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Part 1

Country context
1 
Introduction: what is ESFIM and what is the purpose of the country study paper 
The goal and overall objective of the “Empowering smallholder farmers in markets” (ESFIM)
 are:
· The goal of this programme is to strengthen the capacities of Farmers Organisations (FOs) in developing countries to empower their smallholder members in markets, creating an enabling policy and regulatory environment.

· The overall objective is to generate demand-driven action research supportive to the activities undertaken by FOs within the International Federation of Agricultural Producers (IFAP)
 network in proposing changes in the institutional and legislative context in order to strengthen their organizations and institutions, and thereby the power of smallholder farmers in markets. 

The three phases of the ESFIM Programme are:

· Support to lobby agenda through collaborative research: Assist a number of FOs in developing countries with formulating feasible, evidence-based propositions for changes in key elements in the institutional environment that will enable effective marketing strategies for smallholders.

· Comparative Research: Support FOs with information and through learning processes on innovative and replicable policies and institutional arrangements that empower smallholder farmers in markets through the study of and reflection on relevant market empowerment initiatives drawn from both industrialised and developing countries.

· Learning for Action: Facilitate learning of FOs in both developed and developing countries to enable them to use evidence-based information to increase their capability to influence the lobby agendas and policy and market processes related with smallholder farmers’ access to markets. 

The Phase 1 of the collaborative research aims to strengthen the capacity of the involved FOs to generate quality proposals for improvement of the institutional environment for smallholder access to agricultural markets. FOs from the selected countries will elaborate a research partnership for empowering their smallholder farmers in markets using consultations within a farmer driven group and national workshop. A key output of phase 1 will be a Farmer-driven formulation of a national project proposal: The national project proposal is a farmer-based strategy for participatory policy generation to facilitate small farmers’ access to markets. Eleven national proposals
 will be submitted to AgriCord by the leading National FO on behalf of the “farmers’ organisations group” for funding within the ESFIM Programme.

The Country Study paper for India seeks to describe the ‘enabling environment’ in which economic rural producer organisations take economic initiatives and/or stimulate their member organisations to take such initiatives. This paper seeks to:

· Feed into discussions during the India workshop February 2009 

· Be used as resource material for the project submission to AgriCord 
· Be used as a working document for the ESFIM phase 2 for comparative analysis between countries

· Ensure the external European Consortium for Agricultural Research in the Tropics (ECART)
 and IFAP team have a contextual understanding of the sector in each partner country.
2. 
Brief summary of contextual information on India 
2.1
Geography, demographic and poverty profiles 

India is a republic consisting of 28 states and seven union territories with a parliamentary system of democracy. With a population of over 1.1 billion, some 70% live in rural areas. Agriculture as a percentage of GDP has changed from 30% of GDP in 1986 to 17.5% in 2006 and showed an annual growth in 2006 of 2.7%.
[image: image1.png]



Source: Survey of India, 2005.  Composed by: National Informatics Centre

http://india.gov.in/maps/indiaindex.php
It has the world's twelfth largest economy at market exchange rates and the fourth largest in purchasing power. Economic reforms since 1991 have transformed it into one of the fastest growing economies; however, it still suffers from high levels of poverty, illiteracy, and malnutrition. India's half billion workers are the world's second largest labour force and relatively young. 

India also has the largest number of poor in the world
.  India also has the largest number of illiterates in the world; of the 1 billion illiterates in the world (a sixth of the total world population), about 300 million are in India – larger than the population of the US, and twice the population of Brazil or Russia. India also has among the world’s worst child malnutrition rates. Given this scale of illiteracy and malnutrition, taken together with the number of poor, the challenges for one of the fastest-growing economies in the world – India – become manifest.

India has successfully reduced the share of the poor in the population by 27.3 percentage points from 54.8 in 1973 to 27.5 in 2004 (National Sample Survey). Between 1973 and 1983, the headcount ratio of the poor had declined from 54.8% to 44%, and it fell further from 36% in 1993/94 to 27% by 2004/5. Thus, sixty years after independence, a quarter of the population is still below the national Benchmark, which is known to be well below the international poverty line of a $1 a day per person.

Some states have been particularly successful in reducing the head count ratio of poverty. In 2004/5, the states with the lowest headcount ratio are Jammu and Kashmir (5.4%), Punjab (8.4%), Himachal Pradesh (10%), Haryana (14%), Kerala (15%), Andhra Pradesh (15.7%), and Gujarat (16.7%); at the other end of the spectrum are Orissa (46.3%), Bihar (41.3%), Madhya Pradesh (38.2%) and Uttar Pradesh (32.8%) – which also happen to be among the most populous states of India. The states that were formed recently (Chhattisgarh 40.8%, Jharkhand 40.3%, Uttarakhand 39.6%) have among the highest ratio.
	
	
	
	
	

	Percentage of rural people below poverty line 1973-2004

	States/U.Ts
	Rural

	
	1973
	1983
	1993
	2004

	Orissa
	67.28
	67.53
	49.72
	46.76

	Jharkhand
	
	
	
	46.25

	Bihar
	62.99
	64.37
	58.21
	42.14

	Chhattisgarh
	
	
	
	40.80

	Uttarakhand
	
	
	
	40.78

	Dadra & Nagar Haveli
	46.85
	14.81
	51.95
	39.82

	Madhya Pradesh
	62.66
	48.90
	40.64
	36.87

	Uttar Pradesh
	56.53
	46.45
	42.28
	33.40

	Maharastra
	57.71
	45.23
	37.93
	29.58

	West Bengal
	73.16
	63.05
	40.80
	28.62

	Andaman & Nicobar Island
	57.43
	53.99
	32.48
	22.85

	Tamil Nadu
	57.43
	53.99
	32.48
	22.85

	Pondicherry
	57.43
	53.99
	32.48
	22.85

	Arunachal Pradesh
	52.67
	42.60
	45.01
	22.33

	Assam
	52.67
	42.60
	45.01
	22.33

	Manipur
	52.67
	42.60
	45.01
	22.33

	Meghalaya
	52.67
	42.60
	45.01
	22.33

	Mizoram
	52.67
	42.60
	45.01
	22.33

	Nagaland
	52.67
	42.60
	45.01
	22.33

	Sikkim
	52.67
	42.60
	45.01
	22.33

	Tripura
	52.67
	42.60
	45.01
	22.33

	Karnataka
	55.14
	36.33
	29.88
	20.85

	Gujarat
	46.35
	29.80
	22.18
	19.08

	Rajastan
	44.76
	33.50
	26.46
	18.71

	Haryana
	34.23
	20.56
	28.02
	13.57

	Kerala
	59.19
	39.03
	25.76
	13.25

	Lakshadweep
	59.19
	39.03
	25.76
	13.25

	Andhra Pradesh
	48.41
	26.53
	15.92
	11.17

	Himachal Pradesh
	27.42
	17.00
	30.34
	10.72

	Punjab
	28.21
	13.20
	11.95
	9.15

	Chandigarh
	27.96
	23.79
	11.35
	7.07

	Delhi
	24.44
	7.66
	1.90
	6.93

	Goa
	46.85
	14.81
	5.34
	5.37

	Daman & Diu
	
	
	5.34
	5.37

	Jammu & Kashmir
	45.51
	26.04
	30.34
	4.57

	All India
	56.44
	45.65
	37.27
	28.30


Source: Add
Overall, the number of poor in rural areas in the country as a whole has declined from 2612 lakhs in 1973 to 2209 lakhs. i.e. by just 403 lakhs people over a 20 year period. That means the rate of decline in the numbers of the poor has been 20.1 lakhs per year. But in urban areas the numbers of the poor has gone on increasing from 600.4 lakhs in 1973 to 709.3 lakhs in 1983 and 763.3 lakhs in 1992/3 to 807.9 lakhs in 2004/5; this is hardly surprising since the share of the urban population in India’s total population has also gone on increasing, driven partly by rural urban migration. 
The composition of the poor has been changing and rural poverty is getting concentrated in the agricultural labour and artisan households and urban poverty in the casual labour households. It needs to be recognized that the growing dependence of rural and urban households on casual labour market exposes the poor to market risks and tends to increase transient poverty, whereby households move in and out of poverty due to fluctuations in the labour market. Interventions have to be designed accordingly.  

Land status is a decisive factor behind rural poverty.  Agricultural land is largely privately owned and operated with some 115 million landholdings (1995-96). More than 80% of the holdings are in the small and marginal categories i.e. holdings of less than 2 hectares each. The implementation of land reform policies has differenced across states influenced by the level of political will and the capacity for collective action of the people. Work of Srivastava et al 2007, calls for greater liberalization of the tenancy market with safeguards for small-scale farmers and the discouragement of absentee landowners. They also call for fostering of landownership by women and the removal of remaining biases against tribal peoples.
The occupational composition of rural poor varies across the states.  In general, in developed states poverty was highly concentrated among agricultural labour households, and in contrast in backward states poverty extended to other occupational groups including self employed in agriculture.  For instance, in Punjab, Haryana, Maharashtra and Andhra Pradesh agricultural labour households constituted more than 60% of the rural poor in 1999-00, but they constituted less than 16% in Rajasthan and 28% in Assam. 

The number of undernourished people in India exceeds 208 million (FAO 2001). Food grain production is progressing at a lower rate than population growth. 

2.2
Major development challenges and related government policy initiatives

All the major initiatives of the Government of India, in agriculture and rural development, in industry and urban development, in infrastructure and services, in education and health care and in every other facet of life, are aimed at promoting “inclusive growth” (Government of India 2007). 
The Report to the People 2007 sets out the key components of the strategy  of “inclusive growth” have been to: (a) step up investment in rural areas, in rural infrastructure and agriculture; (b) increase credit availability to farmers and offer them remunerative prices for their crops; (c) increase rural employment, providing a unique social safety net in the shape of the National Rural Employment Guarantee Programme; (d) increase public spending on education and health care, including strengthening the mid-day meal programme and offering scholarships to the needy; (e) invest in urban renewal, improving the quality of life for the urban poor; (f) socially, economically and educationally empower scheduled castes, scheduled tribes, other backward classes, minorities, women and children; and (g) ensure that, through public investment, the growth process spreads to backward regions and districts.

In addressing the future strategy
 it is noted that regions which are particularly likely to have large numbers of chronic poor people include tribal, forested – much of which are in the central and eastern parts of the country – comprising of arid, semi-arid and sub-humid areas. However, in many semi-arid regions, where agriculture is mainly rainfed rather than irrigated, located in the more industrial states of western and south India, there has been more dynamism. Migration from semi-arid areas may result in improvement of economic conditions for people in the rainfed areas due to better investment opportunities and market functioning compared to the forest-based regions. In forest regions, poor people’s access to the resources which are located in those regions have been limited, and their own low human capital endowment (e.g. low literacy and poor health services) have resulted in their incorporation into labour markets at disadvantageous terms. It is for this reason that the strategies that are needed for each of these agro-climatic regions have to rely upon an area-development approach. This is particularly true of rain dependent water stressed areas, where watershed development has been neglected. Thus watershed development in rainfed agriculture has to take center-stage in the poverty reduction strategy for the 11th Plan.  Similar initiatives that hold promise to impart dynamism to Backward districts / regions are (a) the Backward Regions Grant Fund, (b) Border Area Development Programme; and (c) Hill Area Development Programme. 

2.3
The political environment focusing especially on the extent to which it fosters space for involvement in policy dialogue by civil society, including by farmer organisations

India has a long history of legislation supporting the freedom of association, trade unions and cooperation.

The Societies Registration Act of 1860
 sought to create the framework for association and is the basis upon which much subsequent legislation enabling group formation, is based. 
The Multi-State Cooperative Societies Act, 2002 (No. 9 of 2002)
 provides the comprehensive legislation on cooperative societies. Applies to societies not confined to one State and serving the interests of members in more than one State.  It seeks to facilitate voluntary formation and democratic functioning of cooperatives as people's institutions based on self-help and mutual aid, and to enable them to promote their economic and social betterment and functional autonomy
.
The Government has introduced a Constitution Amendment Bill on cooperative societies in Parliament. The bill seeks to make the management of cooperative societies accountable to members, restrict interference by the State, prevent misuse of powers by the management and bring about greater transparency in the functioning of cooperative societies as democratic societies.

India Freedom of association, collective bargaining and industrial relations Act (2001-09-03, IND-2001-L-65801 and the India Agriculture workers Act (2005-09-05, IND-2005-L-72597) offer more recent legislation and amendments relevant to rural households.

In recent years, democratic expansion has started to loosen the grip of elite control
 and more peasants are getting into mainstream politics. While traditionally the farm leaders held sway in many parts of the country, they were absentee landlords. However, this was so in the case of Maharashtra where the farm leaders of cooperatives dominated the political scene also. In contrast, the new peasant leaders are active farmers. 

Even though the top two deciles are influential, their influence is dissipated due to extreme fragmentation. This fragmentation leads to ‘collective action’ problem; i.e., they cannot agree on a long term goal, and even when they agree, they cannot coordinate their actions to achieve their goal. This leads to a particularly acute political-economic problem in the matter of long-term public investment in infrastructure. As more and more of hitherto subordinate social groups have come up to be politically important (particularly at the state level), the sources of demands on the polity have become more diverse. Hence, the situation appears to be right to increase the organisation of farmers and improve their influence on the State. However, the state in India, though powerful, is not a strong state. Hence, the farmers’ organisation will have to be a long term exercise so that the state does not come under pressure from other segments of the society.
Further, the National Farmers’ Commission has been advocating a lot of changes that are pro-farmers. With the efforts of M. S. Swaminathan, the issues of the farmers have hogged the lime light in the mainstream press. This has also created sufficient base for the farmers’ engagement with the State. Further, with the media focus turning to the plight of the farmers and fostering public opinion on issues concerning humanity like the farmers’ suicides, the public opinion is also broadly supportive of this engagement. 
Above all, the volatility in the prices of farm produce has a negative effect on any government as high prices affect the consumers adversely. In most cases, the response of the government was temporary interventions in the markets, in the form of subsidising the sale of the agricultural produce. It has been now realised that this amounts to subsidising the middlemen who have purchased the produce from the farmer at a low price and are selling to the government at a higher price. Thus, this is against the tenet of directed subsidies. Hence, the governments at large cannot ignore the farmers’ issues any longer.
2.4
Major related development programmes (WB, IFAD) 

In India, the programs aimed at supporting the small and marginal farmers in the markets are limited to:

· Providing assistance of a minimum support price (statutory minimum price or state advised price in the case of sugar) and purchasing the produce through various commodity boards. However, the MSP is criticised on the grounds of not meeting all the costs of agriculture, and as benefiting the trader most. For example, while there is no MSP on coconut, there is MSP on copra, which is mainly extracted by middlemen. Similarly, the procurement centres for grain are not easily accessible to the farmers, who sell most of the produce to the trader at the village level. It is the trader who gets the benefit of the MSP.
· Supporting the establishment of post-harvest infrastructure, specially ware houses and cold storages. However, these ware houses are established at places that are farther away from the agricultural markets and hence are not being used by the farmers. Instead, this infrastructure is being used by the traders, who are able to make money from the subsidies provided by the government.

· Food processing has been receiving increased focus. But these food processing units are not established in close linkage with the farmers. Devoid of such linkages, these units have not benefited the farmers much. 

There are, however, two streams of programs that impact farmers (a) NRM based programs looking at watersheds and forests, and (b) poverty reduction programs based on social mobilization and providing capital support. While DFID and IFAD support the former interventions, World Bank and UNDP support the later. However, these are not specifically focussed on the farmers. Some of these programs try to support the farmers with market information, linking the collectives of the farmers with the markets and promotion of NPM/organic cultivation to reduce the cost of cultivation. The collectives of the farmers, formed under the programs supported by the Government, have been associating themselves with the research and extension organisations and thus have been able to influence the research and use the pre-harvest technologies. However, the impact on post-harvest has been limited.
See annex 5 for details of some of the program.
3
Review of the agricultural sector 

3.1
The importance of agriculture in the country’s development process
Agriculture is the predominant occupation in India, accounting for 60% of employment. Service sector makes up 28% and industrial sector 12%. In terms of output, the agricultural sector accounts for 28% of GDP; the service and industrial sectors make up 54% and 18% respectively. Major agricultural products include rice, wheat, oilseed, cotton, jute, tea, sugarcane, potatoes, cattle, water buffalo, sheep, goats, poultry and fish. Major industries include textiles, chemicals, food processing, steel, transportation equipment, cement, mining, petroleum, machinery and software. 

India has a continental diversity of soils and climates with little scope for expansion of cultivatable land, with some 57% of that land slightly or extremely degraded (Vyas 2007). Water resources are unevenly distributed across the country with irrigation being a pre-condition for agriculture in many areas.  Despite increases in the intensity of production including also use of agrochemicals, the improvement in yields per hectare has slowed in recent years

Indian agriculture is essentially small-scale agriculture with some 105 million smallholders and over 70% with less than 2 hectares. Large numbers of farmers have little or no marketable surplus. 
Sustained growth in India over the past two decades has brought about major changes in the consumption patterns across the country with a shift from grain staples towards higher value agriculture of fruit and vegetables, dairy, poultry and fishery products.  This change is taking place in all income categories and in rural and urban areas (Joshi and Gulati 2007). Other factors driving this change include changes in relative prices, urbanisation and infrastructure and more open trade policies.

India - Changes in average area between 1981-82 – 1999-2000 (in thousand hectares)
	Commodity group
	1981-82
	1999-2000
	% change

	Cereals
	104,350
	101,190
	-3%

	Pulses
	22,780
	23,442
	3%

	Oilseeds
	26,675
	37,471
	40%

	Vegetables
	5,064
	6,767
	34%

	Fruits
	2,239
	3,567
	59%

	Spices
	1,627
	2,142
	32%

	Fibre Crops
	1,354
	800
	-41%

	Dry fruits 
	646
	1,030
	59%

	Miscellaneous
	11,762
	14,084
	20%

	Total
	176,497
	190,493
	8%


Source: Joshi and Gulati (2007)  
The livestock sector is growing rapidly. Milk accounted for around 68% of the total livestock products during the past two decades. The rapid growth in milk production has been aided by the Operation Flood Programme which was launched to support the development of the sector.  The livestock sector shows considerable potential with opportunities for strengthening the unorganised sector and the modernisation of infrastructure (cold chain, slaughter facilities etc). Fisheries have seen a shift from marine to inland fisheries with the growth of aquaculture in both fresh and brackish waters. The progress in the sector at both domestic and export levels has reflected a well coordinated strategy of support including infrastructure.
3.2
The agriculture policy environment

After the pre- and green revolution of 1951-1990, transformation and policy reform of Indian agriculture has taken place in broadly three phases: 1991-1994 involved a broad set of policy changes which set the scene for reform in agriculture including macroeconomic stabilization, the liberalization of industrial policy as well as trade and exchange rate regime reform; 1994-1998 began the process of gradual decontrol of external agricultural trade flows including those put in place in response to the signing of the Uruguay round Agreements on Agriculture under the WTO in 1994, and the current phase 1998-to date extending reforms to domestic agricultural marketing (Fan et al 2007). Thus through the 1990s reform has included liberalization and improving the functioning of commodity markets, reforming commodity price policy, rationalization of input subsidies, increasing productivity enhancing investments (research and development, extension, rural infrastructure and services) and support to the reform of public institutions and the adoption of participatory approaches.

These have still left traditional support systems relatively unaltered including input subsidies, food procurement through the Public Distribution System (PDS) and the Minimum Support prices (MSP).  
Relevant ongoing reforms include the reform of parastatal monopoly for key agricultural commodities; removal of restrictions on food processing and the establishment of risk management instruments (e.g. futures trading in major commodities).  The emerging reform (state by state) of the regulations of the Agricultural Produce Marketing Committee including reform of the requirement that agricultural sales occur only in regulated markets will increasingly bring new opportunities for enhanced vertical linkages between producers, traders and consumers.  These Acts were put in place with the belief that they would protect small-scale farmers from unscrupulous middle men and have more recently been seen to be a barrier to marketing. Changes in land laws to facilitate land leasing; in contract farming and in support for regulation pertaining to food safety will all influence the market environment in which the small-scale farmer operates. However, due to certain historical situations and scale issues, certain restrictions on the farmers are not being reviewed. For example, the sugarcane farmers attached to a factory have to sell their cane to the factory only and cannot sell it to the neighbouring factory even if the other factory is paying a higher price. 
As agricultural production has improved, so have the terms of trade. However improvements of agricultural income have neither spread uniformly in all regions nor accrued to all categories of producers (Vyas 2007) with important wheat and rice growing states (especially Punjab, Haryana and Andhra Pradesh) benefiting most.

Whilst taking forward the next tranche of reforms, the benefits of alternates need to be fully explored. The more disadvantaged segments of the agricultural producers i.e. the many millions of small-scale farmers a large number of whom are potentially viable should be supported by institutions responsible for research, extension, credit and marketing to enable them to benefit from any reform change.
Though the National Research Network in India comprises several research centres of excellence, these concentrate mainly on the aspects related to technology involved in the production or processing. Some research is done on aspects related to ware housing and ware house management. However, very limited research is done on the aspects related to post-harvest techniques at the farmer level. Most of the post-harvest practices at the farmer level have been developed by the people themselves and are on traditional lines. For example, the mango farmers keep the fruit in an inverted position on the ground for some time after harvest to avoid damage to the fruit from the liquids oozing out of the fruit immediately after harvesting. 

There has been very limited effort to accurately record the acreage under various crops and dissemination to the farmers this information on acreage under various crops in a real time. There have been some efforts to disseminate the market information, but this has not yet reached the larger percentage of farmers.
3.3
Forms of market linkages

Traditional

With the convergence of credit and agri-produce markets in most places, the farmer is forced to sell their marketable surplus to the trader from whom he also obtained credit for the purchase of inputs. The trader cheats the farmers both on the price and the weight. These traders further have linkages with the Commission Agents in Market Yards, which is the hub of major marketing activity. With several rules in place and the market yards given a near monopoly to allow the items move out of their area only upon the payment of market cess, the farmers are unable to take advantage of higher prices in the other markets nearby. 
 
Spot or Open markets 

Open markets are initiated in some States (e.g. Karnataka and AP) where producers and consumers can transact business without middlemen. The producer is still subject to issues of high price variability and transport costs remain high.

Cooperatives

The cooperative movement has penetrated deep into India, very significantly in financial intermediation. The total membership of the Short Term Cooperative Credit Structures (STCCS) being some 120 million people of which loans to small and marginal framers constitute some 52% by number. Due to financial impairment credit cooperatives are slowly losing their capacity to meet the credit needs of agriculture.  Such impairment includes state intrusion and weak financial regulation.  

The Department of Agriculture and Cooperation, Ministry of Agriculture
 supports the Strengthening the cooperative movement through National Cooperative Development Corporation (NCDC), National Agricultural Cooperative Marketing Federation of India Limited (NAFED) and National Cooperative Union of India (NCUI).

The National Policy for Farmers (2007) states that “Cooperatives have an important role to play in banking, input supply, marketing, agro-processing and other agribusinesses to protect farmers from the vagaries of existing imperfections in the supply of inputs, production, value addition and marketing. Cooperatives should function as economic enterprises and not as an extended arm of the state. They require an entrepreneurial approach, competitive edge through suitable enterprise focus and strategic alliances with private and public sector units. Appropriate mechanisms would be put in place so that farmers have greater control of the market channels and improve profit opportunities through cooperatives and SHGs”.
One of the most successful models, renowned internationally is the work of the cooperative movement in the dairy sector. Dairy Cooperatives generate employment opportunities for 11 million families.

The National Dairy Development Board (NDDB) has developed a cooperative model for procurement and marketing of milk and milk products. Under the banner of SAFAL, NDDB began the marketing of fruits and vegetables for both domestic and export markets. Currently there are some 75 associations throughout the country with a total membership of some 15,000 growers selling through their own retail outlets in and around Delhi. The beneficiaries are mainly small-scale farmers in more remote areas.

Contract farming

This model is relatively new in India – examples include Nestle India Ltd in the Punjab procuring milk from some 90,000 farmers (2002 data) – mostly small-scale producers. The company provides inputs services.

The government can foster the development of contract arrangements by facilitating the growth of producer groups/organisations and support the legal environment of contract law and its enforcement. Contract farming assumes the necessary amendments of the state Agricultural Produce Market Act to allow farmers to sell direct to agribusiness.

Base of the pyramid models provide a platform for multiple service provision of input and output sides of the farm-to-consumer value chain with a particular focus on the poorer households.  India is leading in innovation in such models.

	DCM Hariyali Kisaan Bazaar chain in India seeks to empower the farmer by setting up centres which provide all encompassing solutions to farmers under one roof.  Individual centres operate a catchment radius of approx. 25 km, cover agricultural land of 30-40,000 ha, and impact on some 15,000 farmers. 
Activities

· Support to improve the quality of agriculture – through a team of qualified agronomists 

· Quality agricultural inputs at fair prices

· Financial services including access to modern retail banking and farm credit through simplified and transparent processes, insurance etc. 

· Farm output services including warehousing, access to new markets and output related services - IT market services 

· Other products and services - fuels, consumer goods and durables, apparels, etc. 

Key lessons

· Public and private sectors can collaborate and create, respectively, an enabling environment and efficient delivery

· Private sector should create multiple revenue streams based on transparent and effective participation in both input and output value chains

· Only commercially sustainable business models will create long term impact on rural economy

Rajesh Gupta, President, DCM Hariyali Kisaan Bazaar. International Conference, March 2008. Beijing PRC www.regoverningmarkets.org 


3.4
Growth of agribusiness 

China and India are pace-setters for the third wave of global transformation on agrifood retail (Reardon and Berdegué 2006) and will influence the development of agrifood markets in developing regions on into the 21st century. They were the foremost destinations for retail FDI in the world in 2004, with India ranking first and China second in the AT Kearney “Global Retail Development Index” in 2005 and 2006. In China, modern retail has roughly 10% of national retail, and 30% of urban food markets whereas the national share in India is less than 5%. (Sources vary on this, with McKinsey (2001) reporting 2%, Singh (2004) reporting only 0.4%. Suffice to say the share is low, and market is still quite traditional and fragmented (Anand and Nambiar 2004)). It is somewhat anomalous that they are “late comers”, in the third wave, as their demand side characteristics (income, absolute size of the middle class population, urbanization rate, share of women in the workforce) make them similar to many countries in the second wave, which had supermarket “take off” some 5-7 years earlier. The main reason for the lag was policy – in the form of severe constraints on retail FDI that were progressively relaxed in China and Russia in the 1990s and partially relaxed in India in 2000 and possibly/apparently set for a further relaxation in the next few years. India is perhaps a decade behind China in FDI liberalization, essentially at the point of stiff regulation of and limitation to joint ventures with foreign chains that characterized China in the mid 1990s. Fuller liberalization will happen in the short-medium term - indeed this is taking place at this time.
[image: image2.emf] 

From Sanjeev Asthana, President and Chief Executive, Reliance Retail Ltd., 2008
Asthana (2008) noted that new agriculture supply chains are emerging India removing non-value adding intermediaries. Partnerships with value adding intermediaries of the supply chain seek to transfer technology, streamline processes and maintain quality.

3.5
National Policy for Farmers

The National Commission on Farmers chaired by Dr M.S. Swaminathan submitted five reports and the key elements of the emerging recommendations are embedded in the National Policy for Farmers (2007).

	The major goals of the National Policy for Farmers are:

(i) To improve economic viability of farming by substantially increasing the net income of farmers and to ensure that agricultural progress is measured by advances made in this income.

(ii) To protect and improve land, water, bio-diversity and genetic resources essential for sustained increase in the productivity, profitability and stability of major farming systems by creating an economic stake in conservation.

(iii) To develop support services including provision for seeds, irrigation, power, machinery and implements, fertilizers and credit at affordable prices in adequate quantity for farmers.

(iv) To strengthen the bio-security of crops, farm animals, fish and forest trees for safeguarding the livelihood and income security of farmer families and the health and trade security of the nation.

(v) To provide appropriate price and trade policy mechanisms to enhance farmers’ income.

(vi) To provide for suitable risk management measures for adequate and timely compensation to farmers.

(vii) To complete the unfinished agenda in land reforms and to initiate comprehensive asset and aquarian reforms.

(viii) To mainstream the human and gender dimension in all farm policies and programmes.

(ix) To pay explicit attention to sustainable rural livelihoods.

(x) To foster community-centred food, water and energy security systems in rural India and to ensure nutrition security at the level of every child, woman and man.

(xi) To introduce measures which can help attract and retain youths in farming and processing of farm products for higher value addition by making it intellectually stimulating and economically rewarding.

(xii) To make India a global outsourcing hub in the production and supply of the inputs needed for sustainable agriculture, products and processes developed through biotechnology and Information and Communication Technology (ICT).

(xiii) To restructure the agricultural curriculum and pedagogic methodologies for enabling every farm and home science graduate to become an entrepreneur and to make agricultural education gender sensitive.

(xiv) To develop and introduce a social security system for farmers.

(xv) To provide appropriate opportunities in adequate measure for non-farm employ


Source: http://agricoop.nic.in/NPF/npff2007.pdf 

This was set within the listing of other recent significant initiatives which have already been taken in recent years by the government to reverse the downward trend in agricultural production and to find sustainable solutions for strengthening the farmers’ livelihood and income. 

Some of these important initiatives include: (i) Bharat Nirman [EXPLAIN]; (ii) National Rural Employment Guarantee Programme; (iii) National Horticulture Mission; (iv) Expansion of Institutional Credit to Farmers; (v) Establishment of the National Bee Board; (vi) Establishment of the National Rainfed Area Authority; (vii) Establishment of the National Fisheries Development Board (NFDB); (viii) Watershed Development and Micro Irrigation Programmes; (ix) Reforms in Agricultural Marketing and Development of Market Infrastructure; (x) Revitalisation of Cooperative Sector; (xi) Agri-business Development through Venture Capital Participation by the Small Farmer Agri-business Consortium
; (xii) Reform and Support for Agriculture Extension Services; (xiii) National Rural Health Mission; (xiv) National Food Security Mission; (xv) Rashtriya Krishi Vikas Yojana to incentivise the states to invest more in agriculture; (xvi) Integrated Food Law; (xvii) Legislative Framework for Warehousing Development and Regulation; (xviii) Protection of Plant Varieties and Farmers’ Rights (PPVFR) Act, 2001; (xix) National Bamboo Mission and (xx) Knowledge Connectivity through Common Service Centres (CSC) and IT initiatives.

In efforts to specifically address rural poverty, the Government of India has put in place the National Rural Employment Guarantee Act, 2005 (No. 42 of 2005)
. This provides that the State Government is to provide to every household, whose adult members volunteer, not less than one hundred days of unskilled manual work in a financial year. Every person who undertakes this work is entitled to receive wages at the wage rate for each day of work.  Additional to this Act there are a number of schemes that support social transfers for the rural poor including women and children.
3.6
Farmer Organisations

In the context of “empowering farmers in the market”, the National Policy for Farmers (2007) states that farmers organisations and cooperatives will be encouraged. It specifically includes promoting agro-processing industry and the removal of constraints in order to improve the negotiability of warehouse receipts. Appropriate measures would also be introduced to mitigate price risk and enable stakeholders in particular the farmer to hedge their risks.

Methods of achieving economies of scale by small and marginal farmers through farming groups would be popularised to enhance yield and income. Women would be encouraged to participate in such group activities. The following are some of the methods which may benefit the small and marginal farmers for gaining efficiency and economies of scale in their farming operations.

Farmers of the Future – National Policy for Farmers (2007)

	(i) Cooperative Farming and Service Cooperatives: These have been successful in the case of the dairy industry. Marketing cooperatives are successful since members cooperate on the basis of enlightened self-interest. Other forms of service cooperatives are slowly emerging, but the pace needs to be accelerated. Small farmers’ cooperatives would, therefore, be encouraged and supported to take up activities such as processing, value addition and marketing of agro products.
(ii) Group Farming by SHGs: SHGs for supporting micro-enterprises operated by women with the help of micro credit have been highly successful. With the growing

diminution in the size of operational holdings, it will be useful to promote SHGs and commodity based farmers’ organisations at the production end of the farming

enterprise by encouraging groups for consolidating farming activities. 
(iii) Small Holders’ Estates: The formation of small holders’ estates, for example, in cotton, horticulture, medicinal plants, poultry and aquaculture will help promote group

cooperation among farmers living in a village or watershed, or the command areas of irrigation projects. Agri-clinics and agri-business centres would be linked to such estates.

(iv) Contract Farming: 
A code of conduct for contract farming or a model contract will be developed to meet the commodity specific requirements. Farmers will not be alienated from their land

under any circumstances under contract farming. State governments may set up a monitoring committee involving farmers to encourage a farmer-friendly contract farming system.

(v) Farmers’ Companies: Private limited companies, registered under the Companies (Amendment) Act, 2002, are now coming into existence in the area of seed production, the production of biofertilizers, bio-pesticides and other forms of biological software essential for sustainable agriculture. Small farmers and the SHGs would be associated in such companies as stakeholders and not just as shareholders.

(vi) State Farms: State farms inter alia, would also be used for developing Living Heritage Gene Banks of the germ plasm of local crops and breeds of cattle, sheep and poultry in order to preserve the plant and animal genetic wealth.


Source: National Policy for Farmers (2007)

Self Help Groups

Drawing on the work of Tankha (2002), while the term ‘self-help group’ or SHG can be used to describe a wide range of financial and nonfinancial associations, in India it has come to refer largely to a form of Accumulating Saving and Credit Association (ASCA) promoted by government agencies, NGOs or banks. These groups manage and lend their accumulated savings and externally leveraged funds to their members.

SHGs have varied origins, mostly as part of integrated development programmes run by NGOs with donor support. The major programme involving financial intermediation by SHGs is the SHG-bank Linkage Programme. This Programme was launched in 1992 by National Bank for Agriculture and Rural Development (NABARD), the apex bank for rural development in India. By March 2002, the programme covered 7.8 million families with 90 per cent women members. On-time repayment of loans was over 95% for banks participating in the programme. It also involved 2,155 non-government organizations (NGOs) and other self-help promoting institutions. NABARD’s corporate mission is to make available microfinance services to 20 million poor households, or one-third of the poor in the country, by 2008. However, there is at present a high degree of concentration in the southern states, with just two states, Andhra Pradesh and Tamil Nadu accounting for more than 66% of the SHGs linked to banks.

The outreach of SHG-bank linkage may seem impressive, but in the context of the magnitude of poverty in India and the flow of funds for poverty alleviation, it represents a very small intervention. Only about one-third of the SHG members are able to access loans out of external funds in the initial years.

Self Help Groups - Tamil Nadu: an example
	A Self Help Group (SHG) is group of rural poor who have volunteered to organise themselves into a group for eradication of poverty of the members. They agree to save regularly and convert their savings into a Common Fund known as the Group corpus. The members of the group agree to use this common fund and such other funds that they may receive as a group through a common management. The group formation will keep in view the following broad guidelines:

Generally a self-help group may consist of 10 to 20 persons. However, in difficult areas like deserts, hills and areas with scattered and sparse population and in case of minor irrigation and disabled persons, this number may be from 5-20. The difficult areas have to be identified by the State Level SGSY Committee and the above relaxation in membership will be permitted only in such areas.

Generally all members of the group should belong to families below the poverty line. However, if necessary, a maximum of 20% and in exceptional cases , where essentially required, up to a maximum of 30% of the members in a group may be taken from families marginally above the poverty line living contiguously with BPL families and if they are acceptable to the BPL members of the group. This will help the families of occupational groups like agricultural labourers, marginal farmers and artisans marginally above the poverty line, or who may have been excluded from the BPL list to become members of the Self Help Group. However, the APL members will not be eligible for the subsidy under the scheme. The group shall not consist of more than one member from the same family. A person should not be a member of more than one group. The BPL families must actively participate in the management and decision making, which should not ordinarily be entirely in the hands of APL families. Further, APL members of the Self Help Group shall not become office bearers (Group Leader, Assistant Group Leader or Treasurer) of the Group.

The group should devise a code of conduct (Group management norms) to bind itself. This should be in the form of regular meetings (weekly or fortnightly), functioning in a democratic manner, allowing free exchange of views, participation by the members in the decision making process.

The group should be able to draw up an agenda for each meeting and take up discussions as per the agenda.

The members should build their corpus through regular savings. The group should be able to collect the minimum voluntary saving amount from all the members regularly in the group meetings. The savings so collected will be the group corpus fund.

The group corpus fund should be used to advance loans to the members. The group should develop financial management norms covering the loan sanction procedure, repayment schedule and interest rates.

The members in the group meetings should take all the loaning decisions through a participatory decision making process.

The group should be able to prioritise the loan applications, fix repayment schedules, fix appropriate rate of interest for the loans advanced and closely monitor the repayment of the loan instalments from the loanee.

The group should operate a group account preferably in their service area bank branch, so as to deposit the balance amounts left with the groups after disbursing loans to its members.

The group should maintain simple basic records such as Minutes book, Attendance register, Loan ledger, General ledger, Cash book, Bank passbook and individual passbooks. The sample proforma for maintenance of above records by the group is in the Annexure II for guidance. These could be used with necessary changes/ modifications wherever required.

50% of the groups formed in each block should be exclusively for the women. In the case of disabled persons, the groups formed should ideally be disability-specific wherever possible, however, in case sufficient number of people for formation of disability-specific groups are not available, a group may comprise of persons with diverse disabilities or a group may comprise of both disabled and non-disabled persons below the poverty line.


Source: http://www.tn.gov.in/dtp/shg.htm 

3.7
National and state farmers’ movements

There is no single overarching farmers union or movement in India. There are a number in farmer’s movement, unions and farmer lobby groups in India, some national and some operating at state level. Some are registered as political. Their representation may differ by region due to commodity focus and indeed their representation of the smaller farmers/rural workers or larger scale farmers. There is not always consensus of key policy issues between groups for example on GMOs.  In some cases their actions in mobilisation of members have lead to arrests of leaders. 
Groups include:

The Federation of Farmers Associations (FFA) based in Andhra Pradesh
Federation of Farmers’ Associations (FFA) is unified, independent grassroots apolitical farmers organization with programmes and action plans in place to contribute to rural development. FFA has been envisioned on the premise of making agriculture into a profitable occupation, resurrecting the farmer, and restoring his dignity and social equity. FFA evolve proactive strategies and action plans to mobilize public investments in infrastructure development while providing greater impetus to private investment. It lobbies governmental and non governmental bodies and institutions to support strategies and plans that help accelerate the growth of the rural economy. It fosters the latest information technology and biotechnology practices to better the lot of the farmer.
The Consortium of Indian Farmers Associations (CIFA) based in New Delhi

The CIFA seeks to represent on behalf of Farm Sector, to the Government of India, the Planning Commission and other concerned authorities on the formulation of policies of agriculture, including export import policy, taxation policies, restrictive trade policies, agricultural reforms and for allocation of adequate budget, based on its contribution to National GDP and also on the basis of population, relying on agriculture and allied activities. CIFA works to provide employment security, income security and social security of all rural people as per the provisions of the Constitution.
Indian Farmers and Industry Alliance 

Indian Farmers & Industry Alliance (IFIA) was set up for empowering farmers through partnership. It is a joint venture between Federation of Farmers Associations and Confederation of Indian Industry (CII) which is India’s leading Apex Industry Association. Its objectives are identifying important issues for agriculture development, welfare of farmers, growth of agro-based industries and exports. It seeks to pursue them with Government of India, Planning Commission, Financial Institutions, Members of Parliament, intellectuals, international organizations and others in order to develop favourable policies, obtain resources, build infrastructure and initiate other appropriate measures.
The Farmers Coordination Committee

A Network of New Farmers Movements in India with some 25 member organisation. FCC presents a lobby agenda in particular on WTO negotiations, agribusiness concentration and GMOs but also develops and shares views on key Government of India Acts relating to agriculture and trade. It links with La Via Campesina: the international peasant movement on key issues such as WTO.

Others include the Kisan Coordination Committee (KCC), the Shetkari Sanghantna (SS) and Farmers for Freedom.
The prevailing state of agriculture has propelled MPs with agricultural background and interested in welfare of farmers to establish Parliament Members Farmers Forum. The Members comprising from both the houses of Lok Sabha and Rajya Sabha is established to hold regular interactive sessions for identifying issues and pursuing them in Parliament, Government, and others.

3.8
Critical factors affecting access to existing and emerging markets opportunities for smallholder farmers
Foster vertical integration

It is essential to foster the emergence of vertical integration between chain actors from farm, through wholesale- processing to market retail in both commodities and high value agriculture to add value for all stage of the chain. The dairy and sugar industries are delicensed. For commodities such as groundnuts and mustard oilseeds which are currently reserved for the small-scale industries, such delicensing is awaited. 

Food safety, sanitary and phytosanitary standards and the related legal framework and enforcement are essential accompanying measures for agric-food market transformation.

To accompany agrifood market transformation requires accompanying measures on the supply side which may include enabling small-scale producers to increase the size of their operational holdings – through for example opening up and enabling the land lease market, developing new models for securing credit access and liquidity within the market chain.

Primarily production centres of high value commodities are largely concentrated with small-scale producers. Although there is some evidence to suggest that such producers can be more efficient in their production (Jha 2001), their small scale of production, small marketable surplus and lack of access to markets makes transaction costs too high for such producers to gain benefit from such diversification into higher value agriculture. Small scale producers are constrained by
· Lack of access to markets

· Limited marketable surpluses

· Perishable nature of their products

 Secure Private Sector Development

Preference given to cooperatives and public sector firms may enable the pace of development and investment of the private sector. If the potential for high value agriculture is to be fully unleashed, legal impediments that restricts the entry of the private investor in marketing storage and processing need to be addressed and lifted

Preferential treatment given to cooperatives and public sector concerns in the form of corporate tax exemption, subsidised finance limited private sector interest in the sector and creates an uneven playing field. Further private sector investment may be anticipated if the legal environment were addressed.

On “Ease of doing business” India is ranked 122 out of 181 economies in the World Bank’s 2009 Ease of Doing Business Report.
Ease of Doing Business in India 2009

	Indicator
	Rank

	Ease of doing business
	122

	Starting a business
	121

	Dealing with construction permits
	136

	Employing workers
	89

	Registering property
	105

	Getting credit
	28

	Protecting investors
	38

	Paying taxes
	169

	Trading across borders
	90

	Enforcing contracts
	180

	Closing a business 
	140


Source: World Bank, 2008

Strengthen research and investment
Although the share of the non grain component of the total value of agriculture is already more than half, this component does not receive a commensurate level of attention and resources in research and investment in marketing, storage and processing (Joshi and Gulati 2007).
Refocus research to market chain requirements. 
Innovate in ICT

Empowering farmers with the right information at the right time and place is essential for improving the efficiency and viability of small and marginal holdings. Mass media, particularly the radio, television and local language newspapers, will be used to play an important role in this regard.  The National Policy for Farmers states that “the potential of ICT would be harnessed by establishing Gyan Chaupals in villages. Further, the common service centres of the Department of Information Technology, Government of India and those set up by the state governments and private initiative programmes will be evolved for inclusive and broad-based development. Thus, the structure of the ICT-based knowledge system would, inter alia, include setting up of such village centres. Last-mile and last person connectivity would be facilitated with the help of technologies such as broadband internet, community radio, or internet-mobile phone synergies”.

Build market risk management mechanisms 

There is a growing interest in innovative models to enable farmers to secure better prices for their production. The Warehouse Receipt Systems (WRS) enables farmers to hold back grain from the market and use the grain as collateral against short term credit. This again requires the necessary institutional and legislative environment to be effected. 

4 
Key issues and opportunities

The key issues in the above context and in relation to empowerment of small farmers are:

· Sharing models of what works, why and good and innovative practice in India in empowering farmers in markets

· Understanding model of self help groups that can emerge to form effective business operation for collective marketing 

· Building platforms for dialogue at State and sub-state levels for (commodity) market chain planning, and action for better market access

· Integrating national research to meet policy needs for farmers, and to develop techniques that can be adapted by the small farmers (or are at least scale neutral).

· Improve the system of data collection and dissemination regarding acreage under cultivation, relevant applications (pesticides – organic or otherwise, fertilizer, manure, etc.) at different stages of the crop and pest, and market prices.

· Synthesis and use of research “evidence” on agriculture and farming issues

· New business models linking farmers to “differing scale and type of modern intermediaries” for better markets for the poor.  Inclusive modern agribusiness

· Investment into agricultural extension to facilitate production for markets is needed. The present extension ignores aspects like phyto-sanitary conditions, optimal use of fertilizers and pesticides, etc.

· Research into the impact of different and specific policies and or interventions of different categories of farmers

· Mobilization of farmers and their organizations at regional and national levels, so that the farmers’ organisations emerge as a force to reckon with. 
· Collectivising the farmers’ marketing operations can reduce the transaction costs involved in marketing their produce. However, given the heterogeneity of the produce and constraints in the available human resources staggers the harvest of the members and makes it difficult to obtain a uniform quality of the produce. Therefore, a lot of investment has to be made in social mobilization and sensitizing the farmers about coordinating their operations to get the advantages of collectives and scale.

· The experiments done to link the producer organisations with the consumer organisations should be studied and the best practices replicated. Pressure needs to be put on the government to ease the restrictions on such transactions.

· Most essentially, the cost of insurance of the commodities in the warehouse has to be brought down, and efforts need to be made to institutionalise credit based on warehouse receipts, particularly in the rural areas. The government schemes exist to support these efforts, but currently their off-take is limited.

Part 2

Annexes

Annex 1
Description of the NFO and related country FOs 
Karnataka State Red Gram Growers' Association

The association was started in 1999 and formally registered in 2002. The current membership of the association stands at 11,000 farmers. Most of the members come from the gram growing areas of Gulbarga, Bidar, Bijapur and Raichur.

The farmers at the village level are organised into village level committees. These are groups of 10-20 farmers growing red gram. In a larger village, there could be more than one village level committee. These are essentially commodity based groups and have the commodity as common interest. The farmers groups are informally federated at revenue circle level, where one representative from each of the village level committee attends the meetings and discusses the issues. The next tier is the mandal committee, which are in turn federated into the district committee. The district committees are federated at the state level into a State Committee/Association. Only the state level committee is registered. 

The association deals primarily with red gram, but also supports the lower tiers in dealing with crops grown by its members like horse gram and jowar. Further, the association coordinates or guides other committees in dealing with other products also. Its efforts paved way for the formation of Karnataka State Tuvar Board, where in the Karnataka State Red Gram Growers' Association is also represented. 

The Association focuses on the following four major result areas:

· Reduction of cost of production. Towards this the Association promotes organic farming and seed selection based on local seeds. As most of the area from which the members come is dry land, the system of cultivation advocated by Palekar is promoted. Towards this, the Association focusses on training its members on these issues.

· Increase in production: This done by closely following crop geometry, and matching crop management to the local conditions. The Association takes up capacity building of the farmers before the intervention is taken up in this regard. To identify the practices that match local conditions and to advocate this match among the farmers, the Association has also organised a South Indian Pulse Farmers' Workshop.

· Lobbying for more price for farmers. With the efforts of the Association, Government of Karnataka accepted to add 30-35% to MSP declared by Central Government, and is continuing this since 2002-03. This ensured that the farmers get a realistic remunerative price. Just after this remunerative price was declared by the Government, the market price increased and the farmers benefited since then even in open market sales.

· Lobbying with government for more policy changes, budgetary allocations and more schemes for farmers. The Government of Karnataka has accepted to provided country cow free of cost to marginal farmers, starting with SC and ST farmers. This would not only aid in income for the family, but also provide the required fertiliser for the farmer to switch to organic cultivation. During the last financial year, Rs.100 crore was allocated to encourage organic farming in the state. State Agricultural Mission has been formed to design programs for encouraging farmers. The programs of this Mission are implemented through farmers' institutions. Organic Farmers' Family Trusts are formed at mandal level, which are federated at the State level. From each village, a minimum of three farmers are members in the Trust. Till date, about 175 such Organic Farmers' Family Trusts were formed. The state level federation is a registered body. The efforts of the Association were also fruitful in the government accepting to create Rythu Samparka Kendra (Farmer Facilitation Centres), which work on provide extension services. 

The agri-produce is auctioned in the APMC, when the farmer brings the produce to the market. In this process, the buyer had the ways and means of exploiting the farmer and buying at lower prices. The buyer had the right to reject the offer made by farmer wherein the farmer had to wait in the market for the next auction. Due to the intervention and pressure mounted by our organization, the system changed. The buyer is made to file a written tender for the purchase of agri-produce and the right to either accept or reject the offer is given to the farmer. Thus, the auction system, which is a vestige of the British rule, has been put to an end. This intervention not only empowered the farmers but also contributed to an increase in the income of the farmers. 

The Association also works to provide sustainable markets to the farmers. It focuses on fostering collaborative arrangements between public and the farmers. It is also trying to get subsidy on seed purchase even in the cases where seeds produced in the local village are purchased. 
Indian Farmers' Association, Punjab

This was started in 2008 by Satnam Singh Behru. Earlier he was part of Bharat Kisan Union (BKU), an affiliate of a political party. However, he was disillusioned by the work of BKU and its distancing from the farmers' problems. 

Punjab has a long history of farmers' organisation. In 1973, the MSP for wheat was Rs.73. This was reduced by Re.1, affecting the farmers adversely. This was the starting point of farmer unionisation in Punjab. As a result of the efforts to unionise the farmers, Kheti Bari Union was formed in Ludhiana. Later this became BKU. But due to politics taking a forefront in the organisation, the farmers became disorganised. Hence, there was a need to start the efforts to organise the farmers once again, which is being taken up by IFA.

IFA works in 8 districts, with the main focus being paddy farmers. There are 600 gram workers, who are the link between the farmers and the organisation. IFA's main focus is on problems of farmers with respect to the mandi and corruption. Towards this, it has adopted the following four main strategies:

1. Visiting and inspecting mandis and transactions in the mandis

2. Political agitation to secure benefits to the farmers

3. Representations to the Executive for the above purpose

4. Legal battles on behalf of the aggrieved farmers.

The following are among the highlights of its work:

· Factories producing super phosphate were cornering subsidy without actual production. Thus, the subsidy was not reaching the farmers. Sufficient facts were gathered in this regards and cases lodged against all the officers concerned.

· There are 9 lakh electrified tube wells in Punjab. However, the power supply during paddy season was very erratic. Following a lot of political struggle and representations, government promised 8 hours of power supply to the farmers.

· A lot of case studies are being gathered to show the actual cost of cultivation. This data is being used to lobby for a higher MSP for paddy.

Mulkanoor Cooperative Rural Bank and Marketing Society Limited

Shri A.K Viswanath Reddy established the Mulkanoor multi purpose cooperative in 1956 along with his friends. This was registered under 1964 Act. This was re-registered in 1995 under MACS. 

The Mulakanoor multi cooperative stared by disbursing short-term crop loans. Medium term loans for electrical peripherals were commenced in 1957-58. Three seventy five individuals from 14 villages with in 10 minutes radius from Mulkanoor, joined together to form the bank and the founder Shri Reddy collected a total share capital of 2300. The multi cooperative gradually spread its activities to cover every conceivable services required by a farmer. 

Activities of the Bank

In the beginning the services provided were short crop loans and these were recovered fully after harvest. There after they carefully increased their services to the members. The present range of services can be broadly classified as 

1. Financial services 

2. Input supply service 

3. Marketing 

4. Consumer services 

5. Welfare service

Financial services
Mulkanoor Bank offers the following credit services:

1. Crop loans—seasonal loans /short term loans of Rs.2500-25000/acre as per the crop.

2. Medium term loans –in kind as in the cases of pipe lines, motors, etc. For this they collect ¼ th of total loan as contribution from members. Bank supplies the loan in kind i.e. it buys the required thing and gives it to the members.

Repayment: Short-term loans should be repaid at harvest (probably after 6 months) and medium term loans (based on the loan) at 6 months interval. 

One member gets one crop loan and 3 medium term loans at a time based on the land/ asset value, and he has to get 2 members security of the same village.

Input supply

Cooperative supplies seeds, fertilizers, pesticides, sprayers, pump sets and accessories, pipe lines, electric motors, seedlings, poultry feed, medicines, poultry shed building material, diesel and any other quality inputs that a large enough number of members may need to undertake production. The cooperative has three seed plants and seeds for supply to the members are procured from these farms. Other items are purchased from the manufacturers and sold to members.

The cooperative has trained staff to give technical advice to members in soil testing, pest attack, and introduction of new agricultural practices.

Marketing services

Mulkanoor cooperative rural bank purchases the paddy produced by its members, stores it, process it, and sells it in the market. It owns raw rice mill plant, par-boiling rice mill plant and has space to store over 21,000 MT of grain. The produce is collected from 14 villages and sold after processing within and outside the state. They also have a cotton ginning plant.

Consumer service

They run consumer stores for the benefit of members, where items of daily consumption (including non-edible items) are sold. Although these shops do not bring in profit they have found it necessary to run them as it provides service to the members.

Welfare activities

· Electrification of the village and farms.

· Dig bores for drinking water facilities. While the bank bears the cost of drilling, members contribute material cost. (hand pumps)

· Organisation of family planning camps and eye camps with the help of family welfare department.

· Life insurance service for members through LIC and GIC.

· Mutual family welfare fund - Relief to the family of deceased members in addition to a small contribution of Rs.1000/- towards funeral expenses.

· They also have Janatha accidental policy to all the members. Group insurance policy to which each deceased member’s family will receive Rs.50,000.

· Scholarship fund to the merit students of the local high schools.

7th class Rs.500/- per year.

10th class Rs.1000/- per year.

Organisation structure

General body of the society consists of all the user members, and all are agricultural farmers. 15 members are elected as managing committee including a President with a term of 5 years and once in every 20 months there will be election to 5 seats in staggered term.

Managing committee meets at least once in a month and general body meets at least once a year. The staff is from the 14 villages (mostly relatives of the members). The staff is led by General Manager, and is accountable to the cooperative society.

Financial sources

· State Bank of Hyderabad.

· National Cooperative Development Corporation.

· Govt. of Andhra Pradesh.

· Member’s investment.

Thrift and Credit cooperatives

Thrift and credit cooperatives were promoted to meet the credit needs of the women who cannot go out to get loans from moneylenders and banks. But now there are men cooperatives functioning. Savings and loans are the basic activities seen amongst individuals and families. And the small savings (Rs.20 per month) of people, put together could generate enormous resources. Thrift cooperatives are small organisations where people save regularly. This builds a common corpus, which is used to lend small loans to the members to meet their financial needs.

Several cooperatives in an area join together to form an Association (samithi) of thrift cooperatives. The Association assists and strengthens its cooperatives by giving support, advice and suggestions to resolve issues. It conducts a monthly audit, approves loans, provides insurance facilities, conducts elections and helps cooperatives to register themselves. It is also involved in activities like holding training programmes and publishing the annual reports of the member cooperatives.

Activities

The cooperatives conduct daily transactions like a bank. The members of cooperatives are divided into small segments. Each of these segments is given a specific date on which they can pay their compulsory thrift and loan instalments. Loans are also disbursed to the allotted members of that segment on the same day.

· Loans are given based on both the quantum of fixed savings till date and the current financial need of the member.

· Loans on recurring and fixed deposit schemes where 75% of the deposit amount can be taken as loan. Loans should be repaid by monthly instalments which are spread over 1-3 years depending on the loan amount.

The interest rate on loans is fixed depending on the total savings of the members of the thrift cooperatives.
	Savings of thrift cooperative
	Rate of interest per annum

	Up to Rs.5 lakh
	24%

	Above Rs.5 lakh and up to Rs.10 lakh
	21%

	Above Rs.10 lakh
	18%


Loans taken on the recurring and fixed deposit have to be paid back with an interest, which is 3% more than that on the deposit.

Joint Liability groups

A five member joint liability groups (JLG) is a concept where the group recommends one loan application in a month from one of its members. It has the responsibility of assessing the need and purpose of the member who applies for the loan, deciding the sanctioning of the loan and the repayment schedule. The other four members stand as guarantors.

Debt relief assurance scheme (DRAS)

This scheme allows complete debt relief to the family of the deceased member and also protects the guarantors and the cooperative from loss. DRAS operates at the Association level and joining the scheme is optional for the members. The members who join in the scheme only get the benefit of the scheme. This amount depends on the age of the member. For example, the premium to be paid by a member in the age group of 18-35 years is Rs.500, for which the insurance amount is Rs.10,000. But, if the member does not repay three continuous instalments, she does not get the benefit of insurance. 

If any body wants to take back their money before three years, they will get their deposit only but not bonus.

Paddy Seed Cooperative, Dharmaraj pally

Farmer’s cooperative of Dharmaraj pally used to supply seed grains to the Mulkanoor cooperative rural bank. In 1999 it was registered as seed cooperative and established a seed processing plant in Dharmaraj pally. They took a loan of Rs.12 lakh for starting the plant (purchase of land, machinery, etc). They employed one agricultural officer for technical guidance, who would conduct training programmes, and demonstrate the methods involved, apart from providing other assistance.

Activities

They get breeder seed from agricultural research stations or from agricultural university. This is supplied to all the member farmers to multiply as certified seed/ truthfully labelled seed. This is supplied to the dealers and payment is on credit basis. The seed crop is grown in over 500 acres of land. Members are given 40% of profit as bonus and remaining is allocated to different funds. They have their own processing unit, ware house, transformer and generator.

Structure

There are 150 members in the cooperative, who elect 12 members as managing committee, which in turns elects the President. They have one General Manager to look after all the activities, who is paid a monthly honorarium. Share capital is Rs.1000 per member. Only persons owing a minimum of two acres and a maximum of five acres can become members in the cooperative. The cooperative also accepts deposits from non-members and pays an interest equivalent to the rate of scheduled banks on such deposits.

Financial sources

· Loans from CDF.

· Thrift credit cooperative loans.

· Non-member savings (long term) and member savings.

· Other funds.

Trainings

· Members are trained in seed crop production techniques to get good quality seed.

· Agricultural research station and A.O also give trainings on different plant protection measures.

· They also visited Gangipalli and Porandla seed plants to interact with the members to know their functioning.

Difficulties faced

· Government decision to discourage cultivation of 1001 variety caused losses to the cooperative. Any person proposing to produce seeds has to inform the university one year in advance to get the breeder seed for multiplication. Government passed an Order to stop selling the seed after the seed was produced and thus the cooperative was in trouble. It had to sell the seed in the open market and to the F.C.I., and the whole transaction was not profitable.

· Crop failures, pest attack leads to production of low quality seed which will be rejected in the market.

· If the seed is not sold, the dealers send the seed back. Such returned seed will have to be sold in the local market. While the cost on packaging the seeds is a loss in this case, the price obtained in the local market is also lower. 

Dairy cooperative (Women Cooperative Dairy, Mulkanoor)

Women thrift cooperatives have reached considerable level of maturity in their savings and lending activities. Their own funds reached to an amount of Rs.4.46 crores by the year ending 31st December 1999, and they were able to lend sufficient money to their members for investment in income generation activities and yet have some idle funds. The idea of promotion of women dairy cooperative was actively considered as an option to use these idle funds and provide one more livelihoods option to the members.

Steps leading to the start of the Dairy

· Survey with the help of NDDB Anand and CDF, Hyderabad in Mulkanoor and surrounding 72 villages (selected for the presence of members). These surveys indicated that they could procure at least 14,000 litres per day (LPD) with existing cattle population.

· Market survey – the nearest urban market at Warangal showed that the demand for milk at that time was about 1.12 lakh LPD, while the supply was only 90,000 LPD indicating a supply gap of 30,000 LPD. Armed with this information, a dairy plant with a capacity of 25,000 LPD expandable to 50,000 LPD was planned.

· Exposure visit to Sangam dairy – Three members from each village were taken to Guntur Sangam dairy in two batches to make them understand the activities of dairy cooperative. Then the elected members were taken to Anand cooperative in Gujarat.

· After coming back they conducted meetings with all the members to share the experiences of the exposure visit.

· After several meetings and discussions they started enrolling members with a share capital of Rs. 100 per litre in case of members in WDCs. 

· They gave trainings to the members about uses of dairy cooperatives and the activities that a dairy cooperative can perform. Staff and Samithi leaders gave the training. 

· After member training, elections were conducted and the elected representatives were again training in different aspects of dairy cooperatives and their management.

· Then they recruited staff (accountants, managers, technicians etc.) and they were trained in their respective fields. 

· Four to six meetings per week were held to prepare by laws at the end.

· They obtained a loan of Rs.4 crore from NDDB to purchase the land and to install the plant and for training. This was to be repaid in eight years, with a moratorium of two years from the date on which the dairy starts functioning. 

After two years of groundwork they started their plant on 15th August 2002. A campaign was conducted by the women members (10 from each village) to advertise their milk with brand name Swakrushi. They distributed pamphlets and organised door-to-door campaign. Before this they recruited agents for this milk distribution from different villages. All the dealers were new and were selected from their 72 villages, i.e., they were relatives of the members). They supplied sample milk packets of 250 ml to all the households of Hanamkonda free of cost for three days and after that market it on their demand. 

By the beginning of 2009, the Dairy Cooperative had repaid the entire loan and could make some surplus. The cooperative then obtained regular bank loan to fund its expansions. 

Key factors for the success of Mulkanoor Cooperatives

· Continuous trainings and no compromise until they get expected results. For example, before starting the Dairy plant, they did two years of ground work and gave constant training on bye-law preparation, technical aspects, conducted exposure visits, etc.

· Not dependent on government at any stage. They never got a single rupee from the government as a grant. They framed their rules so strictly that no member wanted to take subsidies. They are self-dependant and that is the main reason for their success.

· No political interference. Even though the groups contain both poor and non poor as members they never allowed politics into the transactions of the groups. Recently they made a decision that a person or a member who wants to contest in the elections should not be a member of executive committee. But he/ she can be the member of the group.

· Devoted members and dedicated leaders. The leaders who worked for the promotion of cooperatives were honest and sincerely contributed their services for the success of the cooperatives. Of course members also followed the leaders with trust.

· Support of CDF. Constant support and technical assistance from the organisation is also one of the key factors that helped them run success fully. Role of CDF cannot be overemphasized in the success of Mulkanoor cooperatives. 

Federation of Farmers Associations, Andhra Pradesh (FFA)

Federation of Farmers Associations, Andhra Pradesh (FFA) is registered in 1998 under the “A.P. (Telangana Area) Public Societies Registration Act, 1350 Fasli (Act 1 of 1350 F) Vide registration no.3579/2000”. Sri P. Chengal Reddy is the Founder Chairman of the organization. FFA is a federation of about 1650 Grassroot level farmers’ associations, which in turn have substantial direct and indirect membership. FFA, in turn, is affiliated to its apex organization CIFA- Consortium of Indian Farmers Associations located in New Delhi.

FFA is a unified, independent, apolitical, grassroots farmer’s organization with innovative programmes and dynamic action plans to contribute to Agriculture and Rural Development. FFA has been envisioned on the premise of turning agriculture into a profitable occupation to reassure farmer and restore his dignity and foster social equity. FFA envisages accelerating all round development, economic viability and sustainability of agriculture to reduce gap between urban and rural, organized and unorganized sectors in terms of growth, guaranteed take home income and quality of life and to improve standard of living of farmers, agriculture labour and rural artisans.

FFA is governed in the State by an Executive Committee, which includes eminent people in the field of agriculture and other related fields. The farmers associations within a region elect a person to represent them at the state level, and these representatives constitute the Executive Committee. The Executive Committee elects President, Secretary, Treasurer and three Vice presidents from each of the three regions to run the activities of the organisation. 
At grass roots level, FFA takes up awareness programmes to farmers on soil fertility, quality seed, innovative culture practices, water management, pre & post harvesting technologies, agriculture crop insurance, all the programmes connected with economical well being and health of farmers agriculture and allied activities. The health sector is given considerable importance in the whole scheme of things of FFA in the sense that the farmer community feeds the whole of India and the vigour and the range of activities in other sectors depends on his and his family’s health.

FFA presently operates in 16 districts of Andhra Pradesh state with head quarters in Hyderabad. Further, FFA has branch offices in Tirupati, Chittoor, Vijayawada, Gudivada, Eluru, and Mahabubnagar. Member of the Executive Committee from that region heads each branch. 

Major Projects recently completed/ongoing

Farmers mobilization programmes

· The Agriterra, The Netherlands based Farmers organization has extended financial support for strengthening the Networking of farmers in the State 

· Providing training to farmers and establishing commodity organizations and networking them at various levels in association with AGRITERRA, The Netherlands
· Organising the farmers of Andhra Pradesh commodity wise. Until now formed commodity committees for Andhra Pradesh for the crops of Castor, Horticulture, KP Onion, Cotton etc

Horticulture value Chain strengthening

· Currently running project on ‘Farmers Forward Movement in the strengthening of the Mango Value Chain’ in Chittoor district 

· Project on provision of commercial linkages for Mango Farmers in association with GMED India – a partner of USAID

· A study on the export possibilities OF Mango to Western European countries and mapping the Indian exporters and the West European Importers
· Base line survey on the Mango value chain in Chittoor district
Mobilizing and campaigning for the cause of Sugarcane farmers

· Conduct of Sugarcane Farmers mobilization programmes in AndhraPradesh, Tamilnadu and Karnataka under the purview of Sugar factories
Market Linkages programme with Coca Cola

· Direct procurement of Mangoes from the Farmers by Coca Cola facilitated by FFA AP

Mango Farmers Training by GMED - USAID 

· The Mango Farmers were made into clusters and being trained under USAID – GMED programme on best practices of cultivation

Farmers trained in On Line Trading of MCX and NCDEX and FMC

· The FFA has conducted more than 25 training programmes in Andhra Pradesh on the modalities of On Line Trading being done under MCX and NCDEX and FMC. These programmes were helpful in not only bringing farmers closer to the Online trading but also helped the farmers with the advent of a alternative marketing channel.
Formation of Commodity Committees

· FFA facilitated the formation of Commodity committees for various crops in Andhra Pradesh formed involving the comprehensive representation of farmers across the state of A.P. Andhra Pradesh level Commodity committees formed for Castor, Cotton, Horticulture, Paddy, Sugarcane etc
Partnership with ICRISAT in improving livelihoods of Sorghum/ pearl- Millet farmers of Mahabub Nagar 

· Building Coalitions for producer – Market – Processor Linkages Sorghum for Poultry Feed Project with ICRISAT.

Promotion of NABARD VVV clubs

· National Agricultural Bank for Rural Development (NABARD), Govt. of India has asked FFA, AP to form 50 numbers of VVV Clubs and 46 clubs were formed 
Women Empowerment and livelihood improvement programmes

· Establishment of 32 Tailoring centres across the State in developing the livelihoods for Women.

Andhra Pradesh Netherlands Bio-Technology Program

· The APNBP project was taken up in Mahabubnagar district by FFA AP. The project has successfully completed the stipulated task of improving the skills of rural Women through providing adequate facilities for training and awareness on issues concerning health , nutrition to have a positive impact on health, nutrition, and Girl Child Education in the area 

Improving Livelihoods of rural farmers in partnership with DRDA through Poultry trainings

· FFA AP taken up rural farmers trainings on aspects of poultry and subsequently placed them in local poultry industries 

Social economic study projects
· Study on Tobacco and related Agricultural Subjects.

· Conducting studies on ‘Alternative Crops for Tobacco’ in association with Tobacco Institute of India, New Delhi.

Improvement of Livelihoods of Farmers through information dissemination 
· Establishing ‘Farmers Information Centre called ‘SAMADHANA KENDRA’ in association with National Informatics Centre & Indian Institute of Chemical Technology.
Training SHG groups
· Assisting SHG Group training activity in selected villages of Medak, Nalgonda & Mahaboobnagar. 

Irrigation projects

· Study on Gundlakamma river basin in Andhra Pradesh

Programmes under CAPART 

· Established 60 vermi compost units in Medak district as part of the CAPART programme

Workshops/Training programs and Awareness programs 

· Awareness Programmes on Systemic Rice Intensification (SRI) method of Paddy cultivation.

· Workshop on Commodity Committee on Spices

· Participated Biotechnology Stakeholders meeting in Europe.
· Conducting seminars on the problems of water reaching the tail end areas
· Workshop on Commodity Committee on Fruits & Vegetables in coordination with APEDA

· Awareness Programmes on Quality Parameters of Paddy in association with FCI

· Workshop on ‘Development of AP – Role of Irrigation Projects’.

· Awareness & Training Programme on Toxicology – Pesticides & Poisoning and First Aid Treatment.

· Two day workshop on pre and post harvest practices needed in Mango cultivation in partnership with APEDA

· Strengthening Mango Value Chain- a workshop in partnership with APEDA and Department of Horticulture. 

FFA’s Linkages with other Institutions

· IFAP- Member of International Federation of Agricultural Producers (IFAP), Paris. 

· AP WTO Committee- Member – State WTO Advisory Committee on Agriculture – Headed by Minister for Agriculture, Govt. of AP

· Jayathi Gosh Commission- FFA was a member of the Jayathi Ghosh commission set up by the Government of Andhra Pradesh to probe into the suicides of Farmers in the state.

· ICRISAT – Exploring Marketing Opportunities through a Research, Industry & Users Coalition – Sorghum Poultry Feed – Implemented in Mahaboobnagar District.

· BARC- Partnership with BARC in joint hosting of National Symposium on the propagation of Radiation technology.

· GoAP Task force committee on Horticulture: FFA is the member of the Government of Andhra Pradesh Task force committee on Horticulture

· Tuskegee University- Partnership with Tuskegee University of USA in joint holding of National symposium on the issues relating to Bio technology

· MANAGE – Consultant – NATP (ATMA) Project.

· APEDA- Conduct of awareness programmes and capacity building sessions for Mango farmers in Chittoor district of Andhra Pradesh

· ANGRAU- Partnered with ANGRAU in the conduct of awareness sessions and training programmes on Organic farming and Biotechnology

· NABARD: National Agricultural Bank for Rural Development (NABARD), Govt. of India has asked FFA, AP to form 50 numbers of VVV Clubs and 48 clubs were formed and the other two are on the way.

· Confederation of Indian Industry (CII) – Member – Sub-Committee on National Agriculture Council.

· Indian Farmers & Industries Alliance (IFIA) – Co-Chairman.

· Parliament Member Farmers Forum (PMFF) – Coordinator.

· PTRFF: Assisting in Biotechnology Propagation in association with “PEDDIREDDY THIMMA REDDY FARM FOUNDATION’.

· FAPCI: Membership in the board of FAPCI Andhra Pradesh in the Rural Development sub committee.

· Forward Market Commission: The regulatory body for monitoring the commodity transactions in stock exchanges is involved with FFA in conducting various awareness sessions throughout the country

· MCX and NCDEX; FFA is involved with these two Commodity stock exchanges in conducting the awareness sessions for spreading the concept of online trading and making farmers access the online platform.

· BARC: FFA has involved with Babha Atomic Research Centre (BARC) in dissemination of Space technology for agriculture and Irradiation technology to the people.

· APSRAC and NRSA: Along with BARC and these organizations FFA has conducted number of sessions in different districts of the state for dissemination of Space technology to the farmers.

HOPCOMS Bangalore

(Source: Report of the Working Group on Agricultural Marketing Infrastructure and Policy for XI Five Year Plan of Planning Commission)

The present HOPCOMS was established as ‘The Banglore Grape Growers’ Cooperative Marketing and Processing Society Limited’ (BGGCOMS) on 10th September, 1959 with the main objective of encouraging grape vine cultivation by providing the required inputs, technical know-how, marketing facilities etc. The society started handling fruits and vegetables apart from grapes since 1965. In 1983, the name of the society was changed as ‘The Banglore Horticultural Producers’ Cooperative Marketing and Processing Society Limited (BHOPCOMS) and subsequently in 1987 it became HOPCOMS.

The membership of the society consists of four categories viz. ‘A’ class members, who are the producers of horticultural crops in the area of operation, ‘B’ class members, who are admitted as associate members and include cooperative institutions, ‘C’ class earmarked for the Government of Karnataka, and ‘D’ class members comprise traders and commission agents. The society is authorized to raise share capital worth Rs 10 crore by issuing 4.9 lakh shares to ‘A’ class, 10,000 shares to ‘B’ class and 5 lakh shares to the Government. Each share is valued at Rs 100.

The jurisdiction of the society extends to eight districts of Karnataka, namely Banglore (both rural and urban), Mysore, Dakshina, Kannada, Kolar, Mandya, Tumkur and Shimoga. The society has one branch each in six districts barring Shimoga and Banglore (Rural). HOPCOMS is run under the guidance of the Department of Horticulture and is managed by a Board of Management consisting of 15 members – 11 elected from ‘A’ class and four Government nominees. The director of Horticulture is Ex-Officio President of the society. However, since 1992-93, the president is elected from among the ‘A’ class members. A senior class I officer of the Department of Horticulture is the Managing Director of the society. One Joint Registrar of Cooperative Societies and Special Officer (Grape Development) from the Department of Horticulture are the other two Government nominees.

The main business of HOPCOMS is procuring and disposal of fresh fruits and vegetables and the activities are discussed briefly here. 

Procurement of Fruits and Vegetables

The society procures fruits and vegetables both from cultivators (members as well as non-members) and the open market. 

Producers at the nearby places bring their produce on their own and supply at the H.O. or at the branches. The cultivator has to take an indent from the society for the supply of fruits and vegetables and normally, the produce in excess of the indented quantity will not be accepted. The society bears the unloading charges and it makes payment to the cultivators immediately after procurement up to Rs 3000 in cash and if it exceeds Rs 3000, then cheque is issued to them. 

In the mid 80s, HOPCOMS opened procurement centres at Sarjapur, Hoskote and Dodaballaput and of late, in Hassan and Channapatna. The fruits and vegetables growers in the nearby areas supply their produce at these centres. For transporting this to the H.O., the society charges a transport cost of 10 to 20 paise per kg of fruits and vegetables.

During the ‘70s, the society was procuring hardly 35 to 40 percent of fruits and vegetables from the field. However, in the 80s, there was a change in the policy of HOPCOMS in favour of field procurement and with the help of the procurement centres, at present, the society purchases nearly 85 percent of fruits and vegetables from the cultivators directly. Almost entire quantity of tomato, cabbage, cauliflower, cucumber, raw banana, pomegranate, papaya and mango is now being procured from the field. 

A part of the produce is also bought from the local markets to meet the requirements of the bulk buyers like Government hospitals, hostels, factories etc. However, though this helps the society meet its commitments, the society pays a higher price for fruits and vegetables whenever it resorts to market purchases. The price differential is as high as Rs 4-6 per kg for fruits and around Rs 1 per kg for vegetables. Thus, on an average, the society losses Rs 3 per kg of fruits and vegetables by purchasing from the market. It was observed that the policy of buying more from the market followed by the society in the 70s resulted in net losses to the society. The society buys about 15-20 percent of fruits and vegetables from the market.  

In addition to procurement from producers and the market, HOPCOMS gets a small quantity of the produce from the other states. It gets apple from NAFED, The Himachal Pradesh Horticultural Produce Marketing and Processing Corporation (HPMC), National Dairy Development Board (NDDB) and GROWREP, Delhi, kinnow orange from GROWREP, orange from NAFED, Nasik and onion from Vegetable and Fruit Cooperative Marketing Society (VEFCO), Nasik. The procurement of fruits and vegetables is made on consignment basis. 

Though HOPCOMS does not classify fruits and vegetables into grades like A, B, C, the society claims that it maintains the quality of fruits and vegetables by accepting only the good quality produce from the growers. It rejects the injured, damaged and diseased ones. Although this helps the society minimize the wastage and hence the loss, yet, from the producers’ point of view this is not desirable.

Disposal of the Produce

HOPCOMS has a good network of 256 retail outlets spread over eight districts. These outlets are run by the salesmen of the society who get a commission of 3.7 percent from the society. The H.O. Bangalore sold about 71 percent of vegetables and 79 percent of fruits though these retail outlets. Further, about 80 percent of vegetables like cowpea, bhendi, knolkhol and tondekai (coccinea) and over 60 percent of tomato and brinjal were sold through these retail outlets. As regards fruits, around 95 percent of sapota, papaya, pomegranate, pineapple and banana (yelakki) and over 65 percent of orange, grape and banana reached the consumers through these outlets. It may also be observed that HOPCOMS gets higher price for fruits and slightly less for vegetables when they are sold in these outlets.

HOPCOMS sells fruits and vegetables on bulk basis to certain ‘Institutions’ like government hospitals, hostels, factories and also to processors like KISSAN and Karnataka Agro Fruits. Normally, HOPCOMS supplies fruits and vegetables on credit basis and it charges 40-50 paise per kg of vegetables more than the stall price when vegetables are sold to the factories. In case of processors, transport cost is added to the price of the vegetables. This, perhaps, is the reason for the higher price that HOPCOMS gets for vegetables like tomato, bhendi, cucumber, onion etc. when it sells them to the bulk consumers.  

Price Policy

HOPCOMS has an approved policy of fixing the procurement price slightly higher than the prevailing wholesale price in the market and the stall (outlet) price at a slightly lower level than the ruling retail price so as to maintain a margin of 25 percent (This margin was 15 percent up to 1989-90 and it was increased to 20 percent in 1990-91 and later on to 25 percent). An analysis of monthly prices of certain fruits and vegetables for the year 1992-93 revealed that the fruits and vegetables grower gets 75 percent of the stall price. It is observed that this generally earns more (33 percent) than the approved margin of 25 percent. 

The price paid to the producer is 6-10 percent higher than the wholesale market price. This means that the producer gets the full wholesale price and a part of the retail margin. If we account for the commission charges, which is normally 8-10 percent of the wholesale price itself, then the producer is likely to get 18-20 percent higher than the price which he gets in the market. As regards the consumer, he is also benefited by the price policy as he gets the same vegetable or fruit at 10-12 percent less than the retail price in the market. 

Production Related Activities

HOPCOMS supplies production requisites like vegetables seeds, fertilizers, PPC (fungicides and insecticides) and garden implements to the fruits and vegetables growers at reasonable price. It may be observed that inputs account for 8-10 percent of the total sales of HOPCOMS. Further, it is also to be noted that there has been a three fold increase in the value of inputs supplied to fruits and vegetables growers. 

Processing Activity   

HOPCOMS takes up preparation of juice from grapes, mango, orange, etc., in Banglore, Mysore and Mangalore branches and sells it in bottles of 200 ml in their retail outlets. Although, with the opening up of the procurement centres, there was an increase in the supply of fruits, but a corresponding increase is not observed in their processing and juice sales have remained at around Rs 20 lakh (though there was an improvement in 1992-93) accounting for hardly one percent of the total sales of HOPCOMS as specific efforts were not made either in the juice preparation or its sales. 

MahaGrapes

(Source: Report of the Working Group on Agricultural Marketing Infrastructure and Policy for XI Five Year Plan of Planning Commission.)

MahaGrapes came into existence in 1991. It owes its origins to the Maharashtra State Agricultural Marketing Board (MSAMB). MahaMangoes and MahaBanana were also set up subsequently in mangoes and bananas respectively. The objective of the MSAMB was to promote the marketing of fruits by assisting farmers technically and financially and linking them to new domestic and international markets. The creation of MahaGrapes is unique in other ways, as it is the first of its kind to make use of a special provision under section 20(1) of Maharashtra Cooperative Act. This section came into force after an amendment in 1984, which allowed cooperatives to associate with other sectors of the economy as well. MahaGrapes is the first organization in the State to have the characteristics of both a cooperative and a private sector partnership firm. The role of MahaGrapes as a marketing entity itself is a policy innovation. Producer organizations might not be most adept at marketing their products and thus the need for a specialized marketing entity.

MahaGrapes could establish itself easily and firmly as it built upon the existing Grape Growers’ Association (Draksha Bagitdar Sangha). The Sangha has been in existence since the 1950’s and boasts of 20,000 member farmers. Also, called the Prayog Parivar meaning family for experimenting, it has since organized the grape growing farmers to encourage the improvement of produce quality and facilitate marketing domestically. 

In the organizational structure of MahaGrapes, at the apex are the executive partners comprising two farmers’ groups. This is followed by an executive council consisting of seven elected cooperative heads, then followed by a board of directors composed of all the heads of the sixteen cooperatives that have tied with MahaGrapes. All the producers (grape growers) are members of any of these sixteen cooperatives. All decision making is done by the executive partners in close consultation with the members of the executive council, who are primarily cooperative heads, and in direct communication with the farmers. All decisions finalized by the executive body are taken after consulting with and achieving a consensus of the executive council. The members of the executive council in turn, being the representative of farmer cooperatives as their leaders, voice the opinion and views of the farmers. All issues to be resolved are discussed right from the top to the bottom of the MahaGrapes structure. Thus there exists complete transparency in all decision making. The Executive Council however also have discretionary powers to make emergency decisions including financial decisions up to the tune of Rs 40 million. This often helps in expediting decision making.        

Before the actual creation of MahaGrapes, efforts were made by some of the leading and educated farmers of the region, to involve the numerous pre-existing grape growing farmer groups under the umbrella of MahaGrapes. In order to convince the groups leaders, a team of seven people, five farmers, one scientist and one government official visited Europe to see for themselves how grape farming, processing and marketing was done along with the nature and form of inputs used and marketing methods followed. A part of the cost of this visit was funded by the State Government.

These lead farmers were convinced that the grape produced by the farmers was of quality good enough to be exported to Europe provided they could meet the standards and safety regulations, and thus MahaGrapes came to be set up. In the beginning, MahaGrapes had 29 grape growing farmer cooperatives as its members. The initial time periods were characterized by difficulty for MahaGrapes resulting from high rates of consignment rejections in the European markets. In the very second year after exports started in 1991, a large consignment was rejected and MahaGrapes had to suffer losses to the tune of Rs 20 million. As a result many cooperatives left MahaGrapes to concentrate on the domestic market or to export on their own under the brand name of their own cooperative. The number of cooperatives came down within two years and as of now it has 16 farmers’ cooperatives as its members from Sangli, Solapur, Latur, Pune and Nasik districts of the state. 

The active role of the government in bailing out MahaGrapes in these times of crisis and continuing to not intervene in its working is especially significant from a policy perspective. The role of the government over time has been akin to infant industry protection. The government support in the initial periods was forthcoming where without the support the ability to resume export would have been seriously in doubt. The state government stepped in and along with APEDA and NCDC provided financial support and subsidies to bale out MahaGrapes. After this initial backing and assistance MahaGrapes has not looked back and has been steadily growing. MahaGrapes currently exports grapes to Europe, the Middle East and in recent years to Sri Lanka. Thompson seedless is the main variety of grape exported.

Mahagrapes deals in three main varieties of grapes produced by the grape farmers viz. Thompson seedless, Sonaka and Sharad seedless. Out of these the first variety is targeted mainly for exports to European markets. The Sharad seedless variety is sold mainly in the domestic market while the Sonaka variety is marketed domestically and also exported to Gulf countries.

In 2003-2004, MahaGrapes exported 516.53 million tonnes of grapes valued at around $2.17 million to U.K, The Netherlands, Germany and Sri Lanka. During 2004-05, MahaGrapes exported 100 containers of grapes (each container carries 14,400 kg of grapes). This is around 5 percent of the total grape exports from Maharashtra.

Though not as acute as in initial time periods, MahaGrapes had had to deal with issues of consignment rejection on an annual basis for a substantial period of time. As the fruit quality and SPS measures as well the methods used to ascertain these fruit characteristics change year to year, MahaGrapes has to keep abreast with them and amend their own production, processing, storing and testing methods employed in India for testing chemical residues (GCMS method) was different resulting in the rejection. Other product attributes which could be the basis for rejection are: berry size, fruit color, bunch weight, blemish, bag weight (min-max), stem color, berry shrivelled, split berry, SO2 damage, waste berry, pest damage, shatter berry, chill damage, temperature, residue, taints and odor, packing, quality and average check weight. Over the years MahaGrapes has learnt how to minimize these potential forms of inflection and the rejection rates have gone down substantially. 

The firm does not retain the profit it earns. It charges a nominal fee (Rs 4 per kg) of grapes exported by the firm for a farmer. This amount helps in covering the operational costs of the firm. This broadly includes wage cost of the firm’s employees and transportation cost of sending the product to distant markets. The rest of the profit earned is passed on to the farmers. In addition, MahaGrapes/cooperatives charges Rs 7 per kg of grapes for pre cooling and cold storage charges. When amounts marketed by individual members vary across members, conflict over the cost allocation rule adopted by the cooperative is likely to occur. In MahaGrapes, the allocation of costs related to the storage and cooling or contribution to operational costs is proportional to the amount marketed by the farmers. Since the contribution relates to the output marketed, conflicts over cost sharing have not been an issue in MahaGrapes.

In terms of risk mitigation, the MahaGrapes farmer bears the entire risk in production and marketing. However, the level of risk itself is lower to the extent that the cooperative provides technical expertise so that the crop can be saved from damage and satisfies the quality norms. Thus, unlike in a situation where the farmer sells to intermediaries who bear the entire marketing risk (from rejection of the assignment), here the risk is shared across all farmers. The firm itself covers against such risks by rejecting procurements that do not meet the specifications but once they accept the produce from the farmer, the risk is totally borne by the firm where, everyone owns a share. The underlying principle for MahaGrapes is enabling market access by lowering transaction costs. Farmers realize that there exists an international market for their product. They also know that by getting access to this market they can earn a higher price for their product. The problems in terms of certain bottlenecks that the farmer faces are many. First are the high transaction costs of negotiating with foreign buyers, ensuring that the product quality meets the buyer’s specifications and transporting the product to its destination. Another bottleneck is in mitigating risk, both in production and due to consignment losses if rejected by the buyer on quality grounds. It was envisioned that bringing together farmers under one umbrella would give better visibility and greater accessibility in foreign markets. In addition, they would be able to gain from economies of scale.

MahaGrapes stands out as an encouraging example of public-private partnership that has delivered favourable outcomes for both large as well as small farmers. Ownership of MahaGrapes lies solely in the hands of the farmers; as they have collectively contributed their share in the fixed and operating costs of MahaGrapes and they also handle the governance of the firm. However, the state initiative from institutions such as MSAMB was essential. MSAMB deputed and paid the salaries of the first governing officers of MahaGrapes for three years who were brought in from other state departments. MSAMB also provided for consultancy services from experts on agri-marketing, packaging, technical services such as refrigeration and cooling. In addition, the liaison with institutions such as the Central Food Technology Research Institute (CFTRI) has been done by MahaGrapes.

The National Cooperative Development Corporation (NCDC) was also of a great help. It gave loans to the societies for pre cooling and pack houses, when such technology was unheard of in these parts. Experts would have been impossible without this critical help. Additional support in other small ways to MahaGrapes also came from the National Cooperative Development Corporation (NCDC), New Delhi; Department of Cooperation, Government of Maharashtra; Maharashtra State Agriculture Marketing Board, Pune; Agriculture and Processed Food Products Export Development Authority (APEDA), New Delhi; and National Horticulture Board, New Delhi.

With assistance from a spectrum of government bodies, the government assumed the role of a mere facilitator. In contrast to the system of other cooperatives in India (in dairy and sugar for example), the government was not assigned any direct role in the decision making processes of MahaGrapes. In many dairy cooperatives for example, being a state run organization, the shift of economic power via decision making has come to rest with the top management and rent seeking is not only a common practice but also an excepted behaviour of state appointed functionaries amongst the milk producing farmers. 

As a marketing partner of the producer cooperatives facilitating exports, MahaGrapes has enabled the farmers in several ways. 

1..Foremost in enabling exports is ensuring compliance with the food safety and quality requirement of the western markets which has three stages viz. the information stage followed by a decision stage followed subsequently by an implementation stage. MahaGrapes has been active in all three stages of the compliance process. Certain knowledge of the standard is necessary to make a decision. MahaGrapes has followed along the tradition of holding quality related workshops which the Grape Growers Association (Draksha Bagitdar Sangha) had been conducting from before. In the workshops, information on the standard is disseminated to the member farmers. Farmers and grape handlers/sorters (primarily women) are continuously informed about and trained in the latest grape growing and handling methods and processes, as well as the latest weather and climate updates. Regular monthly workshops and field demonstrations are conducted to help disseminate this information to the farmers.

MahaGrapes continuously updates the list of banned and approved pesticides and fertilizers, which keep changing year to year across their market countries. Similarly, the changes in the permissible levels of chemical residues are also provided by them regularly. All this information is published in the form of a yearly hand book in the native language and distributed free of charge amongst the farmers.

Once the information on the standards is available, action is needed relating to the decision of implementation. What are the steps that need to be taken, if there are restrictions on inputs how and where from can they be procured are some of the decisions that emerge regarding implementation of the standards in the next stage. The MahaGrapes decision to produce organic pesticides itself would fall under its actions in the decision stage.

In the implementation stage, MahaGrapes provides materials and technical help along with infrastructural support to facilitate the implementation of the standards. MahaGrapes for instance provides the farmers with packaging material which comply with international norms. Plastic bags and panettes are imported from Spain and elsewhere in which the grapes are first packed. Special S02 sheets (Sulphur Di Oxide sheets) are imported from China which are used to cover the grapes before these are sealed in corrugated cardboard boxes. This releases the SO2 gas right after 15 days when the consignment of grapes arrives at the destination, so as to restrict the spread of bruising or any other damage sustained by the grapes in transit.

Regular and constant monitoring of the grape plant by the farmers themselves is facilitated by the scientists from the National Research Centre (NRC) in Pune. This ensures that the plant remain healthy through out the year and not just in the fruiting season. Bio-fertilizer and bio-pesticide are developed and produced by MahaGrapes and provided to member farmers at low prices. This not only helps them meet the stringent EUREGAP requirements but also cost less. These are also sold to other non-member farmers thus covering a part of the cost.

Acquiring a EUREGAP certificate individually moreover is costly for the small and medium grape farmers. However, MahaGrapes has managed to provide the entire cooperative societies with the certification. Thus each society gets certified as EUREGAP compliant along with the member farmers who now then have to pay just Rs 1200 (approximately $28). 

2..MahaGrapes has also introduced farmers to new technology. The farmers have been exposed to the possibility of growing new grape varieties. Drip irrigation technology has been in existence for a while but grape farmers were encouraged to take it up in a permanent way. Firms selling drip irrigation equipment now visit the farm and after having assessed its area and specific dimensions, install the drip irrigation set up. The same drip irrigation installation is also used to deliver fertilizer to the plants, the simultaneous provision of irrigation installation and fertilizers being termed ‘fertigation’. Improved water storage technique is used with water being stored in huge pits dug into the ground and walled by earth mounds and lined in the inside with a special percolation restricting plastic sheet imported from Spain.

3. Infrastructure provision – MahaGrapes with partial financial aid from the state government and partial self finance have installed pre coolers and cold storages at all the 16 cooperative headquarters. The pre cooler technology was imported from California and helps to cool the grapes to one degree centigrade. This, by removing the heat from the grapes extends its storage life to up to three months. After the grapes are pre cooled they are stored in the adjacent cold stores before they are carried in refrigerated trucks to the port. (A nominal part of the price/Kg received by the MahaGrapes farmers namely Rs 4 goes to fund the activities and pay for the costs of running the MahaGrapes firm and paying salaries to its employees.) An additional Rs 7 is charged for the cooling and the storage facilities provided at the cooperative headquarters goes to the cooperative fund
Warana Group of Co-operatives (WGC)

The origins of the WGC date back to 1951, when Tatyasaheb Kore, a local small businessmen, understood that Warana, whose main source of livelihood was (and continues to be) sugar cane growing, needed its own sugar factory. At that time there was only one sugar cane factory in the area, located in Sangli, and farmers had no choice but to sell their crop to the monopolist, with a very negative impact on their incomes. Kore started raising small amounts of money from farmers and in 1959 he was able to open a co-operative sugar factory in the village of Kodoli, now the hub of the WGC. Each farmer who had contributed to the creation of the sugar cane factory became a member of the sugar cane co-operative, which currently has a total of 20,000 members.

The sugar factory, however, could cater only to the 15-20 percent of the population in Warana who had irrigated land. In order to create employment for the marginal farmers and landless labourers, the WGC set up a dairy co-operative in 1975, which followed the successful model of Anand in the state of Gujarat. In the following years, many other activities were launched, and today, the WGC comprises 25 co-operative societies with a total turnover of $130 million.

Economic Activities of the Co-operatives

The sugar cane factory, which produces 110,000 tons of sugar per year, employs 8,000 workers and collects sugar cane from about 35,000 farmers, is the main source of income for the Warana community. Other important centres of economic activity are a milk factory, a food-processing unit, a chain of department stores, poultry farming, and a series of women’s co-operatives. The milk factory employs 1,200 workers and collects 280,000 litres of milk per day from the 125 milk societies belonging to the dairy co-operative. The dairy co-operative, in turn, provides a series of services to its members, from veterinary aid to cattle shed design, from insemination to subsidy on animal purchases. A central poultry unit provides layer birds, feed, veterinary facilities, and marketing of eggs for about 500 small units producing 13 million eggs each year for an income of $90 million. An export-oriented food processing unit (the Warana Agricultural Goods Processing Society) employs 400 workers, and produces fruit pulp and purees from fruit purchased from Warana (bananas) or from other parts of India (mangoes). The chain of department stores (the Warana Bazaar) has 350 employees working in 2 stores and 30 retail outlets in and around Warana. Finally, several co-operatives wholly controlled and managed by women are active in the production of snacks and baked goods, school uniforms, containers and labels for dairy products, and employ hundreds of women

An Empowered Community

Warana is an example of a rural community, which has been able to empower its people not only with stable sources of employment, but also through participation, and access to health, education and financial services. All decisions concerning the sugar factory are taken by an elective body, the 19-member board of the sugar co-operative. Elections take place every five years in the 100 villages around Warana: three members are elected from each of five clusters of villages, while two seats on the board are reserved for women and two for representatives of backward castes. The board, in turn, elects a chairman and a vice-chairman. Responsibility of co-ordination of activities of the different co-operatives lies with the chairman and the sugar factory managing directors.

Healthcare, housing and banking are available to sugar factory co-operative members and to all the people living in the community. Education is available from primary school to college, and literacy is said to be close to 90 percent. Students from Warana attending the local Engineering College, which attracts students from different parts of India, are subsidised, having to pay $300 rather than the standard $1,000 for tuition. The Engineering College has 1,000 students, of which around 30 percent are women. People in Warana also have access to a 200-bed hospital, which was set up and continues to be financed by the WGC, with some government support. The hospital charges minimal fees to the members of the various co-operatives and offers free healthcare to the poor. It does away with the need for the farmer to travel to the city to receive healthcare (often accompanied by the whole family), that would otherwise lead to big losses of income.

Farmers in the Warana area also have easy access to financial services, and can easily get consumer and housing loans. A women’s co-operative bank, whose board of directors is composed of women, opened in 1990, has two branches, 1,835 members (all women), and a repayment rate of about 98 percent.

New Challenges

Presently, however, the WGC is facing a series of economic and social challenges. These include low sugar prices and difficulties in coordinating the many activities of a large and growing cooperative, which lead to losses in terms of efficiency and transparency. A big challenge is also to retain educated youth in the area when the prospects of better opportunities beckon elsewhere.

To meet a part of these challenges, WGC has conceived the Warana Wired Village Project. This project was initiated in 1998 by the Prime Minister’s Office Information Technology (IT) Task Force. The stated goal of the project is not only to increase the efficiency and productivity of the sugar cane co-operative, but also to provide a wide range of information and services to 70 villages around Warana. The project aims in fact at giving villagers access to information in local language about crops and agricultural market prices, employment schemes from the government of Maharashtra, and educational opportunities.

Annex 2
Outputs from local collaborators’ survey of key informants - views and opinions on needs and issues - Summary

Mr Ramamohan, CWS

1. Reducing access barriers.

Access to timely credit, good quality seeds and other inputs are some of the major constraints facing the farmers today. Though institutional credit expanded over last few decades, a majority of farmers still depend on money lenders and traders for credit as well as agri inputs. After harvesting, they are forced to sell their produce to same traders at much lower prices, which is one of the terms of credit. Access to markets for small farmers is poor. Further, accessing markets is not viable owing to transportation of produce and other costs involved.

In order to break this vicious cycle, collectivizing farmers with micro-credit mechanisms is required. Collective marketing will not only reduce transaction costs but also increase the bargaining power with the traders and market agents.

2.  Reducing market risks (Production preservation, Production Sale, Inputs quality.)

Mono-crop cultivation in agriculture is the major factor for crop losses (and income losses) to farmers. Farmers of rain-fed areas are at greater risk due to vagaries of monsoon; changing climatic conditions; and increased risks due to pest attacks.

Crop diversification is the most important thing to be encouraged to address production related risks. After the production, lack of local storage facilities and immediate cash needs are forcing farmers to go for distress sale. To overcome this situation, collective credit mechanisms linked to storage facilities will help farmers to wait for better prices in the market than selling at low prices.

3. Role of farmers’ organizations in supporting farmers and collective marketing.

Farmers’ sangas such as Raithu Mithra, are only existing on paper without much collective activity. The groups at this level may not be viable. Hence, there is a need to federate them at Panchayat level. These federations can be encouraged to take up collective purchase of inputs; seed production; collective procurement of produce and selling in nearby markets. The federations can also be a medium to institutionalize micro-credit and storage mechanisms.

Mr LV Prasad, CWS

Small farmers in India have limited choices. Considering all elements, total autonomy of farmers in agriculture appears to be the best solution for farmers. This means: farmers’ don’t depend on industrial sector for their farm inputs. It is quite possible. This has several benefits and will definitely minimize risk even during disasters.

The solutions for the problems will have to be developed locally and should be location specific. Several models are coming up in the country and learning from these experiences will help design local level solutions.

The following responses to the following issues raised are neither exhaustive nor applicable in all contexts. 

Reducing accesses barriers.

Today small farmer faces the larger problem of seeds for cultivation. Hybrid and genetically modified seeds are increasing this problem. High cost of seeds along with unreliable quality not only burdens his investment capacity but also increases unreliability of production. At the other end, traditional seed base is facing extinction and small farmers are being forced to depend on market for seeds, with government supply always falling short of demand, supplied late and more often of inferior quality. 

Regarding seeds, there is no point trying to tap commercial markets, as in the long run market will have monopoly over seeds. This will eventually lead to total dependence on markets for seeds, which will be unviable and unsafe to small farmers.

At this point of time seed banks appear to be the safest bet to farmers. Forming seed cooperatives/farmers organisations with farmers producing seeds and supplying to a larger area is another solution. 

Government seed supply should be through the panchayats, particularly to small farmers. Panchayats can identify seed requirements (type, variety and quantity) from farmers well in advance and source the same from government or from near seed banks or "seed cooperatives" and other farmers collectives, if they come in future.

Reducing market risks (Production preservation, Production Sale, Inputs quality.)

Small farmers have small quantities for markets. This limits choices available to the farmers. The best bet in this regard is to reduce costs of production. Use of organic inputs and use of good traditional seeds for production not only reduce cost of production but enhance shelf life of agricultural produce. However, storing produce of small farmers at farmer level is difficult and not remunerative. Village level storage points appear to be a practical solution. However, such kind of storage is complex as storage points should be able to store multiple produce of farmers year round. 

Providing insurance against storage is an option that can be tried, as well as part advance to small farmers for the agricultural produce of farmers kept in storage.

Value addition to the produce of small farmers through processing and changing form at village to panchayat or a larger level may also be considered, based on local factors.

Generally price of produce goes up with time. Fluctuations are minor at time of harvest, but these fluctuations are critical as it has proved in the case of cotton this year. Hence protecting small farmers' interest immediately after harvest becomes critical. Most of the time poor market information is behind wrong choices and suffering of small farmers from market risks. Hence a body serving interests of small farmers with the ability of informing small farmers about the right time for disposal of produce is important. Value addition is not only a buffer against price fluctuations but also a design to provide better margin to farmers.

At policy level, minimum support price to food grains like millets and pulses is essential. In this regard fixing minimum support price at state and district level based on regional produce may also be considered.

Regulated markets by and large have not met the expectations of farmers. Problems in the regulated market system should be assessed before arriving with appropriate solutions. However, Panchayats playing a role in vigilance to ensure proper functioning of market yards may provide better service to farmers by preventing the large corruption in market yards and ensuring quality inspectors play a more sincere role. 

Farmer cooperatives or farmers organizations venturing into sale of produce is a good bet. However, external support, preferably from a competent civil society or professional bodies engaged in supporting civil society in establishing and strengthening such collectives is essential to ensure success and sustainability of such ventures.

My first contention for small and marginal farmers would be to minimize dependence on markets. Control by local panchayats through market vigilance, with due powers, is likely to bring some improvements in quality control. However standards of quality benchmarking are necessary. Representatives of consumer forums at mandal/block level under the supervision of MPTC and ZPTC can be tested.

Reducing transaction cost.

Pooling of produce and change of form (value addition) will definitely reduce transaction costs. The other option would be to lobby for subsidy on transport of agricultural produce through farmers.

Strengthening bargaining power

The standard policy of MSP and market yards doesn't seem to be paying off other than paddy and wheat to a certain extent. The other 30 or so items with MSP hardly seem to have taken off. There are actually systems laid out to provide all services to farmers. But they don't seem to be running in the desired manner. It is a matter of lobby and advocacy to improve functioning, while local level bodies like farmers' unions and panchayats are vested with powers to monitor the systems. They provide some results.

Otherwise standard solutions are again pooling produce, value addition, storage and selling produce in areas of demand. With collective pooling farmers through collective may also consider retailing at different points as some organizations are venturing out. 

Role of farmers organizations in supporting farmers and collective marketing

Farmers' organizations (FO) are the best bet today that can provide immediate solutions catering to real needs of farmers. Right from advocacy and lobby on issues and interests of farmers to input management and marketing can be taken up with positive results for farmers.

Similarly FO can also acquire and share technical skills, through trainings and extension mechanisms, directly or by outsourcing. It can also be store house of critical information and inputs like disaster management in agriculture, contingent plans for agricultural related matters, traditional seeds and other organic inputs.

Mr Zakeer, CSA (Centre for Sustainable Agriculture)

· Cultivation cost is increasing.

· Soil management, seed management and pesticides management needed.

· Pesticides need not be used. Instead, local resources available in the village should be used. 

· More people are leaving agriculture considering it unviable.

· Farmers lack access to formal financial institutions. 

· Small farmers will get reasonable price for their crops only by forming into cooperatives and taking up collective marketing. By coming into the fold of collectives, transaction cost will decrease while bargaining power will increase. 

· Farmers’ organizations, largely promoted by the Department of Agriculture, are not working.

· Small farmers need access to inputs from different institutions.

· Small farmers need policy support, crop insurance, and new interventions to increase income from their small landholdings.

· Changes are needed in crops cultivation – farmers need to plant multiple crops at a time.

Mr K. Siva Prasad, Action for Food Production (AFPRO)         

1. The small holdings of the farmers are unable to support the livelihoods of the farmers throughout the year. Hence, the farmers have to engage in other works like labour, etc., for over half the year to earn a meagre supplementary income.

2. Selling small quantities of agricultural produce in the market is not viable owing to the transaction costs involved in selling them. Hence, the small farmers are cut-off from the market. These transaction costs have to be reduced.

3. Small farmers are exploited by middle men in the market.

4. Natural resources do not favour small farmers. While land is getting degraded, ground water table is going down. These increase the input cost.

5. To counter the increase in costs, the farmers need to use local alternatives, organic methods and man power rather than depending on pesticides and machines for cultivation. The farmers need to adopt technologies (like sustainable rice intensification) that reduce the input costs drastically. The government has to invest a lot to make the farmers aware of these technologies, by organising visits to the fields of farmers engaged in cultivation using such technologies.

6. Small farmers are spending more money on pesticides. They have to choose alternatives and local resources.

7. Finance is inaccessible to small farmers from financial institutions.

8. Cultivation of cash crops is increasing and that of food crops is decreasing.

9. The youth in the small farmer family are opting out of agriculture works. Training these youth in agricultural works may be required.

10. Government has to support small farmers, reduce the transaction costs in the markets, and provide incentives to develop their land and convert to organic cultivation. Further, schemes need to be designed considering the needs of small farmers and their food security.

11. Need to reorganize rythu mithra groups; the existing groups are non-functional.

12. Need to organize small farmers in to cooperatives. This is difficult given the present situation where the farmers are divided on political lines. 

13. Organisations supporting small farmers are very less in number. Even those present are mainly concentrating in micro-finance and technology improvement, and not on market access. 

14. Farmers’ organizations are not concentrating on production aspects.

15. Short term benefits are getting priority. A long term perspective needs to be encouraged among the farmers. 

16. Bio diversity is needed. Several crops should be grown in each area. It is only possible by farmers’ cooperatives.

17. Some field workers who can guide other farmers are needed in villages.

18. Family farming should be promoted.

19. Women participation in agriculture needs to be enhanced. 

Mr. Ravindra, WASSAN (Watershed Support Services and Activities Network)

· Small farmers are encountering lot of problems. Size of the farm, quality of the land, resource access, knowledge about soil and pesticide management and understanding about the markets are the issues of the small farmers. They face a lot of constraints in accessing markets - both for produce and for inputs. Finding solutions to these issues/problems is very important task towards small farmers’ development.

· Labour gives priority to working in the land of big farmers rather than to working in the land of small farmers.

· The small farmers have no capital for cultivation; they are forced to borrow money at a high interest from money lenders.

· They do not get best seeds as the seeds are too costly and inaccessible to the small farmers. 

· In the absence of storage infrastructure, the small farmers are unable to preserve their produce.

· Transporting their products is also difficult for the small farmers as vehicle owners do not take interest in transporting small quantities.

· Given the small quantities and perceived low quality, traders do not show interest in purchasing agricultural produce from the small farmers.  

· As an individual, the small farmer can not overcome above constraints and barriers. There is a need to organize them in to the cooperatives. Minimizing their product transaction cost, getting reasonable cost to their product and value addition to their product is possible only by their cooperatives. Strengthening of small farmers bargaining power depends on quality of their production, quantity of the production and their capacity to withhold their production. These can be achieved by organising them in to the cooperatives.

· In the context of agriculture crisis, the sustainability of small farm cultivation is a challenging task.

· Need to establish linkages between the banks and farmers' cooperatives.

· Farmer organizations are very less in number and not doing any substantial work in collective marketing and other fields.

·  Rythu Mithra Groups failed due to insufficient investments in institution building. These groups were formed only for loans. After getting loans, the groups degraded. Nothing was done towards to strengthening the groups, which could contribute to the groups becoming sustainable. 

· Small farmers have diversified livelihoods. Their development depends on supporting and increasing this diversification.

· Reducing inputs cost depends on seeds and pesticides management knowledge and availability of capital.

Summary of interactions with the donor agencies in Hyderabad supporting organisations that work with small farmers

Ms. Sudha, Oxfam.

· An integrated approach needs to be taken and the agencies need to work across the entire value-chain. Working only with farmers may not produce results, if there are lot of leakages in value above or below in the value-chain. For example, cotton farmers can get a good price only if the efficiency of ginning mills, looms and garment makers improves. Only by increasing the value in the entire value chain, can farmers get higher returns without having to directly fight with others in the value-chain for a larger share in the existing value.

· More essentially, the small farmers and the workers involved in the upstream value-chain need to unite. When united, they can put pressure on the capitalists to share a higher percentage of profits with both the farmers and the workers. Alternatively, the farmers and workers can establish cooperatives working with each others and thus capture a lot of value involved in the chain for their benefit.

· With the small farmers adopting commercial crops, they entered a situation of paradox. While their produce is in limited quantities and is for the market, the market deals only in large quantities. This dichotomy has weakened the power of the farmer drastically. Any solution to empower the small farmers in the market has to emerge from this paradox. 

Ms. Neena Ambre Rao, NANDI

· The small and marginal farmers are facing two issues: (a) inadequate extension, and (b) inadequate infrastructure. 

· Where private profit is gained within a very short period, we see both these constraints fulfilled. For example, the drip irrigation providers also counsel the farmers regarding its use and maintenance. Many organise demonstration plots. Similarly, where the crops gain a lot of value from cold storage (like mirchi), and hence traders in the market are willing to pay the charges levied, the entrepreneurs see an opportunity to make quick profit and hence invest. But, private profit cannot always guide the extension and infrastructure building.

· The farmers on their part do not use the infrastructure built-up directly, except the roads. And those who use are able to use the infrastructure even at a distant place, if they feel that there is enough profit in doing so. Hence, a new model has to be evolved on the lines of PPP. This is the challenge, as unlike other infrastructural projects where there is no alternative to using the infrastructure created (and hence paying for it), farmers do not even prefer to use the infrastructure. Even such basic utilities like market yards are anathema to them and they do not want to deal with them directly where possible.

· Government has to come forward and give subsidies to the farmers and put up infrastructure. By increasing the investments in extension, the government can hope to improve the utilisation of the infrastructure. Even soil testing laboratories are not accessible to the farmers - the reports come only with a time delay of 3 months. 

· Timely availability of important pesticides, fertilisers and credit facility can increase the confidence of the farmers in dealing with their agriculture and others as well. Similarly, availability of institutional credit to the leaseholders would improve their ability to interact directly with the market, by-passing the middlemen who are also the purveyors of usurious credit with buyback covenants.

Annex 3
List of current and recent related initiatives of the NFO and related network working on ESFIM related matters. 
FFA has forged the following linkages with other Institutions

· IFAP- Member of International Federation of Agricultural Producers (IFAP), Paris.  

· AP WTO Committee- Member – State WTO Advisory Committee on Agriculture – Headed by Minister for Agriculture, Govt. of AP
· Jayathi Gosh Commission- FFA was a member of the Jayathi Ghosh commission set up by the Government of Andhra Pradesh to probe into the suicides of Farmers in the state.

· ICRISAT – Exploring Marketing Opportunities through a Research, Industry & Users Coalition – Sorghum Poultry Feed – Implemented in Mahaboobnagar District.

· BARC- Partnership with BARC in joint hosting of National Symposium on the propagation of Radiation technology.

· GoAP Task force committee on Horticulture: FFA is the member of the Government of Andhra Pradesh Task force committee on Horticulture

· Tuskegee University- Partnership with Tuskegee University of USA in joint holding of National symposium on the issues relating to Bio technology

· MANAGE – Consultant – NATP (ATMA) Project.

· APEDA- Conduct of awareness programmes and capacity building sessions for Mango farmers in Chittoor district of Andhra Pradesh

· ANGRAU- Partnered with ANGRAU in the conduct of awareness sessions and training programmes on Organic farming and Biotechnology

· NABARD: National Agricultural Bank for Rural Development (NABARD), Govt. of India has asked FFA, AP to form 50 numbers of VVV Clubs and 48 clubs were formed and the other two are on the way.

· Confederation of Indian Industry (CII) – Member – Sub-Committee on National Agriculture Council.

· Indian Farmers & Industries Alliance (IFIA) – Co-Chairman.

· Parliament Member Farmers Forum (PMFF) – Coordinator.

· PTRFF: Assisting in Biotechnology Propagation in association with “PEDDIREDDY THIMMA REDDY FARM FOUNDATION’.

· FAPCI: Membership in the board of FAPCI Andhra Pradesh in the Rural Development sub committee.

· Forward Market Commission: The regulatory body for monitoring the commodity transactions in stock exchanges is involved with FFA in conducting various awareness sessions throughout the country

· MCX and NCDEX; FFA is involved with these two Commodity stock exchanges in conducting the awareness sessions for spreading the concept of online trading and making farmers access the online platform.

· BARC: FFA has involved with Babha Atomic Research Center (BARC) in dissemination of Space technology for agriculture and Irradiation technology to the people.

· APSRAC and NRSA: Along with BARC and these organizations FFA has conducted number of sessions in different districts of the state for dissemination of Space technology to the farmers 

Initiatives of FFA with the Public Representatives

1. Parliament Members Farmers Forum:

In the past few years, agriculture Sector has not received due attention in resource allocations, and planning.  Dependence on monsoon, inability to build strong infrastructure, provide resources and access to technologies has hampered the growth of agriculture.  This realization has propelled MPs with Agricultural background and interested in welfare of farmers to establish MPs Farmers Forum.

The Members comprising from both the houses of Lok  Sabha and Rajya Sabha is established to hold regular interactive sessions for identifying issues and pursuing them in Parliament, Government and others.

Activities of Parliament Members Farmers Forum:

· To assist farmers to regain their Honour & Dignity in Indian Society.

· To interact with Farmers Organizations, agro-processing and agri-input industries, scientists, economists and others.

· Articulate farmers’ issues in Parliament, Government & other arena.

· To initiate Administrative, Legislative and Legal measures beneficial for agricultural development.

· Development of Indian farmers as a Knowledge Workers.

· Advancement of Indian Agriculture to become Globally Competitive.  

· Develop India as an Agricultural Super Power. 

2. Indian Farmers & Industry Alliance (IFIA) 

Indian Farmers & Industry Alliance (IFIA) was set up for empowering farmers through partnership.  It is joint venture between Federation of Farmers Associations and Confederation of Indian Industry (CII) which is India’s leading Apex Industry Associations.  Its objectives are identifying important issues for agriculture development, welfare of farmers, growth of agro-based industries and exports.  It will pursue them with Govt. of India, Planning Commission, Financial Institutions, Members of Parliament, Intellectuals, International Organizations & others in order to develop favourable policies, obtain resources, build infrastructure and initiate other appropriate measures.

3. Consortium of Indian Farmers Associations (CIFA)
The FFA, AP is instrumental in establishing the National level Farmers apex body in the name of “Consortium of Indian Farmers Associations (CIFA)” at New Delhi.  It is registered on 6th March 2006 with the number: 55078/2006 and functioning at No.8/32, South Patel Nagar, New Delhi – 110 008. State level Farmers Federations and Commodity Committee Groups are the members in CIFA.  Millions of Indian Farmers are members of the Organizations affiliated to CIFA.  

Annex 4
Key relevant national research organisations and their related relevant ESFIM work programmes
Most of the research centres are focusing on technology (pre-production, large warehousing, food processing). They are not doing, or doing limited, research on technologies that benefit small scale farmer that enable the farmers in their marketing efforts. 
National Horticulture Mission brought together expertise from across the country to address the sector. This includes some elements of post-production expertise which may be relevant to future ESFIM work http://www.nhm.nic.in/ 
Some work mainly food processing is done by Central Food Technological Research Institute (CFTRI) Mysore-570 020 India (contact Dr. V. Prakash Director).

A number of academics work on market reform and market linkages including: Prof. V. S. Vyas is Emeritus Professor and Chairman, Governing Board, Institute of Development Studies, Jaipur; and P.K. Joshi, Director, National Centre for Agricultural Economics and Policy Research (NCAP).
Agrifood market studies have been undertaken by Indian Institute of Management Ahmadabad IIMA including both market linkage case study work and empirical assessment of small scale farmer inclusion in the dairy sector see www.regoverningmarkets.org  contact Prof. Vijay Paul Sharma. 
Much of the interesting and innovative work is being done by private sector organisations such as ITC (e-choupal), EID Parry (Indiagriline), or NDDB (in designing bulk milk coolers).

Annex 5
Related donor programmes

	World Bank
	
	
	

	Multi state programme of agricultural competitiveness 
	Maharashtra

Tamil Nadu

Andhra Pradesh 

Punjab

Rajasthan

Orissa


	?
	Details not available but can be sought from WB

	Orissa Rural Livelihoods Project
	Orissa
	90.45M  

2008-2013
	The objective of the Orissa Rural Livelihoods Project for India is to enhancing the socio-economic status of the poor, especially women and disadvantaged groups, in selected districts of Orissa. There are four components to the project a) institution building for support for Self Help Groups (SHGs) and their federations, b) community investment fund, c) livelihood promotion fund including value chain proposals; skills development and jobs for rural youth; and a livelihood innovations find and d) knowledge management and replication. 

	Andhra Pradesh Rural Poverty Reduction Project (APRPRP) 
	Andhra Pradesh
	65M Extension 2007
	The objectives of the Andhra Pradesh Rural Poverty Reduction Project (APRPRP) include: (i) expansion of the geographical coverage from six districts to the entire state; (ii) a sharper focus on the poorer and more vulnerable members (e.g., disabled people) of rural communities; (iii) greater convergence of health, education, nutrition, natural resource management, and antipoverty programs; (iv) emphasis on livelihood issues of the poor with a focus on sustainable rain-fed farming systems, value addition, job creation and non-farm employment opportunities; (v) piloting of social risk management instruments to reduce risks faced by the poor; and (vi) inclusion of other stakeholders, especially local governments, private sector, and civil society, in the implementation of the program.



	Bihar Rural Livelihoods Project - "JEEViKA"


	Bihar
	70M 

2007-2012
	The project objective is to enhance social and economic empowerment of the rural poor in Bihar. The project has four components: 1) Community Institution Development will build and strengthen primary and federated social and economic community institutions; 2) Community Investment Fund involves transfer of financial and technical resources to the Community Based Organizations on a demand driven basis; 3) Technical Assistance Fund will improve quantity and quality of service provision by public, cooperative, community and private service providers.

	India National Agricultural Innovation Project
	
	250M 

2006-2012
	The India National Agricultural Innovation Project contributes to the sustainable transformation of Indian agricultural sector to more of a market orientation to relieve poverty and improve income. The specific aim is to accelerate collaboration among public research organizations, farmers, the private sector and stakeholders in using agricultural innovations. The project has four components. Component 1 strengthens the Indian Council of Agricultural Research (ICAR) Component 2 funds research on production-to-consumption systems. Component 3 funds research on sustainable rural livelihood security. Component 4 supports basic and strategic research in the frontier areas of agricultural science.



	IFAD 
	
	
	

	National Microfinance Support Programme 


	
	The programme has leveraged an IFAD loan of US$22 million to access a grant fund of US$23.5 million and a total loan and equity fund of US$89 million.
	The programme directly supports financial institutions under the guarantee of the central government. It has the aim of improving and expanding access to microfinance services for poor people in both rural and urban areas. It will help develop a more formal, extensive and effective microfinance sector on a national scale and it will support the development of sustainable microfinance institutions.

IFAD funding, which is restricted to rural and semi-rural areas, focuses on lending to third parties, usually self-help groups. This programme also takes an innovative approach towards commercializing the microfinance sector
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