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ABSTRACT 
Contract farming is becoming popular nowadays all over the world due to its adaptability in numerous states that is a 
suitable solution tothe current agricultural system and is needed to develop an agricultural economy to ensure food 
stability for a nation that includes over a million inhabitants, coking coal for a growing manufacturing economy, deficits 
for exporting, and a fair and egalitarian leadership style for the rural community. Few Indian and international 
corporations have already launched contract farming projects across India as well as they are highly successful, 
according to prior studies. It has been discovered that such a huge success is reliant on a lucrative industry, a favorable 
individual and economic ecosystem, and state assistance. Even so, efforts must be taken to minimize the detrimental 
consequences of contract farming through the direct participation of organizations that control the contract 
cultivation industry.  Due to the extremely growing trend of the retail industry between India's emerging middle classes 
as well as the consumer safety standards of the international marketplace in various developed nations, contract 
cultivation in India has a positive outlook. This paper provides a detailed overview of contract farming and its benefits 
for farmers to improve the production rate of crops. 
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INTRODUCTION 
India's agro-food environment is rapidly changing, so there are substantial pieces of evidence that 
contract farming can play an essential and key role in such transition [1],[2]. Though “front end” practices 
such as wholesale business, manufacturing, transportation, including general merchandise are 
increasingly growing as well as centralizing in Indian cultivation, the “back end” practices of development 
cultivation have been gradually disintegrating [3],[4]. This difficulty is to connect the two sides as well as 
ensure that both peasants and multinational corporations have viable market opportunities [5],[6]. 
Setting up farm-firm interconnections entails not just having secure networks, lowering hazards, and 
maintaining "financially rewarding" rates, but also essential resources like financing, security, ranking 
including examination, technological expansion, and business intelligence [7],[8]. These organizational 
resources may help small farmers work at a wider level, maximize production as well as revenue, and 
reduce the costs of investing in high-value cultivation, and poultry, including fishing industry 
markets[9],[10]. 
This huge growth is new and diversifying of customers’ requirements in India, including this expansion of 
integrated cultivation processing or the large marketing projects, comprising the ability to increase 
business opportunities, production, or incomes for peasants, particularly small farmers. For achieving 
such objectives, but, government frameworks and technologies would probably be needed to establish 
distribution networks and promote interconnections among producers, distributors, manufacturers, and 
merchants. Different versions of contract farming, such as those headed by enterprises, producer 
associations, or various forms of private enterprise asset securitization that create outdated links to 
farmers, are one such organizations and initiatives[11],[12]. 
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Throughout the integrated food manufacturing market, a significant amount of new capital has been 
introduced [13],[14]. The development of integrated food production and grain or supermarket retail 
outlets is generating more competitiveness between stakeholders in the industry, leading to a vicious 
process of development, restructuring, and globalization, absorbing economic benefits in response to 
increasing consumer spending. Companies have been under strain to shorten distribution networks, slash 
prices, and boost their performance within domestic and international markets as a result of this 
consolidation. Contract farming frameworks are one of the frameworks for simplifying production and 
transportation facilities which integrated distributors and agro-processors were looking 
towards[15],[16]. Figure 1 shows the centralized model of contract farming. Contract farming is 
becoming more and more popular across India. 

 
Figure 1: Illustrates the centralized model of contract farming. Contract farming is becoming more 

and more popular across India 
Because of the growing requirement for large-value cultivation, poultry, and fish species and the 
agriculture industry have started to expand, but possible sources of farm production appear gradually 
from its high-value Sector whereas the possible advantages of this huge agriculture sector, such as 
additional revenue as well as jobs, are important, and core obstacles namely addressing producer capital 
needs and reducing the production and marketing threat must be addressed [17],[18]. This challenge is 
finding appropriate approaches which are both cost-effective, as well as ‘equitable' concerning partnering 
with small farmers on a long-term plan, likely stated in contract farming systems[19],[20]. 
The agricultural connection can take many types, from very simple marketing arrangements to hazard 
exchange, advance advertising, or futures contracting. Manufacturers including distributors can opt to 
import raw substances from govt. markets yard, smaller businesses, or directly from producers to 
maintain the production lines running [21],[22]. Despite the processing fees as well as value difficulties 
related to obtaining through govt. industries, local purchasing could be favored (mandis). There is no 
commercial tie-up with peasants under such a deal, and everyone can market their stuff according to 
certain standards of quality. Figure 2 shows the contract farming model developed in India by 
researchers. 

 
Figure 2: Illustrates the contract farming model developed in India by researchers[23] 
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Figure 3: Illustrates the general concept of contract farming. This diagram clearly shows how 

companies are linked with farmers and private or public bodies in contract farming 
Contract cultivation procedure has become a more attractive element of food production market 
dominance around the globe [24],[25]. This growth of contract cultivation has been fueled by trade 
liberalization as well as the globalization of foreign markets. Urban expansion as well as wages, 
developments in logistics services, and advancements in digital technologies are all significant influences 
that either explicitly or implicitly cause contract cultivation. Figure 3 shows the general concept of 
contract farming [26],[27]. This diagram clearly shows how companies are linked with farmers and 
private or public bodies in contract farming. 
 
Contract Cultivation 
Contract cultivation is a form of a joint venture in which peasants and agricultural companies work 
together. This is utilized by agricultural companies as a distribution partnership to ensure access to 
desirable manufactured goods. Where there are no internally or externally favorable conditions for full 
joint ventures, where the company owns one's farmland for delivery of the product, or where costs and 
uncertainty associated with free or instant markets acquisitions of the agricultural products are strong, it 
is typically favored. Small producers profit from contract cultivation in many ways[28]. Peasants will be 
able to generate agricultural products that can be sold as raw resources to manufacturing units or as 
agricultural exports thanks to agribusiness companies. Contracting cultivation improves the use of 
enhanced farming methods and new cultivation materials to greater technological expertise as a tool for 
industrial development. As a result, local producers have easier access to the latest farm production, 
enhancing farming technology, finance, and credit facilities. The peasants are required to readily follow 
technologies aligned with the contract scheme because there is a huge and secure demand for farm goods 
under contract cultivation[29]. Figure 4 shows the difference in labor requirements between households 
without and with contracts. Figure 5 shows the % of the overall CSP acres enrolled through the beginning 
as well as socially disadvantaged farmers and ranchers by the year 2014. 
 

Yadav  et al 



BEPLS Vol 11[8] July 2022                                  188 | P a g e             ©2022 AELS, INDIA 

 
Figure 4: Illustrates the difference in labor requirement between the households without and with 

contracts[30] 

 
Figure 5: Illustrates the % of the overall Conservation Stewardship Program (CSP) acres enrolled 
through the beginning as well as socially disadvantaged farmers and ranchers by the year 2014 

[NSAC’S Blog] 

 
Figure 6: Illustrates the % of the overall Conservation Stewardship Program (CSP) contract 

enrolled through the beginning as well as socially disadvantaged farmers and ranchers by the year 
2014 [NSAC’S Blog] 
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Figure 7: Illustrates the contracts under the $1500 by land utilization. These figures showcase 

various % of the cropland [NSAC’S Blog] 
Contract Farming 
Contract farming has been defined by multifarious researchers during the last decade and a lot of 
research has been carried out to resolve the problems of the farmers and to offer them maximum benefits 
in comparison to other methods. Contract cultivation refers to crop output that is taken out under the 
contractual obligation between a purchaser as well as peasants that specifies the requirements for the 
manufacturing and sales of some types of agricultural products or goods. Usually, the producer offers to 
supply specified amounts of a given agricultural commodity while adhering to the recipient's quality 
requirements including the distribution plan. As a result, the consumer agrees to buy the goods at a 
specified price[31], [32].Figure 6 shows the percentage of the overall Conservation Stewardship Program 
(CSP) contract enrolled through the beginning as well as socially disadvantaged farmers and ranchers by 
the year 2014. Figure 7 shows the contracts under $1500 by land utilization. Thesefigures showcase 
various % of the cropland. Figure 8 shows the benefits of contract farming in India in comparison to other 
farming methods. 
Advantages of the contract farming 

 Inputs, as well as various services, are supplied through a sponsor. 
 This is generally finished over credit by the advances via any sponsor. 
 Such farming is very beneficial for the farmers as it enables farmers to use the technologies as 

well as providesopportunities to the farmers for learning new skills. 
 Guaranteed marketplace for the crop. 
 It can open uncertain new markets. 
 Crop price risk can be minimized efficiently. 
 More beneficial in comparison to conventional farming. 
 Higher productivity. 
 Fewer laborers are required. 
 More advanced and comfortable farming. 

 
Figure 8: Illustrates the benefits of contract farming in India in comparison to the other farming 

methods [Tractor Junction/Blog/Contract Farming] 
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CONCLUSION AND IMPLICATION 
Contract farming is becoming more popular across the globe to resolve existing problems of the farmers 
encountered by various researchers during the last decade. Contract cultivation is one of the pragmatic 
solutions nowadays for improving the overall productivity of the crops as this farming utilizes various 
types of advanced technologies that work in a faster manner and reduces the overall cost of the labor that 
is difficult to manage and time-consuming as well. The smart farming concept is not very much new it 
started during the last century in numerous foreign countries and various farmers got benefits from this 
type of farming. In this paper, the authors provide a detailed overview of contract farming scope and 
future in India in comparison to last years and how farmers are getting benefits from this concept 
because the investment in crops is continuously increasing which is a huge problem. 
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