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Abgract

Rebuting Theodore W. Schultz's assertions that amdl famers are rationd, low income countries
saddled with traditiond agriculture have not the problem of many famers leaving agriculture for
nonfarm jobs, part-time faming is efficient, and economies of scde have no logicd bass and not
dood the tes of time this paper presents that in (1) the low income countries ill saddled with
traditiond agriculture, (2) the low income countries developing towards the high income economy,
and (3) the high income countries, numerous dble-bodied pattime and absent famers earning
higher offfam income tend to under-utilize or idle smdl (and often fragmented) farms without
«ling or leesng them to fulltime farmers to achieve economies of scade which do have logicd
bass and sood the test of empirica findings, and indicates thet this is a global problem unresolved
under private land ownership in both developing and developed countries. Thus smdl famers in so
doing are not S0 rationd to the societd and their own fundamentd interests. The paper dso shows
that in Central-Eastern Europe and Central Asia under private land ownership or possesson many
famers voluntaily reman in colective land operdtion which perpeluaies the low individud
incentives. The peper further andyses the dilemmas the EU has been facing in resolving food
overproduction, reducing trade-digtorting agriculturd  subsdies and tariffs keeping sdf-sufficiency,
retaning smdl famers in agriculture while drergthening large farmers, and efficient land use; and
the crucid imperfections in the EU enlargement process. The paper thus proposes possible solutions
on how to protect private land ownership, while trandering unde-utilized land to full-time
farmers;, prevent the high codts of the traditiona land consolidation, but ill reaching its ams, keep
pat-time smdl fames in agiculture, meanwhile bolgering full-time lage fames avoid
collective land operaion, in the meattime bendfiting from coollective sarvices boosting EU
enlagement but not adding burdens on the EU; retan non-cered agriculture on ecologicdly
sengtive land, & the same time improving the environment and precluding food overproduction;
reduce trade-digorting agriculturd subddies and high taiffs wherees meking full-time farmers
viable and competitive; and promote off-farm activities, for the meantime reinforcing agriculture,
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|. Schultz's Assertions and the Global Reality

In Transforming Traditional Agriculture [1964] (reprinted in 1983 without changing views) which
won the 1979 Nobd Economics Prize, "Schultz makes the very important point that farmers in low
income countries are rationd and make effective use of their resources. They are poor because their
resources are very limited and because the knowledge is not avalable that would permit them to
produce the same output with fewer resources or a larger output from the same resources. If this
seems like a commonplace ides, it is so because of the writings of T. W. Schultz.' (Johnson in Schultz
[1964] 1983: back cover)

But here the low income countries are shut to the high wage Sage or high income economy,
as Schultz daifies ([1964] 1983: 34, 11, 15): Farming based whally upon the kinds of factors of
production that have been used by famers for generaions can be cdled traditiond agriculture’ "A
mgor new problem has arisen in a number of high income countries in which the agriculturd sector
has been mogt successful in adopting and using modern factors of production. It is the problem of
adapting agriculture with its high raie of increase in labor productivity to a high income economy in
which the demand for farm products is of dow growth. It becomes an acute problem when the labor
force required for farming begins to decline a a substantid rate and many of the farm people . . .
leave agriculture . . . for nonfam jobs. ‘But countries gill saddled with traditiond agriculture are
not up agang this paticular problem. Thus, he puts adde the issue of ‘the adaptation of the
agricultura sector to growth in high income countries.

This paper, however, reveds that a leest from the mid-1950s on, the low income countries
dill saddled with traditiond agriculture have been increesngly open to the high income economy, as
amdl pessants there would migrate to those rurd aress which have entered the high wage stage, cities
and abroad to earn higher income as pattime and absent farmers, thus dso are up agang the
paticular problem of adapting the agriculturd sector to a high income economy. (It would be more
gopropriate to cal absent farmers as nomind farmers since an absentee from faming is not a red
famer. They are cdled 0 just in order to reflect their psychology of not a@andoning the title of
farmers so asto return to faaming once having logt off-farm jobs)

For example, dthough prewar Japan in East Asa was developed, its indudtrigization was
based on its import of foods from, and export of indusriad goods to, colonies Its agriculture was
relatively stagnant. (Oshima 1987: 39, 109). After WWII (World War 1), of al fam households its
full-time households accounted for 50% in 1950, 34.8% in 1955, 33.7% in 1960, and 20.5% in 1965;
and of totd farm household populaion, persons engaged mainly in faming (both those engaged
exdusvdy in faming and those engaged in farming for more days then in other jobs) took 53.2% in
1955, 42.3% in 1960, and 383% in 1965 (JSY 1977. 100; 1981: 109, 113). Schultz ([1964] 1983
18) d=0 cites that in Northwest Europe (Austria, Belgium, Denmark, France, West Germany,
Ireland, the Netherlands, Norway, Sweden, and the UK) employment in agriculture dedined
over one-fifth during 1950-59.

How then about the low income countries which are open to the high income economy?
Schultz ([1964] 1983 124) dams tha ‘in communities where nearby off-fam jobs are readily
avalable on both a pattime bads and a full-time bass the contributions of a human agent become
divigble and part-time farming becomes possible; and it can be efficient.

But this paper presents a redity as contrary to Schultz's assartion. From naturd, economic and
technologicd point of view, when there are few off-faam activities, the rurd deveopment is a the
low income economy or low wage dage, and pessants have to rdy on agriculture. As population
grows, they have to redam uncultivated normd land, then ecologicdly senstive (or margind) land
(steep hill, wet, ine, sandy land, etc) for food. As rdaively eeslly reclamable land diminishes
shortage of land would appear, land rent rises as many tenants would compete for land.

From inditutiond point of view, under the feudd system, a few landlords own large aress of
land, while most pessants own little and have to be ether tenants or wage laborers. Under the



centrdly planned economy, land is publidy owned and collectivdy operated. Both sysems could
not arouse enough farmer's individud incentives for production. Hence the land tenure reform for
equitable individud owneship or individud possesson under public ownership of land, which
usudly digributes land to families with a combination of good, bad, remote and nearby parces
resllting in fragmented smdl individud fams The individud fams could rase incentives of
fameas (privaie landowners, or individud holders of public land) for production, incresse
productivity and release surplus peasants from agriculture.

However, cereds (and many other agriculturd products) have a low dadicity in
consumption [keeping in mind thet certain specid products (fruits, wine, ham, fish, and even a few
careds, etc) may only be produced in some specid locdities and may have a higher dadticity].
After people become richer, they tend to consume less of them, but they could not abandon them.
Therefore the fulltime (or active) famers income would be lowered in comparison with that of
off-farm workers, which would induce many able-bodied peasants to seek off-fam income. As the
rurd devdopment enters the high income economy o high wage stage, and labor becomes more
expendve than large mechinery, it would be necessary for the remaning full-time farmers to
acquire more land, use large machinery, achieve economies of scade, reduce costs, and be viable and
competitive, if the parttime and absent farmers could sdl or lease ther under-utilized or ided land
to them.

But a globd problem is that in (1) the low income countries Hill saddled with traditiond
agriculture, (2) the low income countries developing towards the high income economy, and (3) the
high income countries, even though land property rights have been wel defined and redrictions on
land sde or lease have been removed, may dde-bodied part-time and aosent smdl farmers earning
higher offfam income dill inefficently hold (i.e, unde-utilize or ide) land, without much
incentive to sl it, in order to kegp security (s0 that they could return to farming once having lost
offfam jobs), and enjoy the rurd environment (for a more naurd, primitive, less polluted and
vecationd living). The modern rurd fadlities gmilar to those in dties (car, bus train, dectricity,
gas, refrigerator, tap water, washing machine, televison, telephone, fax, computer, Internet, etc.)
have made living in the rurd aress convenient. They do not have much incentive to lease it dther,
due to low rent (the full-time faimers could not pay high rent because the revenue from production
of cereds and many other agriculturd goods would not be high), avoidance of possble misuse by
tenants (who may apply much chemicd fertilizer in order to gain a short-term high output), jeslousy
in preverting neighbors from progpering, and sHf-use for family consumption and hobby. The
higher off-farm income has made the pattime and absent farmers unnecessary to ether sl or
leese ther land. These are the mgor reasons why the free market mechanism itsdf could not
efectivdy lead the able-bodied part-time and absent farmers to trandfer ther inefficiently used land
to the fulltime famers. Actudly, the higher the off-farm income, and the more dtable the off-farm
jobs the part-time and absent farmers have obtained, the less incetive they would have in sdling or
leesng their land. The land under-utilization and idling by pattime and absent farmers tend to be
year-around, rather than seasond.

This behavior may be partly seen as out of their rationa concern over their direct interests in
security. Thus if the parttime and absent farmers could be guaranteed with a back-up besc socid
wefare and provided with gppropriate remuneration, then some of them (especidly old ones who tend
to cary out much less fam or off-farm activities and wish to earn some rent) would be willing to
trander ther inefficiently held land in various suitable fams to the full-time farmers for effective use,
yet others (particularly able-bodied ones) would il be unwilling to do s0. As a reault, the remaining
ful-time smdl fames lagdy nonviable as the economy develops into the high wage stage, could
not easly get the resources inefficiently held by the part-time and absent smdl farmers for effective
use, dthough the knowledge and other conditions are avaldble to both the full-time, and part-time and
absent smdl farmers that would permit them to produce the same output with fewer resources or a
larger output from the same resources It is important to notice that even if such knowledge is



avaladle, the part-time and absent famers may not have enough time to learn and apply it, especidly
the modern scientific knowledge. They may not have enough energy to take care of their idled land.
Nationd food security could only be kept a the subsgence leve or could not even be maintaned
without huge government subsidies. Budget burden, food shortage, unnecessary food import, higher
domedic and internationd prices of agriculturd goods, atificdd food overproduction, land under-
utilizetion or idleness, wade of other resources, soil degradaion, environmenta deterioretion, etc.
would aso be incurred. Therefore a least some of the part-time and absent smdl famers are not so
rational to the society's and their own fundamenta interests, even if they may be rationd enough to
their egoig and superficid interests. Similarly, part-time faming, if only on some of the family land
to cater sdlf-consumption, could be regarded as efficient. But if it is maintained dso on the rest of the
land which could have been trandeared to the full-time famers for more effective use while not
affecting the sdf-consumption of the part-time farmers, it is not so efficient. In fact, the inefficient
land-holding by pattime and absent smdl fames has made maket mechanism unfunctionable
(Zhou 2001: 28)

Japan provides a typicd example. The Japanese modd of rurd development begen by a land
reform for individud ownership in 1946-50 with protection of tenants from eviction, low land rent,
and land-holding celing of 3 ha in order to prevent the revivd of feudd landiordism through land
repurchesing. It brought in huge incentives to peasants for production, but dso mantained numerous
fragmented smdl fams. Meanwhile nationd rurd cooperdives were set up to provide overdl
savices to family fams. Through construdtion of rural infrastructure, higher yielding and multiple
cropping of rice and other cereals, diversified cropping and non-crop agriculture, off-farm employ-
ment, and peasant migration to cities and work in town and village firms, full employment was
redized and wages rose, which led to agricultural nechanization with small machinery. In 1960, rice
«df-aufficency was attained, the firg trandtion (agriculture to industry) completed, labor shortages
gopeared, and the second trangtion (indudry to services) dtarted. However, even though the land
holding celing was rdaxed in 1962, land rent control removed in 1970, and landlords were dlowed to
retrieve land after long-term lease in 1970 and after short-term lease in 1980, the inefficient land-
holding by part-time and absent small landowners has perpetuated the fragmented small farms as the
remaning obstade gill unresolved to sudtainable rurd devdopment. In order to be viable and gain
higher incomes, farmers and cooperatives lobbied for government protection of rice production. The
ruling paty yieded, fearing the loss of votes Thus cods and prices of rice rose wel above the
prevaling internationd levels. The government subsidies to farmers resulted in mgor budget deficits.
Rice import prohibition during 1961-93 caused internationd protests. Following a naturd dissster and
loss of rice sdf-aufficiency in 1993, snce 1994, chegp rice has had to be imported, and rice sdf-
aufficiency restored by continuous subsdies. In fact, dating from 1960, except for rice and whae,
dl the foods have been under-sdf-auffident, while much land is under-utilized or ided. (Zhou
200L: 123-46)

In East Ada the Japanese modd was just repeasted by Taiwan Province of China in the
1970s and South Korea in the 1980s (Hayami & Yameda 1991: 7). During 1978-83, mainland
China contrected village collectively owned land to households for individud operaion, which
aoused pessants  incentives for production and rdleased surplus labor to off-farm activities. Thus at
the beginning of the 1980s land under-utilization and iding by pat-time and absent farmers have
a0 appeared. (Zhou 2001 Chapter 6)

Although Malaysa, Thailand, Indonesa and the Philippines in Southeast Asa;
Bangladesh, India, Pakisan, and Sri Lanka; and Bhutan and Nepal in South Asa are generdly
a the ealir phases of the Jgpanese modd, inefficent land-holding by pattime and absent
landowners have dready appeared, dthough to different extent, as rurd labor force has been induced
to abandon agriculture to go to dities In those rurd areas where many peasants gill rely on land for
subsgence, there are dso landowners who hold land without leesing it. (Zhou 2001 184-7). For
example, India has not yet got rid of mass povety and hunger in the rurd arees. “The government



has now embarked upon an ambitious target of doubling food production and meking India hunger-
free in 10 years. But even 0, lage amount of land is idled by absent landowners who have no
intertion of renting it out. (Kanda 1998: 2, 7). According to Chakrabarti (2001), the problem has
been aggravated in many developing countries since the lae 1990s as the WTO free agriculturd
trade agreement has made ther agriculture more unprofitable and compelled more famers to seek
off-farm income while idling land (eg., in Indig), in front of the heavily subddized exports and high
taiffs of the deveoped countries. Cambodia, Laos and Vietnam in Southeest Ada have
trandformed the former public land ownership under the centrdly planned economy into a nomind
sate - but de facto private - land ownership, i.e, the state-owned land was possessed by households
permanently and the possession could be sold, and in Cambodia the residentid land became privatdy
owned and sdable This has resulted in both newly landless and inefficient land-holding. (Zhou 2001:
Chapter 8). The generd dtudion in Southeest Asa is summarized in the "Cal for Papers by the
Internationd  Symposum (811 January 2002 in Thaland) "Sudaning Food Security and Managing
Naurd Resources in Southeast Asia - Chdlenges for the 21" Century’: “The dynamic economic
and demogrgphic devdopment in meny regions of Southeest Ada has brought about fundamenta
changes for rurd aress and the agriculturd sector. Rapid populaion growth, urbanization and
increesing purchesing power of populdions in more devdoped regions through indudridization
induce changes in the quantity, qudity and dructure of food consumption. At the same time income
diparities between urban centers and rurd areas and among socid/ethnic groups have risen. These
developments tend to result in an overexploitation and degradation of naturd resources, decreasng
agriculturd  productivity and thus risks of rurd livdihoods Migration into urban centers and
further encroachment of agriculture into margind aess are on the rise cregting a vicious cirdle of
increasing poverty and destruction of natura resources!’

In Lebanon and Yemen of West Asia, according to Owaygen (2002) and Destremau (2001)
respectively, land is privatdy owned, and many ade-bodied mde pat-time and asent famers
went to earn higher income in cities or aoroad, while leaving women to cultivate, hence land under-
utilization. Land idling is dso serious

In Latin America, populaion living in the countrysde dropped from 58% in 1950 to 25%
in 1995 (Abramovay [1996] 1997: 56). In Mexico of North Latin America, in the 20" century,
‘rurd aress across the heartland have been sustained by’, “or thrived on, the earnings of men and
women who temporarily migraed to the USA for work. Farmers in many parts of Centrd Mexico
mede temporary forays up North and used the money they earned to mantain their families back
home’ "If the migrants were relocating to Mexican dities, rather than the USA, the abandonment of
vilages . . . would seem litte more than an inevitable progresson because dedining federd
agriculturd subsidies have made it had for the faming industry to support large numbers of smdl
gowes But migrdion is a multi-hllion-dollar venture for Mexico. Emigrants send home an
edimated $6.3 hillion each year. Tha money — the naion’s third largest source of income behind
ol ad touism — has not only provided rdaives with money for food, dothing and medicne
Migrants dso pooled ther money and filled in for drapped or corrupt loca governments by
supporting  public works projects tha ranged from paving dregts and inddling portable water
systems to refurbishing churches and furnishing dassrooms with computers.” (Thompson 2001: 2)

"At the turn of a new century, however’, as the USA increased border control and made
illegd crossngs more difficult, ‘permanent emigration has squeezed parts of Mexico's rurd core to
the verge of extinction. Officids in Michoacan State reported that the number of migrants leaving
for the USA had increassed to some 50,000 people each year. About hdf of them move permanently
to the USA, and more Michoacanos currently live in Cdifornig, lllinois and Texas then in their
homdand. In village Casa Blanca, the families — usudly fathers firdt, followed years later by ther
wives and children — have been swept North by the desperate torrent that carries floods of
immigrants to the USA, leaving widening sweths of Centrd Mexico abandoned. In the 1990s, most
of the 5800 people once living in Casa Blanca have moved to Tulsa, Oklahoma Fewer than 2,500



reman, and many of them have begun refering to this desart village as a ghogt town. "Migraion
experts worry tha having entire families and villages trangplanted North of the border could pose
serious economic consequences  because incentives to send money home could wane’ Thus while
Presdent Vincente Fox "has been a vocd advocate for making the USMexican border more open
to the free flow of Mexican workers, he has dso said that he ams to carry out projects that would
help lift rurd aress out of poverty to encourage more Mexicans to Say home.” In the week of 11-15
June 2001, "he inaugurated a microlending program amed a supporting homespun busneses in
the poorest regions of the country. But of the 2,000 people who lived in the Michoacan village of
Huacao 10 years ago, only 400 reman — nearly dl of them are women, children too young to trek
across the border or dderly people who fed too weary.” (Thompson 2001: 2)

In Brazl of South Latin America, there has been a bimoda of large land estates and small
farms. During 1972-96, those larger than 1,000 ha have reduced from 48.3% to 45.1%, while those
gndler than 100 ha increesed from 164% to 20.4%, owing to the ongoing land reform (OECD
1999-7: 21). But Abramovay [1996] (1997: 623) reveds tha "An FAO team noted that the most
recent rurd exodus a lesst in the regions where family farming has a dgnificant weight, mainly
afects young people This poses very serious successon problems dthough | have found no
university reseerch on this problem in Brazil. Howvever, this is a subject which provokes increesing
concarn in the socid movement, as it questions the ability of family farming to reproduce itsdf. This
theme deserves much more attention from the researchers and internationd organizetions deding with
rurd devdopment” Moreover, in the regions where family faming dominates “sdf-employed
professonds who live in towns often buy land from farmers in difficulty or from aged famers” The
Sate authorities of Santa Caarina were thus worried by not only ‘the prospect of a rurd exodus
involving young people but dso ‘the dedtructive effect on rurd communities of the systemdic
buying of lands by people who were not going to live on them (doctors, lawyers, €tc.).

In Egypt of North Africa, according to E-Ghonemy ([1996] 1997: 183-6), the rurd aress
ae dill less devdoped and agriculture largdy remans traditiond as ‘the poor ae absolutdy
dependent on public services, 'smply because they do not have the means to acquire literacy, good
hedth, adequate nutritiond <Standards or irrigation facilities through the private sector’. However,
there has been a shift from antipoverty and equditarian drategies towards economic growth and
trade liberdization snce 1985 as prompted by the World Bank and IMF. The 1952 land reform law
of protecting tenants from eviction and guaranteeing a low level of land rent as seven times the land
tax was repeded by the 1993 law which permitted the land rent to be determined by the market
forces from 1996-97 on. As a realt, the production cogs of smdl farmers increased, many
landowners recovered land from numerous tenants who in turn became dependent on being hired as
fam workers, their red wages declined, and land rent rose sharply. The share of smdl landowners
of less than 2 ha decreased, while that of medium landowners of 1020 ha increased. But the free
market mechanism has not led to efficient land use waste of cultivated land became 0 serious that
the Vice Prime Miniger and Miniger of Agriculture, Livestock, Fisheries and Land Reclamation
Yousuf Amin Wdi had to dedare on 6 April 1998 that iding and wading cultiveted land was
illegd, and each province had the power to sop such behavior by adminigrative means (XHNA
1998).

In Madagascar, Maawi, ad Mauritius of Southeast Africa according to
Razafindravonona (2001), Thangata (2002) and Bhukuth (2001) respectively, land under-utilization
andidling by part-time and absent private landowners are serious.

In the 11 countries of Benin, Burkina Faso, Ghana, Guinea, Guinea Bissau, Ivory Coadt,
Mali, Niger, Nigeria, Senegal, and Togo of West Africa, anchocerciass (river blindness) has been
conddered as one of the causes for depopulation and emigraion from the ORZs (Onchocerciasis
Reference Zones) during the 1960s-70s, which led the vdleys to be abandoned. The OCP
(Onchocerciasis Control Program) launched in 1974 by the World Bank, WHO, UNDP, FAO, €c.,
gradudly widened its covering aea, and findly turned the ORZs into OFZs (Onchocerciass Freed



Zones) in 1991. As a result of the OCP and other development programs, the OFZs and notebly the
valeyswere repopulated in the mid-1980s. (CICRED 1999: 3, 29, 46, 111-5)

In the latter hdf of the 1990s FAO organized a research in nine of these countries (without
Guinea Bissau and Nigeria). The research finds that the land tenure sysem before the abandonment
and after the recovery has dways been in various forms of communad ownership, under the control
of the tribes/lineages dders. The new settlers, coming fran different parts, are tenants to farm (except
to cut or plant trees, which is the privilege of traditiond land owners), without any ownership rights
They may be requested to quit after each crop season. (Ciparisse 25 February 2002). However, “in
some cases, dders have sold pieces of land with or without the agreement of their lineege, to settlers,
mainly due to the necessty/posshility of easy money gain for the dder owners increesed feding that
who directly farms could progressvely acquire some de facto permanent rights on the piece of land
where he/she stled; and locd marriages (Ciparisse 13 March 2002). Thus, “an increasing proportion
of young people were able to seitle as sharecroppers and later as landowners in the pioneer settlements
in the Centrd-Western and South-Western parts of Ivory Coas” (CICRED 1999: 96-7) and "An
increesng number of outsders have taken advantage of podtion or wedth and tried to acquire and
purchase plots of land, thus increesng the trend towards an individualization of rights which directly
menaces the traditiond common system of access to land and resources by the group’ (Ciparisse
2001).

“The unit engaged in agricultura production and commerddization is the househald', as “smadl
holders. The new settlers have been carying out traditional agriculture, as “agriculture is not
mechanized', and "The prevaling production sysem is based on the principle of the extensve land
occupation. The sysem, of course, is highly dependent on labor and incorporates few commercid
inputs. Moreover, it presents the disadvantege of low yidds per unit of cultivated aress snce an
increese in production depends more on extending the cultivated areas than on any red trangtion
towards intendve production. This is egpecially the case in food producing areas’” CICRED 1999: 1X,
86, 92, 96, 104)

‘Mogt of the rurd aess of Sub-Saharan Africa ae currently undergoing the highest
population growth in the higory. At the same time, migrations have increesed and diversfied” The
Onchocerciasis-Freed Zones in West Africa are a good example of this type since they are not yet
densdy populated. They ae expaiencing high immigraion flows. "The mogt innovaive
information emerging from this research turned out to be the high degee of mohbility of the young
adults whose families had sdtled in the OCP vdleys. "Ther young populaions continue to
emigrate to the capitds, towns, ‘or to Europe’ 'If the ways in which the vdleys ae beng
repopulated were to continue as they are today, this would lead to an increase in the proportion of
women and children in the agriculturd work force with consequent dedine in  production
capacities” (CICRED 1999: VIII-IX, 11)

One may think that under the circumdances that land is abundant (athough generdly of
rddivey poor fetility), if longterm leasing could be asured to the mde adults, they would be
willing to reman in agriculture (Ciparisse 2002). Of course, long-term leesing would be conducive,
but not an asolute condition, for them to do so. For example in both China and the USA,
renewable annud leesng hes functioned wdl (Zhou 2001 23941, 376-7). Even in the OCP
valeys the fact that the wives and children could remain in agriculture shows that mae adults were
not angled out for eviction and could reman as wdl. Indeed, there are family units composed of
severd members and managed by a man (CICRED 1999: 86). Thus the more fundamenta reason
why many mae adults have Ieft farming is that off-farm activities are more profitable.

One could see that dthough in the latter haf of the 1990s, the OFZs had not yet been fully
sttled, and land was 4ill available for those who wish to cultivate more land and new immigrants,
land under-utilization by pat-time famers has dready hagppened. It could be expected that once the
vadleys have been fully settled, inefficient land-hdding by pat-time and dbsent farmers might make



land unavalable to full-time farmers who wish to carry out modern agriculture, incresse farm Size,
use large machinery, and reduce codts, or even just maintain traditiond agriculture.

CEECs (Centrd and Eastern European countries - 15 in totd) and CIS (Commonwedth of
Independent States — 12 in whale), since the early 1990s have implemented land privatization or
fam regructuring manly by (1) reditution of land to former private owners, and (2) didribution of
individud land (and asst) shares for private ownership or private possesson in public ownership to
farm members. Individud land owners or possessors then had the choice to ether sst up individud
fams, or reman in the collectivdly operaied large fams In Poland and former Yugodavia, about
80% of agriculturd land has dways remained a private land ownership after WWII. As a result, on
one haw, in domain 1 (individud fams), numerous dble-bodied pattime and absent famers
eaning higher off-faam income tend to hold fragmented smdl fams in ingfficient use without
«ling or leesng them to fulltime famers (mogt land rented out is from the governments, some
cty dwdles who were redituted land but only till a smdl pat for subsstence due to lacking
experience and capitd to edablish ther own fams, and some old pessants). Able-bodied part-time
and asent individud landowners have leased out little land to the individud full-time farmers
Land market has not been activated by the free market mechanism. The remaining full-time farmers
could not easly increase fam dze or receive necesssty community services These were the
findings of the World Bank, OECD, and IAMO (Inditute for Agriculture in Centrd and Eagern
Europein Hale, Garmany) during 1995-2000 (Zhou 2001: 414-25).

On the other, there are Hill collectively operated large fams which operate ether publicly
owvned land or gathered private land @omain 2). Under private land ownership, those part-time and
absent landowners who gill wish to earn some rent are generdly more willing to lease land to them
then to individud full-time farmers because they possess more facilities and provide more sarvices.
Thus some landowners (manly in CEECs) who have got physcad pacds (which ae typicdly
fragmented as a combination of good, bad, nearby and digant parceds for reaching equity among
landowners) rented them back to a lage fam, while other landowners (chiefly in CIS) have
obtained pgper shares from a large fam and only upon quitting can they be given physcd parcds
(which are usudly dso fragmented for equity reesons). The large fam has digtributed the publicly
ovned land or gahered private land to groups of employees for operation (collective operation of
dther public or private land), which, dthough bendfiting from collective hdp, is a continuation of
the operaiion sysem under the former centrdly planned economy (collective operation of public
land) and keegps the individud incentives low. Such collectivdly operaied large fams (typicdly in
the CIS) usudly dso give smdl household plots to members for individud operation (which proves
effident, showing the posshility of successful family operation upon larger land if collective hdp is
provided). (Zhou 2001 408-12). The percentage of collective faming (as opposte to individud
farming) is presented in Table 1.

The CEEC candidates of the EU have given trade-digorting agriculturd subsidies a a higher
levd (around 20%) than the WTO gandards (10% of the totad vadue of production for a deveoping
country and 5% for a developed one). Once admitted to the EU, they would have to be provided with
an even higher levd which the EU currently bears (about 50%, see Table 2) and wants to reduce but
has encountered the resstance of its own farmers out of their vested interests. If the EU provided less
subgdies to them than to the current member dates, they would regard it as discrimingtion and would
not agree. Thus the EU 4ill cannot afford to admit any CEEC candidates after so many years of
negotiations, and EU enlargement isimpeded.

In the United States smdl famers have been being crowded out of agriculture by large
famers and ther number has been declining ever snce 1935. But the development in recent
decades of off-fam employment pursued as subordinate to the lossmaking indegpendent smdl
faming hes reaulted in inefficient land-holding by able-bodied part-time and absent smdl farmers.
This has indeed dowed the process of amdl famers exiting farming, but not hdted it. In order not
to be squeezed out of agriculture, the part-time and aosent smal farmers could raise their income by



Table 1 Percentage of Agriculturd Land under Collective Farming in
15 CEECs and 12 CIS Countries 1995-99

CEECs(* EU candidates) CIS
1. Sovekia* 84 (1999 1. Turkmenistan 92 (1995)
2.CzechR.* 77 (199%) 2. Russa 91 (1997)
3. Bulgaia* 48 (95/96) 3. Kazakhgtan 83 (1997)
4. Hungary * 404 (2000) 4. Uzbekigtan 86 (199%)
5. Edonia* 37 (1997) 5. Moldova 85 (1995)
6. Lithuania* 33 (19%) 6. Ukraine 85 (1995)
7. Romania* 33(1997) 7. Bdaus 84 (1999
8. Crodia 26 (199 8. Azerbaijan 77 (01.199%)
9. Poland * 18 (199%) 9. Kyrgyzgtan 76 (1995)
10. Bosnia & Herzegovina 6(1997) 10. Georgia <10(1996)
11. Latvia* 5 (1997) 11. Armenia 0(1997)
12. Sovenia* 4 (1997) 12. Tgikigan n.a
13. Albenia 0(9%/97)
14. Macedonia Smilarto 8, 10, 12
15. Yugodavia Smilarto 8, 10, 12

Sources Hungary: CSO-HU 2001. Sovakia MOA-SK 2000. Others Zhou 2001: Chapter 11.

Table 2 Producer Support Estimate (PSE) * of the EU and Eight CEEC Candidates 1995-99
(Percentage in the Vdue of Production)

1995 1996 1997 1998 1999

EU-15 41 35 38 45 49°
CzechR. 12 13 9 21 25°
Estonia 0 7 5 19° 15°¢
Hungary 14 9 7 13 20°
Lavia 5 3 4 17°P 18°
Lithuenia 1 5 7 20° 21°
Poland 18 23 2 23 2P
Romania 10 12 3 5P 20°
Sovekia 18 11 13 26° 25°

* PSE is equivaent to the trade-distorting agriculturd subsdies.

p- Provisond.

e- Egimate.

Source: OECD 2000: 25, 101-2.

leesing out a leest a pat of lad to other famers to increase fam sze, or they themsdves could
leese in land to become large famers, forming pat ownership. Indeed some smdl famers
induding African Americans who are the weskes of this group, have succeeded in becoming
competitve large farmers by renting in a pat of land. But in generd only od and femde amdl
famers are willing to lease land out. Even the US Depatment of Agriculture which has been trying
to hdp smdl famers to acquire land and increese fam sSze, has duck to the way for them to
purchase land, and neglected to promote leasng. (Zhou 2001: 31332, 370-84). This phenomenon
adso exigsin Canada and the EU to some extent (Zhou 2001: 397-8).

The above examples have shown that land under-utilization and iding by part-time and absent
famers ae indeed a globd problem under both private and public land ownership and with both
traditiond and modern agriculture. Schultz might be excused for being unaware of it in 1964 when he
published his book. But how could he be pardoned for reprinting it without changing views in 1983,



10

when this problem had become serious & least in Japan, Taiwan Province of China, South Korea, and
mainland China and widdy reported?

Schultz ([1964] 1983 9-10) dso cdams that the tenet that the cogts of agriculturd products
fdl as the sze of the production unit in agriculture increeses has 'no logicd bess. But even he
himsdf ([1964] 1983 122-3) has admitted that "Where human effort (labor) is chegp reative to the
price of other agriculturd factors, a one-man (or family) fam may be efficient with a smdl garden
type tractor; on the other hand, where human effort is relatively dear, a one-man fam may be efficient
with a combinaion of two or even three tractors that differ in $ze and type' However, "It requires
very specid conditions for a fleet of big tractors to be efficient, conditions which in fact rardy exist.
Apparently, large fam dSze is such a condition. But the rare exisence of such conditions does not
mean that this tenet has "no logica basis. Actudly, in "a high income economy in which the demand
for faam products is of dow growth’, and “the labor force required for farming begins to decline a a
subgtantia rate and many of the farm people . . . leave agriculture . . . for nonfam jobs (Schultz
[1964] 1983: 11, 15), increee of fam dze of the remaning fulltime farmers would dreedy be
logicdly possble, and could be redized if the inefficent land-hdding by the pat-time and absent
and| farmers could be overcome.

Schultz ([1964] 1983: 910, 17-8) further declares that this tenet has not "stood the test of time
and “empirica findings. His empiricad findings are that large-scde farming did not play a role in the
excdlent growth of agriculturd praduction during 1952-59 in Western Europe, which was an “old,
crowded workshop with a populatiion dendgty much grester than Adds. However, the fragmented
gndl fams were efficient in a low wage economy when there was little off-farm employment and
labor was chegper than large machinery, such as in some Western European countries and Japan
during the recovery period after WWII and China during the initid reform period (1978 - mid-1980s).
But in a high wage economy when large amount of labor has been absorbed by off-fam activities,
and large machinery has thus become chegper than labor, that tenet would function, as evidenced by
Jgpan, Ching, USA, Canada, Audrdia, EU, and some CEECs and CIS countries (Zhou 2001: 128-31,
200-77, 344-52, 378-80, 397-8, 416-9). Therefore, unfortunatdy, it would be Schultzs faith that hes
not “stood the test of time and “empirica findings in the high income economy.

Thus the author's book (Zhou 2001) may be the first in literature to chdlenge Schultz's
asations by indcating with abundant evidences that land unde-utilization and iding by pattime
and absent famers ae a globd trend and worldwide problem under both privaie and public land
ovngship and with both tradiiond and modern agriculture, systematicdly andyzing it, ad
uggedting to edablish proper land tenure sysems in variable mixed economies to overcome the
falure of the free market mechanism and effect the trandfer of the land inefficiently held by part-time
and absent farmers to full-time ones,

But the author's view does not as yet seem like a commonplace idea. For example, the usud
beief is that free market forces could effect the trander of land inefficiently hed by the part-time
and absent farmers to full-time farmers: "Once land has been alocated to individuds through the
various processes of reditution and didribution, the new owners may immediatdly sense a need for
adjugment of ther holdings Some landowners have no indination to fam their land: they are too
old, too fral, have better jobs outdde agriculture, or do not have suffident knowledge to become
successful farmers. The optima course of action for these landowners may be to get rid of their land.
Other individuds, who know how to fam effidently, may wish to increase thar holdings in order to
achieve higher earnings and greater welfare The optima course of action for these individuds is to
acquire more land. The land market provides a medting place where both groups of agents may enter
into agppropricte transactions for adjustment of land-holdings through trandfer of ownership rights
(buying and dling of land) or use rights (leesng of land). (Lerman April 1999: 20). In the above-
mentioned  Internationa Symposum (811 Januay 2002 in Thaland) "Sustaining Food  Secuity
and Managing Naturd Resources in Southesst Asia - Chdlenges for the 21% Century’, a noted
Southeast Asan economist stated to the author that whatever peasants do, they are correct and have
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good ressons. Apparently he was deeply influenced by Schultz. Thus the publisher Edward Elgar
(1997) judges the author's book (Zhou 2001) as "will make a dgnificant contribution to an important
but rather neglected ared. In fact, before the publication, its four components had dready been
published by FAO, one by USDA, and four by CABI, and various pats had been accepted by
international conferences (eg., by USDA in the USA, WIDER of the UN Universty in Finland, and
those held in Bulgaria, France, Greece, Hungary, Itay, Morocco, the Netherlands, Norway, Russa,
Sovenia, Spain, and UK). The book hes received pogtive reviews in CABI (WAERSA 2001; RDA
2001), Journal of Economic Literature (2002) and Agricultural Economics (Wundelich 2001
forthcoming).

I1. Seeking Possible Solutionsunder Private Land Ownership

It is wdl known that China has succeeded in agriculturd reform immediady in 1978 when it was
dated and continuoudy since then. In Ching, private land ownership is not dlowed. Land remans
under ather the dtate ownership (for urban land) or village collective ownership (for rurd land).
The village collectivdly owned land has been contracted for 30 years (renewable) to households
(intidly fragmented and smdl for eguity reasons) as the badc level of operaion (some village
resrve land could be for short-term leese), hence aousng peessants individud incentives for
production, while the village provides generd management and services The contracted land
canot be sold by the holders, thus avoiding newly landless such as in Cambodia, Laos, Vietnam,
CEECs and CIS. But it can be sublet, creating a land use market. The effective ways to overcome
the ineffident holding of fragmented smdl fams by pattime and absent farmers have adso been
found. If, within the contract period, a household hes become pat-time or asent, the village, with
the two-thirds mgority agreement of villagers, and the approva of the county government, could
keep a smdler land for sdf-consumption for the part-time and absent farmers, while transferring the
ret of the land to the fulltime farmers to form compact units and achieve economies of scde (of
course, the part-time and absent farmers in question can apped to the courts for a find settlement).
Owing to the effident land use, China has given trade-digorting subddies to agriculture by only 2%
of the totd vaue of production, much less than 10% as a developing country could enjoy. (Zhou
2001: 293-4)

Public land ownership, however, may not be accepteble to many other economies. But how
to solve this problem under private land ownership?

Those solutions which had functioned from the Middle Ages to the 1950s in Western Europe
(land enclosure, primogeniture, massve emigration, land sde due to the then backward conditions
of rurd areas) would not work now (Zhou 2001: 146-50).

The EU early retirement scheme proposed for CEECs may encourage old landowners to rent
out land (who are rdatively more willing to do so anyway), but may not function much for the able-
bodied part-time and absent ones.

Traditiond lad consolidation [exchange of the private ownership and location of spatidly
digpersed parcds of fams to form new holdings containing a single (or as few as posshble) parce(s),
with the same (or dmilar) vaue as tha of the origind areas] currently being caried out in some
CEECs CIS and other devdoping countries incurs enormous individud bargains, and cods
tremendous time (even decades), financid and human resources. But after the parcels have been
joined, it would not give pattime and asent smdl landowners much incentive to rent out land,
snce cereds (and many other products) from the joined land may not necessarily enjoy much
higher sdes than those from the dispersed parcds, and the joined land would not raise rent a lot in
comparison with the much higher off-farm income, as the experiences of Jgpan and Tawan
Province of China have demondrated. Moreover, populaion growth and inheritance would essly
re-fragment the joined family farm, as the Indian practice has presented. (Zhou 2001: Appendix 3.1)
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Snce the 1970s, some Jgpanee villages, as a result of measures collectively taken on the
village levd to presarve a region's agriculturd activity, organized agriculturd production cooperatives
to le full-time famers operate the under-utilized or idled land of pattime and absent landowners
upon the latter’s commisson. Some production cooperatives were joined by fam households of a
whole village, diminaied boundaries among pacds and thus enlasged fam Sze and achieved
economies of scde. But due to various persond and organizationa ressongproblems, some members
quit the cooperaives by withdrawing land physcdly. As a result, seiting up of land use cooperdives
and ther subsequent bresking down have repestedly occurred. Then, the part-time and absent smadll
landowners could dill idle their land, while full-time farms could not increese sze. (Zhou 2001 135,
138)

In order to achieve economies of scde, trander of the inefficiently held land of the part-time
and absent farmers to the full-time farmers is essentid. But why could not private land ownership
gmoothly succeed in doing o while public land ownership (such as in Ching) could? The author
discovers that the fundamental reason is that the private landowners have the right to withdraw their
land from land use cooperatives which arange ther unde-utilized or idled land to be cultiveted by
ful-time famers while the individud users of publidy owned land do not have this power. The
author thus proposes a village corporation with financidly sdable but physicdly unwithdrawable
private land shares to dlow full-time family fams to lease in a pat of the under-utlized or ided
land of part-time and absent landowners (as land for market), while leaving the other pat or them
(as land for sdf-consumption), such as a DuaLand Sysem. The private landowners if quitting,
could only dl land shares in finandd terms, so tha dthough the landowners have changed, ther
land would aways reman phydcdly in the corporaion for efficent use. This is one of the
goplications of the principles of the new modd for sustainable rurd devdopment raised by the
author (Zhou 2001: 165-6). This proposd was fird published by FAO (Zhou 1997) as a third way
beyond the centrdly planned economy and free market sysem to solve the inefficient land-holding
by pat-time and absent smdl farmers under private land ownership. It might be possble to apply it
in those CEECs and CIS countries where many famers reman in collective land operation.
However, for its implementation, a law would have to be passed to forbid physcd withdrawability
of land when privae landowners quit land use cooperatives. Conddering the adoption of such a law
may meet psychologicd bariers, the author hereby recommends dternative solutions (as other
forms of agpplications of the principles of the new modd for sudanable rurd deveopment, and a
third way beyond the centrdly planned economy and free market sysem), to redize the same
purposes under private land ownership while bypassing this possibly senstive politicd issue.

In domain 1individud farms (which exigt dl over the world).

() To adopt a law to oblige private landowners to ether cultivate their land or leese a part of
it to full-time famers, with a minimum leee tem of one (preferably five) year. Hence a Dual-
Land Sygem: the land for self-consumption is gill hdd by the part-time and absent landowners so
that their rurd habitation could be reserved, family need for vegetables (and if they wish even
cereds) catered, faming skills kept, and smdl farms not crowded out of agriculture; while the land
for market is tha leased to the full-time farmers, so that they could increase fam sze and obtain
incentives for longer term investment. Having rented in contiguous parcels of different owners, the
ful-time famers have the right to remove their boundaries and join parcds together s0 as to
diminate fragmentation (of course, the origind boundaries should be recorded in the cadagtre and a
map and be shown by fidd sgns). When the lease is over, the landowner has the right to withdraw
his (her) origind parcels within their origind boundaries, but he (she) mugt then cultivate them, or
leese them again to the full-time famers. The rationde for establishing this law is thet land is not
only a private property, but dso a scarce naturd resource. An owner has the right and freedom to
till it, but should have no right and freedom to unde-utilize or ide it. By implementing such a law,
private land ownership will not be afected, but land use will be facilitated and land weste avoided.
If the landowner does not cultivate the land but is obliged to lease it, then a leest he could earn a
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rent, even if it is not S0 high as to satify him. The am of the traditiond land consolidation could be
reeched, but without the difficulties of exchanging ownership and locaions of fragmented smdl
parcds, and regardless of the inheritance which may further fragment the ownership and location of
the family farms.

An dtenaive law could be that full-time farmers have the right to lease in a pat of the
under-utilized or idled land of the part-time and absent landowners. Thet is to say, a farmer may not
be obliged to ether cultivate his land or lease it for faming actively. But if another farmer wants to
leasein apart of his under-utilized or idled land for farming, heis obliged to agree passively.

(1) To edablish a family-village dud levd operation of land: while the families are the besc
level the Vvillage should provide generd management, infragtructure, irrigation, fadilities large
mechinery, financing, forward and backward services. This will improve village sarvices to family
farms which are wegk in numerous developing and trangtiond cauntries.

Some explanaions are desirable.

1. The aove-mentioned law does nat intend to replace land reform of digributing land for
individuad ownership out of equity ressons which is gill necessary where a few landlords own large
aess of land while many pessants own no or little land (especidly in some countries in Africa,
Latin America, and South and Southeast Asia). Neverthdess, there would be no harm but benefits
in adopting it before the land reform, as well as during and &fter it.

2. After the &nd reform, if there are few off-farm activities and peasants have to rely on land
for surviva, the protection of tenants from eviction, control of land rent a the low levd, and land-
holding celling in order to prevent the revivd of feudd landiordism through land repurchesng would
be necessary, as Jgpan did in the 1950s. But once off-farm activities have developed and absorbed
many pat-time and absent farmers, such redtrictions should be removed so as to fadilitate the land
trander to the full-time farmers, as Jgpan did during 1962-80. Those countries which have reached the
gmilar gage but have not yet abolished such redrictions, eg., Thaland (Onchan 2002), should now
do 0 too.

3. Thislaw does not exclude the implementation of the traditiona |and consolidation.

4. How about imposing a land waste tax which seems more market oriented? In fact, such a
tax has been repeatedly proposed, eg., as ealy as in (1956: 563) by Schiller (and may be even
ealier by others), and as recently as in (2002) by Onchen for Thaland where land under-utilization
and idliing by pattime and absent landowners have become very serious. The Hungarian Land Act
(1994) promulgaied ater land privatization prescribes that an agriculturd land mugt be ether sdif-
cultivated or leased for farming (section 36 and chapter I1l), othewise a financid pendty will be
imposed on the landowner (section 42). Such a pendty is actudly aland waste tax.

However, a land wagte tax is unable to function effectivdy. (1) If the tax were low, some
landowners would be willing to pay, while dill idling the land. For example, in Ching, the village
collectivdly owned land was contracted to households which should produce a quota of cereds
and/or other products to be sold to the state and could then dispose of the extra output in the market.
But there were landholders who paid cash to fulfil the quota while ill idling the land, so as to spare
dl thar time on eaning higher off-farm income. (2) If the tax were high, some landowners could
dam that they could not afford. It would be difficult to punish them by sending them to prison. (3)
Many landowners are absent, earning higher off-farm income in dties or aroad. It would dmogt be
impossible for the police to wait in thar home unknowing when they would return, or search and
ares them dsawhere dther directly or indirectly via the Internationd Crimind Police Organization
or other countries police There is dso the quesion whether other countries police would
cooperate. For ingance, many Albanian landowners are working in Itay while idling land in home.
But tax evason in Itdy itsdf is widespread and the police often cdose one eye. While the police are
having troubles in finding and aregting the tax evadng absent landowners, the land is il being
ided. (4 The tax is normdly pad to the govenments, dthough they might chaand a pat to
villages to improve sarvices to full-time fames But if the fulltime famers could not get the
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fundamentd service they need, i.e, access to under-utilized and idled land, other services would be
inggnificant. Thus they might not have incentive to report an unde-utilized or idled land to the tax
officers. The tax officers may not have incentive to charge the tax because it does not enter their
own pocket. Rather they might have incentive to take bribes and dlow tax evason. But if a
proportion of tax could be given to tax officers as bonus, they might charge it abitrarily and
exorbitantly. As a result of such difficulties some Hungarians in city who have been redituted
agriculturd land, have never cultivated or leased it, but never been fined ether.

In contragt, by the law of obliging the leese of under-utilized and ided land to the full-time
farmers, as bng as the village has seen a land as having not been properly cultivated for agriculture
for maximumly one year (or a few years, to be determined in each country), and the landowner ill
does not agree, or has not shown up a dl, to cultivate or lease t for the next year, the village could
oblige its lease to the full-time famers. Full-time famers would have the incentive to report any
under-utilized or idled land to the village because it would be they who would have access to it.
Therefore, thislaw would be much more effective than the land waste tax.

Of course, implementing this law does not exclude charging such atax.

5. A law to confiscate idled private land has been adopted in a presidentid decree issued in
November 1997 in Tgikigan (EIU 1998. 27); and has been debated in the Romanian Paliament in
the spring of 2002, but has met difficulty in getting it passed mainly because it is regarded as too
harsh to private landowners (Atanasu 2002). In contradt, a lav to oblige private landowners to
dther cultivate it or lease a pat of it for faming would be much more lenient while ill reaching
the same am of avoiding land waste.

6. Determination of a land as under-utilized may technicaly be according to its yidd as
lower than a reasonable leved in the previous year(s) under normd conditions of each locdity. For
example, the Itdian 'Rules for the Utilization of the Uncultivated, Abandoned or Insufficiently
Cultivated Lands of 4 August 1978 dipulates (Art. 2) that "Those lands whose average ordinary
production in the last three years have not reached 40% of those obtaned under the same
cultivation, in the same period, on the lands of the same census zone, with the same cedadrd
characteridics, the culturd features being teken into account, are regarded as insufficiently
cultivated (Gazzetta 1978 5758). However, in order to prevent any offidds from abitrarily
determining a land as unde-utilized or ided even according to the officdly announced technicd
criteria, it would be bereficid to require such a judgement to firs get the consent of 51% or two-
thirds mgority of the remaning villagers with voting rights and then the gpprovd of the locd
governments of a least two levels above the village. Those landowners who disagree with such a
judgement may gpped to the governments and courts. A law establishing such a procedure has been
enforced in China in 1999. (Zhou 2001 156, 247). Of course, the spedific criteria and procedures in
decisonrmeking and disputesdtling will have to be determined in each country according to its
specific conditions.

7. As for how to organize the lease while catering the interests of the landowners, tenants
and soddy, and in paticular avoiding the misuse of land by the tenants if the landowner himsdf
leases the land to a tenant, he could choose the highest rent bidder, and they could share the inputs
and outputs, so that not only the landowner but dso the tenant would have the incentives to achieve
the highest profits, prevent losses, and avoid deterioration of land qudity. This has been practiced in
the USA. (Zhou 2001 3747). If the landowner is absent and the village has to rent out a part of his
land, then the village should cdl for tender and rent the land to the person who is the mos
experienced and illful, and bids for achieving the highest output or rent, highest invesment in
improving the infrastructure (eg., irrigation) and qudity of the land, usng more organic fertilizer
and less chemicd one, protecting the environment, ec. If, after winning the contract, the lessee did
not implement it, then the village will have the right to stop it and trandfer the contract to another
competent full-time tenant.
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In 30 doing, not only the market is not repeded, it will be promoted. (1) If the landowner
himsdf cultivates the land, he can certainly compete in the market. (2) If a pat of his land is
obliged to be leased to a full-time farming tenant, this tenant can be sdected via competition of
tender, thus there is a leesng maket. (3 After winning the contract, this tenant can compete in the
market. (4) If after winning the contract, the lessee falled to fulfil it, then the village will have the
right to stop the contract and trander it to another full-time tenant, SO as to guarantee that the land is
really operated competitively according to the market principles Therefore it is a third way
between the former centrdly planned economy and the present free market mechanism, and a
combination of the appropriate state/community internvention and market mechanism.

8. If, in cetan ealier stages of rurd development, land supply exceeds the demand, and an
owng could not find a tenat for his unused land, then he would not be punished by this law.
However, in the higher stages of rurd devdopment, when part-time and absent landowners tend to
hold land in ineffident use while full-time famers could not get more land, this law would
function.

9. Once rdatively dable food overproduction has appeared which could not be absorbed by
exports, the margind (ecologicaly sendtive or wesk) cultivated land should be converted back to
forestry, grasdand, lake land and wetland. Such landowners should be given income subsidies,
which are dlowed by WTO as nontrade-digorting, until they could be sdlf-rdiant upon non-cereal
agriculture and off-faam ectivities (animad husbandry, fishery, fruit production, planned cutting of
wood with reforetation, tourism, etc)). Of course, even in the generdly margind land aress, there
could be some land which is not ecologicdly sendtive, upon which, cered production could ill be
caried out. On the normd land, the full-time famers should promote the qudity and perfectize the
vaidies of agricultura goods, and produce those products with good marketing prospects. They
should Hill produce surplus food to be dlocated to such landowners so tha a baance between the
supply of and demend for food could be reached, chronic food overproduction prevented nation
wide, and the environment improved. Conddering that the bulk of overproduction is from the
normd land, sdting asde some normd land from production may be done But if full-time farmers
wish to increese fam sSze for achieving economies of scade and reducing codts, the set-asde normd
land should be avaladbe for them to do s0. The normd land inefficiently hedd by pattime and
absent farmers (except land for sdf-consumption) should ill be avaladle manly via leesing (both
voluntary and obliged), to the full-time famers. If they produced more then what they could I,
the prices and profits would be lowered. Thus they would have incentive not to do s0. A reference
of the rdevance of such ways is China which has successfully prevented chronic food
overproduction from mid-1999 on (Zhou 2001: 277-88).

10. In some countries, there is such a regulation that the governmentd gpprovd is required
before an agriculturd land can be turned over for non-agriculturd use. This regulation is desrable,
necessary, and compatible with the above-proposed law.

In domain 2 collective land operation (which typicaly exigsin CEECsand CIS).

() To trandorm the current collectively operated large fam into a large corporate farm
(with ether publicly owned land or gathered private land) and leese compect wnits to full-time
families as the bedc opeaion levd, dnce successful faming could only be based on family
operation with higher individud incentives no metter with large fam sze such as in the USA and
EU or amd| farm sze such asin China and Jgpan (Zhou 2001 135, 248-59, 321, 328-30).

(1) To form a family — large mother fam dud levd operation of land: while family fams
should be the basc levd, it would be unnecessry to divide large mechinery of the large mother
fam to households as the mother fam should provide generd management, infrastructure,
irrigation, facilities, large machinery, financing, forward and backward services. Once the proposed
law of obliging the lease of a part of unde-utilized or idled land of the parttime and esent farmers
to the full-time farmers has been adopted, it could be applied here as well.
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(1) To redize - in both domains 1 and 2 - a gradud transformation of the (trade-ditorting)
direct subgdies on the prices of agriculturd products and incomes o famers, especidly the full-
time farmers to raise ther income to be equivdent to or higher then that of off-farm workers, into
(nornttrade-digorting) indirect subsdies on the improvement of services, infragtructure, technology
and purchase of machinery, in order to promote the full-time farmers competitive strength to earn a
higher income through their own better performance.

(IV) To promote - in both domains 1 and 2 - off-fam activities and further rurd
devdlopment in order to asorb surplus pessants, raise rurd employment and income, and transfer
more land to the remaining full-time farmers to achieve economies of scae.

In 0 doing, while off-fam activiies and rurd indudridizetion could be promoted,
agriculture would not be neglected but reinforced. Part-time and absat amdl landowners would not
be crowded out of agriculture, but the full-time farmers could be drengthened, economies of scde
achieved, cogts reduced, and trade-digorting agricultura  subddies decreesed. The sudainable
agriculturd and rurd development as defined by FAO (SDD-FAO 1995: 1) - "Food security, to be
obtaned by ensuring an appropriate and sudainable bdance between sdf-auffidency and sdf-
rliance, employment and income generdion in rurd aess, paticdaly to eradicae poverty; and
natura resource consarvation and environmenta protection, could be redized. In paticular, EU
enlargement towards CEECs would be boosted.

Overcoming dilemmas of the EU. During the World Economic Forum of 31 Januay - 4
February 2002 in New York, the EU was agan criticized as mantaning huge trade-disorting
subsdies and high tariffs on agriculture and not redizing its commitments of reducing them to the
WTO gandards. Indeed, in the recent decades, the EU has met food overproduction. On one hand,
in order to reduce output, it has established quotas on some products (eg., milk, sugar); and -
adde adde land scheme (with subgdies for famers to join voluntarily) which incdude both
margind and normd land (Beaumord 1 March 2002. Van Eylen 2002). On the other, it has dso
given subgdies to maintain agriculturd products a prices higher than the internationd levels, and
kept high tariffs to redrict the imports of chegper agriculturd goods so as to avoid famers
difficult living due to the lower prices caused by surplus production. But this protectionism has just
encouraged overproduction. Dilemma 1.

The EU hes redized that this mechanism has dso made high costs endure. Hence on one
dde it has exercised an early retirement scheme to encourage old famers to transfer land to the
dile-bodied farmers. This could dlow the later to increase fam dze, achieve economies of scde,
and reduce cods. But it might in turn contribute to overproduction. Therefore, on the other, land
under-utilizetion and iding by able-bodied part-time and absent landowners earning higher off-farm
income exig¢ in many countries (Finland, France, Germany, Irdand, Itay, Portugd, Spain, Sweden,
ec). In generd, if the land inefficiertly hdd by the part-time and absent farmers were transferred to
the full-time farmers, food overproduction would be srengthened; if not, the EU farms would not be
able to increese Sze to be more competitive in the international markets in front of the USA, Canada
and Audrdia with much lager fam sze and much lower generd production costs, and some
deve oping countries with much lower labor cogts Dilemma 2.

To be far, in the later haf of the 1990s the EU has darted to gradudly replace price
subsdies by direct income subsidies, reduce intervention schemes, and successively  decrease
adminigraive prices towards the intenaiond levds, aming to achieve a ‘faming without
subsdies and let the maket decide prices in the longrun (Guiddines 2000. As a result, ‘not dl
EU agriculturd production is shetered by high taiffs and the EU prices may be cose to
internationd  levds for a dgnificat share of EU production, depending on market price
fluctuations (Beaumond 6 March 2002). Such market-oriented measures would reaivey be
favorable to the large farmers, because they have lower costs due to economies of scde and are
sronger in the market competition; but unfavorable to the dready week smdl farmers, and may lead
to more exiting by them from agriculture, and have consequently encountered protests from farmers
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out of ther gained interests. Thus the EU wishes to both drengthen large farmers and retain small
famers in agriculture, because on one hand, urban unemployment has dready been 0 high and
homdess people s0 many, and on the other, rurd devdopment should be promoted to avoid the
increese of "ghogt towns with nearly empty populaion. (OECD 1998: 15-87). But how to combine
these two seemingly contradictory ams? Dilemma 3.

Moreover, once the EU has findly reduced the agriculturd subgdies and tariffs to the WTO
dandards, overproduction could be resolved because protectionism would not exis. But it would
ds face the drong competition from the USA, Canada, and Audrdia with larger fam sze and
generdly lower production costs, and some developing countries with lower labor coss and would
have to increese imports of their chegper products. Currently, while the USA and Canada dso
mantan agricultura subddies and tariffs much higher than the WTO dandards, Audrdia keeps
them near these standards, hence a good example for others to follow (Dixon 2002). After dl these
countries have eventudly implemented the WTO dandards, how could the EU compete with them?
Of caurse, the compstitiveness of some EU products could be mantaned and rased by specid
local production (eg., some fruits, wine, ham, fish, and even a few cereds). But for most cereds
and other products whose production is more difficult to specidize and locdize agangt chegper
imports, would it need to kegp sdf-sufficiency (or achieve as high percentage as posshle of it)?
This is an issue more politica then economicd. This is because if a country rdied on imports for its
dgple food, then it might be thregtened in diplomatic conflicts and have its throat cut during wartime.
Thus, Jgpan could tolerate under-sdf-aufficiency and rey on imports for dl the other agriculturd
goods but not for rice (and, of course, whae), whose sdf-sufficiency has been atificidly kept with
heavy government subdsdies ever snce 1960. Therefore, the Treaty Edtablishing the European
Community (25 March 1957; amended on 2 October 1997 and enforced on 1 May 1999),
Agriculture, Artide 33 (ex Aride 39) declares that ‘the objectives of the common agriculturd
palicy’ indude °to increese agriculturd productivity by promoting technicd progress and by
enauring the rationd devdopment of agriculturd production and the optimum utilization of the
factors of production, in paticular labor'; ‘to dabilize markets; and 'to assure the avalability of
aupplies. Although saf-aufficiency is not explicitly expressed by these objectives one may find it a
de facto objective, as it has been pursued by severd member dates (cited bdow) through a law
amilar to the above-proposed one, i.e, to oblige famers to dther cultivate their land or lease it for
faming. "Farmers organization use regularly this terminology to press for supplementary support as
an derived objective from maket dSabilization or devdopment of agriculturd productivity (Van
Eylen 2002).

Now that sdf-sufficiency of cered production is desireble, then could the EU keep it once
protectionism has been lifted? On one hand, there is the pessmigic view thet it could not, owing to
the strong competition from the USA, Canada, and Audrdia with larger fam sze and genedly
lower production cods, and some developing countries with lower labor cogs The EU could only
keep compditiveness in some gpecid noncered products which enjoy locd advantages in
production, and landscape for the environment and rurd tourism. (Romano 2002). On the other,
there is the optimidic view that it could, because 'in the hypotheticd case of a red free trade
gtudion in agriculture, imports of agriculturd products to the EU would probably increase but EU
farmers and agrofood indusry would ill play a mgor role when conddering EU favorable naturd
conditions for agricultura production, skills traditions in food, market dructures and proximity of
consumers (Beaumond 6 March 2002).

The author's view is between these two extremes and conditiond. In order for the EU to
keep <df-aufficiency in agriculturd production (especidly that for cereds), it would be necessay
for the full-time farmers to increase farm Sze, achieve economies of scade and reduce cods, 0 as to
gan compstitiveness in the international markets But it may be logt if much land is inefficiently
hdd by pat-time and absent famers, just as would be in Jgpan (and many other countries with the
gmilar problem) if protectionism were lifted.
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Actudly, in order to achieve sdf-aufficiency, a law to oblige farmers to dther cultivate land
or leese it for faming smilar to the above-proposed one had dready been adopted by the EU and
some Western European countries dthough with varied forms But after food overproduction has
been encountered, it ceased to function.

At the EU leve, "A number of directives affect the ownership of famland as a famer.” The
EC Councl ‘Directive 1963/262 provides for the right to pursue agriculturd activities on
agriculturd holdings that have been abandoned or left uncultiveted for at leest two years No specid
permit is required” ‘Directive 1967/531 provides for the abalition of disriminatory redrictions on
the gpplication of the law on agriculturd leases. Directive 1963/261 concerns the right to take on
leese any property.” After the gppearance of overproduction, these Directives terminated (officidly
on 30 Jly 1999 but actudly in the 1980s), and the EC Council Regulaion 1094 of 1988 and
Regulation 2328 of 1991 decided to set asde ardble land, dthough the "Member States have to take
the necessay messures to kegp the land in good agriculturd condition. They can meke the
necessary provisons for managing the land so that the environment and naturad resources are
protected [article 2(3)].” (Van der Velde & Snyder 1992: 9, 13-4)

In Denmark, the Agriculturd Holdings Act of 17 July 1989 s#s down tha “Agriculturd
holdings and their lands must be used for agriculture, horticulture, and forestry. "The person who
actudly manages an agriculturd holding, whether it is the owner him or hersdf, a tenant, or a
manager, mugt live pemanently on the holding” "Landowners who wish to use their land for a
purpose other than faming must obtan a permit from the many authorities that ded with the
legidation mentioned above. Each authority is free to refuse a pamit if it feds that the landowner's
project would be hamful to the interests the legidation tries to protect” If the yidd of the land is
too fesble to make farming worthwhile, the famer mugt a least not use the land for other
purposss’ In this case, he can lease out the land. "The Satute only requires a written contract
goecifying the rent and the tem of the lease It does not regulate the rent, which is soley
determined by the market place’ As a result of such promotive messures, the problem that “the
technicd and economic devdopment in agriculture in the last decades have made most registered
holdings too smdl for survivd’ has been overcome, the fams "number has fdlen and their Sze has
increesed’, and ‘'mogt Danish farms today consst of a holding owned by a famer who has rented
adoining land” Adjuding to the happening of food overproduction, it "does not compd a famer to
cultivate margind farmland, and he may dso profit from the sstasde scheme of the EC Regulaion
1094 of 1988. (WuUIff 1992 36, 389, 40, 44). The Agriculturd Holdings Act of 15 July 1999
further permits owners to idle or set asde normd land. Although landowners are not obliged to set
adde land according to the government planning, posshiliies of exproprigion exigt within the
gpecific Danish rules on nature corsarvation, nature retoration and wetland retoretion (the Nature
Protection Act) which are not related to the EC agriculturd law. (Anker 2002)

In Germany, Previous scarcities of foodstuffs prompted the legidaion to adopt provisons
to hep guarantee an adequate food supply by obliging famers to cultivaie agriculturd land in
accordance with good husbendry. If a famer did not saidfy this lega obligation, the law provided
sanctions, such as the compulsory leasing of the land to another person willing to cultivete the land
in accordance with good husbandry.” This obligation set up in the "Law of Cultivating the Land’ of
31 March 1915 was removed in 1961 owing to surplus production. (Winkler 1992 83. Kroeschdl
1982: 69)

In Itdy, the "Rules for the Utilization of the Uncultivated, Abandoned or Insufficiently
Cultivated Lands of 4 August 1978 requires (Art. 4) that the regions asign such lands “for
cultivation to the requesters who are obliged to cultivate them in a dngle or assocated form'
(Gazzetta 1978: 5759). After the EU had met overproduction, this law has not been implemented,
but il vaid; and could be exercised again if food security once more became a problem.

In the postwar UK, the Agriculture Act (of 6 August 1947) demands that the owner of
agricultura land bear the responghilities of good estate management to enable an occupier of the
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land to mantan efficient production as respects both the kind of produce and the qudity and
quantity thereof’ (section 10); and that the occupier of agriculturd land bear the responghilities of
good hushandry to maintain "a reasonable standard of efficient production, as respects both the kind
of produce and the qudity and quantity thereof, while kegping the unit in a condition to enable such
a dandad to be mantaned in the future (section 11). The minimum lesse peiod is one year
(section 40). It renders the Miniger of Agriculture the power to supervise whether these
responghilities have been fulfilled (section 12), and if not, to impose a fine and/or imprisonment on
the bearers of these regponshilities (section 14), and to purchese compulsorily the land (section
16). Fallowing the surplus production and EC Council Regulaion 1094 of 1988 on st-adde arable
land, the implementation of this Act has dso been rdaxed (Rodgers 1992: 149).

In Norway (which has not joined the EU), the Land Act of 18 March 1955, the Act of
Tenancy of 25 June 1965, and the Concesson Act of 31 May 1974 lay down that a famland must
be dther Hf-cultivated, or lessad for faming even if the rent is not s0 high as to sidy the
landowner (of course, the owner can choose the highest rent bidder, thus a leesng maket dill
exigs but the rent can be fixed by the Municipd Agriculturd Board if there is disagreement);
unreasonebly high rent is unlawful; the minimum leese term is five-year; a reasonable yidd must be
produced; the landowner mugt live in the faam even though the land is leased (s0 as to keep rurd
population); othewise the land will be forced to be sold; sufficient famland is secured for active
famers, and it is possble to keep the price of famland lower than the market price. Although these
regulations have been criticized as "‘communist’, Norwegians do not want to change them. For
Norway, "with a hard dimate and margind conditions for agriculture, development could lead to an
increased movement of people from the didtricts to the centers and the end of agrarian activities in
many digricts’ "The legidation securing arable land for agriculturd purposes has, as a whole, been
successful. Use of arable land for densdy built-up aress, roads, and other purposes has decreased.
The am of being sdf-aufficient in food has been achieved for husbandry products, most vegetables,
feed grans and hdf the grain used for human consumption” (Audena 1992: 1403, 146-7). The
cited legidation is gill implemented because food sdf-sufficiency has not been fully reeched.

Of course, in dl the above cited Western European countries and EU, farmers could apped
to the courtsiif they fet to be mistreated.

Therefore, according to these Wesern European countries and the EU, once food
overproduction has appeared, the law of obliging famers to ether cultivate land or lesse it for
faming would have to cease to function. In the author's view, however, (1) it should ill be
implemented in an gopropriate form in order to resolve overproduction, kegp sdf-sufficiency in
agriculturd  production (epecidly that for cereds), and lift protectionism; (2) only a pat of the
under-utilized or ided family land of the part-time and absent famers should be legdly available to
the full-time famers, rather than dl of it as prescribed in the legidation of the above-mentioned
Western European countries and EU.

Hence the author's proposds for the EU (whose earlier verson is briefly rased in Zhou
2001: 398): (1) For the full-time farmers to increese farm Size, achieve economies of scae and
reduce codts, they should be given the legd right to lease in a pat of the under-utilized or ided land
of part-time and absent farmers (as land for market) with a minimum term of one- (preferably five-)
year, while leaving the other part to the part-time and absent farmers (as land for self-consumption),
such as a DuatLand Sygem. That is to sy, a famer is not obliged to ther cultivate his land or
leese it for faming actively. But if another farmer wants to lease in a part of his under-utilized or
ided land for faming, he is obliged to agree passively. In s0 doing, large farmers could be
drengthened in ther internationd competitiveness, nationd food sdf-sufficiency could be kept; but
gndl famers would not be crowded out of agriculture, as their rurd habitation could be reserved,
family need for vegetebles (and if they wish even cereds) caered, faming <kills kept, and they
could dill pursue off-faam activities in both rurd and urban areas which should be promoted 0 as
to absorb more surplus pessants and raise rurd income. (2) The EU trade-digorting agricultura
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subsdies and tariffs should be reduced to the WTO dandards, o that the full-time farmers would
have the incentive of not producing more than what they could sdl in order to avoid prices and
profits from being lowered, hence overproduction could be prevented. (3) Apparently, because of
the low dadicity of cereds and other agriculturd products in consumption, full-time farmers may
not be ale to pay a rent 0 high as to satidy the landowners. Neverthdess, landowners should be
obliged to lease out a pat of ther under-utilized or ided land to the full-time farmers if the laiter
wigh to lease it in. Such landowners should not be given more subsidies, but could be awarded other
benefits, eg., tax favors as incentives for leasng a pat of land out. (4) Of course, ecologicaly
sengtive land should be excluded from cered production according to the EU regulations.

By the way, the author would like to point out the crucid impefections in the EU
enlargement process.

1. The accesson negotiations have concentrated on the timing of giving subsdies. The EU
has demanded the candidate countries in CEECs to obtain the same trade-distorting subsdies as the
Wedern EU members receve dfter a trangtion period of about 10-year following the accession,
while the candidetes fed discriminated. In the author's view, however, the EU should instead dtach
more importance to work together with them on how to diminate the roots of rdying on subsdies,
mainly by more efficient land use.

2. The EU agriculturd suppat to CEECs-CIS has put emphasis on education, infrastructure,
cedits fine seeds, better qudity, higher yidds, machinery, organic farming, antipollution, market
access, efc. But the fundamentd measure - dfident land use is not pad much atention.
Apparently, as long as land is dill under-utilized or idled, other agriculturepromoting meesures
would not play much role.

3. The accesson negaotigtions have adso focused on land purchase. The candidates ae
opposed to ldting foreigners buy ther land, because it is chegp now and may be bought quickly.
The EU would agree to dlow them an aout 10-year trangtion period after joining the EU during
which Western EU ditizens could not buy ther land. But the efficient land use is neglected, because
there is a potentid risk: after a land has been purchased by Western EU ditizens, it may ill be idled
or under-utilized since it could be trested merdy as an ass#t. In contrad,, if the above-proposed law
could be adopted in both the EU and candidetes, then Western EU ditizens could immediady lease
inapart of therr under-utilized or idled land for farming, while its ownership would not be affected.

4. In the accesson negoatiations, the EU has demanded the CEEC candidates to postpone the
free movement of their chegp laborers into the Western EU aress after the accesson, worrying that
they may eadly teke jobs away from the Western EU workers. However, in the agricultura sector,
the trend in the world as well as the EU is that able-bodied farmers are more interested in earning
higher off-faam income, so that dlowing the fewer full-ime farmers induding those from CEECs to
leese in a pat of their unde-utilized or idled land would not conditute competition with the part-
time and absent farmers and crowd them out of agriculture Moreover, if the CEEC full-time
famers could be permitted to do s0 in the Western EU, they would be dble to pay a rdativey
higher rent due to their lower labor codts, thus benefiting the Western EU landowners. Of course,
there will dill be competition among Wesern and CEEC full-time farmers in the leesng markets in
both the Westen and CEEC EU aess, but such a free competition is mutudly beneficid.
Therefore, & least in this sector, there is no harm for the EU to dlow free labor movement from
CEECsimmediately after the accession.

Because the above-proposed law had been adopted fird by the EU, Denmark, Germany,
Italy, UK and Norway, it would be esser to persuade the current and future candidates in CEECs
CIS to folow. This would dso promote the integration between Western Europe and CEECsCIS,
Therefore, the author’ s proposds for the EU and CEECs-CIS areintegra and competible.

Findly the author would like to apped and dress to dl countries especidly the deveoped
ones, to reduce trade-digtorting agriculturd subddies and tariffs to the WTO dandards, and give
ful-time famers legd rights to lease in a pat of the land inefficiently held by part-time and absent
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famers, while keeping the remaining pat for sdf-consumption by the part-time and absent farmers
rather than crowding them out of agriculture,
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