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Abstract: India is mostly an agrarian economy. Irath agriculture is described by millions of small dmarginal farmer with
uneconomical landholding facing a numerous of prabhs to sustain their livelihood. The problem of sinfé&armer’s

empowerment and development as one of the majoroofopity of poverty alleviation remains challengin@ he challenge is to
ensure that they would participate in and contrileuto agricultural and rural development, by fac#iting them a level playing
field. In India, the government as a part of libeliaation drive has been promoting a turn towardsethconcept of
commercialization of farming through contract corpate farming like the western countries and madebstantive legislative
changes to provide its propagation. These farminggtices were foreseen as the most efficient witbanbination of timely,
quality and cost effective delivery of industriahputs there is a great concern regarding the abhjliof the small farmers to
survive in the changing environment of agri-busires
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. INTRODUCTION

Agricultural sector is the foundation of Indian aomy, which gives employment to more than 75% ef plopulation for
which enhancing agricultural growth is the top ptioof the government. Indian agriculture has béaring many issues and
challenges which have resulted into rigorous agrarrisis. The history of agriculture in India sterffom a variety of
circumstances. M.S. Swaminathan has stated thgiofRen National Commission for Farmers, 2006), iregor causes of the
Indian agrarian crisis are unfinished agenda id k&form, quantity and quality of water technoldgiigue, access, adequacy and
timeliness of institutional credit and opportursti®r assured and remunerative marketing and aelveeseorological factors.

The Indian agricultural sector has been suffernognfa dual crisis, one in the form of agricultugabwth crisis as reflected in
the falling agricultural growth rate due to deceeasproductivity and therefore profitability, whidronted the livelihood of 85%
(2012-13) of small and marginal farmers at thelkbbih survival risk and another is the agrarianisnshich is the result of high
dependence of the population on agriculture anceasing marginalization of land holdings. Since rie& economic policy has
already made noteworthy progress in the trade addstrial sectors, the focus is now shifting tovgabtinging about structural
reforms in other sectors particularly agricultuneeérms of means of production. This is being apteeh with a view to bring in
better efficiency of input and output markets amdnmote growth performance of the sector ultimatelsulting in rural poverty
eradication in India (Singh, S; 2006). Indian agitiere has been moving towards the commercialiratib agriculture since
economic liberalization which changes the econonuaditions in the last two decades. Before econolibieralization,
government interference in the agricultural mankaes considered an important instrument of developras the state generally
controls the agricultural market through the impdetation of market regulating act known as the égtural Produce and
Marketing Committee (APMC) Act, fixing and maintema of minimum prices etc.

Over a time, government became unwilling to oraict ffailed to go through its earlier role of cofitng the agricultural sector.
There came, the concept of commercialization oicafiure and contract and corporate farming istth@ main steps toward this
direction. With the gradual withdrawal of the st&iem agricultural markets (due to the amendmerthefAgricultural Produce
Marketing Committee (APMC) Act in 2003 in India,der which private markets can now be set up andracmnfarming (CF)
with and direct purchase from farmers have beenemegal) and the emphasis on the role of the prigatctor for bringing
efficiency and growth to the Indian farming sector.

Il OBJECTIVES

The main purposes of the study were as under;
1. Toinvestigate the government’s efforts in commradization the agricultural sector.
2. To analyse the pros and cons of contract/corpdaateing practices in India.

Il. LITERATURE REVIEW
According toRao the three models tried in Andhra Pradesh to bsimgll farms into the corporate fold became findhcia

unsound and have had serious results of groundwapsetion, rejection of contract produce, etc.
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According toSukhpal (2006), the main issue with the contract farming is thaticludes a small farmer who specially needs the
assistance as companies prefer medium and largeefarbecause of transaction costs and suggestedatfi@act farming can
work if there would be collectivization of smallrfaers so that they could exert better bargaininggro

According toWaswa et al. (2009), to bridge the income gap between farmers and coiepathere is a need to institutionalize
Corporate Social Responsibility within the dailyeoations of the company.

According toRamakrishnam (2013), the government’s aggressive moves to open upattme $ector to corporate control under
the PPP model are fraught with danger as theyeazhtb the worsening of the agrarian crisis and grabbing practices.

According toChandrasekhar (2013), contract farming essentially produces an unequstem where the risks are left with
farmers while control over production and markeimgcquired by corporate.

According toPanwar (2013), the price volatility and the alignment of domesdtiod prices with international food and oil
prices are the inherent danger of the corporatinaif the farm sector.

According toPatnaik, Usha (2013), the entry of corporate in Indian agriculture woldéds to a situation where farmers
become “debt slaves” and increased suicides ratgbed regions and emphasized the need to look itdyles and rational
alternatives.

V. COMMERCIALIZATION OF AGRICULTURE SECTOR

The small and marginal farmers were caught in gredous circle of low investment, low productivityigh cost and low
income. The situation calls for a Schultzian irgeghce to bring a break away from this low levelidagrium. The challenge is to
empower them with appropriate measures on poleghriology and institutional fronts so as to alldwerh to release these
constraintgDeshpande, 2008).

According toibid, (2008), commercialization of agriculture refers to integrg the farm management decision to the market
signal. It may, thus, get reflected on the outpaonhf through increased share of marketed surphisyduction of new crops,
growing commercial crops. Contract and corporatenifiag are the two basic modes of commercializatbragriculture. As
contract farming has been in India since the Britisle when commodities like Collin Indigo were guged by the Indian
farmers for British companies and in 1960’s in skeed production but in reality, the root of contffacming starts with the green
revolution by the government of India in collabdmatwith state governments, Indian Council for Agttural Research and state
agricultural universities. Hence, contract farmagya classification may be of recent origin, bet tboncept of contract farming
has been in operation for long time in the courByt after the initiation of economic liberalizatiocontract farming became the
common, first starting with the Pepsi (now Pepsiodpunjab in tomatoes and potatoes in the mid-1888r on Unilever, ITC,
Cargil, Reliance, Essar, Bharti Enterprises Del MoRacific Ltd, the Adani Group, Marico, Tata Cheals and Nestle etc.
largely supported by states like Punjab, Maharashindhra Pradesh, Karnataka and Gujarat etc.

Major Indian corporate entered agribusiness ineddifit forms during 2000-10 on the grounds that wgrkvith corporate
under the framework of commercialization of Indegriculture through contract/corporate farming ficg&s means tapping into
the latest technology and being inserted into valoains with a global reach by offering opportwestifor entrepreneurship
including horticulture, dairy farming, livestockcetwith world class agro-equipment and supportisesv The National Policy on
agriculture declares that the private sector véllemcouraged through contract farming and corpdaateing to allow accelerated
technology transfer, capital inflow and assuredkegfor crop production.

Over the past few years, section of the politiattips, technocrats and ministries at the Centreedlsas at the State levels
have moved to support through their policies foblmuprivate partnership (PPP) in agriculture, whicansfers supreme role in
corporate sector in production and to retail mankeas a subsidiary initiatives along with the keijiatives of land reforms and
institutional credit. Few states came forward andoerrage the setting up of PPP ventures. They anweouthat it is a move
towards second green revolution through PPP. Thergment of India through its ministry of agricuktudevised so many
frameworks and schemes to promote large scalerattgjprojects led by private companies in agnicaland allied sectors with
a motive of aggregating and integrating farmerdlie financial assistance through the RashtriyahkVikas Yojana (RKVY)
under the support and supervision of state goventsrand various national level agencies.

V. CONCEPT CONTRACT OR CORPORATE FARMING
The modern contract farming has been evolved inUlhged States where corporatization of agricultiserow the most
advanced process as multinationals has come tgotdht entire chain of agricultural production adidtribution. Contract

farming is a system of farming and supply of agtimal commodities that is based on forward congrdetween producers and
buyers. It is a system in which agricultural praitut is carried out through an agreement betweemdes and buyers that
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specifies a combination of features such as pdcentity and quality to be supplied and date ofveey which farmers as
supplier are expected to fulfill their promise totain those supplies at the pre-specified priceoAtract reduces price risk for a
farmer and can be terminated at reasonably shtden@ontracts can be a source of new technologfafmers as generally new
crops with modern technology or existing crops wittw seeds and other inputs are promoted underastetigements.

In procuring the supplies, the prime requiremeritshe agribusiness firm are that each supplier niesin a position to
guarantee a large volume, continuity of supply arsfandardized quality. To the extent that thegairements cannot be met by
purchasing through traditional open market chanmatge direct links with large producers and praigcorganizations are built
up. The contracts are more flexible in face of markagueness, make smaller demands on scarcel gagitarces and impose
fewer burdens on management. Contracting can gigesitive image to the company as it may be peeckis progressive
especially if it works with small farmers. From istitutional economic perspective, contract famgnaould be looked upon as a
way of creating positive externalities which casule in overall rural development (Singh, S; 2018hwever, the terms and
nature of the contract differ according to variation the nature of crops to be grown, agencies)des, and technologies and the
context in which they are practiced.

VI. CONCLUSION

Sustaining a reasonable growth rate, food secanty employment to millions of rural poor below pdyeine along with
participating in the process of commercializatidnlradian agriculture are the foremost issues anallehges for agricultural
sector. On the other hand, contract farming caeffeetive in introducing advanced technologies fauilitating external input to
farmers, risk lies in firms extending technolodileat bring financial benefits in the short run, begults in long run demolition of
the economic viability and sustainability of farrmeBut the problem lies due to the intrinsic featuof Indian agriculture which
is not in a position to take the benefit generdigthese initiatives.
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