
Class: EDPI II, BAP Semester VI                                                                                                                           GB 

Topic: Land Reforms (this note is an appendage to the reading by Maitreesh Ghatak) 

Reference: Saini, G. R. (1969). Farm size, productivity and returns to scale. Economic and Political 

Weekly, A119-A122. 

The relation between farm size and productivity in Indian agriculture 

One of the key characteristics of the agrarian structure in India is the extant disparity in terms of 

distribution of land. While small peasants have little or no access to landholdings, a major chunk of land 

is held by rich landowners. The equity considerations associated with such skewed distribution made it 

imperative for policy-makers to undertake redistribution of landholdings through land reform 

legislation. Besides this, another argument in favour of land reforms is efficiency. In this context, there is 

a famous debate on the relationship between farm size and productivity and profitability.  The Farm 

Management Studies conducted by the Ministry of Food and Agriculture in the mid-1950s clearly 

revealed that there exists an inverse relation between the two.  

Reasons behind the inverse relation 

1. Differences in the method of cultivation: According to Sen, small farms are characterised by 

peasant family cultivation and large farms by capitalistic cultivation. This implies that the 

cultivation takes place till the point where the marginal product of labour is zero or atleast 

below the wage rate which is due to the relative abundance of family labour. But in capitalistic 

farms, cultivation stops at the point where marginal product is equal to the market wage. 

Hence, small farms are more productive. However, this argument holds true only if the 

opportunity cost of family labour is very low, i.e., the peasant family labour cannot necessarily 

find alternative employment at the given wage rate. 

2. Fertility of soil: A. M. Khusro asserts that smaller farms are more fertile in comparison to larger 

farms. This fertility difference is created through distress sales in which poor quality land is sold 

and better quality land is retained. 

3. Conspicuous consumption: Large farms contain an element of conspicuous consumption. The 

possession of land itself (regardless of the quality) confers status and emotional contentment on 

large landowners. Further, it is economically profitable to purchase lower quality land from the 

market. 



4. Cropping intensity: Cropping intensity in small farms is higher compared to large farms. This 

means that the number of crops grown in large farms is less than that of the small farms. 

Moreover, big farmers have multiplicity of channels for profit making (such as cultivation 

through hired labour, money lending, trading foodgrains), whereas small farmers grow more 

crops throughout the year. 

5. Intensive cultivation: Small farmers tend to use inputs like labour, more intensively and 

efficiently because they operate very close to subsistence level. In contrast, large farms have the 

ability to absorb supply shocks in case of crop failure. Consequently, small farms maximize total 

output and large farms maximize profits. This is illustrated in figure 1. 
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The large farm will produce an output     , where the difference between the total revenue 

(TR) and total cost (TC) is maximum (shown by the parallel tangents at points A and B). On the 

contrary, the small farm produces      level of output, which is higher than that of the large 

farm, by maximising production per acre of land. 

6. Tenurial disincentives: Large farms use tenants and sharecroppers for production. But given a 

large number of tenurial disincentives (such as uncertainty, absence of legal protection, 

unreasonable sharing rules) the proclivity to put in more effort decreases. This problem 

becomes more acute due to fragmentation of land and inadequate managerial ability of large 

farmers.  


