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“The key to happiness is reduction of desires”
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As farmers dig in on MSP,
govt experts point out cons

‘Farmers May
End Up Being
The Losers’

' Vishwa.Mohan@timesgroup.com

New Delhi: Even as farm
unions are pitching for a legal
guarantee to minimum sup-
port price (MSP), experts in
the government say that lega-
lising MSP to procure 23 crops
would disrupt the market
equilibrium, drive out private
trade, and lead to inflation and
adecline in agriexports.

Officials feared that farm-
ers would actually be hit and
cited NITI Aayog’s working pa-
per on farm reforms to argue
that liberalised markets were
more favourable to growth
than government support and
interventions in the market
over aperiod of time.

NITI Aayog member Ra-
mesh Chand noted in the pa-
per that segments like horti-
culture, milk and fishery
(where market intervention
by the government is either
nil or very little) showed 4-
10% annual growth whereas

Lgalisiniium suort plce 0 proure
the market equilibrium, say experts

cropould isrpt

the growth rate in cereals,
where MSP and other inter-
ventions are quite high, re-
mained at 1.1% after 2011-12.
Besides, there is a peaking of
benefits with cereals.

Chand cited the example
of Maharashtra, where an ex-
periment of legal interven-
tion for ensuring MSP in 2018
failed, forcing the state gov-
ernment to abandon the ini-
tiative. “Economic theory as
well experience indicates that
the price level that is not sup-
ported by demand and supply
cannot be sustained through
legal means,” said Chand, an
agriculture economist.

He, however, kept the floor
open for suggestions, saying if
according legal or mandatory
status ensured MSP to farm-
ers, it would be the easiest way
for any government to help
farmers get desired prices.
This could be done by state
governments without central
intervention, he said and cited
the example of Kerala, where
the state government last year
announced minimum prices
for16 fruits and vegetables.

The paper, quoted exten-
sively by officials in the minis-
try, also cited the example of
sugarcane — where the sup-
port price (fair and remunera-

tive price)is the statutory min-
imum price — and pointed out
the accumulation of thou-
sands of crores in arrears as
private sugar mills could not
find FRP for sugarcane match-
ing with sugar prices.

Referring to practical diffi-
cultiesin gettingtheprivatesec-
tor on board for buying at legal-
ly guaranteed MSP, officials
said the higher procurement
cost would mean increase in
prices of foodgrains, leading to
inflation, which would eventu-
ally affect the poor. “It will also
impact India’s farm exports, ac-
counting for 11% of the total ex-
ports of commodities, if the
MSP is higher than the prevail-
ing rates at international mar-
kets,” said officials. They also
said that since the government
would have to procure all mar-
ketable surplus in the absence
of private participation, it
would lead to a huge burden on
theexchequer.

_Ofﬁmals have not backed
their claims with specific data
but farmers said the govern-
ment would not be spending
more than an “additional
amount” of Rs1lakh crore an-
nually if it decided to buy the
entiremarketable surplus. /
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MSP for pulses
and edible oils will
help farmers in the

arid regions and
alsoreduce the
importbill

SANDIP SEN

oth developments were
Bexpected. The Modi
government, which had
refused to withdraw the bills
in the summer and monsoon
sessions of Parliament, blinked
before the winter session, fear-
ing electoral losses in the two
states. The victorious farmer
leader Rakesh Tikait promised
to hold tractor rallies everyday
to Parliament from November
29, when the session begins,
to press for MSP law and other
demands.
SomeRs2.5lakhcroreof tax-
payers'money-75%ofthe Food
Corporation of India’s (FCI)
procurement budget -- is an-
nually poured into buying rice
and wheat at MSP. Last year,
two grades were purchased -
paddy ‘A grade’at Rs 1,888 per
quintal and paddy ‘ordinary’at
Rs1,868 per quintal,a marginal
1% difference. This 50-year-old
practice has ensured that FCI
godowns are full of low-quali-
ty rice at near ‘A grade’ prices.
FCI godowns are overflowing
as supply exceeds demand.
Besides, rice and wheat sold in
retail marketsand throughPDS
areoften priced lower than the
MSP procurementprice, asare-
sult of which FCI makes huge
losses every year. These losses
due to the difference between
procurement price and supply
price, along with distribution
costs, is paid to the FCI by the
government as food subsidy —
again funded by the taxpayer.
But you cannot make the
private sector buy and stock
wheat and rice at MSP, which
India produces much more
than it needs. MSP for wheat
and rice is unsustainable and
hurts the procurement of oth-
er crops from the arid regions
of the rest of India, and the
farmunions know this. So, they
want the MSP to be enshrined
in law, which will force status
quo and ensure continued pro-
curement of rice and wheat at
MSP throughthe 2,500 APMC
mandis. Hence, 60,000 mandi
aﬂhtym(middlemen)areﬁmd-
ing the year-long protest.
Interestingly, there are 21
other cropsunder MSP, besides
rice and wheat, for which con-
sumerdemandishighand price
realisationis better. Amongthe
othercropsunderMSPare five

gy

IN PERSPECTIVE

Sure, make MSP
law, but tieitto
demand-supply

pulse varieties namely chana
arhar, urad, moong and mas<"!
ur that require support, These
are mostly procured by private
traders and command market
prices that are two to three
times MSP prices. Government
buying in ‘pulses is minimal.
Similarly, there are seven oil
seeds, namely mustard-rape-
seed, groundnut, soybean,
sunflower, sesame, safflower
and nigerseed, where the c!lf-
ference between market price
and MSP procurement price
is more than double. If MSP is
madealaw for these 12 crops, it
will reduce the inflated kitchen
budget of the average Indian
household. Itwouldalsoreduce
importsoftwo milliontonnesof
pulses and10-15 million tonnes
of edible oil each year.

India is the world’s largest
consumer and importer of ed-
ible oil. Over the last 50 years,
we have had a skewed policy
favouring oilimports—palmoil
imports from Malaysia and In-
donesia, soya and sunflower oil
imports from Brazil and Russia
and olive oil imports from Eu-
ropeand North America. Indian
business houses, sensing oppor-
tunityandahuge demand-sup-
ply gap, set up plantations and
solvent extraction units across
the world to export back to
India. Import duties were re-
peatedly slashed to bring down
rising prices and reducefoodin-
flation. This hurt domestic pro-
duction. Lastyear, Indiaimport-
ed13milliontonnesofedibleoil,
withtheimportbill touchingRs
75,000 crore, evenas domestic
production remained at nine '
million tonnes. 19

Pulses and oil seeds are not *
water-guzzling crops like rice,
wheat, jute, sugarcane and®!
cotton. If MSP is made legal’©
and guaranteed for pulses and /!
oil seeds, it will help farmers:”
of the arid regions of India’?
such as Rajasthan, Gujarat,
Maharashtra, MadhyaPradesh
andpartsof Karnatakaand also
help reduce imports. But, of
course, that will go against the
interest of the 10,000-strong
lobby of commodity traders
who form a three-tier cartel
led by Swiss commodity major
Glencore importing pulses
into India, as per a 2,000-
page income tax report titled
“Appraisal Report in the
case of Pulse Importers and
Traders Group” submitted to
thelate Finance Minister Arun
Jaitley in 2017. In a country
where rich farmers, mandi

cartels, commodity cartels and
vote-bank politics dictate farm
policies, there s little hope for
thesmall farmer in distress.
(The writer is a journalist
and author of three books on
economic governance)

Pg.

Net import of cereals
4l|a|¢t_uns

More Cereals
For Everyone

Per capita availability of cereals has
steadily risen from 334g per day in the
1950s to 4659 now

500 Cereal

s,
2020

Less Dal Per Person
Daily per capita availability of
pulses today remains below the
19505’ level, although it has been
Improving over the past 20 years.
This is a major nutritional concern
most Indian
from dal e el

08-11-2021
Dec Hrd Pg 06

35 lakh tonnes >

Per capita net availability per day (grams)

o Pulses

Not Growing Enough
Pulses Though

India is unable to grow enough pulses to

them in large quantities, although the
imports have dipped in recent years

Pulses: Net import (in 1,000 tonnes)

6,811
5951

2016 2017 2018 2019

Per capita net availability per day (grams)

2020

' Born After A Famine, India
A Foodgrain Exporter

While It Has A Surplus Of Rice And Wheat, The Country Needs
To Raise The Production Of Pulses, Writes Atul Thakur

At the time of Independence, just four years after the 1943 Bengal Famine had claimed millions
of lives, India was divided into two countries. The new India got 82% of the population

but only 75% of the cereal production of the undivided country. So, food security was a major
concern from the beginning, and the Foodgrains Policy Commission was created in 1947. Despite
the commission’s recommendations, foodgrain production plateaued by the late 1950s. The .
Green Revolution spurred it in the 1960s with high-yield varieties and a more scientific approach
to agriculture, and the Food Corporation of India stabilised agricultural prices with market
intervention and price support. Because of these steps, India is now a net exporter of foodgrains

Import-Dependent For 30 Years

In 1951, India’s net import of foodgrains was over 40 lakh tonnes, and right up to
the 1980s, despite the Green Revolution, it remained a net importer of food :

Now

Distribution A Bigger
Concern Now

Today, India’s surplus rice, wheat, etc
earn foreign exchange but, ironically,
millions of Indians are hungry and
malnourished. Experts say a more
efficient public distribution system
could address this issue

Rice: Net export (in 1,000 tonnes)

12581 907
10,043

2016 2017 2018 2019 2020

meet its domestic demand and still imports

Wheat: Net export (in 1,000 tonnes)

98 247 206

-1693

-5134
2016 2017 2018 2019 2020

021
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Foodgrain total
Net export (in 1,000 tonnes)
11175
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