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T
hiselectionseasonhasseen
politicalpartiestakeinteresting
positionsthroughtheir
promises,oneofthemorenovel

onesbeingthepromiseofanIndian
PremierLeagueteamforMadhya
Pradesh.However,onceyoulookbeyond
thenovelty,thepromiseofsubstantial
riseintheminimumsupportprice(MSP)
standsout,particularlywhenseen
againsttheextensionofthefreefood
grainprogrammebyfiveyears.

ThehikesinwheatandpaddyMSPin
thekeystatesthatcontributea
significantamounttothecentralpool
wouldmeantheCentremightfindit
difficultnottoreplicatethesame
increasesnationally.MSPsare
announcedfortheentirecountry,
andstatescanonlygiveabonuson
topofthem.

But,ensuringcentral
procurementofsurplusgrains
purchasedbyannouncinghefty
bonusesovertheMSPistricky.

TheNationalDemocratic
Alliance(NDA)governmentat
theCentre,eversinceitcameto
powerin2014,hasbeenwaryof
buyingwheatandricefrom
statesthatdeclarebonuses
overMSPoverandabovewhat
isrequiredformeetingtheir
publicdistributionsystem
(PDS)needs.

Ithadevenissuedanorder
desistingstatesfromdoingso.

Notonlythat,the
CommissionforAgriculture
CostsandPrices(CACP),inseveral
ofitsreportshadadvocatedlimiting
paddyprocurementfromstatesthat
announcebonusesoverMSPorlevy
additionalcessandsurcharges.CACP
isthemainbodythatfixesMSPsfor
morethan20cropseveryyear.

“ArbitraryhikesinMSPcouldhavea
negativeimpactonthefiscaldeficitboth
forthestatesaswellasthecentral
government.Theannouncements
grosslyunderminetheroleofbodieslike
theCACP,whichdoelaborate
calculationstoarriveattheMSP.Agreed,
fromthefarmer’spointofview,theMSP
hikesmightbegood,asatthestatelevel
theproductioncostisdifferentfor
differentstates,butithampers
diversification,”SMahendraDev,former
CACPchairmanandformerdirector
ofMumbai-basedIndiraGandhi
InstituteofDevelopmentResearch,
toldBusinessStandard.

TheCentreprohibitsstatesfromnot
arbitrarilydeclaringbonusoverMSPs,as
itinvariablyleadstoexcessprocurement
andproduction.

Centralagenci-
esaresaddledwithstocks
farinexcessofwhatisrequiredfor
PDSoperations.

This,inturn,leadstoaspikeinthe
storageandtransportationofgrains,
furtherburdeningthenational
exchequer.

Ifpoll-boundstateshavetofallinline
withtheMSPsdeclaredbyparties,they
willhavetodosoinviolationofthe
centralorderorbearthefullexpenseof
thesurplusprocuredatrateshigherthan
MSP.Else,theraisedMSPsannounced
willhavetobeimplementednationally
bythecentralgovernment.

“Fromthefarmers’pointofview,we
notonlywantahigherMSPbutalsoalaw
madenationallythatprohibitsany
purchaseoffarmgoodseitherbyprivate

playersorgovern-
mentagenciesbelow

theMSP.Justannouncing
MSPsisnotenoughandthis(the

law)wasoneofmaindemandsofthe
agitatingfarmersagainstthenow
repealedthreefarmActs,”saidfarmer
leaderAbhimanyuKohar,aleadingvoice
oftheSanyuktKisanMorcha(SKM).

Minimumtomaximum
Forthe2024-25season,theMSPfor
wheatjustannouncedis~2,275per
quintal.TheMSPforwheatannounced
bytheBharatiyaJanataParty(BJP)inits
manifesto,at~,700perquintal,is18.68
percenthigher.TheCongressmanifesto
promisesMSPforwheatthatis14.29per
centmorethanthecurrentone.

Forpaddy,thepromisesaremore
ambitious.ThecurrentMSPofcommon-
gradepaddyis~2,183perquintal.The

MSPannouncedbytheBJPfor
Chhattisgarhisnearly42percenthigher,
andthatbytheCongressisnearly46.59
percentmorethantheprevailingMSP.

ForneighbouringMadhyaPradesh,
thehikesproposedbytheBJPand
Congressforpaddyare42and14.52per
centmorethanthecurrent
figure.TheMadhyaPradesh
Congressmanifestosaysthat
onceinpoweritwillnotbuyat
priceslessthanwhathasbeen
mentionedinthedocument,
thoughitdoesnotsaywhether
therateswillbeMSPornot.

InRajasthan,thethird
poll-boundstate,bothparties
areyettoannouncetheir
manifestos,buttheymight
notbeabletobuckthetrend.In
Telangana,amajorpaddyproducer,
theCongresshasannounceda~500per
quintalbonusovertheMSP,whilethe
rulingBharatRashtraSamithihasalso
promisedbenefits.TheBJPisyetto
releaseitsmanifestoforthestate.

Ifthegovernmentwantstoreachthe
targetedMSPinthefirstyearitself,there
willbeasignificantdrainonthenational
exchequerintermsofrisingeconomic
costs.Theinflationaryimpactofthat
couldbeimmenseforcropslikepaddy,
andhurtIndia’sexportcompetitiveness,

eveniffullexports
wereallowed.

Sometraderssayifpaddy
pricesarearound~32-31akg,
itwouldmeanthatricewon’t
sellmuchbelow~50inthe
domesticmarkets.

Theproblemonthe
procurementfrontisworse.

SukhpalSingh,professor
atIndianInstituteofManage-
ment(IIM)Ahmedabadand

formerchairpersonofitsCentrefor
ManagementinAgriculture,saidthetall
promisesacknowledgethatMSPsneed
toalignwiththeC2+50percentnorm,
aslaiddownbytheSwaminathan
Commission,asagainsttheA2+FL
costmatrixcurrentlypractised.

“IfyouseetheMSPspromised,they
areclosetotheC2+FLcostofproduction,
whichDrSwaminathanadvocated.
So,maybethegovernmentsarenow
veeringtowardsthefactthattheyneed
togiveanMSPequaltoorslightly
higherthantheC2+FLcost,”Singh
toldBusinessStandard.

However,hequestionedwhether
statescangiveMSPsindependentof
concurrencebytheCentre.

Procurementconundrum
Inthelastthreemarketingseasons,India
procuredmorethan60milliontonnesof
riceandaround40milliontonnesof
wheat,againstanannualrequirementof
55to60milliontonnesofbothwheatand
riceforoperatingtheNationalFood
SecurityAct.Itwasonlyinthe2022-23
marketingseasonthattheprocurement
droppedto75.27milliontonnesofboth
grains,mainlyduetoadipinwheat
procurement.

Themarketingseasonforpaddyruns
fromOctobertoSeptemberandfor
wheatfromApriltoMarch.The
distributionisdoneallthroughthe
financialyear.

Suchhighlevelsofprocurementat
highpricespushuptheeconomiccosts,
leadingtoanincreaseinthesubsidybur-
denforthegovernment.Theeconomic
costisthecombinationoftheprocure-
mentprice,storageandotherinciden-
tals,andtheexpensesondistribution.

CACP,inoneofitslatestpricepolicy
reports,saidtheeconomiccostofrice
andwheatis25to30percentmorethan
MSP,andexcessstockscauseeconomic
lossesandconstraintsonstorage
facilities.TheCommissionalsosaidthe
open-endedprocurementpolicyhadled
toover-exploitationofgroundwaterand
distortedcroppatterns.Inanother
report,CACPsaidassuredprocurement
ofriceandwheathadledtotheveryhigh
shareofpaddyandwheatinthetotal
croppedareainPunjabandHaryana,
coincidingwithadeclineinthesharesof
pulses,oilseeds,maizeandbajra.

“Oneofthemajorcausesforthe
declineingroundwaterlevelsisthe
introductionofwater-intensivecrops
suchaspaddyandsugarcaneinto
croppingpatternsincertainareasofthe
country,”thecommissionsaid.

SinghofIIMAhmedabadsaid
diversificationrequiresnotjustahigh
MSPannouncementoritspromisebut
alsoprocurementatsuchMSPs.

“Ifthegovernmentseriouslywants
farmerstodiversifyfromwheatandrice
tooilseedsandpulses,itshould
announcesimilarlyhighMSPsforthem
andalsoprocurethesecropsasdonein
caseofwheatandrice,”hesaid.

Onlythencouldminimumprices
createmaximumimpact.

MAXIMISING
THE MINIMUM

STRAW IN THE WIND
All-Indiaprocurementofrice,wheatandcoarse
grainsonamarketingyearbasis

MSPs/bonus/minimum sale promised by
parties in poll-bound states

(Inmillion tonnes)

(in~/quintal)

*Till October 31, 2023; Note: The marketing year for wheat runs from April to March and that of paddy runs from
October to September Source: Food ministry
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State Crop BJP Congress Actual MSP*

MadhyaPradesh Wheat** 2,700 2,600 2,275

MadhyaPradesh Paddy** 3,100 2,500 2,183

Chhattisgarh Paddy 3,100 3,200 2,183

Telangana Paddy NA 2,683*** 2,183

Rajasthan NA NA NA NA

*For wheat, the actual MSP is for 2024-25 marketing year (Apr-Mar); for paddy, it is for 2023-24 marketing year (Oct-
Sep); the paddy MSP is for common grade paddy
**In MP, the Congress manifesto does not talk about MSP or bonus, but it says that crops won't be purchased at rates
below what have been mentioned
***InTelangana, theCongresshasn'tannouncedanMSPbutpromisedabonusof~500perquintalover theprevailingMSP
Note: States don’t announce MSP but can give bonus over them. Manifestos awaited in Rajasthan
Source: Manifestos and news reports

Inthefirstofatwo-partseries,welook
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