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IN developing countries, agriculture continues to be the main source of employment, livelihood and income for between 50-90 per cent of the population. And small farmers make up the majority, up to 70–95 per cent of the farming population.
Small farmers face the greatest challenge of integration and competitiveness in new markets and at the same time, they are constrained by lack of basic public services as a result of recent policy reform, market liberalization, as well as budgetary and capacity limitations.
Small farmers have traditionally survived on subsistence production though, many, in the last three decades have experimented export crops with occasional success and many failures. They have not benefited from industrialization and export-orientation of agriculture. In the globalized market, small players have been marginalized.
Yet economically, they should not be ignored. Policies which have led to their marginalization have meant a continuation of the vicious cycle of poverty for many sectors, highly uneven development and hence the inability of many developing countries to attain satisfactory levels of overall development.
ARTICLE CONTINUES AFTER AD
Despite steady economic growth in many Asian countries over recent decades, small farms still dominate in rural areas. According to the 1990 FAO World Agricultural Census as of the mid- to late 1990s farm size averaged 1.6 hectares in both Africa and Asia.
While in Latin America it averaged 67 hectares, reflecting highly unequal land distribution rather than advances in economic development. In fact, land holdings are becoming increasingly subdivided, suggesting that agriculture is absorbing the rising population.
In Africa, for instance, the average size of landholdings shrank from 1.5 hectares in 1970 to 0.5 hectares in 1990 in Congo, 62 per cent of all farm households operated land holdings of less than 0.5 hectares.
A similar trend was observed in Asia. In China, average farm size decreased from 0.56 hectares in 1980 to 0.4 hectares in 1999. In Pakistan, it steadily declined from 5.3 hectares in 1971–73 to 3.1 hectares in 2000. During this period, the number of small farms more than tripled.
The growing increase in the number of holdings might be the result of the combined effect of institutional, technological and demographic factors.
There have been sub-divisions of farms because of fragmentation, inheritance and transfer. Since land in agriculture production process is the natural agent, therefore decreasing size of holding has detrimental effect on investment, farm productivity and farm income.
The small farms are occupying a pivotal position both in terms of number and area, making it essential to improve their operational performance for a sustained and broad based economic development.
Many of the owners of small farms may be too poor to participate in the process of agricultural development. An increased participation of small farmers is not only essential for any substantial breakthrough in agricultural development, but is also desirable to reduce unemployment in the rural areas.
It has been found that labour use intensity is linked to farm size, the marginal productivity of labour of the small land holdings is lower and that of big land holdings is higher, and hence small farms are highly productive (in terms of output per acre), but appear largely unprofitable when the cost of family labour is imputed (based on average market wage).
More than one-half of the rural population in Pakistan is landless while 2.5 per cent control over one-third of agricultural land. Inequality in land ownership is one of the reasons why overall agricultural yields remain below than that of other countries with similar resource endowments.
There is another view suggesting that large farms on the average are more efficient than small farms with its own assumptions.
Large farms have an advantage due to lower average fixed cost per unit of output as the fixed costs are spread over a larger output. The small farms are in a disadvantageous position, as they have to bear certain unavoidable costs with a smaller quantity of output.
Productivity differences by farm size have been observed in many developing countries including Pakistan. A specific farm size may be more efficient in the production of specific output while another farm size may be more efficient in the production of another commodity. So, there exists a productivity gap at various farm sizes.
Variability in productivity may be attributed to the differences in labour input, cropping pattern, cropping intensity and technological differences. This productivity gap leads to structural difference between small and large farms.
Small and large farms, which differ on the basis of farm costs including cash costs and imputed costs, labour use, mechanization and management, have their own advantages and disadvantages.
Many researchers have shown that productivity decreases with increase in farm size. It was true before the advent of green revolution technology but after the introduction of green revolution, the inverse relationship between farm size and productivity has either weakened or even reversed.
This does not preclude the importance of small farmers for agricultural economy as major proportion of the farming community is made up of these small players. If given proper access and training, the small farmers can produce better from the land that is culturable waste or lying idle under the control of influential farmers.
A pervasive pattern in the developing countries is the low agricultural production and yield per acre. The small farmers do not have access to hired labour and credit. They lack scientific knowledge and training, have no or low education and low social status. All these factors seem to have been creating hindrance in the adoption of new farm practices and the achievement of optimum level of input use.
The lower rate of adoption of modern farm practices ultimately results in low production that leads to slow rate of economic growth. Any strategy formulated for improvement of agriculture in isolation of small farms is very unlikely to be successful in the long run.
Successful small farms must be managed intensively. They must earn more returns per acre, per rupee invested and per unit of production. The higher net returns on intensively managed farms come from the efficiency with which various practices, methods and enterprises are integrated.
As different decisions have to be taken for profit maximization like input mix and enterprise combination so, it is necessary that knowledge about costs and returns be provided to the farmers. It will help the farmer in choosing the proper combination of enterprises and ensuring the optimum use of resources.
The prosperity lies in harnessing our resources to the maximum extent particularly in the largest segment of economy namely agriculture by pushing forward the production possibility frontier through better use of irrigation water, fertilizer, draught power, improved seed, plant protection measures, management, etc.
The crucial problem facing agriculture is how to increase yield per acre by improving per man efficiency and identifying the factors affecting the development of agriculture within homogeneous and heterogeneous ecological conditions. But should the range of variation be very large is a matter of concern.
Low productivity means fewer earnings, less saving and consequently low level of income, ultimately causing poverty. Should the productivity of such farms be raised to the level of those, which are producing relatively high?
In view of the scarcity of farm land and the limitation of extensive cultivation, the importance of raising productivity may not be underestimated.
Higher rural productivity will lead to faster growth of agriculture, rural employment and funds for industrial development along with providing food to ever increasing population.
However, the productivity gains restricted to big farmers may lead to deterioration of social unrest, income inequalities and political instability. At the same time, increasingly integrated, globalized, and consumer-driven agricultural and food markets require small holders to adapt to a new environment.
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Just consider this: 18,606 big landlords got agricultural credit worth Rs222.7 billion in the last fiscal year. Against this, 1.752 million small farmers got just Rs183.6bn. A little more than 110,000 mid-sized landowners received Rs76.3bn.
Small wonder then that our agriculture sector’s productivity remains wanting on almost all counts.
We must keep in mind that big landlords are defined as those holding more than 50 acres of land in Punjab and Khyber Pakhtunkhwa and over 64 acres of land in Sindh and Balochistan. Small farmers are those who hold up to 12.5 acres in Punjab and KP, up to 16 acres in Sindh and up to 32 acres in Balochistan. Mid-sized landowners of each province fall in between respective provincial categories of small farmers and big landlords.
Small farmers remain neglected and that makes fuller exploitation of growth potential of agriculture all the more difficult.
ARTICLE CONTINUES AFTER AD
The average farm size in Pakistan is 5.6 acres, less than half of what it was back in 1972. This makes it difficult for banks to reach out to the under-served segments of agricultural borrowers
Since the Pakistan Tehreek-i-Insaf (PTI) is in power at the centre and in Punjab and KP, people expect more from it. But other provincial governments will also have to play an active role in setting things right in agriculture.
The plight of small farmers of our country is visible everywhere — in landholding and in the form of bonded farm labour, in access to irrigation water and in access to inputs and markets to name a few. But how banks continue to neglect them in agricultural lending also often comes as a shock for many.
The fact that less than 20,000 big landlords get more bank credit than 1.75m small farmers is often justified on the grounds that financial needs of the farming sector must be seen in the context of the land area.
Naturally, a landlord who controls 50 acres of land needs more finance than a small farmer working on 12.5 acres.
But a 2010 World Bank study reveals that only two per cent farm households control 45pc of farmland and 98pc control the remaining 55pc. This pattern of land holding and the tenure system in Pakistan’s agriculture are just too skewed in favour of big landlords.
As such, it is responsible for many of the problems of small farmers, including their inability to get their due share in irrigation water and, to some extent, bank financing as well.
According to 2010 Census of Agriculture, which is the latest, 75pc of Pakistan’s total farm area belonged to owners whereas the remaining 25pc was cultivated by tenants or owners-cum-tenants. Farmers’ lobbies, such as Sindh Abadgar Board and Pakistan Kissan Ittehad, say that an apparently high percentage of the farmland being controlled by owners does not mean that landless farmers have acquired pieces of land on a large scale over the years. They claim that in most cases it showed the transfer of parts of the land held by big landlords to their younger generation.
This means that the practice of tenure farming or the tilling of land of big landlords by poor farmers of their area still continues on a large scale. Farmers’ lobbies lament that in practice such land tenancy, which should ideally be a decent partnership between owners and tillers of land for a certain period, turns out to be nothing short of poor farmers’ slavery.
Big landlords, particularly those in Punjab and KP, contest this allegation. They say that with the ongoing digitisation of rural land records at a rapid pace in their provinces, anyone can check the genuineness of land titles. Members of the landed gentry argue that with corporate farming now taking root, the so-called enslavement of poor farmers by big landlords holds little truth at least in the case of Punjab. But in smaller provinces, poor farmers continue to receive unfair treatment at the hands of big, politically influential landowners, they admit.
Issues in landholding, tenure farming and genuineness of the titles of farmland are a big reason for low lending to small farmers. Offering collateral-based crop loans to farmers that work on others’ land or jointly own land with unclear ownership titles becomes too difficult for banks.
Regardless of the accuracy of data on agriculture landholding, the breakdown in terms of small, medium and large farms presents another disturbing fact: according to Agriculture Census 2010, 90pc farms are categorised as small, 6pc as medium and only 4pc as large.
A higher percentage of small farms in the country’s total stock of 8.35m farms spread over 55.6 acres means the average size of farmland is quite small. In fact, the average farm size in Pakistan — 5.6 acres as of 2010 — is less than half of what it was back in 1972 — 13.06 acres.
This makes it difficult for banks to reach out to the under-served segments of agricultural borrowers which, in turns, results in poor farm care and little investment in farming innovation.
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