The farm size debate —Syed Mohammad Ali
[image: image1.jpg]


It is not only Pakistan but almost all of South Asia, where an asymmetry between small and large farmers can be noted in the political as well as the economic sphere. It should therefore not be surprising that policy distortions or market imperfections can create a bias towards large farms

There is an ongoing debate concerning the relationship between the size of available farm lands and their agricultural productivity. The implications of this relationship are particularly important for developing countries where land ownership patterns are highly skewed, as is the case of Pakistan. Before focusing on our own country however, let us explore this issue from a broader perspective. 

Deliberations on the subject of farm size and productivity relationship were sparked by the seminal work of the Nobel laureate, Dr. Amratya Sen’s, in the early 1960s. Thereafter, a significant number of studies have been undertaken on the same topic but they have resulted in producing varying results. Some of these studies have concluded that agricultural productivity does not differ significantly if farms are large or small. Other studies have found an inverse relationship between farm size and productivity. There are also studies which indicate there to be no relationship between these two factors at all. Perhaps the apparent contradiction in research findings is due to the fact that many other issues simultaneously influence agricultural productivity besides farm sizes. 

Some recently conducted research in the case of Indonesia, the Philippines and Bangladesh, however, seems to concur that small farm sizes are more productive. Despite the pertinent implications of the relationship between farm sizes and productivity, this topic has not attracted much attention of researchers in Pakistan. 

One of the rare studies on this topic within Pakistan indicates that the meagre education of small farmers, lack of access to credit facilities, late application of fertilisers, and irrigational constraints result in lowering their efficiency. On the other hand, a World Bank study has pointed towards a positive correlation between security of tenure and productivity. The World Bank has used its own research to advocate the need for transparency of land records, which can help create more robust land markets, rather than ensuring more equitable land distribution. 

Nonetheless, the need for increasing land productivity was one of the rationales cited to reform the feudal land tenure system inherited by Pakistan at the time of partition. Consequently, two land reform measures occurred in 1959 and 1972. These reforms did not succeed in changing the status quo in Pakistan and had no significant impact on production. 

While per acre use of non-traditional inputs — such as fertilisers, hired labour and farm machinery — is probably higher on large farms than on small farms, small farms are usually more labour intensive. Small farmers can also exploit more marginal land, cultivate a larger proportion of their land, and as a result, achieve higher output and yields in comparison to larger farms. Yet, it has been pointed out that holding of land for asset price speculation or for reasons of social prestige and political power (sharecroppers and farm labour are often compelled to vote for whoever their landlord wants) seems to encourage existence of larger farms despite their lower productivity.

Despite greater apparent efficiency of small farmers, they do still face greater difficulty in raising their profitability or expanding their holding size. Besides credit constraints, a discriminatory policy regime and overall poverty in rural areas also play a major role in preventing this from happening. 

It is not only Pakistan but almost all of South Asia, where an asymmetry between small and large farmers can be noted in the political as well as the economic sphere. It should therefore not be surprising that policy distortions or market imperfections can create a bias towards large farms. For instance, the fact that farm subsidies often favour large farmers is hard to dispute. 

Moreover, the fragmentation of lad ownership is also considered another major problem leading to productivity losses in the agricultural sector. These losses have not been well quantified so far, and even the reasons for the growth of land fragmentation are poorly understood. But it does seem logical that land fragmentation would lower productivity by raising transports costs between fields, and preventing the realisation of economies of scale.

The Punjab Economic Report for 2005 blamed this problem of land fragmentation to occurring due to imperfection of land markets. These market imperfections are evident because of our antiquated land administration and registration system, high transactions costs in land transfers, and inheritance laws that encourage fragmentation. These imperfections are in turn considered responsible for slowing down the exit from agriculture of inefficient small farms who cannot even secure a sustainable livelihood, and also for reducing incentives for very large holdings to sell off underutilised land.

Causes aside, emerging data on the ground clearly demonstrates the reality of land fragmentation in major agricultural zones of the country. Between 1972 and 2000, the distribution of the size of landholdings in the Punjab for instance has also changed to an extent that is raising serious questions for efficiency and equity. There is a substantial increase in the number of small land-holdings, chiefly at the expense of medium land-holdings. Between these dates, the proportion of small land-holdings is said to have increased from 62 percent to 85 percent of total holdings while that of medium land-holdings dropped from 34 percent to 13 percent. As the share of large land-holdings fell by only 3 percentage points between these two dates, the increase in the proportion of small landholders was mainly at the expense of medium-sized land-holders. 

The above data further indicates that while small holdings accounted for 88 percent of total land-holdings in the Punjab in 2000, they comprised only about 45 percent of the cultivated land. As a consequence, the average size of small land holdings is estimated to have fallen from 1.7 hectares in 1972 to 1.5 hectares in 2000. Since these are only average figures, a considerable number of small holdings are likely to be even smaller. Such small farm sizes seem to fall below the minimum economic size required for agricultural productivity. But there has not been any research done to indicate what the most feasible size for a farm to be economically productive is. Is it still 12.5 acres, as was determined while fixing land-holding ceiling for the unsuccessful attempts at land reforms? Or is the ideal farm size larger, or lesser, in view of the above cited factors? 

The ongoing developments in the size and distribution of landholdings have inevitable consequences for poverty alleviation and equity. It is thus vital that our policy makers begin to pay more attention to these issues and to simultaneously examine ways to overcome the implied challenges. 

