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EXECUTIVE SUMMARY

The report ‘SEEDS OF CHANGE ™ shows that the multinational companies
G < QIR have started to address the issue of child labour in their
cotton seed supply chain, though the problem is still far from soived. The
companies began to tackle the problem after European and US-based NGOs
started to raise the issue in the media in co-operation with local NGO's like
the MV Foundation who mobilise communities to get children out of work and
into school, including in cottonseed production.

In 2005-2006 around 20% of the workers on (@ and 10% of the
workers on _ cotton seed supplier's in Andhra Pradesh were
children under 15, This percentage dropped to roughly 11% on (il farms
and 5% on |NEEER f2rms in 2006-2007. However the companies are yet
unprepared to tackle the problem systematically in other states like
Karnataka and Tamil Nadu where there is less local pressure. This is even
more important now- is going to increase its production areas nearly six
times and [, 2/ready being the main market player, is doubling it.
Also there are no efforts yet to implement a no-child labour policy through
joint venture partners, suppliers and sub-licensees, including in the
production of other seeds where child labour is involved. The issue of the low
procurement price offered by the companies (see also the report: "The price
of Childhood’) still is an obstacle to farmers, particularly producing non-BT
hybrids, to whole-heartedly support a no child labour policy. According to the
report the Creative Learning Centres supported by both (il and U
have not been very effective in dealing with children who have worked in the
cotton seed fields. This is due to lack of motivation and mobilization at the
village level.



BACKGROUND

Both multinational and Indian seed companies have been criticised since 2001 for
allowing and abetting child labour in cottonseed production. This critique has been led
by the MV Foundation and other NGOs who are spearheading the anti child labour
movement in the state of Andhra Pradesh, and has been supported by northern NGOs
including India Committee of Netherlands (ICN), International Labor Rights Fund (ILRF),
a number of German organisations, social investor groups and media, putting pressure
on MNCs to address the problem of child labour in their supply chains. Due to this

pressure from NGOs, media, and social investor groups, multinational companies
(MNCs} like who are

producing and marketing hybrid cottonseeds in india came forward to have a dialogue
with local NGOs and initiate steps to address the problem.

A joint action plan was agreed upon between (I NN - 'V
Foundation in 2003 but this was not implemented due o unwillingness and non-

cooperation of some members of il Though SR
showed some interest, other members like i NN -

WR <re not keen to implement the agreed action plan. In 2004 the NGOs and social
investor groups in Europe decided to increase their pressure on the MNCs. German
NGOs (Germanwatch, Global March Against Child Labour and Coalition against
Dangers) lodged a complaint against -in October 2004 with the German National
Contact Point under the OECD Guidelines. In the Netherlands, ICN and social investor
groups put pressure on ([ illand on \EENEER which had a minor stake (26% share)
in R /hile several NGOs, including ILRF, approached WNNENER with
regard its Indian partner (il Due to this increased pressure three MNCs, namely

, again initiated a dialogue in February 2005
with local NGOs for joint action to eliminate child labour in their suppliers’ farms. After
several rounds of discussions these companies agreed to implement a new joint action
plan for the crop season 2005-06.

The present note is divided into two sections. Section one briefly summarizes the
developments in 2005-06: the commitments made and initiatives undertaken by (NI
and QAo address the problem of child labour in the farms producing cottonseed
for their companies in India. Section two presents the promises and activities undertaken
in 20086-07 for the elimination of child labour from cottonseed farms by these companies.

11n 2005 TSR v 25 zcquired by MM RPN old its cottonseed business to Y and

R 1 2005. Tn 2007 QUSSR accuired QI and NN
? D . -, [ndian subsidiary of WM, sold the major part of its seed business

to jn 2002. A joint venture company was started by (il
and in 2002 where Yillhold 26% of share. In 2005 Wiilsold remaining share also to
O TR, s completely taken over by NN in 2005,



SECTION | - DEVELOPMENTS IN 2005-06

Joint Action Plan for 2005-06

"k U ond —En 2005 jointly agreed to

implement the following action plan for 2005-06.

Information sharing: Companies agreed to share all relevant information
regarding production details, including production sites and lists of farmers
producing seed for companies.

No child labour clause in contracts: In the agreements with seed organisers
and farmers, companies agreed to include a separate clause clearly prohibiting
use of children below 15 years in production activities.

Formation of joint monitoring committees at various levels (State, District
and Mandal) with the representatives of companies and NGOs {o review the
progress of implementation of the action plan. Local level joint committees will do
the field inspections and report violations to district and state committees.

Scheme of incentives and disincentives: Companies agreed to implement a
scheme of incentives and disincentives to the farmers. Under this scheme
several disincentives have been announced for farmers who violate the no-child-
fabour norm in their agreements with the companies. In the proposed scheme of
disincentives, the first-time violation by the farmers will result in issuing a show
cause notice by the company. If the farmer continues to violate the no-child-
labour norm after a second inspection, the company will cut 10% of procurement
price which it agreed to pay to the farmer. For a third-time violation the company
will completely reject the seed from the farmers and no future production will be
given to them®,

if farmers completely avoid child labour in their farms, under the incentives
scheme they will be given a 5% bonus on procurement price. if seed farmers in a
particular village come forward to totally eliminate child labour on their farms
these companies will reward the entire village by financially supporting
educational infrastructural needs of the village like constructing a school building,
supplying educational material etc.

¥ With regard to implementation of different clauses in disincentives scheme the commitment of GiEMvas
clear. Though GNNEMNNE clearly committed for blacklisting and cancellation of future contracts with
farmers who found using children, with regard to imposing 10% price cut its commitment was vague. It
stated that it would first try to educate the farmers on this clause and depending upon the situation it will
use its discretion whether or not to implement this.



« Educational programme for rehabilitation of child labourers: (i} and
G, :orccd to financially support Naandi foundation to open
motivation centers (creative learning centres) in 20 villages by (ljjll and 10
villages by N o' child labourers to mainstream them inta formal schools.

« Measures for safe use of pesticides and improving crop productivity: Ul
agreed to provide special training programmes for the farmers for safe use of
pesticides and improved crop productivity.

Syngenta withdrawal from cottonseed production

After the action plan was finalised, {JJINlllll communicated that, for business reasons, it
would not have any cottonseed production in India for the 2005-06 crop season.
However, they would continue their coeperation with other companies to address the
problem. In December 2005 \jjlllll sold its cottonseed business io- and
W 2 US based company. In June 2007 (SRR 2cquired (iR =nd SEENER

Implementation of action plan 2005-06

During 2005-06 crop season (i} produced cottonseed on 139 farms covering a total
area of 275 acres in Kurnool and Mahaboobnagar districts, and (il NGNS o
about 450 farms covering 760 acres in Kurnool, Mahaboobnagar, Cuddapah and
Vijayanagaram districts in Andhra Pradesh. implementation of the action plan began in
July 2005. Joint committees were formed at different levels, i.e. state, district and
mandal (sub-district). \SNNENNE <h2rcd their cotionseed production details
(list of farmers and production sites) with the NGOs. They also included a separate
clause prohibiting use of children below 15 years in their contract agreements with seed
farmers. A separate secretariat with one project director and five field staff (hereafter
referred as Child Labour Elimination Project, or CLEP)} was created to help the
implementation of the programme. Awareness and motivation meetings were conducted
for seed organisers and farmers.

Joint inspections of fields by representatives of seed companies and local NGOs,
especially the MV Foundation, began in the last week of August 2005. Two rounds of
inspections were made. During joint inspections several problems cropped up between
the NGO and seed company representatives. The MV Foundation felt that local seed
companies’ staff who participated in joint inspections were not properly educated and not
very cooperative in implementing the joint action plan. During joint inspections few
children were found, and when NGOs visited farms independently they found a higher
number of children in the same farms. They felt that the seed company staff informed
seed farmers in advance about the joint inspections. Therefore in September 2005 the
MV Foundation withdrew from joint inspection of fields. This withdrawal was a major set -
back to the entire joint initiative.



Despite the withdrawal of the MV Foundation, SN c<cided to continue
field inspection activity involving field staff of Child Labour Elimination Project (CLEP)
and some local small NGOs. The CLEP field staff (specially recruited for this project)
with the help of local NGOs and local youth members made joint field inspections and
recorded the data.

With regard to educational programme, (NN ENEEER /it the help of Naandi
Foundation an NGO working on improving school education programmes), opened

Creative Learning Centers (CLCs) which aimed to motivate “out of school children’ to
stay away from the cottonseed fields and prepare them for regular schooling in 29
villages by end of October 2005.

No steps were initiated by {ijllto address the issue of safe use of pesticides and
improving crop productivity during the 2005-06 crop season.

implementation of an incentives and disincentives scheme was one of the major
elements in the action plan announced by NN n 2005-06. This scheme
was intended to convey a serious message to the organisers/farmers about the clear
commitment of the companies regarding the child labour issue. Using the field inspection
data, this scheme was supposed to be implemented by the companies at the end of the

crop season in December/January. Both \UNENGEGEGEEN i plemented this scheme
partially.

in December 2005 il shared the field inspection data coliected by CLEP field staff
with the members of the state level steering committee. Based on this data -
announced that it would pay a 5% bonus price to 55 farmers {out of a total of 139
farmers given contracts for 2005-06) who avoided using child labour, and it would
impose penalties on 14 farmers (cancellation of present contracts with three farmers and
blacklisting 11 for future production) for using child labour. As agreed in the beginning of
the season (R 2rnounced an incentive of Rs 15 per kg seed to farmers who
avoided using child labour, but when it came to penalty clauses on farmers who violated
the “no child labour norm’ it did not implement any of them, stating that the company
may face adverse reaction from farmers if they do so because it could not educate them
properly on this clause.

Impact of action plan

In a series of press releases and communications to campaign groups and investors,

both (RN c'=imed that the action plan initiated and implemented by

them during 2005-06 crop season was a big success. The magnitude of child labour, the

companies said, substantially declined compared to the previous years.- in its

communication to a leading NGO who is actively involved in campaigns against -
on the child labour issue, claims that the number of children employed in the farms



producing seed for them had been reduced from six children per acre in 2003-04 to
approximately one child in 2005-06. The proportion of children to the total workforce was
supposedly reduced from 50% to less than 5% during the same period. The Creative
Learning Centres (CLCs) established in association with Naandi Foundation, the
company stated, had been very successful in enrolling about 700 children by the end of
February 2006.

Though both companies had some success in tackling child labour in the cotton seed
fields and enrolling children in learning centres, this success has been exaggerated.

As already Endicated,- shared the field monitoring data collected by CLEP field staff
with the NGOs (also with the author of the present note) in December 2005. According
to the data shared by (il a total of 250 children in the peak season and 190 in the
lean season were found working on the farms producing seed for its company. The claim
of one child per acre made by the company was based on these figures. There are
several methodological problems underlying the CLEP monitoring data and it is difficult
to accept these figures as real figures.\Jl has asked the author of the present report
in January 2006 (when the "Monitor TV' report and German NGOs press statement
quoted the figure of around 500 child labourers in {Jjjjffjfarms in 2005-06 based on
the author’s estimation) to comment on the CLEP monitoring data. In a letter dated 26
January 2006 to \ IR "anaging Director of the (il seed company. the
author of the present report made the following observations on the CLEP monitoring
data:

*The total area under cottonseed production as reported by you - is
275.5 acres (press release dated 4-1-06. Out of this the CLEP tearn monitored
only 185 acres (67.1%). The data reported by the CLEP team indicates that the
total number of children working on these farms is 250 (no double counting is
done here to arrive at this figure. Of the three or four visits to each farm only one
visit which reported highest number of children is taken into consideration), an
average of 1.35 children per acre. Even if we assume that farms which are not
monitored have the same magnitude of numbers the total number of children
would go up to 372. (Assuming 1.35 average for left out farms is somewhat
problematic and may underreport because the majority of left out farms are
situated in areas (Kurnool) which reported high incidence child labour than the
general average). | also found that the percentage of farms observed with very
few labourers in all the visits is also significant. About 18% of the farms reported
below four people (when other farms reported high numbers of 8 to 10) per acre
in all the visits which is difficult to understand. Taking these things into
consideration | made a rough estimation of the nurnber as 450 to 500,

* Extract from author’s e-mail communication witt—\/lanaging Director of the {JJlseed

company on 26-1-06.



CLEP monitoring data also does not support another claim made by-which said that
“At the end of the cotton seed season 2005 less than 5 % of farm labourers were children
under 15, This would be a significant reduction when compared with 50% from earlier
investigations’. CLEP monitoring data clearly indicates that the proportion of children to
the total workforce on gl farms was always above 20% at any time of the season
during 2005-06.

Child labour rehabilitation programme

-claimed that the Creative Learning Centres {CLCs) - established in association with
Naandi Foundation - had been very successful in enrolling about 700 chiidren by the end
of February 2006. The field visits to eight of these education centres in Mahaboonagar
reveal that there is little truth in the claim made by the company. The number of children
enrolied in these centres has been exaggerated. Moreover these centers were unable 1o
attract the real child labourers who need them most. Most of the children admitted in these
centres are young children in the age group of 5 to 8 years who have not worked in
cottonseed farms or in any other fields. One of the reasons these centres have not been
able to atfract the children working on cotionseed farms is the lack of communily
motivation and mobilisation activities at village level. It was also found that there is lack of
coordination between the education programme and other interventions of the companies.

To sum up: the joint action plan for elimination of child labour in cottonseed farms
implemented by (NN i~ 2005-06 had a limited impact. Children continued
to be employed on the farms producing seed for these companies though in reduced
numbers. The action plan did not yield its objective of total elimination of child labour
mainly due to lack of effective implementation of the plan at the field level, while the plan
itself lacks a holistic approach. One important gap in the action plan was its failure to
address the issue of procurement price. Low procurement price is an important
contributing factor to the continuation of the exiensive use of (cheap) child labour in
cottonseed farms. This effect is documented in detail in the repori ‘The Price of
Childhood’s, which seed companies are still not ready to accept.

3 Venkateswarlu, D. and Lucia da Corta (2006) “The Price of Childhood: On the Link between Prices Paid
to Farmers and the Use of Child Labour in Cottonseed Production in Andhra Pradesh, India ° Report
Commissioned by the India Committee of Netherlands, International Labour Rights Fund and Eine Welt
Netz NRW,
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SECTION Il - DEVELOPMENTS IN 2006-07

ACTION PLAN FOR 2006-07

Both SN H=ve decided to continue to work on the child labour issue
within the framework of ASI CLEP (now CCP-Child Care Programme) which they
initiated in 2005-06. With regard to the action plan for 2006-07 both companies have
agreed on some common elements. In addition to the common programme they have
also announced separate programmes specific o each company.

S action plan

With regard to cottonseed production and marketing in india, {[Jijifl has both direct and
indirect involvement. The direct involvement is through its daughter company

which produces and markets cottonseeds. The indirect invoivement is through its
supplier il 2 leading Indian seed company based in Tamilnadu. In 2005,

entered into a marketing agreement with {Jjifi seeds. According to this agreement
U 20rced to give U c<clusive marketing rights over two of its BT hybrid
cottonseeds. (il produces these seeds and marketing is done by {SINENR. NN
indicates that in its agreement wEth—a special clause was included banning the use
of child tabour in production of seeds and the right to monitor -seed farms. During
the 2006-07 crop season{iilhad an agreement with (il to produce cottonseed
in 120 acres.

In the month of March 2006 ([l announced its action plan for 2006-07. The action
plan includes continuation of joint monitoring of fields, an incentive and disincentive
scheme with a small modification (an incentive hike from 5% to 7% over the previous
year) and a child labour rehabilitation programme with\illwhich it initiated in 2005-
06. The new elements in the 2006-07 action plan are:

a) Credit support to farmers with the help of Banks and
b) ‘Target 400’ to enhance crop productivity.

In January 2006{jilli#signed a Memorandum of Understanding (MoU) with the State of
India to provide credit support with 8% interest to its farmers. Under this scheme each
farmer is eligible to get about Rs. 40.000 credit per acre. A bank guarantee is provided
by the company. The programme of “target 400 is planned to improve the crop
productivity. In April 2006 a detailed manual was published with guidelines to improve
crop productivity from the current level of 250 packets per acre to 400 per acre. The
company announced it will implement the “target 400 plan™ in 2006-07 by conducting
trainings and providing necessary inputs to its growers.

- agreed to implement all the elements of its action plan in 100% of the farms in

Andhra Pradesh and Karnataka where it is directly involved in cottonseed production.
With regard to its seed supplier {JJJl§in Tamiinadu, indicated that it will ask
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to take all the necessary steps to eliminate the child labour from the farms producing
seed exclusively for N

OIS - ction plan

Like YIS QMMM aiso has both direct and indirect involvement in cottonseed
production and marketing in India. The direct involvement of- in cottonseed
production activity began in 2005-06 with the acquisition of ‘NN » March
2005°. The indirect involvement of the company is through \SEEENES N ho'ds a
26% share) and FEEGGG__————EEEEY - ich is a 50:50 joint venture
company between \UIMENERENENNNG \Vhic GEENR s directly involved in

cottonseed production, Yl is a "BT gene” licensing company which does not directly
involve in seed production. il has sub-licensed BT cotton gene to several seed

companies in India including leading Indian companies like\y GGG -

in April 2006 at the state level steering commitiee meeting of CCP, (il
announced its action plan for the elimination of child labour in the 2006-07 crop season.
The action plan includes the continuation of efforts initiated by- in 2005-06:
joint monitoring of fields, an incentive and disincentive scheme and child labour
rehabilitation programme wi’sh- With regard to incentives and disincentives
_cfearly stated that its current year policy slightly deviates from its previous
year policy. As an incentive to the farmers who completely avoid using child labour, it
agreed to pay an exira Rs.15 per Kg {4.8%) on top of the procurement price. The
company will not impose any financial penalties on those farmers who violate the norm
of "no child labour” but simply blacklist them for next year’s production.

With regard to the applicability of the company's "no child labour policy’ to its
subsidiaries, joint ventures and sub-licensees IR stated that it will first try to
implement the policy within the company where it has direct control over the production
and evaluate the possibility of including its joint ventures and sub-licensees. It also
stated that the company adopted a global policy on Human Rights only in April 2006 and
it is now in the process of understanding the issues and looking for solutions.

Area under cottonseed production in 2006-07

In June 2006— shared information regarding their production sites
where they have direct control. According to their information \G R produced
cottonseed in 3003 acres, out which 2213 acres were in Andhra Pradesh and 790 acres
were in Tamilnadu. [l produced cottonseed in 281 acres, out of which 61 acres
were in AP and 220 acres {81.5 in Kharif and 138.5 in Rabi season} were in Karnataka.
The total cotton seed production area in AP, Karnataka and Tamilnadu for 2006-07 crop

6 P10 purchased GGG i june 2007 which has some presence in India
AR, 1 chased SR o NI coitonseed business in 2006).
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