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INTRODUCTION

Land tenure is a legal and customarily 
defined relationship among households, individuals 
or groups, with respect to land. It creates opportunities 
for landless households to access land for farming 
purpose via defining the rights of use. It is a way in 

which, the land is accessed, managed, and it is defined 
that who can control and use the land resources 
such as water, trees, etc. (BUGRI, 2008; USAID, 
2013; FAO, 2017). Therefore, the land tenure is an 
emerging issue in rural areas for sustainable farming. 
Many structural changes in farming have altered 
the working opportunities for the rural labor force. 
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ABSTRACT: Self-operated land and operated by tenure may affect the sustainability of farming in a region. This study planned to analyze 
how rural households switch away from tea farming even they have parental land, and how landless access the land for tea farming. For this a 
total of 138 tea growers were interviewed including 27 farmers who had just ownership of land and had left the tea farming. Logistic regression 
was applied to assess the determinants of rural household’s decision to exit and enter the land market. Farmers were compared over their 
farm management practices and personal characteristics. The owned farmers were  good in management and adoption of good practice in 
tea farming than those who accessed land as a shareholder and not had their own land. Rural households head as getting older, having high 
education and also having an off-farm occupation, having more university graduated family members, and family members having off-farm 
occupations are more likely to exit from farming and supply their land to rental markets. On the other side, an older and highly educated head 
of landless family is less likely to become a shareholder. Here also off-farm occupation has a negative and insignificant effect on the probability 
of landless household working as a shareholder. If the head of the landless family has a wish to become a successful farmer, then he is more 
likely to work as an owner. It implies that a person is less likely to work as a shareholder and more likely to get land with ownership rights not 
only land-using rights. 
Key words: land tenure, owner and shareholder, tea farming, land rental market.

RESUMO: Propriedades auto-operados e operados pela posse podem afetar a sustentabilidade da agricultura em uma região. Este estudo 
planejou analisar como as famílias rurais se afastam da produção de chá, mesmo as que possuam terras parentais, e como os sem-terra 
acessam a terra para a produção de chá. Nesse total, 138 produtores de chá foram entrevistados, incluindo 27 agricultores que possuíam 
apenas a propriedade da terra e deixaram a lavoura. A regressão logística foi aplicada para avaliar os determinantes da decisão da família 
rural de sair e entrar no mercado de terras. Os agricultores foram comparados com suas práticas de gerenciamento agrícola e características 
pessoais. Os agricultores proprietários foram considerados bons em gestão e adoção de boas práticas na agricultura de chá do que aqueles 
que acessaram a terra como acionista e não possuíam terras próprias. Os agregados familiares rurais envelhecem, têm ensino superior e 
também uma ocupação fora da fazenda, tendo mais membros da família graduados na universidade e com ocupações fora da fazenda têm 
mais probabilidade de sair da agricultura e fornecer suas terras para os mercados de arrendamento. Por outro lado, um chefe de família sem 
terra, mais velho e altamente educado, tem menos chances de se tornar um acionista. Aqui também a ocupação fora da fazenda tem um efeito 
negativo e insignificante na probabilidade de famílias sem terra trabalharem como acionistas. Se o chefe da família sem terra deseja se tornar 
um agricultor bem-sucedido, é mais provável que ele trabalhe como proprietário. Isso implica que é menos provável que uma pessoa trabalhe 
como acionista e obtenha terras com direitos de propriedade e não apenas direitos de uso da terra.
Palavras-chave: posse da terra, proprietário e acionista, tea farming.
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Because obtaining land is an important factor for 
farming and land tenure system creates enhanced 
opportunities for the landless peoples to access land. 

Land, as the basic and most important 
factor for farming requires a well-functioning land 
market just like other markets. Therefore, a cost-
effective and flexible mechanism to make productive 
use of land can transform the rural economy. Thus, 
it can also boost the welfare of rural people (De 
JANVRY et al., 2001).  The literature regarding land 
tenure forms revealed that households are likely 
to access land as landlords, owners, tenants, and 
owners-cum-tenants (Bashir et al., 2012; Ul-Haq 
et al. 2016; Shahbaz et al., 2017). 

As an owner, the shareholders and renters 
are not similar in personal characteristics; their modes 
of operation can also affect their farming practices. 
Therefore, different objectives motivate landowners 
and tenants, which may have an impact on the 
adoption of best management practices at farming 
(Cox, 2010). Globally, the land tenure and adoption 
of best management practices have been explained in 
detail and the factors in favor and against the land 
tenure farming for the adoption of best management 
practices have been explored. All farmers participate 
in these informal or formal land rental markets, which 
have a vital role in improving agricultural productivity 
and income of rural residents (Deininger & 
Feder, 2001; Deininger, 2003; Deininger 
& Jin, 2005). Many studies have explored the 
importance of land tenure security or clear land use 
rights in enhancing capital investment in agriculture 
and soil conservation. In addition, allocative 
efficiency, adoption of best management practices; 
food security and its impact on environmental 
sustainability (Maxwell & Wiebe, 1999; Katz, 
2000; Brasselle et al. 2002; Gebremedhin 
& Swinton, 2003) have also been investigated. 
The cash and share renter are less likely to adopt best 
management practices as compared to landowners. 
It has been reported that insecure land tenure is 
a huge obstacle for long-term soil conservation 
(Soule et al. 2000; Fraser, 2004; AFT, 2013). 
Praneetvatakul et al. (2001) also reported that 
insecure land tenure may reduce the incentives to 
improve land productivity. 

The different forms of land tenure exist 
in Turkey, wherein self-owned land (farmers who 
have rights to manage their land by themselves) – 
136.35 million decares, land of farmers who possess 
land but do not have ownership rights – 3.93 million 
decares, rental  based land – 3.08 million decares, 
and share-based land – 2.56 million decares are 

under cultivation. Beside this, 38.44 million decares 
are also operated in other forms of land tenureship. 
Total 3.022 million households are operating 184.35 
million decares of land, out of which 0.927 million 
households are operating 5.64 million decares as 
renters or as shareholders. In the Rize province, 
almost 50,000 households are holding land in 
different categories, which is equal to 0.58 million 
decares. Moreover, 1686 households possess 16,952 
decares on share basis (Tuik, 2017). 

Development of land tenure market 
plays an important role in improving agricultural 
productivity and income of rural families. Similarly, in 
the tea-producing area, rural households participating 
in the informal land accessing system (shareholding) 
have a common objective to improve their welfare 
status by enhancing tea production and income. 
The farmers who do not possess parental land are 
motivated to participate in tea-farming by acquiring 
agricultural land for tea farming. For the majority of 
such farmers, the motivating factors are to produce 
an increased tea-production for which different types 
of informally arranged land rental contracts are 
used (Teklu & Lemi, 2004). The major types of 
contracts are the self-owned operated contracts and 
shareholding arrangements in tea farming in the Rize 
province. Most of the shareholding arrangements 
are oral contracts between the real owners of the 
land and the shareholders (landless households). The 
aim of this study was to analyze the informal land 
market, particularly the key factors that influence the 
decision of the farmers to leave tea farming and give 
land to shareholders. Furthermore, this study explains 
determinants influencing a landless person’s decision 
to become a shareholder farmer by accessing land on 
a share basis. 

Decision making is a process of selecting 
a course of action from a number of alternatives 
to accomplish desired goals/objectives. Different 
scientists consider decision making a multi-step 
process ranging from five to eight steps. Johnson 
et al. (1961) defines decision making as a six step 
process including problem definition, observation, 
analysis, decision, action and responsibility bearing. 
Conversely, Simon (1965) considers decision 
making as a three step process (intelligence, design, 
and choice). According to standard farm management 
theory, these decision making process must obey 
these steps in a linear way in each and every decision 
but sometimes decision makers do not follow these 
steps linearly in reality.  

Therefore, this study has two important 
objectives: the first objective is to explain the types 
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of farmers, their socio-economic characteristics, and 
their tea management practices. The second objective 
of the study is to describe the econometric model to 
assess the hidden determinants which may influence 
landholders’ decisions to make land available in 
the market and also to assess decisions of landless 
farmers to acquire land on a share basis.

Theoretical background
Theory either forecast or elucidates an 

event. Therefore, theory established by human 
being helps to understand our complex surrounding 
environment (Turner et al., 2018). Thus, a theory 
also provides important information about certain 
actions performed or taken by human beings such 
as why farmers enter or exit in farming. In a pure 
competitive market, the decision to exit/shut down 
or enter in a market is made by comparing output 
price with short run average variable cost or average 
total cost under certain assumptions such as perfect 
information and no entry and exit barriers. Even 
though, pure market competition is the most desirable 
market condition for the society but agriculture 
markets do not fulfill the perfect market conditions 
mainly due to the nature of the capital used, time 
lags that exist between cultivation and harvesting, 
imperfect market information and fluctuating future 
crop prices. Relaxing the pure competitive market 
condition of perfect information, the agriculture 
markets exhibits seasonal price variations because 
of market clearing conditions and government 
price mechanisms for different agricultural crops. 
Therefore, agriculture output decisions are based on 
both current as well as future expected crop prices 
(Foltz, 2004). If the long run expected prices of tea 
are higher than the total cost of a tea production, the 
tea farmer will continue to tea farming despite the 
price level below the short run average variable cost. 
If long run expected tea price is lower than total cost 
of production and current price level of tea is also 
lower than average variable cost, the tea farmer may 
prefer to shut down and exit from tea farming.  

Boehlje, 1992 presented a life cycle 
assessment model to explain the relationship between 
farmer age and different farming decisions. He 
argued that the factors affecting the structural change 
decisions in agriculture have many dimensions. 
Structural changes in agriculture include entry, exit 
and enterprise composition. Moreover, Boehlje 
stated that five different types of factors (technology, 
human capital, financial condition, organizations, and 
sociology) influence agricultural structural changes. 
He also suggested that the farmers make important 

decisions about changes in agriculture structure 
differently at different stages of their lifecycles. 
For example, Gale (1994) reported that younger 
farmers have smaller farms and unlikely to have their 
own agricultural land as compared to older farmers. 
Older farmers reduced their enterprise size as they 
get older. He also suggested that certain investments 
are involved in moving from farm to non-farm jobs 
and the time to regain those investments is shorter 
for older farmers. His observation inferred that the 
sunk cost linked with investment rises with farmer 
tenure and was lower (higher) for younger (older) 
farmers. By using life cycle assessment model, he 
also suggested that a farm operator’s judgment to exit 
from farming is similar to the firms’ business cycle, 
where exit is more likely at the consolidation stage 
rather than at establishment or maturity.    

Off farm income could be important 
source of stability during the fluctuation time and 
it may decrease costs, when moving from farm to a 
non-farm employment source (Bragg & Dalton, 
2004). Goetz and Debertin (2001) reported that 
availability of off  farm opportunities increases the 
farm exits; particularly in those countries which are 
suffering farm losses already. 

It is not easy to define decision of exit and 
entry on the basis of long run costs of production 
because there are many implicit and explicit costs 
involved in performing farm operations and these 
costs are not easy to measure.  In addition, there has 
been a strong custom in the locality which forces 
farmers not to sell their land inherited from their 
ancestors; instead giving it to shareholders who can 
operate the farm with their families is a preferred 
activity. Therefore, this study is designed to look at 
effect of factors affecting the long run decision to 
exit (giving farm to shareholders) or enter (landless 
farmers become shareholders) in tea farming through 
structural change model. We look at the impact of 
three types of variable on the exit and entry decision 
of farming; human capital (age, education, family 
size and presence of university graduate in family) 
organizations (membership of cooperatives) and off 
farm income (off farm occupation, Family Member 
having other occupation).

MATERIALS   AND   METHODS

Study area and sample size
The accessible population of tea growers 

was defined by using the method used by BOZ & 
AKBAY (2005). The list of predetermined villages 
was obtained from a researcher from the agricultural 
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department of the Rize province. The selection 
criteria of the villages for this study were their tea 
farming potential, location, and contribution toward 
the socio-economic condition of the residents. A list 
of tea farmers made manually was used to attain the 
potential sample size by using the formula proposed 
by Yamane (2001). In total, 138 tea farmers were 
considered as the optimum sample size, and face-to-
face interviews were conducted. 

                                                     .
n = Sample size. 
N = Population of tea growers in main strata.
Nh = Number of tea growers in each stratum.
Sh = Standard deviation within each stratum.
D2 = Expected variance.
e = Accepted error from mean.
t = Value of corresponding accepted confidence 
interval.

Statistical analysis
Firstly, a well-designed pre-tested 

questionnaire was developed and data collection was 
conducted by our research team in the study area. 
Both types of farmers, i.e., land-owners as well as 
farmers who gave their land to shareholders were 
accessed and interviewed. If the real owner of land 
could not be accessed, the required information was 
gathered from the shareholder. After completion 
of the survey, the data were analyzed by computer 
software, viz., Excel, SPSS, and SAS. Socio-
economic characteristics were compared by using 
the ‘independent samples t-test’ when variables were 
at the interval and normally distributed. Categorical 
variables were compared by the ‘chi-square test’ 
and when required by the ‘Fisher’s exact test’. 
Before applying the t-test’, the variables were tested 
for their normality by the Kolmogorov Smirnov 
test. Logarithmic transformation was performed to 
normalize the variables.

Logistic regression
Logistic regression was applied twice 

in this study. Differences in the two models were 
the dependent variables. The first model describes 
the factors influencing the landholders to leave tea 
farming and influencing their decision to give their 
land to landless householders who wished to pursue 
tea farming. In this model, the dependent variable 
was expressed as  ‘1’ or ‘0’; ‘1’ was assigned to 
farmers who owned the land but decided to give it on 
share basis to a shareholder, and ‘0’ to those who had 
both ownership and operation rights and were doing 
farming by themselves. 

In the second model, the farmer who 
decided to work or to access land as a shareholder 
through the land tenure system was assigned ‘1’, and 
‘0’ was assigned to a farmer who had both ownership 
and operational rights and also practiced tea farming. 
In this way, the Logistic model was developed, and 
the Probit model was derived from the latent model 
developed by Spermann, (2009). 

And

Prob (y = 1) is probability equal to 1.
x is the vector of explanatory variables.
For estimation of odds ratios for explanatory 
variables, the following formula was used.
Exp (B) or odds = P/1 - P

Odds ratios demonstrate how much the 
probability of a farmer who is a shareholder or gives 
his land on a share basis will increase when a change 
of one unit in an independent variable occurs, while 
all other variables are held constant. The underlying 
latent model is described as:

Model 1

      Dependent variable = 1 for a real owner of the land 
who gives it to a shareholder, otherwise 0 (who has 
both ownership and operation rights of land)
Age (x1) = Number of years. 
Education (x2) = Schooling years.
Family Size (x3) =Number of family members.
Dummy for off-farm Occupation (x4) = 1, if farmer 
has off-farm occupation; otherwise 0
Family Member having other occupation (x5) =  
Number of family members with other occupation
Membership of Cooperative (x6) = 1 if farmer has 
any cooperative membership; otherwise 0.
University Graduated family member (x7) = Number 
of university graduated family members
Membership of Cooperative (x8) = 1 if farmer has 
any cooperative membership; otherwise 0

Model 2
Dependent variable = 1 for shareholder who decided 
to access land on a share basis, otherwise 0 (who has 
own land and also doing tea farming).
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Age (x1) = Number of years.
Family Size (x2) = Number of family members.
Education (x3) = Schooling years.
University Graduated family member (x4) = Number 
of university graduated family members.
Family Member having other occupation (x5) = 
Number of family members with other occupation (No.).
Membership of Cooperative (x6) = 1 if farmer has any 
cooperative membership; otherwise 0.
Dummy for off-farm Occupation (x7) = 1, if farmer 
has off-farm occupation; otherwise 0.
Dummy for Farmers’ Wish (x8) = 1 if farmer has a 
wish of becoming successful farmer by his own 
effort; otherwise 0.

RESULTS   AND   DISCUSSION

The characteristics of the farmers
Table 1 explains the personal characteristics 

associated with the sampled farmers. The farm owners 
were three years older than the shareholder farmers. Both 
groups had almost the same number of family members. 
More family members of farm-owner households were 
university graduated and also had other off-farm 
occupations as compared to those of the shareholder 
households. The tea farming experience of farm owners 
was higher than that of the shareholders. Although, 
no significant difference was observed between the 
family labor of both categories of farmers, more 
shareholders’ family members were working at the 
farm. The farm owner households, on the average, 
were obtaining 42.48 percent of total family income 

from tea farming, whereas the total family income of 
shareholders was 50 percent from tea farming. 

In general, a high percentage of farmers 
were primary school graduates. Savaş & Yenice 
(2016) also corroborated that a high number of 
farmers in the Rize province were primary school 
graduates. Compared to the farmers who had land 
tenure ship, the farm owners were educated up to the 
university level, whereas no one from shareholders 
families attended the university.

Description of tea farms 
Table 2 describes the structure of tea 

farms. The land holding of the tea farm owners was 
just 7.68 decares with almost 5 parcels, whereas 
shareholders, on an average, held the land equal to 
11.83 decares with 5.44 parcels. In concurrence 
to this study, Yüksek et al. (2013) also revealed 
that the majority of tea farmers were small farmers, 
and that very few farmers had more than 15 decares, 
constituting 4–7 parcels. Tea land to parcel ratio 
demonstrated that the farm owners created more 
parcels than those by shareholders. The parcels were 
almost 39 years old and remained almost 11 years 
from the economic age of tea plants as reported by 
Özcan & Yazicioğlu, (2013). It was also 
observed that the slope and altitude of tea orchards of 
shareholders were higher than those of farm owners. 
Additionally, the yield of tea and labor productivity as 
measured by the collection of tea leaves per day was 
higher at shareholders farms. Similarly, Pender 
& Fafchamps (2005) did not find a significant 

 

Table 1 - Farmers’ characteristics. 
 

Characteristics ------------------Owner--------------- ------------Shareholder----------- P- Value 

 
Mean Std. Deviation Mean Std. Deviation 

 
Age (Years) 50.37 12.52 47.37 9.83 0.25 
Household size (No.) 4.64 1.85 4.63 1.62 0.94 
Experience (Years) 32.60 13.10 29.96 10.58 0.33 
University graduated family members (No.) 1.14 1.10 0.66 0.83 0.04 
Family members having other occupation (No.) 1.35 1.33 0.93 1.11 0.13 
Family labor at farm (No.) 2.00 0.95 2.30 0.87 0.42 
Family income (TL/Year) 32144.14 21145.45 30977.78 36244.02 0.83 
Farm income share in family income (%) 42.48 24.40 50.04 26.39 0.16 
Education of farmers Percent Percent  
Primary school  38.74 59.26 

0.302 
Secondary school  19.82 14.81 
High school 19.82 18.52 
University graduated 19.82 7.41 
Master/Doctorate 1.80 0.00 
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difference between the yields of shareholders and 
owner operated plots.

Tea management practices 
Table 3 represents the terrace status 

at tea farms in the study area. Terracing (making 

graduated  terrace steps) was being practiced in 
the study area to minimize the risk of erosion or 
landslide and make orchards easy to manage.  But 
terracing is not fully adopted by both categories of 
farmers, although it is a necessity for tea farming. A 
high percentage of shareholders (40.74 percent) were 

 

Table 2 - Farm structure and tea yield. 
 

 
------------------Owner--------------- ------------Shareholder---------- P-Value 

 
Mean Std. Deviation Mean Std. Deviation 

 
Land under tea 7.68 6.29 11.83 8.85 0.01 
No. of parcels 4.99 3.56 5.44 2.15 0.53 
Age of parcels 38.20 13.92 39.57 14.19 0.65 
Slop (%) 39.97 16.83 42.30 16.10 0.52 
Altitude (m) 316.32 265.61 392.11 370.00 0.22 
Distance from reception point (m) 1081.53 882.40 1224.26 1025.19 0.47 
Labor productivity (Kg/Man/Day) 250.11 64.60 281.48 60.09 0.02 
Yield (Kg/De) 1482.03 454.00 1457.10 395.87 0.93 

 
 

 

Table 3 - Management practices. 
 

 Owner Shareholder P-value 

--------------------------------------------------------------------------------Terrace status-------------------------------------------------------------------- 
Yes 68.47 44.44 

0.06 No 24.32 40.74 
No need 7.21 14.81 
--------------------------------------------------------------------------Soil test performance----------------------------------------------------------------- 
Yes 18.92 14.81 

0.62 
No 81.08 85.19 
---------------------------------------------------------------Do you have new planted orchard of tea------------------------------------------------------ 
Yes 20.72 8.00 

0.138 
No 79.28 92.00 
-----------------------------------------------------Method of fertilizer application in newly cut tea orchard-------------------------------------------- 
Spreading  60.58 57.69 

0.712 In root zone 35.58 42.31 
Mix with soil 3.85 0.00 
----------------------------------------------------------Method of application in uncut orchards----------------------------------------------------------- 
Spreading 61.11 76.00 

0.162 
In root zone 38.89 24.00 
--------------------------------------------------------------------Handling herbs in tea orchards---------------------------------------------------------- 

Pulling off with hand before harvesting tea 79.28 74.07  
Pulling off during tea harvesting 1.80 0.00 0.635 
Others (Motor) 18.92 25.93  
-------------------------------------------------------------Following level of 2.5 leaves rule---------------------------------------------------------------- 
Yes 19.82 22.22 

0.935 Occasionally 40.54 37.04 
No 39.64 40.74 
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not practicing terracing at their orchards. Almost 7 
percent owners and 14 percent shareholders reported 
that they did not need terracing at their tea land. 
The aspect of emotional ties to land as owners or as 
tenants significantly affects the decision of farmers to 
protect the soil of the tea orchards. 

The practice of performing soil test in 
this study was poor. Only 18.92 percent owners 
and 14.81 percent shareholder farmers were 
performing the soil test. Although, soil testing is 
a good practice for maintaining soil health, the 
farmers are utilizing chemical fertilizers in tea 
farming without performing a soil test. This not 
only affects soil health but may also affect the tea 
quality. Such fertilizers, applied in high quantities, 
can lead to soil deterioration and eventually to 
high production costs. Özcan & Yazicioğlu 
(2013) also observed that the farmers fertilize their 
orchards without a soil test performance. Unlike the 
shareholders, the farm owners were keen to plant 
new tea orchards. The spreading method was the 
commonly practiced method for applying fertilizers 
to both newly cut and uncut tea orchards. In addition, 
only 3.85 percent farm owners preferred to apply 
fertilizers by mixing them in the soil in newly cut 
tea plots. In uncut tea orchards, the application 
of fertilizer was difficult and farmers preferred 
the spreading method for fertilizer application. 
Yüksek et al. (2013) reported that in the newly 
cut tea orchards, farmers applied fertilizers in the 
root zone, whereas in uncut orchards, the spreading 
method was widely adopted. 

The farmers were getting rid of herbs 
(weeds) growing in the tea farms without using 
chemical herbicides. They pull off herbs during 
harvesting or before harvesting the tea. Mostly, the 
farmers pull off herbs manually before the harvesting 
season and only 1.80 percent owned tea farmers use 
the method during tea harvesting. Furthermore, 18.92 
percent owners and 25.93 percent shareholders use 
motors for the removal of herbs from tea orchards.

Farmers were following the ‘2.5 Leaves Rule’ (the 
rule describes the quantity of 2.5 cm tall tea leaves 
as compared to shorter or taller in the total harvested 
quantity of tea). A higher percentage of owners 
(40.54 percent) were occasionally following this 
rule; only 19.82 percent of them were following it on 
every occasion of harvesting.  Only 22.22 percent of 
shareholders followed this rule diligently, whereas 
37.04 percent were occasional followers. Moreover, 
39.64 percent owners and 40.74 percent shareholders 
did not follow this rule at all.

Profitability of tea farming 
As shown in table 4, the shareholders were 

spending 619.87 Turkish Lira (TL) per decare (TL/
De) and were earning a gross income of 3148.28 
TL/De. Conversely, the returns of farm owners 
were 2857.08 TL/De after spending on inputs equal 
to 565.94 TL/De, thus demonstrating that the gross 
margin and management returns of shareholders 
were greater than those of farm owners. Haq and 
Boz (2019) also described that shareholders manage 
their farms more efficiently which ultimately results 
in high income.

Assessing the factors influencing the real owner’s 
decision to give their land to shareholders

Table 5 depicts the relationship between 
predictors and decisions of the farmers to give land 
to shareholders and leave tea farming due to various 
reasons. Mostly these farmers do not stay in the study 
area. The probability of giving land to shareholder 
increases as the age and education of real owner 
increases; both the variables have a significant effect 
on the likelihood of the real owner to give land to 
the shareholder. The family size has an insignificant, 
negative relation with the probability of giving their 
land to shareholders. Wang et al. (2015) summarized 
contrasting results, wherein they reported that the 
large households are more likely to rent out their 
land to non-relatives. The farmers having off-farm 

 

Table 4 - Tea farming profitability (TL/De). 
 

 
-----------------------Owner------------------- -------------------Shareholder---------------- P-value 

 
Mean Std. Deviation Mean Std. Deviation  

Variable cost  565.94 482.35 619.87 520.68 0.61 
Return  2857.08 958.06 3148.28 879.82 0.15 
Gross margin  2291.14 991.59 2528.41 1039.51 0.27 
Return to management  1499.08 1061.27 1851.07 981.72 0.12 
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occupations are more likely to give up tea farming as 
compared to those who do not have such occupations 
by a factor of 10.01. A higher number of members 
having other occupations and the number of university 
graduate members in farmers’ family resulted in 
an increased likelihood of them giving land to 
shareholders and also enhance chances to give up tea 
farming. Farmers having a cooperative membership 
are less likely to give their land on a share basis and 
prefer to work on land by themselves. In China, 
where the land sale is impossible, the development 
of off-farm sector has eliminated obstructions in the 
functioning of the rental market, thus improving 
productivity (Benjamin & Brandt, 2004). 
The farmers who actively participate in the off-farm 
activities or occupations are highly probable to supply 
land in rental market (Zhang et al., 2004). Yao 
(2000) and Lohmar et al. (2001) also described 

that as the number of villages moving toward off-farm 
occupations increases; the amount of land potentially 
available for rent also increases.

Assessing the factors influencing landless households 
to act as shareholders 

Table 6 explains an additional independent 
variable, such as the desire of a farmer to become 
successful by his own effort. The model assesses the 
variables which influence a landless farmer’s decision 
to acquire land and work as a shareholder. As a farmer’s 
age increases, the probability of the farmer to work as 
a shareholder decreases. Feng & Heerink (2008) 
suggested that as a household head gets older and his 
education level increases, the probability of renting 
land declines. Similarly, highly educated farmers 
are less likely to access land and are less likely to 
work as shareholders. These results are in line with 

 

Table 5 - Factors influencing the probability of giving land to shareholder. 
 

Parameters Estimate (βs) Std. Error t-value p-value Odds Ratios 

Intercept –4.765 1.247 –3.820 0.000 0.0002 
Age (Years) 0.036 0.014 2.600 0.009** 1.07 
Education (Schooling Years) 0.134 0.043 3.110 0.002* 1.27 
Family size (No.) –0.054 0.119 –0.450 0.651 0.90 
Dummy for off-farm Occupation  1.296 0.391 3.320 0.001* 10.01 
family member having other Occupation (no.) 0.010 0.136 0.070 0.943 1.05 
University graduated family member (no.) 0.156 0.158 0.990 0.322 1.27 
Membership of cooperative –0.729 0.355 –2.050 0.040* 0.28 

 
Independent variable (Y) = 1 for real owner of land (not doing farming) and 0 for owned farmers; Log Likelihood = –41.193; AIC Value 
= 98.386; SC Value = 121.804; Likelihood Ratio = 54.045; χ2 =54.05 Pseudo R2 = 0.396; Correctly Classified = 85.51%. 

 

 

Table 6 - Factors influencing the likelihood of a landless household to act as a shareholder. 
 

Parameters Estimate (βs) Std. Error t-value p-value Odds Ratios 

Intercept 1.61 0.91 1.77 0.08 19.587 
Age (Years) –0.02 0.01 –1.88 0.06** 0.96 
Family size (No.) –0.01 0.08 –0.10 0.92 1.00 
Education (Schooling Years) –0.08 0.04 –1.90 0.06** 0.87 
University graduated family member (No.) –0.15 0.15 –1.00 0.32 0.76 
Family member having other occupation (No.) –0.08 0.11 –0.67 0.51 0.88 
Membership of cooperative –0.18 0.27 –0.64 0.52 0.73 
Dummy for off-farm occupation  –0.01 0.27 –0.05 0.96 0.99 
Dummy for farmers' wish –0.48 0.29 –1.67 0.09** 0.44 

 
Independent variable (Y) = 1 for shareholder and 0 for owned farmer; Log Likelihood = –60.75; AIC Value = 139.50; SC Value = 
165.84; Likelihood Ratio = 14.93; Pseudo R2 = 0.11; Correctly Classified = 81.16%. 
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the findings of Kung (2002), who described similar 
results. It is observed that the family size and the 
probability of working as a shareholder are inversely 
related. Feng, (2008) has demonstrated a positive 
correlation between the probability of renting land 
with the family size and negative correlation with 
the age of the household’s head. He also suggested 
that there is a negative correlation between the 
probabilities of renting land with the education level 
of a household.  These results implied that a large 
family size exerts a pressure on a household toward 
getting short-term incomes. The landless people try 
to work in other off-farm occupations to get income 
on daily or monthly basis because tea farming gives 
income after a long period (long-term gains). Further, 
having a high number of university graduates in a 
family and members working at off-farm occupations 
decreases the probability of landless households to 
access land and to act as shareholders. These results 
agreed with the studies of Zhang et al. (2004), who 
reported similar findings. The farmers who are the 
members of cooperatives and those who desire to be 
successful at farming with their own efforts are less 
likely to work as shareholders and prefer to have self-
owned land. Deininger & Jin (2008) also revealed 
that younger household heads are more likely to rent 
land.  As they get older, more educated, and have 
more off-farm occupations; the probability to rent the 
land reduces. A similar observation associated with 
the off-farm occupation and land renting was made 
by KUNG (2002).

CONCLUSION 

The development of land tenure markets 
in agriculture plays an important role in enhancing 
productivity, improving income and overall welfare 
of the rural households. It is the cheapest way of 
acquiring land, which allows even landowners to enjoy 
land ownership rights without selling off their land. 
We observed that farmers who were shareholders 
were younger and their education level was also low as 
compared to farm owners. Although, an owner’s family 
income was higher than that of a shareholder, the share 
of agricultural income in a shareholder’s total family 
income was higher than land owner. The family size 
was almost the same for both types of farmers. 

On an average, the total tea land of 
shareholders farms was greater than that of their 
counterparts. The labor productivity was also 
high at the shareholder farms. In this study, it was 
observed that shareholders did not follow the practice 
of terracing at their farms even though it was a 

necessity for increasing the productivity of tea. Soil 
test performance was not common in the study area, 
though more farm owners were performing soil test 
than the shareholders. Results also demonstrated that 
fertilizers were generally applied through spreading 
method in tea orchards and that some of the farm 
owners were also applying fertilizers by mixing them 
in the soil in newly cut tea orchards. In uncut orchards, 
the farmers mostly used the spreading method, but 
a high percentage of owners also applied fertilizers 
to the root zone. We also noted that farm owners 
occasionally followed the 2.5 leaves rule, whereas 
a high percentage of shareholders did not follow 
this rule. Both categories of farmers enjoyed good 
returns from tea farming. Moreover, the shareholders 
returned to tea farm management because of good 
turnover at these farms. 

The overall model was highly significant 
and 85.51 percent correctly specified. On the supply 
side, the factors affecting the decision of farmers to 
provide land to the land tenure market were the age 
of the respondent, education, off-farm occupation and 
cooperative membership. An increase in the family 
size along with the membership of cooperative 
societies made farmers less likely to provide their 
land to the land market. Such farmers gave land to 
other farmers on a share basis. Older and highly 
educated farmers were  more likely to leave farming 
and to make their land available to the land market. 
In this study, we have also shown that the number 
of university graduates and the number of members 
having other occupations in a family did not have a 
significant impact on the likelihood of farmers giving 
land to shareholders.  

The age of the farmers, the schooling years 
completed and the wish to become successful farmers 
did not have a significant influence on the decision 
of farmers to access land as shareholders. As farmers 
became older they did not access land in the land 
market. Larger the family size, the greater was the 
chance of a farmer to act as an owner rather than a 
shareholder. Having more university graduates and 
members having an off-farm occupation in a family 
reduced the probability of accessing land. Moreover, 
it was seen that farmers having other occupations 
were less likely to work as shareholders. Lastly, we 
have also observed that the aspiration of farmers 
to become successful by using their own efforts 
increased the probability of the farmer to work as an 
owner and not as a shareholder. 

In conclusion, the theoretical background 
and empirical results of this study showed that the 
decision to exit farming by tea producing land owners 
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(giving farm to shareholders), and to enter farming 
as a shareholder (landless families start farming in a 
shareholder basis) depends not only on production 
costs and farm income but also on human capital 
variables, membership of farmers’ organizations, 
and off farm income opportunities in the locality. 
The more these factors would be functional the more 
landowners will abandon farming and start to engage 
in off farm occupation. Technical, economic, and 
social impacts of this new farming system would be a 
new subject for researchers to investigate.
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