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[W]e must now come to realize that we can produce more, and fail to tackle
hunger at the same time; that increases in yields, while a necessary condition for

alleviating hunger and malnutrition, are not a sufficient condition (...)”
(Schutter, 2009).
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Abstract

In this thesis I use Zambia as a country case to discuss the role small-scale agri-
culture can play in achieving the MDG no. 1 on halving the proportion of people
suffering from hunger. Within the field of agricultural development there is an on-
going debate concerning the future of small-scale farming in developing economies.
The question is whether small-scale, owner-occupied farms can play a vital role in
fighting hunger and poverty, or if further development of large mechanized farms is
needed to feed the world’s increasing population. At the core of this discussion we
find a widely debated economic theory concerning the relationship between land
size and productivity. This theory from development economics points out that
small land plots are more productive than larger farms, and the reason is that
small-scale farmers are able to better take advantage of the resources available
to them, and especially land. In this thesis I use economic theory on the inverse
relationship and results from empirical observations on the farm size-productivity
relation to investigate the role of small-scale farmers in fighting hunger in Zambia.
I discuss my findings in light of updated research on opportunities and constraints
for Zambian peasants. I show that there is evidence of a negative relationship be-
tween farm size and productivity for a large proportion of the most marginalized
Zambian smallholders, and this has important policy implications for the develop-
ment of the agricultural sector in Zambia.

My analysis of the farm size-productivity relationship indicates a potential
poverty trap for small-scale farmers. Increasing returns to farm size is evident,
however only above a threshold plot size of 3 hectares. The potential poverty trap
is caused by market imperfections in rural markets and the fact that most small-
scale farmers rely on wage-income from casual work on larger farms. This makes
them potential losers on export-led agricultural growth. Because of this small-scale
farming can play a key role in fighting hunger, however it can also do the direct
opposite and instead keep farmers stuck in a low level equilibrium. Smallholder
farmers dependent on agricultural wage-income are possible losers on agricultural
growth, and it is essential to address the constraints faced by this group.
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1 Introduction

At the dawn of the new millennium world leaders gathered in September 2000
at the United Nations Headquarters in New York to adopt the United Nations
Millennium Declaration. The member nations reaffirmed their faith in global col-
laboration and committed themselves to eradicate extreme poverty and hunger as
well as seven other goals for global development. The deadline was set to 2015 for
what have been known as the Millennium Development Goals. Since the launch of
the eight goals, they have become the guiding framework for joint efforts towards
economic, social and environmental progress in developing countries. Now the
goals are the main benchmarks in measuring impacts of various efforts in devel-
oping countries; national and governmental development programs, development
assistance from bilateral donors and large operations run by UN and other multi-
lateral organizations. The goals are broken down to 21 quantified targets measured
by a list of 60 indicators as an accountability mechanism.

The MDGs are as follows:
Goal 1: Eradicate extreme poverty and hunger
Goal 2: Achieve universal primary education
Goal 3: Promote gender equality and empower women
Goal 4: Reduce child mortality
Goal 5: Improve maternal health
Goal 6: Combat HIV/AIDS, malaria and other diseases
Goal 7: Ensure environmental sustainability
Goal 8: Develop a Global Partnership for Development

Goal 1 is broken down into three targets where Target 1C is “Halve between
1990 and 2012, the proportion of people who suffer from hunger.” Despite of the
joint efforts and long- term plans, the world is struggling to reach the target. The
share of undernourished people decreased in the period up to 2000- 2002, however
since then there has not been any progress (UN, 2010). The difficulties in reaching
the target are largest in Sub-Saharan Africa where the proportion of undernour-
ished population increased from 26 to 30 during the 1990s and in 2005- 2007, the
latest period with available data, the proportion had additionally increased to 31
(UN, 2010). About 70% of the MDGs’ target group lives in rural areas (WB,
2006) and the main livelihood for rural poor is food production and other forms
of agricultural activity. At the same time 70% of the worlds population living in
hunger are the ones producing food, that is smallholder farmers and rural landless
(FAO, 2010). This paradox gives root to a debate on what strategies to follow to
combat hunger in an efficient and sustainable way. To reverse the negative develop-
ment and fight hunger, the role of agriculture in development have to be addressed.
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The Millennium Development Goals lay ground for Norwegian development co-
operation and Zambia is one of the largest recipients of Norwegian foreign aid. In
the period 2006- 2009 it was the sixth most largest recipient country measured by
value of transfers (NORAD, 2011). One of the priorities for Norwegian aid is agri-
cultural development. Zambia is a typical example of a country in Sub- Saharan
Africa where agriculture is the main source of livelihood for the population, and
reaching the MDG no. 1 within 2015 appears to be beyond the country’s grasp.
Through national development plans the Government of Zambia have pointed out
agriculture as the sector to fuel growth in the country’s economy and one of the
main priorities is to increase agricultural production and export of agricultural
products. According to The World Bank (WB) the reasoning behind this is that
farmers that are enabled to grow more food will get both higher incomes and
better diets (WB, 2006). Increased income will again increase farmers ability to
diversify production and they are more likely to grow higher value crops. This will
through backwards and forward linkages benefit the whole economy. Increased
supply of food products will contribute to lower prices and higher consumption for
the people suffering from hunger and malnutrition.

Within the field of agricultural development there is an ongoing debate con-
cerning the future of small-scale farming in developing economies. After several
decades of debt-crises and structural adjustment programs, the majority of food
producers in developing countries have been neglected and relegated to subsistence
agriculture (Schutter, 2009). This situation can be changed, however there are dif-
ferent opinions of what role peasant farmers can and should take in reversing the
trend. On the one hand Via Campesina, the international peasant movement,
and food rights activist and researcher, Peter Rosset, are two ambassadors of the
view that to fight hunger and promote rural development the only viable strategy
is to increase food production in small-scale farming based on traditional meth-
ods (Rosset, 2000; ViaCampesina, 2010). Arguments for this strategy are both
that rural poor can produce food in an environmental sustainable way and that
small farms are associated with intrinsic productivity advantages compared to large
mechanized farms. The last part of this argument is based on a widely debated
economic theory concerning the relationship between land size and productivity.
This theory from development economics points out that small land plots are more
productive than larger farms and has been used as an argument for redistribution
of land from large to small farms. On the other hand The World Bank (WB) and
The International Fund for Agricultural Development (IFAD) promotes pro-poor
agricultural growth not primarily by increasing production in small-scale agricul-
ture, but through a comprehensive approach to rural development that includes
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both agriculture and the rural non-farm economy(IFAD, 2011; WB, 2006).

In this thesis I will use Zambia as a country case to discuss the role small-scale
agriculture can play in achieving the MDG no. 1 on halving the proportion of
people suffering from hunger. I will use economic theory on the inverse relation-
ship and results from empirical observations on the farm size-productivity relation
to investigate the role of small-scale farmers in fighting hunger in Zambia. I will
discuss my findings in light of updated research on opportunities and constraints
for Zambian peasants. My analysis will be limited to explore the potential for
fighting hunger through increased agricultural production, and I will not attempt
to consider institutional factors like the possibility of redistribution through taxes,
potential gains from provision of universal education and health care or impact of
HIV and AIDS on production.
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2 Food production in Zambia

Figure 1: Map of regions in Zambia. Source: USAID (2011)

2.1 The history of agricultural development and reform

Zambia is a land abundant country located in Africa south of Sahara. Its popula-
tion was estimated to be 13,4 million in 2010 (CIA, 2011). The country’s climate
is tropical and in large parts of the country the soil is fertile, however only 7%
of the land is arable land (CIA, 2011) and this gives a great potential for agri-
cultural expansion. The last years Zambia has experienced a positive economical
development with increasing annual growth rates; 5,7% in 2008, 6,3% in 2009 and
estimates for 2010 show 7% (CIA, 2011). This development gives rise to an op-
timistic view on the future. However Zambia is still a low income country with
53% urban and 78% rural poverty rates (UNstats, 2010). The extremely high
rural poverty might be explained by low agricultural productivity. As much as
85% of the labor force is occupied in agriculture while at the same time the sector
only contributes to 19,7% of the nations GDP (CIA, 2011). To understand the
underlying factors of the structure and organization of the agricultural sector in
Zambia one has to look at the country’s history and the dynamics of the nation’s
development.

2.1.1 The colonial period

Despite more than forty years of independence the colonial heritage still heavily
influences agriculture in Zambia today. This is visible in the structure of land
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tenure, regional distribution of farms and crop patterns as well as ideas and dis-
cussions that currently are relevant for the development of the sector have roots
in the colonial period.

The British government represented by the Governor of Northern Rhodesia, Sir
Herbert Stanley, took over direct control of the territories that constitute Zambia
today in 1924 (Adams, 2003). According to Wood et al. (1990) the main value
of the territories was at first its great value as labor reserves for mines in other
parts of Southern Africa. This resulted in female-headed households because of
labor migration among men. Wood argues that this created labor shortage in agri-
culture, disrupted traditional farming systems and developed a negative attitude
toward rural life.

As the British discovered the great potential for cobber mining in the central
districts, the urban demand for food was growing and the colonial state sought
to solve this through increased settler farming. The extraction of cobber was also
dependent of the development of infrastructure and this led to the construction of
“the line of rail”, a railway crossing the border in the south going through Liv-
ingstone, Lusaka to the Cobberbelt and further to Congo and Angola. In 1928
the colonial territories were divided into two categories of land: Crown Land and
Reserves. The Crown Land was dedicated to settler farmers and was located in the
areas along the line of rail and the African population was relocated out of the areas
by force. The Reserves were set aside for indigenous people (Adams, 2003). The
available land for Europeans proved to be much larger than the number of settlers
farmers could take advantage of and in 1947 a large proportion of the Crown Land
was converted into Trust Land and made available for Africans. However the best
agricultural soils was kept for Europeans (Adams, 2003). Even after the conver-
sion into Trust Lands only 34% of the farmland available to Africans was suitable
for cultivation and only 7% was quality arable land (Wood et al., 1990). The
settler farmers, on the other hand, had large land holdings, were few in numbers
and the development of commercial farms went slowly. This resulted in a dual-
ity of the use of farmland; Africans fully exploited the small land holdings they
had while settler framers underused the land available to them (Wood et al., 1990).

According to Wood et al. (1990), the lack of success for the European farmers
constitutes the background for state intervention in marketing and sales of agricul-
tural commodities. In 1936 the gun went off for state intervention in agricultural
markets with the establishment of the Maize Control Board (MCB). The MCB
laid out a marketing and pricing policy, with the state as a monopoly buyer and
retailer, and encouraged producers to grow maize rather than other more tradi-
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tional crops, such as sorghum, cassava or millet. The policy of the board included,
among others, a division of the market between local and settler farmers and a
discriminating pricing policy. Three quarters of the export market was allocated
to settlers, and on average African farmers received only 70% of the price received
by Europeans (Dodge, 1977). The dualistic approach of the state in offering exten-
sion services to local and settler farmers continued in 1947 with the establishment
of the Land Board, offering credit only to European farmers (Wood et al., 1990).

After the Second World War the colonial government introduced a Ten- Year
Development Plan. Funds allocated to rural development were scarce and in the
revised version from 1952 only 2% were allocated to this purpose (Dodge, 1977).
In the period from 1945 to 1956 three major rural schemes were introduced to
improve agricultural productivity by transforming a small number of farmers into
modern market oriented producers. However all schemes failed to make any no-
ticeable impact and they never involved more than 2% of the farm population
(Wood et al., 1990).

The summary of the colonial period is that it laid the ground for a clear du-
alism in Zambian agriculture. There was no attempt to give village producers
an opportunity to intensify production and gain market access and it seems the
colonialists had a fear of settler farmers going to be ousted by Africans. Until 1940
the dominant view was that local farming traditions should be maintained at a
level to meet subsistence needs. Wood et al. (1990) notes that one argument used
to justify the policy of keeping local Zambian farmers at low levels of production
was to avoid soil erosion and ecological damage.

2.1.2 The early post independence period, 1964- 1979

From the colonial period the country inherited four categories of land in 1964:
State land (formerly Crown land), Reserves, Trust land and the remaining was
Freehold land (Adams, 2003). From 1973, Zambia became a one- party state
ruled by the United National Independence Party (UNIP). The party adopted a
socialist- leaning philosophy and permitted only small-scale private property, all
large- scale enterprises had to be directly or indirectly controlled by the state. The
land nationalization program, The Land (Conversion of Titles) Act of 1975, pro-
hibited all sales of land and converted Freehold land held by commercial farmers
into leaseholds for 100 years. However The Land Act did not replace the laws
regulating Reserve and Trust Land (Adams, 2003; McEwan, 2003).

At the time of independence, Zambia had very positive economic prospects
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because of the strong mining sector. Due to large copper revenues the state could
afford to support agricultural producers and urban consumers through extensive
subsidy schemes. The parastatal National Agricultural Marketing Board (NAM-
Board) was established to keep control of and regulate agricultural input and sup-
ply markets. McEwan (2003) explains that through regional cooperatives NAM-
Board had monopoly in rural markets and controlled fertilizer sale to farmers and
shipped agricultural products from rural producers to central marketing and stor-
age centers. A price policy that involved one single price for maize each season
for the country as a whole was put in place. This made maize into a predictable
and low-risk crop and farmers got incentives to shift production. NAMboard and
other government supported agencies such as Lima bank, also supported farmers
with seasonal credit.

In the mid- 1970s the economic difficulties started to hit Zambia. After the
oil shock in 1973 the world copper prices fell dramatically in 1974. The govern-
ment chose to borrow from abroad to maintain consumption instead of undergoing
internal reforms and cut in subsidies (WB, 2006). The inward- oriented develop-
ment strategy of the government failed in the 1970s because of the vulnerability
of the copper-dependent economy and because the system was not sustainable.
The subsidy policies led to a poorly developed agricultural sector dominated by
maize. Production shifted away from other potential cash crops and traditional
and drought resistant food staples such as sorghum, millet and cassava. The strat-
egy also made farmers dependent on the government and led to a lax attitude
toward credit repayment and a lack of understanding of the functioning of mar-
kets (Mwanaumo, 1999).

2.1.3 Growing debt and transition policy, 1980- 1990

The 1980s introduced a small shift in the policy environment for Zambian agricul-
ture. Up to 1983 the excessive state control prevailed, mostly based on government
price control and subsidy support in production and marketing (Nyanga, 2006).
However from 1984 liberal reforms were slowly beginning to take form and a phase
of economic transition started.

With the international debt growing out of control in the late 1970s, Zambian
authorities faced pressure from donors and creditors to conduct reforms in the
country’s system for the political economy of farming. The first move towards
more market liberal arrangements came in 1980 when price control was removed
from non-basic consumer goods. In the years from 1984 to 1987 the government
made several additional steps in liberal direction as a part of the country’s ap-
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proach to the International Monetary Fund (IMF). This included, among other
things, the government letting go of control over the producer price for all crops
but maize and wheat; removing of monopoly powers of parastatal marketing agen-
cies and reductions in fertilizer subsidies (Wood et al., 1990). The immediate
effect of these first liberalizing reforms was an increase in the cost of crucial agri-
cultural inputs like seeds and fertilizer that again led to increased urban food prices
(Nyanga, 2006). According to Wood et al. (1990) the crucial problem with the
maize subsidy was that the urban population had become used to cheap food and
the cuts in subsidies led to riots in Lusaka and the Copperbelt. The riots caused a
pressure on the government and the result was that Zambia broke the cooperation
with IMF in May 1987.

The break with the IMF led to a halt in the liberalization phase in Zambia and
subsidies were again raised. The government tried to develop its own economic
reform program and to reduce payments on overseas debt (Wood et al., 1990). The
measures were not sufficient to stop the negative development of the poor perform-
ing economy and after the elections in 1991 there was a change of government.

2.1.4 Structural adjustment program (SAP) phase, 1991- 2000

After the elections in 1991 the Movement of Multi party Democracy (MMD)
formed a new government. In close collaboration with The World Bank (WB)
and IMF it designed and implemented a broad reform of structural adjustments.
These reforms aimed at stabilizing the economy by curbing inflation, restoring
growth and laying grounds for an economic environment that promoted private
enterprise (WB, 2006). The measures implemented included cutting public expen-
diture, closing or selling unproductive public enterprises, removing agricultural
subsidies and opening up the local economy to foreign competition. In addition,
strict fiscal discipline was introduced to reduce inflation, the local currency was
devaluated, exchange rates were freed and capital controls were removed (McE-
wan, 2003).

In the short and medium run the results from the reforms were unsatisfactory
and did not match expectations (IMF, 2007). Economic growth was not realized
and in the 1990s the country experienced 6 out of 10 years with negative or zero
growth (UNstats, 2011). Per capita income declined, unemployment rose and in-
flation eroded people’s savings (McEwan, 2003). One factor that influenced this
bad performance of the country’s economy was the serious drought seasons that
hit Southern Africa in 1991 and 1992. In Zambia the 1992 cereal production went
down to 39% of the average of the previous 5 years. Other factors were stagnant
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investments and decay of key infrastructure. In addition, the structural challenge
of privatizing the mining sector demanded many years of negotiations and before
the deal was signed the value of the state’s property had dropped significantly
(McEwan, 2003).

The deregulations of the financial markets and the removing of subsidies gave
sharp increases in food prices. Inflation during the early 1990s undermined real
incomes (WB, 2006) and, for the majority of the population, living expenses be-
came unbearable. The situation harmed the urban population in particular and
resulted in a migration flow of urban unskilled laborers from cities to rural areas.
According to WB (2006) almost 10% of the urban population moved to rural areas
and most of them took up small-scale farming as the main livelihood. Up to 1991
the migration trend had been the opposite with the urban population in this year
reaching 40% of the total population (WB, 2006).

One of the important factors of the Zambian government’s structural adjust-
ment strategy was to create a competitive agricultural sector. Self-sufficiency in
the country’s food production and increased export of agricultural products were
the main goals (Saasa, 2003). In order to facilitate the structural adjustments in
agriculture, the Agricultural Sector Investment Program (ASIP) was launched in
1996. Ten strategies were adopted for ASIP, namely, liberalization of agricultural
markets, diversification of crop production, development of the livestock sector,
emphasizing services to smallholders, expanding economic opportunities for out-
lying areas, improving the economic status of women, improving the use of the
available water resources, full utilization of land suitable for agriculture, help-
ing farmers deal with natural disasters, and emphasizing sustainable agriculture
(Saasa, 2003).

Market liberalization and elimination of subsidies changed the incentives for
farmers. The artificial profitability of maize production was abolished and the
production halved during the 1990s. Producers started to change their cropping
patterns. In the dry southern provinces many shifted to millet production, while
the more rainy Northern and Luapula provinces reverted to cassava (WB, 2006).
McEwan (2003) notes that the ASIP sector performance analysis for 1996- 2000
found that there had been a rising trend in the total area cultivated by the small-
holder sector between 1996 and 2000 compared to the period 1990/91 to 1995/96.

With regard to debt relief to selected small-scale farmers, the government an-
nounced in mid-1995 its intention to write off the debt incurred by small and
emergent farmers in those districts that were worst affected by drought. The an-
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nouncement was made before the needed administrative and operational structures
and procedures were agreed upon and put in place. Most of the lending institu-
tions finally collapsed under the heavy weight of a misguided policy decision. The
effect of this policy decision resulted in closing down of the few institutions that
were lending to the smallholders (Saasa, 2003).

In 1995 the government changed the land administration policy and replaced
the Land (Conversion of Titles) Act of 1975 with The Land Act of 1995. Just
like the act from 1975, the reform vested all land in Zambia in the President, who
holds it on behalf of the people of Zambia. However the new Land Act introduced
the possibility of land ownership and all Zambians of 21 years of age or older could
own land and non-Zambians from certain groups, like investors or resident permit
holders, could acquire and hold land (IMF, 2007). The purpose and goals of The
Land Act was improving security of tenure, enhancing productivity, and increasing
the value of land (Jorgensen and Loudjeva, 2005). The land is divided into two
categories, land under state title and land under customary tenure. According
to Jorgensen and Loudjeva (2005) the Land Act introduced as a result of equity
concerns, a reservation of 30% of land allocations for women and other vulnerable
groups. However Jorgensen and Loudjeva (2005) note that most customary laws
do not allocate land to women, and there was not introduced any means to enforce
land distribution to these groups.

The SAP period was tough for rural producers. The majority of small-scale
farmers lost access to credit facilities, fertilizer and other inputs as well as agri-
cultural markets. However crop diversification in production increased and so did
the fraction of cultivated land area.

2.1.5 Phase of Poverty Reduction Strategy Paper (PRSP), 2001- 2010

At the beginning of the new millennium the projections for future demand in min-
erals indicated a falling curve, especially for copper. In Zambia, agriculture was
defined by many as the new potential cornerstone of the country’s economy and
in all development strategies since 2000, agriculture has been given a central place
(Farrington and Saasa, 2002).

Zambia has had a period with two Poverty Reduction Strategy Papers (PRSP).
The first was launched in 2002 and lasted until the end of 2005, and the second
was for the period 2006- 2010. The evaluations of the last period are currently
still not available, however during the first PRSP period two progress reports were
produced and in 2007 the World Bank produced a Poverty and Vulnerability As-
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sessment. This makes it possible to say something about the development of the
first part of the last decade.

The first PRSP was developed in a period when the effect of the liberalization
process on agriculture became evident. Between 1995 and 2002, the agricultural
sector’s contribution to GDP first stagnated and then fell progressively from 18.4%
in 1995 to 15.0% in 2002 (McEwan, 2003). The SAP reforms had especially nega-
tive impacts on smallholder farmers. The removing of security in access to inputs
and markets led to reduced maize production and many farmers scaled down to
subsistence production of traditional crops (WB, 2007). However there were also
some positive trends in the heritage from the ASIP period, especially regarding
uptake in conservation farming and rise in the contribution of non-traditional ex-
ports (McEwan, 2003). Under these conditions the main national challenge was
to work out good strategies to stimulate the private sector to provide inputs and
identify what kind of transitional support small farmers needed (Farrington and
Saasa, 2002).

The Agriculture Commercialization Program (ACP) was developed as a part
of the first PRSP. The main interventions of the ACP were centered around agri-
business promotion and training, finance and investment land development and
support services, infrastructure development, technology development and transfer
and improved coordination of agricultural policy and institutional capacity. The
ACP promoted increased adoption of out-growers schemes, and the re-introduction
of farm blocks for large-scale farming (McEwan, 2003).

The rural population still has to overcome many constraints to be able to take
part in an agriculture-led growth process. Participants in the Rural Participa-
tory Study, conducted as a part of the work with the Poverty and Vulnerability
Assessment, identified the major constraints they face to be lack of fertilizer and
a guaranteed market price for maize (WB, 2007). According to Farrington and
Saasa (2002) the prevalence of traditional land titling implies that land cannot be
used as collateral against loans. In addition the credit market is highly insecure
and defaults are common, resulting in lack of confidence among smallholders and
credit suppliers, for instance suppliers of fertilizer on credit. The result is that
many smallholders lack access to credit, fertilizer and other inputs and this has
given rise to demands government support. Because of this the government has
not fully withdrawn from the market of agricultural inputs. Since 2002 it has de-
livered fertilizer and seeds through two programs reaching at total approximately
one-third of the country’s 1.2 million smallholder agricultural households (WB,
2007).
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The WB (2006) reports that the current growth path suggests that agriculture-
led development is desirable and the future for the agricultural development in
Zambia is optimistic, but still it is highly uncertain what the outcome will be in
the medium and long run. Zambia faces serious challenges in reaching MDG goal
number 1 and halving the proportion of the population suffering from hunger. It
is crucial to promote pro-poor growth in the rural sector to make sure that small-
scale producers in the less central regions are not left behind. According to McE-
wan (2003) there are concerns about the implications of out-grower schemes and
the reintroduction of farm blocks since this might contribute to an enhancement
of the dualistic structure of the sector and will not contribute to poverty reduction.

2.2 Structure of the agricultural sector

The history of agricultural development in Zambia have resulted in a strong dualis-
tic structure of the agricultural sector. According to Siegel and Alwang (2005) this
duality is visible in differences in technology, cultivation practices, crops produced,
geographical conditions and land distribution.

2.2.1 Agro- ecological regions

Agricultural production is strongly influenced by ecological factors and in partic-
ular by rainfall. Zambia can be divided into three main agro- ecological regions,
(Jorgensen and Loudjeva, 2005; Siegel and Alwang, 2005; WB, 2003).

Siegel (2008) uses the following characteristic of the agro- ecological regions:

Region I
The first region covers the southern parts of Western and Southern Provinces.
Climate is dry and hot and dominated by low rainfall. The soil is sandy and
the fertility is poor. Crops grown in the region are maize, sorghum, ground-
nuts, sunflowers and cowpeas. The region covers 12% of the total area in
Zambia and is populated by nearly half of the rural population.

Region II
Region II runs east- west through Central, Lusaka, Southern and Eastern
provinces and the precipitation is classified as medium rainfall. This is the
region with the most favorable agro- ecological conditions with respect to
rainfall and soil quality. Maize is the main crop, in addition to beans, ground-
nuts, sorghum, cassava, millet, sweet potato, sunflower, cotton, rice, tobacco,
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Figure 2: Map of agro- ecological regions of Zambia. Source: FAO, Country
Pasture/Forage Resource Profiles (Aregheore, 2011)

paprika and different vegetables and fruits. Region II covers 42% of the to-
tal area in Zambia. Included in zone II is a low- rainfall area in the west
with poorer soil with somewhat lower fertility. In addition, region II has
advantages like major urban centers and markets as well as good access to
infrastructure like roads and railway.

Region III
Region III is a high rainfall area in the north. It runs through Copperbelt,
Luapula, Northern and North- Western provinces. Included in this region
are several major river systems, such as Luapula and Mansa rivers, and nu-
merous lakes. Major crops are cassava, maize, groundnuts, millet, sorghum,
beans and sweet potatoes. Region III covers the last 46% of the country’s
total area.
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Figure 3: Table of agro- ecological regions of Zambia. Source: Siegel and Alwang
(2005)

2.2.2 Land use and distribution

Zambia has got good potential for agricultural expansion with respect to land
abundance. According to MACO (2010) out of the country’s total land size of
approximately 75 million hectares, 43 million hectares is classified as medium to
high potential for agricultural production. Out of this currently only 6.02 million
hectares (14%) is utilized MACO (2010) also present their estimate for potential
land for irrigation to be 2.7 million hectares. Today about 156,000 hectares are
under irrigation.

Land tenure arrangements affect both producers’ access to agricultural land
and credit. In Zambia 94% of the land is under ”customary tenure” and is dis-
tributed to small-scale farmers by the local chiefs. This type of tenure is not a
uniform land policy for the country, but includes 73 ethnic traditions and four
types of marriage and social organizational systems, which affect access to land.
The last 6% is state land and includes cities and towns, mining areas and land
that was set aside for commercial agriculture in the colonial time. The structures
from colonial time are still visible and only commercial farmers have titles to lease
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state land (Jorgensen and Loudjeva, 2005; Siegel and Alwang, 2005).

All land is vested in the president, however the powers to make and execute
grants and dispositions of land have been delegated to the commissioner of lands,
who receives policy guidelines from the minister of land. The Ministry of Agri-
culture and Co- operatives (MACO) identifies, plans and recommends land for
agriculture. District, municipal and city councils act as agents for the land com-
missioner, dividing land into plots and recommending applicants to be granted
certificates of title (Jorgensen and Loudjeva, 2005).

2.2.3 Farmer classification

The population of Zambia is estimated to be 13,8 million (CIA, 2011) and some
75% are engaged in agriculture (CSO, 2003). Most of the people contributing to
the agricultural sector are rural residents and small-scale subsistence farmers. In
1998 the Living Conditions Monitoring Survey reported that overall rural poverty
rate was as high as 83% and extreme rural poverty was 70%.

There are several possible ways of dividing farmers and farming households in
Zambia into categories, however the estimations done by WB (2003) distinguishes
four categories based on farm size, technology, market orientation and location:

small-scale farmers

• includes approximately 800,000 households

• cultivate on average 1.45 hectares of land

• use low-input, hand hoe technology and relies upon family labor

• consume a large proportion of own output

Emergent farmers

• 40,000 to 60,000 households

• cultivate 5 to 20 hectares

• use draught power and purchased inputs

• have relatively higher levels of education and work experience

• use both family and hired labor
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• food production is primarily marketed

Large scale commercial farms

• 600 to 750 farms

• cultivate between 50 and 150 hectares

• have extensive mechanization and rely upon a combination of permanent and
casual staff

• the majority of these farms are family-owned

• production is for commercial sale

Large corporate operations

• less than a dozen in number

• cultivate several thousand hectares (or more) of crops and/or one thousand
or more heads of livestock

• managed by hired professionals

• most operations involve vertical integration with agro-processing

This classificiation is also shown in figure 4.
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Figure 4: Classification of farmers. Source: Jorgensen and Loudjeva (2005); WB
(2003)

2.2.4 Crop production

Main food crops produced in Zambia are cereals, like maize, sorghum and millet;
root crops, like cassava; and other food crops, like oil crops, groundnuts, vegetables
and fruits. In addition high value crops like tobacco, cotton and sugar are grown,
mainly for export. According to Haankuku (2010), maize production covers 54%
of area produced, cassava covers 13%, other cereal and oilseeds 13% each and all
other crops are produced on the remaining 7% of land area under cultivation.

In figure 5a, showing crop yield for 2004, we can see that the production vol-
ume is greatest for sugarcane, fruits, vegetables and root crops. However figure
5b, showing production value of harvested crops clearly states that maize had the
largest contribution and accounted for 23% of agricultural GDP in 2004 (Thurlow
et al., 2008).
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Table 5. Baseline crop yield, area and production and CAADP targets and growth rates (national level) 
 Crop yields  

(exogenous: imposed on the model) 
Production quantity 
(endogenous: results from the model) 

Harvested area  
(endogenous: results from the model) 

 Initial 
level 

Baseline 
growth 
rate 

CAADP 
target 
level 

CAADP 
growth 
rate 

Initial 
level 

Baseline 
growth 
rate 

CAADP 
target 
level 

CAADP 
growth 
rate 

Initial 
level 

Initial 
share 

Baseline 
share 

CAADP 
share 

 mt/ha % mt/ha % 1000 mt % 1000 mt % 1000 ha % % % 
 2004 2005-15 2015 2005-15 2004 2005-15 2015 2005-15 2004 2004 2015 2015 
             Cereal crops             
   Maize 1.42 0.67 2.00 3.47 763 2.84 1,226 4.86 536 46.1 49.6 45.8 
   Sorghum & millet 0.67 0.19 1.00 4.01 50 3.17 80 4.86 74 6.4 7.4 6.0 
   Other cereal crops 1.19 0.85 1.74 3.92 121 -3.28 207 5.55 102 8.7 5.0 8.9 
                         Root crops 5.99 0.66 8.98 4.13 957 2.47 1,646 5.57 160 13.7 14.3 13.7 
                         Other food crops                         
   Pulses & oil crops 0.60 2.04 0.77 2.57 31 -4.25 40 2.67 52 4.4 2.0 3.9 
   Groundnuts 0.44 0.40 0.64 3.83 36 3.21 62 5.45 82 7.1 8.1 7.2 
   Vegetables 6.27 1.61 8.57 3.18 199 1.16 331 5.24 32 2.7 2.3 2.9 
   Fruits 6.35 1.84 7.83 2.12 84 -0.27 123 3.93 13 1.1 0.8 1.2 
                         High-value crops                         
   Cotton 0.52 1.65 1.09 7.74 41 3.90 108 10.11 80 6.9 7.4 7.4 
   Sugarcane 60.55 1.36 119.67 7.05 1,453 3.59 3,571 9.41 24 2.1 2.2 2.2 
   Tobacco 1.08 0.95 2.21 7.42 5 3.17 11 9.78 4 0.4 0.4 0.4 
   Other crops 2.77 0.76 4.86 5.76 14 2.98 29 8.09 5 0.4 0.5 0.5 

             Source: Initial yield, area and production estimates are from MACO (2007) and the Food and Agriculture Organization (FAO, 2007). Crop yield targets are based on crop 
production field trial assessments from the Zambia Agricultural Research Institute (ZARI, 2007). 

 

(a) Crop yield
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Table4. GDP growth rates in the Baseline and CAADP scenarios  

 Initial value  
of GDP 
(Kw bil.) 

Percentage share of total (%) Average annual growth rate (%) 
 Total GDP Agricultural 

GDP 
Baseline 
scenario 

CAADP 
scenario 

 2004 2004 2004 2005-15 2005-15 
      Total GDP 23,699 100.0   4.56 5.34 
           Agriculture 4,859 20.5 100.0 2.53 6.09 
              Cereals 1,307 5.5 26.9 1.78 4.92 
      Maize 1,143 4.8 23.5 2.13 4.84 
      Sorghum & millet 53 0.2 1.1 2.61 4.69 
      Other cereals 111 0.5 2.3 -3.51 5.84 
              Root crops 444 1.9 9.1 2.08 5.54 
              Other food crops 895 3.8 18.4 0.84 4.80 
      Pulses & oil crops 100 0.4 2.1 -4.28 2.97 
      Groundnuts 344 1.5 7.1 2.54 5.35 
      Vegetables 283 1.2 5.8 0.79 5.24 
      Fruits 168 0.7 3.4 -0.62 3.78 
              High-value crops 818 3.5 16.8 3.20 9.13 
      Cotton 312 1.3 6.4 3.37 9.37 
      Sugar 337 1.4 6.9 3.22 9.00 
      Tobacco 109 0.5 2.2 2.93 9.43 
      Other export crops 61 0.3 1.3 2.65 7.97 
              Livestock 740 3.1 15.2 4.26 6.05 
      Cattle 237 1.0 4.9 4.57 6.68 
      Poultry 236 1.0 4.8 4.60 6.70 
      Other livestock 268 1.1 5.5 3.65 4.80 
              Other agriculture 656 2.8 13.5 3.31 5.99 
      Forestry 374 1.6 7.7 3.46 6.93 
      Fisheries 282 1.2 5.8 3.12 4.62 
           Mining 2,556 10.8   6.36 6.19 
           Manufacturing 3,084 13.0   3.90 4.66 
   Processing 2,722 11.5   3.90 4.84 
           Other industry 1,818 7.7   5.38 5.61 
           Services 6,520 27.5   4.66 4.70 

      Source: Own calculations from the new 2004 Zambia social accounting matrix and our results from the Zambian CGE-
microsimulation model. 

 
 

(b) Production value

Figure 5: Production statistics 2004. Source: Thurlow et al. (2008)

3 Theory

The history of the development of the agricultural sector shows that in the early
stages of colonial time, traditional Zambian agriculture was efficient relative to that
of settler farmers. African farmers were to a much larger extent than Europeans
able to take full advantage of the agricultural land devoted to them. However,
land policy and government subsidies up to the 1990s were heavily biased towards
large farms run by European settlers and the liberalization in the following decade
further worsened the situation for small-scale local farmers. The result is a sharp
dualistic structure of the agricultural sector in Zambia. On the one hand agricul-
ture is dominated by small-holder subsistence farmers using hand- hoe and oxen
technology, on the other hand a small number of large scale mechanized farms
occupy the most fertile areas with the most efficient infrastructure. Development
plans for Zambia lay grounds for agriculture-led poverty reduction, however it is
not clear what the potential for small-scale farming is in this process. A well known
and much debated theory in development economics points out that small farms
are more efficient than large farms because they are able to use inputs like land
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and labor more efficiently. The result is that small farms have higher output or
yields per acre than large farms and the policy implications might be far reaching.

3.1 Land size and productivity

Economists started to take notice of the possible inverse relationship between size
and productivity in the 1960s, and the literature points to an article by Sen (1962)
as one of the very first publications on the subject. After Sens famous article, a
substantial number of researchers have devoted their time to empirical studies of
this inverse relationship.

One of the foundations of the theory is how it measures productivity, or effi-
ciency in production. Both the classical studies and more recent empirical analyses
measure output, or value of output, per hectare or acre. This measures the pro-
ductivity of land in production, thus not total factor productivity. Binswanger
and Rosenzweig (1986) notes that output or yields per acre as a measure of pro-
ductivity is limited and only represents a partial productivity measure that does
not take into account differences in input use.However Barrett (1996) underlines
that the results in the literature is bridged empirically and the results stand even
when one accounts for differences in use of other inputs than land. Ray (1998)
argues that, talking about agricultural production, a broad notion of efficiency is
necessary. According to him an adequate definition is that production efficiency
is achieved when the values of the marginal product of all inputs equal their true
marginal costs. This is a notion of productivity in the sense of market efficiency
and he argues that this definition of efficiency is tested in empirical investigations
of the relationship between land size and productivity. Ray (1998) explains that
when the conditions for production efficiency are violated in agriculture in devel-
oping countries it will be in the direction of under- or over-application of inputs.
For example when large farms use less labor than optimal because of market im-
perfections and incentive problems that raise the cost of labor or incur fixed costs
for labor supervision. And similarly, when small farms employ more family labor
than optimal because of the possibility of unemployment.

The classic studies of the inverse relationship regress the value of output of
specific crops per unit of operated area, and are based on simple models using
ordinary least squares (OLS) regression of the form:

log y = α + β logOP + ε

where y typically is value of output per acre, OP is operational size and ε is an
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error term (Bhalla and Roy, 1988; Heltberg, 1998). Many studies find a signifi-
cant negative relationship, that is a negative β, including Berry and Cline (1979),
Bhalla (1979) and Carter (1984). During the 1970s and 80s the inverse relation-
ship became a stylized fact in development economics and since then the theory
has been challenged and reaffirmed by many studies.

The reason why the theory of the inverse relationship has received much at-
tention and has become the subject of numerous empirical studies is that it can
potentially have far- reaching policy implications for agricultural development poli-
cies. The core arguments are those in favor of re-distributive land reform, and the
reasoning is that land redistribution into family farms can increase production, ru-
ral employment and the equality of income distribution (Berry and Cline, 1979).
Another central aspect is the implications for natural resource management and
migration. Large farms use input intensive practices, dependent on pesticides, fer-
tilizer and machinery, that can have devastating ecological consequences and lead
to land degradation. When these externalities are considered, small farms may be
viewed as more efficient (Fan and Chan-Kang, 2005).

3.2 Explanations for the inverse relationship puzzle

The literature shows that the empirical studies of the theory have concentrated on
finding evidence, or lack of, for economic explanations of systematic differences in
input- output ratios between large and small farms. The simple model have been
extended to control for numerous exogenous factors like differences in observed
land quality, farmer’s skills, irrigation facilities, among other. There exists several
possible explanations for the inverse relationship in the literature. Barrett (1996)
divides the explanations into three categories:

• Decreasing returns to scale.

• Labor market dualism.

• Factor prices dependent on farm size.

First, it might be that larger farms are less productive than small farms be-
cause of special features of agricultural production that give decreasing returns to
scale. However Ray (1998) points out that this is not a very likely explanation. If
all inputs are being expanded in the same proportion we would at least experience
constant returns to scale. In addition large plots are suitable for mechanization,
and farms above a certain threshold in size that can take advantage of this, could
experience increasing returns to size. According to Berry and Cline (1979) empir-
ical studies on returns to scale in developing country agriculture generally have
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found approximately constant returns.

The second explanation is the classical explanation and it tells us that there
is a duality in the alternative cost for labor. For large farms that rely on hired
labor, the opportunity cost of another unit of labor is the going market wage rate,
however for family farms the opportunity cost is lower because of the opportunity
of unemployment (Ray, 1998).

The third explanation includes the second, however it has a much wider ap-
proach. It relies on failures in rural markets that generate binding constraints for
farms and these constraints are dependent of farm size (Barrett, 1996). Duality
in the alternative cost of labor is one possible failure in the labor market, however
other market failures might also cause the inverse relationship. Because of market
failures in multiple markets, the incentives facing larger farms systematically differ
from those facing smaller farms (Berry and Cline, 1979). The markets affecting
agricultural producers in addition to the labor market are markets for land, credit
and insurance. I will use this third explanation in the further review of the theory
and it’s foundations.

3.3 Agricultural market failures in developing economies

Binswanger and Rosenzweig (1986) put up a dualistic model of agriculture that
constitutes a good theoretical framework for the relations between market failures
and the inverse farm- size relationship. In the model we have a large farm, or
modern, sector that is contrasted with a small farm, or traditional, sector. The
difference between the two sectors lies in the fact that the large farm sector has a
greater use of hired labor and capital per acre.

The model of Binswanger and Rosenzweig (1986) implies that the capital- labor
ratio and the productivity per acre for an operational holding will vary with the
scale of the operational holding (OP), with the size of the ownership holding (OW),
and with family size (FS). The assumptions can be shown by the first derivatives:

K

L
= θ(OP,OW,FS) θ1 > 0, θ2 > 0, θ3 < 0

Q

OP
= ψ(OP,OW,FS) ψ1 < 0, ψ2 > 0, ψ3 > 0

Where K is capital, L is labor and Q is output value. The capital labor ratio
will vary positively with both operational holding and ownership holding and neg-
atively with family size. The ratio of output value to size of operational holding
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will however vary positively with both ownership holding and family size and neg-
atively with operational holding.

This simple model’s prediction for differences in factor ratios and productivity
across farms is explained by market failures in rural markets for land, labor and
insurance. To understand the theory we have to understand the concepts of market
failures in the rural economy that are related to farm size.

3.3.1 Land

Markets for land can be divided into to two general categories, land rental mar-
kets and land sales markets. The hypothesis of constraints dependent on farm size
because of dysfunctional land markets is the dual assumption that operational
holding is limited due to imperfect land rental markets, and owned holding is in-
flexible due to sales market imperfections (Heltberg, 1998). The result from both
assumptions is that large farms hold more land than they can take advantage of in
an efficient way and small farms have restricted access to land. Thus small farms
will apply more labor per acre and be relatively more productive.

Land rental markets experience failures because of contractual and incentive
problems, or agency problems. In the literature this is explained by modeling
relationships between land owner and tenants within a game theory framework
called the principal- agent model. For land lease there are in general two types
of contracts; sharecropping contracts and fixed-rent contracts (Ray, 1998). Un-
der sharecropping contracts, on the one hand, the rent is specified as a fixed
proportion of the harvest, giving tenants incentives to supply less input than an
owner-cultivator and to under report output (Heltberg, 1998). On the other hand,
under fixed rent contracts the rent is predetermined and independent of output.
This contract does not give the adverse incentive effects that sharecropping does,
and for the tenant utility will be maximized by applying the same amount of ef-
fort as if the land was owner cultivated. However, fixed rent contracts are not
risk neutral, but place the entire yield and price risk on the tenant. Because of
this a risk averse tenant will implicitly demand a risk premium deducted from the
rent (Heltberg, 1998). The result is that land owners with large holdings will have
a less than optimal number of workers or peasants to cultivate their land while
smaller farms will apply more labor than optimal.

There are several reasons to expect market failures in land sales markets that
contribute to the inverse relationship. Even if land sales markets exists, the ef-
fective price of land on small farms is likely to be higher than on large farms.
Purchases of small plots probably carry a higher price per hectare than do large
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plots (Berry and Cline, 1979). However, in most situations land sales are restricted
by various factors and this obstructs an efficient distribution of land from large
farms to smaller farms. First, there might be formal restrictions on land sales
through legislation. In many countries land sales markets are limited or non- ex-
istent, like in Zambia. Second, there might be other restrictions like incentives to
hold land for purposes other than production. Berry and Cline (1979) point out
that one influence to low production relative to operated holding on large farms is
the holding of land for purpose of asset replacement or for prestige and political
purposes. In countries with badly functioning capital markets, land can be one
of the most stable assets to invest in and large land holdings might give political
influence. In addition, fear of future land reform might make land owners unwill-
ing to lease out land for cultivation. The more objectives, other than production
for profit, that effects the decision of land owners, the lower land productivity on
large farms is likely to be (Berry and Cline, 1979).

3.3.2 Labor

Failure in the market for labor creates a discrepancy between the cost of hiring
labor and the cost of applying family labor for own cultivation. On the one hand
this discrepancy might stem from the problem of moral hazard in wage labor. The
hired worker has an incentive to apply less than maximal effort in working for
the landlord and because of this the landlord must supervise his workers. This
creates supervision costs. Carter and Wiebe (1990) put up a model to explain how
supervision costs depend on farm size, where total units of effective labor Leff

depends on the number of units of own labor, Lh, and units of hired labor, Ld:

Leff = Lh + λ
( Lh

OP

)
Ld

One of the assumptions in the model is an informal family labor supervision tech-
nology, λ, which is a function of the density of household labor, Lh, per operational
holding, OP. The first derivative is positive, λ′(·) > 0 and 0 < λ < 1. The model
suggests that larger operational holding give less units of effective labor if the farm
is using hired labor, holding everything else equal. In addition one additional unit
of hired labor will give less than one more unit of effective labor.

On the other hand the wage cost discrepancy might stem from factors on the
family farm. The family farm employs household members to cultivate the farm
land and the family shares the produced output so that workers are paid the av-
erage product. On the larger farm that uses hired labor the workers are paid the
marginal product of the last unit of labor. This creates a labor market dualism
where in equilibrium the average productivity of labor on the small farm equals
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the marginal product of labor on the large farm, thus marginal productivity is
higher on the larger farm (Bhalla, 1979). Small farms will apply relatively more
labor per acre than larger farms and this might result in the inverse relationship.
The potential efficiency gain to the economy as a whole of peasants taking on
employment outside of the family will not be realized because this implies a loss
to the individual worker (Bhalla, 1979). If the outside work is not adjacent to the
farm, pooling of family income might not be possible and workers who leave the
farm will have their income reduced by the difference between the wage rate and
the average product on the family farm.

Ray (1998) argues that the situation of oversupply of household labor on the
family farm might stem from unemployment. If there is unemployment in the
economy there will be a difference in the alternative cost of labor for a small farm
that applies family labor and larger farms that use hired labor. The alternative
cost for the larger farm will be the going market wage rate, however for the small
farm the alternative cost will be less than the market wage rate because of the
possibility of unemployment. This results in that small farms will put in more la-
bor per acre than large farms and will produce higher output per acre Ray (1998).

Figure 6: Imperfect labor markets and small- farm productivity. Source: Ray
(1998)
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Figure 6 shows the situation described by Ray. The production function shows
the relationship between labor input per land unit and output per land unit. The
production function has standard neoclassical qualities, such that return to labor
input per land unit is positive and decreasing. With a lower opportunity cost of
labor, because of the possibility of unemployment, small farms that use family
labor will apply L∗∗ units of labor per land unit. Large farms that hire labor until
the marginal product equals the wage rate. Since the wage rate is higher (steeper
slope of the curve) than the opportunity cost of family labor, large farms will use
less labor per land unit, L∗.

3.3.3 Credit

Credit markets might fail for two main reasons. First, because lenders have lim-
ited possibility of monitoring what is being done with a loan, and second, because
borrowers might default on the loan for strategic reasons (Ray, 1998). Because
of this, both involuntary and voluntary default is likely. The result is segmenta-
tions in rural credit markets and credit rationing. small-scale farmers and landless
have restricted access to credit because financial institutions routinely require col-
lateral in the form of land or other fixed assets as a condition for offering loans
(Binswanger and Rosenzweig, 1986). What we observe are binding constraints on
farmers that make price on credit dependent on farm size.

Feder (1985) argues that there is evidence that yields may be positively related
to farm size or that they do not vary systematically with farm size. This might
stem from the existence of price distortions in credit markets which might have
countervailing effects. Feder (1985) models credit, S, to be a function of land
owned:

S = S(OW ), S ′ > 0

The resulting lack of liquidity during the planting and growing season limit the
ability of small-holder farmers to buy necessary farm inputs in time, hire seasonal
labor and make long term investments. Accordingly, the dual model of Binswanger
and Rosenzweig (1986) assumes a positive relationship between owned land and
output because of credit constraints.

However, there are several reasons why market failures in credit markets can
have the opposite effect, and instead enhance the inverse relationship in output
to land ratio between large and small farms. First, differential access to credit
combined with distress land sales may, over time, reinforce an unequal and inef-
ficient distribution of land (Carter and Wiebe, 1990). Carter and Wiebe (1990)
explains that if small farmers lack access to credit they may be forced to sell off
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land in temporary distress to smooth consumption. Second, peasant farmers with-
out land, and with credit constraints, will not have the capital requirements to
invest in machinery, irrigation or other inputs and this will increase small farms
dependence of family labor (Binswanger and Rosenzweig, 1986).

Kevane (1996) puts up a model to explain the ambiguity of the effect of credit
markets failure. Cash flow of a household must be equal to zero or positive:

A+ w(Lw − Ld) − J ≥ 0

Where A is access to credit, w is the wage rate, Lw is household labor allocated to
wage-income activities outside of the household, Ld is hired labor and J is a fixed
subsistence requirement of consumption that the household is not able to produce.
The model illustrates that even wealthier households, with the ability to put up
collateral and thus get access to credit, will still have a limited ability to employ
outside labor since labor must be paid at the time of the work, before production
is realized. However, it is obvious that households with access to credit will have
a larger possibility to hire labor and expand production than household without
possibility to borrow.

The possible ambiguous effect of credit market failures on the land to output
ratio makes it important to isolate owned land from operated land and labor mar-
ket effects from credit market effects in a proper way in empirical studies of the
relationship.

3.3.4 Insurance

Ray (1998) distinguishes between two forms of insurance: self- insurance and mu-
tual insurance. Self insurance is smoothing of consumption using own assets, while
mutual insurance reduces individual risk by interaction across a number of agents.
In rural markets both self- insurance and mutual insurance will be available to
farmers to a degree dependent of the size of their land holdings.

Heltberg (1998) notes that wealth and post harvest access to credit is a buffer
against risk that is available to farmers with large land holdings, so self insurance
is more likely to be available to large farms than to small farms. Self insurance of
this form will create a buffer against risk and make wealthy farmers able to invest
in riskier crops with higher yields. This can reduce the potential for an inverse
relationship, because small farmers are more vulnerable to weather riskiness even
though they may be more productive in the first place. (Heltberg, 1998). However,
small-scale agriculture might exploit mutual insurance in the form of local social
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structures in the village and the extended family to compensate.

This is the basic reasoning when Barrett (1996) offers an alternative expla-
nation of the inverse relationship that has root in insufficient access to insurance
for small-scale farmers. He finds that price risk and distinct agrarian classes of
farmers can explain the oft- observed inverse relationship. The conclusion is based
on three empirically stylized facts on rural agricultural organization:

• Poor farmers can not fully hedge uncertain staple crop prices.

• Land is unevenly distributed across the agricultural population.

• Small farms tend to be net purchasers of agricultural commodities, large
farms tend to be net sellers.

The basic intuition is that small, net buyer farming households experience food
price risk and food security stress that leads to an over- application of family labor.
It is even possible that family labor is utilized beyond the point where their own
shadow value of labor equals the actual gain (Barrett, 1996).

4 Literature review

Many economists have criticized the assumptions made, model specifications and
reliability of data in the classical studies, much because of the controversy of the
redistribution policies that the theory is used as an argument for. For example
Barbier (1984) accused the theory of being ”a product of imagination” because
of bad model design. Defenders of the theory have met these challenges and ex-
tended the simple model to correct for a wide range of other factors that might
affect the productivity other than land size. As Fan and Chan-Kang (2005) puts
it, the debate has gone through a complete circle. In the 1970s the theory was
regarded as a stylized fact and redistribution of land was viewed as efficient. In
the 1980s the theory was questioned and small farms were viewed as an obstacle
to efficient labor application and it was argued that labor was more efficiently
applied if it was moved to industry. During the 1990s the agricultural production
became more diversified and producers shifted from grain to cash crops and hor-
ticultural products, in which small farms may have a comparative advantage (Fan
and Chan-Kang, 2005).

Since Fan and Chan-Kang (2005) wrote this summary, the debate has devel-
oped further. During the first decade of the 2000 the inverse relationship has
again been questioned because of the rapid population increase and the need for
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increased food production. This is evident when one compares the two different
Rural Poverty Reports by the International Fund for Agricultural Development
(IFAD) published in 2001 and 2011 respectively. The report from 2001 states
clearly that small farms remain usually at least as productive as large farms and
that control of farmland is crucial for overcoming rural poverty (IFAD, 2001). The
report in addition notes that in low-income areas rural labor income alone seldom
is sufficient to avoid poverty, so most landless or near-landless rural people stay
poor (IFAD, 2001). In the report from 2011 the foreword states that ”The world
has changed dramatically since IFAD released its last Rural Poverty Report in
2001.” (IFAD, 2011). The striking changes are the forecasts for population in-
crease: ”Strikingly, current forecasts estimate a 50 per cent population increase by
2050, with most growth expected in developing countries. Feeding the projected 9.1
billion will require overall global food production to increase by 70 per cent, while
production in developing countries may well have to almost double” (IFAD, 2011).
According to the updated policy if IFAD, rural economic growth and poverty re-
duction requires a broad approach, not only dependent on agriculture but also on
development of the rural non- farm economy.

There is no doubt that the theory has been tested, questioned and re- examined
several times since the first classical studies. Some studies find strong evidence
for the theory, other find that there is no inverse relationship and some find that
the relation between land size and productivity is ambiguous. I will give a brief
literature review on a selection of empirical studies of the inverse relationship,
structured by the conclusions the different researchers make.

4.1 Support of the theory

Bardhan (1973) uses individual farm-level data for nearly 1,000 Indian farms to in-
vestigate the inverse relationship between farm size and output per acre in paddy
agriculture. He concludes that the observations are likely to be the result of
production uncertainty in agriculture and other factors involving the interlinked
phenomenon of land- and labor-market imperfections. In order to test the hetero-
geneity of family and hired labor he uses the regression equation:

logQ = logC + β1 logM + β2 logF + β3 logA+ β4 logw + ε

Where Q is value of crop production, C is the constant term, M is gross cropped
area per net sown area, F is number of fragments (into which the farm is parceled)
per acre, A is net sown area and w is the average wage paid to hired labor by
each farm. ε is an error term that represents all other variables that determine
the value of crop production. OLS- regression results show that in paddy agricul-
ture A has a significantly negative coefficient, which suggests that even after taking

28



into account the impact of cropping intensity, fragmentation, and the wage rate on
the use of labor per acre, value of production decreases as the size of area increases.

Carter (1984) uses a pooled farm level dataset of Indian agricultural data from
the 1950s and he find a significant, monotonic inverse relationship. He test the
hypothesis that the inverse relationship stems from the fact that small farms tend
to have skilled self- employed farmers, while large farms employ unskilled, less
productive landless workers. In addition, he tests the hypothesis that the inverse
relationship may be a misidentification of the effect of soil quality on produc-
tion, because in areas of greater soil quality, population may have grown relatively
rapidly, leading to a subdivision of land into small holdings. The basic conclusions
from his study are that the relationship is not a reflection of bias resulting from
sample selection based on farmer literacy, nor is it a misidentification of village
effects. The analysis favors the explanation that the inverse relationship stems
from family labor surplus on small farms.

Byiringiro and Reardon (1996) use data from Rwanda and examine how farm
size affect land and labor productivity, how land degradation affects farm produc-
tivity, and conversely, how soil conservation investments affects crop productivity.
They find that there is a strong inverse relationship between farm size and land
productivity, and the opposite for labor productivity. The marginal value of la-
bor on smaller farms was well below the market wage, and this might explain the
inverse relationship. However they introduce an additional possible explanation,
namely that small farms are more productive because they invest more in soil con-
servation. Despite the fact that small-scale farming is more intensive, the inverse
relationship is not mitigated by the smaller farms being more eroded. Rather they
observe that small farms have twice the soil conservation investments than do large
farms and that they are not more eroded. They find that farms with greater in-
vestment in soil conservation have much higher land productivity than the average.

4.2 Evidence of a positive relationship

Fafchamps (1992) investigates the relationship between farm size and cash crop
production and finds a theoretical explanation for why large farms produce crops
of higher value than small farms. He does not conduct an empirical investigation,
but applies a simple theoretical model of crop portfolio choice and investigates the
effects of consumption preferences on output choices. He finds that large farmers
differ from small farmers in that they have better access to credit, better ability
to sustain risk and staple foods make out a smaller share of their total consump-
tion expenditures. Smaller farmers are in a situation were food security at the
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household level is best achieved by a high degree of food self-sufficiency. Sub-
sistence concerns for smallholder farmers make them specialize in less profitable
staple crops, while large scale farmers specialize in cash crops. Fafchamps (1992)
explains this by failures in rural food markets, leading to a high variance in food
prices. When households are risk averse and face food security stress, this gives
high covariance between individual and market supply and smallholder farmers
will produce low value food crops for own consumption.

Kevane (1996) demonstrates that a positive relationship between size and pro-
ductivity is both theoretically and empirically possible for Western Sudan. He uses
two different data sets, a survey of Bireka village and a survey of 116 households
in four village clusters to the south of Bireka around the market town of Jaibat.
He shows that the positive relationship is likely to arise in settings where house-
holds have limited access to credit and mutual insurance, and where landlords
are reluctant to rent out land because of the fear of losing property rights. He
argues that these settings are as common as the labor market dualism invoked to
explain the inverse relationship. Market failures in credit and insurance markets
lead poor farmers to adopt less profitable, extensive strategies of cultivation and
Kevane (1996) notes that this might lead to small farmers being more and more
marginalized as the large farm sector buy more land and are able to expand.

Dorward (1999) contributes to the limited literature on farm size and produc-
tivity in smallholder agriculture in sub-Saharan Africa using farm survey data
from Malawi for four seasons in the 1980s. He uses a linear programming farm-
household model and provide evidence of a positive relationship between farm size
and productivity in both labor scarce and land scarce smallholder farming. He
argues that poorer farmers might be less productive since they may be driven to
take outside work and thus only be part time farmers because of poverty. In ad-
dition, he notes that even in the absence of capital intensive technology, almost
all farming requires working capital to finance family or hired labor up to harvest
time. The positive farm size relationship in Malawi can thus be explained by mar-
ket failures in capital and insurance markets.

4.3 Ambiguous effects

Bhattacharya and Saini (1972) examine disaggregated farm management data for
individual farms and apply tests for the correlation between farm size and gross
value of output per acre. The data relate to Ferozepore district for the years
1955-56, 1956-57, 1967-68 and 1968-69 and to Muzaffarnagar for the same years
and also for 1966-67, both districts in India. Their investigation shows changes in

30



the size-productivity relationship in these regions from the period before and after
the green revolution. They regress value of output, V, per acre of gross cropped
area, G, that is V

G
, on gross cropped area, G, and they find mixed results. In the

periods up to 1967- 68 for Muzzafarnagar the average village correlation seems
to be significantly negative and for Forezepore the results are much closer to zero
but still significantly negative for 1956- 57. However, for 1968- 69 the correla-
tion between G and V

G
seems to have become positive in both the regions. This

means a change from negative correlation to positive correlation in the district of
Muzaffarnagar and from near zero correlation to positive correlation in the district
of Ferozepore. The authors explain this shift with the technological change the
regions went through in the green revolution.

Deolalikar (1981) follows up on the results from Bhattacharya and Saini (1972)
and uses regional data from India to test two hypotheses: 1) Whether the small
farm sector enjoys a yield advantage over the large farm sector and 2) if this advan-
tage diminishes, or reverses, with technical change. The data seem to confirm both
hypotheses; small farms are more productive than large farms, however technical
progress reduces yields of the small farm sector relative to the large farm sector.
According to Deolalikar (1981) is seems that the explanation, on the one hand,
lies in the reduced importance of labor, since this abundant on small farms. On
the other hand, the reversing of the inverse relationship might stem from increased
importance of cash inputs like fertilizer and improved seeds and the fact that small
farms can’t afford to apply these.

Carter and Wiebe (1990) analyze data for Kenya and find that a statistically
significant U-shape characterizes the relationship between farm size and both out-
put and family income. They observe that the intensity of family labor application
on small farms is clear, and this sharply drives down profits on smaller farms. Prof-
its even fall below zero for the smallest farms. However, Carter and Wiebe (1990)
notes that this is because the price of family labor is set to the market wage, over-
stating the real opportunity cost of family labor to farm households. In the Kenya
data used by Carter and Wiebe (1990), farms less than 3 acres in size borrow an
average of 2 shillings per acre to finance production costs, while large farms borrow
250 shillings per acre. This clear sign of credit market imperfections, interacting
with an imperfect labor market, is mentioned as one possible explanation for the
striking size-productivity relationship displayed in figure 7. The analysis suggests
that, despite their access to cheap labor, the potential hyperproductivity of small
farms is eventually overwhelmed by capital constraints.

Lamb (2003) examines the role that land quality and imperfect markets play in
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Figure 7: Farm size and net returns per acre. Source: Carter and Wiebe (1990)

generating the inverse productivity relationship in the International Crop Research
Institute for the Semi Arid Tropics (ICRISAT) data. He finds that the inverse re-
lationship could not be explained by unobserved land quality differences or rural
market imperfections alone. After controlling for imperfections in village labor
and land markets, along with differences in household land quality, the inverse
relationship in male labor demand vanishes, but not in female labor (Lamb, 2003).
However, when he uses instrumental variables estimation to correct for measure-
ment error, the relationship vanishes also in the female labor demand model. Thus,
there is a possibility that the inverse relationship is a result of measurement error
causing land size to be an endogenous variable.

4.4 Competing explanations

As this short literature review demonstrates, there is no clear conclusion on nei-
ther the validity of nor the explanation for the inverse relationship. Assuncao and
Braido (2005) attempt to make a summary of the most important hypothesis and
reviews five competing explanations for the inverse relationship. Using data from
India and Village Level Studies from ICRISAT, they test all of the following five
hypothesis: 1) Imperfect labor supervision capability; 2)Food security stress; 3)
Differences in farmer skills; 4) Plot heterogeneity; 5) Measurement error.

Imperfect labor supervision capability
Assuncao and Braido (2005) note that supervision capability depends on the total
area managed by the farmer. They run regressions that correct for both plot area
and total area managed by the farmer. The results show that plot productivity
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is inversely related to plot area, however it is positively related to the additional
area managed by the farmer. Because of this the authors reject this as a possible
explanation.

Food security stress and differences in farmer skills
According to these explanations, the inverse relation is caused by stress and skill,
which are unobserved characteristics of the farmer. Assuncao and Braido (2005)
use farmer fixed effects to account for household characteristics that are constant
over periods. In addition, to control for farmer unobserved characteristics that
varies over periods, the authors apply dummy variables for each farmer and pe-
riod. The results show that the plot productivity remains inversely related to the
plot area, rejecting these two theories as possible explanations.

Plot heterogeneity and measurement error
Critics of the inverse relationship have noted that the puzzle may be generated
by plot characteristics which are privately observed by the farmers or by measure-
ment error in plot size (Lamb, 2003). The ICRISAT data used by Assuncao and
Braido (2005) display plot level information in different periods and the cropped
area of each plot is not constant over time. To correct for unobserved land quality
they apply plot fixed effects, however the inverse relationship is still significant.
Because of this they argue that the inverse relationship is not due to unobserved
land quality unless it evolves over time. The authors reason that privately ob-
served land quality and shocks will affect the choice of inputs, then if follows that
input choices would partially reveal plot-level heterogeneity that was observed by
the farmer but not by the econometrician. Therefore they introduce inputs into
the regression to correct for both plot heterogeneity and measurement error. They
find that the inverse relation vanishes after the introduction of per acre value of
non labor and labor inputs as control variables.

The findings of Assuncao and Braido (2005) are very conclusive in rejecting all
explanations based on farmers unobservables. According to them, plot- specific
features that evolve over time, such as privately observed land quality and weather
conditions, as well as measurement errors in the plot size remain as the possible
explanations for the puzzle.
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5 Evidence from Zambia

5.1 Inverse relationship in Zambian maize production

There exists one study on the inverse relationship in Zambia. Kimhi (2006) exam-
ines the relationship between maize productivity and plot size in Zambia. Maize is
the major crop on small and medium size farms in Zambia. He uses data from two
separate surveys conducted for the crop season 1993- 94 by the Central Statisti-
cal Office (CSO) in Zambia; Crop Forecast Survey and Post Harvest Survey. The
sample was designed to be representative for Zambia as a whole. Large commercial
farms were excluded so that the population was defined as small- and medium-
scale farm households.

Kimhi (2006) follows up the results from Assuncao and Braido (2005) and Lamb
(2003) and the econometric specification of his model accounts for the possible
bias caused by crop composition effects, in addition to nonlinear effects of size on
productivity, differences in land quality across farms and measurement error in
observed plot size. The author argues that he overcomes crop composition effects
by focusing on plots devoted only to maize and this avoids the problems that small
and large farms choose to grow crops of different value, as noted by Fafchamps
(1992). In addition, by correcting for the endogeneity of plot size devoted to maize,
he avoids crop composition effects and bias in the sample distribution of farms.
He also corrects for measurement error. The reasoning behind this is that farms
with a comparative disadvantage in maize cultivation will devote only small plots,
or none at all, to maize and this can possibly create a bias in the relationship
between size and productivity. Kimhi (2006) uses a 2SLS procedure with the two
following equations forming a recursive model:

a = α0 + αAA+ XaαX + ua (1)

Y = β0 + βaa+ βaaa
2 + XYβx + uY (2)

Where A is total land, a is land allocated to maize, Y is yield, Xa and XY are
matrices of explanatory variables and Xa is a subset of XY . a2 is included as an
explanatory variable in order to allow a nonlinear effect of plot size on yield.The
results from the first stage regression is shown in figure 8a and from the second
stage in figure 8b.

From figure 8a we can see that the fraction of land allocated to maize is nega-
tively associated with the variable ”Total land”, that is the amount of total land
used to grow field crops. According to Kimhi (2006) this means that farms with
larger plots of field crops tend to have a more diversified crop mix than smaller
farms. It also seems to be a contradiction in the effect of market access on plot
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(a) Land allocated to maize (b) Maize yield

Figure 8: Regression results. Source: Kimhi (2006)

size devoted to maize. Both the coefficients for ”Distant road” and ”Distant mar-
ket” are significantly negative, however the coefficient for ”No market access” is
significantly positive. Kimhi (2006) interprets this to mean that market access
affects crop composition choices. Farms with no access to markets are those with
the highest fraction of land devoted to maize, other things being equal. When
markets become accessible but are relatively distant, farmers allocate more land
to other crops. Finally when markets become more accessible plot size devoted to
maize again rises (Kimhi, 2006). This implies that farmers without market access
grow maize as a food crop for own consumption, farmers with some, but poor
market access grow less maize and farmers with good market access grow maize as
cash crop. Maize is thus both a food crop and a cash crop and almost all farmers
grow some maize.

In figure 8b, two versions of the yield regression, based on equation 2, are re-
ported. In the first version on the left hand column actual plot size is used as
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an explanatory variable, without correcting for endogeneity, while the version on
the right hand column uses the predicted plot size from the regression based on
equation 1. The two results are shown graphically in figure 9.

Figure 9: Calculated yield as a function of plot size. Source: Kimhi (2006)

From figure 8b and 9 it is obvious that when plot size it treated as an exoge-
nous variable, maize yield is monotonically increasing with plot size. However,
when controlling for endogeneity, the yield is first decreasing with size and then
increasing. The size in which the minimum yield is attained in this latter case is
approximately 3 hectares. Kimhi (2006) notes that 86% of the households in the
dataset use less than 3 hectares of land for maize cultivation.

Kimhi (2006) states that in Zambia there exists an inverse relationship between
plot size and the yield of maize for most small- and medium-size farms. However,
he notes that the results imply that economies of scale in maize cultivation in Zam-
bia become operative above a certain plot size threshold. The results supports the
trend of a dualistic distribution of Zambian farms with respect to size. Because
of this Kimhi (2006) concludes that in a land-abundant country such as Zambia,
the inverse relationship is likely to be a result of market imperfections and that it
is necessary to target imperfections in the land market, in the credit market, and
in markets for inputs and products to improve the conditions for small farmers in
Zambia.

5.2 Zambian small-scale farmers: opportunities and con-
straints

I will interpret the findings of Kimhi (2006) in the light of updated research on
the opportunities and constraints faced by Zambian small-scale farmers. There
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has been made several studies of Zambian peasants, among others are different
participatory studies, analyzes based on general equilibrium models and several
other models. In this section I give a short review of the results from these studies.

As noted earlier, there exists a clear dualism in Zambian agriculture, however
smallholder farmers are not a heterogeneous group. Siegel (2008) analyses the
population of small-scale farmers and his observations point to the direction of a
”dualism within dualism”. The opportunities and constraints for smallholder farm-
ers depends on many factors like the assets, livelihoods, income and consumption
of households. Siegel (2008) and Pinder and Wood (2003) note that agricultural
growth and better possibilities for small-scale farmers does not unambiguously
come hand in hand, and a significant proportion of smallholder households should
not expect to directly benefit from commercialization in the short run. However,
in some areas of the country the possibilities for intensification and increased com-
mercial production are good. The investigation of the inverse relationship in maize
production by Kimhi (2006) also reveals this ambiguity of the role of small-scale
food production in regard to economic growth. Small-scale farmers experience
many constraints, Deininger and Olinto (2000) highlight the three most impor-
tant:

• Inputs

• Productive assets

• Markets

All of these constraints are non-price factors and together they induce risk on
smallholder farmers that forces them to make conservative decisions. First, access
to purchased inputs is restricted because of lack of support services like credit,
and in addition smallholders have restricted access to inputs like land and labor.
Second, access to complementary productive assets, like animal draught power, is
a key constraint on productivity and amount of land cultivated, in addition lack
of assets restricts access to credit. Third, lack of markets for timely buying and
selling restricts income possibilities.

5.2.1 Access to land

Siegel and Alwang (2005) finds that the average household that use hand-hoe
technologies cultivates approximately 3.2 hectares of land. Households cannot cul-
tivate more due to limited availability of household labor during the peak seasons of
planting and weeding. For the hand-hoe household, the minimum feasible amount
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of land is about 2.2 hectares. If the household holds less land than this it cannot
produce enough maize to meet its food-security constraint (Siegel and Alwang,
2005). A household that can cultivate using animal drought power, that is oxen,
get more out of family labor and can survive on 2.17 hectares on average. Siegel
and Alwang (2005) notes that his result shows how land reform, together with the
introduction of labor-saving technology, can help even relatively poor farmers.

Siegel (2008) comments on the distribution of land when comparing smallholder
households. The results are shown in figure 10. Households are divided into
quintiles ranged from poorest to richest. He finds that average total operated land
varies little by quintile. However when looking at allocation decisions with regard
to type of crop, the richest households allocate on average more than twice as
much land to non-food crops as the poorest households do.

Figure 10: Land use patterns. Source: WB (2007)

5.2.2 Access to fertilizer

The poorest farmers with the smallest land holdings lack access to inputs like fer-
tilizer and hybrid seeds. Regression results indicate that the combination of hybrid
seeds and fertilizer strongly boost maize output compared to farmers who plant
local varieties with no fertilizer (Siegel and Alwang, 2005). This indicates that
fertilizer access to the poorest can increase productivity. Jorgensen and Loudjeva
(2005) have reviewed results from participatory research done among farmers in
ten communities in Zambia. They find that the top two answers when respondents
rank the causes of poor crop yields are that; 1) Fertilizer is not available on loan;
and 2) Fertilizer is always late or too expensive.

In participatory studies, fertilizer is the most commonly mentioned production
constraint in every agricultural zone (Jorgensen and Loudjeva, 2005). However,
the authors argue that generous subsidies have led to fertilizer overuse in the past.
Siegel and Alwang (2005) also find evidence of inefficient overuse of fertilizer. His
results show that 20% decline in fertilizer prices is associated with only a 6% in-
crease in income. Further, as the fertilizer price is reduced from 80 to 70 percent
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of current prices, a one percent decrease in the price of fertilizer is associated with
a 0.3% increase in household income. At the point where the price is reduced to
70% of current prices, we reach a ceiling on fertilizer use (Siegel and Alwang, 2005).

Jorgensen and Loudjeva (2005) argues that fertilizer investments do not nec-
essarily address the real problems. Because small farmers experience labor con-
straints in periods of planting and harvesting in addition to lack of access to
infrastructure, land, draft animals and equipment, people see fertilizer as key to
problems such as climatic risk. However, to improve the situation for smallhold-
ers it might be more efficient to address the structural problems than subsidizing
fertilizer.

5.2.3 Access to animal draught power

Nationally, not more than 10 percent, or 84,000 farmers, of Zambia’s small- and
medium-scale holdings use their own animal draft power (Haggblade and Tembo,
2003). This low number is caused by a low number of cattle, high concentration of
cattle ownership and limited access to the necessary implements. Cattle ownership
remains highly concentrated with 10% of the holdings accounting for 95% of the
cattle. This means that only the better- off small-scale farmers can afford to invest
in oxen, while the majority of smallholders must either cultivate with hand hoes or
obtain oxen from neighbors via rental or borrowing (Haggblade and Tembo, 2003).

For smallholder farmers with less than 5 hectares of land, lack of animal draft
power, like oxen, is a central productivity hampering factor. Siegel and Alwang
(2005) note that the use of oxen can especially save labor at critical points in
the cropping cycle and help smallholders plant more land without resorting to
hired labor. Increasing land under production by smallholders is one of the keys
for agricultural growth to be poverty reducing. Siegel and Alwang (2005) use a
baseline smallholder model to evaluate policy reform scenarios. They show that
households using hand-hoe technologies cannot cultivate more than approximately
3.2 hectares of land due to limited household labor availability during months of
land preparation and beginning of season weeding. However, with oxen land in
production grows to 4.2 hectares and the household is instead bound by labor
availability in the months of maize harvest.
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5.2.4 Access to markets

The large commercial farms are mostly located in the central parts in close connec-
tion to the central road network and the the main transport route, the line-of-rail.
Smallholders are dispersed throughout the country, many located far away from
the railway and the rural road system is poorly developed. The poor state of ru-
ral infrastructure, and the geographical dispersion of smallholders induces heavy
transaction costs for marketing of both agricultural inputs and outputs (Siegel and
Alwang, 2005).

Median distances seem large for the nearest bank (48 km), public phone (40
km), and agricultural input markets (25 km) selling equipment and fertilizer
needed for modern agriculture (Siegel, 2008), thus it is evident that central and
export markets are hard to access for smallholders. Local markets are more ac-
cessible to rural households, Siegel (2008) finds that the median distance to a
food market is 9 kilometers. Siegel and Alwang (2005) concludes that remoteness
and low confidence in markets imply important welfare costs. The combination of
less remoteness and increased confidence in the market is associated with about
a 25 percent increase in net returns for all households compared to remote, food-
security-constrained households.

5.2.5 Conservation farming

Since 1996, a growing coalition of stakeholders from the private sector, government
and donor communities has promoted a new package of agronomic practices for
smallholders in Zambia, called conservation farming (CF) (Haggblade and Tembo,
2003). CF is a method developed to conserve farmland, keep water and nutrients
in the soil for longer and hamper land degradation. Instead of churning up the
soil, CF farmers leave a permanent soil cover and drill through the upper layers to
plant the seeds. They use herbicides and organic matter in the soil to deal with the
weed problem. Leaving the soil intact also increases its ability to hold onto carbon
dioxide, which means less CO2 is released into the atmosphere (Layton, 2011). In
areas where land has been severely damaged by longterm ox plowing and repeated
heavy doses of inorganic fertilizer, investments in conservation farming can help
reclaim damaged farmland by restoring soil fertility (Haggblade and Tembo, 2003).
The conservation farming system in Zambia involves:

• dry-season land preparation using minimum tillage methods (either ox-drawn
rip lines or hand-hoe basins laid out in a precise grid of 15,850 basins per
hectare)
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• no burning but rather retention of crop residue from the prior harvest

• planting and input application in fixed planting stations

• nitrogen-fixing crop rotations

(Haggblade and Tembo, 2003)

Conservation farming might be a way to both increase small-scale farmers
incomes, reduce the reliance on fertilizer and better ensure sustainable farming
practices. Haggblade and Tembo (2003) have conducted budget analyses which
compare the value of increased output with the increased input and labor costs.
The results suggest that hand hoe conservation farming outperforms conventional
tillage, generating higher returns to both land and peak season labor. In it’s an-
imal draft variant, conservation farming with ox drawn rippers likewise holds the
potential to outperform conventional ox plowing, offering higher returns to peak
season labor (Haggblade and Tembo, 2003). However, the results are not equally
promising in all parts of the country. Population growth and increased reliance on
agriculture have fueled migration into less fertile areas where fertilizer has helped
improve yields. Participatory research by Jorgensen and Loudjeva (2005) in these
areas show that stakeholders report a need for fertilizer even if conservation farm-
ing is used (Jorgensen and Loudjeva, 2005).

6 Discussion

The classical debate on small-scale versus large scale farming caused by a dualistic
structure of agriculture takes a different turn for Zambia than the stylized fact
of the inverse relationship have implied. The dualistic structure of agriculture is
strong, with a large population of small-scale farmers at the one end and a small
population with large estates on the other end of the distribution. At the same
time the relationship between farm size and productivity is ambiguous. small-scale
farming households are defined as households with less than 5 hectares of land,
however the results from Kimhi (2006) show that land plots devoted to maize
smaller than 3 hectares experience decreasing returns to plot size. Above the 3
hectares- threshold we observe increasing returns to plot size. This implies that
small-scale farmers are not a homogenous group and that farmers with the smallest
land holdings experience different constraints than more better off farmers with a
couple of more hectares of land. As notet by Siegel (2008), there seems to exist a
dualism within dualism.
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The following discussion will show that the main difference between ultra poor
and less poor small-scale farmers are the degree of dependency of wage-income and
the dependency of wage-income again depends on the access to land. It follows
that small-scale farmers dependent on income from casual labor on lager farms are
most likely to loose on agriculture-led growth. To fight hunger the constraints of
this group must be addressed.

6.1 Potential poverty trap for small-scale farmers

Failures in rural markets can help explain the U- shaped relationship shown in the
results from Kimhi (2006). The inverse relationship for plots below 3 hectares in
size might stem from market failures in the labor market, credit market, insurance
market and the land market. It is evident that smallholders faces a wide range of
constraints that can cause them to be stuck in a low level equilibrium, a potential
poverty trap.

Labor market
The downward sloping part of the U- curve in figure 9 might stem from labor
shortage. Small farms with simple technology and family labor experience serious
constraints because of labor shortage in the period of land preparation and in the
harvest season. This makes the smallest plots more productive than plots close to
3 hectares in size, because small farms apply more family labor per land unit.

Credit market
Lack of access to credit makes small-scale farmers unable to buy inputs or employ
extra labor and repay after the harvesting season. It is plausible to assume that the
access to credit is the same for all smallholders with maize plots up to 3 hectares
in size. Cash flow constraints become evident for all small-scale farmers, however
the smallest farmers have the ability to use their scarce resources like seeds and
fertilizer more intensively per land unit than slightly larger farms that experience
the same credit restrictions. Lack of access to credit also restrict smallholders’
ability to invest in productive assets like animal draught power that potentially
could have made them able to overcome the labor constraint threshold that is
evident at approximately 3 hectares of operated land.

Insurance market
The smallest farms might also be more productive because of the lack of insurance.
Smallholders generally lack access to irrigated land and are highly vulnerable to
weather risk. This combined with lack of credit opportunities gives few, or none,
possibilities for self insurance. The weather also affects all in the same region, so
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mutual insurance is difficult. This gives two effects that are possible causes of the
negative relationship between size and productivity up to 3 hectares. First, the
smallest farms might choose a more diversified crop composition than larger farms
in order to be less vulnerable against weather risk or diseases. More diversified
production can lead to more efficient land use and higher yields per land unit.
Second, the smallest farms experience food security stress to a larger extent than
households with larger holdings. Farms with smaller holdings than what is neces-
sary to be self sufficient might use their resources more efficient because of food
security stress. This can contribute to higher output per land unit on the smallest
plots compared to plots closer to 3 hectares in size.

Land market
Land is abundant in Zambia, however it is highly unequally distributed. According
to figure 4 (WB, 2003), the majority of small-scale producers cultivate less than
2 hectares of land, which is less than the subsistence requirement size. Failures in
the land tenure system resulting in vulnerable groups lacking access to land might
enhance the food security stress that causes the downward sloping part of the U-
curve in figure 9.

Thus, the results of Kimhi (2006) illustrates a potential poverty trap for the
poorest smallholder farmers. This is the same trap that is shown in the results of
the analysis of Siegel and Alwang (2005). Siegel and Alwang (2005) states that
smallholders with less than 2,2 hectares of land cannot feed themselves and that
at 3,2 hectares labor constraints become binding. To overcome the poverty trap
they will need access to a combination of more land and labor saving technology,
like animal draught power (Siegel and Alwang, 2005).

6.2 Potential losers with agriculture-led growth.

The PRSP for 2006- 2010 for Zambia promotes agriculture-led growth through
increased production of export crops. Export-orientated growth is viewed as es-
sential for obtaining the foreign exchange Zambia needs to meet its import bill,
keep down inflation, and fuel its economic growth (Pinder and Wood, 2003). This
is based on classical economic theory of gains from trade. A simple model that
can illustrate this is shown in figure 11. Assume we have a country with a two-
sector economy with no unemployment. One sector is the agricultural sector that
produces agricultural goods, Xa, the other sector is the industrial sector producing
industrial goods, Xi. All possible combinations of production of these two goods
given the country’s endowment of factors of production is shown in the production
possibilities frontier, marked PPF. The equilibrium without trade can be found
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using the indifference curve for a representative consumer, marked U. The equi-
librium without trade is shown in figure 11a.

(a) Without trade (b) With trade

Figure 11: Gains from trade.

The situation with trade is shown in figure 11b. With trade the country is no
longer bound by its production possibilities and the consumption possibilities are
given by the exchange opportunities caused by the international market prices,
this is illustrated by the line marked P. Production of agricultural products will
increase and a large share of the production will be exported. Production of indus-
trial products will decrease, however the revenues from export will finance import
of industrial products and consumption will increase. The country as a whole will
gain from trade since total consumption increases. It is possible that not all con-
sumers will gain from the new situation, i.e. if there exists hunger in the country
and the consumption of agricultural products does not increase, hunger might pre-
vail even with trade. However, this is a question of distribution of the gains from
trade. There is no doubt that the welfare of the country as a whole increases.

Despite of this, the path of agriculture-led growth in Zambia has been ques-
tioned. Higher agricultural production, low inflation and higher growth are not
sufficient conditions to fight hunger and improve the situation for smallholder
farmers. There is a potential for agriculture-led growth not to be pro-poor. I will
show that the reason is closely connected to the lack of possibilities of small-scale
farmers to be self- employed. The classification of farmers in figure 4 shows that
there is approximately 800.000 households defined as smallholders with less than 5
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hectares of cultivated land. Pinder and Wood (2003) investigates this group even
closer and finds that Zambian smallholders are far from a homogeneous group.
According to them, the social characteristics of each group of small-scale farmers
are broadly:

(Sub-)Subsistence farmers
This group constitutes approximately 200,000 households that are not com-
mercially viable farmers, and are unlikely to ever become so. They represent
the most vulnerable social groups: ultra poor, often female headed house-
holds, or elderly or child headed households, the chronically sick and / or
disabled – with less than sufficient production to feed themselves throughout
the year. They are usually far distant from main rail and road routes, occupy
the least arable land in the community, and have no resources on which to
call in event of a ‘shock’ (eg drought, death, sickness). They usually provide
seasonal unskilled labor to large farm estates and out-growers’ holdings.

Marginal small farmers
300,000 households could, potentially, become self-sufficient in food and ca-
pable of producing a small marketable surplus. They are also ultra poor, or
bordering on ultra poor, but have some resources, even though very small
and weak, on which to call. This is for example greater physical strength
and better health, slightly more and better land closer to means of irri-
gation, some small savings or livestock to use as collateral for informal or
micro-loans. They often rely on obtaining casual work on larger farms and
estates.

Emergent small farmers
Approximately 300,000 households are poor but potentially, or already, com-
mercially viable small-scale farmers. They often have resources which are not
always maximized due to structural economic conditions such as lack of ac-
cess to markets because of poor infrastructure, or inability to raise small
loans for investment because they do not hold title to their land. They
have the potential to participate, or may well be participating already, in
export-out-grower schemes, or they are functioning as commercially viable,
independent small-scale farmers selling on to the domestic market instead.

At an average of between 5-6 per household these 800,000 households together
total the estimated 4.6 million rural poor and ultra poor in Zambia (Pinder and
Wood, 2003).

The central point of this sub- classification of small-scale farmers is that sub-
subsistence farmers and marginal small farmers, together 500 000 households, are
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dependent on income from labor work on larger farms and estates. They consume
all output they produce themselves, however they do not have enough land and
resources to solely depend on own cultivation and be self sufficient. This means
that they are not necessarily primarily small-scale farmers, but instead agricultural
workers and net buyers of food. If these household do not get access to more land
and are enabled to be self sufficient, they will need increased labor income and
access to well functioning local food markets to buy their necessary food bundle.
However the following discussion will show that wage-income might decrease with
export-led growth.

Pinder and Wood (2003) notes that, although they will undoubtedly contribute
to economic growth, the policies to promote export of non-traditional agricultural
products are unlikely to have more than minimal impact on the livelihoods of the
very poor rural households who are dependent on, and likely to remain dependent
on, sub-subsistence agriculture. In addition, Pinder and Wood (2003) argues that
export-led growth is likely to contribute to deepening the existing dualistic struc-
ture of agriculture, with large and medium export oriented farmers experiencing
growth, whilst marginalized and sub-subsistence farmers continue to experience
chronic food insecurity. This is the same point made by Fafchamps (1992). He
shows that improving cash crop productivity will fail to reach small-scale farmers
who, for food security reasons, are unable to allocate a significant amount of re-
sources to cash crop production. Besides, it would favor only better-off farmers
who are in a position to grow cash crops.

The arguments of Pinder and Wood (2003) and Fafchamps (1992) can formally
be shown by a simple model for a two- sector economy with international trade by
Mehlum (2009). Consider again the dual economy in figure 11 with two sectors, one
agricultural sector producing agricultural products, Xa, and one industrial sector
producing industrial products, Xi. Assume now that the country’s population is
divided into two classes with different consumption patterns, we still assume that
there is no unemployment. One class consists of workers, both agricultural- and
industrial workers, that consume agricultural products. The other class consists of
capitalists and owners of medium- and large scale farms that market their output,
this class receives all profits and consumes industrial products. In figure 12a
the equilibrium of consumption and production in the situation without trade
is shown. The production possibilities frontier is the curve marked PPF. The
PPF shows how the country can take advantage of labor and productive assets to
produce industrial products or agricultural products for sale. Food produced for
own consumption is not included since these goods never reach the market. Since
our economy has two classes of consumers, we do not use the classical preferences of
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an representative consumer to illustrate the production- consumption equilibrium
as we did in figure 11. Instead we have the demand curve, marked D, that captures
the relationship between labor allocated to agriculture, agricultural productivity
and demand for agricultural products. The reasoning is as follows: The wage
is determined by the marginal productivity of the last employed unit of labor.
Starting with all labor in the agricultural sector, we must transfer labor from the
agricultural sector to the industrial sector for industrial production to increase,
this will increase the marginal productivity and thus the wage. Increased wage will
increase the demand for agricultural products since only wage laborers consume
these products. Because of this the demand curve is upward sloping. For the
situation without trade, the equilibrium is shown in figure 12a. In equlibrium the
wage-income is exactly equal to the value of all produced agricultural products and
all capital income and profits from agricultural production is equal to the value of
all produced industrial products.

(a) Without trade (b) With trade

Figure 12: Simple model for trade. Source: Mehlum (2009)

With trade, shown in figure 12b, the exchange possibilities given by the market
price are exactly as in figure 11 and the production and consumption allocations
will be identical in the two models. However in figure 12b the effect on the wel-
fare of the working class is evident on the curve D. Agricultural production will
increase, thus more labor is needed in agriculture and the productivity and the
wage will decrease. When wage decreases the consumption of agricultural products
decreases, the surplus of agricultural products will be exported and the incomes
from this export is used to finance import of industrial commodities. The result
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is that the welfare of capitalists and owners of large farms increases since they
get increased incomes and consumption, while the incomes and consumption of
the labor class decreases. When the rural labor class consists of small-scale sub-
subsistence and marginal farmers, like in Zambia, this welfare loss will make them
even more marginalized and keep them stuck in the poverty trap. The productivity
in small-scale farming households will be affected through increased food security
stress as well as reduced access to inputs and productive assets. This simple model
illustrates the possibility that agricultural production and hunger might increase
at the same time since incomes of workers will decline.

Because of the potential unbalanced growth that might benefit capitalists and
owners of large scale farmers in stead of being pro-poor, Pinder and Wood (2003)
argues that for Zambia it is important to also look at other routes for extending
commercial agriculture, in addition to promotion of export-orientated agriculture.
For example, development of a larger share in regional markets, and a stronger
position in the domestic market for Zambian products that can be improved to
competitively substitute for imports (Pinder and Wood, 2003).

According to WB (2006) one crucial measure to ensure well functioning rural
food markets and market access for small-scale farmers, is building roads: ”De-
spite slower growth and less impressive export performance, building feeder roads
and improving market access for staple crops is better at reducing poverty since the
benefits accrue to the larger and poorer small-scale farm population.” This is also
evident in the analysis by Kimhi (2006), where the coefficient for ”Distant road”
is statistically significantly negative in the second stage regression for maize yield,
see figure 8b.

Research done by Thurlow et al. (2008) at IFPRI, using a computable general
equilibrium model, shows that both food production and production of export
crop can increase if Zambia follows a balanced agriculture-led growth path. Not
only will broad agriculture-led growth increase incomes, food production and the
opportunities for small-scale farmers, it will also increase GDP and overall growth
more than export-led growth alone. Despite of this optimism, Thurlow et al. (2008)
notes that not everyone will benefit equally under the scenario of agriculture-led
growth. Just as noted by Mehlum (2009), housholds growing higher value export-
oriented crops stand to gain more than food producing households.
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6.3 Is there a need for redistribution of land?

Even though the 2011 Rural Poverty Report by IFAD indicates that there has
been a shift in the discussion concerning rural development from a debate on re-
distribution of land to a debate on how to raise rural incomes through productive
employment in the non- farm economy, it does not have to be a debate on choos-
ing one strategy over the other. There is no doubt that the distribution of wealth
in Zambia today is closely linked to the distribution of land that has root in the
colonial period. One way to loosen the link is to give poor people income opportu-
nities independent of their landholdings. That is, give opportunities for productive
employment in the rural non- farm economy. However, current development plans
have a clear focus on agriculture, and to fight hunger it is essential that the growth
in agriculture is balanced and pro-poor. If questions of a more equal distribution
of land is not addressed, the result might be an even sharper dualistic structure
of the agricultural sector where the vulnerable rural households are stuck in a low
level equilibrium as sub-subsistence producers dependent on casual labor income
from work on large farms.

As referred to earlier, Siegel and Alwang (2005) finds that the minimum amount
of land to be self sufficient is 2,2 hectares and in addition, as shown in figure 4,
WB (2003) states that the majority of small-scale producers cultivate 2 hectares
or less. This clearly implies that most small-scale farmers is dependent on labor
income to survive. Pinder and Wood (2003) argues that the poorest and most vul-
nerable smallholders are not able to feed themselves and that parallel policies need
to be in place to ensure equitable, pro-poor distribution of the benefits of growth
that results from export-oriented agriculture. It is essential that these parallel
policies both include social protection measures for the very poor, but should also
aim to help marginal smallholders to commercialize their production and become
full participants in the market economy (Pinder and Wood, 2003). For this to be
possible most small-scale farmers need access to more land.

Land policy in Zambia is regulated by the Land Act of 1995. According to
Jorgensen and Loudjeva (2005) the land policy is vague in respect to vulnera-
ble groups. Despite the 30% figure of land supposed to be set aside for women
and vulnerable groups, it defines neither “vulnerable groups” nor implementation
mechanisms. The policy conflicts with many traditional tenure systems, and the
government does not have the capacity to enforce reallocation. Even redistribution
of state land would be difficult to implement or monitor, since the land registry
is outdated (Jorgensen and Loudjeva, 2005). Since the act was introduced, there
has not been made any attempts to fulfill the promises made.
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There has been made attempts to amend the 1995 Land Act, but these at-
tempts have stalled. The government have attempted to provide more land for
commercial and emergent farmers by making un- utilized land into farm blocks
(Jorgensen and Loudjeva, 2005). In addition commercial farmers have called for
changes in how rents are assessed on state land, to take into account things like
the rainfall a land receives and its access to infrastructure (Siegel and Alwang,
2005). Such changes would most likely lead to better use of land, however it might
at the same time increase inequality since it will force already poor people onto
lower-quality but more affordable land, while allowing already wealthy people to
work the best land (Jorgensen and Loudjeva, 2005).

For agriculture-led growth to be pro-poor and contribute to fighting hunger,
it is necessary to address the challenges of the land tenure system. The Poverty
and Social Impact Analysis (PSIA) of land reform in Zambia by Jorgensen and
Loudjeva (2005) recommends the government to improve the existing state sys-
tem by providing secure title and access to good dispute resolution systems for
the existing state land, before expanding it. In addition, immediate steps are rec-
ommended to address inequities in the traditional, customary tenure system, and
after these steps are made traditional tenure should be given legal status (Jor-
gensen and Loudjeva, 2005).

7 Conclusion

I have shown that there is evidence of a negative relationship between farm size and
productivity for a large proportion of Zambian smallholders, and this has impor-
tant policy implications for the development of the agricultural sector in Zambia.

The investigation of the farm size-productivity relationship indicates a poten-
tial poverty trap for small-scale farmers. Increasing returns to farm size is evident,
however only above the threshold plot size of 3 hectares. The potential poverty
trap is caused by market imperfections in rural markets and the fact that most
small-scale farmers rely on wage-income from casual work on larger farms. This
makes them potential losers on export-led agricultural growth. Because of this
small-scale farming can play a key role in fighting hunger, however it can also
do the direct opposite and instead keep farmers stuck in a low level equilibrium.
Smallholder farmers dependent on agricultural wage-income are potential losers
on agricultural growth, and it is essential to address the constraints faced by this
group.
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Small-scale farmers in Zambia are estimated to consist of as much as 800 000
households, each operating less than 5 hectares of land and producing staple crops
primarily for home consumption. They lack productive assets and cultivate land
using hand- hoe, minimal input and household labor. Major constraints for small-
holders are land holdings too small for self sufficiency, seasonal labor constraints,
lack of input and output markets because of remoteness and credit constraints.
If agriculture-led growth is to result in food security improvements, small-scale
farmers have to be able to increase production both for own consumption and for
sale. The most vulnerable groups are those with the smallest farms, sub- subsis-
tence producers, in addition to marginal small farmers. These will need access to
more land and more secure access to social security. For smallholders to be able to
become viable small-scale producers, access to credit, inputs and productive assets
is crucial. In addition they need market access to be able to increase incomes. The
best way to ensure that agriculture-led growth can fight hunger in small-scale agri-
cultural households is to reform the land tenure system and in addition develop
well functioning local and regional food markets by building rural roads, especially
feeder roads. This will give market access to potentially viable small-scale farmers
and increase local food supply. Most rural households experience labor shortage
in peak seasons, and productive employment in the rural non-farm economy in
off-seasons is essential to increase incomes and reduce hunger.

Land degradation because of unsustainable practices like overuse of fertilizer
is a potential problem for Zambian peasants. In addition smallholder farmers are
very vulnerable to weather risk because of lack of irrigation. Conservation farming
might be a part of the solution for many farmers. Conservation farming reduces
the need for fertilizer, conserves water better in the soil and increases yields and
incomes. However, access to irrigation, inputs and productive assets are crucial
and conservation farming should act as an important supplement and not an al-
ternative.
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