NATIONAL MOVEMENT TO PROTECT
INDIAN DOMESTIC TRADE

TRADER'S NATIONAL CHARTER

· A National Trade Policy for Retail Trade should be declared.
· Complete ban on entry of Multinational Companies and domestic
corporate houses in Retail Trade and recommondations of Parliamentary
Standing Committee on this issue should be implemented.
· Formation of a seperate Ministry of Internal Trade both at Centre and
States.
· India should be declared as Free Trade Zone on "one mandi concept" and
all sorts of Road Permits, Entry Forms, Octroi, Check Post during interstate business should be abolished.
· The Traders should be awrded the status of " Tax Collector" and amount
spent on collection of tax should be reimbursed by the Govt.
· All sorts of Commercial Taxes must be subsumed under GST and one
single tax taxation system should be introduced in India.
· A Central Board of Indirect Taxes should be formed like Central Board
Direct Taxes.
· A seperate Cadre Indian Taxation Services(ITS) should be introduced on
the pattern of IAS & IPS for taxation departments in India.
· Financial Assistance on easy terms should be made available to traders
from banking & financial Institutions on primary sector lending rate.
· All sorts of taxation and other Laws, Rules, Acts etc governing trade
should be reviewed by a Review Commission.
· Pension should be given to traders attainaing the age of 6o years.
· Trade Commissioner system as enforced in Gujarat should be
implemented in all States.
· A policy to upgrade and modernise the existing retail trade should be
declared by the Govt.
· Representation should be given to traders in Govt Committees and Boards
related to trade and commerce.
· Abolition of Inspector Rule across the Country.
· Requisite infrastructural facilities should be made availabe to traders.
· Proper and efficient Security of Commercial markets should be ensured
across the Country.
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Preface
Farmers play an vital role in food security of India. India till late 1980’s was known as
land of farmers; however the economic condition of farmers was never better. The
economic condition of average Indian farmers has deteriorated in recent years due to
high input cost and low returns. It is ironical to see the poor condition of Indian
farmers despite lot of emphasis on farmers and agriculture both by central and state
governments. Often Indian traders are blamed for the plight of Indian farmers.
The fate of any sector of economy is largely dependent on policy. The condition
farmers too has suffered due to bad agricultural policies. Since 1990’s the focus
government is towards corporate sector. In order to boost financial condition
Indian economy, a section of influential policy makers, believe foreign investment
various ailing sectors in order to improve the fate of people.
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Foreign direct investment in retail trade is the latest policy level move which aims to
make radical change in retail experiences of consumers. It’s not just consumers; the
proponents of FDI in retail believe the current miserable condition of farmers could
be changed with the help of foreign money. Government instead of introspecting the
faulty agricultural policies since independence that led to current miserable economic
conditions of farmers has blamed current retail trade system responsible for the plight
of farmers. The matter of fact is - it is not the current retail system or Indian retail
traders, but the policies of government which due to vested interest has always made
policies which looks pro farmer, but acts contrary. Rather the main beneficiary of the
agricultural policies is agro-companies or corporates.
This book counters governments claim on the benefit of FDI for farmers. We have
enough global experiences which show that big corporate retail chains have not
benefitted any marginalized section of farmers. Corporatization of retail trade will
eventually lead to corporatization of agriculture, which will ultimately not only
control the farmer’s autonomy, but also dictate what to grow, how to grow. In this
process of ‘what’ and ‘how’ to grow, Indian farmer will just become puppet in the
hands of foreign corporate players. Though, a large section of people strongly believes
that international retail players will definitely offer better price to India farmers for
their produce and will also help Indian farmers by introducing modern concepts in
farming and post production processes. However the same section of people overlooks
the factor that the condition of farmers in the homeland of big corporate retail chains
is very vulnerable. There is no level playing between corporate retail chains and the
farmers. As a result day by day the number of farmers moving out of agricultural
business is very high in Europe and USA. In order to tackle the situation, Western
countries highly subsidize the farm operations. Its not that these countries cannot
1

afford food from other countries, but the food security concerns ensures that a
sizeable number of population is engaged in farming, even though it means a lot of
government subsidy. However if one looks at current government policies, our
government in principle is against the policy of subsidies. In such contrary situations
where the farmer is expected to produce the finest quality of agricultural produce with
modern inputs that’s too with market’s expectation of cheaper or lower price, how
can Indian farmer cover his input cost?
FDI in retail has nothing to offer to Indian farmers or consumers. It is just the
predatory policies which in initial years will show some golden dream to farmers and
consumers, while in long run its objective is to maximize profit and control food
economy of India, where Indian farmers will play a role of mute spectators rather
than of active partner.
Naresh Sirohi
General Secretary
Kisan Morcha
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Executive Summary
1.

Government of India has projected FDI in Retail as one stop solution for problems
associated with Indian Agricultural system.

2.

Traders, especially the retail readers and road side fruits and vegetable vendors are
projected as the main villains who over the successive years have successfully drained
the profit of Indian Farmers.

3.

MNC retail chains who have not been able to pass on the benefit of consolidation of
retail economic space to their own farmers are expected to change the lot of Indian
farmers.

4.

Indian farmers, especially the small and medium farmers are expected to earn more
because of generous business model of companies like Wal-mart, Tesco or say any
other mega retail chains.

5.

These international retail chains are also projected as the investors who will fund
required investment to improve the bad post production or post harvest
infrastructure.

6.

Retail investors will also invest in supply chain infrastructure, which includes cold
storage, refrigerated vans, wide and better roads, good and effective connectivity.

7.

The managers of these retail chains to make farmers aware about the best agricultural
practices, market demands of agricultural produce, fair pricing, better packaging and
marketing etc.

8.

Consumers to get benefit of good quality produce, with better packaging and lower
cost.

9.

International experiences shows nowhere in the world farmers have befitted with the
emergence of corporate mega retail chains.

10.

Corporate retail chains have infact suppressed farmers and other key stakeholders
with their power to dictate terms.

11.

Over the period of last fifty years, the conditions of farmers and even other people
associated with agricultural practices has deteriorated.

12.

Many farmers of US and UK have quit farming in recent years due to unviable and
biased agricultural returns, despite getting heavy subsidy from local government.

13.

Global examples clearly expose predatory pricing policy of corporate mega retail
chains.

14.

Companies like Wal-Mart is eying Indian retail market due to its potential.

15.

Some of these companies in order to gain access to Indian markets has left no stones
unturned.

16.

Walmart has spent nearly 60 crores rupees lobbying purpose and make people of
India ‘educated’ about the befits of wal-Martization in India.
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17.

Not just lobbying these companies also tries to interfere in our local political decision
making process.

18.

Foreign funds and opening of foreign retails chains is not going to help Indian
farmers.

19.

Indian farmers need government support in order to sustain and prosper.

20.

Current policies and system needs major revamp and restructuring.

21.

Blaming middleman and small retailers for the plight of Indian farmers is nothing
but just a tactical move to divide the people of India.

22.

FDI in retail will not just wipe out crores of small and medium traders but also
ensure that the condition of Indian farmers is no better than bonded corporate
labourers.

23.

The greed of profit will not deter these companies in dictating for certain crops of
commercial interest, thus leading to shortage of essential stapples. However these
retailers will import cheap staples from other countries, thus leading to unfair
economic competition where the Indian farmer is bound to loose.

24.

The attempt to destabilize Indian farmers in long run will prove dear to Indian Food
Security.

25.

The politics of farmers needs to be exposed and must be resented in the interest of
Indian Farmers, Consumers and Traders.

26.

Indian problems need local solution. Government must bring out policy of fair trade,
if it feels Indian Farmers are underpaid by Indian Traders. To solve this problem we
should not need any foreign investor who has been proved ineffective in improving
the lot of the farmers in their own countries. These companies have done more bad
than good to their own farmers.

27.

For fair and better agricultural prices of crops, government must insolate and protect
Indian market from cheap imported crops.

28.

Indian farm sector needs institution support for its financial requirements. Reserve
Bank of India must ask for compliance report from banks about their pledge to
provide soft loans to small and medium farmers.

Introduction
Agriculture is the world’s most important and oldest occupation having history of about
11,000 years. Agriculture in India has a significant history. It is believed to have started in
India about 4500 years ago1.Agriculture is the backbone of Indian Economy. Today, India
ranks second worldwide in farm output. Agriculture and allied sectors like forestry and
1

Uday Salunkhe (2011), http://blogs.welingkar.org/index.php/tag/agricultural-sector
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fisheries accounted for 16.6% of the GDP in 2009, with about 50% of the total workforce2.
The economic contribution of agriculture to India's GDP is steadily declining with the
country's broad-based economic growth. Still, agriculture is demographically the broadest
economic sector and plays a significant role in the overall socio-economic fabric of India.
Agriculture derives its importance from the fact that it has vital supply and demand links
3
with the manufacturing sector . The importance of agriculture is clearly reflected in five year
plans, which are the bible of Indian Planning mechanism.

Big Retails And Farmers Economic Conditions –
International Experience
Government of India is projecting FDI in retail as magic wand for economic prosperity
amongst the agricultural population, especially farmers. However if one looks at the
economic conditions, especially profitability and income of farmers of developed nations
(which are the hub of retail chains willing to invest in India Retail space aiming to improve
the income and profitability of Indian farmers), the situation is opposite. Farmers profit level
has gone down over the years after control of retail market by corporate retail chains. The
farmers of United States despite being heavily subsidized by government along with
advanced post production technology and efficient transport system complains about the
reduced income, lack of negotiating power, and exploitation at the hands of retail giants like
Walmart. Such big retail chains have not just proved as a threat to small retailers or say local
mom and pop stores but also are dominating on farmers with enequal terms of trade.
Despite the matter of fact, that farmers in developed countries have relatively larger land
holding size, technologically advanced, high awareness level are not able to do business with
retails giants on fair trade terms. If one looks at the income and profit level of US farmers of
1950s along with the income and margins of local mom and pop store, one will find that the
economic relationship between the farmers and traders was not of exploitative nature.
Though the aim of retailers was always to earn profit, however they were never in a position
to exploit farmers with unequal terms. However with the advent of mega retail stores, the
equation between the farmers and the corporations has changed. Its true that these large
corporations in initial years have offered relatively better price to farmers, thus ensuring
removal of chain of traders, often known as ‘middleman’. Once these middlemen were
removed from trading chain, the farmers have no other choice except to sell their produce to
companies like Walmart. Now the competition from market is removed. Farmers have no
other choice to except to sell their produce, and has to accept the payments by these
companies. Once competition is removed from market, market forces becomes puppets in
the hand of monopolist. In order to increase revenues, companies these retail giants during
initial years of operations attract customers by offering goods at lower price. This is also
known as predatory pricing which in long runs wipe out economically weaker competitor
2

"CIA Factbook: India". CIA Factbook. Central Intelligence Agency. Retrieved 2008-06-10.
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from market. Due to such lopsided monopolistic market, almost all stakeholders, whether its
producers, suppliers or consumers suffers while the retail chain is able to maintain its profit,
infact the revenue of company keeps on increasing.
It has happened in the United States. Ever since big retail - dominated by
multi-brand retailers like Wal-Mart - entered the market, farmers have
disappeared, and poverty has increased. So has hunger. Poverty has grown,
and hunger has broken past 14-years record…In Europe, despite the
dominance of the big retail, every minute one farmer quits agriculture. This
is because farmer's income across US/EU is on a downslide. According to a
report, farmer's income in France has come down by 39 per cent in 2009,
having already slumped by 20 per cent in 2008. More recently, in Scotland,
low supermarket prices are being cited as the reason for the exodus of dairy
farmers. Studies have shown that Tesco has paid producers 4 per cent less
price than the average prevailing in the open market…Even in Latin
American countries, including Brazil, Argentina, Uruguay and Colombia,
where supermarkets, most of them owned by multinational giants, now
control 65 to 95 per cent of supermarket sales, farmers have been forced to
quit agriculture…It is the massive farm subsidy that supports agriculture in
the US. If this subsidy, classified under Green Box for WTO calculations, is
withdrawn (as analysed by UNCTAD-India), US agriculture collapses. A
latest 2010 report by the Organisation for Economic Cooperation and
Development (OECD), a group comprising the richest 30 countries in the
world, states explicitly that farm subsidies rose by 22 per cent in 2009, up
from 21 per cent in 2008. In just one year in 2009, these industrialised
countries provided a subsidy of Rs 12.60 lakh crore to agriculture. And it is
primarily for this reason that the farm incomes appear lucrative. Left to big
retail alone, European farmers would have packed up by now…Till 1950, a
farmer in America used to receive about 70 per cent of every dollar spent on
food. In 2005, it had come down to not more than 3 to 4 per cent. If the
middlemen have been squeezed out, as is being made out, farmer's income
should be increased. Why it has instead gone down drastically is because
farmers' income is being devoured by the new battery of middlemen
swamping on him like a vulture. That is why the US/EU governments are
providing subsidy support to keep farmers alive…Family run outfits, typified
by the mom-and-pop stores, have been ravaged out of existence by the
aggressive tactics and predatory pricing of Wal-Mart. A similar story is found
in Britain where farmers have had their profit margins squeezed to the
absolute minimum. Local shops have gone under, unable to compete against
the superstores who have now opened their own Metro stores in the very
same areas where the small village style shop was once trading. All over
Britain and in many small American towns, the once vibrant retail sector has
all but been diminished by the activities of the faceless corporate leviathans.
Urban centres lie decaying save for fast food eateries, pubs, nightclubs, pawn
6

brokers, and establishments specializing in catering to those addicted to
gambling and sex. These are the only places, along with the supermarkets,
actually making a very nice profit in the midst of a global economic
4
recession .
There are numerous reports based on factual analysis where the findings have clearly shown
the that the farmers profit and overall income has not witnessed any positive change despite
these mega retail chains’s revenue and profit has increased over same period. The main
model of high revenue earnings of these big retail chains is by cost cutting at every level. In
the process of cost cutting, the most disadvantaged group is of farmers or people associated
with primary activities.
Do we honestly think that Wal-Mart, which demands the lowest prices from
all of their producers, is going to pay the premium that small farmers need to
charge for their fruits and vegetables? And what does that mean to the small
farms that exist in these food deserts that are doing their part to alleviate the
problem at a farmstand or farmers’ market? Will they be forced out of
business, like so many other mom-and-pop shops, because they can’t
compete with the purchasing power of the big box? Will it prevent people
from starting new small farms, knowing that the big retailers will vastly
5
undercut their prices and drive them out of business ?
National Farmer Union, United Kingdom, highlighted the challenges of Dairy sector in its
report, The Great Milk Robbery, published in 2010. This report specifically throws light on
increased supermarket price for dairy products. This report clearly exposes the myth about
win win situation for both farmers and consumers with the advent of mega retail chains.
A report released today makes it absolutely clear that the substantial rises in
wholesale prices of major dairy commodities such as milk, cheese and cream
in the UK should have generated increases in returns for British milk
manufacturers…The findings of our work not only confirm that farmers
have yet to see the full benefit of the rise in the dairy market, but, shockingly,
they reveal that the total revenue to processors from dairy commodities in
May 2010 was £19 million higher than in May 2009. This is equivalent to an
average increase of 4.3 pence per litre - and far from reflected in increased
returns to dairy farmers. If markets remain at their current level, this will rack
up an extra £57 million in total revenue to processors every quarter. Tough
economic conditions have seen the big grocers resort to record levels of
promotions – often funded by suppliers – to win customers, with low prices
for staples such as milk, cheese and bread. About 3,000 out of the UK's
4

Ranbir Singh, http://www.chakranews.com/is-walmart-the-reincarnation-of-the-east-india-company/1864
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Wal-Mart Aims to Crush Food Deserts, Small Farms By DAVE FISHER/ecoRI News staff,
http://www.ecori.org/local-food/2011/7/26/wal-mart-aims-to-crush-food-deserts-small-farms.html
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13,500 dairy farmers have special deals with the likes of Sainsbury's and
Tesco. The relationships are judged to have been good news for farmers, but
the cost of production, at 27.5p per litre, remains 3p higher than the average
retail price of 24.5p. "This means the majority of dairy farmers are losing
6
money on every litre of milk they produce,"
Its not just agriculturists who are pointing towards reduced profits and income, but also
people associated with other primary activities, i.e, meat producers. The resentment of meat
producers over lower price offered by prominent corporate meat processing and marketing
companies are quite evident
The viewpoint of the union, the United Food and Commercial Workers , is
echoed by such groups as the National Farmers Union, a 190,000-member
organization. Until recently, farmers and ranchers had mostly been directing
their ire at meat producers such as Tyson Foods Inc. and Smithfield Foods
Inc. Now some are saying Wal-Mart, whose motto is “Save money. Live
better,” is unfairly cutting food costs at their expense… Pressured by
supermarkets like Wal-Mart to cut costs, the meat companies in turn force
7
ranchers and farmers to sell their livestock at lower prices .
Its not just traditional farmers who have started feeling the heat of increased cost of farming
and low returns, but also the threat is looming large for those farmers who produce organic
farm products. Till date organic produce gives good returns to farmers because of its demand
by health conscious consumers who are willing to shell out bit extra money for healthy food.
The introduction of organic food by Walmart has not only threatened organic farm
producers of price war, but it also puts a question mark on the quality of organic produce.
The cost of organic produce is relatively high - almost double or even more than normal
produce because of lower production quantity, lower shelf life, too much involvement of
manual labour, use of natural manure and organic pesticides, etc. If big retail chains like Wal
–Mart decides to sell organic agriculture products, it will definitely need higher quantity of
produce. Such high volume itself is questionable, because of relatively lower yield. This gives
an impression that commercialization of organic products may ultimately lead to
compromise on the quality of produce, which is not at all good for consumers. Also the
farmers will be threatened by buying capacity of such big corporations. These big
corporations will definitely impose their grading standards which will ensure lot of rejection
as organic produce generally cannot ensure produce of same uniform size and texture. Only
those with grade one quality will be purchased while the others will be left out, this will
mean heavy loss to farmers and people will not be willing to pay premium price for left-out
organic produce.
6

Christopher Barclay (2012), Milk Prices, Quoted Statements of NFU dairy board chairman Mansel Raymond
and Peter Kendall, president of the National Farmers' Union, UK, www.parliament.uk/briefingpapers/SN00546.pdf
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If Wal-Mart lends their logistical prowess to organic food both farmers and
consumers will be big winners by virtue of a more competitive marketplace.
However, if Wal-Mart applies their standard business model, and in essence
Wal-Marts organics, then everyone will lose." The Institute's white paper,
Wal-Mart Rolls Out Organic Products—Market Expansion or Market
Delusion?, makes the argument that Wal-Mart is indeed poised to drive
down the price of organic food in the marketplace by inventing a "new"
organic—food from corporate agribusiness, factory farms, and cheap imports
of questionable quality. "Organic family farmers in this country could see
their livelihoods disintegrate the same way so many industrial workers saw
their family-supporting wages evaporate as Wal-Mart and other big-box
retailers put the screws to manufacturers—forcing a production shift to
8
China and other low-wage countries," .
Who offers consumers buy one get one free? Big retail chains tempt consumers by fabulous
offers, particularly with discounts and offers like buy one get one free. This effectively means
fifty percent discount. Not a bad deal at all. However as per economics, all these super giants
are in market for profit and not for helping consumers save some money. Someone has to
bear that cost of free product. Numerous studies have pointed out that the free offers are
often the offers which have been negotiated between the retail chain and the manufacturer
and producers. Manufacturers and producers, because of the volume of purchase and their
lower say in decision making power are often exploited by retail giants. In this game of
negotiation, farmers are the most vulnerable lot as they are purely at the mercy of such big
retailers. Farmers are not just exploited in-terms of pricing, but also are often dictated on
‘standard’ packaging. This cost too is obviously borne by farmers. The proponents of big
retails need to analyize if such kind of economics is really doing any good for already
vulnerable agrarian class or helping profit making retail chains from giants to monster.
You can pick up a punnet of British raspberries – at their best this weekend –
on a two-for-one offer in most supermarkets. But as shoppers reach for that
quintessential summer treat, they should perhaps ponder the fact that it is the
farmer, not the supermarket, who is paying for the generous discount…The
farmer may well be making no profit at all, with no choice in the pricing and
little or no idea, when he picked and shipped the raspberries, how much he
would get for them. Or that the packaging would be paid for by the farm,
but done by a company chosen by the supermarket – at up to twice the cost
of it being packaged independently…Discounts such as "buy one get one
free" are not a generous gift from the supermarket. What they mean is that
the farmer will be paid less – but he or she has no ability to negotiate or even
be informed if their crop is put on special offer. If a crop has been overordered and doesn't sell, the supplier may have to pick…A particular bone of
contention is that supermarkets insist that packaging and processing be done
8
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by firms they nominate – even though charges are much higher than they
would be on the open market for exactly the same service up the cost of
9
disposal
Its not just free offer which is hurting the farmers inters, but also the concept of relatively
cheaper price offered by big retail chains in comparison to local small mom and pop stores.
Local mom and pop stores sell at marginally higher price, almost without any discount
offers, because of their inability to negotiate and suppress producers interest to a large extent.
However in case of big retail chains due to their buying power, the fate of producers is purely
at the mercy of ‘managers’ and ‘business analysts’ of these firms. Its not the market which
decides price, but the overall organizational policy which decides the prices of commodity.
As explained earlier it’s the supplier who bears the cost of lower price and not the seller. This
is evident even with local mom and pop store. No retailer would like to subsidize products to
consumers. Someone needs to pay for the cost and profit. Its either consumer or the
producer. Because of competition and to attract consumers, lower price is one of the
attractive option before retail chains to attract customers ad increase sales volume. In order to
increase sales volume along with keeping their profit margins intact or even increase the
profit margins, these retail chains practice cost cutting in various means. Price negotiation is
one of the measure which helps in lowering rice of commodity. Lower price will always be
good for any consumer, but at the same time if it is not regulated, hurts someone, especially
the primary producers. On long run this model is not sustainable unless corrective measures
are not taken.
U.S. anti-trust law has always recognized buyer power as an anti-competitive
practice, but authorities have rarely taken the issue seriously when reviewing
the agribusiness mergers that in the last two decades have placed the majority
of the world’s food in the hands of a small number of corporations. WalMart and other ever-larger supermarket chains force down prices from their
giant suppliers, which in turn demand rock-bottom prices from
theirs…Farmers are at the bottom of this food chain. This race to the bottom
squeezes the life out of farms, particularly the smallest farms. And it hurts
rural communities not just by lowering farm prices, but by forcing down
wages for agricultural laborers, packing workers, and others in the food
10
industry .
The decline in small and medium-sized agricultural businesses in Britain is
largely because of the big retailers' "amoral" buying policies.11
Why agribusiness? Aren’t they driving prices down? Well, yes and no, and
both are a problem. If they are so big they can exert monopoly control over
9

Alex Renton , 2011, http://www.guardian.co.uk/environment/2011/jul/02/british-farmers-supermarket-pricewars
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A decade ago coffee growers earned $10 billion from a global market of over
$30 billion but now they receive less than $6 billion out of a global market
$60 billion. The cocoa farmers of Ghana now receive only 3.9% of the price
of a typical milk chocolate bar but the retail margin hovers around 34.1%. A
banana farmer in South America gets 5% of the retail price of the banana
14
while 34% accrues to distribution and retail .
The high physical involvement with high input cost, high risk with no or almost negligible
margins forces farmers to discontinue their traditional source of living. Younger generations
are not interested in agriculture not because of employment opportunities in other sectors,
but also because of lower price and exploitative business terms for their hard earned produce.
In North America and Europe, agribusiness companies have pushed farmers
out of agriculture. As a result, only 7,00,000 farming families are left on the
farm in the United States. Despite massive subsidies in European Union, one
farmer quits agriculture every minute.15
Mexico signed the North American Free Trade Agreement in 1994. It has
since witnessed a virtual takeover by Walmart which has gained nearly a 50
per cent share of the country's retail market…Mexico can now be described
economically as a vassal state. A combination of big retail and imports under
NAFTA has driven over 1.25 million small Mexican farmers — 25 per cent
of the country's farmers — off their farms16.
Cheap price is not just detrimental for farmers but to whole of nation especially when a large
number of agrarian population decides to quit agriculture. Often it is experienced that big
chains like Wal-Mart, Tesco and others in order to bring down food prices, flood local
market with cops produced in other parts of world. The cheaper agricultural produce from
other counties replaces the shelves and are projected as cheaper and best, economic option in
the interest of consumers and nations. However this argument has a basic flaw – that is
nothing but a question mark on self-sufficiency, self-reliance and food security of country.
Any independent country cannot be a truly independent if it depends on other counties in
order to meet its agricultural demands, despite getting uninterrupted cheaper food supplies
from international market. During crisis, the conditions of such countries not only becomes
vulnerable but also makes the life of consumer miserable. People are forced to shell out any
exorbitant price as demanded by importers – the retail giants.
The idea is that a country can import all the food it needs, and it should do
so if it can get that food more cheaply from abroad than it could by having
its own farmers grow it. One obvious problem with this approach is that if
http://www.ase.tufts.edu/gdae/Pubs/rp/TWG20ResurgenceMar10.pdf
14
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farmers stop growing food, their families don’t have anything to eat, and if
they can’t get jobs, they have no money to buy food…A country can end up
in a situation of food dependency, which becomes particularly problematic
when prices spike and supplies get tight. That is what we saw recently with
what became known as the food crisis. Countries like the Philippines
couldn’t get the rice they needed. They had stopped producing enough rice
to protect themselves from such a market shock, and they couldn’t get
anyone to sell it to them because governments were concerned about feeding
their own people first…This exposed the dangers of following policies that
say you can get all the cheap food you need out in the international market.
A lot of countries have taken note of that; the Philippines is now on a multi17
year national campaign to restore self-sufficiency in rice production .

THE PERFECT GAME OF IMPERFECT MARKET
Corporate lobby though out the word is projecting the benefits of direct company and
farmer trade relationship where it projects its generosity to offer ‘fair’ market price, lower
profit margins for self, passing of cost benefits to consumers and creation of employment.
This model though practiced by world’s biggest capitalist corporate forces in theory looks
very much people centric in nature.
The “company + farmers” model used throughout industrialised agriculture
mainly consists of establishing certain regular, contractual economic
relationships between the farmers and the food processing and retail
companies in order to develop integrated farming. There are three types of
contractual relations that differ based on their type and the closeness of the
bond between the two parties: the “perfect market contract”, the “partial
market contract” (semi-competitive) and the “integrated farming contract”.
Currently, the “partial market contract” is the most widely used. In the
partial market contract, the company and the farmer determine their
respective rights and obligations concerning production, sales, services
provided, profit distribution, and risk sharing. Its purpose is to contractually
establish the profit distribution mechanism between the company and the
farmer in order to regulate commercial relations between the two parties. In
this four-player chess game, the role and the actions of each player are the
following: (1) The company: operator and main beneficiary of the “game”,
the company is in a dominant position during the negotiations and the
execution of the contract, and can place blame on the farmers when a food
safety problem occurs; (2) the farmer: producer and main loser of this
“game”, he is at a disadvantage during negotiations and implicitly takes on
17

Timothy A. Wise , 2010 The True Cost of Cheap Food, The globalisation of the food market has made food
cheap, but who is benefiting? Resurgence, Issue 259,
http://www.ase.tufts.edu/gdae/Pubs/rp/TWG20ResurgenceMar10.pdf
13

market risks that are technically not his responsibility. During the production
process, he often cheats on the quality of the work and the products in order
to maximize his share of the profit, and thus provides agricultural products
that do not adhere to established standards. The farmer is therefore not only
the “victim” of an imperfect contract, but also the initiator of poor food
safety practices; (3) the consumer: often victim to the tricks of other
“players”, consumers do not have the means to ensure the safety of their food
products because of asymmetrical information. When a food safety incident
occurs, the blame is placed on the farmer and the consumer simply cannot
take the farmer to court. The consumer’s rights are therefore left unprotected
and he cannot do much about the situation, so he tolerates it and allows the
company and the farmers to continue putting poor quality food products on
the market; (4) the government watchdog: inappropriate control methods
and laxity. It is impossible to survey and control the companies and the
farmers’ activities because they are spread out over a large territory and it
would cost far too much. Some local authorities or administrations in charge
of controlling companies and farmers go as far as to become their
accomplices to further their own interests, and turn a blind eye to their
18
offences .

Indian farmers and Key Challenges
Since this paper is aimed to discuss the implication of FDI in Retail on agriculture, thus only
the relevant ones are briefly discussed.
Small farmers constitute 80% of all farmers and contribute to 40% of farm production with
40 % of all farmland. However only 10% of the total agricultural bank credit goes to small
agricultural loans.
The Standing Committee on Agriculture in their Report NO 41 dated 22nd July 2008, have
stated that the prices of agricultural produce received by the farmers are lower than the prices
of the same prevailing in a free market and are often less than the cost of cultivation.
Remunerative prices should be fixed for farmers’ produce.

MSP LESS THAN COST OF PRODUCTION
To sustain any economic activity the cost of production has to be substantially lower than
the returns of the production. Agriculture which is the major source of income for nearly
50% of population with contribution of roughly 17 percent contribution in GDP is
currently facing a situation where the revenue earned is relatively less than the cost of
18
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production. A large section of Indian farmers are practicing agriculture for sustenance with
the hope of some miracle so that they too can reap the benefit of economic growth and
development. In order to protect the interest of farmers, government has put the concept of
Minimum Support price for agricultural produce. However the matter of fact is that the cost
of production is invariably higher than the minimum support price, due to ever-increasing
prices of diesel and other inputs. In its report, Commission for Agricultural Cost and Prices,
2011, it observed that despite announcement of MSP, the last season witnessed market
19
prices of wheat going below MSP in several states by a margin of 10 to 15 percent .

AGRICULTURE: A LOSING PROPOSITION
With each passing year profitability in agriculture keeps on declining mainly due to
stagnancy in yield growth and increase in prices of inputs outpacing the increase in prices of
output. The cost of many crops are not covered even by MSP in many States. Many a times
it has been observed that farmers despite announcement of MSP, actually gets much less
amount in open market because first despite the announcement of MSP, the government
itself is not willing to buy the produce and secondly the private buyers due to surplus of
crops in market often resort to bargain. This kind of market situation leads to loss to farmers.
It would be extremely unlikely that in long run farmers would continue to cultivate these
crops .In general, especially for small farmers, the total monthly income of farmers
households is much lower than the total consumption expenditure. Such kind of situation is
indication towards the economic unviability of agriculture and farmers opting for other
economic avenues for livelihood.
The first and foremost is the need to make Indian agriculture remunerative
enough so that farmers feel incentivized to adopt new technologies, and raise
productivity in a sustainable manner. This would help cut down real costs of
production over time, making Indian agriculture a globally competitive and
vibrant sector that can lead in reducing poverty in rural areas. The
development experience of developing countries during the last 25 years or so
suggests that a percentage growth in agriculture is at least two to three times
more effective in reducing poverty than the same growth coming from
nonagriculture sectors. In case of China it was 3.5 times more effective and in
20
case of Brazil it was 2.7 times more effective .
Its not just the income of farmer which has witnessed decline over the years, but also the the
country as a whole too has experienced the decline of agricultural sector income. The total
contribution from this sector to national income was roughly 55percent in 1950, which
came down to nearly 16% percent in year 2010. However the decline of number of
population dependent on agriculture was not so drastic.
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Agriculture has become a relatively unrewarding profession due to generally
unfavourable price regime and low value addition, causing abandoning of
farming and increasing migration from rural areas. The situation is likely to
be exacerbated further in the wake of integration of agricultural trade in the
global system, unless immediate corrective measures are taken21.

LACK OF EFFECTIVE COORDINATION BETWEEN AGRICULTURAL EXTENSION
SERVICES AND INPUT SUPPLY LINKAGES
Though there is no dearth of agricultural research institutions which keeps on spending huge
amount on latest research on various aspects related to agricultural practices, however the
focus of these institutions is highly tilted towards academic side. The link between academic
research and its practical applicability is to a large extent is missing. Farmers are not able to
reap the projected benefit due to numerous reasons like difference in situation between
controlled environment vs actual ground reality. Also most of the research work are restricted
till laboratories, the information dissemination is quite limited and is not upto the mark.
Even when the information is upto the mark due to the issues of infrastructure, support
related or lack of financial availability the farmer is not able to get the benefit of latest
findings.

UNORGANISED AND POOR MARKETING LEADING TO DISTRESS SALES
Almost 80 percent of farmers have less than 2 acres of land. This effectively means that these
section of agricultural community lack strong negotiating power. The smaller unit of land is
not just indicative of weaker bargain power nut also a sign of relatively lower financial
condition. Due to lower financial or economic conditions, a large section of such farmers are
often entrapped in debt circle. These sections only keep revolving their debt season after
season with the hope of one good season. However every season they need to clear their dues,
and in order to clear the dues, these people are often victim of situation and thus they
sometimes square off their debts. Such square off sometimes means loss of margin in the
range of 10 to 30 percent. Also because of lower volume of produce, these unorganized
farmers do not have much say in the mandis or wholesale markets during procurement
process.

SUICIDES OF FARMERS
High input cost and under recovery of prices for produce along with pressure to replay
financial advances and no timely intervention of government to take care of the situation
creates so much stress among the poor farmers many of them are not able to cope up the
pressure and ultimately deciding to get rid of their life. In year 2009 alone, as per the official
figures are available some 17,638 farmers has committed suicide due to financial hardships
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and no support from financial institutions or government. Even this figure is highly
debatable as this figure do not considers women folk because of stereo type belief about male
dominance in frontline agriculture activity. Even though if we accept this figure, it suggests
22
that one farmer is committing suicide in every 30 minutes . Surprisingly a large number of
farmers belongs to those innovative farmers who has adopted modern seeds and have
adopted so called ‘best practices’ and ‘high-yielding’ seeds promoted by agro biotechnology
companies. The high cost of seeds along with high cost of fertilizers, pesticides, diesel, cost of
irrigation, labour etc followed by loss of production due crop failure due to draught,
inadequate rainfall, flood and lower market price often leads to mounting debt pressure on
farmers. Farmers under monetary pressure, when uable to ber mental trauma, commits
suicide, however the net income of seed companies, fertilizer companies and pesticide
companies keeps on increasing. Interestingly the high cost of HYV seeds and GM seeds are
mainly high due to patents and high royalty paid by Indian agro biotechnology companies to
foreign companies (innovator) like Monsanto.
The adoption of the neoliberal model of capitalism by the ruling elite in
India since the early 1990s have led to distinct aggregate-level institutional
and policy changes related to public investment, input subsidies, organized
credit and external trade; these policy changes have negatively impacted on
the incomes of small and marginal farmers while their essential expenditures
have continued increasing. Stagnant incomes and rising expenditures have led
to pressures of mounting debt, creating acute distress that often lead to the
23
extreme step of suicide .
The reasons for suicides, indebtedness featured as the prime reason. Although
a direct link between distress and indebtedness has not always been
established, the spate of suicides has been associated with it . After the Green
Revolution agricultural activities have become cash based individual
enterprises requiring high investment in modern inputs and wage labour
.This is evident from the list of states with high incidence of farmer suicides,
which are not necessarily backward or predominantly agrarian or with low
income. A common feature that we discern is the high level of
commercialization of agriculture and the trend towards cash crops in these
states. Increased liberalisation and globalisation have in fact lead to a shift in
cropping pattern from staple crops to cash crops like oilseeds and cotton,
requiring high investment in modern inputs and wage labour, and increasing
credit needs but when the prices declined farmers had no means to
supplement their incomes . When crops failed and or prices went down they
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had no means to repay the loans. Incidence of indebtedness among farmer
households was the highest in AndhraPradesh (82 per cent), followed by
24
Tamil Nadu (75 percent) and Punjab (65 per cent) .

FREE MOVEMENT OF IMPORTED AGRICULTURAL PRODUCE
Being a signatory of WTO, India cannot not to a large extent keep its doors closed for
agricultural produce of other member country. Slowly India has lifted restriction on imports
of agricultural products leading to flood of relatively low price agricultural products from
countries where the farming is heavily subsidized by their local governments. Although from
consumer point of view it gave alternatives but this lead to immense financial pressure on
Indian farmers. This by a perverse turn of policy, the minimum support price (MSP) for
many crops have been kept below market prices25.

RESTRICTION ON EXPORT OF AGRICULTURAL COMMODITIES
Government of India’s though signatory of international trade treaties which facilitate free
flow of agricultural products in India, however in order to control inflation ad keep lower
price, often discourages export of agricultural produce.

DWINDLING INSTITUTIONAL CREDIT
Agriculture was prime focus in all initial five year plans. The success of green revolution not
only ensured food security but also ensured that farmers get maximum institutional support
to carry out their economic activity and are able to adopt and invest the much required
capital. The policy makers supported the idea to provide institutional credit at very low
interest rates to farmers.
After nationalization of the banking system in 1969, there was an impressive
expansion of credit to the agricultural sector. The share of agricultural credit
in total bank lending nearly doubled from around 10% in the mid-1970s to
about 18% in the late 1980s. Financial liberalization, an important part of
the neoliberal policy regime, reversed this trend. The share of agricultural
credit in total bank lending declined from the peak of 18% in the late 1980s
to about 11% in 2005. The decline has continued since then. Financial
sector reforms also struck down the policy of branch expansion to rural areas
in the mid-1990s. The result has been along expected lines: rural branches of
commercial banks has declined from 51.2% in March 1996 to 45.7% in
March 2005. Data also shows that the share of agricultural credit cornered by
24
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farm sizes of more than 5 acres has increased26.

Politics of FDI in Retail and Farmer
Government of India in its announcement of intention to open Retail sector for MNC retail
chains has vehemently argued favorably for the investments by foreign retail giants. One of
the argument for the need to FDI in Retail is to improve the condition of farmers of India.
Government in order to improve the economic conditions of farmers need investment by
foreign retails as according to government these retail chains will do systematic overhaul of
trading system. The biggest beneficiary according to government will be farmers, as the
foreign retail giants will ensure comparably more returns for the production of agricultural
produce than current monetary returns offered by Indian traders. Not just more profits,
Indian farmers destiny is going to be changed with investment by foreign investors on supply
chain infrastructure which will include up-gradation of existing outdated cold storage
systems, building and setting up of modern cold storage facilities across country,
introduction of refrigerated vans, better road and transport network. All these measures will
help in minimizing post production loss and help farmer to decide timing to sell his produce.
Also government believes that these retail chains will help farmers in organizing because there
will be corporate buyer who will do fair practices and pass necessary information to farmers
so that they can resort to best practices. Implementation of best practices will ensure quality
products, and quality products in turn will obviously fetch better price of produce. This will
not just be beneficial to farmers but also Indian consumers as they will get good quality of
agricultural products.
27
According to Montek Singh Ahluwalia , Deputy Chairman, Planning Commission,

…With increased foreign investment there will be rapid modernization of the
entire supply chain. Relaxed FDI norms will bring in much needed capital
that will help create efficiency in the supply chain there by reducing wastage
in perishable products such as fruits and vegetables.
Similar views are also echoed by Chandrajit Banerjee28, Director General Confederation of
Indian Industry (CII).
The biggest beneficiary would be the small farmers who will be able to
improve their productivity and realisation by selling directly to large
organised players and therefore disintermediate the current value chain.
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Currently out of the 190 million tons of produce Indians consume every year, 95%is bought
29
from street vendors .
All these claims and arguments needs deeper analysis, as we need to understand if the above
stated benefits will actually help improving the economic conditions of Indian farmers or its
just another ploy of government to ensure entry of foreign retail chains in the name of
farmers.

INTERNATIONAL RETAIL CHAINS – RAY OF HOPE FOR INDIAN FARMERS
PROSPERITY?
The previous section has clearly identified key challenges faced by Indian farmers.
Introduction of foreign retail chains has no direct correlation with any of those issues as all
the stated problems faced by Indian farmers are due our policies. The deplorable conditions
of farmers overs the years since independence is due to our growing lack apathy and neglect
towards agrarian society and promotion of consumerist society, especially with the country’s
adoption of neo-libralization policy of early 1990s. It was during this period, followed by
many global events especially in the areas of free trade, India has signed many treaties which
has lead to such deplorable and vulnerable conditions of Indian farmers.
The governments new politics of inviting foreign retailers and projecting them as one stop
remedial solution for Indian farmers itself is highly faulty and is highly influenced by vested
interest of international retail chains, whose ultimate objective is to exploit local market and
earn maximum profit. The international experiences of farmers of USA and UK are in front
of whole world, where despite their local governments providing huge subsidy to their
farmers, the net profit of farmers is highly questionable. The exploitative nature of these
international retails chains is often exposed by the farmers and farmer unions of those
countries. Now the question is if the so called generous international retail companies /
chains are not able to help in uplifting the financial conditions of their own population, how
and why will these companies be oo much bothered about the poor infrastructure, and
farmers income in India. Does this mean the companies whose ultimate aim is to consolidate
retail market and maximize profit in USA or UK or say in any other part of the world would
heavily invest for philanthropy purpose by subjugating its core business principle? If that was
the case what was the need of spending 56 million dollars by Wal-Mart alone in recent years
to invest in India.

POWER OF LOBBYING
The current United States Secretary of State, Hillary Clinton, who is one of the board of
director of Wal-Mart since 1986, started lobbying for FDI in retail in India. The question is
not who is part of board of directors but every self respecting Indians have right to question
the intent of Hillary Clinton when she explicitly lobbies for Wal-Mart. More damning part
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is when she deliberately tries to gaze Indian union commerce ministers position on FDI in
guidelines prepared by ICRIER. Its not just out of curiosity she has poised such questions
but the wikileaks cables have further strengthened that she was not lobbying for the welfare
of Indian Retail, Farmer or Consumer or for say even smaller US companies, but obviously
30
for big multi brand giants, Wal-Mart one amongst them .
As per the lobbying disclosure reports filed by the Wal-Mart company with
the US Senate, it has spent an amount of over $11 million (more than Rs 52
crore) on issues related to India, as also other matters, in over two years now.
In 2010 itself, the company spent $1.37 million (over Rs six crore) on
lobbying in the first quarter. It has disclosed “discussion related to India FDI
(Foreign Direct Investment)” as one of the issues in its lobbying with the US
lawmakers in the first two quarters of 2011, during which it spent nearly
USD 4 million on various lobbying activities31.
Similarly Starbucks, the world’s largest coffee shop chain, which sees tremendous business
opportunities in India stared lobbying since 2011. In its lobbying disclosure report, the
company clearly mention amount of $200,000 for lobbying in the first two quarters of 2011,
on various issues including “market opening initiatives in India.”32 The lobbying power of
Starbucks has already shown its power and has already met its objective. With the opening of
100% FDI in single brand, the door of Indian retail space for Starbucks has opened. The
company has already announced to open some 50 outlets in country’s main cities starting
with Mumbai followed by the markets of Delhi and later on other potential parts of
country33.

FDI IN RETAIL : BANE FOR INDIAN FARMERS
The role of lobbyist and the proponent of FDI in retail is very much clear.So far we are also
in a postion to clearly identify that the farmers are not going to get projected benefit. This
section will focus on the observations of some eminent persons closely associated with
agriculture or related activities.
The vision and contributions of Prof. M.S Swaminathan in bringing agriculture revolution
in India highly commendable.
About 30 per cent of our population is dependent on small scale farming. It
is important that the economics of small scale farming be safe guarded… a
quality awareness and literacy movement should be launched amongst
farming community because the companies would demand that the produce
met the code and standard… Our farmers will not even be aware of such
30

Sainath, P (2011), The Hindu, http://www.thehindu.com/todays-paper/tp-opinion/article2707558.ece

31

http://blogs.rediff.com/dillichaat/2011/12/07/did-wal-mart-spend-a-fortune-lobbying-for-india-entry/

32

http://www.livemint.com/2011/10/16165230/From-WalMart-to-Starbucks-Al.html

33

http://www.huffingtonpost.com/2012/01/30/starbucks-india_n_1241553.html
21

terms so the companies will summarily reject the produce probably from the
second year… Agriculture is basically the livelihood of 60% of the
population in the country. We have overlooked the agriculture need for
capital, which has resulted in a decline in farm production and caused
agrarian distress…With diminishing land resources, disenchantment of the
farming community with the agriculture economy, the decision on FDI in
34
retail should be taken after thorough discussions .
When eminent and visionary person like him questions the rationale of FDI in Retail and its
like impact on Indian Farmers, then we must introspect our decision and analyze if it is
going to do more harm to Indian agriculture than good.
R.S. Sodhi, Managing .director, Gujarat Cooperative Milk Marketing Federation Ltd,
owners of AMUL, has clearly stated:
FDI in retail is definitely not going to benefit the farmers. They get the least
returns from the modern trade and the so called efficiency benefits only the
large retailers as they constantly drive down the prices. . Milk producers in
the US got only 38% share of the consumers’ dollar spent on milk while the
rest was earned by the processor and retailer. In the United Kingdom, the
milk producers got only 36%. However, in India, the milk producer gets
more than 70% of the consumers’ rupee on an average. Moreover, the milk
producer affiliated to cooperatives get more than 80% share of the
35
consumers’ rupee .
Shankar Gopalakrishna, Indian Government’s Claims About Corporate Retail and the
Reality
Regarding investment in cold chains and reduction in wastage, it should be
remembered that the international food industry – controlled by the same
chains currently advertised as sources for FDI – wastes almost half of the food
it procures…Most purchase for corporate retailers occurs through contract
farming. This actually has negative impacts on most farmers. All studies of
contract farming and corporate food retail show that small and marginal
farmers are unable to access the supply chain. More than 90% of India’s rural
population has less than 2 hectares of land and 79% are either landless or
own less than 1 hectare. Practically all of these people will be excluded from
36
the corporate supply chain.
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Dipankar Dey in his article, FDI in India’s Retail Trade: Some Additional Issues, discussed
Since supermarkets increasingly control food retailing, the world’s farmers are
competing for a place in their supply chains. It can be good business,
especially for farmers selling top-quality and out-of-season produce. But fresh
produce is a risky business. And the extreme imbalance in negotiating power
between a handful of supermarkets and the world’s farmers means that most
of the gains from trade are captured at the top. Supermarkets are pushing
price and payment risks onto farmers and growers, controlling packaging and
delivery requirements, squeezing producers’ margins, and focusing on
technical, not ethical standards. The figure below captures the real picture.
While the African producers as a whole get only 9 per cent of the retail price
37
of an exported apple, the overseas retailers in UK corner a 42 per cent share.
Jyoti Mcwan of Self-Employed Women's Association (Sewa) FDI will encourage greater industrialization in agriculture, as it has done in
other parts of the world, and thereby destroy the diverse agricultural base of
small farmers in our country and the livelihoods of millions of workers. This
is unacceptable38.
Shekhar Swami, Chief Executive Officer, R.K. Swamy Hansa Group –
Farmers in the West have paid a big price, with hundreds of thousands forced
to shut down their farms, due to corporatisation of the farming sector, along
with corporate concentration on the purchasing side among processors and
retailers…Big retail in the West and elsewhere functions on a simple business
model.Grow bigger and bigger till the market becomes an oligopsony — a
situation where a small number of buyers exert power over a large number of
sellers. The UK food retailing industry, for example, is now dominated by
just four supermarket chains who together account for over two-thirds of
retail food sales..Likewise, the top five chains in the US account for over 60
per cent of food salesThis results in the retailer exercising enormous control
39
over their suppliers, which includes the farmers .
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Conclusion and Recommendations
The FDI in Retail and its projection as boon for Indian farmer is not going to solve the
problems faced by Indian farmers. Projection of farmers as major beneficiary is a tactical
move by the proponents and the lobbyist or agents of international giants who sees Indian
market as lucrative and good source of generating more profits. It is true that these
companies in initial year of their operations may give marginal befits to farmers in order to
gain their confidence and destroy the existing relationship between farmer and the procurer
or so called middle man. However with each passing day the retail giants will not just evict
the small neighborhood retailers but also start dictating their terms to farmers. When the
local retailers, especially the footpath fruits and vegetable vendors will get outs of the local
retail scene, then the farmers will have no other choice to sell their products to these giant
retail stores.
People of India, especially farmers need to understand the vested interest of these
international chains and weigh pro and cons of international giants. As we have seen the
power of negotiation, lobbying and ability to manipulate the markets of companies like WalMart, we must question those farmer leaders or organization about their interest in getting
the FDI in retail bill passed. It is highly possible that these farmer leaders are approached and
brain washed by the corporate lobby or may be that some of them due to their lack of
awareness have preferred to jump on the bandwagon. The issue of FDI in Retail needs to be
looked separately from farmers. Government must resist from making agrarian society fool in
the name of impeding benefits of FDI in retail. The current projection of farmers to be the
one of the biggest beneficiary of FDI in retails is nothing but pure opportunistic politics of
dive and rule. Indian farmers are not being fooled for the first time, in 1990s and early 2000,
Indian farmers were shown golden dream of prosperity by foreign MNC agro biotechnology
companies. Indian farmer due to lack of understanding and blind faith on their community
leaders and some respected scientists and marketing trap laid by these international agrobiotechnology companies have heavily invested in the imported genetically modified (GM)
seeds. It was not just the costly seeds, but also other high input cost instead of fulfilling any
golden dreams of Indian farmer, snatched away precious life of lakhs of poor farmers. During
the introduction of GM crops, similar kind of arguments were forwarded by seed giants like
Monsanto and their Indian subsidiaries or partners. Due to their lobbying power, the
Department of Biotechnology promoted the GM crops like the extended marketing channel
of MNC seed companies. It is in the same way the The Department of Industrial Policy &
Promotion is vehemently projecting FDI in Retail as necessary tool to improve the lot of
Indian farmers.
Also, the matter of fact is the condition of Indian farmers is deteriorating day by day.
Although the relationship between Indian farmers and Indian traders are very good and is
based on mutual respect and trust, still current trading system despite its benefits needs
major overhaul. This is the time when traders needs some introspection and take remedial
steps so that no farmer feels cheated or is forced to take extreme step of committing suicide.
However the plight of Indian farmers is not because of greed of traders but mainly because of
24

our agricultural and other trade policies for which Indian farmer is paying heavy price. It is
our elite urban policy makers who has no understanding of problems of Indian farmers,
traders or say any poor population, but they make the policy for everyone. Also these elite
class having linkages with international financial institutions, and close proximity with
foreign universities and scholars often tries to solve Indian problems from western
perspective. This kind of solution leads to general failure of policy and thus promotes
lopsided growth ultimately leading to social and economic tension in country.
If our government is so serious to improve the lot of Indian farmers, It must look for
domestic solution which will be better and effective not just for farmers but will also be in
our national interest. Key recommendations in order to bring economic prosperity amongst
Indian farmers are:

INCREASE IN MSP
There is an urgent need to review MSP. It should be at least 50% more than the weighted
average cost of production. MSP should not just restrict itself for few important crops but
must cover all crops of importance to food. This will ensure income security for small and
marginal farmers.

CREATION OF MARKET PRICE STABILIZATION FUND
This will help to protect farmers during periods of violent fluctuations in prices

PROMOTION OF COOPERATIVES
Cooperatives are very helpful mainly for small and medium farmers as this not only gives a
united voice to other wise scattered and voice less farmer but also gives them opportunity for
better negotiation of price for agricultural inputs, and better price for produce. It also helps
in organizing centralized services such as post-harvest management, value addition and
marketing, bringing financial institutions at door steps of farmers, information sharing etc.
United farmers under the umbrella of cooperatives generally earns more than unorganized
and independent farmers. Cooperatives provides institutional support and facilitates direct
farmer-consumer linkage.
Adequate Credit and full Insurance cover: Financial institutions and simplified credit
procedures are back bone of any flourishing economic sector. Reserve Bank of India needs to
ensure that banks operate in rural areas and are sensitive towards the credit requirement of
farmers. It has been seen in recent years banks are reluctant to provide loans to farmers,
especially smaller and medium farmers, as most of the times they are unable to provide
collaterals.
The interest rate and the tenor for farmers needs review. Agriculture is a high-risk economic
activity. In general and specifically in drought and flood prone areas, credit should not be
just for the season, but for a Credit Cycle of 4-5 years, so that the farmer is not pressured
with one bad season. This way a farmer can plan to repay loan over a long duration and will
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ensure the means to repay his debt. Also the banks need to liberally provide loans without
much insistence on collaterals.
Farmers need user-friendly insurance instruments covering production, right from sowing to
post-harvest operations and also to cover the market risks for all crops throughout the
country. Currently less than 20 percent of the farmers are covered under crop insurance
scheme. The scope of Agricultural Insurance Policies should become wider and should also
cover health insurance of farmer and his family so that farmers are not forced to lend more
moey from money lenders during need of hour.

SOCIAL SECURITY
Government of India despite several socially sensitive schemes has by a nd large failed to
ensure social security for all. This is badly needed for poors, small and marginal farmers and
landless agricultural laborers.

CORRECT REPORTING OF STATISTICS
Statistics plays a ital. role in analysis and understanding of problems. The quality of statistical
data especially related with the various aspects of agriculture are poor and are often so
scattered that it is not very easy to capture and study the various facets. Although the
production figures are relatively easily available, other key data on cost, price and earnings,
borrowings, interest payments, cost of living, etc are not easily available. Many of these data
are not collected by any central agencies rather most of these data are the estimates based on
specific study carried out by individual scholars.

ESTABLISHMENT OF AGRICULTURE WELFARE MINISTRY
Minsitry of Agriculture needs restructuring. If it really wants to work for the interest of
farmers, then it should address the grievances of farmers. Thus the Ministry and
Departments of Agriculture both in the Centre and States may be restructured and renamed
as Ministry Department Farmers’ Welfare.
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Hkkjr ds ?kjsyw O;kikj dh lqj{kk gsrq
jk"Vªh; vfHk;ku

jk"Vªh; O;kikjh pkVZj
ú ns'k ds fjVsy O;kikj ij ,d jk"Vªh; O;kikj uhfr ?kksf"kr gksA
ú fjVsy O;kikj esa cgqjk"Vªh; daifu;ksa ,oa cM+s dkjiksjsV ?kjkuksa ds izos'k ij izfrca/ yxs o
bl eqís ij lalnh; LFkk;h lfefr dh fliQkfj'ksa Lohdkj gksaA
ú dsUnz ,oa jkT; Lrj ij i`Fkd :i ls ,d vkarfjd O;kikj ea=kky; dk xBu gksA
ú laiw.kZ Hkkjr dks ,d eaMh fl¼kar ij fodflr djrs gq, ¶eqDr O;kikj {ks=k¸ ?kksf"kr
fd;k tk, vkSj vUrZjkT;h; O;kikj esa ykxw lHkh izdkj ds jksM ijfeV] ,UVªh iQkeZ] pSd
iksLV o pqaxh dks lekIr fd;k tk,A
ú O;kikfj;ksa dks ¶VSDl dySDVj¸ dk ntkZ fn;k tk, vkSj VSDl ,d=k djus esa [kpZ gq,
/u dh HkjikbZ ljdkj djsA
ú lHkh izdkj ds okf.kT; djksa dks th,lVh esa lekfgr djus ds ckn gh ,d djh; dj
iz.kkyh leku :i ls ns'k Hkj esa ykxw dh tk,A
ú dsUnzh; çR;{k dj cksMZ dh rtZ ij gh dsUnzh; vizR;{k dj cksMZ xfBr fd;k tk,A
ú vkbZih,l vkSj vkbZ,,l dh rtZ ij dj foHkkx ds fy, ,d vyx dSMj bafM;u VSD'ku
lfoZl (vkbZVh,l) dk xBu fd;k tk,A
ú O;kikfj;ksa dks izkbejh lSDVj ySfMax jsV ij gh cSadksa ls vklku 'krks± ij foÙkh; lgk;rk
miyC/ djkbZ tk,A
ú O;kikfj;ksa ij ykxw lHkh izdkj ds dj ,oa vU; dkuwuksa dh iquZleh{kk ds fy, ,d
¶iquZleh{kk vk;ksx¸ xfBr fd;k tk,A
ú 60 o"kZ ls vf/d vk;q ds O;kikfj;ksa dks isa'ku nh tk,A
ú xqtjkr dh rtZ ij lHkh jkT;ksa esa ¶VªsM dfe'uj iz.kkyh¸ ykxw gksA
ú fjVsy O;kikj ds vk/quhfddj.k ,oa mPp Lrjh; cukus gsrq ljdkj ,d fo'ks"k dk;ZØe
,oa uhfr dh ?kks"k.kk djsA
ú O;kikj o m|ksx ls lacaf/r ljdkjh cksMZ o desfV;ksa esa O;kikfj;ksa dks leqfpr
izfrfuf/Ro fn;k tk,A
ú baLisDVj jkt dh iw.kZ lekfIr gksA
ú csgrj O;kikfjd <kaps ds fy, vko';d <kapkxr lqfo/k,a O;kikfj;ksa dks izkIr gksA
ú O;kikjh ekfdZVksa dh lqj{kk O;oLFkk etcwr gksA

