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INTRODUCTION

Commercialization of smallholder farming is widetgnsidered as one of the most effective mean
dealing with poverty in the developing countriekeliBangladesh. And, it is undoubted that commereidl
farming contributes significantly to the livelihoe@f rural households in Bangladesh (IFAD, 2012;ri/8ank,
2014). In Bangladesh, the average size of the bataa cultivated is only .5 hectares and smathfaaccount for
96 per cent of operational holdings with a sharé®fper cent of cultivated area (Thapa and Gaifa1p Most
importantly, improved agricultural productivity cado magic to appease poverty from grass root |
(Asfaw et al, 2012). Agriculture is an essentialtsein Bangladesh, accounting for 17 percent ef@DP and 45
percent of the working population (BBS, 2014).Thaimagricultural producers are small-scale and malg
farmers who comprise approximately 80 percent bfaaining households and own about 50 percent efttal
cultivated land (BBS, 2012). Arable land accoumis50 percent of country’s land with an annualizdtion rate
of 190 percent (BBS, 2011), and the country hasoraptished 100 percent rice self-sufficien
(Bangladesh Bank, 2015). With increased outpuhef$mallholder farmers, poverty can be reduced] foices
pushed down, food security and nutritional gap @fgde improved. At the same token, market partt@paand
transition from subsistence to market oriented faghtan bring revolutionary changes in economioaghoand
eventual improved standards of living and welfa@srani, 2015). In Bangladesh, market access ofllsohddr
farmer, being one of the predominant sources efiiwod, can work as efficiently as larger farmsewlsupported
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by parallel services and credit facilities from govment (World Bank 2007). Government of Bangladeah taken
multidimensional initiatives to eradicate poverticls programmes covered Social Safety Net PrograniB&NPs) which
address basic needs of the people namely foodgshetlucation and health. The prime programs eavender SSNPs
are: Food for Works (FFW), Vulnerable Group Devetemt (VGD), Vulnerable Group Feeding (VGF), old-age
allowances, allowances for retarded people, alleearfor widow and distressed women, grants for amphes which
require higher market participation of smallholtEnmers (Centre for Research and Information, 2@dgin, government
has also embarked on plans to commercialize snidéhagriculture with a number of broad based jpedicanging from
Poverty Alleviation Action Plan (PEAP), Plan for Kliernization of Agriculture (PMA), and the Nation&gricultural
Technology Project (NATP) with a view to improvirgffectiveness of the technology used in agricultiarencrease
productivity and farm income, with a particular fscon smallholders and marginal farms(World Bartkl4).National
Agriculture Policy (NAP) with recent being the ctiea of the National Agricultural Advisory Servig@AADS) an
agricultural advisory secretariat and ActionabldidyoBrief (APB) to avail farmers with broad knowdge in improving

farm outputs, marketing of farm outputs, provisadriarm inputs and technological advancement.

According to Muriithi and Matz (2014), widespreaaisjiive reputation and recognition of smallholdemfing as
a means to alleviate poverty brings optimism ofaleléshing sustainable growth and increasing farsavelfare.
Furthermore, it is usually believed that welfare@ observable but there are different ways winégresent standards of
living proxies like household expenditure on foed @&ducation are usual indicators of welfare (Quar2005). Actually,
improvement of socio-economic welfare will largelgpend upon higher affordability of farm inputs sus fertilizers,
pesticides and improved seeds, which would evegtualing about increase in productivity and evehtgeowth
(Ukoha et al, 2005). According to Gebreselassie, &harp (2007), smallholder farmers’ commerciaili@atcan bring
better household welfare, promoting living standatdrough consumption of high valued foods, purehat home
durables better education for their children andlypimproved health standards. Therefore, thestues to find out the
relationship between commercialization and houskhetlfare, and the effects of smallholder commdimztion on

household welfare.
LITERATURE REVIEW

In spite of some important successes in reducingny, achieving lower-middle income status andéasing
agricultural productivity, roughly 25% of the poptibn in Bangladesh is considered food insecuregicétjure employs
about 47% of the labor forces (with about 60% @f tarming population classified as landless), mrttigbutes to about
18% of the gross domestic product (World Bank 20E8yming is generally believed to have a highdempiial to create
jobs, increase returns to the asset that the pemple posses, i.e. labor and land, and it pushes tlee price of most food
stuffs and raise their welfare (Hazell et al, 200iMe government of Bangladesh has a broader doaising export
income by aggregating small and marginal farmers wioduce rice, maize, fruits, vegetables, livestdisheries etc.
(MoA, 2014). Literature from earlier studies defeddthe concept of commercialization with varyindimigons but all
emphasized on having higher market access (Gov829). Generally, commercialization is lookedtat proportion of
agricultural production that is brought to the nerkor sale (Immink and Alarcon, 2009). Similarlgk®ni (2007) and
Hazell et al, (2007) looked at agricultural comnigization as a move away from subsistence prodoctdo market
oriented production. While Von Braun (1994) has enextensive argument about commercialization thatviolves

increased market transactions to capture the berfedim higher market participation, commerciali@aatshould be about
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proper decision making as regards, input and owlpaisions, market concentrations and productichrtigues as well.
Rising market participation can affect smallholdarmers’ welfare in two ways-by improving the weHaof most
household directly through income effects and eatly through different linkages (Randela, 2005griéultural
commercialization means more than the marketinggrfcultural output; it means the product choicel amput use
decisions are based on the principles of profit im&ation (Leavyet al, 2007). Commercialization is known to have
comparative advantages over subsistence agricultugenerates income for rural households, expangi the use of
hired labor than it was in subsistence productddon(Braun, 1994, Dorsey, 1999). Improved marketeascencourages
the rural farmer as increased wages and employframtcommercialization of agriculture facilitatdsetways towards a
broad spectrum of development in the entire rumdnemy (Randela et al, 2008). A number of debatesuta
commercialization of farming as means to bettefaveland alleviate poverty have been paramountaist @conomists. In
most of the related literature, a farm householgeiserally defined to be commercialized if thattipatar firm produces a
considerable amount of cash crops, keeps a propoofi its production to market or sells a signifit@roportion of its
agricultural outputs (Immink and Alarcon,1993; Sharg et al, 1999).The core rational behind agricultural
commercialization is that increasing income frora #bility of small holder farmers to produce higiiued crops which
gives them higher access towards household congamijtéms-(Bernard, and Spielman, 2008, Jaleta, 2009). Again,
according to Kawagoe (1994), processing and mamixedf commercial products at a village level cdnite to total

household labor income and employment in a biggengm.

MATERIALS AND METHODS

Selection of Respondents

The sample comprises 100 households fibenokhadaupazila which are engaged in agricultural procdurcti
The farm households of this area produces diffekémils of crops like rice, wheat, potato, vegetablgite, maize,
oilseeds, pulse, onion, garlic etc. The study fesusn the 2014 production year and therefore rediedrecalled
information. Multistage random sampling technigsi@dopted to choose sample farmers from the stigdy @he present
study has been carried out in three unions, chasetomly, fromTerokhadaupazila ofKhulnadistrict namely Sagladah
Barasatand Madhupur The randomly selected villages, two from eachonpiarePahardanga, kumirdanga, Barasat,
Harikhali, Madhupur, kakhdiFinally, we select 100 respondents from the diages of three sample unions using the

simple random sampling method.
Empirical Model

In order to find out the effects of smallholder qoercialization on household welfare, the presamtystries to
estimate the following functional relationship. Rrditerature review, it is clear that there exiats obvious relationship

between household welfare and commercializaticagotulture
Y =1(X) 1)

Where, Y represents the farm households’ welfaie Xanmepresents the commercialization of agricultdrkis

functional relationship outlined in equation (1hdze transformed into a simple regression modéslasvs.
Yi=Bo+ P Xi+y 2)

Where, yis the stochastic disturbance term. The preseadysises ordinary least squares method to estithate

model specified in equation (2).
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RESULTS AND FINDINGS

This segment presents findings of the study geedréitom data analysis and its interpretation. Hludes

Pearson’s correlation analysis and regression sisaly
Correlation Analysis

Correlations are useful because they can indicaieedictive relationship that can be exploited fagpice. For
example, an electrical utility may produce less poan a mild day based on the correlation betwéectreeity demand
and weather. In this example there is a causdigakhip, because extreme weather causes peopketmore electricity
for heating or cooling; however, statistical depamzk is not sufficient to demonstrate the presericeuch a causal
relationship (i.e., correlation does not imply catien). The Pearson correlation coefficient is ayveelpful statistical
formula that measures the strength between vasadnhel relationships. In the field of statisticdstformula is often
referred to as the Pearson R test. When conduatsigtistical test between two variables, it imadyidea to conduct a
Pearson correlation coefficient value to deternis¢ how strong that relationship is between thwsevariables. In order
to determine how strong the relationship is betwemvariables, a formula must be followed to proglwhat is referred
to as the coefficient value. The coefficient valan range between -1.00 and 1.00. If the coefficietue is in the
negative range, then that means the relationsHhipea® the variables is negatively correlated, ooras value increases,
the other decreases. If the value is in the pasitange, then that means the relationship betweewnariables is positively

correlated, or both values increase or decreastheqg

Table 1: Degree and Nature of the Relationship

Commercialization 1

Market access .801 1

Internal farming activites| . 727 | .17 1"~ 1
Household welfare .266 |.198 " |.210 1
Correlation is significant at the 0.01 level (2ed)

Source: Primary Data

Empirical evidence suggests the ultimate objeatfveommercialization of agriculture is the attainmhef better
welfare outcomes for the smallholder farmers. Qati@n results in table 1 above are also consisagtiit the finding of
Samuel and Sharp (2007), results show that theseahsignificant positive relationship between comuiadization of
agriculture and Household welfare (r = .266**, pB.0This relationship is also evidenced in the disiens that measure
commercialization of agriculture, Market access(@.298**, P<1), Internal farming activities(r = @.@**, P<1). These
results are a clear indication that when small éofdrmers wholesomely embrace commercializatiaha® enthusiastic
about the future improvements, it will bring abduprovement in their household welfare, these welfffects will be
symbolized by increase in consumption of non-geainsumables(including sugar, coffee, salt and capkil); kerosene
consumption; and expenditure on shoes and clo#mhscation, health care, durable goods (bed, maftraslio, TV,

mobile, etc), housing (iron sheets, buildings, atwd farm implements (ox ploughs and fertilizerater pumps etc).
Regressions Analysis

Findings from regression analysis for commercidiiraof agricultural are shown in table 2. Actuallige results
portray the extent to which the elements of smédio commercialization predict the changes in shaoddler farmer

welfare. Results showed that commercialization rofltholder farming predicted 16.9% of the variameceHousehold
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welfare (Adjusted R Square = .169). Analysis of amencialized farming indicates that it has positauad significant
(Beta = .266, sig. < .000) impacts on smallholdemier welfare with constructs of market accessrial farming

activities as predictors of Household welfare. Tégression model was also valid (sig. <. 01)

Table 2: Regression Analysis of Household Welfare

Beta | Std. Error t Sig.
Constant 2.737 | 0.188 14.540 0.00
Commercialization | 0.288 | 0.055 5.259 0.00
R Square = 0.187, Adjusted? Square = 0.169, F statistics =27.660 , Sig. = 0.00

Source: Primary Data

Results in Table 1 showed that commercializatiorsrofller holder famers influences Household welfara
positive and significant manner (r = .266**, p<.08nd, similar to our expectation, these resultppsut the study
proposition that commercialization and householdfare are positively related. The results also adted the finding of
Samuel and Sharp (2007), Govereh (1999), LeavyPandton (2007), Muriithi and Matz (2014), whichtet that there
exists a positive relationship between small hofdemers commercialization and increase of otherskbold welfare. It is
evident from the findings that smallholder farmezally need to find out appropriate firming techrég regarding input
quality, competence and quality of labor, adoptainmodern farming tools, knowledge of the use atilieers and
insecticides. Implementation of modern farming téghes requires a number of things such as nanagetype of sall,
required expertise of the farmers and use of apat@pfarming methods are very important. Differgqtes of cultivation
systems and land tenure systems should be reeligitth a view to reducing land fragmentation andgweimg food
security and poverty alleviation (Jayanta et all®0Jaleta et al, 2009). According to Sebatta (20i#bst of the
smallholder farmers find it very difficult to opéeatheir individual farming activities thus fail taise their output under
different types of regional land policies in difeit regions and this situation deteriorates duadk of their agricultural

proficiency.

Results in Table 1 further revealed that markeess@nd household welfare are positively relatdis fesults
clearly suggest that if government wants to raiseket participation of the smallholder farmers #&ise their welfare,
more importance should be given on ensuring symenetarket information, feasible transportation todg markets,
market globalization and liberalization of agricuel commodities should be introduced (Randela,R0D8ferent types
of regional blocks can really be productive in thégard and various preferential trading arrangésnshould be
negotiated. Most importantly, there is no altenetio improved financial knowledge and businesseige. Value chain
and logistical challenges should also be addredRedd networks, warehouses, cooperative movemants extension

services into farmers should be prioritized.
CONCLUSIONS

This study analyzed the effects of different lexaflsommercialization on smallholder farmers’ wedfaAnd, the
findings clearly help us to reach a conclusion thigher market participation among smallholder farsnshould involve
making broad production decisions based on producot only to satisfy basic community needs bub &sproduce an
extra amount for the market. Achieving drastic immment of household welfare and attaining incleigvowth depends
upon making clear strategic decisions about thaimfinputs, embracing modern technology, and macdkinted
production as there is a positive significant clatien between welfare and commercialization of lémedder farming.

Producing an extra amount of product for the mankift not only generate welfare effects to farmebsit it has a
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multiplier effect on income growth, economic growdmployment generation and total alleviation ofgxty. With all

that attained it will lead to reduction in consuiopt of cereals and a move towards a consumptiomigii value

commodities like eggs, meat, milk, fish and fruiBther changes like economic growth and rising ines and

urbanization are all due to commercialization afnfeng (Joshi, 2007In today’s globalized world filled in by many

changes, the agriculture sector in the developinmtries like Bangladesh needs to make some prioduttianges to face

the modern development challenges. In responsketetchallenges, smallholder farmers in Bangladhehld improve

their ability in expanding their market accesstili

REFERENCES

1.

10.

11.

12.

13.

14.

15.

Abera, G., 2009, “Commercialization of Smallholdearming: Determinants and Welfare Outcomes A Cressienal study

in Enderta District, Tigrai, Ethiopia” An Unpubligtd Master’s Thesis the University of Agder, Krissand, Norway.

Asfaw, S., Shiferaw, B., Simtowe, F. and Lipper,2012, “Impact of modern agricultural technologies emallholder

welfare” Evidence from Tanzania and Ethiopia, foadiq@y journal, VVol. 37 June 2012, Pp 283-295
BBS, (2011; 2012; 2014), “Bangladesh Economic Re¥VMinistry of Finance, Bangladesh Bureau of Statist

Bernard, T. and Spielman, D., 2008, “Mobilizing BRuinstitutions for Sustainable Livelihoods and Eghle Development”.
A Case Study of Agricultural Marketing and SmallleolG@ooperatives in Ethiopia.

Centre for Research and information, 2015, “Bangktua 2015: Progress and Development”

FAO, 2010, “World food dietary assessment systarsian 2.0". International network of food data ®ms of the food and

agricultural organization of the United Nations.

Gebreselassie, S. and Sharp, K., 2007, “Commerci@dizeof Smallholder Agriculture in Selected Tea-®ig Areas of
Ethiopia” Ethiopian Journal of Economics, VolumelXMol

Govereh, J., Jayne, T.S. and Nyoro, J., 1999, “Smkler Commercialization, Interlinked Markets and oo Crop
Productivity: Cross-Country Evidence in Eastern awdit8ern Africa”, paper is published by the Departrhef Agricultural
Economics and the Department of Economics, Michigte University (MSU).

Hazell, P., Poulton, C., Wiggins, S. and Dorward, 2007, “The Future of Small Farms for Poverty Rethrcand Growth.
2020" Discussion Paper No. 42. IFPRI, WashingtorCD.

Immink, M.D.C. and Alarcon, J.A., 1993, “Householitame, food availability, and commercial crop protion by

smallholder farmer in the western highlands of Goa”, Economic development and cultural change2%819-342.

Jaleta, M., Berhanu, G. and Hoekstra, D., 2009, &8holder commercialization: Processes, determisaand impact”.
Discussion Paper No. 18. Improving Productivity aMhrket Success (IPMS) of Ethiopian Farmers ProjdtiRlI

(International Livestock Research Institute), Nairdfenya.

Jayanta, K., Dutta, B., Rituraj and Sibani, D., 201®easuring the Level of Commercialization of Famsie A Case in

Kamrup District of Assam. Indian Res. J. Ext. Edu.

Joshi, P.K., Gulati, A. and Birthal, P.S., 2007, ‘tkmiltural diversification in India” Status, naturand pattern Academic
Foundation, New Delhi, India. pp. 219-242

Leavy, J. and Poulton, C., 2007, “CommercializationAgriculture”, Ethiopian Journal of Economics, Vdl6 (1) 2007: pp.
3-42.

Ministry of Agriculture, 2014, Government of theoPle’s Republic of Bangladesh.

Impact Factor (JCC): 4.7129 NAAS Rating: 3.27



Impacts of Agricultural Commercialization on Smalltder 39
Farmers in South-Western Region of Bangladesh

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

Muriithi, B. and Matz, J., 2014, “Welfare Effect§ \degetable Commercialization: Evidence from Snoédier Producers in
Kenya” ZEF Discussion Paper on Development Policy N89. 2014 National agricultural advisory Servigeport (NAADS)

inception report.

Osmani, M. A. G., Khairul, I., Bikash, C.G. and Haas M.E., 2015, “Commercialization of smallholdermers and its
welfare outcomes”. Evidence from Durgapur UpazilaRafjshahi District, Bangladesh, journal of world ecmic research
PP 119-126.

Quartey, P., 2005, “The Impact of Migrant Remittasacon Households Welfare Ghana, University of LégénPaper

Submitted to the African Economics Resources Canso(AERC) Nairobi, Kenya

Randela, R., 2005, “Integration of emerging cottfammers into the commercial Agricultural economyPh.D. thesis,

University of the Free State

Randela, R., Alemu, Z.G. and Groenewald, J.A, 20B8ctors enhancing market participation by smallge cotton
farmers” Agrekon, 47(4), vol. 47, no. 4, pp. 451946

Samuel, G. and Sharp, K., 2007, “Commercializatib®mallholder Agriculture in Selected Tea-Growing#s of Ethiopia”

Ethiopian Journal of Economics, Volume XVI, Nol.

Sebatta, C., Mugisha, J., Katungi, E., Kashaaru, Al igomugisha, H., 2014, “Smallholder Farmers’ Degisiand Level of
Participation in the Potato Market”. Scientific Resrch Publishing Inc.

Sharp, K., Ludi, F. and Samuel, G., 2007, “Commeizéion of Farming in Ethiopia”. Which Pathways? kthian Journal
of Economics, Volume XVI, Nol. Paper presentedhatRifth International Conference on the Ethiopiaoonomy, Addis
Ababa, and June 7-9.

Sokoni, C.H., 2007, “Commercialization of Smallhold&moduction in Tanzania: Implications to SustairaliResources
Management”. Paper presented at the workshop on dkesdManagement and Sustainable Development: VBaitels Hotel,

Dar es Salaam.

Thapa, G. and Gaiha, R., (2011), “Smallholder Fammiin Asia and the Pacific: Challenges and Oppotiesf, Paper
presented at the IFAD Conference on New DirectionSfoallholder Agriculture.

Ukoha, O., Mejeha, R. and Nte, I.N., 2007, “Determiisaof Farmers Welfare in Ebonyi State Nigeria”. Bakn Journal of
Social Science 4 (3):351-354

Von Braun, J., 1994, “Agricultural commercializatioeconomic development, and nutrition”, Johns HoagkUniversity
Press, Baltimore, Maryland, USA. pp. 3-8.

World Bank, 2009, “Awakening Africa’s Sleeping GiaProspects for commercial Agriculture in the GeénSavannah zone

and beyond”. Agriculture and Rural Development Notssue 48

World Bank, 2014, “Bangladesh Country Snapshot”, iW&ank Group.

www.tjprc.org editor@tjprc.org






