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Abstract

Land fragmentation is a significant issue in Taiwan's agriculture, but not much is known
about its impact on farmers. This study uses econometric models and data from the
Census of Agriculture to analyze how land fragmentation affects farmers' productivity.
The results of the analysis reveals a U-shaped pattern between agricultural land
fragmentation and farmers' productivity across different land scales. Farmers'
productivity is lowest when the land fragmentation index is around 0.5. However,
further subdivision of land can lead to better productivity. This suggests that average
fragmentation can mitigate the negative effects, as a fragmentation index below 0.5
indicates larger and multiple smaller land plots, which have a more severe impact on
productivity. This may be due to the fact that average fragmentation allows for risk
diversification and increases income through the cultivation of multiple crops. When
examining different crop industries, government subsidies for production play a
significant role. In particular, subsidies like the Green Subsidy have a diminishing or
even positive effect on profits when comparing rice and miscellaneous crops. In
conclusion, while land fragmentation negatively affects farmers' productivity, it also

offers opportunities for diverse production decisions and income generation.

Keywords : Land fragmentation, Production scale, Farm household productivity,

Binary fixed effects model, Agricultural policies
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