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AGRICULTURAL development is the main source of poverty alleviation in South Asia. But, the context in which this development has to be achieved has changed in the last decade or so in the region due to the opening up of domestic markets, liberalisation of domestic policies and the inclusion of agricultural trade under the WTO.

Now, due to the declining terms of trade for primary products, which have a low level of knowledge intensity, the focus has shifted to value- added agro products for export and domestic markets.

Though there are many advantages in becoming part of the export-oriented value chains like knowledge transfer, better incomes, and understanding of market, there are also negative aspects like vulnerability of export markets, high cost of attending to these markets and price fluctuations.

Agribusiness has strong linkages with the industrial, agricultural and service sectors and has impacts on each of these. It is the single largest sector of economy in South Asian countries and is growing fast.

Agriculture currently accounts directly for only about a quarter or less of the GDP in these countries and has been on a decline for some time, though the people dependent on agriculture continue to be a high proportion of the total population. But, if we take an agribusiness perspective of the economy, more than 50 per cent of the GDP of these countries comes from the agribusiness which includes all agricultural input sectors, farm production, agro processing, including food, manufacturing and the food/fibre distribution and marketing sector. South Asian farming is dominated by small holdings, which means there are resource constraints to link up with global markets or global players.

Globalisation and liberalisation are likely to have the greatest impact on the rural poor through their influence on the agriculture, terms of trade, availability and cost of inputs, and new investments in agribusiness. Technological progress in farming can help the rural poor by raising farm productivity, lowering food prices, increasing employment, and reducing farming risk.

But the role and influence of multinational corporations (MNCs) in food production and trade, as an institutional mechanism, will determine the exact impact of globalisation on the rural poor, who are mostly from the labour class.

Contract farming promotes participation of domestic firms and MNCs in farming, and is seen as the `new investment` aspect of globalisation. Supermarkets in south Asia presently account for a very small share of the fresh produce retail sales. However, sales are growing rapidly and an attractive fruit and vegetable sector is perceived as an important way of attracting customers.

Supermarkets presently use a wide variety of fresh fruit and vegetable procurement practices which are likely to see consolidation. At present, the following channels can be seen:

Direct, un-contracted purchases from farmers at individual supermarkets; purchases from wholesalers, who either work directly with farmers or through wholesale markets; purchases through independent procurement companies (dedicated suppliers) who often work with farmers approved by the supermarkets chains (preferred suppliers); purchases through government-sponsored distribution centres; purchases through informal farmer groups, farmer associations or cooperatives; purchases through large individual farmers, who often sub-contract part of the supply to smaller farmers; leasing of space within the store on a commission basis to traders, farmers and cooperatives, multiple channels, and integrated chains.

But, small producers have been, by and large, excluded from various commodity chains, including organic produce chains, which operate with contract farming schemes at the producer level, with the exception of some crops like gherkins which require family labour and constant supervision, and therefore, only small acreage is allowed under contract.

In Bangladesh, there is a positive development where NGOs are taking active role in these chains and facilitating the small producer involvement in value chains by organising contract farming which is missing in India and Sri Lanka.

The contract agreement is quite fair in terms of sharing of costs and risks between the sponsor and the grower. But, it leaves out many aspects of farmer interest protection like delayed payments and deliveries, contract cancellation damages if the producer made firm specific heavy investments, inducement/force /intimidation to enter a contract, disclosure of material risks, competitive performance based payments, and sharing of production risks.

There are many malpractices and negative implications of contract farming in the region despite the fact that it does lead to higher income and employment for rural producers and labour due to new crops and technologies besides assured markets and prices. These ill-effects include `agribusiness normalisation` and depletion of natural resources like land and water. Further, contract farm production is primarily carried out by female labour, and increasingly by young girls under adverse wage and work conditions.

Experience in recent decades has shown that non-subsidised small farms need agricultural prices that are sufficiently high for them not only to survive but also to invest and develop a situation that free trade in agriculture clearly cannot offer the vast majority of the world`s small farmers.

Small farmer holdings on the point of collapse or perhaps only in difficulty need to be protected. This means organising and regulating a universally viable international agricultural trade regime, if poverty and under-nutrition in the poorer agricultural developing countries are to be eradicated, if currently inadequate global demand is to be boosted, if the world economy is to be revived and if global unemployment is to be reduced.

It is not a question of choosing between globalisation and non-globalisation but of choosing between blinkered liberal globalisation that blocks and excludes the poor and a carefully considered, organised and regulated globalisation that is beneficial to all and should receive broad-based support.

