Ministry of Environment and Forests

National Afforestation and Eco-development Board

Non Timber Forest Products: Institutional Mechanism for Fair Returns to Primary Collectors

Background


The importance of Non Timber Forest Products (NTFPs) contributing to rural livelihoods and alleviating rural poverty is well known. It is estimated that about 100 million people especially communities living inside and on the fringes of forest areas depend on NTFP for food, shelter, medicine, cash income etc. Studies conducted in some states have shown that contribution of NTFPs to the total income of the households varied between 10 to 70 percent and majority of the forest dwellers depend on forests for 25 to 50 percent of their food requirements. Apart from meeting subsistence and cash income needs of the dependent communities, NTFPs also support large number of small to large scale enterprises engaged in processing and/or trading of NTFP and NTFP based products. In many states NTFPs contribute major proportion of the revenue of the State Forest Departments, for instance, during the last 5 years more than 70 percent of the revenue of Orissa Forest Department was contributed by NTFP. The states of Madhya Pradesh, Chhattisgarh, Orissa, Maharashtra and Andhra Pradesh account for more than 75 percent of traded NTFP in India.
2.
NTFPs exhibit a high degree of heterogeneity in their source, production systems, characteristics, and utilization. Though precise estimates are lacking, it is estimated that the total production of NTFP is worth about Rs 4200 crores annually (IEG, 2002). Even this figure seems an underestimate. Due to the prevalence of unorganized channels of trade and the fact that NTFP consumed for subsistence do not even enter the organized markets, precise estimates are difficult to obtain. Also, it does not take in to account the value addition in processing. An abject lack of data on the quantity and value of various NTFP produced in the country, leave alone an estimation of value addition that happens subsequent to harvest, typifies the sector. 

NTFP Trade
3.
Primary collectors, due to their geographical limitations, cannot sell their goods directly to the end users or consumers. Between the producers and the end users stands a host of marketing intermediaries performing a variety of functions and bearing different tags like traders, commission agents, retailers, suppliers, wholesalers and exporters. There are groups and subgroups within the trade channel with various levels of bargaining power. But the mechanism of business control is different from that of traditional business systems denying benefits to the procurers.

4.
The price of NTFPs is most often determined by the traders – depending on the margin they need. It is not based on demand/supply. If the latter was true – NTFP prices would be very high, in most cases. Generally the prices are only slightly higher than daily wages – not attaching any value to the forest or its availability. Though the prices need to be set according to the `free market’ situation, the unorganized market and the market structure create price distortion. As the supply base is limited and seasonal, the traders often do not give the real price. In the bargain the primary harvester/collector is getting poor returns compared to the real value of the produce. In some states, the Forest department sets the price for NTFP collection and sale. Often this is unrealistic and does not take into account the market situation. Further, most NTFP rich states like Madhya Pradesh, Chhattisgarh, Orissa, Maharashtra and Andhra Pradesh are socio-politically affected by extremist elements making it easier for the unscrupulous traders to operate freely in the market and the states are often unable to play an effective role. 

5.
NTFP trade is generally based on information. Knowledge about production, valuation, processing, market channels and points are historical in nature and often guestimates, at best. For example, it is difficult to get,  a reliable figure on the production and sale value of Kendu leaf in Year 2006 (2 years ago) along with a breakup of its state wise consumption (by Bidi units) and quantum of taxes collected by various agencies on the Kendu Leaf (and products thereof) across the supply chain. This is when Kendu Leaf is one of the most prominent NTFPs of the country! 

6.
It has been often seen that traders and collectors do not know the end use of the produce and the manufacturers don’t know where the produce has come from. This being the case the traders and collectors never come to know the real price of the produce. This situation affects the primary collectors and local level traders much as they are mostly unaware of the commercial worth of the produce they collect and trade. Primary collectors sell it for whatever they get. It is not possible for them to find more lucrative market. Traders and manufacturers, on the other hand, derive benefits by manipulating the information flow. Poor availability of marketing information is closely related to the lack of capabilities in marketing. 

7.
NTFPs are largely managed by State Forest Departments who hardly have access to or in some cases not even enough interest in the “big picture” information on current and anticipated market trends, value addition and ex-situ cultivation possibilities. Only a fraction of NTFPs harvested pass through organized channels of trade and statistics based on volumes clocked in these channels are grossly inadequate for planners and policymakers. 

8.
Even within the forestry sector the importance is given for general forest practices like plantation, rehabilitation, wildlife management, marketing of timber etc. NTFP management is seldom the priority of the State and National forestry institutions and the required attention was not given on the management aspect of the NTFPs. It is evident from the fact that there is no dedicated budget line/position for NTFP management in the entire budget/hierarchy of the Ministry of Environment and Forests, Government of India. In the overall budget of the ICFRE, not more than 5% goes to research and development work related to NTFPs. State-level NTFP oriented organizations like MFP Federations today either compete with erstwhile traders and contractors or collaborate with them to operate The situation encourages the regime whose weaknesses was a primary reason for their establishment in the first place. The loser in the entire process is often the forest resource and the primary collectors dependent on NTFP for their livelihood and subsistence. 
Market Structure
9.
The following examples of trade channels in respect of two NTFPs typify the market structure generally in many states.
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Trade Link: NTFP Case Studyof sveral species, Shivpuri, MP (Source: RCDC, Bhubaneswar)

Figure-II
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Trade Channel:Case Study of Mahua,Bilaspur (Source: RCDC, Bhubaneswar)

10.
A case study of Budipala (Hemidesmus indicus) collection in Andhra Pradesh gives the collection and sale process as follows:

[image: image3.png]The local village trader | [ Afer gettingadvance cach HH Then the villagers do processing
provides advance of Rs. 200 - ml ofihe village start collecting the || One route of Budipalagac is cut
400 to_the primary collectors | | roots, Villagers after callection into 20 pieces. This is the first
just before the collection | | ysedio store the roots in baskets, | | stage of value addition
season
h 4
Inthe nest step villagers dry the
Wholesaler (Outside village) |af Sale to the local village trader @ |4 routes for almost a weak near
i 2 Rs 10-15- ner Ke their houses. The dried once are
Open market (Hyderabad) @ sald first to the village trader and
Rs27-perKg Saleto GCC @Rs. 17 per Kg || Surplus once soldto GCC
v ¥
End product (Powder) @
Rs70- per Kg Government Godovns @ Rs.15-
v Moerko

Export and domestic use





Source: RCDC Bhubaneswar

11.
The current NTFP market is generally characterized by the following features:

· Lack of value chain knowledge and market informally linked.

· Demand from across the country and also abroad met by informal market players.

· Wide swings in prices depending on season and factors outside the local domain.

· Lack of scientific quality parameters or standards – traders go by physical characteristics giving scope for reducing prices arbitrarily.

· Absence of scientific weighing and volume assessment at the harvesters/Haat traders level resulting collectors not getting fair prices.

· Prevalence of adulterants in the market (also called substitutes) which are difficult to identify but put added pressure on forest resources.

· Practice of even Rare and Endangered and Threatened species (banned items) traded and even billed in different names.

· Variable tax and levies (VAT, IT, check post duty etc.) between states and restrictions on inter-state transit.
Fair returns to NTFP collectors

12.
What is fair return to the NTFP collectors? Is it the wages of the primary collector for procuring NTFP from the forests assuming only the value of his/her physical effort? This view (even if one assumes that fair wages are paid) has to be tempered by the fact that the well being of a forest resource is inextricably linked to the well being of the dependent communities. These communities are the primary stakeholders of the resource and the national forest policies recognize the position in clear terms. The recently enacted   Scheduled Tribes and Other Traditional Forest Dwellers (Recognition of Forest Rights) Act 2006 gives the right of ownership and management of NTFP to the tribal people and forest dwellers. The need for providing the real value of the resource to the primary collectors is of paramount importance in the management of NTFP.    

13.
If the main purpose of a fair price is to enhance incomes of primary collectors then one needs to differentiate between a fair return on labour and the real price for primary produce. A higher price for primary produce, in the context of NTFP management can also result in unintended outcomes when production is not price sensitive. A symptomatic approach to jack up procurement prices may lead to an unsustainable supply of NTFP resource jeopardizing futures for the current. With low productivity of forest resources coupled with increasing  demands for goods from forests, providing ‘support price’ solely for the purpose of giving higher price to the collectors may lead to unintended consequences on NTFP resource  base.
14.
Ensuring a fair return to the primary collectors is not a function of price alone, though price is an important consideration. A ‘price-based approach’ may provide temporary incentive to the collectors. However, a higher per unit price will draw more people into NTFP collection and thus result in reducing returns in the long run and/or can have a destructive impact on the resource itself by encouraging ecologically unsustainable removals. Undue emphasis on payment of higher prices encourages substitution of NTFP with cheaper alternatives, over-exploitation and destruction of resource base and attrition by encouraging more people to engage themselves in harvesting the resource. The poor forest dependent communities are also not in a position to break the complexities of the NTFP market and expect for a fair return. They need help to access technologies and alternative markets, which can bring in secured returns to them for their labour, investments and resources.
15.
In this context an alternative approach to enhance incomes for NTFP dependent populations focuses on increasing the value generated by the produce through means other than administered pricing of raw material. The strategy should be enhancing the efficiency of supply chain that allows the NTFP collectors to realize more from the same through reduction of wastage, better information about markets, more value addition opportunities near the primary stages of supply chain, and access to R&D and organizational inputs. Today the links between value generated by NTFPs and reverse flow inputs to the production base are vague and inadequate, if not non-existent. The alternative approach calls for far more effort and information than it is available at present. This is also the appropriate approach that can bring about a paradigm shift as to manage NTFP resources sustainably while keeping the welfare of people at the core. The gaps in management of NTFP resources need to be appreciated in the larger perspective and not reduced to a basal and temporary need for “higher prices” merely because it is simple and/or quick.
Need to address structural issues in NTFP management
16.
NTFP pricing by itself may not address the structural problems that need to be tackled in the NTFP sector such as:

· Poor investments in NTFP sector and inadequate support to the primary collectors and their organisations for enterprise development and access to market.

· Exploitative market mechanism for NTFP leading to poor gains from NTFP trade for the primary collectors and producers.

· Poor capacities with the stakeholders for sustainable management of NTFP and linking it to livelihood security.

· Lack of market information system and market intelligence (identifying new markets, new product developments, regular price updating mechanism), product development and market development.

· Poor institutional arrangements for procurement, value addition, marketing of NTFP and other technical services.

· poor supply chain infrastructure (warehousing, cold storage facilities, efficient and transparent trading platforms) 

· Unsustainable harvesting practices by the primary collectors leading to destruction of forest and absence of data to determine sustainable harvest levels
· Lack of adequate research and development on processing and marketing of NTFP and inadequate popular knowledge on NTFP processing and trading.

· Absence of infrastructure for quality standardisation, quality control, certification, branding and promotion.
17.
The above ills of NTFP sector point out to serious gaps that exist in the institutional structure pertaining to the management of the NTFP sector that has a pan-India footprint and involve millions of poor and marginalized communities on the fringes of development. Despite the growing recognition of the importance of NTFP resources for poverty reduction, pro-active measures to invest in this sector and create an enabling environment for holistic development of NTFP sector have not been taken. There is no reliable and updated sources of macro-level data or an empowered and mandated institutional arrangement that has the approach or the capacity to take a longer-term view of the NTFP sector and help/guide State Forest Departments or/and other agencies involved to formulate and implement product/region specific plans that fit in with the big picture. 

18.
The institutional deficiency in the sector resulted in an approach that sustains fragmented and short term initiatives based on local considerations that have often little to do with sustainability of the resource and/or the welfare of the primary dependents. 

19.
The aim of the NTFP market should be to move from being highly un-regulated to being a fair and regulated market.  Steps therefore need to be taken towards market regulation. This role is being played to some extent by NTFP Societies – but since most of them do not function effectively on the ground, their affectivity in paying fair prices to the primary collectors is undermined. 

Way Forward

20.
Fair return to the forest dependent NTFP collectors, in the longer run, is dependent 
on:

1. Effective institutional mechanisms through which dependent communities are identified, capacitated, and organised, 
2. Prospects of gains through post-harvest value addition, micro-enterprises/primary processing 
3. Better supply chain management, 
4. Credible product certification regimes, 
5. Focused/need based R&D effort, 
6. Transparent and real time market information, 
7. Availability of statistics and data for policy formulation at various levels, including that at the national level,
8. A well coordinated approach that reconciles geographical nuances in resource and social settings.

21.
To manage any sector that has a national footprint requires an organized response and objectively driven understanding of the “big picture” in order to balance the interest of various stakeholders and steer the sector towards next level of maturity. This think has preceded the creation of policies and institutional structures for a variety of commodities that were considered nationally important. Organisations like the Spices Board, Rubber Board, Tea Board, Coffee Board, Jute Board, Coir Board, Silk Board etc. are examples of such institutions. Many of them were through Acts of Parliament and others through Executive Orders. The justification for promoting such entities is the goal of bringing about a national perspective in the policy formulation, providing adequate space and enabling environment to all stakeholders for development and upgrading the management of the sector. The NTFP sector, although justified on similar grounds, is yet to develop any such initiative. Even for those produce with value of harvest running into hundreds of crores of rupees, absence of a big-picture institution creates such situations when one state is trying to undercut another state in say, business of sal seed, hurting the overall prospects for both. 

National Body for NTFP Management

22.
For overall coordination of issues relating to NTFP, a national body should be constituted which, apart from policy and programmatic initiatives may provide financial resources for the management and development of the NTFP sector. An apex level body set up at the national level would help and guide the NTFP sector through the critical phase that it is passing through. The national body would work with the existing institutions at the national/state level and below and evolve state-specific strategy for the management of NTFP. The mandate of this national level body would include:
· Create channels for accurate and timely flow of information on various aspects of 
NTFP, collation and analysis at various levels, including national level. 
· Provide the analytical feedback to various stakeholders on emerging trends in NTFP economy.
· Formulate sectoral developmental programs and implement them in partnership 
with state level agencies in charge of NTFP management to strengthen/create 
community and state level institutions for management of NTFP resources.
· Promote dialogue between various stakeholders and fine tune strategies for NTFP development. 
· Mobilize resources for channelising the same into NTFP sector and strengthen local level community institutions for creating requisite supply chain infrastructure.

· Work with user industries/trading bodies to explore and actualize the opportunities of local communities in value addition and enterprise development.

· Design and implement public advocacy and communication efforts related to NTFP in consultation with agencies/institutions at various levels. 

· Coordinate and mainstream R&D in NTFP management.

· Provide micro-credit to the primary collectors for collection and processing
· Promote greater investments in NTFP sector and encourage public-private partnership 
in enterprise development, market promotion and infrastructure building 

· Achieve convergence through private entrepreneurship and other government programmes for the collectors of NTFP. 

23.
The NTFP Board/Authority would be supported by the government and it would be under the aegis of the Ministry of Environment and Forests. The NTFP Board/Authority would act through the existing national and state-level entities involved in all the facets of management including institutional development appropriate to the sector at the collectors-level. Financial support for the body could be provided through the National Mission for a Green India envisaged under National Action Plan on Climate Change. NTFP management is one of the identified areas for intervention in the National Mission for a Green India. 
*************
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