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THE surging demand and prices of food grains are paving way for transformation of much neglected agriculture by helping to reverse the transfer of resources from the impoverished countryside to the relatively affluent urban centres.

Because of a hike in prices of primary products, the farmers are enabled to earn, save and invest more in modernisation of farming to increase crop productivity. The lucrative return to investors offered by an upsurge in commodity trading— spurring commercialisation of agriculture—- would inevitably lead to investment in processing and manufacture of farm produce, and production of the inputs required for mechanisation of farming. Traders are getting better understanding of the rural market to venture into capital spending on value-addition.

Given the domestic and international demand for foodstuff, the first to receive impetus would be food processing and packaging industry.

No doubt, the rising prices of commodities are a source of growing and serious concern for the disadvantaged and the vulnerable consumers. Some see prices of foodstuff shooting up to an unaffordable level for the poor this year and a repeat of street protests witnessed in 2008. But it is through these serious crises that history is blazing new paths of more fruitful and positive developments.

The kitchen items and clothing would become unaffordable because of rising prices of crops like sugarcane, wheat and cotton for those who are already hit by high inflation and rising unemployment.

Policymakers need to take care of the teeming millions by focusing on various ways to reduce poverty levels by a sound income distribution policy and expanding the social safety nets.

In much of the world, the current fragile economic recovery is a jobless one while a significant portion of the excess money in the international market, not finding productive avenues for investment , is financing speculative commodity trading.

In case of Pakistan, the rise in food grain prices can be attributed to the recent sudden jump in procurement price of wheat, the staple diet of the teeming millions, and its impact on prices of other crops. While the recent floods have done enormous damage to agriculture and created shortages, they have spurred prices of commodities like sugarcane and cotton. Earnings from food items are also going up while the domestic demand is being depressed by tight monetary policy and rising international prices.

With families uprooted from their hearth and homes, shortage of farm workers has also raised wages of rural labour in flood hit areas. Eventually, those liberated from their ancient ties would be more mobile and productive.

With investment opportunities in productive avenues stifled by the overall socio-economic environment, contributed hugely by policy failures, many find speculative trading in farm produce a lucrative business. The urban-based private sector is now much more attracted to lucrative opportunities in marketing of primary produce and is speeding up comercialisation of agriculture which the state failed to encourage through required policy measures.

So far, one has seen volatility in commodity prices—surge in times of shortages and steep fall in cases of surplus—-because of absence of policies required to speed up trading and manufacturing of agriculture produce. Despite the six-decades of commercialisation and mechanisation, outdated mode of production—- the “ crop-sharing” between farm lords and their tenants— still continues and has not been replaced (or discouraged given the general respect for the rule of law) by cash contract system through a much needed legal order.

The rapacious transfer of resources from the rural to urban areas has deprived a majority of the farmers the opportunity to improve the quality of life; earn, saving and invest in raising low farm productivity that keeps the earnings /wages of tenants/farm labour dismally low.

It has also deprived the private sector of investment avenues that open up with rapid development of agriculture, that would have spurred the demand for more tractors, agriculture implements, modern silos, cold storages, fertiliser, pesticides, quality seeds etc.

Now with the rising incomes in commodity trading, the government has also been emboldened to levy withholding tax on arhtis to bring them into the income tax net.

As is being witnessed after the increase in wheat, cotton and sugarcane prices, the demand of farm inputs like fertilser, bank credit volumes etc have gone up. Similarly, rising farm incomes have made rural markets more prosperous for durable goods particularly automobiles.

In a recent World Bank publication, economists have stressed that agriculture should be at the centre of development strategy in countries like Pakistan. For this, the key issue in farming is raising productivity or yield per acre. The right price for farm produce is the first prerequisite. There is a wide disparity in productivity and incomes of farm workers and industrial labour that can only be removed by mechanisation of agriculture. Mechanisation would spur rural demand for manufactured goods and quicken the pace of industrialisation.

Often the procurement prices for wheat or sugarcane turn out to be unrealistic , though they tend to be supportive of the farmers in some cases. For example, the sugarcane market prices are much higher than the minimum government fixed rates, with farmers opting to grow crops that give better returns. To secure better return on cane, the farmers have also stepped up production of gur which is finding ready local markets and outlets in neighboring Afghanistan and Central Asia.

The government has neither the will nor the ability to stabilise prices as a high inflation rate continuously pushes up asset prices for the benefit of traders, farmers and manufacturers barring those with fixed incomes, the vulnerable and the unemployed who are disproportionately hit by high prices. (The poor have no assets. The country’s politics is not grounded on common good). When inflation is high, an investment banker says it is better to invest in assets rather than be on cash because prices continuously go up.

The state has to take care of the vulnerable, initially through targeted relief measures exclusively for the poor like food stamp etc. But what is more important is to create enabling environment for the teeming millions to fend for themselves –to raise their incomes and improve their livelihood day by day.

The volatility in prices of agricultural commodities cannot be managed unless the processing and manufacturing of primary produce is encouraged and undertaken on a very large scale. It is time to bring an halt to deindustrialisation to cater to the depressed domestic demand and to step up export of processed foodstuff to meet a surging international demand. As put by some people, “ manufacturing agriculture” should be at the centre of the industrialisation strategy

