracy

• A civil society member protests if she thinks 
number of land losers has exceeded a certain 
threshold

• A land loser protests if he perceives that a 
sufficiently large number of civil society 
members and other land losers are protesting  



Signals, Protests and Project Failure   

• Agents, both civil society members and land losers, 
observe 𝜃 with a noise.

• Each agent observes a signal s 휀 𝜃 − 𝜖, 𝜃 + 𝜖 , 𝜖 >
0

• 𝑠 is distributed uniformly over its support

• An agent chooses his action (protest or not protest) 
on the basis of the signal he receives

• If total number of protestors exceeds a pre-specified 
number 𝛾, the project is abandoned



Sequence of Events

• Government acquires land by paying c. c is chosen to 
maximize the probability of success of the project less 
cost of compensation 

• The random variables ω, θ are realized and s is 
observed by the agents. 

• A civil society member protests if E(θ|s)≥ 
• A land loser gets a (political) gain by protesting when 

the project is abandoned. He also incurs a cost if he 
protests.

• A land loser protests if his expected gain is at least 
equal to his cost.

• Project fails iff the number of protestors ≥ 







Computation of Equilibrium

1. Compute the size of protest from civil society
2. A land loser starts with an arbitrary belief s;̃ 

each dissatisfied land loser believes if every 
other dissatisfied land loser observes a signal ≥ 
s,̃ then he will protest

3. Calculate the best response ŝ to s:̃ given belief s,̃ 
each land loser protests if he observes a signal ≥ 
ŝ

4. Putting ŝ = s̃ = s* we calculate the probability of 
failure 

5. Then we calculate the Government’s choice of c



Civil Society

• Intrinsic motivation for justice and democracy

• μ: size of civil society (exogenous)

• Condition of protest: 

• Size of protest from civil society for any θ:
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Land-losers
• Dissatisfied land-losers start with a belief   

• Perceives total land-losers protesting is

• Industrialization abandoned if 

• Suppose equality holds at 𝜃 =

• For any signal s, industrialization will not
happen with probability 
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Land-losers (continued)

• v: individual land-loser’s gain from protest if 
project fails 

• δ: his cost of protest

• 𝛿 < 𝑣

• He is indifferent between protest and not 
protest at signal ෝ𝑠 where 

•
1

2𝜖
Ƹ𝑠 + 𝜖 − 𝜃 𝑣 = 𝛿

• Hence                                     is the best 
response to ǁ𝑠
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Equilibrium

• Equilibrium is obtained by putting ǁ𝑠 = Ƹ𝑠 = 𝑠∗

• The equilibrium value of 𝜃 corresponding to 𝑠∗ is 
denoted by

• 𝜃∗ =
2𝛾𝜖+ 𝜇(ഥ𝜃−𝜖)

𝜇+2𝜖(1−
𝛿

𝑣
)

• Probability of success = P(𝜃 ≤ 𝜃∗)

• 𝜃∗ is the crucial variable in this model 
determining the chances of success of the project



Observations

1. When 𝜖 → 0, 𝜃∗ → ҧ𝜃. For a noiseless 
economy development is completely 
determined by the standard set by civil 
society.

2. Sign of 
𝜕𝜃∗

𝜕𝜇
= Sign of [ ҧ𝜃 − 𝜖 1 −

𝛿

𝑣
− γ]. If 

𝛾 > ҧ𝜃, that is, number of protesters required 
to dislodge the project > number of land-
losers inducing civil society to protest, an 
expansion of civil society reduces the chance 
of development.



Observations (continued)

3. For 𝜃∗ ≥ 1, Prob (𝜃 ≤ 𝜃∗) = 1, for 𝜃∗ ≤ ෩𝜃,
Prob (𝜃 ≤ 𝜃∗) = 0. 

4. Sign of 
𝜕𝜃∗

𝜕𝜖
= Sign of 𝛾 −

𝜇

2
− 1 −

𝛿

𝑣
ҧ𝜃

which is < 0 if 𝜇 and ഥ𝜃 are sufficiently large. If so, 
an increase in noise reduces the chance of 
success of the development project 



Government’s Choice

• Government’s problem is to choose c to

max [P 𝜃 ≤ 𝜃∗ − 𝑅 𝑐 ], 𝑅′ > 0

We have 𝑃(𝜃 ≤ 𝜃∗) = 1 − 𝐹(
1

𝑐
− 𝜃∗)

First Order Condition:  
1

𝑐2
𝑓(

1

𝑐
− 𝜃∗) = 𝑅′(𝑐)

Proposition An exogenous rise in 𝜃∗ leads to fall 
in compensation and a rise in the probability of 
success of the project in equilibrium. 



Political Competition

• In a democracy, two political parties, Incumbent and 
Opposition engage in political activity like campaigning etc

• Opposition wants to maximize the protest so that the 
Incumbent fails to implement the project and 
dissatisfaction against this Incumbent can grow from such 
failures 

• Incumbent wants to implement the project and campaigns 
for its success claiming credit for development 

• Opposition wants to exaggerate the number of unwilling 
land losers in its campaign to invite more protesters against 
the Govt.’s project

• Incumbent wants to under-report the number of land 
losers to resist more protesters joining against the Govt.



Political Competition: Framework

• α: Level of political activity by the Incumbent
• β: Level of political activity by the Opposition 
• cI (α): Cost of indulging in the political activity by the 

Incumbent
• cO (β): Cost of indulging in the political activity by the 

Opposition
• Assume α ≥ 1, β ≥ 1, and for any level of political 

activity say x, cI‘(x)= cO‘(x)
• An agent (civil society or land-loser) receives the signal 

s which now belongs to the interval [θ-αε, θ+βε] with 
α ≥ 1, β ≥ 1



Sequence of Events

• Government chooses c and αand by paying c acquires land. Its objective is to 
maximize the probability of success of the project P(θ≤θ*) - R(c) - cI(α) with 
respect to c and α. 

• Simultaneously, β is chosen by the Opposition which maximizes P(θ>θ*) - cO(β)
• 𝜔 is realized.
• θis realized.
• θ is observed with noise ε. Each land loser and civil society member receives a 

signal s  about θ which can now be affected by the political activities of the 
incumbent and the opposition respectively . So s is observed with ε where s is 
uniformly distributed on its support [θ-αε, θ+βε].

• A member of the civil society protests if E(θ|s) ≥
• A representative land loser protests if he infers from his received signal that a 

sufficiently large number of civil society members and other land losers are also 
protesting. 

• If the total size of protesters is at least as large as some exogenously given size       
then the project is abandoned. 





Political Equilibrium
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Incumbent and Opposition’s Problem
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Effect of Political Competition

• Political competition increases noise

• An increase in noise increases (decreases) 𝜃∗ if 
size of civil society is small (large).

• If size of civil society is small, the incumbent 
engages in propaganda, but opposition remains 
passive (𝛼 > 1, 𝛽 = 1)

• If size of civil society is large, the opposition 
engages in propaganda, but incumbent remains 
passive (𝛼 = 1, 𝛽 > 1)

• Hence civil society and political opposition are 
complementary



Summary and Future Work
• We develop an economic theory of civil society affecting land-intensive 

development in a noisy society.

Results:

• In a noiseless society, civil society is the sole determinant of development. 
Responsible civil society enhances industrialization of the economy.

• A noisy economy with large size of civil society reduces chances of 
development.

• In a politically noisy society, civil society and opposition play 
complimentary roles.

Future research: 

• Strategic behaviour of the civil society

• Empirical support for the model
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