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ABSTRACT

The long term development of Vietnamese agricaltdepends on the efficient and
effective use of land. In Vietnam, farmlands opedatormerly by communes were redistributed
among their members in the 1980s under Doimoi Roliand and related policies have direct
effects on the livelihood of rural populations thgh influences on land tenure, farm size,
fragmentation of land holdings, land use, and laretit markets. The average farm size in Red
River Delta ranges from 0.2 ha to 0.3 ha per haalsedind the plots of cultivated land are scattered
over an average of 6 places. For the near futoog| €rops and rice are still the dominant crops but
changes in land use are undoubtedly occurring. pafitability cash crops have been abandoned in
favor of crops offering higher returns such as ibattural crops. This paper aims to clarify the
current land tenure systems, including the pattédand holding and the existing tenancy contracts
of the farm households, and to investigate themeckanges in land use systems for agricultural
production. Data were collected by a questionnsineey, conducted in February 2008 in Da Ton
Commune, Gia Lam District, Hanoi. It was found thhbut 75% of households had farm land area
of under 0.36 ha, and the total number of landsptdtthe 35 households investigated was 204, of
which 70% were smaller than 0.09 ha in size. Thimmune experienced drastic changes in land
use patterns and recently there emerged tenantsactsr More than 70% of contracts were for fruit
land. It was considered that tenancy contracts wélhgenced not only by economic factors but also
by social factors.
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INTRODUCTION

Agricultural development, through land reform, fteological innovation and market
development, has been recognized as importanteidefreloping countries. Agricultural production
in tropical countries like Vietham basically depsrsh the use of endowed fertile land resources.
Even though land is physically a limited resouiit® productivity can be increased through various
technological innovations.

With some 70 percent of the population still ligiin rural areas, the issues of land
consolidation, flexibility of land use, the role t&fchnical change and the impacts of policies edlat
to taxes and credit are all important. Land fragtawon, in which a farm household operates more
than two separate blocks of land, is a signifiéastie in Viethamese agriculture, especially in Nort
Vietnam. In Vietnam, there are about 75 milliondis of land (Sally et al, 2006), with an average
of seven to eight blocks per farm household. Suagnfientation can be seen to have both negative
and positive aspects for farm households and themamity generally. Farmers conducted the
transactions of farmland for the needs of the fgnfdr land accumulation, and for expansion of
agricultural production. The standard farmland araages between 0.1-0.15ha per adult and
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0.08-0.1ha per child under 16 years old and elder 60 years old (Vo, 2001). The average farm
size in Red River Delta ranges from 0.2 ha to @®é&r household and the blocks of cultivated land
are scattered over many places, resulting in ditiies in farm management (Nguyen, 2003).
Therefore, these small blocks should be consolilat® one or two larger blocks. Farmers do not
sell land and land lease is generally conductecurghtal contract management. For farmers who
intend to expand their farm size, it is necessamgcguire other farmlands through tenancy.

Moreover, with high economic and population growthe dietary patterns in the
developing countries are rapidly changing. In g#a located near growth centers, land and labor
have been subjected to competition from the norcaljural sectors, while villages relatively far
from the centers have shown agricultural diveratfn in response to expanding market demands.
Demand for food is diversifying in favor of animptoducts, fruit and vegetables (World Bank,
2005). The farmers have shown a clear trend thdewhaintaining or reducing rice cultivation,
they have increased planting of horticultural crgqpeh as fruit and vegetable. These complex
problems require better understanding of the ptestatus and recent changes of land tenure.

Based on the data collected from surveys, thisepaims to clarify the current land
tenure systems, including the pattern of land Imgdind the existing tenancy contracts of the farm
respondents, and to investigate the recent changks land use system for agricultural production.
A guestionnaire survey was conducted in Februafg20 Da Ton commune, covering a total of 35
farmers with a population of 163 people. Sincallmone of the major factors of production in
agriculture, the institution of land tenure affettts organization and probably the efficiency ahfa
production. In this study area, not only small fasipe but also fragmented plots were the main
characteristics of land resources.

ECONOMICS OF LAND TENURE AND LAND RENT
Land tenure

There are different systems of land tenure in gieg countries but in any particular
country or region one system is typically commoendncy contracts and ownership (private,
community public) have their relative merits ungwrticular conditions. Land tenure systems
affect farm management efficiency in terms of resewallocation and productivity. The efficiency
of resource allocation considered here is theieffiy of combination of production factors valued
in monetary terms, relative to the income produbgdthem. To attain optimum allocation of
resources within the farm, resources must be sdage that the value of the marginal product is
equal to the marginal cost of the factor, and tlaegimal cost of the factor must be equal to itseri
(Johnson, 1950). Traditionally, research into #weutial effects on resource allocation has taken th
form of a comparison of the performance among owsmaration, fixed-rent tenancy and share
tenancy. Fixed-rent tenancy is regarded as haviagsame effect as owner operation on resource
allocation because rent under this tenancy forfixésl at a certain level and therefore is regaraed
a fixed cost which does not affect the marginat odproduction at all. The share tenant must pay a
fixed proportion of the produce as his rent andstfarces the marginal value product curve to be
lower than that of owner operation and fixed-remancy.

Land rent

“Rent” refers to contract rent or the actual pagtminants make for the use of land
owned by others. The classical theory of rent aereid this as a surplus or a consequence of the
differences in the costs of production on farmswés considered that the poorest quality land
produced a zero rent, since its output was exhdustethe cost of production, while more fertile
land produced rent as a residual surplus of thputdéss the cost of production (Ricardo, 1911).
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Modern economic analysis advanced by the conceptasfjinal product brought the theory of rent
into a new dimension. Clark and Haswell (1970) ¢atied three factors as determinants of rent in
subsistence agriculture. The most important ofdieshe marginal productivity of land. The others
are population density and non monetary value nél lawnership. Now, the general trend is to
regard rent as determined mainly by the marginadipctivity of land. Rent is equal to the marginal
productivity of land in equilibrium and the rentalel will be equal to the value of the marginal
product of land in a competitive market. There hheen some cases where the rental levels are
often far below the marginal products of land. Tdiierence was due to two points: the existence
of side contract payments such as free labor aadptior quality of rented land whose average
productivity was lower than owner operated landerEhexists a considerable variation in the actual
rental levels among fixed- rent tenancy agreememtn in the same village because the rental
variation seems to be the practice of mutual aivéen kin-based relatives in landlord- tenant
relations.

LAND TENURE AND LAND USE SYSTEMS IN VIETNAM
Land policies in Vietham

The Socialist Republic of Vietnam has a total laama of 331,000 ki of which
approximately 22% is used for agricultural purposdth about 100 million land parcels (World
Bank, 2005) in the whole country. Before indepemdeim 1945, agricultural land was divided into
two categories: communal and private land. Theneweo main classes concerning the ownership
of land in the rural area: landlords and tenanke Bndlord class accounted for only two percent of
the whole population but occupied more than halfthed total land area, while 59% of farm
households were landless and so became tenanite déridlord class (Nguyen, 1995). After the
Second World War ended in 1945, the new governmgtite Democratic Republic of Vietnam was
established. The new government promulgated a deaxfreeduction of land rents, the abolition of
supplementary rents and postponing debts for tendifie target was to nationalize the land of the
Vietnamese and French landlords and to redistriliute peasants who had little or no land, using
the slogan “land for ploughmen”. As a result, abmguarter of the land was redistributed to farmers
on a more or less equal basis, benefiting about @B¥%e North’s rural population. It came to be
that agricultural land could not be sold and renbed was provided without payment to farmers for
them to earn their living.

In 1959, the second Constitution of Vietham wagraped in which three types of land
ownership were recognized: state property, collecproperty and individual property. In 1960,
with the collectivization of agricultural land, th&tate enterprises of agricultural and farming
cooperative units were established. In 1971, pelyadwned land was brought back into collective
ownership by voluntary surrender of the farmers.

In 1980, the third Constitution aimed to establsmational economy based on two
components: state enterprise sector and coopenatite. The Constitution abolished private and
collective ownership of land and vested all landhia ownership of the State but left the right of
land use for the land users who were actually ushey land (Nakachi, 2001). In 1982, the
government introduced the land allocation policgé@peratives and individuals for their stable and
long-term use. The cooperative was authorized padlocate land to households by contractual
systems. In 1986, Vietnam adopted an economicefoocess as a part of the “doi moi” policy of
renovation, leading to the gradual move from aredimed economy to a market one.

In 1988, the Communist Party of Vietham adoptegw direction, known as Resolution

No.10, with the aim of renovating the country’siagitural production systems. Under this new
system, farmers were assigned farmland for longhtese from 10 to 15 years and had the
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ownership rights over all products originating frahme land after subtracting taxes and other
commissions to the board of cooperatives but neinigathe right to transfer the land use. Farmland
was classified into three types and was assignefrta household by each category. The first
farmland was distributed equally to each farm hbokk on the basis of number of persons, the
second farmland was given to households which hadgh labor, experience and capital to operate
extra land, and 5% of the land area was a smatlgiltand to use for growing vegetables or pig
raising. The first farmland was distributed to #mgicultural population. People who served in the
army were also classified as being a part of threcalgural population. People who retired and did
not receive a monthly pension but only a lump s@ynpent were allocated with 50% and prisoners
with 70% compared with ordinary farmers. Farmerd teapay more for second farmland including
management fees and other contributions. In facthany localities, farmers were allocated land
equally because land was scarce and farmers denhathdé they be allocated land equally.
Therefore, each farm household had all of the kisfdand and they had to pay more for a part of
their total land. The Land Law stipulated that larsgrs had the right to sell the results of labat a
investment on that land. The household was coreider unit of self-economy in agricultural
production. In 1989, the state policy to move latidcation from cooperatives to individuals and
households was carried out.

In 1992, the Fourth Constitution stipulated treatd be a property of the entire people,
and the state allocated land to organizationsyiddals, and households for their stable and long
term use, and provided for the transfer of land riggats by the land users. In 1993, the National
Assembly approved a new Land Law or"13uly valid from 18 October. Based on the 1993
Land Law, the State of Vietnam issued many lawdinances, and decrees to put land policies into
implementation in the following five years (Nakack901).

Land reform after “doi moi”

During the “doi moi” period, a series of policiand laws in the agricultural sector were
implemented. The most important policies were thad_Law (1993) and its revised versions (1998,
2001), the new Land Law (2003) and Ordinances 6410B3) and 02/CP (1994) of the government,
dealing with the regulations on agricultural andek&iry land allocation (Nguyen, 2003). There
were also other policies that were directly relatethnd issues as well as supportive policies.

Under the 1993 Land Law, farmers were allocateti \@ind for long- term and stable use,
and were granted five rights of land use: the sgbit transfer, exchange, lease, inheritance and
mortgage (Nakachi, 2001). The duration of landation was 20 years for land used for annual
crops and aquaculture, and 50 years for land usegédrennial crops. The allocation could be
renewed at the end of the period if the holdel Iséitl a need for the land. The Land Law also put
ceilings on land areas to be allocated to farm @oolsls. This limit was 2 ha for annual cropland
in the northern and central provinces and 3 h&énsbuthern provinces. For perennial cropland the
limit was 10 ha in communes with flat fields and B8 in midland or mountainous communes
(Ministry of Agriculture and Rural Development, Z00

Following the land allocation, agricultural landeutitles were issued to farm households.
By 1998 land use certificates had been issued % @flfarm households and by the end of 2000,
more than 90% (Do, 2003). For forestry land inamgl and mountainous areas, where many
traditional and cultural issues complicated lanidcation, the certification process took a longer
time, and actually the issuing of land use cedifs is still continuing (Otsuka, 2007).

In 2001, further revisions to the 1993 Land Lawutted in farmers being assigned the

right to transfer their land to relatives, friends others. The revisions also set out the
circumstances for allowing land related changespandedures for registration of changes. A new
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Land Law, replacing the 1993 Land Law and its revis, was enacted in December 2003 and has
been in effect since July 2004. For agricultueald there were no changes in the new law in the
duration of land allocation and land area ceilindgswever, significantly, for the first time land wa
officially recognized as being a special good, hgva value and hence able to be traded (Sally,
2006). The law confirmed that agricultural land veasignificant internal force and capital of the
state, and acknowledged that the real estate mad®to be encouraged in urban areas. Individual
farmers and economic organizations were allowgghtticipate in the market.

Land policy changes in Vietham since 1981 weregaized as contributing significantly
to production increases and development in thecaljpral and rural sectors (Cho, 2001). Total
agricultural output increased by 6.7% annually migithe period 1994-99 and about 4.6% during the
period 2000-03. Food security at the national levas no longer an issue and poverty continuously
decreased. But many challenges still exist forcajure in Vietnam, such as falling agricultural
product prices, increasing competition as Vietnategrates with the global economy through the
ASEAN Free Trade Agreement (AFTA) and the WTO, anslowdown of agricultural production
growth rates. Moreover, farmers in Vietnam are likeo remain relatively poor and a high
proportion of the population will continue to bevatved in agriculture and live in rural areas. §hi
will lead to heavy pressure on the rural sectoth&iconsequent need for continued policy reforms
(Sally, 2006).

Considerable pressure is being exerted on thergment in relation to the completion of
the allocation, registration of land use right, atud issues related to compensation and the
desirability of stable and long term tenure. Th&anment has given land use right to farmers in
order to encourage the use of land as if it weeg tirivate property, but the state maintains atien
ownership of the land.

CHARACTERISTICS OF THE STUDY AREA AND FARMERS STUDI ED

Hanoi is the capital of Vietham and is locatedtlom right bank of the Red River. Present
day Hanoi comprises seven inner districts and fuburban districts, which provide the main
source of food to the capital. Gia Lam is one efshburban districts where new factories, industria
and export processing zones are being establishedstudy area, Da Ton is a commune in Gia
Lam district, located 10 km from the center of HiandThe climate in Gia Lam district is favorable
to agricultural production, especially for produgirice, vegetables, and fruits.

The total land area of Da Ton commune is about®6®a, of which agricultural land,
specialized land, residential land, and forest lamhstitute 68.4%, 22.5%, 9% and 0.01%
respectively. Fallow area is 0.06%. Da Ton commar@dpulation was 11,039 in 2007. The
population growth rate in Da Ton commune is culyeaibout 1.65% (2007). Recently, the number
of workers has increased from 5,035 (2005) to 5,8ddple (2007), but agricultural employment
has not increased much, from 3,672 (2005) to 3g&tdle (2007). In Da Ton commune, the share
of the agricultural labor force is still high, aidt®.7%. The industry and service sectors, develope
in the cities, were unable to absorb the increasapr force, which had to be shifted from
agriculture to non-agricultural activities. Non-ggiitural activities are largely conducted as at par
of the household economy. With the exception aha $pecialized households, most households are
involved in small-scale trading, handicrafts, smaltustries or selling labor force. Many
households have some members working in cities theroregions, who contribute to the
household’s income. This tendency influences aditical production, especially agricultural land
use. So, the main reason that Da Ton commune &@sted for the study is that land use change
in this suburban commune has been occurring, \wg¢happearance of a more active tenancy market
in rice land, upland and fruit land.
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For the purpose of this research a “farm houséholts defined on the basis of three
criteria: household members shared the same fubddget, household members ate meals together,
and household members were related by blood oriaggarr The studied households were chosen
because they had a typical farm size in the vilkagg the same land and irrigation conditions.

Table 1 shows some basic characteristics of Da dmnmune and farm households
studied. In this commune there were 1,796 farm élboisls with a total population of 11,039 people.
Average family size was 4.42 persons, indicatireg thost children were staying with their parents
in this suburban community and the average numbfmaily laborers was 2.14. Da Ton commune
was still mainly agricultural in that half of theotisehold income was derived from agricultural
sources.

In general, rice occupied the largest area foltbwe fruit land, corn and beans. Although
rice was the most important crop, the area of fantl has been rapidly increasing.

Table 1.General characteristics of Da Ton commune andHarrseholds studied

Da Ton commune Under Study

Total population 11,039 163
Number of farm households 1,796 35
Average family size (persons) 442 4.66
Agricultural workers 3,832 42
Average no. of workers per household 214 246
Agricultural income (%) 56.15 47.6

Source: Communal Statistical Office of Da Ton (3@0#! field survey (2008)

LAND TENURE SYSTEMS IN THE STUDY AREA
Land Ownership

Land ownership carries important sociopoliticalveell as economic implications in an
agricultural society. As shown in Table 2, agriatéd land resources of farmers interviewed could
be divided into rice land, upland and fruit land.tfe total 7.85 ha of owned land, 76.7% were rice
land, while 14.4% were more or less permanentlweded from rice fields to upland for growing
vegetables. Total area operated was 9.13 ha imgudce land, upland and fruit land with the
average being a mere 0.26 ha per household. Shecedllective farm managed by the former
commune was equally divided and distributed ambegcommune members in 1989, there were no
differences in land area owned on a per family mambasis. Differences in land area by
household necessarily reflected different famizesbased on the Resolution No.10 of Land Law in
1988. It is also noted that some cases of tenadagg emerged in recent years, especially after
fruit production became popular.

As a result, there were some farmers who opematadher area than they actually owned
(Table 3). Consequently the number of households more than 0.36 ha increased. Small
farmers (less than 0.18 ha in size) said that théyot want to increase their land area becawsg th
needed land only for their self- sufficiency ineiproduction. Almost all small farmers were
young and emigrating to cities or industrial arasearch of off-farm jobs for higher income. The
medium size households (HH) (from 0.18 to 0.36 rharea) tended to expand their land area to
promote economic production.
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Table 2. Land resources of the farm households studigd (ha

Owned operated Rented-in Rented-out Operated

No. Total No. Total No. Total No. Total

HH area HH area HH area HH area
Rice land 35 6.02 1 0.05 2 0.15 35 6.07
Upland 24 113 1 0.04 4 0.11 24 1.16
Fruit land 10 0.70 6 121 13 0.75 13 1.90
Total 35 7.84 7 1.29 16 101 35 9.13
Averageffarm 0.22 0.04 0.03 0.26

Source: Survey, 2008.

Table 3.Frequency distribution of households by sizerafifand area owned and operated (households).

Farm size ( ha) Owned Operated
Lessthan 0.18 10 10
From 0.18 t0 0.36 16 13
More than 0.36 9 12
Total 35 35

Source: Survey, 2008

Also based on the Resolution No.10 of the Land ia@988, it must be mentioned that
the former communal farm was first broadly dividatb a number of blocks according to land and
water conditions, each of which was then equallyddid among the commune members. In this
way, true equality was pursued in land distributvaith respect not only to the extent of land area
but also the quality of land. Therefore, each kbotd came to possess a number of plots under

severe fragmentation.

Table 4 indicates that the average plot size(5 Ga and each household possessed 5.8
plots. In other words, the farm households studieded, on the average, a total of 5.8 plots of 0.05
ha each at 6 different locations in the commune.dvkre than 70 % of plots had an area from 0.02
to 0.18 ha, constituting 65% of total area, andghaportion of plots having an area over 0.18 ha
was only 3%. Generally, not only small farm sizet lalso fragmented plots were the main
characteristics of land resources in the study.ard@he similar finding of small farm size and
severe fragmentation was also reported in anotbernwne in Hanoi (Fujimoto and Kitajima,

2003).

Land Tenure System

In terms of tenurial status, there were 12 owaemérs, 16 landlord-owner farmers (who
cultivated their own land and also rented-out pErtheir holding) and 7 owner-tenants (who
cultivated their own land as well as rented-in sdéamel from other farmers). As shown in Table 5,
there did not exist pure landlords in the studyaend the average area of operated land was a mere
0.26 ha per household. Farmers cultivated a witéd.13 ha of land, of which owner farmers
owned 27.4%, while owner-tenants cultivated 38.1% andlord-owner farmers cultivated 34.5%
of the total. Landlord-owner farmers occupied 4h&6of the total 8.89 ha, about 46.8% of total area
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but the owner-tenant farmers operated a larger, 8rbaha per household compared with only about
0.18 per household for other farmers.

There were a total of 38 tenancy contracts in ihege as of February 2008, among which
12 tenancy contracts were for rent-in and 26 fot-cait. By type of land, only one contract was
for rice land, one for upland and 10 for fruit laimdthe case of rent-in contracts. Corresponding
figures for rent-out contracts were three, five d8d respectively. Table 6 shows the nature and
characteristics of tenancy contracts. It is sdet fixed rent tenancy predominated. Average
period of contract was one, two and 5.6 yearsit-irerice land, upland and fruit land, the longest
period being 12 years for fruit land. In the caeent-out land, the average period of contract wa
2.3, 2.2 and 3.9 years for rice land, upland auod fand, the longest being nine years for fruitda
They were mostly verbal contracts in the casea# land and upland, while more than 70% of fruit
land contracts were in a written form. As to plateesidence of landlords and tenants, in the case
of rice land and upland, most landlords (tenargs)ded inside the village, while only 60% of fruit
landlords (tenants) did so.

Table 4. Frequency distribution of plots by size.

Size (ha) No. of Plots Total area Average size per plot
% (ha) % (ha)
Less than 0.02 33 16.18 0.43 4.26 0.013
0.02 to under 0.04 75 36.76 2.27 22.38 0.030
0.04 to under 0.09 73 35.78 4.27 42.08 0.058
0.09 to under 0.18 17 833 1.95 19.22 0.115
>=0.18 6 294 122 12.07 0.204
Total 204 100 10.14 100 0.050

Source: Survey, 2008.

Table 5. Number of households and area (ha) accordiagddénure status.

o oo ol gy T g, e o op
Owner farmers 12 343 251 282 251 274 0.21 0.08
Landlord-owner farmers 16~ 45.7 4.16 46.7 315 345 0.20 0.12
Owner-tenants 7 20.0 2.23 25.0 348 381 0.50 0.09
Total 35 100 8.89 100 9.13 100 0.26

Source: Survey, 2008.

In terms of landlord-tenant relations, one contragice land, two in upland in the case of
rent-in and one contract in rice land, one in ugland five in fruit land in the case of rent-outreve
established between distant relatives. One conimaeint-in upland and fruit land, one in rice land
two in upland and five in fruit land in the casereft-out contract were established between close
relatives. The remaining contracts were establiftedeen non-relatives.
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Table 6.Distribution of rented-in and rented-out lanchia $tudy area.

Rented-in Rented-out

Rice land Upland  Fruitland Riceland Upland Fruit land
No. of contracts 1 1 10 3 5 18
Z)Obtg'laar‘lrg"z‘hg rentedin 05 0.04 121 0.15 011 0.75
Form of tenancy
Fixed- rent 0 1 10 17
Rent free 0 0
Other 0 0 0 0 0 1
Contract period
2 years 0 0 2 1 1 3
5years 0 0 4 0 1 9
10 years 0 0 4 0 2 5
Not clear 1 1 0 2 1 1
Form of contract
Verbal 1 1 3 7
Written 0 0 6 0 2 10
Rented in (out) period (years)
Average 10 20 5.6 23 22 39
Min 0 0 3 1 1 2
Max 0 0 12 9
Place of landlord (tenant) residence
Inside the commune 1 0 4 2 11
Outside the commune 0 1 6 1 2 7
Relation to tenant (landlord) farmers
Close relatives 0 1 5
Distant relatives 1 5
Non-relatives 0 0 7 1 2
Form of payment
Cash 0 1 8 0 4 18
Kind (cash equivalent) 0 0 2 1 0 0
None 1 0 0 2 1 0

Source: Survey, 2008.

Forms of rental payment were in cash in most cd&@gnent in kind (cash equivalent) was
observed in one rent-in fruit land contract and teot-out fruit land contracts. The tenancy form
and amount of payment in this village are presetmedable 7. There were three main types of
tenancy contracts: cash, kind (cash equivalent)rantifree. Rent-free agreement was literally an
agreement where no rent, either in cash or kind paid to the landlord. This form of tenancy
accounting for one contract of rent-in and threetiaets of rent-out were found between very close
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relatives and mostly for rice land. Through intews, it became clear that those aged landlords,
either retired or active with other employmentpad their relatives to work on their land without
payment of rent on the understanding that theivelstvould take good care of their land.

Among 26 cash payment contracts in fruit land olesetin village, the highest rental was
16,667 thousand VND per ha, followed by a casex248 thousand VND, while the lowest was
11,111 thousand VND per ha per year. There wde lilifference between the average rental of
rent-in and rent-out fruit land contracts. In these of upland, there was no difference between
rental of rent-in and rent- out contracts.

Payment in kind was practiced only by two rentrintfland contracts and one rent-out rice
land contract. This was a contract where a fixedwmh of unhusked rice was paid as rent. But the
tenants did not pay by unhusked rice; they paidaish equivalent to the value of unhusked rice at
the time they paid. In fruit land, the average aémtas 3,958 kg of unhusked rice per ha per yéar, a
the time of survey; the price of unhusked rice ®a& thousand VND/ kg. And for rice land, the
average rental was 1,111 kg of unhusked rice p@ehaeason, or 2,222 kg per ha per year with the
price of unhusked rice being 3.7 thousand VND per k

Table 7. Form and amount of rental (per ha Ygiartenancy systems.

Rent-in Rent- out
Rent free 1 0 0 2 1 0
No. of plots 0 1 8 0 4 18
Cash Highest ( thousand VND) 0 0 16,667 0 11,111 15,278
(per ha) Lowest (thousand VND) 0 0 13,889 0 9,722 11,111
Average (thousand VND) 0 11,111 15104 0 10,833 ,7083
No. of plots 0 0 2 1 0 0
Kind Highest (kg hayear’) 0 0 4,028 0 0 0
(cash Lowest (kg hdyear") 0 0 3,889 0 0 0
equivalen)) - ayerage (kg Hyear) 0 0 3958 2222 0 0
Average (thousand VND) 0 0 14861 8,000 0 0

Source: Survey, 2008.

It is necessary to discuss factors responsibléhidandlords’ decisions to rent out their
land. As is seen from Table 8, in view of the afdandlords and the frequency of kinship ties
involved in tenancy relations, it is not at all pising to see that two reasons, help relative 6@
and old age or retirement (30.8%), were most fratiyementioned. An additional 26.9% were
because of excess land over family need. Distancéhe field and too small plot size were
responsible for 26.9% each. Off-farm employmenttted landowners and the lack of time for
farming were responsible for as much as 23.1% taf twontracts. Only 3.8% of tenancy contracts
were established to meet the landlord’s need &uma of money.
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Table 8.Reasons for renting out land by 16 landlords

Reasons No. %
Help relatives 9 34.6
Old age/ retire 8 30.8
Need money 1 38
Land located too far away 7 26.9
Lack of time 6 231
Excess land over family needs 7 26.9
Too small 7 26.9
Total tenancy contracts 26
(Multiple answers)

Source: Survey, 2008.

Rent function

One important issue in land tenure study is theerd@hation of rental levels. Thus,
analysis of rental determination will provide aretlview of the nature of landlord-tenant relations
among the farmers. This is attempted by the estmaif a rent function. A total of 19 landlords and
tenants were interviewed with 28 contracts in ftaitd (citrus cultivation), which formed the basis
for the estimation of the rent function.

The earlier discussion of tenancy relations suggketie importance of social factors such
as kinship ties in landlord-tenant relations. Undecially oriented tenancy relations, the relative
bargaining powers of both landlord and tenant may p very small role. The final model used for
the estimation of rent function is as follow:

R =a + BX1+ X, + X3 +hXs+bsXs

R is the average rent per ha per year for fruitl lsemancy contract, expressed in thousand VND.

X1: the area of rented land (ha)

X,: total years rented (year)

X3: output value (million VND/ha/year)

X4 a dummy variable for the existence of kinshipstia landlord-tenant relations; 0 for
relatives (including distant relatives) and 1 ion-relatives

Xs: a dummy variable of tenant residence, 1 for tetiaimg inside the village and O for outside
the village

Because of the fragmentation of agricultural laedpecially in the north of Vietnam,
making the farm size larger means renting morespédtland, causing production cost to rise.
Moreover, in order to expand their fruit land ascimwas possible, the tenants also accepted a
somewhat higher rent level.

Total years rented is an important factor in red&tkermination. Land for fruit needs a long
time to become economically productive. Rice oretefjle can be harvested two or three times per
year but fruit trees take at least one year fortsimaturing fruit or even three or four years ir th
case of perennial fruit. Therefore, the longerréal period, the more expensive the rent would be
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The output value is an economic variable in deteimgi rental rate. Citrus land that is most
fertile, the most easily worked and the closeghtomarket would make the lowest cost and highest
output. It is expected that the higher the outf@lti®, the higher the rental.

With regard to social considerations in rental dateation, it is possible that kinship based
tenants may be in a better position than otherwidee landlord who was a tenant’s relative
(including distant relatives) was expected to mtieerental cheaper than for non-relatives. Beside
the kinship ties in landlord-tenant relations, teeant residence was also important in deciding the
rental level. Tenants living inside the same vidlagay have expected a higher rental compared with
tenants living outside the village because theyshyeof negotiating the rental when they know each
other well. Results of the estimation are preskmieTable 9. Regression coefficients for the area
of rented land and total years rented are stai$tisignificant at the 10% level. This means that
the larger the land area rented the higher thekesd expected. The results suggest that ifathe |
area under contract was larger by one ha the remtald increase by roughly 5.5 million VND per
ha. The longer the period rented, the higher théatger ha. Average period of contract was 5.6
years in rent-in and about 4 years in rent-out filarid, the longest period of rent-in contract gein
12 years. Landlords may want to rent-out on atstmntract for the purpose of easily changing the
rental under the market price (usually increasth@i collecting their land back. However, fruit
production is different from annual crops in thatvould take a certain period to attain economic
efficiency. In this case, the production cyclecdfus is longer than that of annual crops and the
level of production depends on the age of the tre&o the tenants want to rent-in land on a
long-term contract and accept higher rental paynfentheir stable production. Therefore, the
longer the period rented, the longer the fruit pettbn, leading to a higher net return to land.

Table 9. Fruit land rent function estimates

Reg. coeff. tvalue
Constant 10,864.66 16.62
Area of rented land (ha) 5,513.87 * 1.67
Total years rented (years) 137.83 * 173
Output (million VND per ha per year) 14.34 * 2.30
Kinship (dummy) 800.33 o 2.79
Tenant residence (dummy) 59.40 0.26
N 28
R square 0.85
F value 24.15

* Significant at the 10% probability level.
** Significant at the 5% probability level.
Source: Survey, 2008.

A regression coefficient for output value is sfgraEint statistically at the conventional 5%
probability level and has the expected signs. Restithe estimation suggest that if the output pe
one hectare of land under contract increased 1omiW¥ND per year, the rental would increase 14
thousand VND per ha. Compared with the output ejathis value is rather small but it is still
significant in the determination of rental levelA regression coefficient for kinship ties is also
significant statistically at the conventional 5%olpability level. The kinship variable appeared to
have a strong relationship to rental levels. Thgassion coefficient indicated that the existente o
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kinship ties in landlord-tenant relations tendedawer the level of rent. The magnitude of the
estimated regression coefficient suggests thagxigence of kinship ties reduces the rental leyel
800 thousand VND from the mean rental of 14 milldND per ha on the average. In contrast,
regression coefficient for the place of tenant desce is statistically not significant at the
conventional 10% level.

A question arises as to the determination of ftdntaelation to net return to fruit land.

Table 10 shows that the net return to fruit land wbout 25.5 million VND per ha per year, while
the average rental was 14.2 million VND per hayer. So, it can be said that the rental of fruit
land was lower than its contribution to the valddrait production. The average rental was only
55% of net return to land (Fig. 1), encouragingrfars to rent in more land. The value of fruit
production was higher than the rent because of tigghand in the domestic market. As Viethamese
income increased, consumers shifted toward highality items such as fruits and vegetables. The
price of fruit has been increasing while the lesfeland rent has not changed so much.

30
- 14.19

10
5 -
0O T

Averagerental Net return to
land

Fig. 1. Comparison of average rental, net return to lamilioh VND hectaré year™)

Table 10. Net return to fruit land (Thousand VND Saear™)

Cost Thousand VND

Variable cost (a) 3632.78
Fixed cost (b) 328.8
Land tax ( c) 61.56
Land rented (d) 249.23
Total costs (A=a + b) 3961.58
Gross income (B) 4631.54
Profit (A-B) 669.96

Net return to land (B-A + ¢ + d) 980.75

Source: Survey, 2008

Thus, the result of analysis of rent function émsistent with the hypothesis. The process
of rental determination was seen to be affecteddmnomic factors such as output value per hectare
per year and social factors such as kinship tied, the rental level of fruit land was still low
compared to the net return from fruit farming.
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CONCLUSIONS

The discussion in this paper concentrated on tandre system and tenancy relations in a
village in Red River Delta. There were three kimddand used in Da Ton commune: rice land,
upland and fruit land. In the studied area farnesiwere extremely small, the largest operated farm
household is only 0.7 hectare and only 0.26 heaaraverage. The plots of cultivated land were
dispersed over many places and the average sizplgtewas only 0.05 ha. There also emerged
rented-in and rented-out tenancy contracts in tegears in the study area, which were mostly
observed in fruit land.

The market for the exchange of land use rightsrimadeen well developed. The great
majority of tenancy contracts were found to be leetwrelatives and social aspects of tenancy were
clearly observed, in that tenancy contracts sonegiivolved no rental payment. Despite the
verbal agreements, most contracts were renewabldleWhe big farmers are expanding their
farmland, especially in fruit land, the number ahdiless farmers has been increasing. If this
tendency continues, it would certainly lead to abiistability.

The informal and flexible nature of tenancy relai was also confirmed by the
estimation of a rent function. On the other hantijle land tenure systems were arrangements
concerning the land factor in production processancy relations were established as a part of the
broader socio economic system in the village. His paper, analysis of tenancy was based on
information obtained from both landlords and tesdmiit not for the same tenancy contracts and
limited to only one side of landlord-tenant relaso which constitutes the weak point of this
analysis. Moreover, since rental of land for cthegan to occur a few years ago, there is no past
data about rental levels. For deeper analysis lieessary to adjust the long term rental with the
inflation rate as well as to examine farm busireffisiency in relation to land tenure.
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