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- Harness the power of contract farming

Better Centre-State co-operation on land lease will ensure that both farmers and sponsors stand to gain

N\KESH BHARTI MITI‘AL

griculture growth is un-

/ der stress at 3.4 per cent

/ in 201718 compared with
..L 63 per cent in 2016417
This can largely be attributed to de-
clining soil fertlity, fragmentation
of landholdings, and increasing re-
strictions t© commercialisation

the middlemen? The Act allows
farmers and farmer producer or-
ganisations (FPOs)/farmer produ-
cer companies to directly link with
companies, thus enhancmgmarket
linkage and removing dependence
on middlemen,

Since 86 per cent of total land-
heldings in the country belong to
the small and marginal category, it

and modernisation of farmingand  is expected that the Act will have an

farm-related activities. indirect effect on farmers forming
As announced in Budget 201718,  FPOs and pooling their land for a

the government recently came out  better sayin determining the prices

with a Medel Contract Farming Act,  of their produce.

2018 with a clear intent to increase Further, under contract farming,

farmers' income by creating an al-
ternadve market mechanism that
links them to national and interna-
donal markets. Prior to this, several
States have been hesitant to allow
contract farming. With the Act be-
ing notified, the debate now obvi-

. ously shifts to the various opera-
tional aspects.

The concept of contract farming

refers to a system in which bulk

farmers no longer have the onus of
transporting their produce to the
mandis, as sponsors usually collect
the produce from the farm gate —
thus reducing farmers’ cost and,
thereby, translating into increased
incomes.

The Act hasalso done well toinsu-
late land ownership rights of the
farmers from any potendal in-
fringement from the sponsors or

purchasers, including agropro- the buyers. This is important given
cessing, exporting and the fact that fear of losing
trading units, enter their land has always in-
into contracts with Scan&share | ibited farmers from em-

- farmex(s) to purchase a $ bracing any new policy.
~ specified quantity of z%[E @ Contract farming, be-
any agri H 1 sides creating new mar-
v 1 kets for farmers’ produce,

can also positively im-

]’ http:bityRyGm25u J pact the production pro-
; cess by facilitating better

access to technology,
crop diversification, extension ser-
vices, financing and crop insur-

In facg lack of formal financing

mechamsm and lower penetration
~ of crop insurance, in particular,
) have long been the primary cause
. of farmer distress in the country.

The Act, despite being well-inten-
ded, has its share of shortcomings.

Much to gain Contract farming enhances market linkages and reduces dependehce on middlemen sussanTa PATRONOBISH

It mandates the formulation of a
contract farming board to guide
several aspects of the contract, in-
cluding pricing of produce.

While the intent is correct, to
provide a cushion against possible
exploitation of the farmers, if not
exercised judiciously, the board
may set a price too high thus deter-
ring SpPONSOrs.

Further, the Act mandates the
sponsor to buy the entire contrac-
ted amount of produce from the
farmers, even if the quality para-
meters are not met, albeitata lower
price. This again bears heavy on the
sponsor, who enters a contract
farming agreement specifically to
procure a specific grade of produce.

Also, while the spirit of providmg ,

insurance support to the farmer is

,good rather than burdemng the

- sponsor with this additional cost,

which may get adjusted in the price
paid to the farmer, the government

address the issue of fragmented
landholdings and encourage the
private sector to make bigger com-

should consider covering thiscost.  mitments in terms of technology

State subject
Being a State subject, operational-
ising any reform in agriculture es-
sentially needs a buy-in from State
governments.

Most often, such reforms fall vic-
tim to the political differences
between the Centre and the States.
The need of the hour, therefore, is
for proactive hand-holding and
guidance of the sponsors at the
State level.

Also, to tap the full potermal of
contract farming, the Act needs to
be supplemented by well-balanced
leasing laws at the State level.

Allowmgleasmg of land will help

and capital. This will boost pro-
ductivity, by benefiting from eco-
nomies of scale.

It may be noted that the Model
Agricultural Land Leasing Act, 2016,
has not seen much uptake at the
State level, and none of the States
has adopted the Act in its entirety.

One only hopes that the States are
more accommedating this time
round.

More CentreState interface
along with clarifying enabling
policy interventions will go a long
way in fulfilling the intent and the

purpose of the Act.
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