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MINIMUM SUPPORT PRICE

| Current Context

Prices of

mustard seeds,
one of the main
oilseed crops of India,
crashed below the
minimum support
price (MSP).



As against the MSP of Rs
5,450/quintal, mustard prices are
currently ruling around Rs 5,100-
5,200/quintal in Rajasthan, the
top producer of the crop. Last
year around this time, it was
around Rs 6,500/quintal.

High moisture in mustard due
to unseasonal rainfall and
cheaper import of other
cooking oils like palm,
soybean and sunflower have
dragged the mustard prices
below the MSP level.

What is Minimum Support Price?

p

Minimum Support Price (MSP) is a form of market
intervention by the Union Ministry of Agriculture, to insure

agricultural producers against any sharp fall in farm prices.

The major objectives are to support the farmers from
distress sales and to procure foodgrains for public
distribution.

The minimum support prices are announced by the
Government of India at the beginning of the sowing season
for certain crops on the basis of the recommendations of the
Commission for Agricultural Costs and Prices (CACP).

The increase in MSP for the Kharif Crops is in line with the
Union Budget 2018-19 announcement of fixing the MSPs at
a level of at least 1.5 times of the All-India weighted average
Cost of Production (CoP), aiming at reasonably fair remuneration
for the farmers.

The Government announces MSP for 22 mandated crops
and fair and remunerative price (FRP) for sugarcane. The
mandated crops are 14 crops of the kharif season, 6 rabi
crops and two other commercial crops. In addition, the MSPs of
toria and de-husked coconut are fixed on the basis of the MSPs of
rapeseed/mustard and copra, respectively.




Determination of MSP is based on the following factors

Cost of production

Changes ininput prices

Input-output price parity

Trends in market prices

Demand and supply

Inter-crop price parity

Effect onindustrial cost structure

Effect on the cost of living

Effect on the general price level

International price situation

Parity between prices paid and prices received by the farmers.
Effect onissue prices and implications for subsidy.

VVVVVVVVVYVYVYY

National Commission on Farmers: Swaminathan Committee

> In 2004, the Union government formed the National Commission on Farmers (NCF) with MS
Swaminathan as its chairman, to come up with a sustainable farming system, make farm
commodities cost-competitive and more profitable. In 2006, the Committee recommended that
MSPs must be at least 50% more than the cost of production.

> Ittalked about the cost of farming at three levels:

A2: It includes all types of cash expenditure to
@ generate the crop like seeds, manure, chemicals, labour
costs, fuel costs and irrigation costs.

A2+FL: It includes A2 plus an imputed value of
unpaid family labour. 02

C2: Under C2, the estimated land rent and the cost
@ of interest on the money taken for farming are added to
A2 and FL.




The MSP higher than the prevailing rates in the international
O 1 market will affect India's agri exports. 11% of all exports are
agricultural products.

d

Lack of government machinery to buy all crops except rice and
02 paddy, which are taken under PDS by the Food Corporation of
India, is another major challenge.

The MSP-based procurement system also relies on
03 intermediaries, commission agents, and APMC representatives,
all of whom smaller farmers find difficult to reach.

my Wmﬁ] Recently, the

government has set
up an expert committee
to review the MSP system
which will be beneficial for
farmers as well as for
consumers. It will help in
restructuring agriculture
market and doubling
farmers’ income.
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