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Abstract: In agricultural production, contract farming is a widely recognized strategy all over the world
where similar type of farmers from different corners of a country are engaging under a single industry. In
poultry industry of Bangladesh, Contract Farming (CF) is quite popular. Since inception in 1994,
contract farming in poultry industry is quite common and major industrial players of Bangladesh deploy
this strategy for gaining competitive advantage. In the CF model, the contribution of an individual farmer
to the gigantic production volume of a large poultry farm can’t be denied and, in this way, CF can play a
vital role in the sustainable community economic development. The objective of the study is to assess how
Contract Farming can contribute in the sustainable community economic development of Bangladesh in
the light ofSustainable Development Goals. The study is literature review in nature and secondary
sources of information has been consulted. The study concluded that, contract farming is crucial in
poultry industry and its contribution in assuring sustainable community economic development is
significant.

Keywords: Contract Farming (CF), Community Economic Development (CED), Sustainable
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1.Introduction and Problem Statement

In order to achieve the sustainable development goals within 2030, Bangladesh strives to comply with as
many goals as possible within the timeframe. One of the highly density countries of the world, it is
always challenging for Bangladesh to ensure the reduction of poverty (SDG 1), hunger problem (SDG 2),
gender equality (SDG 5), unemployment problem (SDG 8) and the country’slivestock production is the
key in this aspect (Meemken and Bellemare, 2020; Smith et al., 2013; Alary, Corniaux and Gautier, 2011;
Begum et al., 2007; Setboonsarng, Leung and Cai, 2006; Upton, 2004; Perry, 2002; Jensen, 1999; Glover
et al., 1990). In 2017-18, the GDP contribution by Livestock production was 1.54% and in the same year
the growth rate in Livestock production was 3.40% (DLS, 2018). In 2017-18, the total Livestock
production was 3937.37 lakh and out of them, the poultry production was 3379.98 lakh (ibid). The direct
employment generated by the poultry industry alone was 20% (ibid). From this statistic, it has been seen
that, Poultry industry is viable for the development of the country at large which ensures the sustainable
development journey efficiently and effectively through community economic development. Large
poultry farms of Bangladesh strive to develop communities of poultry producers in both economic and
community development which is essential in attaining sustainable development ((Meemken and
Bellemare, 2020; Shaffer, Deller and Marcouiller, 2006; Audirac, 1997).

In many countries of the world, Contract Farming (CF) has been firstly initiated by the government (Gatto
et al., 2017; Larson and World Bank, 1996), however, in Bangladesh it was not happen.The journey of
contract farming has been initiated by the private sector and first of all the most popular strategy has been
taken by the large business enterprises since 1994 through the inception by the Aftab Bohumukhi Farms
Limited (ABFL) (Begum et al., 2012). After ABFLs application to this strategy in the remote corners of
the country, other local enterprises join in the journey to exploit the competitive advantage of available
resources. Many small-scale poultry producers from different areas of Bangladesh are engaging in this
industry through these enterprises. Hence, there is a positive impact on the overall community economic
development of the remote areas through employment generation, alleviate poverty and resolve hunger
problem. The study would like to see the role of Poultry industry contract farming in community
economic development through intervening in four sustainable development goals that are closely
associated with it which are:poverty alleviation, hunger problem solution, gender equality and
employment generation.

1.1Research Gap and Originality of the study:

This paper discussed how the contract farming of poultry industry ensure sustainable community
economic development in the light of four sustainable development goals. The study also identifies what
targets of each goal is satisfied by the contract farming of poultry industry to create sustainable
community economic development. This is a new exploration of this area and the study would like to
work on it by conducting this literature review.

2.Aim and Objectives

The study aims to see how contract farming of Bangladesh could be related in community economic
development by interacting SDG 1, SDG 2, SDG 5 and SDG 8.The objectives of this study are as follows:

1. To review the literatures of contract farming concept in Bangladesh perspectives.

2. Toreview the literature of community economic development in Bangladesh perspectives.

3. How contract farming in poultry industry contribute to the community economic development in
the light of sustainable development goals.
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In this aspect, the study considers the secondary sources of literature.
2.1 Scope and delimitation:

Contract farming is a widespread practice in the poultry industry of Bangladesh (Begum et al., 2013;
2012; Jabbar et al., 2007; Begum, 2008; 2005) and the study would consider the contact farming scenario
of Bangladesh. From reviewing the literatures, the study would limit to find out the contribution of
contact farming in the community economic development in the light of four sustainable development
goals those the study considered vital and those goals are closely interact with contact farming (Griggs et
al., 2017) of poultry industry.

2.2 Ethical Consideration

In order to ensure the authenticity of the source, the study has only considered the scholarly articles and
trusted websites of governments and regulatory agencies.

3. Concept of Contract Farming:

Contract Farming (CF) practices has existed for a long time, especially for perishable agricultural
products for example, milk, fruits and vegetables (Bijman, 2008; Shepherd, 2005; Eaton and Shepherd,
2001;Little and Watts, 1994). At the end of 20™ century, contract farming practices has been popular in
agriculture sectors due to changes in international competition, consumer demands, technological
revolution in developed and developing countries which made the agricultural systems more organized
and closely managed (Prowse, 2012; Bijman, 2008;Swinnen and Maertens, 2007; Minot, 2007
1986;Shepherd, 2005; Dannson, 2004;Reardon and Berdegué, 2002; Reardon and Barrett, 2000; Royer
and Rogers, 1998; Martinez and Reed, 1996; Little and Watts, 1994).The study has considered the
following definitions of Contract Farming which mentioned different characteristics of this concept which
are the keys to understand this concept in details:

Table 1: Contract farming definition and underlined characteristics:

Scholars

Definitions

Underlined Characteristics

Mighell and Jones
(1963)

Contract farming is a vertically integrated
agricultural contract between a business
farm and a farmer (or farmers) which
guarantee a farmer a marketing outlet and
time of sale, and possibly a price structure,
if some degree of quality is met.

1)Vertical integration
2)Guarantee between two
parties

3)Price structure

Roy (1963; 1972)

Contract Farming is contractual
arrangements between farmers and other
firms, whether oral or written, specifying
one or more conditions of production
and/or marketing of an agricultural product.

1)Oral and/ or written contract,
2)conditions of production and
marketing

Glover (1984; 1986;
1987)
Glover and Kusterer
(1990)

Contract farming is a private sector scheme
where the large firm replaces or
supplements company production of
agricultural commodities with purchases
from local farmers through contracts
specifying sales conditions and aiming to
provide technical assistance, agro-

1)Private sector centric,
2)Sales and exchange
conditions,
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chemicals and other services.

Minot (1986; 2007)

Contract Farming is an agricultural
production which is being carried out
according to a prior agreement in which the
farmer commits to producing a given
product in a given manner and the
buyercommits to purchasing it.

1) Agreement based production
2) Mutual commitment.

Catelo, Dorado, and
Agbisit, Jr. (2001),
Catelo (2002) and
Catelo and Costales
(2008)

Contract Farming is a binding arrangement
between a firm (contractor) and an
individual producer (contractee) in the
form of a ‘forward agreement’ with well-
defined obligations and remuneration for
tasks done, often with specifications on
product properties
such as volume, quality, and timing of
delivery

1)The two parties “Contractor”
and “Contractee” involve in a
forward agreement.
2)Remuneration.

3) Specific Volume, quantity
and delivery timing

Costales
(1996;2000;2001)
Costales and Delgado

Contract farming is a contract between a
contractor and a contractee in a legalized
contract of livestock productions of

(2002), smallholder farms in order to achieve
Catelo and Costales | sustainable development through food
(2008) security.

1)Livestock production
2)Food security
3)Sustainable development

Eaton and Shepherd,
(2001)

Contract farming can be defined as an
agreement between farmers and processing
and/or marketing firms for the production
and supply of agricultural products under
forward  agreements, frequently at
predetermined prices.

1)Market Provision
2)Resource Provision
3)Management Specification

Singh (2002)

Contract Farming follows the typology: (a)
procurement contracts under which only
purchase conditions are specified; (b)
partial contracts wherein only some of the
inputs are supplied by the contractor and
produce is bought at pre-agreed prices; and
(c) total contracts under which the
contractor supplies and manages all the
inputs of the farm and the farmer becomes
just a supplier of land and labour.

Contract Farming typology:
procurement contract, partial
contract and total contract

Simmons (2002)
Simmons, Winter and
Patrick (2005)

Contract farming usually involves a large
agribusiness firm integrating backwards by
forming alliances with  groups of
smallholders and, through written or verbal
contracts, providing farm inputs such as
credit and extension in return for
guaranteed delivery of produce of specified
quality often at a pre-determined price. CF
also involve horizontal integration where
firms not only provide direct inputs into
farm-level decision making but also
encourage integration of various activities

1)Backward linkage

2) written or verbal contracts

3) providing farm inputs

4) guarantee of product delivery
with specified quality and price.
5) Horizontal Integration.
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across a population of smallholders through
farm groups.

Da Silva (2005)

Contract Farming is an intermediate mode
of coordination, whereby the conditions of
exchange are specifically set among
transaction partners by some form of
legally enforceable, binding agreement.
The specifications can be more or less
detailed, covering provisions regarding
production technology, price discovery,
risk-sharing and other product and
transaction attributes

1)Legal forms
2) Specific exchange conditions

Rehber (2007)

Contract Farming is a contractual
arrangement between farmers and other
firms, whether oral or written, specifying
one or more conditions of production, and
one or more conditions of marketing, for an

1) Oral or written agreement
2)Specific ~ production  and
marketing conditions

3)Non transferable contract

agricultural  product, which is non-
transferable.
Hamilton (2008) Contract Farming is an agricultural | 1) A legally binding agreement

production contract is a legally binding
agreement of a fixed term, entered before
production begins, under which a producer,
either agrees to sell or deliver all of a
specifically designated crop raised on
identified acres in a manner set in the
agreement, to the contractor, and is paid
according to a price or payment method,
and at a time, determined in advance; or
agrees to feed and care for livestock or
poultry owned by the contractor until such
time as the animals are removed, in
exchange for a payment based on the
performance of the animals. Under the
agreement, the producer may have no legal
title to the crop or livestock but is a bailee,
and the producer is declared to be an
independent contractor and not an
employee or joint venturer with the
contractor.

between the
contractor;

2) The agreement is for a fixed
term;

3) The agreement is signed or
entered into before production
begins;

4) The contract calls for either
the crop or animal production

5) The crops or livestock will be
delivered or sold to the
contractor

6) The crops or livestock must
be produced or cared for
according to the terms of the
agreement, to be acceptable;

7) The producer will be paid an
amount and may include
premiums or deductions for
quality or performance.

8) The producer generally has
no legal title to the crop or
livestock.

9) The producer is described as
an independent contractor.

producer and

Bijman (2008)

Contract farming agreements should have
the following 12 provisions:1) the duration
of the contract 2) the quality standards to
be applied 3) quality control (when, how,
who is responsible, who pays) 4)the

Twelve provisions of Contract
Farming Agreements.
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guantity that the farmer is obliged or
allowed to deliver 5) the cultivation /
raising practices required by the contractor
6) the timing of delivery 7) packaging,
transport and other delivery conditions 8)
price or price determination mechanism
(such as fixed prices, flexible prices based
on particular (spot) markets, consignment
prices, or split prices) 9) technical
assistance 10) procedures for paying
farmers and reclaiming credit advances 11)
insurance 12) procedures for dispute
resolution

Prowse (2012) Contract Farming is a contractual | 1)Fixed term contract
arrangement for a fixed term between a | 2)Written or verbal

farmer and a firm, agreed | 3)Specific ~ production  and
verbally or in writing before production | marketing condition

begins, which provides resources to the | 4)Non-transferable,

farmer and/or specifies one or more | 5)Firm has got the right and
conditions of production, in addition to one | legal title to the crop.

or more marketing conditions, for
agricultural production on land owned or
controlled by the farmer, which is non-
transferable and gives the firm, not the
farmer, exclusive rights and legal title to
the crop.

Barrett et al. (2012) The contract farming arrangement (CFASs) | Four stages of Contract farming
between smallholders and a modern | arrangement (CFAS)
agribusiness firm has four stages including
the prominence of geographic supply chain
placement and farmer selection effects, the
heterogeneity of contractual arrangements
and contract terms, the prospective roles of
farmer groups and cooperatives as
contracting agents, and the highly variable
(albeit typically positive) average returns to
farmers from value chain participation.

From the scholarly definitions mentioned in the table above, the study can said that, Contact Farming is
an oral or written nontransferable legal agreement between a business firm (contractor) and a
farmer/producer or a group of farmers/ producers (contractee) where each terms and conditions, ranging
from production to the delivery of contractor’s premise, should be clearly specified and both parties are
committed to carry out the contract with utmost professional and mutual manner.

3.1 Contract Farming in Bangladesh

Developing countries, like Bangladesh, Contract Farming gains popularity inthe following reasons: a)
reduced risks in production and marketing of crops and livestock, (b) improved access to inputs, technical
assistance and credit, c) Less effect on overall supply in the event of crop failure of one or few farmers; d)
More flexible production portfolio of smallholders, which would help in quickly responding to
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consumers’ changing preferences; e¢) Smallholders could ensure better quality as they strictly comply with
the production practices advised by the firm mainly due to more family labor and lower bargaining
power; and f) Low marketable surplus of smallholders increase their dependency on the firm for profit
maximization (Bijman, 2008;Pomareda, 2006;Birthal et al., 2005; Guo et al. 2005; Masakure and Henson
2005; Singh, 2002; Simmons, 2002; Eaton and Shepherd, 2001; Runsten and Key, 1996).

In Bangladesh, contract farming is popular in Poultry industry (Begum et al., 2013; 2012;Jabbar et al.,
2007; Begum, 2008; 2005), however, some other specific livestock and agricultural products are also
engaging, like: Rice (Islam et al., 2020;Roy et al., 2013; Balcombe et al., 2007); Vegetables (Wadud et
al., 2015)Mashroom (Zamil and Cadilhon, 2009), Beef Cattle (Sarma, 2014), Dairy (Saiful et al., 2019),
Maize (Adnan et al., 2018; Haque et al., 2012), Tomato seed production (Sarkar, Rashid and Sarker,
2013), Potato Seed Production (Tabassum and Kim, 2009), Flower (Mou, 2012) and Tobacco (Hussain et
al., 2020).Moreover, Bangladeshi organic shops namely: Probortana, PROSHIKA, and Meena Baza are
using contract farming which is a good example of green movement and sustainable agriculture to
achieve sustainable development for the country (Ferdous et al., 2020; Hoque, 2012; Hossain, 2012).

3.2 Contract Farming in the Poultry Industry of Bangladesh:

From the research contributions of several researchers (Islam et al., 2014; Sheel and Sen, 2013; Begum et
al., 2013; 2012; 2005; Jabbar et al., 2007; Begum, 2008; 2005; Aziz and Miah, 2005) it is evident that,
contract farming is the most usable terms of agreement in poultry sector compared to other forms of
producing foods. They said that, contract farming was introduced in 1994 by Aftab Bohumukhi
(multipurpose) Farms Limited (ABFL) and they have been leading the poultry industry since then (ibid).
According to Begum et al. (2013;2012;2005), contract farmers of Bangladesh are classified into three
categories as per ABFL’s framework: (1) small farmers raising 1200 birds, (2) medium farmers raising
1201 up to 2000 birds, (3) large farmers raising more than 2000 birds and up to 2011, there were 202
small, 280 medium and 78 large farms were working as contractees of ABFL.

In Bangladesh, there are three types of Contract Farming practices in Bangladesh namely: 1) formal
production marketing contract, 2) formal input-marketing contract and 3) Informal Output-marketing
contract (Sheel and Sen, 2013; Jabbar et al., 2007). In formal production marketing contract, the
contracting agreements are written and the documents are signed by the parties involved within a
vertically integrated enterprise for supply of inputs and services, sell outputs, and share risks and benefits
(ibid). The main actors in this arrangement in Bangladesh are Aftab BAHUMUKHI Farms Ltd (ABFL) in
Kishoregonj district, Biman Poultry Complex in Savar near Dhaka district and BRAC’s poultry
operations in a number of districts in Bangladesh (ibid). In formal input-marketing contracts, the
agreement is documented in writing and signed by the parties concerned and the contract should mention
about the supply of one or more inputs and services, generally to market agents who directly deal with
producers (ibid). In Bangladesh, Kazi farms Ltd., Paragon Poultry Ltd., and Nourish Poultry & Hatchery
Ltd practice formal input marketing contracts (ibid). The last type is Informal Output-marketing
Contracts, which is primarily a forward-purchase contract in which contractors purchase output from
existing producers or contractees and the agreement has mostly been done in verbal form or in a form that
may not be considered acceptable in a formal court for dispute settlement (ibid). Other than the producers,
different categories of middlemen and output retailers are actors in the output marketing chain in this
informal output marketing CF system (ibid). The middlemen of eggs in Dhaka city sometimes make
forward purchase contracts with layer farmers in Gazipur District and they also sometimes make contracts
with agents who then buy eggs from producers with or without prior contract to supply the middlemen
(ibid). The important difference between this informal CFA and formal CFA is that these forward
contracts are made with existing farms rather than for the establishment of new farms (ibid).
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4. Contract Farming and Sustainable Community Economic Development in the light of
Sustainable Development Goals:

According toMeemken and Bellemare (2020), Gatto et al. (2017), Bijman (2008),Mendola (2007)Begum
et al. (2005), Key and Runsten (1999), contact farming practices in poultry industry play important role in
the community development of developing countries in the rural areas in terms of assuring food security,
employment generation and family participation in income generation. Contract Farming is an important
aspect to ensure sustainable agriculture in terms of the mentioned reasons to develop sustainable
community economic development (Bridger and Luloff, 1999; Rogers and Ryan, 2001; Roseland, 2000).
In order to develop a sustainable community economic development through promoting contract farming,
it is crucial to study the discussion of SDG interactions.These aspects are closely associated with four
Sustainable Development Goals which are: SDG 1: No Poverty, SDG 2: Zero Hunger, SDG 5: Gender
Equality and SDG: 8: Decent Work and Economic Growth.

Contract farming allows poultry farmers of Bangladesh to earn livelihood essential for survival with
family to cover basic needs, enjoy sophisticated technical knowhows, access to the key resources,
cooperation with contractors which eventually alleviate them from poverty (Rahman et al., 2020; Islam
and Jabbar, 2005; Chowdhury and Bhuiya, 2004; Dolberg, 2003). This support Sustainable Development
Goal 1 (SDG 1) by satisfying the following targets (United Nations, 2010):

e 1.1 By 2030, eradicate extreme poverty for all people everywhere, currently measured as people
living on less than $1.25 a day.

e 1.2 By 2030, reduce at least by half the proportion of men, women and children of all ages living
in poverty in all its dimensions according to national definitions.

e 1.4 By 2030, ensure that all men and women, in particular the poor and the vulnerable, have equal
rights to economic resources, as well as access to basic services, ownership and control over land
and other forms of 13 property, inheritance, natural resources, appropriate new technology and
financial services, including micro-finance.

e 1.6 Ensure significant mobilization of resources from a variety of sources, including through
enhanced development cooperation, in order to provide adequate and predictable means for
developing countries, in particular least developed countries, to implement programmes and
policies to end poverty in all its dimensions.

Contract farming in poultry industry meets the protein demand of the country at a great extent and as per
the report published by United States Department of Agriculture (USDA), this sector supplies 36%
of total protein intake of Bangladesh (USDA, 2020). Writings from Rahman et al., (2020), Islam et
al., (2014), Sheel and Sen (2013) Begum et al. (2013; 2012), Jabbar et al. (2007), Begum, (2008; 2005),
Chowdhury and Bhuiya (2004) found that, contract farming has important contribution in food security of
the country through continuous supply of meet and egg, developing infrastructures of sustainable poultry
farming, technological access to increase production capacity and real time information about market
which are vital for fulfilling sustainable development goals 2: Zero Hunger (SDG2).From the literatures
above, the following SDG2 targets have been fulfilled by contract farming of poultry industry in
Bangladesh (United Nations, 2010):

e 2.1 By 2030, end hunger and ensure access safe, nutritious and sufficient food all year round.
e 2.2 By 2030, end all forms of malnutrition.
e 2.3 By 2030, double the agricultural productivity and incomes of small-scale food producers.

e 2.6 Increase investment in rural infrastructure, agricultural research and extension services,
technology development and plant and livestock gene banks in order to enhance agricultural
productive capacity in developing.
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e 2.7 Adopt measures to ensure the proper functioning of food commodity markets and their
derivatives and facilitate timely access to market information, including on food reserves, in order
to help limit extreme food price volatility

According to Begum et al., (2019; 2013),Griggs et al. (2017), Anderson and Eswaran (2009), Jabbar et al.
(2007) and Islam and Jabbar (2005), contract farming in poultry industry of Bangladesh ensures equal
contribution of women which create equal opportunity for women in earning, recognition of contribution,
decision making, access to technology, diminishing the chance of discrimination and exploitation and
avoidance which leads to fulfill the sustainable development goals 5, i.e., SDG5: Gender Equality. From
the literatures discussed, the following targets of SDG5 have been met (United Nations, 2010).

e 5.1 End all forms of discrimination against all women and girls everywhere
e 5.2 Eliminate all forms of violence against all women and girls

e 5.5 Ensure women’s full and effective participation and equal opportunities for leadership at all
levels of decision making in political, economic and public life

e 5.7 Undertake reforms to give women equal rights to economic resources.
e 5.8 Enhance the use of enabling technology to promote the empowerment of women

e 5.9 Adopt and strengthen sound policies and enforceable legislation for the promotion of gender
equality and the empowerment of all women and girls at all levels

According to Begum et al., (2019;2012), Anwar et al. (2017),Sheel and Sen (2013), Jabbar et al, (2007)
and Islam and Jabbar (2005), contract farming in Bangladeshi poultry industry ensures economic growth,
economic productivity, employment generation of rural people, provide training and development
programmes of different sort of farming sophisticated poultry functions and resource efficiency which
leads to fulfill a couple of targets of achieving SDG 8: Decent Work and Economic Growth. The
following targets of SDG8 have been met:

e 8.1 Sustain per capita economic growth

e 8.2 Achieve higher levels of economic productivity

e 8.3 Promote development-oriented policies that support productive activities
e 8.6 Substantially reduce the proportion of youth not in employment, education or training

5. Conclusion, Limitations of the study and directions for the future research:

The study only considered the contract farming practices in poultry industry. However, the study
mentioned that contract farming is also available in other industries of Bangladesh. The study discussed
the existing literatures related to contract farming concept and how it interacts with the sustainable
community economic development in the light of sustainable development goals. The study considered
four vital goals that found relevant to the existing literatures.

Future research could be a comparative study among different industries’ contract farming practices.
Also, the study identified that, the published scholarly articles available on reputed journal repositories
were only considered ABFL as a contract farming company in the poultry industry of Bangladesh. Future
study would cover other poultry giants of Bangladesh like Kazi, Paragon etc. Also, future study would be
focused on quantitative studies on developing a model of community economic development which is
being enforced by contract farming to achieve sustainable development.
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The study concluded that, similar to many parts of the world, contract farming is vital and popular in
Bangladeshi poultry industry and many poultry giants are investing 35000 crores in this industry, making
it one of the biggest contributions in the country economy in order to reduce poverty, hunger problem,
employment generation and gender equality of ensuring women participation (USDA, 2020). Contract
farming in poultry industry is playing diversified role in sustainable community economic development in
the light of sustainable development goals. To achieve sustainability as a country, Bangladesh should
move forward about contract farming strategy by making it more sustainable, resilient and fruitful.
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