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ABSTRACT 

 
The flawed nature of the existing agricultural machinery cannot be denied as well as the imperative need 

of reforms in favour of the welfare of the farmers. However, the recently passed Farmer Acts, first promulgated as ordinances 
by the President and then hastily passed by both Houses of the Parliament, have faced strong opposition and backlash from 
various farmer unions, states and experts. Farmer unions from several states of India have been protesting the Acts at 
various borders of Delhi for almost two months, demanding the repeal of these laws. The recent intervention of the Supreme 
Court in this matter, by staying the implementation of the Acts and constituting a committee to enable dialogue between the 
Union and the farmers has also not been viewed favourably by the farmers.      

The Acts aim to give farmers the freedom to sell to any buyers outside the APMC premises, enter into 
contracts with buyers directly and lift restrictions on stock limits to incentivise private investment in agriculture. The Acts 
seem promising on paper but fail to acknowledge the practical difficulties associated with the proposed set up. The demand of 
the farmers to legalise MSP has also not been accepted. 
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I. INTRODUCTION 

 
The largest private sector in the country is the agriculture sector despite being the 

most regulated, prohibited and restricted sector of the economy at present. Despite these 
impediments, India has emerged from a country with food scarcity to one with abundance of 
foodstuff. The World Trade Organisation in 2019 ranked India as the 8th largest exporter of 
agricultural produce. However, the conditions of Indian agriculture and farmers have not 
improved and majority of the population remains largely dependent on agriculture. 

  
Indian farmers are not a homogenous community- there are differences on the 

basis of caste, class, region and land holdings among others. Moreover, agriculture requires a 
decentralised approach as it is a local activity by its very nature. Attempts to centralise agriculture 
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is ill advised as the approach one size fits all cannot be imposed in this sector due to this 
heterogeneous nature. Approximately 58% of India’s population is dependent on agriculture as 
their primary source of livelihood1, which includes 70% of rural households, with 82% of these 
being small and marginal farmers2. According to the Farm Census 2015-16, about 86.2% of small 
and medium farmers owned less than 5 acres of land3. 

 
In June, 2020, three ordinances were promulgated by the President of India 

which aimed at far reaching agricultural reforms in India. These ordinances were met with strong 
resistance from farm unions, commission agents and farmers all over the country. These 
ordinances were introduced in the Parliament in the Monsoon Session and hastily passed amid 
strong opposition. Farmers have been protesting at the borders of the Indian capital of New 
Delhi since November, 2020 braving the harsh winters and all other obstacles, demanding a 
repeal of these farm laws.  

 
This paper seeks to critically analyze the provisions of the three farm laws and 

their implications while suggesting measures that require more urgency for improving the 
agricultural sector.   

 

II. THE LEGISLATIONS 
 

 THE FARMERS’ PRODUCE TRADE AND COMMERCE (PROMOTION AND FACILITATION) ACT, 2020 
 

The Farmers’ Produce Trade and Commerce Act, 2020 has far reaching 
ramifications, especially for States such as Punjab and Haryana where minimum support prices 
and large scale Government procurement prevail. The Act aims to attract large scale private 
investment into agriculture, provide wider choice to farmers in selling their produce and increase 
farmers’ remuneration.  

  Trade outside market premises: ‘One Nation, One Agricultural Market’ is 
sought to be established by enabling barrier free intra-state and inter-state trade. In essence, the 

                                                             
1India Brand Equity Foundation, ‘Indian Agriculture and Allied Industries Industry Report’ (2020), 

available at https://www.ibef.org/industry/agriculture-india.aspx (24/09/2020). 
2Food and Agriculture Organization, United Nations, at http://www.fao.org/india/fao-in-india/india-at-a-

glance/en/ (24/09/2020). 
3Ministry of Agriculture and Farmers Welfare, ‘All India Report on Number and Area of Operational 

Holdings, Agricultural Census (2015-16)’.  

https://www.ibef.org/industry/agriculture-india.aspx
http://www.fao.org/india/fao-in-india/india-at-a-glance/en/
http://www.fao.org/india/fao-in-india/india-at-a-glance/en/
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Act enables the farm produce to be purchased directly by the buyer from the farmer outside the 
physical premises of the market committees under the state Agricultural Produce Market 
Committees.  

  Abolition of market fee: Additionally, the Act exempts all such transactions 
outside the premises of the market from all fees and taxes under the state APMC acts.  

  Electronic trading: The Act does away with the requirement of licenses for 
purchasing directly from the farmers and any person with a PAN card is permitted to establish 
and operate an electronic trading and transaction platform for facilitation of direct and online 
trade of agricultural produce in the trade area.  

  Dispute Resolution: Conciliation Boards to be set up by the Sub-Divisional 
Magistrate for facilitating mutually acceptable solutions in disputes relating to transactions 
between farmers and traders. Settlement arrived at the by the Board will be binding on the 
parties. Appeals lie to an officer appointed by the Central Government.  

 

 THE FARMERS’ (EMPOWERMENT AND PROTECTION) AGREEMENT ON PRICE ASSURANCE AND 

FARM SERVICES ACT, 2020. 

 
  Regulation of contract farming and encouraging farmers to trade outside the 

APMC mandis by means of a national framework are the stated aims of this Act. The national 
framework is developed with a view to protect and empower farmers, without fear of 
exploitation, to engage with large agro-business firms, retailers and exporters of agricultural 
produce.  

  Farming Agreement: Sale of future farming produce at a “mutually agreed 
remunerative price framework” by a farmer to a purchaser in a fair and transparent manner 
constitutes a farming agreement. The minimum and maximum periods stipulated for an 
agreement is one crop season or one production cycle of livestock and five years, unless there is 
a longer production cycle of any farming produce respectively.  

  Conditions and Pricing of agricultural produce: Price, acceptable 
quality, grade, standards of farm produce and other conditions for compliance must be specified 
in the farming agreement itself. In case of likelihood of price variation, the guaranteed price and 
additional amount above such guaranteed price must also be specified. The process adopted for 
determination of price must also be laid out clearly in the agreement.  

  Dispute Resolution: Mandatory provisions for conciliation of any disputes 
arising from the agreement and setting up of a conciliation board must be included in the 
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farming agreement itself. The board shall consist of representatives of parties to the agreement. 
The other authority for deciding disputes relating to farming agreements is the Sub-Divisional 
Magistrate.      

 
 

 THE ESSENTIAL COMMODITIES (AMENDMENT) ACT, 2020  

  
  The ambit of the Central government to regulate the supply of specified food 

items has been altered to regulation only in extraordinary circumstances by insertion of section 
3(1A) to the Essential Commodities Act, 1955. 

  Regulation of food items: The Central government may regulate the supply of 
certain food items including potatoes, onions, cereals, pulses, edible oilseeds and oils only under 
extra-ordinary circumstances. Extra-ordinary circumstances may include famine, war, grave 
natural calamities and extra-ordinary price rise. With the aim of attracting private investment, the 
Act seeks to remove the existing stringent restrictions on stocks, movement and price control of 
agricultural foodstuffs.   

  Stock Limit: Price rise shall be the basis for imposing stock limits, and 
applicable only in cases of a 100% increase in retail price of horticulture produce or 50% 
increase in retail price of non-perishable agricultural foodstuffs.  

  Exclusion: Any orders regulating stock limits would not be applicable to 
processors or value chain participants of agricultural produce if their stock limit does not exceed 
the overall ceiling of installed processing capacity or demand for export (in case of exporters).  

 

III. KEY CONCERNS 
 

Violative of Constitutional Federalism  
 
  At the outset, the state governments have opposed the three farm acts as directly 

encroaching on their powers and functions as agriculture and markets are State subjects under 
entries 14 and 28 in List II of the Seventh Schedule to the Constitution of India. These laws are 
being viewed as violative of the federal polity and cooperative federalism enshrined in the Indian 
Constitution. The Central Government has attempted to attribute constitutional propriety to 
these laws on the grounds that trade and commerce in food items falls under entry 33 in List III. 
However, two points need to be noted here. First, state powers are directly interfered with when 
any laws directly affect intra-state trade, thereby curtailing the efficacy of state legislations on 
matters in the State List. Second, there is a key difference between marketing and trade of food 
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grains. A farmer sows his crop, tends to it during the season, harvests it and then brings it to the 
market for sale. He is the manufacturer in a sense and sells his farm produce to a trader. It is this 
trader who purchases the food grain from the farmer in the agricultural market and further sells 
it to the retailers, consumers and exporters. Therefore, trade and commerce under the List III 
does not include within its ambit the first transaction between the farmers and the traders or the 
middlemen, rather it refers to the trade that follows after.  

  Furthermore, the Central government has interpreted Entry 33 of List III as a 
standalone provision and the context, history and object of the sub-entries in it has been 
ignored. These sub-entries empowering Central government to legislate on matters of trade and 
commerce in foodstuffs were added by the Constitution (Third Amendment) Act, 1954 in order 
to tackle exigent circumstances post Independence, with an intention to be used in extraordinary 
circumstances. The Centre has attempted to enlarge its control over intra-state purchase and sale 
of all agricultural produce, which is clearly a domain of state governments. The Sarkaria 
Commisssion Report on Centre State Relations4 had also noted that the Centre has resorted to 
Entry 33 to disproportionately empower itself in matters relating to agriculture.  

The following section analyses the key concerns arising from the Acts individually:   
  

 THE FARMERS’ PRODUCE TRADE AND COMMERCE (PROMOTION AND FACILITATION) ACT, 
2020. 

   

Minimum Support Price Issue 

  The biggest fear of the farmers is the end of the minimum support price. 
Minimum Support Price (hereinafter referred to as MSP) is not a legal right of the farmers, however, 
a large number of farmers are dependent on it. According to the 2015-16 Agricultural Census, 
almost 86.2% of small and medium scale farmers owned less than 2 hectares of land5. The MSP 
system is significant for such farmers as it acts as a benchmark for negotiation of prices as well as 
aids in price discovery at the local level. Additionally, MSP and APMC mandis are the last resort 
for a large number of small and marginal farmers, who would never be attractive to large 
corporate buyers6. Futhermore, such small and marginal farmers do not deem it feasible to sell 
their produce outside mandi premises when MSP is not even a legal guarantee. Reference can be 

                                                             
4Ministry of Home Affairs, ‘Report of the Sarkaria Commission on Centre-State Relations (1983)’. 
5Ministry of Agriculture and Farmers Welfare, ‘All India Report on Number and Area of Operational 

Holdings, Agricultural Census (2015-16)’. 
6Sukhpal Singh, ‘Reform by Stealth’ (2020), Frontline, available at https://frontline.thehindu.com/the-

nation/article31746473.ece (24/02/2021). 

https://frontline.thehindu.com/the-nation/article31746473.ece
https://frontline.thehindu.com/the-nation/article31746473.ece
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made to the Bihar model after the repeal of APMC Act in 20067. The aim was to enable free 
private trade in agriculture in Bihar, however, it has failed to empower the farmers or even 
encourage private investment in agriculture. Farmers in Bihar have been coerced into selling 
their farm produce much below the MSP in distress, and such produce is sold by traders at much 
higher rates.   

One Nation, One Agricultural Market 

  This Act aims to end the monopoly of the state APMCs and encourage 
farmers to freely sell their produce to private persons. However, no such hindrance existed prior 
to the enactment of this legislation anyway, as most state APMC acts contain exclusion clauses. 
The Model APMC Act was prepared in 2003 and since then 22 states have gradually amended 
their state APMC laws to permit establishment of private markets.  In the current system, the 
farmers are free to sell their produce either at the APMC mandis or even to other private players. 
Many states, including Punjab, have amended their APMC Act in accordance with 2017 Model 
APMC Act and provide for setting up of special and private market yards for purchase directly 
from farmers8. Additionally, NSSO data points out that only around 36% of farmers resort to 
mandis as marketing channels, clearly indicating that majority of farm produce is sold outside 
APMC markets premises. Thousands of farmers in Punjab have been selling their fruits, 
vegetables, Basmati and melons in other states as well as directly to exporters without any 
hindrances for decades. 

It is interesting to note that while aiming for ‘one nation, one market’, the new 
farm acts are in fact sanctioning two categories of markets within each state- one under the state 
APMC acts and the other private market under this Act.   

Impact on Public Distribution System 

  The concepts of mandis, minimum support price, open ended 
procurement and public distribution system are inextricably linked and have played a major role 
in transforming India from a country with food shortages to one with abundance of foodgrains. 
Eventual redundancy of the mandi network due to the overriding effect of the new farm acts will 
consequently result in the disbanding of the MSP system and the food procurement regime. At 
present, the implementation of the Public Distribution System is ensured by government 
procurement. With reduced government intervention in the agricultural produce markets and 
increase of private players, procurement as well as PDS might be jeopardized. It is the price 
intelligence mechanism that determines government intervention in markets, generally initiated 
when the prices start falling. A direct consequence of the new acts will be lack of information 

                                                             
7Bihar Agriculture Produce Market (Repealing) Act, 2006. 
8See rules 16A-16F, Punjab Agricultural Produce Markets (Amendment) Rules, 2020. 
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with the government relating to market transactions, quantities and prices and the collapse of 
this price intelligence mechanism. This will only result in reduced or no government 
procurement and the eventual dismantling of the PDS system. Although the government has 
verbally ensured that these systems will remain intact, these will do so only on paper and be 
rendered redundant in application by the legislations. 

Waiver of market cess, fee or levy 

  All transactions outside the APMC market premises are to be free from 
all market cess, fee or levy according to Section 6 of the Act. This provision is a direct 
encroachment on the powers of the states as it is within their power to levy such market cess or 
fees within their territory. Even if we go by the Central government’s justification regarding 
legality of these legislations under Entry 33, entry 33 only deals with trade and commerce in 
foodstuffs and other items and does not permit the Central government to legislate on market 
fees, cess and levies, or prohibit the states from levying the same. 

  The aim of this provision is to incentivise trade outside the mandi 
premises; however, it will only hamper the collective bargaining power of the farmers. A 
platform for collective bargaining by farmers is provided by the APMC mandis for both price 
matters as well as non-price issues like weighing, moisture measurement, grading etc. 

  Moreover, fees and cess from mandi transactions constitute a large 
proportion of state revenues, which are utilised for rural road developments and improving 
linkages with mandis. This provision will result in the wide scale loss of revenue for the state 
governments. Revenue collected by Punjab in 2019-20 from trade fees was estimated at Rs 3,600 
crore.  

Elimination of Middlemen 

  Another stated objective of this Act was the elimination of middlemen or 
commission agents. Although they are viewed as exploiting the farmers, it is not always the case. 
Fearing loss of land to banks as well as the hesitancy of banks to lend to small farmers, a large 
number of farmers often turn to these commission agents for loans. These commission agents, 
referred to as middlemen incorrectly, are in fact service providers as they provide the services of 
unloading, packing, loading and weighing of the food grains at the market. They charge a 
nominal fee as commission for their services. Moreover, the new acts might not eliminate 
middlemen at all as now they will be free and unregulated outside the mandis. Additionally, it is 
not likely that large private corporations will contract directly with small and marginal farmers, 
consequently giving rise to middlemen and contracts.       
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 THE FARMERS’ (EMPOWERMENT AND PROTECTION) AGREEMENT ON PRICE ASSURANCE 

AND FARM SERVICE ACT, 2020.  
 

Negotiating Power of the Parties 

  Protection of farmers against price exploitation as well as increasing 
choice of sale are the stated objectives of the Farming Agreement Act, 2020. However, the Act 
does not take into consideration the fact that individual farmers, specifically small and marginal 
farmers, might not be equipped to negotiate with large private corporations in order to ensure 
themselves a fair price and contract. There is a possibility that farmers might be the weaker 
parties while negotiating with the private parties as the power balance shifts from the farmers to 
the private corporations with their manifold resources. 

  This imbalance between the parties is not only limited to the negotiation 
process but also extends to dispute resolution where the corporations have ample resources 
whereas the farmer might be forced to concede due to paucity of resources as well as time.    

Quality Parameters and Price Fixation 

  There prevails great apprehension among the farmers regarding the 
intention behind giving private corporations a free hand in working out the details of the 
contracts relating to price mechanism. The Act further leaves it upto to the parties to an 
agreement to decide the quality and grade measures as well as the standards of farm produce. 
However, the quality aspect as well as the already distorted agro-ecological diversity might be 
adversely affected if the private companies attempt to introduce uniformity. Moreover, keeping 
in mind the small landholdings in states such as Punjab and Haryana, there are concerns 
regarding the multitude of farming agreements here. It is important to note that a small and 
marginal farmer barely has the resources for his own livelihood and is always fearful of 
exploitation while engaging with large private firms and powerful industrialists with vast 
resources in the absence of any rules on the subject.  

Dispute Resolution 

  The dispute resolution mechanism prescribed under the Farm Acts is a 
major point of contention among the farmers. The three tiered system includes a conciliation 
board appointed by the parties themselves, the Sub-divisional Magistrate and then the Collector 
or Additional Collector as the appellate authority. This special dispute resolution system with a 
heavily bureaucratic procedure bars the jurisdiction of the civil court from hearing any matter 
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relating to disputes regarding farming agreements9. No civil court is empowered to take 
cognisance of matters under this Act, it is a mandatory provision. Additionally, majority of 
farmers lack the resources required for fighting legal battles against large private corporations.      

 

 The Essential Commodities (Amendment) Act, 2020. 
 

Hoarding and Black Marketing  

There is a rising fear of hoarding of food items as a result of this amendment as it 
relaxes the restrictions imposed on stock limits relating to specified food items. Farmers and 
consumers are wary of traders and processors, who possess requisite storage facilities, hoarding 
food items during the harvest season when prices are low until a later time when lower supply 
tends to increase the prices. Food security might also be undermined as neither the state 
government nor the central government will have requisite data and intelligence regarding 
availability of stocks with traders, processors or exporters. There are no substantial benefits for 
either the consumers or the farmers whereas private corporations stand to gain from easing of 
these restrictions. Stock limits will be applicable only in circumstances of war, grave natural 
calamity, extraordinary price rise etc. The amendment is likely to affect the prices of food 
commodities resulting in rise in prices, adversely affecting the consumers as well as the subsidies 
for PDS.   

Exclusions and Ambiguity 

Exclusions are provided in the amendment for value chain participants if their 
stock limit remains within their installed capacity and for exporters if they can show demand for 
export. The rationale for such exclusions is not clear as in such extraordinary situations the 
smooth supply of essentially commodities must not be adversely affected despite export demand 
or otherwise. There is added ambiguity due to the language used (“may”) in legislative drafting as 
it leaves imposition of stock limits even in emergent circumstances upto the discretion of the 
Central government.  

 

IV. SUGGESTIONS 

 
There is a necessity to protect the income of the farmers as agriculture in India 

faces the twin problems of floods as well as drought. There is a more urgent need of legislations 

                                                             
9The Farmers’ (Empowerment and Protection) Agreement on Price Assurance and Farm Service Act, 

2020, s. 15. 
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that protect farmers from crop damage and loss due to floods, drought and cyclones as well as 
ensuring income support during natural calamities.  

There is an urgent need to realise the critical nature of remunerative prices for 
farmers. The farmers’ protests across the nation have brought to the forefront the widescale 
discontentment with the farm laws, as well as highlighted the need to enact a statutory 
framework for guaranteeing a minimum support price. The role of government intervention for 
ensuring such support prices was highlighted by the Commission for Agricultural Costs and 
Prices and it suggested making MSP a legal right. There have been verbal guarantees by the 
Union government regarding the continuation of the MSP regime as well as procurement 
system; however, it has been hesitant in enacting a legislation or amendment regarding the same.  

Although the existing APMC system is distraught with flaws, reforms are 
required to strengthen it instead of slowly dismantling it. Improving APMC infrastructure with 
better road connectivity, transport facilities, climate controlled storage facilities as well as 
improved electricity supply are means to improving the state of agriculture in India. Creation of 
new APMC markets as well as sub-markets is required in order to reduce the burned on existing 
ones.  

In states like Punjab and Haryana where the issue of farmer suicides is 
continuously on the rise, state intervention gains importance to prevent exploitation by private 
entities, assurance of a fair price for their produce and reducing indebtedness.   

A model law on contract farming must be published and the states should be free 
to adopt or modify it in accordance with their local conditions. A large proportion of agriculture 
is conducted under informal contracts, which can be transformed into formal contracts if the 
state institutions are able to win the confidence of the farmers.   

Crop health and production of paddy, wheat maize, cotton and potato among 
other food items have also been negatively impacted by pollution and climate change. Wheat 
production has been estimated to decline by 23% by 2050 in absence of proper action. Reforms 
in agricultural practices are also necessitated by environmental concerns arising due to rising 
green house gas emissions, stubble burning and depletion of underground water tables. Organic 
farming, diversification as well as alternative practices need to be encouraged by the government 
by giving technological support, incentives and subsidies for adoption of sustainable agricultural 
practices.  

 
 

V. CONCLUSION 
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One persistent feature of the Indian economy is agrarian distress. This is due to 
wide ranging factors including low productivity, lack of infrastructure such as storage and 
transport facilities, small and fragmented landholdings and heavy indebtedness. Reforms in the 
agricultural sector have been long overdue, however, leaving it to the vagaries of the free market 
cannot be the sole way to boost the sector. Experience from other nations, such as Kenya has 
revealed that corporatisation of agriculture does not always improve incomes but causes further 
depression of the farmers. The solution is not to replace one flawed model with another flawed 
model. Stability is necessary in the agriculture sector, whereas the farm laws will inject more price 
volatility by introducing market forces. Even in the existing system, as it will be in the new 
system, the farmer never gets to decide the price of his farm produce, it is decided by another 
person for him, and is subject to extreme fluctuations. There is an urgent need to address and 
alleviate the concerns of the concerned stakeholders, along with reassessment of the existing 
policies. 
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