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Abstract
We extend the literature on interest group behasiodl economic policy outcomes by
examining how groups with limited resources (votmsd campaign contributions)
effectively influence political action through tlgentrol of information provided to voters
through the media. Voters in turn lobby politicidnstake actions desired by the group. In
this manner interest groups can secure favorablergment actions to a degree far beyond
what their size and wealth might otherwise sugges is a valuable contribution because
of the increased role of the media in the infororatage and because this linkage better
explains observed government policies. We devalapulti-principal, multi-task model of
interest group behavior and generate the charatbsriof interest groups who would be
most successful using the media to secure theicypobjectives. We apply the model to
the Landless Peasants’ Movement (MST) in Brazil. il how the MST manipulates
information released to the media; we show the iggneter response; and we examine the
reaction of politicians in changing the timing amature of policy.
. Introduction.

In this paper we examine how certain interest gsouph limited resources (votes
and campaign contributions) nevertheless effegtivgluence political policy through the
control of information provided to voters througie tmedia. We model the characteristics
of interest groups who can most effectively utilire media to influence policy. Three
important characteristics emerge: 1) the interestig has low costs (generally labor) of
influencing policy; 2) the efforts of the interegbup are salient for influencing voters; and
3) voters care about the interest group’s demanddadbby politicians to take action. In
this manner such interest groups can secure falogalvernment policies to a degree far
beyond what their size and wealth might otherwigggsst. This is a valuable contribution
because of the increased role of the media innleemation age and because this linkage
better explains observed government policies.

There is a large literature on the role of integgsups in lobbying politicians for

preferential subsidies, tax exemptions, and otfaeisters, and it generally argues that

cohesive, articulate, wealthy, voting groups arettikely to be successful in competitive



lobby efforts (Peltzman, 1976; Ornstein and EId&78; Becker, 1983; Rothenberg, 1992,
1-5; Grossman and Helpman, 1996, 77; 2002, 2-3, #Agre is a related literature that
examines the actions of these interest groupsaasmitters of information (Austen-Smith,
1999; Grossman and Helpman, 2001, 2002, 2-3; amdWiaden, 1999 and 2003 for
surveys). The flow of information is primarily frothe interest group to politicians to
directly mold their actions and to mobilize votapport through political endorsements.
The media as a conduit for information from intégg®ups to politicians and to
general, uninformed voters is discussed by Bar88412003). In his framework, political
candidates chose among both particularistic anldatole policies to maximize campaign
contributions, generate favorable electoral edooatia the media, and generate voter
support. Baron (2005) continues this approachdaynéning the actions of competing
interests (industry and “activists”) to influenceltic sentiment on environmental policies
through the media. There is little discussion, heaveon the characteristics of the interest
groups involved and why they might have particaldvantages or disadvantages in the use
of the media. Relative labor costs appear to bertapt. Rothenberg (1992, 11-43, 251)
examines the role of organized activists (Commouns€p who despite their limited
numbers, use relatively lower-cost, “volunteerffdaalong with campaign funds and
media clout to promote desired legislation. Breamd Libecap (2008) similarly model
activist environmental groups as having below miankages that provide advantages in
settlement/trial negotiations over resource allocadnd use with adversaries who do not

have such cost benefits.

! see McKelvey and Ordeshook (1985), Lupia (1998)cording to Reuben (2002), “Most of the
information literature has concentrated on therimfation transmission between the interest groupthed
policymaker. It has neglected to look into the infation flow among and within the interest grougisdme
exceptions are Grossman and Helpman (1999, 20@1fameron and Jung (1995).



We contribute to the literature on this issue byenmarefully defining the
characteristics of interest groups that successiitlluence government policy while
lacking campaign contributions and voting powere #s0 show more precisely how the
media is used by those groups and present measutesr impact on government officials
in affecting the timing and nature of policy. laracase, an otherwise poor, generally non-
voting group has both relatively-lower labor castéobbying through the media and a
broadly-attractive agenda that increases its lolgpproductivity. By manipulating the
information released to the press, the group dait geéneral voter support for its policies,
even though the benefits are narrowly directedthadyroup has far-fewer resources than
do opposing interests. Because voters have linmfedmation about government efforts,
the group can emphasize policy failures in ordegeoerate political support for more
action. Politicians in turn respond with policigsille to voters, although they may or may
not be effective.

As an illustration of our model we focus on the ti®ss Peasants Movement
(Movimento Sem-Terjar MST and its efforts to influence domestic laetbrm policy in
Brazil. As we describe the MST represents a coatpaly small and poor sector of the
Brazilian electorate, yet it has been remarkabigotiive in promoting its agenda. Although
we direct attention to the MST in Brazil, our ars$ycan be generalized to interest group
use of the media in other democradied/e examine Brazil because it has land distrilutio
problems similar to those facing other Latin Amanisocieties and because its interest

group politics are comparable to those found elsseh

% Tetlock and Oppenheimer (2008) argue that envimrtaiists were able to create a “taboo” amongsrgot
concerning any drilling in the Arctic National Wiifé Refuge (ANWR).



We analyze the politics of land reform in Brazildhgh a model with a unitary
government, the President or execufiviéhe framework takes into consideration the
constraints faced by the President in determinmg many resources to devote to interest
group demands. Although there are well-organinesglthy constituents, (large property
owners), who oppose land reform, we show how th& & cessfully counters through
the media by changing voter perceptions aboutxbeneof government land reforms.

In general, urban voters support rural land refdyat,because it does not directly
affect them, they have little incentive to deterenmhether or not the government’s claims
of action are consistent with actual resource alioo. Indeed as we show, despite broad
voter backing, prior to the mid 1990s and the oSBIST as an interest group, there was
little progress on land reform. Entrenched opposifrom property owners and the
inability of voters to monitor government policiessulted in claims of action with little
practical result. After 1993, however, the pattelnanged and we analyze how this
occurred through the manipulation of informationtbg MST.

Our model captures three important aspects ofdlaionships among interest
groups, the electorate, and the government: iltbeal hazard that arises from information
asymmetries in the relationship between interestige and policy makers; ii) the existence
of multi-ple groups simultaneously pressuring tbgegnment for competing policies; and
iii) the possibility that some groups may changeitifformation available to voters about
policy outcomes and thereby indirectly shift theiiélgrium level of government effort.
From this model we derive the characteristics oihégrest group that would lead it to rely

on the media to influence voters rather than teatlly lobby politicians through

% We use a unitary government because it is refleaf the Brazilian setting, but it also is simitar
Parliamentary democracies.



contributions and votes. In Section IV we argud tha MST matches those characteristics
and provide evidence that its actions have incckatetoral pressure on the government
for land reform.

Il. A Multi-principal, Multi-task Model of Interest Group Behavior.*

In this section we present the multi-principal, tatdsk model of interest group
pressure specifically applied to the case of lafdrm in Brazil. In the appendix the more
general model fon+1 groups ( interest groups plus voters) is presented andean
referred to for details not shown in the more stig@ed presentation in the text. The agent
in the model for simplicity and better link to thepirical case is a unitary government
(executive) who is in charge of creating and pwsith policies including land reform.
There are three principals whom we denote with mgogtsm, |, andv, for MST,
landowners and voters, respectively.

Each principal is interested in a specific politgsk) and would like to see the
government satisfy their preferences. The taskglgdawy each principal are denoted with
the following subscriptss for a policy of expropriation of private land aagkation of
settlement projects defended by the MBTor the (non-) reform polices sought by
landowners; and for the reform policies sought by votér&iven the limits on the agent’s

time and resources, effort expended on one tasicesathe level of effort that can be

allocated to another. The vector of governmentreféaward land reform ig'= ‘tp t, t

s|?

where the prime denotes a transpose.

* This model is based on that by Dixit (1996, pg-151), which is a combination of the multi-task rabdf
Holmstrom and Milgrom (1991) and the multi-prindipaodel of Bernheim and Whinston (1986).

® Note that the land reform policies desired byvbters can be the same as those pursued by the M8
next sections we will provide more information de hature of each groups’ preferences.



In general the principals do not observe the leveiffort placed by the government
in each task, instead they only observe the outaairtigat effort. The vector of outcomes is

modeled ax =t + g or:

XP tP gP
Xq| = [tq] €4 (1)
X| |t |€

S S S

wheree~N(0,22) and2 is the covariance matrix of the random noise Wéeia 2 is a 3x3
matrix with principal diagonadu;, i=1, 2, 3, and zeros elsewhere. The larger theevaf w;
the more difficult it is for the principals to inféhe level of effort; from the observation of
the outcome;.

Principali benefits from policy outcomes according to thedfigfiunctionsb; that
can be written as:

Xp

X, =b'"'x (2)
X

benefit to principal = ‘b'p by, b.

Following Dixit (1996) the cost to the governmehtloecting effort to all the tasks

is modeled as the following quadratic function:

1 CPP Cpq CPS
Et'Ct whereC=|c,, C, Cq (3)
c, C, C

s Csq  Css
where the matrixC is assumed positive definite. If the off-diagoreahts are positive there
will be substitution amongst types of effort, sattan increase i will imply a decrease in
t;, and vice-versa. If these terms are negativeyghestof effort will be complementary.

In the appendix we present the detailed derivaticihe general model. Here we

discuss only the main steps of the model so asdasfon the results. The derivation is



done in four steps, starting with a first-best benark and adding additional elements in
each step; (i) asymmetric information, (ii) multegprincipals and (iii) information
manipulation. We will present and discuss the oglityrconditions for each of these steps.

The benchmark case is one where the principalsebsee levels of effort chosen
by politicians and additionally are able to actpetively. As shown in the appendix, the
optimal level of effort in this scenario is obtaihiey maximizing the sum of the agent’s and
the principals’ net benefit from their interactionthe policymaking process. This yields
the first-order conditiot — Ct = 0, so that the first best level of effort is:

t=C'b (4)
whereC is the inverse of th€ matrix. This result simply states that the marbaust of
effort in each task equals the marginal beneféltparties.

The second step is to relax the assumption of whbkr effort. In this situation
contracts between the principals and politicianstbeé made contingent anoutcomes)
and no longer oh(effort). As shown in the appendix, a linear rewsetieme is used to
stipulate the government’s pay-offs given outcomeBhat is, given the observed
outcomes, the united principals provide politicians pol#icupport in terms of votes and
contributions that has a monetary equivalent etjuaix + g, where theas are the value of
the marginal support given by the principals togrowment effort an@ is a fixed payment
that can be adjusted to assure the agent’s resmrvdtlity is at least matched. In this
scenario the first-order conditions are:

t=Cla (5)



Comparison of (4) and (5) shows that the additibasymmetric information leads
to a substitution ofr for b in those equations. In the appendix it is shovat the
relationship betweearandb is:

b=(l+rCQa (6)
wherel is an identity matrix andis the coefficient of risk aversion of the goversmnh
Given that (i) all elements & are positive (assuming outweighing substitutabdinongst
tasks); (ii) the elements @ are positive, because they are variances; (gppthare
positive, because the united principals will nontaegative effort, it must be thiat>
wherej=p, q, s

Accordingly, the government optimally chooses lefésrt when effort is not
observable than in the first-best situation where. iThis is the standard second-best story
where, as a result of moral hazard arising frorarimfation asymmetries, less effort is
directed to each task. In other words, the incestin the case of asymmetric information
are more low-powered than in the full-informatiaase, due to the fact that in the second-
best case there is a sharing of risk between theipals and legislators.

The third step is to allow non-cooperative behagimong the principals. This
involves finding the Nash equilibrium of the gamieere each principal provides his own

incentives to the agent and strategically takes @&gtount the actions of the other
principals. Now each principéb incentive scheme for tagks a'ijxj +,8} for j=p, q, sand
i=l, v, m, while the total for each principal 'ai’x+,3. In the appendix we show that the
expression for the total benefit arising from thasN equilibrium, adding the benefit of all
individual principals, is:

b=a+ 3rQCa (7)



This equation can be compared to equation (6)taotlad benefit that resulted when
principals were able to act cooperativeRRemembering that whem=b and the first-best
solution is achieved, we can see that with non-ecaaipr/e principals a situation is reached
that is even further from first-best than with uedf principals, since is now multi-plied
by the number of principals. The situation is there a third-best, characterized by
apparent inefficiencies and low-powered incentivedact the inefficiencies are simply a
direct consequence of the multi-principal multikkasture of the problem.

To take the final step in modeling land reform podi in Brazil, suppose now that
each of the three principals can influence polioyanly through direct incentives
(contributions, votes) represented dybut also by affecting the level of information
available concerning the government’s efforts iohei@sk, that is, by affectingp, ayqand
ks The problem faced by each group then become®tiusciding not only the optimal

level of aij to allocate for each tagkbut also how much effort it will place towards

affecting the information available to all parti@nd especially voters) regarding each of
the tasks. Let this effort by each interest grufy v, mto influence the information

concerning efforts in each task bie:‘eip e e

When deciding on the optimal level @fthe interest group will take two factors into
account. The first is that effort is costly, whéne cost of that effort is represented by the
cost functionG'(¢). The second is the fact that all other groups alsy expend efforts to
affect information availability, so that the sobrtiwill be a Nash equilibrium. Let' be the

vector of effort of all interest groups other thatft is shown in the appendix that interest

® In the more general caserofl principals this equation is= a +( n+1)r(Ca.



groupi’s problem is now to maximize the following objeetifunction with respect td

and€ takinga ™ ande” as given:
b'Cla —ra* ', & )d —%d (Ct+ (e, &) - G 9 ®

The change compared to the previous objective imes the cost function at the
end and the fact that the matrix of variances 8 adunction of the level of effort by each
principal to influence information. The first ordewnditions for the maximization of (8) in

extended form are:

bl =a¢ +rcwa, +re w, a, +rc W, a, (9)
i —
b, =a, +rc,wa, +rc,w, a, +rc,w,a, (10)
i —
bq = 0y FICUA + ICoply@, + ICoqy (11)
~raaial - ra(a) =G, (12)
vrd iy L] i\2 — i
ra,a'a, Era)pp(ap) —Gep (13)
v iy 1 V2 — (i
raag'a, ) ra,(ay)” = G, (24)

The first order conditions (9), (10) and (11) defat*, the optimal incentives by
principali for each task. These equations show, as beforethi@rincipal will offer a
third-best level of incentive for each task du¢hi® information asymmetries and the
existence of other principals who are also progdircentives to the government.

The first order conditions (12), (13) and (14) def*, the optimal level of effort
that principal will place towards affecting information availabilon each of the+1
tasks. The two terms on the left of each equatidhat system show how much the

marginal effort increases or reduces the wedgedmstthe first-best situatidh= @ and
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the third-best situation' =d + r CQa. Those two terms are therefore the marginal benefi
from efforte, whereas the terr®! is the marginal cost.

It is possible to perform comparative statics da ystem to see what happens to
optimal incentives for political action with a clggnin the level of information available.
The direction of change depends on all parametdtseanodel. Intuitively, each principal
will alter the incentives provided the executive dogiven task when more information
becomes available regarding the government’s efftvdse who benefit from that task will
seek to provide additional incentives now that thaye a better notion of what they are
receiving from politicians in exchange. Those wippase the task will provide fewer
negative incentives because the returns from opposire reduced. These reactions may
be reversed, however, depending of the relativeegabf the cost and benefit functiofs,
andb'. Whatever the case, each interest group can gitatly calculate how much and in
which direction to affect information so as to puests policy preferences.

Implications from the model for interest groupsbate of instrument

In order to illustrate the implications of the mbtte land reform policy in Brazil,
assume that the government’s main constraint ae¥vso that value af’, the support (or
opposition) given by the voters, is the largest pathe total support received by the

government for all the tasks in this policy isstiake from (9) the expression that

definesa; , the optimal level of incentives that the voteil affer politicians for an

additional unit of effort on land reform policy:

b! = @) + (fCQa), (15)

"Where (CQa) is thej™ element of this 3 x 1 vector. Note that the vdtdesired policyqy is the same as the
MST’s desired polic.

11



Because the MST is interested in tgsk would gain if the voters increased their

incentives to politicians for that task. At a giviemnel of information availability, that is a

given @, the voters will be offeringr; *, which is less than the first best levgl, the

difference between them beimg:(Qa)q.8 Because voters support tagk, (an exogenous

parameter) will be positive. Therefore the MST banefit by allocating effort towards
reducingayq in 2, that is the noise in the voter’s information abitwe government’s
efforts, so as to diminish the ternti:(Qa')q.9 Greater incentives lead to more resources
devoted by the government to land reform, thus t@mgethe MST. How much effort the
MST will choose to apply towards pursuing this Heéng determined by the first order
conditions in (12), (13) and (14), which show tharginal gains and marginal costs of an
additional unit of effort to influence voter infoation.

The model in its general form has each principabiging incentivesd for each
n+1 tasks and affecting information on each task thhe! In addition each principal is
aware that the others will also act this way alkeésahat into account when making his
decisions. The final effect on government effont] @onsequently on outcomes, thus
depends on the net result of these simultaneouasgor

In practice we would not expect all interest grotgpbe able to influence
information on each task, but rather that eachgreould have a comparative advantage in

influencing particular policies. That is, in reg@ipdications we would expect that the

8 Note that if there were no risk aversion(, or if there were no information asymmetri€ss 0, then
rCQa would equal a null vector and the first-best leseincentives would be offered.

° More generally, affecting information may entather increasingy (obfuscation) or reducing it (making
truthful information available), depending on thgns of the elements i andC sincer and 2 are always
positive. Note thatrincludes the incentive of each principal for etadk, which are endogenously
determined, an@ includes parameters that are negative if anottslris a complement to tagknd positive
if a substitute. Interest groupwill assess all this information and either obatscor provide more

information so as to lead the voters to providégadr level ofa"j’ *,

12



optimal incentives provided by each principal omsoof the tasks, as well as the optimal
effort expended to influence information, woulddmener solutions and equal zero. The
reason for this is that it is typically not easy &m interest group to be able to affect the
level of information, either to make things moransparent or to obfuscate. Doing so often
requires special characteristics of the interestigithat are costly to acquire, and indeed,
may not be readily purchased or emulated. In saases; for example, it may be credibility
that leads voters to believe the interest groulaisns about the actions of government.
Accordingly, whether an interest group will be segsful in pursuing its policy
interests through the manipulation of informati@pends on the characteristics of the
interest group and the policy that it is pursuiByg.isolating some of the elements in the
first order conditions (10), (11) and (12) we caalsize three such characteristics of an

interest group:

i) The higher the marginal cost of influencing infotrom, G‘ej , the lower will be

the optimal level of such effort chosen by thatugr@eteris paribusif the marginal cost is
sufficiently high, then it may be above the margimenefit for all positive level of effort,

so that the group will not try to influence infortien on that task. The fact that some
interest groups pursue their objectives throughrdmurtions, rather than through
information control may be due to the relative sastinfluencing the information flow to
urban voters. In particular some interest groupyg have relative advantages in lower labor
costs and therefore be better able to influencenfleemation flow regarding government

policy efforts to voters.

13



w. (e ,e’ . -
i) The derivative% can be interpreted as the productivity of effortam
j

interest group to control information provided tters. The more an additional unit of
effort changesy;, the more productive the group and the more infteat will have over
policy for each dollar spent in effort. Low prodwdty for some groups may be due to their
lack of credibility among voters. Accordingly inést groups that work through the
information channel will tend to have reputatiovagtages and effective means of gaining
attention.

iii) The ability of an interest group to affect polieydugh information depends on
the preferences of att-1 principals (b). If voters care strongly about a given policyher
favorably or in opposition, then changes in theslef information they receive can have
important impacts on the government’s effort Iefeelthat policy'® If they are closer to
indifference however, then pursuing that task jencing information will be less
fruitful ceteris paribuseven for a group well endowed with the other ahgaristics.

We apply this model and the characteristics ofrégiegroups generated from it to
analyze the actions of the MST in promoting larfdnmra in Brazil through use of the media
to generate voter suppdtt.

[ll. Background: Land Reform in Brazil.

Before examining the implications of the modelsitiseful to provide some

background information on the nature of land refamrBrazil and the role of interest

groups in affecting the extent and patterns ofrraf@razil has long had one of the most

9We argue later that the public “cares” about tr@lless. The same holds for the environment, espeffi
the costs to voters appear to be low.

1 The case examined here would be similar to otkemeles where voters desire broad public goods
(general environmental quality for instance) butenkittle information as to what government is dapto
provide them.
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concentrated land ownership structures in the wéygproximately 45percent of the
agricultural land is held by the largest 1percdriaom owners, and large tracts of this land
are not used. The Gini coefficient of 0.85 in 198% the 8 highest in the world, only
behind countries like Panama, Barbados, and Gua®/BN, 2004)*2 In terms of the size
of the population affected it is certainly among thost problematic cases with more than
4 million landless peasants estimatéd,contingent bigger than the entire population of
some of those countries (Panama — 3 million, Bayba€d0.265 million, Guam — 0.166
million).

Concentrated land holdings grew out of the Brazitalonial experience, and since
the 19" century there have been repeated efforts by thizatejovernment to “substitute
small holdings for latifundia” [Dean, 1971:624].1838 the federal government created the
Land and Settlement Division that focused mostlyltributing public land. In 1946 the
Constitution introduced the notion of expropriatmima private farm if it were not fulfilling
its “social function,” allowing latifundia to be propriated. After the military coup of
1964, the government viewed land reform as keyxtmemic development, and with return
of civilian rule further attempts were made, andeed, every new government had a
special land reform program with ambitious goak fieatured prominently in party
platforms and election campaigns.

But little of consequence happened. The Gini coedfit barely budged. In 1960 it

was 0.842; in 1978, and 1998, 0.843. Very largm$anf over 1,000 hectares also

12 The ten highest Gini coefficients in the FAO datagww.fao.org/es/edsare Barbados (0.94, 1989 data),
Paraguay (0.93, 1991), Guam (0.88, 1987), Viriglarids (0.87, 1987), Panama (0.87, 1990), Bahamas
(0.87, 1994), Peru (0.86, 1994), Spain (0.86, 19B8zil (0.85, 1985), Argentina (0.83, 1988).

3 This is the estimate typically given by the Larsdl®easants Movement. The Lula government's lloNati
Plan for Agrarian Reform (Ministério do Desenvol@nto Agréario, 2004) puts the demand for land refatm
3.1 million, or 5 million if one counts those whave land but in an insufficient amount. The Food an
Agriculture Organization estimated the demand d&odireform in Brazil at 2.5 million families in timaid-
nineties (Romeiro et. al. 1994).

15



continued to dominate land holdings. In 1940 1.&pet of the farms held 48.3percent of
farmland; in 1960 1.0percent held 44.1percent;iark®80 0.9percent held 45.1percent,
and in 1996 1.1percent held 45.1percént.

Despite this lack of action, the general electora® long been sympathetic to the
notion of land reform, a natural reaction giventsaalient inequality® This broad
constituency for land reform, however, is unorgadizheterogeneous and has only limited
information regarding how much land reform is betagried out. Rural property owners
have steadfastly opposeditHistorically, they were well organized and provddsipport
to politicians through contributions and votes. {inere represented by several
organizations, such as the Brazilian Rural Sodi®tciedade Brasileira Rurpand
especially by a large group of Congressmen fronouarparties, known as the ‘rural
bench’ pancada rurd), that united to promote the interests of land essrand agricultural
producers. As a result until after 1993, the patteas for politicians to call for aggressive
land reform during electoral campaigns, and felelito be implemented once the election
was over. So long as large landowners could defiwae support than could landless
peasants, and so long as voters had little infoomain the actual state of land reform,
politicians devoted few resources to it.

The pattern began to change when the MST (orgamz#€85) took advantage of
the new Constitution of 1988 that mandated therfddgvernment expropriate and

redistribute unproductive properties. Enabling cementary legislation was passed in

14 Gini coefficients presented here are from Inc@0@ which tries to deal with several of the
methodological difficulties in the calculation diis index.

!5 Evidence to back this statement will be given éut®n Il

16 See Mueller (1998) for an incidence analysis oitkvigroups were affected by land reform and
econometric measurement of their effect on landrnefpolicy.
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199317 By the mid 1990s, the MST had honed its stratéggvading unproductive
properties with elaborate press coverage to demaiaghe plight of the landless poor. This
new public relations effort galvanized voters apdrsed the government to act on land
reform!® As the numbers of invasions multi-plied, urbanevetwere continually reminded
of the task at hand, and land reform moved to dneffont of political debate with real
resources devoted to it. The MST has become redas one of the most successful
grassroots movements in the world and is frequdrelgt as a model of interest group
effectiveness even though it lacks direct votingi@oand funds to contribute to
politicians™®

In our earlier papers (Alston, Libecap and Muell®899a, 1999b, 2000) we
described how MST invasions generated negativei@uyblor politicians, stimulated broad
sympathy toward the landless, and led to furtheaisions. We were interested in
explaining the pattern of invasions and modeledegawient intervention as exogenous.
Here, however, we seek to explain the level of gavent action in land reform by
endogenizing government activity through media caigns directed by the MST.

This effort is through the multi-principal, mulgk principal-agent model
developed above where the government faces prefsemeseveral interest groups and the
electorate to pursue several different policy oloyes. Each interest group exerts pressure
by providing the government with votes (politicapport or opposition), contributions, or

by affecting the information asymmetries faced bynderest groups and the voters

17 Although the Land Statute of 1964 already provithesllegal basis for expropriations, the new Couistin
broadened the scope for the use of this instrunmesudle it easier to use and, most importantly, séghtne
disposition of government and society that landnmefshould be pursued with high priority.

'8 For the history of the MST and an analysis ofrteganization, thinking and impact see Wright and
Wolford (2003).

9 Noam Chomsky was cited by the Economist (2004)ating that the MST “...is the most exciting popular
movement in the world today.”
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concerning the government’s true level of effortemch policy. In our model, the choice of
which channels of influence to pursue depends oh gderest groups’ comparative
advantage with each of these instruments. We dlgehe MST has characteristics that
make it particularly effective at influencing pafiby increasing the electorate’s awareness
of what the government is actually doing to impletiand reform.
IV. The Informational Role of the MST via Manipulation of the Media

In order to understand the impact of the landlessant movement it is useful to
explore the implications of the model to land refgrolitics in Brazil with and without the
MST. This allows us to capture the period before after the group became active
throughout the country.

In the pre-MST period the model has as princigalsdowners and urban voters.
The landless peasants and rural workers couldb&ssmnsidered principals, but because
they lacked organization they had little powerffe@ government policy. The “task” for
landowners was to either block expropriation @ame land reform were to occur, to lobby
for additional action that benefited them as wallch as government credit and other
subsidies. Both of these policies would have redube resources available for actual land
reform. The second group, urban voters, sympathigtrdiand reforn?° Voters often

mistakenly viewed land reform as costless to thaththe country® Although urban voters

% Several public opinion polls have been conductest ime to gauge society’s position towards land
reform. Almeida (1998) reviews eight opinion pdism 1962 to 1998, thus covering a large spaniad la
reform history, and shows that there has consigteetn broad support towards land reform. Thedis po
were undertaken under very different methodologie samples, but all overwhelmingly reflect the that
Brazilian society has consistently viewed land mefdavorably. In 1998, for example, a poll condachsy
IBOPE revealed that 80percent of those interviewerk “in favor of land reform.” Below we provide
econometric evidence that voters react to the tafam efforts of the president.

L Expropriation for the purpose of land reform iraBit is, by constitutional mandate, compensatethat
value, though much of it in Titles of the AgrariBebt, so that there are high costs for obtaining las well
as the expenditures to settle and maintain thefiogarg families. In 2004 the budget for INCRA, tfederal
land reform agency, was R$ 2.5 billion (approxirhatéS$ 833 million) though in the end 5.98percehthis
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supported land reform, it was not a central prepatian. They naturally were more
concerned about issues that affected them moretlgitich as unemployment, inflation,
health and crime. Consequently, they were ratigrally imperfectly informed about what
the government was accomplishing in land refornfoBethe MST became active, voter
information on land reform was essentially whatgbgernment reported. The equilibrium
resulting from this situation was one where theegnment announced land reform
programs without implementing them.

This equilibrium changed once the MST appeared.M8& was a well-organized
interest group with a comparative advantage iruaricing the information received by
voters through sensational, highly-publicized mexliants: Farm occupations, marches,
invasions of governmental offices, roadblocks, accuisations that the government was
stalling? Through these actions voters revised their viegsrding the government’s
commitment toward land reform and increased thelitipal pressure for more action.

In this new scenario the equilibrium level of gavaent effort for the land reform
‘task’ is greater than in the pre-MST scenario. Télationship between MST invasions and
occupations and concrete government actions tolaadireform (families settled on
expropriated large farms and government resoureesteld to land distribution) is
illustrated by the data in Graphs 1 and 2. Thewsthatcirca 1993 the MST became more

active, increasing the number of invasions and patons of private farms (Graph 1). This

was frozen by the central government to contritboneards primary surplus targets. In 2004 81,254ilfasn
are claimed by the government to have been settled.
2 Indeed, the MST arose because of frustration thitHack of progress on land reform.
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resulted in greater budgets for land reform (Grapthich in turn led to greater numbers
of settled families of landless peasants (Grapf'1).
Graphs 1 and 2, Table 1 here

Granger causality tests show that occupationdesetht and expenditures of land
reform are in fact causally related (see Tableil) @ranger causation found between each
pair of these variabled.That occupation leads to settlement indicatestteaMST’s
strategy of occupation is effective. That expendsguead to more occupations is the point
we made in Alston, Libecap and Mueller (1999a a@@02 showing that governmental
effort to solve land conflicts through increasetllesment can provide incentives for more
invasions. That both settlement and occupationecgteater expenditures is consistent
with the argument in this paper: activity by the M@&aws attention to the government’s
performance on land reform and leads to a higheitieum level of effort/expenditures.

Graph 3 here

To further illustrate this process, consider theation regarding land reform after
the election of President Lula in late 2002 as showGraph 3. The President and his party
stressed land reform, but to avoid past inactian tbilowed elections and that seemed to

be occurring in 2003, MST's leaders announcedithApril 2004 the movement would

% Heredia et al. (2002) find that in a large san§fipercent of land reform settlement projects eméuaga
some form of conflict rather than government intitie. They also show that although there are s¢othar
groups, the MST is by far the most active. The dropccupations and settlements after 1999 can be
attributed to several factors. By that time so mamilies had been settled that the MST’s main $oshifted
to pressuring the government to make good on @dgds of credit to those families rather than olngi
more land for new families. This is important foetMST as it receives 1-4percent of all the crpdbivided
to settled families. Also, in 1999 the economy pdshirough a severe crisis involving a large deatédn of
thereal. In the following years the government succesgfuéalt with this crisis by pursuing strict fiscal
restraint (Alston, Melo, Mueller and Pereira, 2Q08hich severely constrained the governments lafarm
effort. Finally, in the year before the 2002 presitial election, the MST purposefully reduced thenber of
invasions so as not to harm the electoral charfcesla, who they preferred to the more conservative
candidate.

4 Because the sample is relatively small, 17 yeablservations, these results must be taken with Tée
test were done with three lags and all three viegatvere found to have a unit root.

20



initiate a campaign of occupations that would lemd “Red April.”® This threat of
violence forced the new government to increaspdt® of land reform, expropriating 34
farms in April (Ornaghi, 2004). Its most importaaitect, however, was to make voters
aware that land reform was still not moving forwartle ‘Red Aprils’ were so effective
that they have become an annual tradition, leattirgsurge of MST activity in that month
every year (see Graph 3). These events will beyalament in our empirical test below.
The MST has the characteristics outlined in the ehtitht underlie a comparative
advantage in information control: i) low marginalst of affecting information received by
other groups through the use of low-cost labotigh productivity of effort in affecting
information through creation of media spectacles suggested injustice; iii) extreme
configuration of preferences of other principalsitigularly voters; and iv) favorable cost
relations (complementarities and substitutabiljtiestween its favored task and those of the

other principals.

i) Low marginal cost of affecting informatidits iej ).

It is straightforward that interest groups thatdééw marginal costs of affecting
information will pursue more of that strateggteris paribusThe MST works closely with
the media and maintains a constant flow of newdwagients. The purpose here is to
show that the MST is able to pursue these actibredatively low cost. Before doing so,
however, it is important to note that our arguncires not require that voters approve of

the MST and invasions of private farms. All thattraes is: 1) the MST is continually able

% This is a play of words linking the red of the M8dg, which flies over every camp, and the podisbi
that invasions would result in spilt blood.
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to elicit press coverage; 2) voters approve of la@idrm; and 3) the MST’s actions impart
information to voters on the government's effodwards land reform®

A key factor is that the actions of the MST areextely labor intensive, requiring
large contingents of people to be mobilized fogl@eriods of time. The invasion and
occupation of a farm, and the process of transfogrthhe occupied farm into an official
land reform settlement, are procedures that camgakeral years, during which the
potential beneficiaries go through extreme andlentag physical and emotional stress.

An invasion typically requires the group (gener&@fyto 500 people) to camp out in
neutral territory, such as by the side of a highwaylong periods, often months, awaiting
the right time to act. The camps are traditionablynposed of cheap black plastic and
cardboard tents that have become so much assowidtethe image of landless peasants.
The invasion may go through peacefully or may imealiolent conflict®” The occupied
farm is similarly made up of makeshift tents anihiy conditions are only slightly better
than in the previous camps. After an invasion tla@eeeviction attempts, either by the
landowner with private militia or by police follomg a court order for “reintegration of
possession.” If there is an eviction, the groupegalty will return to a provisional camp to
await the right time to reinvade the same propertstart over on another one.

This cycle can be repeated several times and maarg xan go by before progress

is made. To maintain order the MST imposes stisatigline in its camps, where, for

%6 An opinion poll by Ibope (2006) showed that 56qeert of Brazilians think the MST brings more negati
than positive results to land reform and 53 pert@nk the government should use the police totaiie
MST from evaded farms. When asked who was resplensibthe conflicts, 27 percent chose the
landowners, 27 percent chose the MST and 48 pecbese the federal government. This is also carsist
with our argument that voters correctly perceive gbovernment as responsible for policy outcomeded|to
land reform.

" From 1985 to 2003 there were 13,524 conflictddad in Brazil, most of which involved an invasiand
the subsequent resistance to eviction (Comissaomhda Terra, 2004). The number of conflictsduls
closely the number of occupations in Graph 1.
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example, no alcohol is allowed, settlers can oayé with permission and for limited
periods of time, and all work is done collectivdly.addition there is constant
indoctrination of the settlers on the goals of lagidrm and other political objectives. The
movement has more than 1,000 schools in theiesetthts where they teach their own
curriculum despite being financed by the state (Weig, 20045°

This description shows that the means used by tB& M affect the information
received by other parties on the government’s faform effort involves mobilizing very
large numbers of people and convincing them to tgadextreme hardship for extended
times?® Practically all of the interest group literatuiiece Olson (1965) and Stigler (1971)
has recognized the ability to overcome free-ridebfems and low costs of organization as
key determinants of interest group success. THeyabi the MST to maneuver a large
contingent of people, no matter how grueling, tadior dangerous, is key to the MST’s
success. It is the low labor (opportunity) coslasidless peasants that enables the MST to
control its memberd Most MST members are extremely poor with littlddse and

nowhere to returi® The lack of alternatives makes them more receptivaecept the

%8 Despite the biased content of the education thatdvided in the schools in settlement projectr(Kiarx,
Che Guevara and the Chinese revolution are mapicd) it is nevertheless education and childrer th
otherwise might not have had the chance, learadd and write. In 1995 the MST received a prizenfro
UNICEF in recognition of their work in educatingilcinen.

29 From 1995 to 2002 423,813 families were settle8l, D0 official land reform projects most of whiatose
from MST occupations, Heredeia et al. (2002). Thisber indicates that the MST is quite adept are
recruiting members.

% The use of low-cost, “dedicated” labor in achigvorganizational goals is also illustrated in théams of
environmental groups in the US. These groups afeaive pro bono legal support and the assistaihicsve
wage or volunteer efforts by members. Brewer amtap (2008) argue that this cost advantage vis a v
their antagonists leads environmental groups th fastrial rather than to settle disputes oveurelt
resources. With their cost advantage, environmenmtalps perceive the returns from a trial gredtantthose
of settling. In addition a trial may gather morteation from the media.

*! In this regard Wright and Wolford (2003: 54) ditssettler’s recollection of his days in an MST quation:
“We lost what little we had when we went to the@mpment. We could take little even of those fewdki
that we owned into the new encampment, the onhgtlie took was our (wood-burning) cook stove. What
little savings we had were soon gone, because we @@ning nothing. We had no house nor land tomet
to, no household goods, hardly any clothing, vesy 6f our tools — everything was lost. And thereswa
way to go back and be the same person again wdheighbors, the friends on the outside.” In othe
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hardships imposed on them by the movement withehellion or desertion. With such low
opportunity costs, the distant promise of a piddamd is sufficiently attractive so as to
make participation in an occupation a worthwhilegpect?

It is essential to consider not only the MST’s aafsinfluencing information, but
also that of their chief competitor, landowners.ms¢ed by Becker (1983) what matters in
competition between interest groups is not absdiuteather relative pressure.
Landowners have considerable financial resourcascthuld be used to influence the
availability of information if that proved to bepaoductive means of affecting policy. Land
owners are well organized and have overcome tleerider problem. In the late 1980s the
landowners even formed a political party, the URRifo Democratica Ruralto fight
land reform. Despite landowners being organizeely tace a relative disadvantage in using
the media to influence voters. Landowners, unlileelandless have high labor opportunity
costs and the public is not particularly sensitwéhe interests of landowners, many of
whom are perceived as very wealthy. Instead ofgusgsources to affect the information of
the public, the landowners more directly attemphftmence members of Congress.

ii) Productivity of effort in affecting informatiofdw; (¢}.e") )
oe;

The second characteristic for an interest grougeteuccessful at influencing
information received by other groups is the prothitgtof those efforts. A high value of

dw; (¢,¢/") means that the information asymmetry between tergonent’s actions and the
oe;

passages the authors also document several pasidmeries that settlers held from the occupatiors dia
particular the camaraderie and the sense of emposverfrom participating in the movement.

32 With the large number of landless peasants that baen settled and given land in the past fifysnrs,
the stock of actual landless peasants, that isgttimat really have aptitude to work the land nathan simply
being poor, has fallen and it may become hardeth®MST to recruit in the future. Graziano (20@/jues
that there are no longer any “true” landless iafflrand that current MST occupations are filledsthyowith
poor, unemployed people living in bad conditionghia cities.

24



other interest groups, especially the perceptidvoters of the efforts of government, can
be greatly affected by additional efforts of grawgd reducing or increasing that

asymmetry. A low value means that those efforteeHaw payoffs. The derivative

measures the productivity of efforts to affect mf@tion. This is a valuable trait that is
difficult to attain. Even an interest group thatrooands more resources may find that its
investments in advertising have little persuasmpact on urban voters because of a lack of
credibility or reputation. This is why interest gps typically link their objectives with the
broader public interest.

The MST, by ostensibly helping the landless poa aountry riddled by an
extremely skewed land distribution, has been abgtner credibility, despite its illegal
nature and disrespect for private property, whitteavise most Brazilians support. As
noted by thd&economis{1997) in 1996 the MST “won the ultimate accolasignpathetic
portrayal in a prime-time soap opera on Globo, Bealeading television station.” By
contrast, landowners have found it hard to appeplblic sympathy. All their attempts at
publicity have had very little effect in changirgetr image as wealthy and trigger-happy
hoarders of large unproductive tracts of Idhd.

Thus far, we have argued that the MST is not ordyaradept than landowners and
other groups at getting their message throughalsotthat their message is more effective
at altering the level of pressure exerted by voverthe government. Aware that their
claims regarding the problems with the governmdatisl reform will sound self-serving,

the landowners prefer to center their efforts aspuring the government through their

33 Our model appears to have considerable relevamacfions taken by environmental groups versus oil
companies in the U.S.
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representatives in Congress, which is consistetht the model’s predictions for a group
with high marginal costs of affecting informationdalow productivity of effort.

iil) Extreme configuration of preferences of otlpeincipals b)

The third characteristic which the model indicatest an interest group should have
for it to be successful in controlling informatiaan extreme configuration of the
preferences of the other actors. If several oftiecipals, and especially voters, feel
strongly about the cause pursued by an interesipgtben it has the opportunity to
manipulate their demands on government by altehegnformation received by voters
about the government’s actior® (n the model). If, for example, an interest grqupsues
a task that voters approve (abhor) then they dait elore (less) pressure from the voter on
the government by reducing (increasing) the naigbe information received by voters on
the efforts of the government. If the voters addifferent to, or only mildly interested in,
that policy, then affecting the information thegeee will have little effect on the
incentives they provide politicians and the integgsup would do better by pressuring
through another channel.

Urban voters are sympathetic to land reform anslitha critical advantage for
MST. To illustrate the importance of land reforndahe political pressure placed on the
Brazilian President to implement it, we estimata@lel of Presidential popularity, adding
to the usual specification of economic and politedglanatory variables another variable
that measures the number of farm occupations bM®€ in the corresponding month. If
we show that more MST farm occupations reduce thsitfent’'s popularity, this will be
evidence of the MST'’s effectiveness in manipulatioter perceptions and forcing the

government to increase land reform.
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There is a large literature testing the determmaihipresidential popularity by
regressing measures of popularity, usually opimpiothdata, against a series of variables
that capture the state of the economy and polieeahts (Price and Sanders, 1993;
Edwards, 1991; Erikson, 1989; Markus, 1988; Moni®84, Mueller, 1973). There are no
such studies for presidential popularity in Bra@iur dependant variable is the percentage
of the electorate that finds the President’s pentorce ‘very good / good’ in periodic
public opinion polls performed by Datafolha Insitute Pesquisa$.As explanatory
variables we use: monthly data on inflation; ins¢mates lagged one month; exchange rates
lagged one month; GDP growth in the last 12 mqrghd popularity lagged one month,
the latter variable to control for the inertiapast of popularity and thus avoid problems
with autocorrelatiorf®

In addition to these economic variables we addexdrols for some political and
social events that may have an impact on popularhe first of these is a dummy
indicating months when President Lula was in offidg@nuary 2003 onwards) with
President Cardoso’s terms in office as the basefinether dummy controls for the
‘Mensalao’ scandal (June to December 2005), whegsident Lula was accused of

purchasing votes in Congress with cash. Givenrtiportance of soccer in Brazil and the

% QOur period of analysis is January 1997 to Decerilbé. The initial date is constrained by the alility
of monthly data on land occupationsyw.cpt.org.by There is data on Presidential approval ratesniost
months in the period. When no poll was performed thonth, we repeat the value of the previous month
Using only ‘very good ' as dependant variable ysedimilar results. Descriptive statistics are shiwtow:

Variable Mean Std. Dev. Min. Max.
Popularity 34.46 10.97 13 52
Occupations 33.27 23.47 2 137
Inflation 0.773 0.938 -0.79 5.84
Exchange rate 2.150 0.773 1.04 3.81
Interest rate 1.507 0.456 0.80 3.34
A GDP 0.108 0.044 -0.011 0.236

% We did not include unemployment and the levehefafficial minimum wage because these were too
highly correlated with GDP growth.
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perception that the national squad’s success camd@onomic and political consequences
(Flater, Pérignon and Vercruysse, 2008; Ashtonr&@eérand Hudson, 2003), we added
dummies for the World Cups of 1998, 2002 and 2006nths of June, July and Augud}).

The key to this test is to add to the list of eqoim social and political variables
described above measures of the MST’s effortsIamgattention to land reform. If these
measures affect the President’s populaéteris paribuswe will have found evidence for
our hypothesis that the MST impacts the governmsegftort on land reform through the
channel of increasing voters’ awareness of theeiséle use two measures of the MST’s
efforts. The first is the number of occupationsrpoted by the MST and other landless
groups lagged for three months. Occupations ar®®€'s main instrument to pressure for
land reform and always yield high visibility in tihheedia. The second variable is a dummy
for the ‘Red April’ months described above (seepBrd). These are the months when the
MST increases its activities, including occupatianarches, festivals, and interviews, all
of which create media attention. If this dummy &hte detects a fall in Presidential
popularity in the subsequent month (May) of eadr yadditional evidence will have been
found for our hypothesis. The results are preseimdable 237

Table 2 here

% |n 1998 Brazil finished in second place, in 20024 was the world champion and in 2006 it did resich
the semi-finals.

%7 In order to rule out that our results may be spusj we checked that all variables were integratete
first order, 1(1), and subsequently tested for tegnation. The relationships among macroecononmiabkes
such as inflation, exchange rates, and interess ragy raise concerns about multi-collinearitythis regard
we note that: i) an examination of the correlatioatrix for the sample period does not indicate thalti-
collinearity is severe in the sample used; ii) gsabsets of the explanatory variables does net @hle result
for the occupations variable which was extremebust; and iii) multi-collinearity affects (increajeonly
the standard errors of the estimated coefficientsreot their consistency, so that even in the presef the
problem the result for the occupation variable wiilll be valid.
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The estimated coefficients for all variables exaefiation and GDP growth can be
interpreted as constant elasticities as the datindogarithms® Lagged popularity is
positive and statistically reliable at 1 percehywing a strong inertia in presidential
popularity with an elasticity of 0.82. Despite tmertia, which is in large measure
responsible for the high adjusted R-squared of,&aB®f the economic variables except
interest rates have statistically significant estied coefficients with the expected signs.
We find the exchange rate to be negatively assatwaith popularity. The sample includes
periods of an overvalued exchange rate, prior noidiey 1999, as well as the devaluation
shock that occurred that month. The estimated iwoaft for inflation is negative and GDP
growth has a positive impact on popularity, as woeld expect.

The political variables also confirm our expectatioPresident Lula’s popularity is
5 percent higher than that of President Cardosenvdtl other variables are set at their
means and dummies are set at zero. Setting theptimm scandal dummy to 1 knocks off
3 percentage points from President Lula’s populaAtl three World Cups have a positive
effect on the President’s popularity, but this ictga only statistically significant in 1998
when Brazil was the runner-up. The boost to Presi@ardoso’s popularity from that event

is 4 percent, with all other variables set at the®ans.

% The null of non-cointegration is rejected in allgjs-Perron test for unit-root on the residuatioé
regression in Table 2. A residual based ADF teistguthe appropriate critical values from MacKinnd®96)
also rejects non-cointegration. Additional eviden€eointegration is given by the Durbin-Watsortist&c on
the deviations from the regression in Table 2, Whigs CRDW (13, 129) = 2.02. Finally a Johansen
cointegration test which treats all continuous afaliés as endogenous and excludes the dummy variable
rejects the null of no cointegrating equations vaitttace statistic = 147.68 (1percent critical eatul11.01)
and Max-Eigen statistic = 52.93 (1percent criticallie = 46.82). When the same equation is estimatébt
differences, so that all variables are stationtmgre is still a negative and significant impacbotupations
on popularity (p-value = 0.068).
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The key variables in this test are the number whfaccupations and the ‘Red
April dummy. Both capture action by the MST to prote land reform. Our hypothesis is
that these actions work by calling the attentiothefelectorate to land reform and passing
the message that the government is not doing entuggidress the issue. A finding that
these variables have a negative and significanaanpn presidential popularity would
support that hypothesis as popularity is a measiweter’'s pressure on the government.

Our results show that occupations have a signifigaregative impact on
popularity. This result is robust to numerous sfpeations. With all the other variables set
at their means and all dummies at zero except tiee dummy, a one standard deviation
increase of the number of farms occupied decrgasssdential popularity by 1.57
percentage points from 35.40 to 33.83 percent. f@sslt is corroborated by the ‘Red
April dummy, which shows that in the months of Midwat follow a ‘Red April’ the
President’s popularity fallgeteris paribus2.29 percentage points. Once again this is a
strong effect for a non-economic variable that ddedirectly affect the well-being of most
(urban) voters.

These results are consistent with our statemeat$Bittazilians are strongly
favorable towards land reform. Furthermore, theywsthat there is scope for the MST,
through its occupations and other actions, to emedhe pressure that urban voters place
on the government for land reform. The more adineMST, the more resources the
President dedicates to land reform, not becauseahés to placate the MST itself, but
rather because voters would punish the Presidesg (if popularity) when they perceive

that land reform is not progressing as expetted.

39 Another characteristic of interest groups thatkabrough information that emerges from the mosdel i
whether their task is a complement or a substttuthe tasks of other principals, that is, thedtre of theC
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Additional evidence on the effectiveness of the M&mes from a high profile
event orchestrated by the MST. In May 2005 the M8jJnized a march of 12,000
landless peasants that ended in Brasilia wheredergd_ula met them and admitted that he
had not met the number of settled families he anoed as targets in the beginning of his
term. As a result of the march Lula promised: 13e¢ad a presidential decree to Congress
by the end of the month to provide an additional/R® million for settlement projects; 2)
to hire 1,300 new staff members for INCRA, the laefbrm institute; and 3) to tighten the
criteria which determines how productive farms hivbe so that they are immune from
expropriation (Estado de S&o Paulo, May 17, 200&;EconomistMay 19, 2005). The
way which this event unfolded, with the MST calliagention to society about the
President’s land reform record, and getting promidfemore effort in return, conforms
very closely to the arguments of this paper.
V. Concluding Remarks

In this paper we contribute to the literature aieiast group activity, government
policy, and use of the media. We develop more Gie¢han has been done previously the

characteristics of groups that are likely to becessful in mobilizing general voter support

matrix. A group whose task is a substitute (comglethto other groups’ tasks will observe negative
(positive) incentives (that is, tle™s) from those groups to the government for thesiktof interest. In the
model theC matrix is common knowledge so by design an integesup can not try to manipulate the other
groups’ perception of how their tasks affects thatber groups cost. For this reason this charatiemas
not included in the text. In principle, howevere ttmodel could be extended to include this additiona
information asymmetry. The MST does put much efiiatid influencing policy through this additional
channel by portraying land reform as complementagther policies such as reducing poverty and eiim
the cities as many landless often end up in urhanss The MST also consistently portrays environtaken
policies as being complementary to land reformhsagin a document they released called “The MSIT an
the Environment: Land Reform is a Way to Care lfer Environment” (translated from Portuguese, dited
Lacey and Oliviera, 2001). For discussion on thati@ship of the MST and the environment see Alsto
Libecap and Mueller 1999a and 2000; Wright and \Walf 2003: chap. 3; and Harnecker, 2003: chap. 9,
600-602). Despite their pro-environmental rhetaitics likely that the large number of settlementjpcts
harm the environment. The experience has beemtbstt settlements already have a very hard time at
becoming economically viable even in the best mfurnstances. Being additionally constrained nabqoloit
the natural resources within their reach would ssagly make it more difficult. Faced with thisdeaoff
(which the rhetoric tries to play down) the natudabice is to choose survival over nature.
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for particularistic programs through manipulatidnrdormation in the media. We show
that such groups may lack the attributes normaigpeiated with lobby success: financial
resources and voter participation.

To illustrate the applicability of our model, werohicle the actions of the Landless
Peasants Movement in Brazil in galvanizing urbatereupport for rural land
redistribution by using orchestrated media evefitse MST is an interest group that has
had a profound effect on policy yet lacks largeolhg financial resources and a large
direct voting bloc. By molding the information aksdile to urban voters in a manner not
possible by the competing interest (land owneh® MST can generate broad urban
support for its land reform agenda.

The MST matches the three characteristics fronmmadel that increase the relative
success of utilizing the media to sway public poli¢) a low-cost means of attracting
attention, due mainly to its ready supply of lasdlsettlers willing to undertake extreme
hardships in their quest for land; ii) credibilapd a worthy cause which make the
information they impart to voters about the goveentis land reform effort noticeable and
believable; and iii) a benefit from urban votersing about land reform and seeing the
President as responsible for delivering results. @odel of interest group behavior is
general to any interest group that has the sympatthye public at large and a

comparatively low-cost means of generating thadret.
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Graph 1 — MST Action (Occupations) and Governmezad®on (Settled Families].
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Source: Ministério do Desenvovlvimento Agrario (2020), MDA/INCRA Balango de 2007 (2008).
Comisséo Pastoral da Terra (2004:13). Note: Datadmber of families settled from 1988 to 1994 is
the average for each government; Sarney (1988c88pr (1990-91), Franco (1992-94).

0 Data on the number of families settled is highiptroversial as this is the main indicator in thljc

debate on how much land reform the government tlaig\eed. There is a constant war of numbers between
the government and the MST, involving also academihthe media, as to what has in fact been
accomplished. Despite some attempts at doing aisefsettlement projects the controversy persigigurt
due to the political nature of the issue and irt dae to the sheer logistic difficulty of countiegttled

families in what is a very dynamic setting wheravrsettlements are constantly being created andewvher
beneficiaries are constantly selling, trading abdraloning their land. If, for example, new familres/e

been settled in an old abandoned settlement prajectild they be counted as fulfilling part of the
government’s target? The numbers in Graph 1 ara fh@ Lula government and revise downward the daim
by the Cardoso government for 1995-2002.
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Graph 2 — Expenditures on Land Reform and Agra@ieganization.
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Graph 3 — Number of Occupations and Popularity,/12807.
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Table 1 — Relationship between Occupations, Sediférinand Reform Expenditures

Direction of Causality Chi® p-value

Settlements- Occupations 56.24 0.0000
Occupations- Settlements 73.88 0.0000
Expenditures- Occupations 138.05 0.0000
Occupations- Expenditures 9.52 0.0231
Expenditures- Settlements 21.70 0.0001
Settlements- Expenditures 9.41 0.0243

Ho:X does not cause Y. All three variables are fotmbe 1(0) at 1%, 5% and 10% with
one lag, N=16.
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Table 2 — Presidential Popularity and Land Reform.
Dependant Variable:

Popularity
Popularity , 0.821"
(20.88)
Occupations -0.063"
(-4.37)
Exchange Ratg, -0.130”
(-2.62)
Inflation -0.027"
(-2.05)
Interest, ; 0.040
(1.06)
AGDP, 0.606"
(2.59)
Lula 0.162"
(3.82)
Red April Effect -0.073
(-1.66)
Corruption Scandal -0.091"
Mensalao (-2.24)
World Cup 1998 0.136
(2.39)
World Cup 2002 0.083
(1.37)
World Cup 2006 0.071
(1.26)
Constant 0.783
(4.86)
N 129
R? 0.94
(Adj. R?) (0.93)
F(12, 116) 153.57
Prob>F 0.0000
Durbin-Watson 2.02

d-statatistic (13, 129)
Notes: Ordinary least squares with standard efirogsarentheses. 1percent, Spercent , 10percent All
continuous variables in logarithms except inflatammd GDP due to negative values. All continuousaudes
I(1) at 1%. H: No cointegration is rejected: Phillips-Pergn=z-136.44" , Phillips-Peron Z= -11.421", ADF
(MacKinnon (1996) critical values) = -11.458 Johansen cointegration test rejectsdfi no cointegrating
equations with a trace statistic = 147.68 (1lpereetical value = 111.01) and Max-Eigen statistic52.93
(1percent critical value = 46.82).
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Appendix

General version of the multi-principal, multi-task model of interest group politics.

Supposen+1 principals, composed ofinterest groups plus voters and the
government as the agent. Each ofrithé principals is interested in a specific task tihatyt
would like the agent to perform. In general thenpipals do not observe the level of effdyt,
placed by the government in each task, insteaddbsgrve the outcomg, of that effort.
The vector of outcomes is modeledxast + &, or:

X1 tl gl

t
2 |= 2+ gf (A1)
Xoua| [toal €

n+l n+l n+l

where&e~N(0,2) and is the covariance matrix of the random noise éeia Q2 is
a(n+1)x(n+1) matrix with principal diagonadu;, i=1, 2, ... n+1 and zeros elsewhere.

Principali benefits from the government’s actions accordmthe benefit functions
b, which can be written as''x, whereb} is the benefit of outcomej=1, 2, ... n+], to

principali. The cost to politicians of directing effort inthoof the tasks is modeled as the
following quadratic functior%t'Ct where thgn+1)x(n+1) matrix C is assumed positive

definite. If the off-diagonal terms are positiveté will be substitution amongst types of
effort, so that an increasetirwill imply a decrease if}, and vice-versa. If these terms are
negative the types of effort will be complementary

Following Dixit (1996) we first assume a benchmeake where the principals
observe the levels of effort chosen by politiciang additionally are able to act
cooperatively so as to reach the first-best sautio

Observable effort and united principals

We assume that the agent’s efforts in pursuingitietasks are rewarded with
political support from each of the principals. Thgport is in the form of monetary
contributions and votes. Let the support provide@dch principal bg;. The total level of
political support received is the sum of the suppontributed by each+l principals,

p= Z:llp . Offering political support imposes on the priradgpan opportunity cost so we

can treap in monetary terms. That ig,can be thought of as the amount of resourcegtibat
politicians would require for advertising and camgpang to achieve an equivalent amount
of support. The pay-off to politicians is thws= p — %t’Ct. The politicians’ utility function
is assumed to have the following constant risk-sieerform:

U(w) = -exp(-rw) or -exp-r(p — ¥4’Ct)) (A2)

wherer is the risk-aversion coefficient. Note that poldins will maximizen = p —
% 1'Ct, the income equivalent of their utility.

The expected return to the principals acting togjeiththeir benefit minus the value
or cost of providing political support to politicis.

Elbx-gd=HEHtg- p=bt p (A3)
The total surplus is therefore the sum of the dgemtd the principals’ net benefit
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b't- p+ p—1/2t Ct= B t- 1/ 2t Ct Note that the level of political support cancels

out, so we assume thais high enough for the agent to stay in the gahm,is, the
government will not abandon these policies. Thellet effort will be chosen to maximize
this function, giving as the first-order conditibr- Ct = 0, so that the first best level of
effort is:

t=C (A4)
whereC is the inverse of th€ matrix.

Asymmetric information and united principals

Because effort is now no longer observable to gdmveters, contracts between the
principals and politicians must be made contingent (outcomes) and no longer bn
(effort). Following Dixit (1996) and Holmstrém amdilgrom (1991) we use a linear reward
scheme to stipulate the legislators’ pay-offs givetcomes. That is, given the observed
outcomes, the united principals provide politicians pol#@isupport that has the following
monetary equivalent:

X
X

a'x+ B or |0'1 a, - Oz +p (AS)

Xn+1
where theas are the value of the marginal support given bypitiecipals to government
effort andgis a fixed payment that can be adjusted to agheragent’s reservation utility is
at least matched.

Thus the politicians’ utility is nowexp(-r@x + S - %t'Ct)), which can be shown to
equaf' —exp(-ia't + ¥ r’d Qa - r3 + Y2 rt'Ct)) so that the government will now maximize
the income equivalent of their utility, which isza't - Y2 ra@ Qa + [ - Y2t'Ct. This yields
the following first-order conditions:

t=Cla (AB)

Note that thexs are the value of the marginal support given leypttincipals to
reward the government’s effort. Lettikde the elements @™, k; > 0 andk = or< 0, for
jZh, so an increase in the marginal support of theedrprincipals to politiciansg;, leads to
increased effort in tagkand an increase or a decrease in effort towasdsttier tasks.

In order to understand the relationshipaah (A6) andb in (A4) substitute (A6) into
the government's income equivalent of utilityto getz = %2 aCa- Y% rd Qa + . The
net benefit of the principals is the expected valtheir total benefit minus the value, or
cost, of the support they give the governmefib'’x - ax- £ = (b - a)'t - B. The joint
surplus of the united principals and politicianghie sum of their net benefits:

b'Cla-v%a(r2+CH a (A7)

This can be maximized with respect to to obtain the following first-order
condition:

b=(+rCQa (A8)

Note that if; (i) all elements & are positive (assuming substitutability amongst
tasks); (ii) the elements @ are positive, because they are variances; (gpthare
positive, because the united principals will nontaegative effort, it must be thigt> ;.

“1 See Dixit (1996, pg. 161).

43



Consequently, comparing (A4) to (A6) it turns chattthe government optimally chooses
less effort when effort is not observable tharhim first-best situation where it is, that is, it is
a second-best due to moral hazard arising fronrnmétion asymmetries.

Asymmetric information and multi-ple principals

In general principals do not act cooperativelywsonow derive the optimal levels of
effort allowing for non-cooperative behavior in &duh to asymmetric information. In order
to do this we will find the Nash equilibrium of tijame where each principal strategically
takes into account the actions of the other pradsipNow each principal provides his own

agenda to politicians. Principied incentive scheme for tagks a'ijx+,6’ while the total for

each principal isn”x+,3. The aggregate incentive scheme faced by legisl&dhe sum of
that offered by each principal and is simplx+ 3 wherea=2d andB=2'. The

marginal benefitfunctionforprincipa’atisbiﬁ‘b‘l g... IH

The government still maximizes its certainty eqlemaand choose effort according
tot= C*a. In order to find the Nash equilibrium of this gamve follow Dixit (1996:163-
166) and consider the contribution of each of thiegpals to the legislators’ certainty
equivalent. This is then added to the benefit #aah principal receives from the relationship
with politicians. The resulting bilateral surplustiveen principail and politicians is:

bC'a' -ra™'Qd —%d "(CT+rQ)d (A9)

wherea™ =) a", the sum of the incentives by all other princigisrt fromi.

h#i

If we assume that the only choice variable avaddblprincipal is the support it
gives directly to legislators through votes anaamey, then the maximization of this
objective function with respect i@ gives:

b'=( +rCQa +r CQa" (A10)

Adding the individual benefit of each principal g&/us an expression for the total
benefit arising from the Nash equilibrium:

b=a+ (n+1)rCa (Al11)

This equation can be compared to equation (A8)idta benefit that resulted when
principals were able to act cooperativddy=(l + rCQ)a. Remembering that whar=b and
the first-best solution is achieved, we can seewiith non-cooperative principals a situation
is reached that is even further from first-beshthath unified principals, sinceis now
multi-plied byn+1. The situation is therefore a third-best, charazte by apparent
inefficiencies and low-powered incentives.

For greater ease in visualization, the system o&ggns in (A11) can be written as
follows:

b =a’ +r> (@O ap) Oijkh=12..n+1  (A12)
k=1 h=1

Note that each of th@+1)? equations in this system contains the tetms
(k=1,2,...,n+1) which represent the variance of the noise betwleewobservable outcomes
X and the unobservable effaft Therefore, the higher the value of any givag the larger
will be the wedge between the first-best situatighs o/, and the third-best situation
depicted in (A12). In other words, the greaterittiermation asymmetry concerning
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legislators’ efforts in any given task, the morer [powered will be the incentives given by
the principals for efforts towards that task.
Affecting information availability to pursue pojic

The above suggests that each of ke principals can influence policy not only
through direct incentives (cash, votes) represehted, but also by affecting the level of
information available concerning politicians’ eff®in each task, that is, on each of thd
a's. The problem faced by each interest group thesoimes that of deciding not only the

optimal level of a'ij to allocate for each tagk but also on how much effort it will place

towards affecting the information available to gah&oters regarding each of the tasks. Let
the effort by each interest groupo influence the information concerning legislatafforts

in each task be e":‘q & ... €, .Note that effortis costly, where the cost oft tiffort

is represented by the cost functié{€). Note also that all other interest groups may also
expend efforts to affect information availabilitgo that the solution will be a Nash
Equilibrium. Lete™ be the vector of effort of all interest groupsestkthani. Interest group

iI's objective is no longer to maximize (A9) with pest to_d but rather to maximize the

following objective function with respect w ande€ takinga ande' as given:
B'Cld —ra Q. € )d —izLd (C'+ Qe &)d - G 8 (A13)

Note that the difference of (A13) to (A9) is thestdunction and the fact that the
matrix of information variances is now a functiontloe level of effort by each principal to
influence information. The first order conditicios the maximization of (A13) are:

C-rQa™ —(C*+rQ)d =0 (Al4)
-rQ'a —%rQi a’-G.=0 (A15)
whered'=|a;'d, ajd, .. a.@,.] a®=|@) @) .. @.)|
W& 0
GL=|OGi(_é1) 5G'(¢) % (&)l gng 0:1 () 0
o o, . Q= - &, _
79N (G-
0 0 : w

The first order conditions in (A14) are a systeim#l equations that defing*, the
n+1 optimal incentives by principalfor each task. The interpretation of these equatien
as before in (A10); the principal will offer a thibest level of incentive for each task due to
the information asymmetries and the existenca other principals who are also providing
incentives to the government.

, The first order conditions in (A15) are also a systofn+1 equations. They define
e*, the optimal level of effort that principal will place towards affecting information
availability on each of the+1 tasks. The two terms on the left of each equaitiothat
system shows how much the marginal effort increaseeduces the wedge between the
first-best situatiom' = @ and the third-best situatidh=a + r CQa (derived from (A14)).
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