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INTRODUCTION

The institution of tenancy has remained one of the most debated rural institutions
since the days of Adam Smith. The classical economists debated the relative
efficiency of different tenurial systems, namely, fixed rent tenancy and share tenancy
(metayage as it was called in French following a 50-50 sharing). The proposition that
share tenancy is an inferior contractual arrangement is clearly stated in Alfred
Marshal’s Principles (1920); it is quite often referred to as Marshallian inefficiency or
tax equivalent approach to share tenancy. In more recent times, the theoretical debate
has branched into two schools. While one school supports the Marshallian
inefficiency proposition, the other has sought to demonstrate that resource allocation
must be efficient regardless of tenurial contracts (Cheung, 1969; Otsuka and Hayami,
1988 and Otsuka et al., 1992). In a somewhat related debate, marxists consider
tenancy in general, and share tenancy in particular, as a source of exploitation and
surplus appropriation, whereas the neo-classicals explain its emergence and
persistence in terms of imperfect rural markets characterised by moral hazards,
information asymmetry, high transaction costs, etc. (Stiglitz, 1989; Braverman and
Stiglitz, 1982; Ray, 1998; Pearce, 1983; Bharadwaj and Das, 1975; Prasad, 1973;
Bhadhuri, 1973).

In the Indian context, a number of empirical studies, based on sample surveys,
have looked into various aspects of tenancy relations like magnitude, type, relative
efficiency of different land tenure systems, and so on. The studies pertaining to
eastern Indian states, especially of the earlier vintage, have, inter alia, shown that
tenancy, in particular share tenancy, in conjunction with the exploitative inter-
linkages in credit and labour markets act as a formidable barrier in the introduction of
new agricultural technology (Bhadhuri, 1973; Prasad, 1973; Bharadwaj and Das,
1975). More recent studies for these states have, however, reported qualitative
changes in diverse aspects of tenancy relations (Chadha and Bhaumik, 1992; Swain,
1999; Jha, 2004; Chattopadhyay and Sengupta, 2001; Sharma et al., 1995). In a
similar vein, studies in other states, especially in agriculturally developed states like
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Punjab, Haryana and Western Uttar Pradesh, have brought out increasing incidence
of self-cultivation, emergence of fixed rent tenancy, participation of medium and
large households in the lease market as lessees, and so on (Singh, 1989; Srivastava,
1989; Siddiqui, 1999).

TENANCY LEGISLATIONS AND REVIEW OF MICRO EVIDENCE

Land issues have attracted attention of both the scholars and policy makers in the
wake of ongoing process of liberalisation and privatisation. It is being increasingly
argued that since changing land ceiling levels is politically more sensitive and
difficult to implement, the easiest way to reform agrarian structure and activate land
market lies in legalising leasing-in and leasing-out agricultural land which is not
permitted under the existing tenancy laws. Insofar as the current status of provisions
in tenancy legislations across states is concerned, all states can be divided into five
broad categories. First, Kerala and Jammu and Kashmir have legally banned leasing-
out of agricultural land without any exceptions whatsoever. Second, Telangana
region of Andhra Pradesh, Gujarat, Karnataka, Himachal Pradesh, Madhya Pradesh,
Orissa and Uttar Pradesh have legally prohibited leasing out of agricultural land
excepting by certain disabled categories like widows, minors, armed personnel, etc.
Third, the states of Punjab, Haryana, Maharashtra and Assam have not banned
leasing. While in Punjab and Haryana tenants acquire rights to purchase land after
six years of continuous possession, in Maharashtra they are entitled to purchase
leased-in land within one year of the commencement of tenancy. In Assam an
ordinary tenant acquires the right of occupancy after three years of continuous
possession and an occupancy tenant has a right to purchase leased-in land after three
years. Fourth, in Andhra region of Andhra Pradesh, Rajasthan, Tamil Nadu and West
Bengal there are no restrictions on leasing of land although in West Bengal only
share cropping leases are permitted. Finally, in scheduled tribe areas of Andhra
Pradesh, Orissa, Madhya Pradesh and Maharashtra transfer of tribal land to non-
tribals even on lease basis, can be permitted by competent authority.

The above-mentioned legislative provisions notwithstanding, the lease markets
are fairly active in the countryside. A review of micro studies from different regions
of rural India throws up a number of interesting features about the actual functioning
of lease market. Some of these are summarised below. First, the proportion of
leased-in land is significantly higher than reported by NSS data; in some cases, it is
as high as 20-25 per cent of gross cultivated area. Further, the incidence of tenancy is
higher in agriculturally developed regions compared to backward regions and all
classes of households participate in the lease market both as lessors and lessees.
Among crops, the proportion of leased-in land is very high in case of non-foodgrain
crops compared to food crops. Tenancy contracts are oral, and most of them are for a
short period. Second, while in agriculturally backward regions, the traditional pattern
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of tenancy is followed wherein the small and marginal farmers dominate lease market
as lessees and large and medium farmers as lessors is more common, in developed
region the lease market is in a state of transition and the trend towards reverse
tenancy has become more pronounced. Third, more recent studies show that small
and marginal farmers have started leasing-out agricultural land consequent to increase
in the cost of production, growing scarcity of water, falling returns and increasing
uncertainty due to erratic weather conditions. Fourth, there is anecdotal evidence to
suggest that many farmers, including small and marginal ones, are leaving their land
fallow in view of the restrictive tenancy laws. This tendency is particularly more
pronounced in states where tenancy is legally prohibited. Fifth, share tenancy with
input cost sharing continues to be an important mode of leasing-in land, particularly
for small and marginal farmers. Though output sharing ratios vary from region to
region, most of the studies report 50:50 sharing. In agriculturally backward regions,
share tenancy with input cost sharing is more common compared to agriculturally
developed regions where fixed rent tenancy is more popular. The micro studies seem
to suggest that small and marginal farmers prefer to lease-in land under share tenancy
with input cost sharing, perhaps because of two reasons; one, lack of resources to pay
cash rent in advance under fixed money and second, their inability to bear the entire
risk of crop failure which has increased in recent times. Further, almost all studies
show that the area leased-in for growing non-foodgrain crops is under fixed money.
Sixth, studies examining the effect of tenancy on the inputs use and agricultural
productivity have thrown up mixed results. While some find use of low amount of
inputs and low level of yields on the leased-in plots compared to owned plots, the
findings of others are just contrary to these. An exhaustive survey of literature,
however, suggests that there is no conclusive evidence to support the hypothesis that
yields under share tenancy are lower than under owner farming or fixed rent
leasehold tenancy. Likewise, there is also no conclusive evidence to suggest that
yield levels for households involved in interlocking of factor markets are lower than
their counterparts not involved in such arrangements. Seventh, the findings of micro
studies broadly support the hypothesis that households of different size categories
participate in the lease market to utilise their indivisible and non-tradable inputs and
capital resources like family labour, bullock labour and machinery more optimally.
However, more recent studies also report a variety of other important factors like
absenteeism of land owners, inferior quality of land, land not suitably located,
escalation in the cost of production, growing uncertainty in crop production, etc. that
oblige landowners to lease-out land.

Against the above background, it would be interesting to see how the different
aspects of tenancy like magnitude, type, direction and duration have changed in
recent times at the macro level across seventeen major states of the country. It is also
important to know the factors that influence the extent and type of tenancy and find
out whether the factors reported by micro studies hold true at the state level. The
present paper examines these issues using NSS data thrown up by the 37th Round
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(1981-82), 47th Round (1991-92) and 59th Round (2002-03). It is important to
mention here that though NSS data are gross underestimates of the extent of tenancy;
they do serve an important purpose in providing information about the different
aspects of tenancy relations at the state level inasmuch as the findings of micro
studies cannot be generalised for the whole state because of their limited coverage.*

MAGNITUDE OF TENANCY

The changes in the incidence of tenancy have been measured in two ways: (i)
proportion of holdings leased-in which are further sub-divided into entirely owned
(EOH), mixed holdings (MH) and entirely leased-in holdings (ELIH) and (ii) the
proportion of operated area leased-in. Nevertheless among the two measures, the
proportion of operated area leased-in is a better indicator of incidence of tenancy
inasmuch as holdings may increase because of sub-division. Since the proportion of
entirely owned holdings at the all-India level is more than 80 per cent, the incidence
of tenancy measured by the proportion of mixed holdings and entirely leased-in
holdings may decrease even without the decrease in proportion of area leased-in.
Table 1 provides information on the changes in the incidence of tenancy measured in
terms of different types of holdings and the proportion of operated area leased-in.
The following features emanating from the table need to be highlighted. First, during
the eighties, at the all-India level, the proportion of entirely owned self-cultivated
holdings (EOH) increased marginally, by one and a half percentage points. Across
states, it increased in eight states (Bihar, Haryana, Jammu and Kashmir, Maharashtra,
Punjab, Tamil Nadu, Uttar Pradesh and West Bengal). Among the remaining states,
while the proportion of such holdings declined in Andhra Pradesh, Assam, Gujarat,
Himachal Pradesh, Karnataka, Madhya Pradesh and Orissa, it remained practically
unchanged in Kerala and Rajasthan. In comparison, during the nineties, the
proportion of entirely owned holdings at the all-India level increased significantly
from around 82 per cent to around 89 per cent. The proportion of such holdings also
increased by varying degree practically in all major states except Bihar where it
remained nearly unchanged. Second, the proportion of mixed holdings (MH)
decreased by varying degree both at the all-India level and in almost all the states
during the eighties. The pattern was, however, mixed during the nineties. At the all-
India level, the proportion of such holdings decreased, albeit marginally. And among
states, while the proportion of mixed holdings decreased further in Andhra Pradesh,
Haryana, Jammu and Kashmir, Karnataka, Orissa, Punjab, Rajasthan, Tamil Nadu,
Uttar Pradesh and West Bengal, not much change was noticed in the remaining states
except Bihar where it increased significantly. Third, the proportion of entirely leased-
in holdings (ELIH) at the all-India level increased marginally. The pattern was,
however, mixed across states; the proportion of such holdings increased by varying
degree in Andhra Pradesh, Assam, Bihar, Gujarat, Haryana, Himachal Pradesh,
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Karnataka, Kerala, Madhya Pradesh and Uttar Pradesh and either decreased or
remained practically unchanged in the remaining states. In comparison, during the
nineties, the proportion of such holdings decreased at the all-India level and also in
most of the states with the notable exceptions of Andhra Pradesh, Orissa and Punjab
where it increased. Fourth, incidence of tenancy in terms of proportion of operated
area leased-in (LI1A) during the eighties increased marginally from 7.18 per cent to
8.28 per cent. In states, it increased by varying degree during the eighties in ten
states (Andhra Pradesh, Gujarat, Haryana, Himachal Pradesh, Karnataka, Kerala,
Madhya Pradesh, Punjab, Rajasthan and Uttar Pradesh) and declined in others. On
the other hand, during the nineties, the proportion of operated area leased-in
decreased at all all-India level and also in most of the states. The notable exceptions
to this broad trend were Gujarat, Kerala, Bihar and Orissa where the proportion of
operated area leased-in rose and Andhra Pradesh where it remained nearly
unchanged.?

TABLE 1. INCIDENCE OF TENANCY IN RURAL AREAS, 1981-82 TO 2002-03: MAJOR STATES

(per cent)
State Year EOH MH ELIH NONLIH OWA LIA NONLIA
(1) (2 3 4 (5) (6) (M) (8) 9
Andhra Pradesh 1981-82 83.45 15.27 1.04 0.23 92.98 6.23 0.79
1991-92 79.69 13.32 243 4.56 88.49 9.57 1.94
2002-03 85.1 7.85 5.18 1.85 89.17 9.97 0.85
Assam 1981-82 83.93 10.77 35 1.80 90.99 6.35 2.66
1991-92 79.88 5.07 7.35 7.70 85.84 8.87 5.29
2002-03 87.84 5.05 3.05 4.05 93.14 5.06 1.80
Bihar 1981-82 78.03  20.04 1.01 0.56 88.68  10.27 1.05
1991-92 86.02 1.90 5.56 6.52 92.81 3.91 3.28
2002-03 86.88 8.86 3.93 0.32 90.97 8.90 0.13
Gujarat 1981-82 94.61 3.80 1.34 0.25 97.80 1.95 0.25
1991-92 92.83 2.36 2.35 2.46 92.70 3.34 3.96
2002-03 94.29 3.16 1.81 0.75 94.39 5.08 0.53
Haryana 1981-82 7229 2551 220 - 80.31  18.22 1.65
1991-92 78.96 12.41 4.83 3.80 66.07 33.74 0.19
2002-03 88.15 9.95 0.95 0 84.97  14.38 0.65
Himachal Pradesh 1981-82 87.24 12.27 0.49 - 94.60 3.20 2.20
1991-92 84.08 3.80 5.01 0.71 92.18 4.83 2.99
2002-03 93.24 4.05 2.30 0.4 96.20 2.87 0.92
Jammu and Kashmir 1981-82 88.16 11.73 0.11 - 95.19 2.37 2.44
1991-92 91.2 5.35 0.52 2.93 94.44 3.73 1.83
2002-03 97.88 135 0.60 0.17 99.27 0.32 0.41
Karnataka 1981-82 83.14 14,57 1.78 0.51 92.12 6.04 1.84
1991-92 80.35 6.14 3.73 9.78 84.53 7.43 8.04
2002-03 94.33 3.01 220 0.46 95.61 3.68 0.71
Kerala 1981-82 90.89 4.87 2.92 1.32 95.52 2.05 2.43
1991-92 90.99 2.54 3.21 3.26 95.37 2.88 1.75
2002-03 93.96 3.35 1.24 1.45 94.95 4.18 0.87
Madhya Pradesh 1981-82 81.91 14.19 1.13 2.77 92.65 3.56 3.79
1991-92 80.21 5.06 6.48 8.25 86.53 6.30 7.17
2002-03 90.91 5.71 1.54 1.84 95.05 3.42 1.53

(Contd.,)
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TABLE 1 (CONCLD.)

State Year EOH MH ELIH  NONLIH OWA LIA NONLIA
) 2 ® @ @ OIC) ©)
Maharashtra 1981-82 87.15 9.29 2.69 0.87 94.21 5.20 0.59
1991-92 89.22 5.53 240 2.85 90.50 5.48 4.02
2002-03 90.71 471 2.30 2.28 94.10 4.59 131
Orissa 1981-82 74.27 24.06 1.49 0.18 83.97 9.92 6.12
1991-92 70.46 17.69 1.70 10.15 84.41 9.48 6.11
2002-03 77.60 12.00 8.40 2.00 83.78 13.15 3.07
Punjab 1981-82 76.19 21.71 1.64 0.46 8221  16.07 1.72
1991-92 80.27 15.60 1.43 2.7 80.82 18.83 0.35
2002-03 86.50 10.3 24 0.8 8212 17.84 0.04
Rajasthan 1981-82 89.53 8.51 1.52 0.44 94.47 431 1.22
1991-92 90.32 6.22 1.55 191 92.41 5.19 2.40
2002-03 96.75 211 0.81 0.35 96.47 2.81 0.21
Tamil Nadu 1981-82 70.45 19.7 8.56 1.29 87.37 10.92 171
1991-92 74.56 11.02 5.82 8.60 8491 10.89 4.20
2002-03 89.41 5.78 3.71 1.10 93.26 6.10 0.63
Uttar Pradesh 1981-82 78.53 20.61 0.82 0.04 88.05 10.24 1.70
1991-92 80.84 14.47 2.64 2.05 88.45 10.49 1.06
2002-03 87.51 9.42 2.58 0.48 89.95 9.60 0.44
West Bengal 1981-82 71.58 19.37 7.02 2.03 86.18 12.34 1.48
1991-92 75.40 12.00 5.27 7.33 85.74  10.40 3.86
2002-03 83.59 9.00 5.10 231 89.78 9.42 0.79
All-India 1981-82 80.58 16.24 2.37 0.81 91.08 7.18 1.74
1991-92 81.98 8.87 3.85 5.30 87.91 8.28 3.81
2002-03 88.60 6.99 3.06 1.35 92.57 6.60 0.84

Sources: (i) Report on Landholdings (2); 37th Round 1982, NSS Report N0.331.
(if) Report on Some Aspects of Operational Holdings; 48th Round 1991-92, Report No.407.
(iii) Report on Some Aspects of Operational Holdings, 2002-03, 59th Round, NSS Report No.492.
Notes: EOH = Entirely Owned Holdings; MH = Mixed Holdings; ELIH = Entirely Leased-in Holdings;
NONLIH = Neither Owned Nor Leased-in Holdings; OWA = Owned Area; LIA = Leased-in Area;
NONLIA = Neither Owned Nor Leased-in Area.

The changes in the proportion of households not operating land, who comprise
households owning but not operating land and neither owning nor operating land,
also provide some insights about the changing incidence of tenancy. For example,
the households who own but do not operate land comprise, among others, lessors of
various categories which, inter alia, is an indicator of the magnitude of tenancy in a
particular state. Likewise, those who neither own nor operate any land are landless
households many of whom have no access to lease market may be because of onerous
terms of tenancy and the participation of medium and large farmers in the lease
market. This also gives an insight into the important aspects of the functioning of
lease market like terms of tenancy and prevalence of reverse tenancy. Table 2 gives
information on the changes in all the three categories of households. It may be seen
from the table that during the eighties, the proportion of households not operating
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land decreased at the all-India level and in a majority of the states. In comparison,
during the nineties the proportion of such households rose hugely at the all-India
level and also in almost all the states. In fact, in some states, most notably, Andhra
Pradesh, Bihar, Gujarat, Haryana, Karnataka, Kerala, Maharashtra, Tamil Nadu, Uttar
Pradesh and West Bengal, the increase in the proportion of such households was truly
mind boggling. It may also be seen from the table that increase in households not
operating land at the all-India level and in as many as eleven states (Assam, Bihar,
Gujarat, Jammu and Kashmir, Kerala, Madhya Pradesh, Orissa, Punjab, Rajasthan,
Uttar Pradesh and West Bengal) was largely contributed by those who owned but did
not operate land. In the remaining six states (Andhra Pradesh, Haryana, Himachal
Pradesh, Karnataka, Maharashtra and Tamil Nadu), there was also a significant
increase in the proportion of households who neither owned nor operated any land.

v

TERMS OF TENANCY

The terms of tenancy have been clubbed into four types, namely, fixed money
(FM), fixed produce (FP), share tenancy (ST) and other terms (OT).> The changes in
these terms of tenancy over the period have been studied in terms of per cent
distribution of leased-in holdings and area leased-in under them. The requisite data is
provided in Table 3. The following important points emanating from the table need
to be mentioned. First, the proportion of holdings and area leased-in accounted for
by fixed rent tenancy, including fixed money and fixed produce, increased
continuously both during the eighties and the nineties at the all-India level and also in
as many as thirteen major states of the country (Andhra Pradesh, Bihar, Gujarat,
Haryana, Himachal Pradesh, Karnataka, Kerala, Madhya Pradesh, Punjab, Rajasthan,
Tamil Nadu, Uttar Pradesh and West Bengal). In the remaining states, while the
proportion of holdings and area leased-in accounted for by fixed rent tenancy
decreased during both the periods in Assam and Jammu and Kashmir, no neat pattern
was discernible in Maharashtra and Orissa. Second, the per cent of holdings and
operated area leased-in accounted for by share tenancy decreased markedly at the all-
India level during the eighties but increased substantially thereafter during the
nineties. Across states, the pattern was mixed. For example, while the proportion of
holdings and operated area leased-in accounted for by share tenancy increased
continuously in Andhra Pradesh, Gujarat and Rajasthan and decreased in Haryana
and West Bengal, in five others (Assam, Bihar, Himachal Pradesh, Kerala and Uttar
Pradesh), their per cent share decreased during the eighties but increased during the
nineties. No neat pattern was evident in the remaining states. Third, the importance
of ‘other terms’ in terms of per cent of holdings and area leased-in accounted for by
them decreased by varying degree at the all-India level and also in a majority of the
states both during the eighties and the nineties.
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TABLE 3. DISTRIBUTION OF OPERATIONAL HOLDINGS LEASED-IN AND OPERATED AREA
LEASED-IN BY TERMS OF TENANCY IN RURAL AREAS, 1981-82 TO 2002-03: MAJOR STATES

INDIAN JOURNAL OF AGRICULTURAL ECONOMICS

(per cent)
Holdings Area
State Year FM FP ST oT FM FP ST oT
@) ) @) ) ©) (6) @) 8) ) (10)
Andhra Pradesh 1981-82 13.00 11.07 8.83 67.10 13.00 11.10 8.8 67.1
1991-92 26.7 27.65 29.81 1584 259 26.8 28.9 184
2002-03 30.68 37.23 16.80 1529 2788 3357 3351 5.04
Assam 1981-82 15.43 8.35 35.35 4087 154 8.4 353 40.9
1991-92 19.40 4.57 31.17 4486  17.00 400 278 51.2
2002-03 9.92 3.09 58.2 28.79  10.73 226  33.33 53.68
Bihar 1981-82 6.53 3.59 73.32 16.56 6.5 3.6 733 16.6
1991-92 10.02 13.35 46.05 30.58 9.5 12.8 435 34.2
2002-03 16.67 20.72 57.15 5.46 1285 1852 64.85 3.78
Gujarat 1981-82 5.15 0.59 9.7 84.56 5.10 0.50 9.70  84.60
1991-92 44.46 1.79 26.52 2723 399 1.6 23.7 34.8
2002-03 45.73 6.53 31.66 16.08 9.4 4765  36.68 6.27
Haryana 1981-82 24.1 10.76 41.13 2401 242 10.8 41.2 238
1991-92 67.26 5.7 21.17 5.33 61.4 5.2 19.9 135
2002-03 69.48 9.98 13.89 6.65 73.52 8.61  15.00 2.87
Himachal Pradesh 1981-82 7.43 16.21 33.11 43.25 7.28 16.5 33.01 4321
1991-92 14.99 9.91 11.94 63.16  13.64 898 10.87 66.51
2002-03 36.88 15.6 30.5 17.02  20.00 1333 26.67  40.00
Jammu and Kashmir ~ 1981-82 231 12.14 66.47 19.08 217  11.96 66.85 19.02
1991-92 9.75 31.05 12.27 46.93 937 30.21 11.81 4861
2002-03 40.00 0 20.00 40.00 7.62 6.09 64.55 21.74
Karnataka 1981-82 3.61 4.46 29.98 62.65 3.6 47 29.3 62.4
1991-92 2315 16.58 32.42 2785 204 14.7 28.6 36.3
2002-03 36.89  36.58 22.65 3.88 3353 4118 23.53 1.76
Kerala 1981-82 3.37 - 13.19 83.44 34 - 13.2 84.9
1991-92 19.02 - 2.48 78.5 15.9 - 21 82.00
2002-03 37.72  10.18 10.78 41.32 40.39 7.57 1556 36.48
Madhya Pradesh 1981-82 171 1.10 27.78 69.41 1.7 11 27.8 69.4
1991-92 1721 2417 28.05 30,57 153 214 24.9 384
2002-03 2479  36.34 29.86 9.01 19.85 30.64  36.76 12.75
Maharashtra 1981-82 10.94 231 48.56 38.19 11.00 230 485 38.2
1991-92 39.59 7.07 2294 304 36.20 6.50 20.90 36.40
2002-03 31.44 8.68 40.12 19.76 28.72 9.22 40.04 22.01
Orissa 1981-82 5.15 8.06 41.96 44.83 5.10 8.10 42.00 44.80
1991-92 20.58 5.83 53.29 20.3 19.70 4.70 50.90 24.70
2002-03 11.88 9.98 68.52 9.62 10.97 9.19 71.61 7.81
Punjab 1981-82 42.13 4.60 39.87 134 42.10 4.60 39.90 13.40
1991-92 52.56 19.50 12.07 15.87 49.20 18.20 11.30 21.30
2002-03 81.73 3.25 8.51 6.5 80.43 1.52 14.43 3.62

(Contd.)
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TABLE 3 (CONCLD.)
Holdings Area
State Year FM FP ST oT FM FP ST oT
() 2) 3) @) ©) (6) M  © @ (0
Rajasthan 1981-82 3.46 1.40 2151 73.63 35 14 21.6 735
1991-92 15.78 20.18 2431 39.73 152 194 234 42.00
2002-03 34.82 12.50 41.96 10.71 36.94 1847 36.94 7.65
Tamil Nadu 1981-82 19.3 19.86 36.5 2434 192 19.9 36.50 24.40
1991-92 33.52 21.13 16.67 2868 324 205 16.10 31.00
2002-03 42.67 28.22 15.00 14.11 3268 29.53 2244 15.35
Uttar Pradesh 1981-82 8.60 4.88 50.10 36.42 8.6 490 50.10 36.40
1991-92 9.86 16.21 49.48 24.45 920 1520 46.50 29.10
2002-03 20.37 14.37 59.85 541 2425 1412 5461 7.02
West Bengal 1981-82 2.84 11.92 55.55 29.69 2.8 11.9 55.6 29.7
1991-92 9.61 13.02 51.77 25.6 8.6 117 46.5 33.2
2002-03 26.71 29.96 35.39 794 2492 2926 3359 12.23
All-India 1981-82 10.88 6.28 41.84 41.00 10.90 6.30 41.90 40.90
1991-92 20.32 15.62 36.89 2717 19.00 1450 34.40 32.10
2002-03 26.57 19.80 43.96 9.67 3019 19.88  40.60 9.33

Sources: Computed from the following NSS Reports:

(i) Report on Landholdings (2); 37th Round 1982, NSS Report N0.331.

(ii) Report on Some Aspects of Operational Holdings; 48th Round 1991-92, Report No.407.

(iii) Report on Some Aspects of Operational Holdings, 2002-03, 59th Round, NSS Report N0.492.
Note: FM = Fixed money; FP = Fixed produce; ST = Share tenancy; OT = Other terms.

\%

REVERSE TENANCY

The extent of reverse tenancy has been studied in terms of changes in the amount
of land leased-in and leased-out by the small and marginal households and their per
cent share in the total land transacted in the lease market. Table 4 provides the
desired information. The table shows that at the all-India level, the proportion of
leased-in land accounted for by landless, marginal and small households remained
constant at around 71 per cent. Among the states, the proportion of leased-in land
accounted for by landless, marginal and small households increased between 1971-72
and 1991-92 in as many as ten states (Andhra Pradesh, Assam, Gujarat, Jammu and
Kashmir, Madhya Pradesh, Maharashtra, Rajasthan, Tamil Nadu, Uttar Pradesh and
West Bengal) but decreased during the subsequent period from 1991-92 to 2002-03.
More importantly, however, in all these states except Madhya Pradesh, Maharashtra
and West Bengal, the extent of decrease in the per cent share in leased-in land of
these households was truly significant. The pattern was mixed in the remaining
states. For example, while in Bihar and Orissa, the proportion of leased-in land
accounted for by landless, marginal and small households increased during both the
periods, in four others (Haryana, Karnataka, Kerala and Punjab) it decreased between
1971-72 and 1991-92 but increased thereafter. Insofar as the share of small and
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TABLE 4. REVERSE TENANCY: THE EXTENT OF PARTICIPATION OF LANDLESS, MARGINAL AND
SMALL HOUSEHOLDS IN THE LEASE MARKET AS LESSEES AND LESSORS
IN RURAL AREAS, MAJOR STATES, 1971-72 TO 2002-03

Per cent share

Per cent share

Land leased-in Land leased-out in leased-in in leased-out
State Year (00 ha) (00 ha) land land
@) 2 @) (4) () (6)
Andhra Pradesh 1971-72 5831 2857 42.93 30.92
1991-92 6969 2396 82.52 64.17
2002-03 6128 1607 71.74 70.57
Assam 1971-72 6172 750 95.26 44.67
1991-92 1804 402 95.04 58.69
2002-03 1094 35 82.97 53.50
Bihar 1971-72 10393 2190 88.06 44.23
1991-92 3118 981 95.03 41.50
2002-03 5967 771 97.38 65.09
Gujarat 1971-72 2286 507 64.94 26.23
1991-92 2571 940 90.31 38.68
2002-03 2426 833 70.74 61.93
Haryana 1971-72 3418 230 63.21 14.79
1991-92 4074 4234 28.76 64.06
2002-03 1845 692 40.50 37.58
Himachal Pradesh 1991-92 - - 97.57 65.15
2002-03 194 126 94.78 91.58
Jammu and Kashmir 1971-72 396 129 66.00 75.88
1991-92 166 - 96.51 70.71
2002-03 23 1.52 73.08 93.55
Karnataka 1971-72 10998 2130 65.74 30.33
1991-92 4187 1459 58.47 19.49
2002-03 1588 743 66.53 22.53
Kerala 1971-72 884 212 90.11 65.63
1991-92 262 - 82.13 -
2002-03 428 57 98.74 63.97
Madhya Pradesh 1971-72 8227 1004 58.81 19.20
1991-92 9084 1783 75.86 28.94
2002-03 4350 1055 70.60 36.85
Maharashtra 1971-72 5563 1067 28.55 16.10
1991-92 4734 1638 59.56 24.49
2002-03 3301 1050 55.74 37.62
Orissa 1971-72 4731 1845 82.29 59.07
1991-92 4484 1736 91.77 75.02
2002-03 4560 1383 97.62 62.89
Punjab 1971-72 5228 693 64.41 16.56
1991-92 1767 810 42.41 32.36
2002-03 2337 604 48.02 25.89

(Contd.)
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TABLE 4. (CONCLD.)

Per cent share Per cent share

Land leased-in  Land leased-out in leased-in in leased-out
State Year (00 ha) (00 ha) land land

(1) ) 3) @) 5) (6)

Rajasthan 1971-72 4324 428 59.16 7.81
1991-92 5147 709 57.37 10.99
2002-03 1609 471 32.33 23.16
Tamil Nadu 1971-72 5494 3032 91.31 25.15
1991-92 3900 1745 86.91 64.57
2002-03 1819 773 66.94 76.15
Uttar Pradesh 1971-72 19351 4358 88.34 46.83
1991-92 16767 4158 91.37 49.30
2002-03 11890 4583 81.24 58.12
West Bengal 1971-72 11691 1787 94.58 51.57
1991-92 5029 1145 97.20 60.45
2002-03 3517 643 94.40 63.97
All-India 1971-72 9874 2521 67.03 34.55
1991-92 74772 19497 71.27 32.44
2002-03 53638 15637 71.00 47.73

Sources: (i) Report on Some Aspects of Landholdings: 26th Round, 1971-72, NSS Report No. 215.
(ii) Report on Some Aspects of Household Ownership Holdings; (1) 48th Round 1991-92, Report No.399.
(iii) Report on Household Ownership Holdings in India: 59th Round, 2003, NSS Report N0.491.

marginal households in the total land supplied in the lease market was concerned,
there was a huge increase in the proportion of leased-out land accounted for by them
at the all-India level. Among states, two distinct patterns were discernible. First, in
nine states (Andhra Pradesh, Gujarat, Karnataka, Madhya Pradesh, Maharashtra,
Rajasthan, Tamil Nadu, Uttar Pradesh and West Bengal), the per cent contribution of
small and marginal households towards total land supplied in the lease market
increased continuously in both the periods whereas in Bihar and Jammu and Kashmir
it increased between 1991-92 and 2002-03. Second, in four states (Assam, Haryana,
Orissa and Punjab), the per cent share of small and marginal households in the
leased-out land increased during the first period but decreased subsequently.

VI

DURATION OF TENANCY CONTRACTS

Duration of tenancy contracts has important implications towards agricultural
productivity. As is well known, long term tenancy contracts, ceteris paribus, offer
more incentives for undertaking productivity enhancement measures. As mentioned
above, micro studies from different regions of the country report that most of the
tenancy contracts are for a short period. The landowners, apprehending losing
leased-out land to tenants, reportedly lease-out for one to two crop seasons and rotate
from one plot to others. In these reports on landholdings, the data on the duration of
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tenancy contracts has been given in terms of the distribution of leased-in area by
duration of tenancy contracts. In NSS reports, tenancy contracts have been classified
into six main categories, viz., contracts for less than one agricultural season, one
agricultural season but less than one agricultural year, one to two agricultural years,
two to less than five years, five to less than twelve years and contracts for more than
twelve years. The evidence from NSS data on the distribution of leased-in area under
different contracts, presented in Table 5, lend credence to these findings of micro
studies. The data show that at the all-India level more than half of the leased-in land
was under contracts which were of less than two years duration. Likewise, in ten
major states (Assam, Bihar, Haryana, Karnataka, Madhya Pradesh, Maharashtra,
Orissa, Punjab, Rajasthan and Uttar Pradesh) contracts for less than two years
duration also accounted for more than fifty per cent of the leased-in land. In the
remaining states (Andhra Pradesh, Gujarat, Himachal Pradesh, Jammu and Kashmir,
Kerala, Tamil Nadu and West Bengal) more than fifty per cent of the leased-in land
was under those contracts which extended beyond two years. Further, during the
nineties, the duration of the tenancy contracts decreased in a majority of the states. It
was evident from the fact that the per cent of area leased-in accounted for by
contracts for less than two years increased at the all-India level and also in as many as
twelve states like Assam, Bihar, Himachal Pradesh, Jammu and Kashmir, Karnataka,
Kerala, Madhya Pradesh, Maharashtra, Punjab, Rajasthan, Uttar Pradesh and West
Bengal.

VII

DETERMINANTS OF TENANCY

Several factors influence a household’s decision to lease-in land. For example,
while households who own land may enter lease market to utilise their indivisible and
non-tradable inputs like bullocks and farm machinery more optimally, landless labour
households and marginal and sub-marginal households may do so to earn livelihood
in the absence of alternative employment opportunities. Some households may also
lease-in land to increase the size of their holdings to benefit from the application of
new agricultural technology. Likewise, as postulated by neo-classical economists,
different households choose tenancy contracts according to their risk bearing ability.
While those who are risk takers may opt for fixed rent tenancy, others may choose
share tenancy (Hallangan, 1978, Ray, 1998). In empirical literature, factors such as
indivisible and non-tradable inputs, nature of crops grown, area under irrigation, and
so on have been reported as important determinants of tenancy and its types (Bliss
and Stern, 1982; Bardhan, 1976; Laxminarayan and Tyagi, 1977a,b). In broad terms,
different factors affecting tenancy and its type can be classified into three categories.
First, set of factors indicative of poor economic conditions (PEC) of rural households
obliging them to lease-in land, more often on share tenancy, like incidence of
poverty, unemployment and landlessness. Second, the possession of indivisible and
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non-tradable inputs (IND & NTIP) encourages the owners of these inputs to lease-in
land either under fixed rent tenancy or share tenancy depending upon their economic
vulnerability to utilise them more optimally. Thirdly, application of new agricultural
technology (TECHN) like use of fertilisers and proportion of gross cropped area
under irrigation also motivates farmer households to enlarge the size of their
operational holdings to maximise profits. Further, as mentioned above the findings of
recent micro studies from different regions of the country reveal that most of the land
leased-in for growing non-foodgrain crops was under fixed rent tenancy. It was,
therefore, hypothesised that higher the proportion of area under non-foodgrain crops
(ANFGC), smaller will be the proportion of leased-in area under share tenancy. In
mathematical form, the functional relationships between the extent of tenancy and
share tenancy and these variables can be stated as follows:

Tenancy = f (PEC, IND & NTIP, TECHN)
Share tenancy = f ((PEC, IND & NTIP, TECHN, ANFGC)

The dependent variables were defined as the proportion of operated area leased-
in, proportion of operated area leased-in under share tenancy and proportion of
operated area leased-in accounted for by share tenancy. The independent variables,
as mentioned above, were grouped into three categories, namely, (i) variables
indicative of poor economic conditions, (ii) possession of indivisible and non-traded
inputs and (iii) adoption of new agricultural technology. To capture the effect of
these factors, few proxy variables were tried. The variables like proportion of poor,
per cent of unemployment and per cent of landless households in different states were
used to proxy poor economic conditions of rural households. Likewise, the variables
like household size, number of cattle/bullocks and machinery were considered to
capture the effect of indivisible and non-tradable inputs. The effect of new
agricultural technology was surrogated by fertiliser consumption per hectare and
proportion of gross cropped irrigated area. Linear regression model was applied by
pooling cross section data for 1981-82, 1991-92 and 2002-03 for fourteen major
states. Different combinations of independent variables were tried to arrive at the
best fit equations. The results of regression analysis are presented in Table 6. The
results support the hypotheses stated above.  For example, poverty and
unemployment affected the incidence of tenancy positively and significantly; not
only the regression coefficients had expected signs, these were statistically significant
as well. Similarly, the ownership of lumpy inputs also had positive effect on the
proportion of operated area leased-in, though the regression coefficient was
statistically significant only in case of machinery. The adoption of new agricultural
technology, surrogated by fertiliser consumption and proportion of gross cropped
area irrigated, also impacted positively on the extent of tenancy, though the
regression coefficient was statistically significant for irrigation only. Insofar as the
factors affecting share tenancy were concerned, the results show that variables like
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unemployment, poverty, household size, cattle/bulls and fertiliser use had positive
and statistically significant effect both on the proportion of leased-in area under share
tenancy and proportion of leased-in area accounted for by share tenancy. The
ownership of machinery like tractors had, however, negative and significant effect.
The area under non-foodgrain also had negative effect on share tenancy, lending
credence to the findings of micro studies, though regression coefficient was
statistically insignificant.

TABLE 6. DETERMINANTS OF TENANCY AND SHARE TENANCY:
RESULTS OF REGRESSION ANALYSIS

Dependent variables

Proportion of leased-in

Proportion of operated Proportion of leased-in area accounted for by
Explanatory variables area leased-in area under share tenancy share tenancy
)] 2 3) 4)
Constant -5.89 -11.77 63.76
Un-employment 0.049** 0.03** 0.11
(1.95) (2.18) (1.28)
Poverty 0.097** 0.06** 0.58*
(2.03) (2.23) (2.97)
Cattle/bulls 0.011 0.01%** 0.17*
(0.71) (1.72) (2.99)
Household size - 1.94** 12.71**
(2.35) (2.44)
Machinery 0.047* -0.01 -0.15**
(Tractors and Threshers) (3.23) (1.12) (2.43)
Irrigation 0.167* - -
(3.75)
Fertilisers 0.011 0.02* 0.12**
(0.57) (2.95) (2.12)
Area under non- - -0.02 -0.17
foodgrain crops (-0.95) (0.92)
R-square 0.67 0.45 0.58
Adjusted R-square 0.61 0.34 0.49
F statistics 11.63 4,01 6.70
No. of observations 42 42 42

Notes: (i) Figures in parentheses are ‘t” values.
(i) *,** and *** denote levels of significance at 1, 5 and 10 per cent, respectively.

VIII

CONCLUSIONS AND POLICY OPTIONS

The evidence from NSS data at the state level shows that the incidence of tenancy
in terms of different types of holdings and proportion of operated area leased-in
declined in most of the states with the notable exceptions of Bihar, Gujarat, Kerala
and Orissa where the proportion of leased-in area increased during the nineties. The
proportion of households not operating land, increased hugely during the nineties
practically in all the states; the increase was truly large in nine states (Andhra
Pradesh, Bihar, Gujarat, Karnataka, Kerala, Maharashtra, Tamil Nadu, Uttar Pradesh
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and West Bengal). There was a mixed pattern in so far as the changes in terms of
tenancy across states were concerned. In more than half of the states, fixed rent
tenancy became more important. Likewise, the incidence of share tenancy increased
in Bihar, Gujarat, Kerala, Maharashtra, Orissa and Uttar Pradesh but decreased in
Haryana, Jammu and Kashmir, Punjab, Tamil Nadu and West Bengal. The data also
show that during the nineties duration of tenancy, in terms of proportion of leased-in
area accounted for by contracts for less than two years, had decreased at the all-India
level and also in a majority of the states. The state level evidence further shows that
the proportion of total leased-in land accounted for by landless, marginal and small
households decreased during the nineties in more than half of the states (Andhra
Pradesh, Assam, Gujarat, Jammu and Kashmir, Madhya Pradesh, Maharashtra,
Rajasthan, Tamil Nadu, Uttar Pradesh and West Bengal). In comparison, the per cent
contribution of marginal and small households towards total land supplied in the
lease market increased in as many as eleven states (Andhra Pradesh, Bihar, Gujarat,
Jammu and Kashmir, Karnataka, Madhya Pradesh, Maharashtra, Rajasthan, Tamil
Nadu, Uttar Pradesh and West Bengal). The regression analysis further shows that
factors like poverty, unemployment, bulls/cattle, machinery, per hectare consumption
of fertilisers and proportion of gross cropped area under irrigation were important
determinants of the magnitude of tenancy and share tenancy. The proportion of area
under non-foodgrain crops also had positive, albeit statistically non-significant effect
on share tenancy.

Thus, despite radical tenancy legislations in many states, the proportion of
leased-in area is fairly high, even though the estimates thrown up by NSS data are
considered underestimates. Against this background, regulation of lease market in
the interest of landless, sub-marginal and marginal households has always remained
an important theme of discussion and debate. The recording of tenants on the pattern
of “Operation Barga” (OB) in West Bengal is suggested as a solution to protect the
interests of the poor tenants. Further the entry to lease market should be restricted to
petty peasants and medium and large farmers should be banned from leasing-in land.
We would, however, argue that even if it is possible to ban tenancy completely by
implementing existing legislations, this may not be a desirable option in the existing
socio-economic milieu. In a growing agrarian economy like India factors like
increase in population coupled with lack of alternative employment opportunities will
always create strong demand for land, especially from the land-poor households. In
such an economy, there will always be a continuous increase in the proportion of
population who would switch over to non-farm activities, migrate to urban areas.
Such households would be willing to lease-out land because of their inability to
cultivate it themselves. Therefore, a complete ban on tenancy would push it
underground and households in such situations would either prefer to keep their land
fallow or lease-out to their kith and kin. This would hardly serve the land-poor
households and would also have deleterious effect on agricultural productivity.
Likewise, in agriculturally developed regions, there would always be a demand for



98 INDIAN JOURNAL OF AGRICULTURAL ECONOMICS

leased-in land from medium and large farmers to expand their scale of production and
utilise their lumpy capital inputs optimally.

In view of above, there is a strong case to legalise tenancy and allow leasing-in
and leasing-out with adequate safeguards to protect the interests of the small and
marginal farmers. The legalisation of tenancy does not mean abrogation of existing
tenancy legislations. In today’s context, it means suitably amending these laws
allowing leasing-in and leasing-out land incorporating some provisions like fixing the
tenure of lease, recording of lease and allowing landowners to resume land for self-
cultivation after the expiry of lease. In fact, the need of the hour is to separate the
ownership rights from the use rights. While ownership rights should be protected and
made secure and non-alienable, the use rights should be allowed to be traded freely in
the lease market. The legalisation of tenancy shall allow all sections of rural
population to participate in the lease market depending upon their resource
endowment.  For instance, in agriculturally developed states like Punjab and
Haryana, the small and marginal farmers may be encouraged to lease-out and
medium and large farmers to lease-in land. In other states like Bihar and Orissa, the
small and marginal farmers shall be in a position to enlarge their holding size and
thus afford a reasonable level of living. The medium and large farmers in these states
are likely to migrate to urban areas to take non-farm employment opportunities
without any risk of losing their land. The legalisation of tenancy shall also give rise
to long term tenancy contracts which have important implications towards improving
agricultural productivity. In sum, well functioning lease markets can contribute
towards broad based rural development in several ways like facilitating land from
less productive to more productive uses, encouraging rural households to take up
non-farm jobs without the risk of losing their land and increasing investment
incentives in that those who make such investment can enjoy the benefits even if they
are not in a position to use the land personally. Legislation to tenancy is a better
option not only to the Market-Friendly Land Reforms promoted by the World Bank
(Deininger, 2003) but also to Confiscatory Land Reforms advocated by the so-called
neo-populist school (Griffin et al., 2002).

Received July 2007. Revision accepted December 20009.
NOTES

1. The quality of data on tenancy thrown up by two main sources viz. NSS reports on landholdings
and agricultural census has been discussed and commented upon in the literature on tenancy studies.
There is a near unanimity among scholars that the data from the former source is more reliable compared
to the latter source. Likewise, the design and concepts underlying data on tenancy emanating from NSS
reports on landholdings of various rounds and their temporal comparability have been widely discussed
and commented upon. For details, see Chadha and Sharma, 1991; Sharma, 1992, 1995 and Chadha et
al., 2004, Chapter 3.

2. According to NSS reports, neither owned nor leased-in holdings (NONLIH) are all public and
institutional holdings possessed by the households without title of ownership or occupancy rights. The
possession in such cases is without the consent of the owner. Private holdings possessed by a household
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without title of ownership and occupancy rights are not included in such holdings. Likewise, neither
owned nor leased-in area (non-LIA) is understood to mean all public or institutional land possessed by a
household without a title of ownership or occupancy rights. Private land possessed by a household
without title of ownership and occupancy rights are not included in such land.

3. The clubbing of different tenancy contracts into four broad groups and their implications have
been explained in Chadha and Sharma, 1991; Sharma, 1995 and Chadha et al., 2004, Chapter 3.
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