
International Journal of Research in Economics and Social Sciences (IJRESS) 
Available online at: http://euroasiapub.org  
Vol. 7 Issue 8, August- 2017, pp. 170~184 
ISSN(o): 2249-7382 | Impact Factor: 6.939  

 

 
 

  
International Journal of Research in Economics & Social Sciences 
      Email:- editorijrim@gmail.com, http://www.euroasiapub.org 

  (An open access scholarly, peer-reviewed, interdisciplinary, monthly, and fully refereed journal.) 

170 

Institutionalisin Land Market operations for Lease land Farming- the scope and constraints 

 

P.Indira Devi1,  

Professor &Director, Centre of Excellence in Environmental Economics , 

Kerala Agricultural University.Thrissur 

 

Jomy. M. Thomas2,  

PhD Scholar, School of Management Studies, Cochin University of Science & technology, Cochin 

 

Sebin Sara Solomon3 

PhD Scholar, Dept. of Agril. Economics and Farm Management, Jawaharlal Nehru Krishi Vishwa 

Vidyalaya, Jabalpur, Madhya Pradesh 

 

Abstract:  

The legal systems across India differ with respect to tenancy and some states legally permit the leasing, 

a few allow leasing with restrictions and a few like Kerala legally ban leasing. However, leasing exist in 

the country in concealed form or informal way. The lease farming in Kerala is done primarily by four 

types of farmers’ viz. SHGs/JLGs/, individual farmers, Agricultural laborers, and formal and informal 

groups of farmers. The lease land farming is mainly undertaken for production of food crops, vegetables 

and tubers. The lease rates, conditions and payment pattern vary across regions and there is no formal 

dispute redressal mechanism. The existing constraints  and challenges in lease farming is discussed as 

absence of legal support, production management concerns, resource use efficiency ,access to credit and 

other benefits, gender dimensions which are faced by the lessors and lessee. The prevalence of tenancy 

among various types of farmers suggests the need to grant legally recognized status to tenancy, to 

protect the interest of both the lessor and lessee .Thus legalizing the system of lease farming is suggested 

in the larger societal interest of sustainable agricultural growth. The actual process of transaction may 

be facilitated at ground level by institutionalizing the arrangements through a Land Bank which ensure 

the wider objectives of the programme and interest of the stakeholders. 

 

Keywords: Tenancy, Lease land farming, Land Bank, sustainable growth, Lessor farmers, Lessee 

farmers. 

 

Introduction 

In a populous developing country such as India, developmental interventions are often 

woven around land, as this is the most critical resource in the livelihood support system of 

rural communities. In such a socio-economic environment, land has multiple uses. It is the 

most important source of income, a symbol of social status and prestige, and has very high 

collateral value for resource poor farm families. The social changes in some of the developed 

states in India (Kerala) were initiated by the legal interventions on land ownership pattern 

and tenancy systems. The Land Reforms Act in Kerala rendered tenancy legally invalid and 

prohibited future tenancy as well. However, it has reemerged (Nair and Menon, 2006; Haque, 

2014), as in the case of many other states. 
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Amidst the ongoing controversy over the structure and characteristics of the new land lords 

(Vijay, 2012; Reddy and Shaw, 2013) there is agreement on the fact that the lease farming 

continues in India either as share cropping or as fixed rent tenancy, even in states  where it 

is banned. The reasons as put forth by Bernstein, 2010 may be that these land lords are too 

poor to farm or too busy to farm. Going by the signals from Kerala there  is every chance of a 

third category of land owners who are too constraint to farm .This  situation arises out of the 

physical and social environments which include a host of agronomic, technological, 

institutional, socio-economic, ecological and operational level constraints. Among the 

reasons discussed, many researchers suggest (George and Nair 1982; Narayana and Nair 

1983; Kannan and Pushpangadan 1990; Santhakumar and Nair 1999; Viswanathan, 2014) 

loss of interest in farming among farmers and neglect of less dignified farming operations by 

the labourers, as key factors. The management problems and the labour shortage ,thus 

prompt the land owners to lease out the land  while  surplus labour and low level of holding 

size of resource poor group prompt them to  lease in. 11.5% of rural households in India 

leased in land and 6.5 % of the total operated area was under lease farming (59th round 

NSSO:2006).This paper tries to discuss the lease farming systems  and its dimensions in 

general and the system as is prevalent in Kerala, based on previous studies as well as primary 

data. The paper proposes a model institutional mechanism for facilitating lease farming. 

 

 Emerging group of farmers-rising demand for land 

Over a span of 20 years the cultivated land in India has come down from 185.18 to 182.46 

million ha (1.5%).The Marginal Farmers (less than one ha.) constituted 61.58% in 1995-96 

which rose to 67% (2010-11).Over this period the number of holdings in this group increased 

by around 30%, area by 23% reducing the average holding size to 0.38 ha from 0.40 ha 

(table.1). At the same time the average holding size of large farmers have increased to 17.38 

ha, while the number of farmers and total area operated in this group has declined. 

 

Table.1. Operational holding size in India 

 1995-96 2010-11 

Holding size Number 
(`lakhs) 

Area 
(lakh ha) 

Average size 
of 
holdings(ha) 

Number Area  (%) Average 
size of 
holdings 

Less than 1 ha. 711.79 284.716 0.40 923.56 350.95(22.24) 0.38 
 

1-2 Ha 216.43 307.33 1.42 247.05 350.81(22.07) 1.42 
 

2-4 Ha. 142.61 387.90 2.72 138.40 375.06(23.59) 2.71 
 

4-10Ha. 70.92 414.17 5.84 58.56 336.72 21.18) 5.75 
 

More than 
10ha. 

14.04 241.63 17.21 10.00 173.8  (10.92) 17.38 
 

Total 1155.79 1635.75 1.41 1377.57 1587.34 1.15 
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In Kerala the total holdings constitute 1377.57 lakh holdings of which 85 % are small and 

marginal farmers. In 1995-96 the number of holdings with less than one ha area was 

59,18,000 (94.08%), occupying  an area of 912000ha (53.24%), making the average holding 

size 0.15 ha. Over a span of 15 years, the number rose by 11 % (65,80,000) with lesser area 

(8,86,000) reducing the average holding size at 0.13ha. The average size operated by these 

groups is on continuous decline (table.2). This situation makes farming uneconomic due to 

the economies of scale naturally forcing them to opt for lease land farming arrangements, if 

they wish to continue the vocation. 

 

Table.2. Operational Holding size in Kerala State 

 1995-96 2010-11 
Holding size Number 

(`000 ) 
Area 
(`000) 

Average size 
of 
holdings(ha
) 

Number 
(`000 ) 

Area 
(`000 ) 

Average size of 
holdings(ha) 

Less than 1 ha. 5918(94.08) 912(53.24) 0.15 6580(96.32) 886((58.63) 0.13 
1-2 Ha 262(0.04) 350(20.46) 1.34 180((2.00) 282((18.66) 1.57 

 
2-4 Ha. 96(0.02) 244(14.20) 2.54 57(0.80) 159(10.52) 2.79 

 
4-10Ha. 20((0.003) 104(6.08) 5.20 12((0.20) 64(4.23) 5.33 

 
More than 10ha. 3((0.0005) 102(6.02) 34.74 2((0.02) 120(8.94) 60 

 
Total 6290(100) 1712(100) 0.27 6831(100) 1511(100) 0.22 

 

We do not have data on the extent of lease farming in Kerala as it is legally banned .There are 

mainly three groups who are active in this sector. 

1. SHGs/JLGs/other informal groups: The evolution of institutional forms in rural areas 

(SHGs/JLGs/producer companies) is depending on the lease land market for agricultural 

production activities. There are state sponsored programme aiming at poverty eradication 

that promote economic activities by women self help groups, mainly focusing on lease land 

farming (Kudumbasree Programme in Kerala). Kudumbashree was launched in 1998 as a 

community network that would work in tandem with local self governments for poverty 

eradication and women empowerment. Under this programme, women Self Help Groups 

were formed and empowered to take up economic activities. Agriculture and allied sectors 

formed the major area of activity in which food production gained much emphasis. The group 

started the farming activities (rice, vegetables, fruits, floriculture) under the lease farming 

arrangements, mostly through informal verbal lease agreements. The area farmed under the 

collective farming programme (25062 ha in 2009-10) is mainly under the lease farming 

arrangement. 

2. The individual farmers: The farmers who do not own sufficient land to undertake farming 

to ensure an economic level of production lease in the neighbouring plots, thus extending 

their area. The local familiarity and trust help them acquiring the land without much problem. 
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There are a few farmers who, in the process of expansion of farming (mostly concentrating 

on one crop) business, lease in land in the same and neighbouring regions  

 

3. Agricultural laboureers who are landless, lease in land on a limited scale and start 

agricultural production .Their skill in faming and chances of family labour involvement make 

the farming attractive. These groups of farmers most often lease in land in the locality. 

 

4. Formal and informal groups of farmers: (expatriates, retired persons, unemployed youth, 

working class who are interested in farming). These are groups or individuals who start 

farming as a livelihood option or as a part-time hobby or as a social responsibility and model. 

Apart from this individual agri-entrepreneurs (who own or do not own the land), 

organizations and business operators (processors/retailers/ayurvedic 

industries/exporters) are also entering the field of agriculture, for one reason or other.  
 

 Supply constraints in agricultural land 

Thus there is a growing demand for land for agricultural production purpose and landed 

households engaged in non-farm livelihoods were stand to gain by renting out their land for 

share cropping or lease farming. At the same time, the legal status and historical regulations 

and outlook has restricted the supply of land for lease farming, in many states of India. The 

conventional system of skewed ownership and leasing out to tenants is generally considered 

as exploitative in nature and pro-rich and often not favoured.  

The legal status of lease land farming in India varies across states. Haque, 2012 provides a 

narration of the legal status of leasing land for agricultural production in different states of 

India. In almost all the states where it is not legally permitted, there is an active informal lease 

land market. On studying the functioning of the Indian land lease market, the prevailing terms 

of tenancy, and the possible options for reforming the lease market, it was revealed that 

despite the enactment and implementation of various tenancy laws, concealed tenancy 

continues to be widely prevalent (Sharma, 2006). At the same time there are instances where 

the owners of cultivable land do not use it for productive activities and are reluctant to lease 

it out, due to the absence of legal protection.  

In Kerala, where the land reforms Act has rendered the tenancy invalid, the system of lease 

land farming has emerged as a socially accepted system, though in an informal way. The 

landless entrepreneurs in farming have to depend on the land owners who are not doing 

farming, thus facilitating the leasing. However, there are no formal agreements between the 

lessor and lessee and most often they are only informal verbal agreements. Thus, legal 

restrictions on land leasing could neither eliminate the system of lease cultivation nor 

provide security of tenure to the tenants at will. Due to legal restrictions land owners now 

prefer to give land on lease more on informal basis thereby making tenants more insecure 

and without incentive to make long term investments on leased in lands (Haque, 2012) 

Now, the present situation raises several questions 

1. Whether there is significant difference in the leased farming situations under legal 

protection and informal arrangements? (with respect to lease rates, lease conditions, tenant 

security, production performance ,in practice) 
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2. Is there a difference between these two situations (leased in and owner operated farms) in 

the identical legal environments? 

3. What is the experience and responses of the tenants and owners with respect to the lease 

land farming under the two legal situations? Does the existing status ensure tenant and owner 

welfare?  

4. What is the basis for fixing rent, payment rules, dispute resolution and other aspects in 

leasing out/in, in practice under the two legal environments?  

5. How does the lease farming affect the sustainable agricultural production objectives? 

5. Does legalization of lease farming lead to social equity?  

6. What are the gender dimensions of   lease land farming in view of the employment 

generation, income generation and household welfare? 

7.  What are dimensions of lease farming that may lead to farmer distress? 

8. How can the formal credit market cater to the requirements of lease farmers and ensure 

credit viability? 

9. To what extent lease farming contribute towards regional and household food security and 

safety? 

10. What are the negative externalities, if any, associated with lease farming and how to 

manage the same? 
 

Lease Farming practices 

Nair and Menon (2006), depending on the data drawn from several micro level studies 

focusing on different aspects, tried to give some basic information on the prevailing condition 

of lease land farming in Kerala. These studies were conducted at different points of time by 

different researchers with different objectives. However, this paper provides basic 

information on the status of lease land farming in Kerala and underlines the prevalence of 

informal lease arrangements. 

The lease farming practices in Kerala are mainly confined to a few crops, which are 

commercial in nature .This include both short term (annuals) and long term (perennials). 

Vegetables and banana, paddy and tubers are the major annuals cultivated under short term 

lease, ranging from 4 months to one year. (table 3) 
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Table.3.Average lease rates in Kerala 

Crop 
 

Duration of lease Amount(Rs/Ha) Location Remarks 

Pine apple 3-3.5years 37000 Ernakulam/Idukki Lump-sum payment in 
the beginning/planting 
and maintenance of 
rubber plantation 
during the period 

Mango orchard 2—5years 2,50,000 Palakkad Varies according to 
variety and age of the 
tree 

Banana (nendran) 24 months 25,000- 30,000 Various parts of 
Kerala 

Varies  according to 
nature of field, location 

Vegetables As per duration of 
the crop 

12,500- 17,500 ,, ,, 

Tapioca 10 months 3,875- 41,611  ,, ,, 
Paddy 4 months 16,000 ,, ,, 

 

Banana, nendran variety, which is the most popular commercial fruit/vegetable in Kerala, 

shows a steady increase in area under cultivation over the years (16% increases over the last 

decade). The crop is considered as one of the profitable agribusiness with an average BC ratio 

of 2.50, at Cost A level. Though we do not have accurate records of the lease farming status 

on this crop, it is reasonable to assume that at least 20% of the area as under lease farming. 

The lease term for this crop is for two consecutive years .The propping material (wooden 

poles) can be used for two seasons and the investment on manures can be fully utilized if two 

crops are grown. So the lessee can ensure returns to his investment if only the land is utilized 

consecutively for two crop seasons. The banana varieties like (palayankodan, poovan, kadali) 

are cultivated on a limited scale, compared to nendran. The contact farming programme 

undertaken by the kudumbasree mission for supplying kadali variety to the guruvayur 

temple, is mainly raised through lease farming arrangements. 

The vegetables like bittergourd, snakegourd, ashgourd, cucumber, chilliies, amaranthus and 

bhindi are also grown by the farmers under lease farming situation. The state sponsored 

Vegetable and Fruit Promotion Council (VFPCK) facilitates the production and marketing 

through supply of quality inputs, technical advice and market intelligence, and marketing 

arrangements. The council also facilitates the provision of credit, even to lease land farming.  

Tubers, mainly tapioca, is grown commercially many parts of Kerala and the average lease 

rates range from 3,875 to 41,611 Rs/ha. The practice of interstate lease farming is also very 

common, especially in boarder districts (Wayanad) .Ginger farming in Karnataka region, 

when ginger prices are high, was reported and there was a situation of farmer distress due to 

the price fall of the crop in 2008. 

The paddy cultivation in the state is in a state of continuous decline (35% decrease in area 

over the last decade), one of the main reason being the relatively low economic gain and other 

social reasons. Currently the area is only 1.94 lakh ha. The presence of SHGs and individuals 

in the lease farming had helped in maintaining at least this level. There are several efforts on 

reclaiming the paddy cultivation mainly owing to the increasing concern on the ecological 

benefits of paddy lands (wet lands). 
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The long term lease (two to three years) is very common in mango orchards in the state 

(Palakkad District), which has one of the early mango seasons in the country. The owners of 

the mango orchards lease out the bearing plants to traders in the locality. The owners are 

absentee landlords who stay at far off places. All the management practices (manuring, 

intercultural operations, plant protection and harvesting) of the orchard are undertaken by 

the lessee. There are mainly 20 wholesale traders/commission agents of wholesalers in the 

locality, who manages whole of mango trade. 

The Idukki and Ernakulam districts of Kerala are the major centers of pineapple farming. The 

crop is grown on a commercial scale and the extent of lease land farming is considerably high. 

The practice of leasing out the lands for rubber planting for pineapple farming is prevalent. 

The lease agreements include planting of rubber and its maintenance for three and half years, 

apart from a rent of Rs. 35000 per ha.  

Long term leases of more than five years is not very common and not seen reported .There 

are a few cases, where the lesser and lessee are closely known/related. 

The lease rates prevailing in each locality are not based on any common standards or 

scientific basis. The supply of cultivable land, irrigation facilities, transport and 

communication facilities, marketing facilities, type of crop grown are the major factors that 

decide the lease rate. There are instances where the rent is paid in advance or after the 

harvest of the crop. In some cases the rent is fixed as a combination of cash and produce 

sharing. However there is no formal agreements and mechanism for dispute resolution as 

there is no legal protection for the system. 

 

Constraints in lease farming  

Though the lease land arrangements ensure a system of better supply position for 

agricultural land, there are several aspects of the current system which do not facilitate the 

sustainable objectives and do not support the lessor or lessee interests. The major constraints 

are: 

1. Legal status 

The legal status with respect to lease farming in agriculture in India varies across states. Some 

states have legally permitted the same, some others have imposed restrictions and 

conditional tenancy is permitted. A few like Kerala   have legally banned the system. At the 

same time tenancy is existing in all states irrespective of the legal status in concealed form or 

otherwise, especially among the resource poor sections of the population. Reports show that 

about 40% of farming community in India as tenant farmers, sharecroppers and agricultural 

laborers who own very small and uneconomic holdings. The proportion of lease land farmers 

were reported highest (47.5%) among marginal farmers (less than 0.5 ha) followed by 

landless (35.8%) and lowest among the Large farmers (8.2%). In Kerala the corresponding 

figures were 50%, 46.2% and 3.4% respectively (NSSO, 2003). Most of the micro level studies 

have also reported this (Nair and Menon, 2006). Thus lease farming act as a major economic 

activity to reduce the poverty in rural areas. Besley and Burguess, 2000 provides robust 

evidence of the direct link between poverty reduction and tenancy reforms and abolition of 

intermediaries. In this perspective the need for legal protection to the system is vital. 

Changing land ceiling levels are politically sensitive and difficult to implement and easiest 
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way to reform agrarian structure and activate land market is to regularize leasing (Sharma, 

2010). Most of the authors who worked on the system support legalizing leasing, 

safeguarding the interest of Small and Marginal Farmers. 

2. The agricultural production impacts 

In states like Kerala where the system is not legally protected, the land owners are hesitant 

to offer the land for lease, for fear of loss of property rights. The land use pattern in the state 

shows a decline in total cropped area while there is an increase in cultivable waste, current 

fallows and land put to non agricultural uses. Thus, the paradox situation of land availability 

and demand can be bridged only through proper institutional and legal mechanisms to 

ensure supply of land. In a state like Kerala where the food security is limited to the level of 

only 20% production of the requirement, boosting agricultural production is of most social 

significance. The ecological and economic dimensions of the same are also a matter of high 

importance. 

3. Management challenges and sustainable resource management 

Several studies highlight the production management issues associated with lease land 

farming, mainly from the perspective of the use of modern agricultural technologies. The 

results   are not in agreement and vary across regions. The application of intensive farming 

techniques were found to be high under leased in situations often leading to environmental 

damage (Bhaumik, 1991) Sharma, 1995 also concluded that tenancy as having no adverse 

effect on use of modern technologies. On the contrary, Bezbaruah and Roy (1992) reported 

tenancy as a hindrance to use of high yielding varieties, increasing cropping intensity as well 

as in applying fertilizers at a higher dose. There should be specific targeted studies to assess 

the level of externalities due to management practices in these systems, to come out with 

specific conclusions.  

The long term investments in farm (private capital formation in agriculture) are observed to 

be less in leased farms, compared to own farms. For instance, Soil and water conservation 

investment is significantly lower on leased land, suggesting the potential for land market 

reforms to increase conservation investment (Pender and Kerr, 1998).There are not many 

studies on this aspect under Indian conditions. Norris and Batie (1987) reported that off-farm 

employment, debt level,  tenure  and land holding area as having significant negative 

influence on the soil conservation practices of farmers. Cole and Johnson (2002) studied the 

soil conservation practices on lease land in U.S.A and concluded that factors such as lease 

type, length of lease and size of holding are not influencing the activities significantly. It is 

only reasonable to assume that the chances of investments are less under lease farming, 

especially under short term leases. 

4. Resource use efficiency 

The management capabilities of the lease land farmers are an area of interest among 

researchers. 

Sreenivasan and Sreenivasan (1974) compared the resource-use efficiency in paddy under 

different types of tenancy in Tamil Nadu and reported that highest returns to scale was 

obtained in owner operated farms, followed by partly owned and fully leased farms.  Pender 

and Fafchamps (2001) studied the lease land markets and agricultural efficiency in Ethiopia 

and suggested that land contract choice is found to depend upon the social relationships 
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between the landlords and the tenants and differences in contracts are not fount to 

significantly influence the input use or input value per hectare.  Bhowmick et al. (2003) 

studied the impact of tenancy system on resource use efficiency and productivity in Jorhat 

District of Assam and reported that there was no significant difference between owned and 

rented farms. Among the renting systems, cash rental and fixed share renting achieved higher 

productive efficiency because of higher resource use. Awasthi (2005) reported that though 

various land lease agreements have different production efficiency levels, the difference in 

productivities across land lease agreements are relatively small. 

The production efficiency under the two management situation in pineapple farming for the 

three years, in Kerala is furnished in table 4. The cost A1 and C3 in all the three years are 

higher in leased farming, mainly due to the rent payment (except Cost A1 in first year).The 

production is higher in the leased farms, but it was not enough to offset the higher cost and 

hence the BC Ratio was lower under the leased in condition compared to the owner operated 

farms. However the productivity under the two situations is on par. 

 

Table.4.Relative Economics of own and lease land farming in Pineapple( Rs.per ha) 

 
 

I Year II Year II 
Own Leased Own Leased Own Leased 

Cost A1 
 

240157 208704 
(-13.10 %) 

122271 129463 
(+5.88%) 

87971 93378 
(+6.14%) 

Cost C3 270950 272847 
(+7.00%) 

179692 186938 
(+4.03%) 

140854 148218 
(+5.23%) 

Output(kg) 20180 21065 
(+4.39%) 

17992 18109 
(+0.65%) 

13871 14213 
(+2.46%) 

Returns(Rs.) 271375 270009 
(-0.50%) 

215486 217211 
(+0.80%) 

156393 161574 
(-3.31%) 

 

5. Access to credit and other services    

All the previous works on the access to formal credit by the tenant farmers reports denial of 

access to institutional credit, irrespective of locations. (Birthal and Sigh, 1996; Sangwan, 

2000; Lala and Kuri, 2011).The inability to offer security often hinders the access to formal 

credit markets, by these groups. Addressing this, NABARD has introduced a scheme for 

financing the lease farmers through JLGs .But the scheme was not very successful as the 

bankers reported several field level problems (Andhra Bank, 2010).The legislation by the 

Andhra Pradesh Government (AP Loan and Allied Benefits Eligibility Card (for permissive 

cultivation) Act is reported as a successful intervention in this matter (Chitturi, 2012). 

In Kerala there are institutions like Vegetable and Fruit Promotion Council Kerala (VFPCK) 

who facilitate the availability of credit from formal credit institutions to farmers, mainly in 

the SHG mode. Some of the Primary Cooperative Credit Societies also extend credit support 

to farmers who do not have clear title deeds. Generally in places where such facilities are not 

there, the formal credit institutions do not support lease farmers. The lease farmer’s access 

to subsidies and other benefits are also similarly constrained. 

6. Gender dimensions in tenant farming 

Ownership of land, under Indian conditions often rest with male members. The women 

farmers who are desirous of farming often have limited access to land and were often 
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adversely affected by land reforms (Haque, 2012; Saradamoni, 1983).Women constituted 

only 9.6% of individual operational holdings, covering 7.2 % of land area in the country. In a 

state like Kerala where the sex ratio is favourable and female literacy rate is comparatively 

high, the corresponding figures are 19.4% and 15.2%, which is not encouraging.  

However, the poverty eradication programme of the Government of Kerala (Kudumbashree) 

could bring in drastic changes in the sphere of farming. From 2008 Lease land farming under 

Kudumbashree programme gave thrust to food security rather than commercial cultivation. 

In 2009 the name of lease land farming was changed to collective farming. In collective 

farming, most of the groups take land on lease for cultivation on the lease rate negotiated by 

the Kudumbashree facilitators and Panchayath. In citation to the MIS data from 

Kudumbashree, 42549 groups are engaged in lease land farming covering an area up to 

46322 ha. About 2.45 lakh women have been benefited from the programme. Haque and Nair, 

2014 reported the success and efficiency of the lease farming operations of the Kudumbasree 

units and highlight the replicability of the model. 

Institutional model for lease land farming  

In lieu of the problems with supply and demand gap for land, an initiative should be taken to 

preserve the interest of those who are willing to farm and those who own the farm. Land Bank 

can be a formalized institution established for safeguarding the interests and rights of the 

lessors and lessee while ensuring the sustained supply of cultivable land for farming 

operations. At one end it will stabilize the demand for land by collective farming groups and 

at the other end it will ensure the depositor that the land is put only for farming activities by 

preserving soil characteristics and fertility. The land, in both private and public ownership 

can be brought under this arrangement. The Local Self Governments can play the facilitating 

role and can act as the guarantee for the agreement. 

Here land becomes a commodity which the depositor or the land owner deposits in the land 

bank for a stipulated time period, with specific instructions if he so desires. The agreement of 

lease in this case can be between the land owner and the institutional set up (Land bank). 

This land is then leased out for a specific time period to the stakeholders or collective farming 

groups (JLGs) on an agreement.(between Land bank  and lessee).The rate of rent   can be fixed 

by a committee considering the physical and infrastructural facilities ,on a region basis. The 

land bank should be institutionalized with representatives of LSGs, Development 

departments, representatives of lessors and lessees and Lead bank. There should be a forum 

for dispute resolution. (fig.1).However this system presupposes the legal backing for land 

leasing. Failure of the institutions to administer and respond to the land right demands can 

lead to conflict and can undermine societies’ productive and economic potential (Deininger, 

2005). 

 

Conclusions 

The tenancy laws in most Indian states have driven tenancy issues underground (Planning 

Commission, 2011), while the system continue to prevail in a concealed manner. The 

situation restricts the supply of land while preventing the chances of better agricultural 

activities and social and economic development of rural areas. The fear of loss of property 

rights, absence of clear lease conditions, concerns towards management and sustainability of 
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land resource and absence of dispute resolution arrangements prevents the land owner from 

leasing out .On the other hand a host of reasons restrict the farmer’s access to and operations 

in leased in farms. The lease conditions, limited supply, problems with availability of 

institutional credit and other benefits and insecurity problems are a few among these. The 

prevalence of tenancy among various types of farmers suggests the need to grant legally 

recognized status to tenancy, to protect the interest of both the lessor and lessee .Thus 

legalizing the system of lease farming is suggested in the larger societal interest of sustainable 

agricultural growth.  

The actual process of transaction may be facilitated at ground level by institutionalizing the 

arrangements through a Land Bank which ensure the wider objectives of the programme and 

interest of the stakeholders. 
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Fig 1. Land Bank- Institutional Model for lease farming 
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