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This paper estimates the early impacts of Terra Legal, a large property rights reform on farming 

and deforestation in the Brazilian Amazon. Thirty-one million hectares, more than 2.5% of the 

Brazilian Amazon, have so far been registered under this program. Property rights establishment 

may increase a farmer's investment in his land due to lower risk of expropriation, easier access to 

credit, and the ability to sell the land. We use county level data from 2009-2012 on farm 

registrations, credit access, and deforestation to test the impacts of the Terra Legal land reform. 

We show that titling does increase credit access---both at the intensive and extensive margins, 

and the smallest farms appear to be the main beneficiaries.  

A 1 percentage point increase in the area registered by small farms leads to a 30% increase in 

credit financing and a 5 % increase in the number of credit contracts for investment purposes; 

there is little corresponding impact on credit for medium and large farms. However, we find no 

evidence indicating that the small farms engage in deforestation; more registrations among small 

farms are associated with a decrease in temporary crop cultivation, but not an increase their 

permanent crop cultivation or the area deforested in the county. Increasing the area registered by 

medium-sized farms that obtain their land cheaply leads to an increase in the area deforested, as 

well as an increase in the rate of deforestation, by 0.3% and 4.4%, respectively, in response to a 

1 percentage point increase in their area registered. Removing the threat of expropriation, along 

with increased access to credit, results in a reduction of total area cultivated due to a decreased 

cultivation of temporary crops. We also estimate the effect of increased registrations on 

neighboring counties to check for a larger spread of development in areas with increased titling. 

We find no evidence of spillovers in terms of deforestation in neighboring counties.


