THE EFFECTIVENESS OF FARM CORPQORATIONS IN IRAN
S. Thomas Stickley & Bahaoldin Najafi-

One of the consequences of land redistributicn pro-
grammes is, in many cases, the creation of small and econo-
mically inefficient holdings. This short-coming is even more
complicated by inheritance laws in most cultures, which re-
quire a further redistribution among heirs upon the farmers'
deaths. As a consequence, land fragmentation, inadequate in-
puts and low managerial ability, unless prevented by subse-
quent measures, predominate in countries which have carried
out land redistribution programmes.

Iran launched a land redistribution programme in 1962,
Soon after the redistribution of land, the government attemp-
ted to support the farmer—owners by providing extension edu-
cation programmes and cheap credit by establishing credit
co-operatives. In order to take advantage of economies of
scale, to increase total agricultural production, to increase
farmers' incomes and to solve the problem of land fragmenta-
tion, the government decided, in 1968, to persuade farmers
te form large-scale farms called ”farm corporations'.

The purpose of this study was to measure the effective-
ness of a sample of farm corporations in Iran. The effective-
ness of farm corporations was determined through the mea-
surement of changes which have taken place in: agricultural
preduction, farmers' incomes, income distribution, producti-
vity of resources and land fragmentation. In addition to
these economic aspects, some social aspects of farm corpora-
tions were studied.

Our methodology was to select a judgement sample  of
three of the 16 farm corporations - the Garmsar, Aryamehr



FARM CORPORATIONS IN IRAN 19

and Shahr-e-Kord Farm Corporations. In each farm corporation

a random sample of 35 farmers was interviewed by the authors

using an interview schedule. In addition, the executive mana-
ger of each farm corporation was interviewed to determine

the business situation of the farm corporation. The data

were coded, punched dn data storage cards and analyzed

through the computer centre of the American University of

Beirut.

Economic variables

Change in Farmers' Incomes. Farmers' mean incomes have
increased significantly* as a result of the formation of
farm corporations. A comparison of the mean average income
of the year before formation of farm corporations with that
of the year after, shows that farmgrs' incomes have nearly
doubled -~ from 29,464 to 53,671 Iranian rials {(Table 1).Like-
wise, on a man equivalent basis mean average incomes in-
creased significantly - from 42,971 to 54,766 Iranian rials
(Table 2).

Table 1. Iran: Change in farmers’' incomes as a result of formation of farm
corporations. {rials)

Year Mean income Standard Z
deviation

1968-69 (before) 29,464 15,462

1969-70 (after) 53,671 26,998 2.52»

*Z needed for significance at the 1 per cent level is 0.0059.

Change in distribution of income. The incomes of farmers
before joining farm corporations were not symmetrically dis-
tributed about the mean (the distribution was skewed). That
is, the majority had low incomes (arcund 20,000 - 40,000

* Statistically significant at the 1 per cent level.



20 TAHQIQAT-E EQTESADI

Table 2. Iran: Change in net farm income per man equivalent as a result
of formation of farm corporations. (rials)

Yaar - Mean net farm Standard Z
income/M.E, deviation

1968-69 (before) 42,971 3,541

1969-70 (after) 54,766 4,769 2.56*

*Z needed for significance at the 1 per cent level 1is 0.0052.

rials), and only a few had incomes in the higher income
ranges (above 40,000 rials).(Table 3)

Table 3. Iran: Distributlon of farmers' incomes before and after forma-
tion of farm corporations. (rials)

Famlily income Number of famililes
Before After
Under 20,000 18 3
20,000 - 29,999 22 35
30,000 - 39,999 23 2
40,000 - 49,999 19 12
50,000 - 59,999 16 17
60,000 - 69,999 5 2
70,000 - 79,999 1 4
80,000 - 89,999 0 13
90,000 - and over 0 17

In 1969-70 (Irgnian year 1349), the distribution of far-
mers' incomes had changed. The change was due mainly to a
significant difference among the distributed profits in the
three farm corperations studied. They vatied from a mean of
3,360 rials {plus a fixed wage of 22,000 rials a year)in the
Shahr-e-Kord Farm Corporation to a mean of 37,411 rials in
Garmsar and 70,636 rials in Aryamehr. Therefore, in spite of
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the increase in the level of farmers' incomes, an uneven
distribution of incomes still existed in farm corporations.

Change in total production of various erops. As a re-
sult of farm corporations, total production of various Crops
has increased substantially. In the three farm corporatiocns
studied, total production of wheat increased 4,897 tons per
year (7,137 tons in 1969, compared to 2,240 tons in 1968);
sugar beets, 3,430 tons; melons, 1,568 tons; potatoes, 994
tons; cotton, 596 tons; and barley, 234 tons. (Table 4)

Table 4. Iran: Change in total production of various CTops as a resulc of
the formation of farm corporations. (tons of product)

Crop Before After Change in production
Wheat 2,240 7,137 + 4,897
Sugarbeet 1,170 4,600 + 3,430
Melons 261 1,655 + 1,568
Potatoes 306 1,300 + 994
Cotton 160 756 + 596
Barley 254 488 + 234
Vetch 77 0 - 77

This large increase in total production of various crops
was not caused by organizing farm corporations only. Other
things also contributed to the increase such as an increase
in the cultivated area and an increase in productivity of
land as a result of using new inputs and new technology. The
cultivated areas for all crops, except barley and vetch were
increased. The increase in the cultivated area of wheat was
664 hectares; cotton, 246; melons, 125; potatoees, 105; and
sugarbeets, 60. In addition, 37 hectares were brought under
cultivation for opium production, 30 hectares for clover,and
ten hectares for alfalfa. The area under cultivation of vetch
and barley was decreased 14 and 98 hectares, respectively.
(Table 5)

Water was a scarce resource before the formation of the
farm corporations. In most years, due to a limitation of
water, a large amount of land was not cultivated. Three deep
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wells had been drilled in two out of the three farm corpora-
tions studied. The amount of water in the Aryamehr Farm Cor-
poration doubled. The Increase was from 500 to 650 litres
per second in Shahr-e-Kord and from 790 to 1,090 litres per
second 1in Garmsar.

Table 5. Iran: Change in land use as a result of formation of farm cor-
porations. (hectares)

Type of léhd used Before After Change 1n land use
Wheat 1,120 1,784 + 664
Cotton 178 424 + 246
Melouns 125 250 + 125
Potatoes 85 150 + 105
Sugarbeer 90 150 + 60
Opium 0 37 + 37
Clover 0 30 + 30
Alfalfa Q 10 + 10
Vetch 14 0 - 14
Barley 307 209 - G8

The main sourr= of water in the Garmsar Farm Corpora-
tion is the Garmsar River. The farmers were previocusly allo-
cated a certain amount of water each year, but they could
not secure their water shares due to a lack of bargaining
power. Most of the time their rights were viclated by those
who were upstream. As a result of the formation of a farm
corporation this problem was solved and water rights were
secured.

Change in productivity of land. To measure change in
the productivity of land the average yields of various crops
before and after the formation of farm corporations were cal-
culated. The average annual yield of sugarbeets increased
17,343 kilograms per hectare (more than doubled); melons,
4,532 (more than tripled); potatoes, 3,174 (nearly tripled);
wheat, 1,956 (nearly doubled); barley, 1,501(nearly tripled);
and cotton, B74 (four per cent increase). (Table 6)

The tremendous change in the average yield of crops is
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due to technology and intensive use of new inputs such as
fertilizer, insecticides, improved seeds and water.

Table 6. Iran: Change.in the average yields of various crops as result of
the formation of farm corporations. (kilograms per hectare)

Crop Bafore After Change in yield
Sugarbeet 13,323 30,666 + 17,343
Melons 2,090 6,622 + 4,532
Potatoes 1,868 5,042 + 3,174
Wheat 2,044 4,001 + 1,956
Barley 837 2,338 + 1,501
Cotton 1,726 1,800 + 874

Change in productivity of capital. Productivity of ca-
pital increased significantly as a result of the formation
of farm corporations. The mean average return to capital in-
creased from 27 per cent to 55 per cent.(Table 7)

Table 7. Ir@n: Change in per cent earning on capital as & result of the
formation of farm corporatiens.

Year Mean per cent Standard
earning on deviation Z
capltal
1968-69 (before) 27% 0.31
1969-70 (after) 55% 0.43 2.69%

*Z needed for significance at the 1 per cent level 1s 0.0047.

Lack of access to capital for developing water resour-
ces and for using new inputs such as fertilizer and pestici-
des, and lack of knowledge of modern farming techniques were
the main causes of low productivity of capital before forma-
tion of farm corporations. In the first year after formation
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of farm corporations, each farm corporation received a seven
million rial loan at one per cent interest. The borrowed ca-
pital was invested in the development of water resources,
land improvements, and purchasing new inputs such as machi-
nery, fertilizer and pesticides. The government provided ag-
ricultural technical experts to run the farm corporations.
Thus, with access to capital and technology, available re-
sources were used more efficiently and, as a result,the pro-
ductivity of capital increased significantly.

Change in productivity of labowr. The productivity of
labour has increased as a result of the formation of farm
corporations. The productivity of labour was measured in
terms of net farm income per man equivalent and net farm in-
come per productive man work unit (P.M.W.U.). The mean net
farm income per man equivalent increased from 42,971 rials
to 54,766 rials (Table 2) and the mean net farm income per
P.M.W.U. increased from 120 rials to 161 rials (Table 8).

Table &. Iran: Change ih net farm income per productive man work unit as a
result of the formation of farm corporations. (rials)

Year Mean net farm Standard
income/P.M.W.U. deviation Z

1968-69 (before) 120.12 46

1969-70 {after) 16G.86 57 5.55%

* Z needed for significance at 1 per cent level is 0.001.

Change in land fragmentation. Farm corporations were
successful in solving the problem of land fragmentation. The
number of fragments of land was reduced from 4,236 to 18 as
a result of formation of the three farm corporations studied
Inneritance is usually the main cause of fragmentation. How-
ever, in the farm corpecrations inheritance is not a problem.
In case of death of any shareholder,the land of the deceased
is managed by the corporation but the heirs enjoy the be-
nefits of that land in proportion to the number of shares
they have inherited.
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Farmers' awareness and attitudes

Farmers’' awarenese of the objectives of farm eorpora-
tions. The farmers' awareness and acceptance of the objec-—
tives of farm corporations is necessary for their success.,
This farm survey showed that only 70 per cent of the respon-
dents indicated knowledge of one or two objectives of the
farm corporation and ne member was fully aware of the most
important objectives as stated in the law of formation of
farm corporations.

Farmers' attitudes towards crops planted. The respon-
dents had favourable attitudes toward crop planning under
the farm corporations. The reason was that the Board of Di-
rectors did not substitute any traditional crop for new ones.
The only change was the addition of new crops to the tradi-
tional crops. The new crops added were opium, alfalfa and
clover,

Farmers' atiitudes towards farm corporations as  com-
pared to individual farming. The farmers were asked, "Do you
prefer to belong to a farm corporation or farm individually?"
Forty-three per cent answered that they prefer te farm indi-
vidually while 42 per cent said that they prefer to belong
to a farm corporation. Twelve per cent did not answer the
question and 3 per cent were indifferent.

The farmers were asked why they had that preference.
Among those who preferred individual farming (43 per cent}
24 per cent said it was because they had more freedom and
independence, 7 per cent said that they were better off when
they farmed individually, 5 per cént said that they had more
leisure time, 2 per cent said they worked harder and got
more profit and five per cent did not give any reason.

Among those who preferred farm corporations (42 per
cent), 21 per cent said that they had more access to capital,
7 per cent said that they expected to have more profit in

the farm corporation, 4 per cent said that, they had better
management, 2 per cent said that the government helped farm
corporations, 2 per cent said that the farm corporations had
provided enough wacter, 2 per cent said that it was too early
to judge, and nmo reason was givem by 4 per cent of the
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respondents.
Farmers' identification of problems facing farm corporations

Any change In the organization of production units
brings about some problems, The farmers were asked, '"What
are the problems facing your farm corporation at present"?
Twenty-one per cent of the respondents replied that land
evaluation was the biggest problem. This issue was raised
only in the Shahr-e-Kord Farm Corporation. Four per cent
said that managers were neither polite nor well informed.
Four per cent said that they did not have enocugh money for
buying necessary things for consumption. Three per cent said
that some of the other farmer-members did not work hard in
farm corporations.

Some problems were associated with the wage system.
Three per cent of the farmers said that the wages were low
compared to the average wage in the area. One per cent com-
plained that eome members worked outside the farm corpora-
tions and got higher wages and received the same profit as
those who were working in farm corporations. Four per cent
complained that wages were different and not paid according
to work done.

Nine per cent of the farmers said that the managers did
not pay attention to their views. Three per cent complained
that they were charged for grazing their livestock.

Because the survey was conducted before the distribu-
tion of profits, some farmers were not sure that the farm
corporations would make profit at the end of the year and
some of them were not sure that the profit would be distri-
buted among the members. This accounts for the 2 per cent
who said that the problem was that profits had not been dis-
tributed. Forty-one per cent of the respondants said that
they did not have any problem or they could not think of any
problem at the time of the interview. Five per cent did not
know.

There was a general feeling among the farmers that the
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Board of Directors is strongly influenced by the executive
manager who was a government employee. They felt that major
decisions come from the Land Reform Department and as a re-
sult they did not consider the Board of Directors as a rep-
resentative body which could solve their problems.

The farmers were asked, "Who do you think is responsi-
ble for solving these problems"? Forty-three per cent said
that the government could solve these problems, 8 per cent
said that the Board of Directors and only cne per cent said
that the farmers themselves could solve these problems. The
rest of the respondents were those who gave 'no preblem' or
"do not know' answers to this questionm.

Implications of the study

On the basis of the results of the study, we can con-
clude that farm corporations have been successful in solving
the problems of land fragmentation. Total production of wva-
rious crops, productivity of land, labour and capital and
farmers' incomes have been increased. Therefore, most of the
economic goals as stated in the law of establishment of farm
corporations have been achieved in the first year after the
formation of farm corporations.

Regarding social goals, farm corporations have been
less successful. Some members of farm corporations still do
not lia¥e favourable attitudes towards group work and work in
farm corporations. It should be noted that farmers are tra-
ditionally individualistic and, in order to change the far-
mers' attitudes, more time is needed.

Land reform has become a major policy issue in economi-
cally underdeveloped areas. The enactment of a land policy
law, particularly radical land reform and the distribution
of land among landless peasants, is comparatively easier than
its effective implementation. It is the experience of seve-
ral countries that redistribution of land ownership by it-
self cannot solve the problem of farmers' poverty and cannot
increase agricultural production. Small holdings and uneco-
nomic units of production which are created by redistribu-
tion of land probably cannot serve the geals of agricultural
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economic development.

In order to take advantage of economics of scale, seve-
ral alternatives such as collective farms in Russia and Is-
rael, communal farms (Ejido) in Mexico, and farm corpora-
tions in Irgn, are open to economically underdeveloped coun-
tries. There are some similarities and some differences
among various forms of large scale farms. The main similari-
ty is that all farmers work under the supervision of a  ma-
nagement committee and daily work is organized and, to some
extent, the general plan of the farms is prepared by the
elected committee. In varying degrees and forms they are
supported by the government or other outside agencies espe-
cially at the initial stages of development.

The main difference among the forms mentioned is in the
form of payment and distribution of profits. In the collec-
tive farms of Russia payment is made and profits are distri-
buted according to the labour contribution of members.In the
Israeli kibbutz, payment is made on the basis of family
needs. In the Iranian farm corporations members receive wa-
ges according to their labour contribution and profit on the
basis of the amount of their shares.

The choice of an alternative depends mainly upon the
pelitical, svcial and economic structure of the country. It
is worthwhile for land reform planners in countries which
have or plan to carry out a land redistribution programme,
to study various alternative solutions to the problem of
land fragmentation and choose one which is most compatible
to their social and economic conditions.
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