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Overview   

 
The aim of the study material and training programme on General Awareness about 

Indian agriculture & FCI is to make awareness of the Management Trainees and existing 

managers. This book contained in six chapters- agriculture development, food policy of Govt. 

of India, Food Security, role and functions of CACP and role of FCI in managing the food 

economy in India. 

            FCI was established in 1965 under Food Corporation Act to function as a major 

instrument of Govt. food policy. The Corporation has been undertaking purchase, storage, 

movement, transport and distribution and sale of food grains and other food stuffs at the 

national level. 

         The first chapter discusses development in political economy going at least as far back 

as Adam Smith (1776). It has been frequently restated during the past two centuries. In this 

section we mostly discuss the development of agriculture in Indian economy, foreign trade 

and source of savings in the economy. 

         The second chapter deals in Agricultural progress are normally a prerequisite of 

economic development. Contribution to the national income is significantly large and these 

sectors provide the major source of livelihood and play an important role in national income. 

It explains the accelerated growth in agricultural production. It has been one of the principal 

aims of the Govt. of India. It should be interesting to review the growth in agricultural 

production in the Indian economy during the planning era. The growth in agricultural 

production can be studied by reviewing the growth in production of agricultural crops. 

        Third chapter explains the Food policy.  It is very difficult to formulate a stable food 

policy that can sustain and satisfy the masses for a long period of time. In this regard, the 

Government of India has taken many steps from time to time by introducing various food 

policies for assuring food security among the general masses. These policies have been 

generated mixed response from the academic community. 

          Fourth chapter deals in Food Security: “Ensuring that all people at all times have both 

physical and economic access to the basic food that they need” Food Security is defined as a 

situation where everyone has access at all times to the food needed for an active and healthy 

life. The majority of the world’s poor live in rural areas. They depend on agriculture. Food 

security mainly focuses on such society.  

             Commission for Agricultural Costs and Prices (CACP) is explained in chapter fifth.  

It was established in the year 1965 as Agricultural Prices Commission and renamed to 

Commission for Agricultural Costs and Prices in the year 1985. It was established to 

recommend Minimum Support Prices (MSPs) of agricultural produces and to motivate 

cultivators and farmers to adopt advanced and latest technology in order to get optimum 

utilization of resources and increase productivity. 

Last chapter explains the role of FCI in managing the food economy in the country. 

The vital role of agriculture arises out of the position the agrarian sector occupies in the 

overall economy and FCI plays a vital role in managing the food economy. 
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         This study material is presented by step by step format. The study material also contains 

tabular presentations simplifying the concepts. It is hoped that this training material will help 

the readers in near future and enrich their knowledge about General Awareness about Indian 

agriculture & FCI. 

 

*** 
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Chapter 1 

AGRICULTURAL DEVELOPMENT- A prelude to 

industrialization 
 

 

 

 

 

 

 

 

 

 

 

 

A Prelude to Industrialisation 

Agricultural progress is normally regarded as a prerequisite of economic development/ 

It is true that the economic development in the modern times has come to be associated 

with industrialization; nevertheless, it is generally accepted that industrialization can 

follow only on the sound heels of agriculture. Or, to turn the metaphor. agriculture is the 

foundation on which the entire superstructure of the growth of industrial and other 

sectors of the economy has to stand. This theory is one of the early insights of classical 

political economy going at least as far back as Adam Smith (1776) it has been frequently 

restated during the past two centuries. Most transparently by Arthur Lewis in his 

celebrated January lecture on the evolution of the international economic order. 

 

Contribution of Agriculture to Economic Growth: 

Kuznets identifies four possible types of contribution that the agricultural sector is 

capable of making to overall economic development. These are (i) product contribution, i.e., making 

available food and raw material, (ii) market contribution, i.e., providing the market for producer goods 

and consumer goods produced in the non-agricultural sector, (iii) factor contribution, i.e., making 

available labour and capital to the non-agricultural sector, and (iv) foreign exchange contribution. 

 

 

ROLE OF AGRICULTURE IN THE INDIAN ECONOMY: 

Indian economy is one of the world's oldest agrarian economies. Our ancestors were 

growing rice and sugarcane at a time when the Europeans were hunting boars and 

Learning objectives :- 

The learning objective of this chapter is to make the reader understand the development of 

agriculture in Indian economy, which include the following:- 

 Role of agriculture in national economy  

 Contribution to national income 

 Role of agriculture in foreign trade 

 Interdependence between agriculture and industry 

 Component of agriculture growth 
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huddling around peat. In the present India, the vital role of agriculture arises out of the 

position the agrarian sector occupies in the overall economy of the country. Agriculture 

is a large sector of the economic activity and has a crucial role to play in the country's 

economic development by providing food and raw materials, employment to a very large 

proportion of population capital for its own development and surpluses for national economic 

development. 

  

 Contribution to National Income:  

Agricultural sector contributes a significantly large share to the national income of 

India Distribution of national income by industrial origin for the period 1950-51 to 1979-

80 shows that the share of various agricultural commodities, animal husbandry and ancillary 

activities has always been mom than 40 per cent. As a matter of fact, during the fifties it 

contributed around half of the national output. In the sixties and the seventies its 

contribution, though it did show a fall, was more than 44 per cent. During the eighties and 

nineties, a further fall in this proportion took place. During 2002-03 it stood at about 25 per 

cent. 

 

This trend of the declining share of agriculture
 

in the national income is broadly in 

consonance with the conclusions derived by the development economists; what is, however, 

amazing is the fact that the rate of change has been rather slow. 
 

 Major Source of Livelihood:  

Agriculture has been and is a major source of livelihood in India over the years 

1921-2001, the size of labour force dependent on agriculture had more than doubled and 

over the next decade is projected to go up by more than 25 per cent. The sector, as we 

already know, is plagued by such evils as underemployment, disguised unemployment, and 

low productivity employment. The increasing labour force in agriculture would only add 

further to the already' low productivity and disguised unemployment, unless steps are taken 

to raise the level of productivity and create alternative employment opportunities. The sector, 

thus, presents challenging opportunities for the farmers in India. 
 

 Role in Foreign Trade: 

Indian agriculture plays an important role in the country's international trade. The main 

agricultural commodities which are exported are tea, oilcakes, fruit; and vegetables, spices, 

tobacco, cotton, coffee, cocoa, sugar and sugar product hides and skins, raw wool and other 

varieties of animal hair and vegetable oils, Cotton and jute textiles, which are important export 

commodities, also depend for their raw materials on agriculture. Iimportant items of import 

have been rubber, wool, vegetable oils and fats, and agricultural machinery and implements. 

The agricultural sector is a net earner of foreign exchange which is needed for capital and 

maintenance imports required in the non-agricultural sector. 
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 Role in National Economy: 

Fluctuations in agricultural output levels play a key role in the state of the national 

economy. Rural consumption of industrial goods is nearly three times that of urban 

consumption. According to a recent NCAER survey, for several consumer durables the rural 

market is growing much faster than the urban market. As a matter of fact, the current spurt in 

rural consumption of durable goods has led to a redefinition of consumer demographics itself. 

Obviously, there is a direct relationship between agricultural production and income and 

demand for industrial goods. These are known as demand linkages among the two sectors. 

 

Similarly, performance in agriculture also influences total demand via Government 

savings and public investment. For example a rise in agricultural production results in 

increased government savings both as a result of the buoyancy of government revenues and 

reduction in expenditures like drought relief which might otherwise become necessary. 
 

 Primary Source of Saving in the Economy: 

         Since agriculture is the largest source of national income, this sector also is the 

primary source of savings, hence capital formation for the economy (These are known as 

savings and investment linkages) the pace of development is largely conditioned by the rate 

of capital formation in the economy. Since Independence, large investment, both public and 

private, has been made in agriculture areas where agricultural practices are traditional, 

investment has also been on traditional lines like land and its improvements, tools and 

implements, farm structures, livestock, cans, etc. But the pattern of investment in 

progressive areas, where modem technology has been adopted, has been predominantly in 

irrigation, land improvements, farm machinery, storage godowns and other infrastructure 

poth variable and fixed capitals in the latter areas are, therefore, of a different order in 

variety as well as in quantum — since substantial amounts of capital are required for the 

various infrastructures and inputs to stimulate growth.
 

 

 

INTERDEPENDENCE BETWEEN AGRICULTURE AND INDUSTRY: 
 

During the process of development, interdependence between agriculture and 

industry has become stronger through the production linkages, demand linkages and savings 

and investment linkages. 
 

 Production Linkages: 

         Production linkages arise from the interdependence of agriculture and industry for 

productive inputs, supply of agricultural materials such as cotton, jute, sugarcane, etc. to 

ages-based industries and supply of fertilizer, machinery and electricity by industry to 

agriculture.  

         It is estimated that for every one per cent hike in agricultural growth, industrial growth 

increases   by about a third of one per cent that year as well as the next.  Over the last five 

decades, these linkages have got further strengthened with agriculture's dependence on 
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industry increasing at a faster rate than the dependence of industry on agriculture, 

reflecting the fast-moving modernization of the agricultural sector. 

 

 Demand Linkages: 

       There is a strong demand linkages between the two sectors. The impact of urban 

income and industrialization on the demand for food and agricultural raw materials is 

generally recognized. 

 

 Investment Linkages: 

        Equally significant is the impact of rural income on industrial consumption goods, 

i.e. clothing, footwear, sugar, edible oils, TV sets, washing machines, refrigerators, 

motor-bikes, etc. A recent study concludes: "Rural bazaar out-buys urban market." 

 

 

 

 

 

 

 

 

 
 

 

*********************************************************************** 

 

 

 

 

 

 

 

  

Learning outcome  

 

Agriculture has played an important role in development of Indian economy. 

Agricultural growth contributes in the overall growth of the national economy.  

 

In the present day India, the vital role of agriculture arises out of position the agrarian 

sector occupies in the overall economy of the country. Agricultural sector contributes a 

significantly large share to the national income of India. Indian agriculture plays vital role in 

international trade as well. The main agricultural commodities which are exported are tea, 

oil, cakes, fruits, vegetables, spices, tobacco, cotton, cocoa, sugar, sugar products, raw wool. 

During the process of development, interdependence between agriculture and industry has 

become stronger through the production linkages, demand linkages and savings and 

investment linkages. 
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Chapter 2 

 

AGRICULTURAL DEVELOPMENT IN INDIA 
 

 

 

 

 

 

 

 

 

 

 

 

Accelerated growth in agricultural production has been one of the principal aims of the 

Government from the beginning of the FYP-1. A matter of fact in as early as 1948 it was 

reiterated by the Government that "everything else can wait but not agriculture. “In this 

backdrop, it would be interesting to review the growth in agricultural production in the 

Indian economy during the planning era. 

         The growth in agricultural production can be studied by reviewing the growth M 

production of agricultural crops, which can further be attributed to two factors; (I) increase 

in the area under cultivation, and (ii) increase in the yield per hectare. Comparable data on 

agricultural production, area and productivity are available both in absolute figures and in 

the form of index numbers compiled by the Government of India. We shall make use of 

these data to portray the growth of agricultural production during the last four and a-half 

decades of economic planning in India. 

Production of Agricultural Crops :  

The various agricultural crops can be divided into two groups, viz., (i) food grains 

and (ii) non-food grains. Food grains include both (a) cereals like rice, wheat, jowar, maize, 

bajra, etc., and pulses. Non -food grains include cash crops like oilseeds, sugarcane, cotton, 

jute, etc. The production of food grains has increased from 54.92 million tonnes in 1950-51 

(agricultural year in India is from July to June) to an estimated 204 million tonnes in 2004-

05. i.. during the last one decade the production of food grains in India has multiplied by 

Learning objectives  
 

The learning objective of this chapter is to make the reader aware of the agricultural 

development in India after post-independence. It includes the followings:  

 

 Production of agricultural crops  

 Area under cultivation  

 Productivity in Indian agriculture 

 Comparison with the pre planning period 

 Comparison with other countries 

 Comparison with need & potential 

 Agricultural reforms 
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more than three times
.
 The country has emerged a major exporter of food grains, a far cry 

from the days of PL 480 (early sixties) when it used to live from ship to mouth. 

 

       The increase in production, however, has been limited to cereals alone. The production 

of pulses has   been almost stagnant between 11 to 14 million tonnes. Among the non-food 

grain crops, production of sugarcane and cotton has shown rising trends, whereas oilseeds 

(except for some recent break through and jute have been slow to pick up. The rate of 

growth of food grain crops lagged behind that of the non-food grain crops during the first 

fifteen years of economic planning, but subsequently overtook the latter as would be seen 

from Table 13.1 
 

Table 13.1: All India Compound Rates of Growth of Agricultural Production 

(Percentage) 

 1952-65 1967-03 

Foodgrains 2.52 2.57 

Non-foodgrains 3.87 2.47 

All Crops 2.90 2.55 

                      Source: Computed from Economic Survey (Annual numbers) 

 

COMPONENTS OF AGRICULTURE GROWTH: 

          An increase in agricultural production can result from an increase in area under 

cultivation (horizontal expansion) and/or from an increase in the productivity (vertical 

expansion). Productivity has two aspects to it, viz., land productivity and labour productivity. 

Let us study how these two variables have behaved during the last four and a half decades. 

 

 Area under Cultivation: 

The area under cultivation can be increased either through adoption of such practices as 

double cropping and multiple cropping or by the reclamation of uncultivated or waterlogged 

and waste lands. Some concerted efforts have been made during the Five-year plans to 

increase the area of cultivable land as would be seen from the fact that the index number of the 

area under cultivation went up from 76.1 in 1950-51 (Base: Triennium ending 1981-82 = 100) 

to 103.4 in 1985-86 and 102.3 in 2002-03. The entire period, however, can be divided into 

sub-periods, vie. (a) 1950-51 to 1966-67 and (b) 1967-68 onwards.) 

 First Sub-period:  

    It was possible to make a substantial addition the land area under cultivation. The index 

number of area under agricultural crops went up from 76.1 in 1950-51 to 93.5 in 1965-66 

(Triennium ending 1981-82 = 100). On an average, during this sub-period the area under crops 

has increased at an annual average rate of 1.31 per cent, as can be seen from Table 13.2 below: 
 

Table 13.2: All India Compound Rates of Growth of Area under Crops (%) 

 1952-65 1967-05 

Food grains 1.07 0.34 

Non-food grains 2.31 0.96 

All Crops 1.31 0.51 

                                 Source: Economic Survey 
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 It would further be seen that the increased area was claimed both by food grain and non-

food grain crops, although the rate of growth of the area under non-food grain crops was 

higher. The increase in area under crops was made possible by the fact that large land 

reclamation and soil conservation programmes were initiated during the earlier plans. The 

availability of unutilized cultivable land made these efforts partially a success. Moreover, the 

introduction and expansion of irrigation facilities made it possible in the initial stages to 

introduce double and multiple cropping. 

 

 Post-HYV Period;  

  This period is marked by efforts to increase the productivity of land by intensifying the 

use of improved inputs like seeds, fertilizers, pesticides, irrigation facilities, etc. Although 

land reclamation continued to figure in the plan programmes horizontal expansion never got 

priority over vertical expansion. Population pressure on land is reducing flexibility for 

horizontal expansion. Little wonder that during the course of the last three decades, the area 

under cultivation has increased hardly by about 8 per cent. 

 

  It may be observed that there is hardly any further scope for increasing the area under 

cultivation. Out of a total and are of 304.2 million hectares about 170.0 million hectares is 

under cultivation, in other words, about 56 per cent of the land area is under cultivation. This 

compares very favourably with the world average of 32 per cent; in the USA similar 

proportion is 40 per cent and in Brazil only 10 per cent. Undoubtedly, India is better placed 

as compared to other countries; but our problem is of a different order conditioned as it is by 

rising population per capital availability of land in India is only 0.40 Hectare as compared to 

54.62 hectares in Australia, 42.85 hectares in Canada, 4.32 hectares in the U.S.A., etc. 

 

This is totally inadequate in relation to needs with no more scope for an increase in 

the cultivable land the only hope of India to meet its rising needs of agricultural products lies 

in raising the level of productivity.  

 

The year 1967-68 can be regarded as the benchmark year in the history of Indian 

agriculture. From this year onward efforts in the form of new agricultural strategy began to 

bear fruit the stagnating trend of agricultural productivity changed its course and the yield 

per hectare began to increase( During the period 1969-70 to 2002-03 agricultural 

productivity increased by about 90 per cent. This buoyancy has been shared by almost all the 

major crops. The most spectacular increase6owever, was recorded by food crops, specially 

wheat, its yield per hectare having more than doubled from 8.3 quintals in 1965-66 to 20.46 

quintals in 1985-86 and 27.70 quintals in 2004-05 (against the global norm of 60.00 

quintals). 

 
 

ASSESSMENT OF AGRICULTURAL DEVELOPMENT: 

Absolute measures of changes in agricultural production and productivity over a period of 

time do not help in getting a clear idea of the situation as it obtains. They throw no light 

either on the potentialities or limitations of the agricultural system as such to have a clear 
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view and complete picture it is necessary to evaluate our performance in terms of certain well 

defined criteria. A few of such criteria can be identified as follows: 

 

 Comparison with the Pre-planning period: 

The achievements of Indian agriculture during the planning period can be assessed by 

reference to the state of affairs as it’s obtained prior to 1951. 

Estimates of food grains production in the Indian Union from 1936-37 onwards have a 

firm basis. For the first 15 years, 1936-37 to 1951-52, food grains production declined at the 

rate of 0.68 per cent per annum but in 'the next 15 years. 1952-1966, it increased at an 

annual average rate of 2.52 per cent; during the period 1967-2003 the annual average rate 

of growth of food grains production was 2.57 percent. It can safely be asserted that 

agricultural production as revealed by the food grains production has shown a marked 

progress during the period of planning as compared to the pre-planning era when 

agriculture stagnated totally. 

 Comparison with other Countries at Corresponding level of 

Development:  

 
         In judging the performance of agriculture in the countries in the period  following 

their independence from colonial rule or domination, it would be relevant  to derive 

some idea regarding the time required to bring about a yield breakthrough from the 

early experience of the developed countries. 

 

             In the U.K., from the time the national yield dam first became available in  1884 

until the advent of World War II, the average rate of increase (in food grains yield) was only 

0.2 per cent per year.  

 

        For the United States, the annual compound rate of increase in the food grains yield per 

care was 0.3 percent between 1869-70 and 1901-05, nil between 1901-05 and 1939-40, 

1.5 per cent between 1939-40, and 1951-53 and a break through 014.8 per cent in the post 

war period of 1951-53 to 1961-63 Only in Japan was the growth rate consistently above 1 % pa 

during the corresponding first two periods  

        

 In India, on the contrary between 1951-52 and 1964-69 (i.e. immediately in the 

period follow independence from colonial rule or domination, the compound rate of growth of 

agricultural production was 2.52 per cent for food grains and 2.90 per cent for all crops.                 

Productivity growth rates were 1.60 percent for both/ is certainly a positive achievement seen 

in the light of our experience during the first fifty year preceding Independence and the 

experience of the other hitherto developing (now developed) countries during the period 

immediately following their independence colonial rule or domination. 

 

 

 Comparison with Other Countries during the Corresponding Period: 

        A third possible criterion to evaluate the performance of Indian agriculture is to 

compare it with the achievements of other countries. The world around us has changed at a 
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relentless pace. As a result, in relative terms, we are worse off today on many counts than we 

were at the dawn of independence Nevertheless, because of divergent conditions prevailing 

in other countries, the best yardstick that can be employed for this type of comparison is to 

make use of data relating to yield per hectare of major agricultural crops. 

      Some relevant data is given in Table 13.3 These data bring out that the yield per 

hectare of principal crops in India is very low as lost as 1/4 to 1/5 as co m p a r ed  t o  t h e  

y i e l d  i n  s o m e  o t h e r  co u n t r i e s .  

    In absolute terms lower yield per hectare implies lesser total output, sometime even 

with higher land area under cultivation; e.g., at the record harvest level of food grains 

reached so far the per capital availability for a population of about 900 million works out 

to only about 200 kg. Per annum with around 143 million hectares of land under agriculture 

whereas the per capita per annum availability in China for a population of about 1,000 

million is about 300 kg with less than 100 million hectares of land. This comparison 

implies that given suitable agricultural policies conductive to intensive cultivation, 

agricultural production can be increased substantially even without any increase in the area 

under cultivation. 

 Table 133: A comparative Picture: (kg/hectare) 

Source: CMIE 

 

 Comparison with the Targets: 

A comparison of the targets and the actual achievements during the different plans 

brings out the undeniable fact that our achievements fell short of targets postulated in the 

different plans. Our inability to reach the targeted level of growth has been explained in 

terms of inadequacy of technological progress and institutional change. 

 

 

 Comparison with the Needs: 

 

Crop Potential of  

India  

in HYV 

India's 

Yield 

World's largest 

producer 

World’s most 

productive 

(actual) Country-Yield  Country Yield 

Rice 4,000-5810 2607 China 5807 Australia 13 

Wheat 6000-6800 2397 China 3295 Ireland 7556 

Jowar 3000-4200 897 US 3704 Italy 5949 

Maize 6000-8000 1637 US 4505 Netherlands 25000 
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A further comparison that helps to bring out the inadequacies of our agricultural 

situation is between our achievements and our needs. Given that India's population has 

increased at an annual average rate of about 2% over the period 1951-2003, and further 

that the per capital income has also increased by about 2% per annum and that the 

income elasticity of demand for food grains is estimated at 0.5, total demand for food 

grains has been increasing at an annual average rate of about 3%. The rate of growth of 

food grains production has been substantially less than this. 

India has been one of those developing countries which have foot high food 

import bills simply to provide minimum level of subsistence to its people. Not only that, 

domestic production of commercial crops has never been sufficient to meet the domestic 

needs to keep the industries naming frequent resort to heavy imports of a number of 

agricultural commodities has been made. 

Table 13.4: Net Imports of Food grains 

Period (Annual Average) 

Million Tonnes 

`Seventies 2.14 

'Eighties 1.34 

'Nineties 0.70 

 

In future also, with the GDP projected to the growing at 8 per cent per annum, as the 

demand for food grains is likely to rise faster than before, a more effective use of imports 

may be required to meet the occasional mismatch between the supply and demand for 

foodgrains. 

 
 

 Comparison with Potentials: 

      With too much sun light year a round, India can grow at least two crops in a  year with 

low technology, and three to four crops with higher investment and better technology. The 

available evidence shows that crop production, given the available technology, is far below 

the optimum. There is still a lot of scope for increasing production by following multiple 

cropping and through proper use of improved agricultural technology. There is a wide gap 

between the average yields obtained under national demonstration projects and the existing 

crop yields obtained under identical conditions in various states. 

 

 Regional Imbalances: 

          A disquieting feature of development has been the regional imbalances   growth of 

agricultural production only a few States such as Punjab, Haryana, Western U.P., Andhra 

Pradesh and Tamil Nadu, which have better irrigation facilities, reaped the maximum 

benefits of the new farm technology. The States of the eastern and north-eastern regions have 

lagged behind most other States in this respect. 
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• 

To sum up, agriculture certainly has shown a remarkable progress. Burn view of 

annual growth of population at about 2.0 per cent, the balance between food and population 

has often become precarious. 

 

 

PRODUCTIVITY IN INDIAN AGRICULTURE 

        We have reviewed above the trends in agricultural production in India since 

independence. One unmistakable conclusion that emerges is that the productivity of 

agriculture is relatively low in India compared to other countries with comparable Natural 

environment, notwithstanding marked improvements that have taken place during the last two 

decades or so. The various factors that are responsible for low productivity in agriculture 

can be grouped as follows: 
 

 Demographic Factors 

The most important demographic factor responsible for low yield in agriculture 

is the increasing pressure of population on land with demographic growth rates being 

what they are an increasing addition to the labour force could be expected to be 

absorbed in the industrial sector of the economy. But the rate of growth in the industrial 

sector has been far from adequate. Consequently the increasing population has fallen 

back on land for its livelihood, with the result that this mounting pressure has bred a 

number of evils like fragmentation and subdivision of holdings; the supply of improved 

practices and services has always fallen short of requirements, it has created conditions 

of unemployment and disguised unemployment, etc. All these evil influences taken 

together have been responsible for low productivity in agriculture. 

 

 Technological Factors 

 
Keep pace with their increasing requirements in the year to come. The 

responsibility will lie with the industrial sector of the economy.  

Another related problem has been the slower diffusion of agricultural technology to 

the farmers. This has been due among the cultivator had been compelled for decades 

together to pull on with the traditional wooden plough and to depend upon monsoon 

for irrigating seedlings, plants etc. The seed supplied to him has been of his own 

making; no benefit of agricultural research and development programmes has ever been 

passed on to him. Little wonder, the cultivator has been treating agriculture as a mode 

of subsistence and paying little or no attention to improvement. The wide spread use 

of HYV seeds, chemical fertilizers, pesticides and insecticides, irrigation facilities. 

Extension services and better marketing arrangements have led to a considerable 

improvement in the agricultural situation during the last two decades. It is only to be 

expected that the supply of the inputs would other factors to the following: non-

acceptance of changes by the farmers due to high risk factor in farming; communication 

gap between the research scientists and field level workers; difference between the 

intellectual levels workers: difference between the intellectual levels of experts and field 

level of experts and field workers; lack of appreciation of socio-economic factors by the 

field level workers in different regions which results in the non-acceptance of improved 



16 
 

technology by the farmer; non-availability of required motivation and devoted field staff; 

farmers illiteracy, lack of co-operative spirit and high cost of promotional work, etc.  

        Mention may also be made of inadequate and poor post-harvest technology. It is 

estimated that about 30 percent of agricultural produce are spoiled or wasted in different 

stages of post harvesting process owing to faulty handling, transportation and processing 

technique. 

 

 Institutional Factors: 
  Among the more important causes responsible for low productivity in agriculture are 

the institutional and structural arrangement that exist in the agrarian economy India. One 

need to be reminded here that East Asia's success stems partly from the policies adopted and 

partly from the institutional mechanisms created to implement them. 

 

1.  The agrarian structure, as it obtained in the past in India, depended solely on the 

presence of a few big landlords and zamindars. These zamindars used to wield a 

considerable influence in their areas of control; the whole economic  and social life of 

rural India used to cluster around them. The actual cultivator, who more often 

than not used to be reduced to the status of a slave or serf, had no incentive for 

improvement and more production. In the immediate post-independence period, 

the zamindari system was abolished. The new system that has taken its place has 

proved no better. Absentee landlordism still prevails; large rents are still extracted; 

there is no security of tenure, etc. These are all manifestations of semifeudal 

production relations. Under these circumstances it is difficult to see any 

remarkable increase in agricultural productivity forthcoming.  

 

2. Not only agrarian structure is weak, it is also not supported by any sound 

infrastructure; for instance, the marketing system, in spite of large scale  

trading being carried out by the Government agencies like the Food 

corporation of India and the NAFED, continues to be faulty; the credit finance 

system, in spite of some good work done recently by the commercial banks, 

the regional rural banks and the NABARD, is inadequate. The growth of this 

supporting infrastructure can act as a complement to the improved agrarian 

structure. 

 

3. A third important institutional weakness of our agrarian system has been 

the inadequacy of agricultural support programmes. Agricultural products are 

perishable; moreover, the cultivator with a little or no holding capacity is 

compelled to dispose of his produce immediately after harvesting. Instances 

have not been lacking where bumper crops have spelled disaster for the 

farmer, because it led to a crash in prices. Under the circumstances, it could only 

act as a serious deterrent to an increase in agricultural productivity. 

 

4. Another important feature of Indian agriculture is that this sector is devoid of 

all entrepreneurship. All the developed nations have the enterprise system. 

Even Russia and China have successfully introduced competition in their  
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agricultural operations to bring about a greater level of efficiency. To augment 

agricultural production  it is necessary to reinforce agriculture with private business 

enterprises to achieve the desired results in production. 

 

5. Deficiency of investment in this sector is another problem gripping agriculture. 

The rate of capital formation in this sector has been falling. (The CSO consider 

only investment in reclamation of land, orchards, plantations, wells and other 

irrigation, agricultural implements, machinery, fatter houses and animal sheds as 

part of agriculture investment. Investment on the essential components of rural 

infrastructure electrification, development of roads, investment in storage and 

telecommunications are excluded.) 

 

Moreover, there is no common forum at the national level for this sector like the 

business chambers of commerce which represent industry. Such a lobby is necessary to mould 

the national policies for this vital sector. 

 

 Weaknesses in Policy Perceptions: 

 

             Recent research studies have drawn attention to this factor. Owing to a number of 

economic and    political compulsions, the Indian strategy for agricultural growth aimed at 

concentrating the resources and efforts on the relatively better endowed areas and strata of 

cultivators. As a result, higher yields have neither been widespread nor spectacular. A related 

aspect has been 'biases in trade and allied policies'. Indian agriculture has been grossly 

discriminated against, through a subtle but powerful instrument of trade policy. High protection 

accorded to industry
 
past the stage of infancy acted as a deterrent to Indian agriculture and 

prevented it from growing to its full potential. It created an environment where private sector 

investment automatically preferred industry over agriculture. 

           Further, the government also became directly involved in industrialization through its 

public sector enterprises. Private sector industries got liberal credit through several private 

and public financial institutions. Infrastructure in terms of roads, electricity, telecom 

facilities, railways, etc. had a strong bias in favour of industry and urban areas. In 

comparison agriculture and rural areas were neglected.  

 

 

MEASURES TO INCREASE AGRICULTURAL PRODUCTIVITY 
 

The next phase of development focusing on issues of poverty and unemployment will 

call for renewed efforts to propel agricultural production on to higher growth path. It 

must be recognized that while different sectors competing for scarce resource in an 

economy often lead to conflict interests and so it inevitably invites some degree of 

trade-off in policy making linkage of farm sector growth to other sectors is no strong 

that a higher agricultural production constitutes a necessary condition for the 

development of other sectors of the Indian economy. 
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 Institutional Reforms  

 

Institutional arrangements cover such measures as better agrarian relations 

introduced through land reforms, proper arrangement for adequate financing, and 

regulation of distribution of agricultural products etc. While policies for strengthening 

the institutional structure for development of agriculture have been adopted and are in 

place, the key to their success lies in effective implementation- a theme on which more 

concerted attention, than hitherto, deserves to be given.  

 

 Technological Improvements 
Technological improvements in agriculture can be classified into two broad 

kinds: (a) biological, and (b) mechanical. Biological innovations usually refer to factors 

that raise land productivity and are, therefore, generally land-saving. Better seeds and 

use of fertilizer in right doses at right time are useful instances. Mechanical 

innovations usually mean the use of more machinery like tractors, etc., that are 

generally
.
 Labour saving. 

It is now evident that India's research system is gearing up for the .technical 

challenges of the coming decade. Returns to research remain high. Resources need to be 

reallocated towards a wider range of commodities and issues (particularly land 

management, farming systems and agro forestry, among others). One of the most important 

needs is to open up the research systems to international exchanges and technologies and to 

encourage technology imports, particularly in basic science. Policy changes are also needed 

to encourage more private research. More attention must be paid to ensuring sustainable use 

of India's physical resources. Land issues (tenure status, land fragmentation) are constraining 

investment and innovation in eastern India, and steps should be taken to increase access to 

land, consolidate holdings and improve security of tenure. 

The Government has also to remove the constraints in the distribution of remotely 

sensed data so that farmers can access them easily and in time. It may be wiser to think of 

removing the restrictions imposed by the Government and ease the availability of maps and 

aerial photographs except in very ram cases where national security may be jeopardized. 

 A related aspect is that of capital investment in the agricultural sector. In this respect 

following two suggestions can be made: 

 

One, the need is for consolidation of rural banking, reducing interference, changes in 

interest rate to eliminate subsidies and make credit more viable and reduction in target 

lending. 

Two, there is a need to shift the focus away from the individual farmer to alternative 

sources of financing capital formation in agriculture. Two of these can be identified as 

follow: 

First, the alternative focus could be on backward integration from products 

that have a presence in the market. 

      Second. a possible focus could be on large infrastructure companies.  
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These alternatives open up the possibility of tapping private capital that is currently 

not in agriculture, even as they are not constrained by the relatively small size of Indian 

farms. This has taken the form of corporatisation 

 

 Improving the Returns of Farmers 

 

For this purpose, both price measures and not price methods need be followed.  Price 

measures would include raising procurement and support prices so as to improve 

agriculture's terms of trade. Further, in regard to the dry land and hilly areas, they can 

grow only one crop which is usually millets, like bajra, jowar, ragi, etc. along with 

barley, lentils, etc. These areas will never see the benefits of irrigation and therefore 

cannot use fertilizers and are neglected by Government planners who are over focused on 

wheat and rice for the ration shops. If the price of millets were subsidized at the cost of a 

small increase in the price of wheat and rice. Market forces would increase urban demand 

and generate an instant infusion of prosperity into the poorest districts. 

Among the non-price methods, more important are as follows: (i) To stabilize the 

returns from agriculture, especially in rain fed continuance scheme. (ii) To reduce the 

number of farmers per unit of output; this can be accomplished through an increase in 

non-farm economic activity in the rural areas (iii) To provide the fanners direct access to 

the market so that they can lay claim to a share of the traders' profit. (iv) To reduce costs; 

this may require growth and implementation of less expensive technologies especially in 

rain fed agriculture. (v) Industry-agriculture linkages should be promoted through 

contract farming. Such alliances would provide the farmer access to better inputs and 

technology and corporate sector would in turn get a steady supply of qualitative raw 

materials. 

One of the constraints on increasing productivity is the scale of production. This 

is particularly true of dry land regions where water retention technologies have to be 

implemented over an entire watershed. One of the steps suggested here could be pooling 

of resources, including land and capital. The pooling of land will create large farms which 

can benefit from economies of scale; the pooling of capital will make it possible to invest in 

items of advanced technology. 

This would further require that we should clean up all the mess that has been created 

in output and     input markets over the years. First a clean sweep is required in domestic 

output markets. All controls on free movement, stocking limits, futures trading, etc. must 

go. On the inputs side, may of the inputs (like irrigation, electricity, land, etc. in 

agriculture are of non-tradable nature, which need to be tackled through institutional reforms. 

Finally, farmers should be involved at different layers of developmental activity. In 

particular, their due representation in the decision making bodies of critical input supplying 

agencies/sectors such as irrigation ,electricity, seeds, committees, can be a catalyst 

towards better resource use efficiency and higher profitability in Indian agriculture. 
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Learning outcome 

The growth in agricultural production can be analysed by reviewing the growth in 

production of agricultural crops which are attributed to two factors- increase in area 

under cultivation and increase in yield per hectare. Assessment of agricultural 

development is done by doing the comparison with the pre planning period, comparison 

with other countries, comparison with need & potential. Low productivity in Indian 

agriculture can be attributed to various causes like demographic factors, technological 

factors and institutional factors. Agricultural reforms were done to remove the 

weaknesses in policy perceptions, measures were taken to increase. 
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Chapter 3 

                        FOOD POLICY OF GOVT OF INDIA 
 

 

 

 

 

 

 

 
 

Synopsis: 

The Food Policy in India began to evolve after the Bengal Famine in 1943. India had 

been importing rice from Burma which ceased with the outbreak of the World War-II and 

fall of Burma in April, 1942. This created an adverse impact on the overall supplies and price 

situation in the country particularly in the eastern States of India mainly Bengal. The Aman 

Crop was ruined due to severe cyclone and torrential rains in Bengal in October 1942. Than 

the need for central direction and control over food grains arose and were progressively 

applied. 

In order to tackle the food problem on All-India basis efficiently and scientifically, 

the Department of Food under Ministry of Agriculture was created in December 1942 with 

the prime objective to administer control over prices, supply and distribution of food grains 

as also procurement and purchase for internal requirements including the Army demands. 

Before the creation of the Department of Food, The Wheat Price Control Order, 1941, The 

Wheat Control Order, 1942 and The Food grains Control Order, 1942 were issued exercising 

control over the prices, movement of wheat within the country and distribution of food 

grains. Since then, the Food grains Policy has undergone various changes from time to time in 

regard to procurement, movement, distribution, price support, price stabilization and price 

control. 

 

 

Learning objectives 

 

The learning objective of this chapter is to make the reader aware of the Food grain 

policy of Govt. of India which include the following:- 

 Definition and objective of Food grains policy  

 Food grain policy committee 

 State trading in food grains 

 Buffer Stock 
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Food grains Policy Committee: 1943 

The committee was set up under the chairmanship of Sir Theodore Gregory, the then 

Economic Advisor to the Government of India. Based on the recommendations of the 

Committee a comprehensive and elaborate system of food controls and rationing was 

introduced in 1943. The system gradually developed to such an extent that it was later 

on described as complete system of food controls as in any western country. The main 

features of the food controls were: 

i) Statutory price control ;  

ii)  Controlled distribution through rationing on the basis of 'fare share' for all;  

iii) Basic Plan - consolidated control over movements of food grains from surplus to 

deficit areas; 

iv) Internal procurement and overseas imports of food grains;   

v) Central Plan of allocation and supply 

 

    The policy aimed at supply of minimum quantity of food at reasonable price 

particularly in deficit pockets in rural areas which were subsidised. The Policy had 

stood its test in tackling the difficult food situation in1946 and 1947, the year of turmoil 

and partition in the country. 
 

Food grains Policy Committee: 1947: 

In September 1947, the Government of India appointed the Second Food grains 

Policy Committee, under the Chairmanship of Sir Purshottam Dass Thakur advice on 

the measures to increase domestic production and procurement and the extent of imports 

The Committee made the following recommendations, by way of a new approach to 

food problem.                        

I. Phasing out of imports and rationing commitment 

II. Increase in internal production of food grainy 

III.    Building up of a reserve stock of food grains. 

In pursuance with the recommendations, the rationing was curtailed to reduce imports 

and fixation of prices was decentralised. This system was operative from December 1947 to 

September 1948 after which it reverted to full controls, as it was found ineffective. The 

Government of India announced a new food policy based on control over prices, procurement 

and distribution of principal food grains. 
 

 

Food grains Procurement Committee: 1950  

 
The Government of India, in pursuance of the recommendations of the All India Food 

Ministers' Conference held in 1949, appointed a Committee headed by Shri M. Thirumala 

Rao, MP to enquire into the system of procurement and distribution adopted in the States 

and recommended necessary changes and modifications in the existing system. 

The Committee broadly came to the conclusion: 
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 i) To establish a stable and reasonable price level for food grains, by means of 

control and ensure supplies to the consumer at that price - in a way of a controlled 

food    administration for procurement and distribution ; 

ii)   For distribution, the rationing in towns with population of and above 50,000, 

informal rationing in other towns and in villages to the extent necessary. 

 The Government of India adopted a via-media in food policy something between 

complete decontrol and complete control as suggested by Shri R. P. Naronha, a young 

member of the committee.  

 
High Production and Decontrol: 1951-54: 

In the conference of Chief Ministers of States held in August, 1950, the entire programme for 

increased food production was reviewed and the decisions taken were: - 

i)       Fulfilment of food self-sufficiency programme, 

ii) Food procurement and food production by organized system and efficient 

       Administration.                       

 

In May 1952, Ran Ahmed Kidwai as Food Minister intensified movement towards 

decontrol and succeeded in bringing out almost complete decontrol of food Grains in two years 

by allowing free market conditions to operate throughout the country. The relaxations in Food 

Controls were introduced systematically during 1953-54 and at the end of 1954, them was 

no rationing anywhere in the country. There was no expenditure on subsidy. 

  He repaired the harm done to the Indian Economy by the ill-timed decontrol
 
of 1947, 

which had resulted in soaring prices and had to be replaced by control again. There was a 

general decline in price levels. The country was nearer to self-sufficiency in food grains 

than ever before. 

  Though the general food supply position during 1954-55 was easy, taking into 

account the long-teen assessment of the country's food deficiency, Government of India 

explored the possibility of large scale import of food grains and signed Agreements 

in May 1956 with Burma for import of rice and in August 1956 with USA for 

imports of wheat and rice under P1.-480.) 

 

Essential Commodities Act: 1955 
In order to maintain or increase supply of any essential commodity or for 

securing their equitable distribution and availability at fair prices and regulate or  

prohibit the production, supply and distribution thereof and trade and commerce 

thereon, the Essential Commodities Act, 1955 was enacted which envisages:  

 

1. To control the market price of any essential commodity; 

2. To regulate by licenses the production of any essential commodity;  

3. To regulate by licenses storage, transport, distribution, disposal, 

acquisition,    use or consumption of any essential commodity; 

4 .  To regulate inter  or  int ra -State movement  of  food grains;  

5.  To prescribe conditions tinder which trading in food grains could be can-

red on and to take such other regulatory measures. 
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     The Act confers powers and imposes duties upon the Central Government or 

the State Government and direction to any State Government to exercise such powers 

and discharge such duties as may be considered necessary in the circumstances.  

 

 

Food grains Enquiry Committee: 1957 

The Committee was set up under the Chairmanship of Shri Ashok Mehta who 

recommended setting up: 

i) High-powered authority for formulation of the policies for price 

stabilization of food grains. This may be called Price  Stabilization Board. 

ii) Central Food Advisory Council: a body of non-officials to assist the Ministry 

of Food. 

iii) Food grains Stabilization Organization IPSO) under the Ministry of Food & 

Agriculture for purchase and sale of food grains. 

iv) An organization to collect all intelligence relevant to food grains price. Trends 

in investment, employment wages, wholesale prices and cost of living.                                                                              

 

           The most important aspect of the recommendations was buffer stock 

operations. As a measure for the price stability in the food grains the Committee  

emphasized on the social control over the wholesale trade in a progressive and  planned 

manner. The Committee felt that, as the increase in production would take some time, 

therefore recommended long-term import contract of food grains with surplus countries, 

which included PL-480. 

 
 

 State Trading in Food grains 1959 
    

Government of India, with a view to keep prices of food grains in the internal market under 

control and also to keep the expenditure on development projects within the reasonable 

limits, decided to take over the wholesale trade in food grains and introduced the State 

Trading Scheme in 1959. The wholesale traders and processing industries were licensed 

throughout the country: to order to control the market, the State Governments and the 

Government of India undertook extensive procurement of rice and paddy by mopping up 

market surplus.  

           The decision to take over the wholesale trade its food grains was accepted as a 

policy at the nearing of the State Food Ministers in December 1972 and after examining 

the various operational implications, the scheme for the takeover of wholesale trade in 

food grains was endorsed by the Chief Ministers in the conference in February 1973. The 

basic objectives of the Scheme were (a) effective public Control over the marketed surplus 

and availability of food grains (b) remunerative price to growers to provide incentive (c) 

assured availability to consumers. Particularly to vulnerable sections of the population at 

reasonable prices and (d) economy in costs in wholesale trading. 

The salient features of the Scheme were as under: 
 

1. Imposition of ban on private wholesale dealers in wheat all over the country; 
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2. Licensed retailer permitted to operate under appropriate conditions; 

3. Institution of single State wheat zone allowing inter-State      movement of wheat   

and wheat products only by Food Corporation of India and/or other public      

agencies; 

4. Food grains were procured by the FCI, State Co-operative Marketing Federations 

and State Departments of Food and Civil Supplies and taken in the Central Pool for 

release to the States to meet requirements; 

5. The procurement and issue prices of wheat issued from the Central Pool were 

uniform throughout the country; and 

6. Roller flour mills were allowed to do only custom milling. 

 

        The Selector of takeover could not succeed due to drought, low production and 

smaller carryover stock. However, the Government of India somewhat belatedly tried to 

overcome the twin problem of the rising food grains prices and resistance to procurement by 

means of imports of wheat to cater to the needs of Public Distribution System in a difficult 

situation.  

 

   Setting up of Food Corporation of India: 1965 

 
         The food policy in India took a significant turn with the setting up of Food Corporation 

of India in 1965 as an autonomous body in Public Sector in order to secure a strategic and 

commanding position in food grains trade and act as the main instrument of the national 

policy for price support operations, procurement, storage, inter-State movement and 

distribution operations, in short to operate the Central Pool. The main objectives and 

principals of the Corporation are: 

 

i)  To undertake the purchase, storage, movement and equitable distribution of 

food grains at a reasonable price; 

ii) To act as a support price organisation to ensure minimum price to the 

producers its order to protect their interest and equitable distribution of 

foodgrains at the rates notified by the Government ; 

iii) To issue food grains at subsidized rates to the vulnerable sections of the 

population for welfare schemes as per the directions of Government of India ; 

iv) To maintain equitable distribution of foodgrains at a reasonable price ;  

v) To build up sizeable buffer stock of wheat and rice from internal procurement 

and imports. 

    

  To fulfil the assigned objectives, the Food Corporation of India has been undertaking 

the procurement, purchase, storage, movement, distribution and sale of food grains and 

other foodstuffs at the national level - a gigantic task which, over the - years, has become 

possible through a network of operating points throughout the length and breadth of the 

country. 
 

   In order to protect the interest of both the producer and the consumer, the 

Corporation has been undertaking, price support operations in the interest of the 

producer and making available the food grains to the vulnerable sections of society 

throughout the country at a reasonably low price. The Corporation has progressed in 
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size, volume and magnitude of its operation in food grains and in   spite of many 

constraints and difficulties, it has attained the capacity for nationwide operations in 

food grains and reached the commanding heights in the trade as envisaged by the 

Government of India some years back. The Food Corporation of India faces increasing 

challenges in the management of food economy in future, which can be successfully met 

by increased efficiency and capability to deliver the goods in time throughout the length 

and breadth of the country. 
 

Food grains Policy Committee: 1966 

     The Government of India, in order to review the existing regulations and systems 

regarding the movement, procurement and distribution of food grains in the country and an 

equitable distribution of the food grains available within the country at reasonable prices, 

appointed a Committee under the chairmanship of Shri B. Venkatappiah to enquire into the 

matter and make recommendations. 

 

        The Committee recommended for a National Food Budget for supply and distribution 

of available food grains, procurement at reasonable prices, inter-State movement monopoly 

with Government, a well-spread Public Distribution System at reasonable prices and a buffer 

stock to cater for difficult years. In all these big endeavours, the Committee envisaged a vital 

role for the Food Corporation of India as an additional intermediary and the States 

should assist in fulfilling the objectives with which it was set-up. 

 

Buffer Stock: 

 
 The basic idea of a buffer stock is to maintain a quantity of food-grains to offsets 

(buffer) the production irregularities, by adding to private consumption availability i.e., 

drawing down public stocks) during shortages and withdrawing from consumption 

availability
.
 i.e. building up stocks during relative abundance. 

 

  In Indian condition where agricultural production is mostly dependent on monsoon, 

the need for such reserves was stressed by various Food Policy and Enquiry Committees 

which recommended that the Government should have adequate buffer stock reserves by 

mopping up the excess production of a good crop year or by setting aside a specified quantity 

out of imports every year, to be released during years of bad crop failures. 

Initially, such a buffer was created out of imported grains. It was in fact the record 

output of the foodgrains in 1967-68, which prompted the Government of India to decide the 

building up of a buffer stock with indigenous grains. 

The broad functions of a buffer stock are: 
 

1. To even out fluctuations in food supplies and prices: 

2. To curb speculative activities of private trade; 

3. To act as an instrument to ensure a reasonable price to the producers for continuing 

production ; 

4. To facilitate procurement by inducing the producers; 
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5. To create confidence among the people about Government's capacity in dealing 

with food situation. 

 

 Although buffer stock has to be distinct from 'operational stock which is needed to 

keep the Public Distribution System going and levelling out fluctuations of intra-seasonal 

prices, in actual practice, the stocks have to be operated jointly for
 
purposes Of turnover the 

grains. Needless to say that the two types of stocks must
 
be held by the same agency. 

 

        As a result of bumper procurement out of 1975-76 excellent crop, a sizeable buffer 

stock of 15 million tones was built up only in 1976 when the Government and FCI were 

almost caught unawares by the sudden unprecedented magnitude. Time bound construction 

of new godowns was undertaken with the assistance of the World Bank. CAP (Cover and 

Plinth) storage in the open even in Air Strips and hiring of additional private godowns. 

 

In December 1975, the Department of Food reconstituted the Working Group, which
-
 

undertook a detailed study of the various issues in the concept of a buffer stock and made the 

following recommendations: 
 

1. Building up of a minimum buffer stock of 12 million tonnes; 

2. Operational stock for the maintenance of the PDS — the size lobe estimated at the 

beginning of Rabi (la April) and Kharif (1
st
 November) Marketing Seasons and the 

beginning of each calendar quarter; 

3. The buffer stock comprising mainly wheat and rice in the ratio of 75:25. 

 

Under the new buffer stocking policy of Government of India, the total minimum stock to 

be maintained by public agencies are as follows: 

 

Buffer Norms (with effect from 01.07.2017) 
(Figure in Lakh MTs) 

As on Operational Stock Strategic Reserve Grand Total 

  
Rice Wheat Total Rice Wheat 

 

1st April 115.80 44.60 160.40 20.00 30.00 210.40 

1st July 115.40 245.80 361.20 20.00 30.00 411.20 

1st October 82.50 175.20 257.70 20.00 30.00 307.70 

1st January 56.10 108.00 164.10 20.00 30.00 214.10 

 

 

Objectives of Food Policy: 

   The food policy in India can be summarised to have the following main objectives: 
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1. To attain self-sufficiency in food grains production by giving a remunerative price to 

the producer through Price Support Scheme 

2. To arrange and equitable distribution of available foodgrains augmented by imports, if 

necessary, at  reasonable prices to the vulnerable sections of society throughout the 

year 

3. To maintain stability in food grains prices during the year and throughout the 

country' 

4. To maintain an adequate buffer stock of food grains to deal with fluctuations in  

production and to meet unforeseen exigencies and natural calamities. 
          

           The turning point for the Indian Agriculture came with the Green Revolution in the 

1960s, which brought about a tremendous growth in food grains production. Since then, the 

Country has moved from being food grains importer (under PL 480 -3 Programme) to an 

important exporter of rice and wheat in the recent years. However, the increase in food 

grains productions has not been without its share of problems.  
        

          The country's food policy since days of the Bengal famine shows that our policy 

makers have been availing of the suggestions made by Food Policy or Enquiry 

Committees, net up by the Government of India at suitable intervals. These Committees 

went into the prevailing situations, analysed the various aspects of our food problems and 

made suitable recommendations after taking all relevant factor in to account. Their 

recommendations contained a set of goals, instrument and policies to enable the Government 

of India to decide upon the most appropriate course of action. It may be useful to have 

another Committee at this stage to take fresh look at our food policy problems especially 

at a time when food grain production is at the highest level since independence and at the 

same time when starvation is rampant in many parts of the country and in the 

context of management of large volume of Buffer food grains at high carrying cost besides 

having a fool proof food security system in the country. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Learning outcome  

The government of India has taken many steps from time to time by introducing 

food policies for assuring food security among the general masses. The food policy in 

India has the main objective to attain self-sufficiency in food grains production by giving 

a remunerative price to the producer through price Support Scheme. The Food-grains 

policy has undergone various changes from time to time in regard to procurement, 

movement, distribution, price support and price control.  

Government of India, with a view to keep prices of food-grains in the internal 

market under control and also to keep the expenditure on development projects within 

the reasonable limits, decided to take over the wholesale trade in food-grains and 

introduced the State Trading Scheme in 1959. The basic idea of buffer stock is to 

maintain a quantity of food grains to offset (buffer) the production irregularities, by 

adding to private consumption availability (drawing down public stocks) during relative 

abundance. 
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Chapter 4 

FOOD SECURITY 

 

 

 

 

 

 

 
      Fifty-seven years after independence, and nearly four decades after the launch of the 

"Green revolution", India is home to one third of the world's nearly 860 million hungry 

people condemned to a life of starvation and despair. The majority of the world's poor live in 

rural areas. They depend on agriculture, either directly or indirectly, for their incomes and 

food security. The cause of hunger has caught the attention of intellectuals, social activities 

and even the judiciary, especially when the state is boasting of its granaries busting at the 

seams. The common refrain is that it is the mismatch between the purchasing power of the 

poor and not grain supply per or that is the cause of the widespread hunger. Even as a global 

fact about 800 million people one-sixth of the developing world's population do not have 

access to sufficient food to lead healthy, productive lives. Around 280 million of these food 

insecure people live in South Asia; 180 million in Sub Saharan Africa; and the rest in Latin 

America, Middle East, and North Africa. Although progress is being made in tackling food 

insecurity, it is slow 

 

        Ensuring food security involves adequate food production, storage, distribution and 

above all, capacity, particularly of the poor, in terms of money incomes to buy. The effort, 

therefore, has to be directed to create avenues of employment in the rural areas so that every 

village earns enough money to live a life of dignity, the most important component of which 

is the ability to purchase food for himself and his family. Food Security is defined as a 

situation where everyone has access, at all times, to the food needed for an active and 

healthy life. It therefore entails three basic issues, viz., availability, stability and 

accessibility. 

 

At the house hold level. Food security implies having physical and economic access 

to food that is adequate in terms of quantity, quality and safety. Poverty has been stressed to 

be the root cause of malnutrition leading to poor food security. Two identified possible 

routes for achieving food security are: 

I. To produce own food; and 

II. To access food through food trade. 

Learning objectives 
 

The learning objective of this chapter is to make the reader aware of the Food security 

which include the following:- 

 Need of food security and Definition of food security 

 Key features 

 Chapters and schedule of National food security Act, 2013 

 High level committee recommendations 
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 That means either create food production capability or else offer an opportunity for better 

income nod employment generation no that the poor can have access to food. As researchers 

and policymakers work to answer these questions, they have found that maintenance of food 

security system, for the most part, is to be  blamed. But management of food security is 

complex, and its solutions lie in its causes, which vary from locale to locale. Only after these 

causes are examined can solutions he developed. 

          
 

 Given the twin pressures of the burgeoning population and a limited natural resource 

base, food security is also inextricably linked to the environment.  Increasing food 

production and productivity is essential to achieving food security and the government's 

policies that promote this goal include the following: 

 

  Developing efficient and effective markets for agriculture input and output assuring 

access to land        and other productive resources by the poor.  

 Developing and maintaining appropriate infrastructure including transportation, 

storage, and marketing     infrastructure - particularly in rural areas; 

 Facilitating timely, reasonable priced access to require plant nutrients from both 

organic and inorganic sources and supporting an integrated nutrient management 

approach that seeks to both increase agricultural production and safeguard the 

environment for future generations; 

  Removing institutional barriers to the creation and expansion of small-scale rural 

credit and savings institutions and making them available to small farmers, traders, 

transporters, and processing enterprises; 

 Expanding public-sector research, using the most appropriate methods, including 

agro ecological methods, conventional research methods, and genetic engineering 

for the benefits of the poor and food insecure; and 

 Pursuing macroeconomic, trade, and sectorial policies that benefit low-income people's 

food security.. 

 Making more food available is a necessary but not sufficient condition for food 

security. Ensuring that people have access to that food is also vital. Policies to reduce 

child malnutrition and improve food security by improving access to food include the 

following: 

 Investing in improving women's education and status — an IFPRI study found that 

improvements in women's education and status together accounted for 55 percent of 

the total (reduction in child malnutrition in the developing world between 1970 and 

1995. 

 Fighting hidden hunger or micronutrient deficiencies by fortifying foods and offering 

vitamin supplements, encouraging diversified diets or healthier eating habits, and 

breeding nutrients into staple crops through conventional plant breeding or 

biotechnology; 

 Tackling urban food insecurity by improving urban livelihoods and employment 

among the    poor, supporting environmentally sound urban agriculture, promoting 

healthy physical environments and adequate caring and feeding. practices, and 

designing more participatory and urban programs and strategies; 
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  Effectively addressing health risks and diseases such as HIV/AIDS,          

tuberculosis, malaria, and obesity that compromise food and nutrition security. 

 Finally, improving policies and increasing investments for food and 9 agriculture 

are particularly important. 

 

               Our country consists of areas that are agriculturally developed and those that have 

lagged behind. In agriculturally developed areas, there is a situation of surplus and generally 

the infrastructure like roads, agricultural markets, distribution channels are well 

established. The problem in these areas is to ensure that the farmers get remunerative price 

for their surplus, the consumer gets the food at appropriate prices, and the distribution costs 

are kept as low as possible. In the deficit areas, there is greater incidence of poverty and the 

infrastructure of roads; agricultural markets, etc. are less developed. In these areas the poor 

fanners are compelled to sell their produce after harvesting, at remunerative prices and later 

buy the grain front the market at higher prices. 

 

    In India after Independence, a series of reforms have been introduced to achieve the 

goals of sound Food Security system. Some of these reforms include setting up of regulate 

agricultural markets, cooperative marketing societies and above, introducing State trading 

for which the Food Corporation of India (FCI) was set up. Marketing reforms have vastly 

changed the marketing scene for the better in India since Independence. However, there are 

still deficiencies, pre harvests or immediate post-harvest sales at low prices, little grading at 

the village level, tie-in-sales and high marketing margins. There can perhaps be attributed to 

inadequate infrastructure of transport, grading, storage facilities, marketing credit, market  

intelligence, etc. Deficiency perhaps also lay in putting greater emphasis on centralized 

wholesale markets rather on primary markets the capital intensity for these facilities is high 

and the chance of their percolating to small markets, small farmers and village petty traders 

whose services may be equally important as of wholesale buyers. It is obvious that since the 

issue of food security is a complex one and has inter-relationship with so many socio-

economic factors, however agricultural marketing has a prominent role in a Food Security 

system 

              Apart from undertaking and supporting schemes which will result in economic 

development adequate money incomes to the villagers, particularly the poor, they need to 

encourage food production, preventing pm-harvest and postharvest losses, checking losses in 

storage, taking steps to prevent distress sales of food specially by the poor, estimating the gap 

between demand and local production and ensuring that the deficit will he met through 

normal trading channels particularly the Public Distribution System (PDS). In our country we 

have a network of fair price shops under the PDS where the food grains and other essential 

commodities are available at the rates prescribed by the Government. The Panchayati Raj 

Institutions have an important role to perform in the efficient functioning of the PDS and 

overall food security mechanism. They have the authority to inspect and supervise and also to 

see that the items are available in the required quantity and that they satisfy the quality 

standards. In India, the PRIs can play a role complementary to that of the State trading 

organization i.e. the FCI. It being a national organization, it has necessarily to take macro — 

view of its objectives, strategies, activities, etc. The village and block level interests and 

concerns get overlooked. Its operations from a centre have to cover a large geographical 

area and it deals in items that have national importance. Although systems have been 
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developed to meet needs of every fair-price shop, cooperatives with due encouragement of 

panchayats they need to strive for setting up godowns for the storage of foodgrains. 

The panchayats have also to play an important role in procurement, storage and marketing 

of agricultural produce, particularly the foodgrains. The activities could include the 

following: 

 

(a) Development of rural periodic markets; 

(b) Introduction of grading at producers level; 

(c) Proper preparation of produce for market; 

(d) Construction of link roads; 

(e) Farm level storage ; 

(f) Farmer and consumer education; and 

(g) Marketing intelligence. 

 

           As already mentioned, an essential element of food security is employment of all able 

bodied persons in the villages capable of giving them sufficient incomes to acquire food and 

meet their other basic needs. During the last five years a frontal attack on poverty has been 

launched jointly by the Central and State Governments and the Central Government alone 

would have spent Rs.350 billion in the five years on poverty alleviation programmes in the 

rural areas. The State Governments have also contributed to these programmes. The result 

has been that the incidence of poverty has come down sharply and the objective is that within 

the next few years, poverty should have eradicated. While implementing the programmes of 

poverty alleviation, the attempt has been to ensure that not only employment is generated but 

durable assets are also created and the minimum needs of the rural people are met. These 

include provision of drinking water, housing for the poor, and construction of assets such as 

village roads, school buildings etc.  

 The extent depth of food Insecurity in the developing world at the turn of a new 

century and millennium remains unconscionable. It is atrocious that there are still over 1 

billion people living in poverty, half of them in conditions of extreme poverty, and an 

estimated 700 million who lack enough food to cat. During the next two decades, the 

world's population is projected to increase by 24 percent and to reach 7.5 billion in 2020. 

According to recent projections from the Food and Agriculture Organization of the 

United Nations (FAO), the World Food Summit goal of halving the number of food-

insecure people from 800 million in 1995 to 400 million by 2015 will not be achieved 

until 2030. Globalisation - whose key features include international trade liberalization, 

the opening up of economies in both developed and developing countries, and a freer 

flow of capital, labor, information and technology - is a major emerging phenomenon in 

the area of Food Security. It has considerable potential to significantly influence food 

security for better or worse, but its implications and consequences are not well known or 

understood. It is highly unlikely
,
 that the forces of globalisation can be turned hack. It is 

imperative that we identify the domestic policy changes required in developing and 

developed countries to minimize negative and maximize positive effects of 

globalisation on poor people in developing countries. In a global zing world. new and 

different groups of people may be vulnerable to food insecurity, but at the same time 

new and different instruments and opportunities for facilitating food security may 
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become available. The challenge is to proactively guide globalisation so as to benefit 

poor, food-insecure people. This therefore necessitates the urgency for well-planned and 

concerted efforts to develop and sustain a reliable Food Security for Country. 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Learning outcome  
 

Food security was defined as ‘ensuring that all people at all times have both physical 

and economic access to the basic food that they need’ (FAO, 1983) 

Every person belonging to ‘priority’ households shall be legally entitled to receive 5 kgs 

of foodgrains per person per month at subsidised rate – Rs 3 (per kg/rice), Rs 2 (per kg / 

wheat) & Rs 1 (per kg / coarse grains) 

Coverage of the NFSA includes 75% of rural population & 50% of urban population 

Households covered under Antyodaya Anna Yojana (AAY) to get 35 kg foodgrains each. 

The state government would continue to receive the allocation of foodgrains from the 

central government under the existing Targeted Public Distribution System (TPDS) till 

identification of beneficiaries is completed. 

National food security Act, 2013 contains 13 Chapters and 4 Schedules. 

HLC's examination of issues reveals that 67% coverage of population is on much higher 

side, and should be brought down to around 40%, which will comfortably cover BPL 

families and some even above that. There are various recommendations also which are 

detailed in chapter. 
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Chapter 5 

 

Role & Function of the CACP 
 

 

 

 

 

 

 

 

 
Commission for Agricultural Costs and Prices (CACP) is explained in this chapter.  It was 

established in the year 1965 as Agricultural Prices Commission and renamed to Commission 

for Agricultural Costs and Prices in the year 1985. It was established to recommend Minimum 

Support Prices (MSPs) of agricultural produces and to motivate cultivators and farmers to 

adopt advanced and latest technology in order to get optimum utilization of resources and 

increase productivity. 

 

The major functions of the CACP: 

1. To advise on the price policy of agricultural commodities, particularly paddy, rice, 

wheat, jowar, bajra, maize, gram and other pulses, sugarcane, oilseeds, cotton and jute 

with a view to evolving a balanced and integrated price structure in the perspective 

'overall needs of the economy and with due regard to the interest of the producer and 

the consumer. 

2. To recommend from time to time, in respect of different commodities, measures 

necessary to make the price policy effective.   

3. To examine where necessary, the prevailing method and cost of marketing of 

agricultural commodities in different regions, suggest measures to reduce costs of 

marketing and recommend fair price margins for different stages of marketing. 

4. To keep under review the developing situation and to make appropriate   

recommendation, as and when necessary, within the framework of the overall price 

policy.  

5. To keep under review studies relating to the price policy and arrangements for                   

collection of information regarding agricultural prices and other related date and 

suggest improvement in the same. 

6. To advise on any problems relating to agricultural prices and production that maybe 

referred to it by the Government from time to time. 

 

Learning objectives 
 

The learning objective of this chapter is to make the reader aware of the roll and 

function of CACP which include the following:- 

 Definition of CACP 

 Major function of the CACP 

 Determination of MSP 

 Role of agricultural pricing  
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The Commission is required to maintain close touch with other agencies dealing with 

matters having a bearing on price and production. The objective of the Integrated Price  

Policy 

I. Minimising seasonal fluctuations in prices. 

II. (a) Ensuring a fair deal to the producer. 

 (b) Providing incentive to the producer to stem up production. 

III.  (a) Ensuring as adequate supply of food grains to consumers at fair prices.  

 (b)  Ensuring supply of raw materials to industries at reasonable price. 

IV. Maintaining an appropriate relationship between the prices of agricultural 

commodities inter se. 

V.  Maintaining parity between agricultural prices and prices of manufactured 

goods which enter into the cost of agricultural production and into the 

consumption of the agriculturists. 

VI. Achieving an orderly development of economy and bringing about proper 

allocation of resources in the public and private sectors of out mixed 

economy. 

VII.  Implementation of co-operative development plants. 

 
 

Constituents of the Policy: 
 

I. Announcement of Minimum Support Prices (MPS) for Major Food grains Well 

in advance of the Sowing Season. The underlying theoretical basis for the guaranteed 

minimum price policy has several elements such as price stabilization. Improvement of 

agricultural terms of trade and provision of insurance to the agricultural producer. 

The device of minimum guaranteed price has been utilised to assure the progressive farmer 

that his effort to augment production through adoption of improved technology will not 

become remunerative because of the price factor. This view amounts to arguing for 

improved terms of trade between agriculture and other sectors. 

 

II. Fixation of Procurement Prices for Purchasing  Part of the marketable Surplus at 

below market price The procurement prices are the instrument constantly used by the 

government for making purchases for feeding the public distribution system. It stands to 

reason that the procurement price should be higher than the minimum support prices, 

since the latter operate when the farmer is keen to sell the Government at minimum 

support prices in conditions of excess production, whereas the former operate when 

the Government takes the initiative to make purchases from the farmers.  

 

The terms of reference of the Commission 

1. To advise on the price policy of paddy, rice, wheat, jowar, bajra, maize, Ragi. 

Barley, gram, tur, moong, urad, sugarcane, groundnut, soyabean, sunflower seed, 

rapeseed and mustard, cotton, jute, tobacco and such other  commodities as 

the Government may indicate from time to time with a view revolving a 

balanced and integrated price structure in the perspective of the overall needs 

of the economy and with due regard to the interests of the producer and the 

consumer. 

2.   While recommending the price policy and the relative price structure, the    

     Commission may keep   in view the following: 
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i) The need to provide incentive to the producer for adopting IPM 

technology and for developing a production pattern broadly in the 

light of national requirements: 

ii) The need to ensure rational utilization of land, water and other 

production resources: 

iii) The likely effect of the price policy on the rest of the economy, 

particularly at the cost of living, level of wages, industrial cost 

structure etc. 

 3.  The Commission may also suggest such non-price measures as would facilitate the  

       achievement of the objectives set out in I above. 

4. To recommend from time to time, in respect of different agricultural commodities, 

measures necessary to make the price policy effective. 

5. To take into account the changes in terms of trade between agricultural and non-

agricultural sectors. 

6. To examine, where necessary
,
 the prevailing methods and cost of marketing of 

agricultural commodities in different regions, suggest measures to reduce costs 

of marketing and recommend fair price margins for different stages of marketing. 

7. To keep tender review the developing price situation and to make appropriate 

recommendations, as and when necessary, within the framework of the overall 

price policy. 

8. To undertake studies in respect of different crops as may be prescribed by 

Government from time to time. 

9. To keep under review studies relating to the price policy and arrangements for 

collection of information regarding agricultural prices and other related data and 

suggest improvements in the same, and to organize research studies in the field 

of price policy. 

10. To advise on any problems relating to agricultural prices and production that may 

be referred to it by Government from time to time.  

 

From time to time terms of reference of the Commission have been modified and 

expanded to keep in step with the changes in agricultural scenario of the country. From the 

year I 994-95 onwards, Niger-seed and Sesame were included under the Minimum Support 

Price (MSP) Scheme of CACP, in addition to the edible oilseeds already covered by the 

Commission. Similarly, during 2001-2002, the government enhanced the terms of reference 

of the Commission by including one additional commodity, namely, lentil (mason). The 

number of crops covered by the MSP scheme have thus increased to 25. 

 

Determination of Minimum Support Prices; 
 

In formulating the recommendations in respect of the level of minimum support prices 

and other non-price measures, the Commission takes into account, apart from a 

comprehensive view of the entire structure of the economy of a particular commodity or 

group of commodities, the following factors: 

i) Cost of production 

ii) Changes in input prices 

iii) Input-output price parity  

iv) Trends in market prices 

v) Demand and supply 

vi) Inter-crop price parity 
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vii) Effect on industrial cost structure 

viii) Effect on cost of living 

ix)  Effect on general price level 

x) International price situation 

xi)       Parity between prices paid and prices received by the farmers. 

xii)     Effect on issue prices and implications for subsidy 

 

The Commission makes use of both micro-level data and aggregates at the level of 

district, state and the country. The information/data used by the Commission, inter
,
 alia 

include the following: 

 

1. Cost of cultivation per hectare and structure of costs in various regions of the 

country and changes there in, 

2. Cost of production per quintal in various regions of the country and changes therein: 

3. Prices of various inputs and changes therein; 

4. Market prices of products and changes therein; 

5. Prices of commodities sold by the farmers and of those purchased by them and 

changes therein; 

6. Supply related information - area, yield and production, imports, exports and 

domestic availability and stocks with the Government/public agencies or industry; 

7. Demand related information - total and per capita consumption, trends  

and capacity of the processing industry; 

8. Prices in the international market and changes therein, demand and supply situation in 

the world market; 

9. Prices of the derivatives of the farm products such as sugar, jaggery, jute goods, 

edible/non-edible oils and cotton yam add changes therein; 

10. Cost of processing of agricultural products and changes therein; 

11. Cost of marketing - storage, transportation, processing, marketing services, taxes/fees 

and margins retained by market functionaries; and 

12. Macro-economic variables such as general level of prices, consumer price indices and 

those reflecting monetary and fiscal factors. 

As already mentioned, 25 agricultural commodities arc covertly covered under the 

mandate given to the CACP for advising the government in respect of the price policy. The 

Commission is required to convey its recommendations to the Government well before the 

sowing season of the crop. With a view to interacting with various interest groups, the 

Commission follows the sequence of steps indicated below: 
 

1. The Commission identifies the main issues of relevance for the ensuing season (short, 

medium or long term). 

2. The Commission sends a questionnaire to Central Ministries, State Governments and 

other organisations related to trade, industry, processors, and fanners both in the 
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cooperative and the private sector and seeks their views on certain issues and factual 

information on related variables. 
    

Subsequent to step (ii), the Commission holds separate discussions with the State 

Governments, Central Ministries/Departments and other organisations. The Commission also 

interacts with research and academic institutions and keeps track of relevant studies and their 

findings.  The Commission visits certain areas for on-the-spot observations and feedback from 

local level organisations and farmers. 
 

MSP OF PADDY & WHEAT  

Marketing 

Year 

Rice 
Wheat 

Common Grade “A” 

2000-01 Rs. 510/- Rs. 540/- Rs. 550/- 

2001-02 Rs. 530/- Rs. 560/- Rs. 580/- 

2002-03 Rs. 550/- Rs. 580/- Rs. 610/- 

2003-04 Rs. 550/- Rs. 580/- Rs. 620/-(+ Rs.10/- 

as draught relief) 

2004-05 Rs. 560/- Rs. 590/- Rs.630/- 

2005-06 Rs. 570/- Rs. 600/- Rs. 640/- 

2006-07 Rs. 580/- (+Rs.40 as 

bonus) 

Rs. 610/-( Rs.40/- as 

bonus) 

Rs. 650/- (Rs. 50/- 

as bonus) 

2007-08 Rs.645/- (+Rs.100/- as 

bonus) 

Rs. 675/-( Rs.100/- as 

bonus) 

Rs. 750/- (Rs. 100/- as 

bonus) 

2008-09 Rs.850/- (+Rs.50/- as 

bonus) 

Rs. 880/-( Rs.50/- as 

bonus) 

Rs. 1000/-  

2009-10 Rs.950/- (+Rs.50/- as 

bonus) 

Rs. 980/-( Rs.50/- as 

bonus) 

Rs. 1080/- 

2010-11 Rs. 1000/- Rs. 1030/- Rs. 1100/- 

2011-12 Rs. 1080/- Rs. 1110/- Rs. 1120/- 

2012-13 Rs. 1250/- Rs.1280/- Rs. 1285/- 

2013-14 Rs. 1310/- Rs. 1345/- Rs.1350/- 

2014-15 Rs. 1360/- Rs. 1400/- Rs. 1400/- 

2015-16 Rs. 1410/- Rs. 1450/- Rs. 1450/- 

2016-17 Rs. 1470/- Rs.1510/- Rs 1525/- 

2017-18 Rs.1550 -/ Rs.1590/- Rs. 1625/- 

2018-19 Rs.1750 Rs.1770 Rs.1735 
 

Role of agricultural prices 

In India, agricultural price policy (APP) is being used as an adjunct to development 

policy for stimulating growth since the mid-sixties. Let us first discuss a priori the role 

price policy can play in accelerating growth and in promoting equity.  

 

Agricultural Prices and Resource Allocation  

 

 As allocator of resource, price gives signals to both the producers and the consumers 

regarding the levels of production and consumption respectively. Fano prices while 

determining the income of farmer’s   simultaneously affect the coo of living of those engaged 

in other sectors.  
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Agricultural output can come about through (i) increase in area under crops, (ii) increase in 

the productivity of individual crop, and (iii) change in the cropping pattern from low value 

to high value crops. Since prices play a crucial role in determining the allocation of 

resources and also in capital formation, APP can affect all the three factors through which 

increased agricultural production can be brought about. Agricultural price can also affect the 

levels of output in other sectors due to forward and backward linkages. 

Agricultural Prices and Income Distribution; 

Income distribution between sectors as well as within different sectors to some 

extent may also get affected by changes in agricultural prices. Increased or sustained higher 

price support level from food can change the distribution of national income in favour of 

agriculture. Further, agricultural prices through their impact on the pace and pattern of 

output in other sectors as well as on the cost of living of those engaged in these sectors 

prices can affect income distribution through their impact on agricultural output, agricultural 

employment and on cost of living. 

These apart, APP, if accompanied by a simultaneous increase in operating efficiency 

of the marketing system, may result in improving the bargaining power of the small holders. 

 

Agricultural price policy in india; 
 

APP in India has moved through two distinct phases during the last five decades. During the 

first phase lasting till 1965, the price policy was marked by alternate spells of hectic activity 

in years of poor craps and complacency border-ling on utter neglect in years of good crop. In 

1965, the Agricultural Prices Commission (since then designated as the Commission on 

Agricultural Costs and Price, CACP was set up. 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Learning outcome 

Functioning of CACP is to advise on the price policy of agricultural commodities like 

paddy, rice etc., and announcement of minimum support price for major food grains and 

resource allocation and income distribution. Objective of the integrated price policy is to 

minimise seasonal fluctuation in prices and ensuring a fair deal to the producer. 

Announcement of the minimum support price for major food grains is done in advance of 

the sowing season. The theoretical basis for the guaranteed minimum price policy has 

several elements like price stabilisation, improvement of agricultural terms of trade and 

provision of insurance to the agricultural producer in India. Agricultural price policy is 

being used as an adjunct to developmental policy for stimulating growth since the mid-

sixties as allocator of resource. 
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Chapter 6 

 

ROLE OF FCI IN MANAGING THE FOOD ECONOMY 

IN THE COUNTRY 
 

 

 

 

 

 

 

 

 

 

 

 

            

 The Food Corporation of India was established in January, 1965 under "Food   Corporation 

Act
 
1964 to function as a major instrument of Govt. food policy to achieve the following 

objectives:- 

1. To acquire and procure on behalf of the Central and the State GOV, Sizeable portion  

of the marketable surplus at incentive prices from the farmers; 

2. To ensure timely releases of stocks through the Public Distribution System, so that 

the consumer prices do not rise unduly; 

3. To minimize seasonal price fluctuations and inter-regional price variations, and 

4. To build up sizeable buffer stocks of food grains with internal procurement and  

imports etc. 

 

 To fulfill these objectives, the Corporation has been undertaking purchase, storage, 

movement, transport and distribution and sale of food grains and other foodstuffs at the 

national level. The Corporation can, under the Act, enter into agreements with growers of 

food crops for the purchase of food grains, after the harvest or such crops and to extend 

guarantees to scheduled banks or financing agencies to make advances to such growers on 

the basis of such agreements. 

 Operations and Growth 

The activities of the Corporation were initially limited to four Southern States, in 1966, 

the Corporation extended its operations to Orissa, Punjab,Rajasthan, Gujarat and 

Pondichery. By the end of 1967, the FCI was functioning in 15 states including Delhi and 

Pondicherry. The Govt. of India had also transferred to it the procurement, storage and 

distribution functions so far performed by its Deptt. of Food in several states. With the 

completion of the transfer to it, the entire executive functions of the Food Deptt. From April, 

1969, the FCI became the sole agency of the Central govt. for state trading in food grains. In 

Learning objectives 
 

The learning objective of this chapter is to make the reader aware of the Role of FCI in 

managing food economy of country which include the following:- 

 Establishment of FCI 

 Operations and growth of FCI 

 Central issue prices of wheat and rice 

 Diversification of  activities 

 Constraints and difficulties 

 Stock management 

 Achievements of FCI 
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short span of five years, it had extended its activities, both in terms of area of operations 

and volume of its purchase and sale. By this time, it had also made remarkable progress 

in building up and holding a buffer stock which had already exceeded the target of five 

million tonnes prescribed for the end of the Fourth Five Year Plan. By the end of 1970-71, 

the FCI had achieved its commanding role in the food grains trade and was able to secure 

incentive prices to the farmer for his produce as well as made easy availability of food 

grains to the consumers at reasonable prices throughout the year. In 1970-71, the FCI played a 

major role in organizing the countrywide support price and procurement operations, both in  

rabi and Kharif seasons. In 1975-76, the year, of bumper harvest, apart from handling 

more than 6 million tons of procured grain from a single year's  

operations. Faced with the acute shortage of storage space due to sudden increase  

in the procurement, it also arranged CAP storage on a massive scale (6 million tons in the 

CAP storage). 

 Thus, the Corporation has increased its activities manifold. Its turn-over in 

money terms increased from Rs.289.61 crores in 1965-66 to Rs.75,000 crores in 2003-04, 

i.e. by approx 258 times during the 40 years of its existence. Its work is now being co-

ordinated through the Head Quarters, 5 Zonal Offices, 23 Regional Offices, 1 Port Operations 

Offices, about 172 District Offices . 

Procurement 
 

The bulk of the supplies of foodgrains is marketed in a few months of the post-harvest 

period by the demand for grain supplies is spread over throughout the year. As such, the 

supplies are spread over throughout the year. As such, the surpluses have to be mopped up 

in limited period for distribution in the lean months so as to ensure regular supply 

throughout the year, thus minimizing. If not eliminating the price fluctuations. The volume 

of food grains procured at the national level and on Central account has generally gone on 

increasing after the establishment of the FCI. Before the inception of FC1 ie 1965 the food 

grain procured were 7.41 lakhs. Now the procurement has gone many folds. The 

procurement of wheat and rice under price support / Levy for the past five years is: 

Procurement of Rice (including Paddy in terms of Rice) during last Six Years 

(Figure in Lakh MTs) 

 

Procurement of Wheat during Last Six Years 

(Figure in Lakh MTs) 

2010-11 
(As on 01.03.2012) 

2011-12 
(As on 28.03.2013) 

2012-13 
(As on 05.02.2014) 

2013-14            
(As on 31.03.2015) 

2014-15 (As on  

12.01.2016) 
2015-16          

(As on 01.09.2016) 
341.98 350.60 340.44 318.45 320.40 341.56 

2016-17 (As on 
01.12.2017)          

2017-18 (As on 
04.09.2018)             

 

381.07 365.00     

2011-12 
 

2012-13 
 

2013-14 (as on 
01.08.2013) 

2014-15 (as on 
16.07.2014) 

2015-16 (as on 
13.07.2015) 

2016-17 (as on 
16.09.2016) 

283.35 381.48 250.92 280.23 
280.88 229.61 
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The procurement of food grains on Central Account has significantly increased after 

establishment of the Corporation. The increased volume of procurement of food grains at 

the national level has enabled the Corporation to play an increasing role in the national food 

economy. It may be interest to know that the FCI has played a vital role in maintaining the 

price level in difficult situations, like in 1971-72 when the wheat production was at its peak 

and the glut of arrivals in the markets of Punjab. Haryana and West UP showed a deep fall in 

it prices and would have caused heavy losses to the farmers. Under "Price Support
-
 

operations, the Corporation not only guarded the farmers' interests, but saved the food grains 

from a certain wastage. 

 

The main sources of supplies of food grains and other material for the Corporation are: 

i) Purchase under support price scheme through different methods of procurement; 

ii) Commercial purchases at market prices of food grains for supply to the APO* and 

raw material for processing units under its control. 

iii)  Imported fertilizer**, levy sugar and imports of grains, whenever required. 
 

*since handed over to APA i.e. 01.04.86 

**since stopped. 

Commercial Purchases 

The commercial purchases were made by the Corporation at the market prices for some 

common cereals like barley, maize and pulses, like gram, tread, arbor, moong and masur, etc. 

for supplies to the Defence Services. Certain quantities of groundnut and maize were also 

purchased for the Corporation's own agro processing units, i.e. Ujjain Plant and Faridabad 

Maize Mill before these two establishments were handed over to the Modem Bakeries of 

India on 01.03.80 and 26.12.89 respectively. 

 

Import of Food grains 

To bridge the gap between the internal procurement vis-a-vis the requirements of the 

public distribution system, the food imports have been an important element of India's food 

economy. The FCI has been the main agency for handling them at all the ports where it had 

developed the necessary discharge facilities and made arrangement for the movement of 

grains to numerous storage and distribution points in the country. Import of Food grains has 

since been stopped due to self-sufficiency. 

Due to unusual monsoon and other factors, some imports have been made in past but 

there has been no Import of Food grains on Government account from 2008-09.  

Handling of Fertilizer   

 Keeping in view its performance and expertise connected with imports, the FCI was 

entrusted with the entire operations relating to the clearance and movement of imported 

fertilizers at the ports, by the Ministry of Agriculture as their agent till Feb. 1976. From 1
st
 

2017-1 8             
(as on 
31.08.2017) 

2018-19   (as 
on 02.07.2018)   

  

308.25 126.91 
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March, 1976, the Corporation has taken over the entire imported fertilizers as "principal". 

Now handling of fertilizer operation has been given up. 
 

Storage: 

Storage is the most important function in the entire marketing and procurement system of 

food grains which are produced seasonally and are consumed all the year round. Storage 

creates time utility and helps in reducing the seasonal fluctuations in availability and prices. 

Scientific storage becomes very essential to reduce the overall losses which some experts 

have estimated at 10% of the total production from the harvest time to the consumption point. 

Apart from taking over some storage depots from the Food Deptt. it has also taken up 

construction of godowns on its time on a large scale. In the year, 1965, the started with the 

management of 6.17 lakh tones (owned and hired — 5.68 plus 0.49) storage capacity which 

has now gone up to 354.98 lakh MT as on October 2016. 

 

The present storage capacity is tabled below. The efforts are being done to increase 

the storage capacity. For this a scheme namely "Ten Year Guarantee Scheme" has been 

recently introduced by the FCI        

 

Storage Capacity with FCI (August, 2018)              (Fig.in LMT) 
 Covered CAP Total 

Owned 
128.42 26.02 154.44 

Hired 
239.37 1.89 241.26 

Total 
367.79 27.91 395.7 

 

Storage Capacity for Central Pool Stocks for the last five Years:  (Fig in Lakh MT) 

As on Capacity with FCI 
Storage Capacity Other 

Agencies 
Total 

01-04-2011 316.10 291.32 607.42 

01-04-2012 336.04 341.35 677.39 

01-04-2013 377.35 354.28 731.63 

01-04-2014 368.90 379.18 748.08 

01-04-2015 356.63 352.59 709.22 

01-04-2016 357.89 456.95 814.84 

 

To meet the growing storage requirements, the experts in the FC1 had devised an 

effective, official and economic system of temporary storage known as CAP (covered and 

plinth) which was found to be very handy during the year, 1976, when the CAP storage was 

resorted to on a massive scale, i.e. about 6 million tones. The Corporation had also taken up 

construction of silos with the financial assistance of the World Bank. 5 silos (in UP & 

Punjab) with a total capacity of 1 lakh tonnes have already been commissioned. These are 

equipped with high speed receiving system, weigh-bridges, bins, centralized controlling 

and monitoring systems along with disinfection facilities. It has also taken up construction 

of storage godowns at ports. 
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Movement: 

       For ensuring quick availability of food grains of right quantity, at the right place and at 

the right time, the Corporation takes up the movement of stocks from the purchasing 

centers, depots, etc. to the storage and consumption points expeditiously. The bulk of 

movement is effected by rail and road and coastal movement is also resorted to in some 

cases. 40 to 50 million tonnes of foodgrains are transported by FCI across the country in a 

year. FCI undertakes massive movement operation of foodgrains all over the country 

encompassing around 2000 FCI depots (owned + hired) , 440 rail-heads (owned by Indian 

Railways and others) and 103 FCI own sidings.  

 Ensuring accessibility to food in a country of India's size is a Herculean task. The 

foodgrains are transported from the surplus States to the deficit States. 

 The foodgrain surplus is mainly confined to the Northern States, Transportation 

involves long distance throughout the country. Stocks procured in the markets and 

purchase centres is first collected in the nearest depot and from there dispatched to 

the recipient States within a limited time. 

 FCI moves about 270 Lakh tonnes of foodgrains over an average distance of 1500 

Kms. The quantity
,
 moved by the FCI in the last seven years is tabled as below 

 

PERIOD EX.NORTH INTER STATE TOTAL Intra G.Total 

Inter 

Rail 

 

Intra 

(Rail 

+ 

Road) 

Total Rail 

(Ex-

North 

+ 

Other 

Than 

North) 

Road 

(Ex 

North + 

Other 

Than 

North) 

Riverine Total Ex-North + 

Other Than 

North (By 

Rail+Raod) 

(10=8+9) 

2009-10  188.54 0.81 189.35 252.59 28.5 0 281.09 31.17 312.26 

2010-11 221.23 3.32 224.55 283.54 27.13 0 310.67 30.67 341.34 

2011-12 201.01 7.49 208.5 302.38 25.37 0 327.75 40.2 367.95 

2012-13 218.93 20.26 239.19 321.33 27.85 0 349.18 59.03 408.21 

2013-14 278.75 8.8 287.55 369.35 25.37 0 394.72 53.09 447.81 

2014-15 292.82 15.86 308.68 389.32 19.12 1.04 409.48 57.66 467.14 

2015-16 230.86 9.57 240.43 317.72 23.91 0.27 341.9 42.59 384.49 

2016-17 282.23 15.17 297.4 341.93 27.65 0.16 369.74 40.23 409.97 

2017-18 258.33 17.00 275.33 345.19 29.92 0 375.11 45.13 420.24 

2018-19 

(up to 

Aug 18) 

88.16 8.28 96.44 114.8 14.90 0 129.7 18.61 148.31 

 

Regularly rice and wheat procured in the Northern States is moved to far flung corners lmphal, 

Manipur or Kanyakumari in Tamnilnadu and to the higher reaches of the Himalayas in the 

North. 

 An average of 120,0000 bags (50 Kg) of foodgrains are transported every  

day from the producing States to the consuming areas, by rail, road, etc. 

 The stocks to Kashmir valley, H.P, NE, Sikkim A&N Islands and Lakhadweep 

etc which don't have rail link are fed by road. 
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 Thus by effective planning and Management of the transport System FCI 

regularly moves food grain and sugar from the procuring Region to the A 

concerning Region. 

PUBLIC DISTRIBUTION 
To supply foodgrains at reasonably low, highly subsidised prices i.e. Central Issue Prices 

(CIP) to the vulnerable sections of society, the FCI has played a key role ever since its 

inception. A glance of CIP may be made from the following tables. 

(a) Central Issue Prices of Rice in India 

Effective  From                           Central issue prices      
(figure in Rs. per kg)                            

Beneficiary families 

2005-06 7.95/5.65/3.00                                    For APL/BPL/AAY Families 

 

Here, it may be noted that the central issue prices for rice have not been changed from 2005-

06 to till now whereas the procurement prices i.e. MSP has increased very significantly 

 

(b) Central Issue Prices of Wheat in India 

 
Effective. From Central Issue Price 

(figure in Rs. per kg) 

Beneficiary Families 

2003-2004 6.10/4.15/2.00 For APL/BPL/AAY Families 

 

Here, it may be noted that the central issue prices for wheat have not been changed 

from 2003-04 to till now whereas the procurement prices i. e. MSP has increased very 

significantly. 

        The Corporation as the sole agent of the Govt. of India for operating the Central Pool, 

implements those allocations which are made month to month basis by the Department of 

Food. The allotment against the Central pool stocks are made by the Deptt. of Food according 

to the normal needs and the pattern of average off take in the past, keeping in view the 

overall availability of stocks in the pool. In most of the states, the distribution at the fair price 

shops is handled by the State Civil Supplies Departments. In some states, the FCI performs 

the job on mutually agreed service charges, distributes grain to the fair price shops out of the 

quantities allotted to the state Govt. The magnitude of the issues handled by the FCI can be 

seen from the following table : 

Off take of Food grains from central pool:                                    
(Fig in Lakh tonnes) 

Scheme 2012-13 2013-14 2014-15 2015-16 2016-17
#
 2017-18 

#
 2018-

19 
$
 

(up to 

july 18)  

TPDS 514.55 467.31 474.15 517.63 526.53 543.90 224.08 
Welfare 

Schemes 

(inc WFP, 

Defence etc) 558.07 511.20 517.08 560.61 570.42 576.95 235.70 
Open Sale 69.68 62.84 41.96 75.94 48.52 14.56 1.36 

Export 30.71 24.29 0.40 0.00 0.00 0.99 0.00 
Total 658.46 598.33 559.45 636.55 618.94 592.50 237.05 

 
 (#)   Provisional     
  ($)   Under TPDS offtake is against the allocation upto August, 2018 
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_ P P P P P P P 1 * 

The FCI adopts scientific methods and procedures based on national and international 

practices, for enforcing quality control in respect of imported arid indigenously 

procured food grains to ensure supply of healthy grain to the consumer. 

 

 Diversification of Activities: 
  

To play a vital role in the country's food economy the FCI has been 

progressively diversifying its activities in the field of agro-processing. It had set up 24 

Modern Rice Mills and then acted as the pace-setter in the modernization of paddy milling 

industry. It also started manufacture of nutritious food, i.e. balahar to generate nutrition, 

consciousness among the masses. It had also set up a Maize Mill at Faridabad, Solvent 

Extraction Plant (which was handed over to Modern Food Industries and Dal Mill) now 

stopped. It acted as a price support agent of the Govt. of India in potato purchases in 1976, 

mainly in the state of UP. In the same year, it entered into the market to give support price to 

barley in Punjab, Haryana and Rajasthan. It added another significant dimension to its 

function by offering to the public, Consultancy Services in the field of agro-processing, 

modernization of rice mills, rice bran oil extraction, dal milling and modem food grains 

storage construction. This service, inter-alia, undertook project planning and evaluation 

feasibility and techno-economic studies, management systems and optimization studies. It 

rightly and proudly claims to possess technical personal of a high caliber on its rolls to do 

these delicate jobs. 

 

 Constraints and Difficulties: 
 

1. Corporation has to operate under the overall policy of the Govt. of India. It has no 

power to decide matters of policy, like the affixation of procurement and issue 

prices. The prices of food grains are determined by the Central Govt. in 

consultation with the Agricultural Prices Commission and the State Govts. The FCI 

has to procure on the prices so fixed. Sales and allocations of food grains and the 

issue prices are also determined by the Govt. of India. A situation may arise where 

the stock might be deteriorating fast for lack of an allocation or sale and get the 

decision of the Govt. may take some time for its disposal. In the meantime, the fair 

name of the FCI may get sullied by its critics. 
 

2. The real venues of the FCI's functioning are the states which follow independent 

policies in the matter of procurement etc. There is no uniformity in the outlook of the 

states in this regard. The decision about the role of various procurement agencies 

available to them also rests with the State Govt. If the State Govts so desire, they 

may not permit the FCI at all to operate a continuous inter-action of the officers of 

the FCI with the officers of the State Govts in order to seek and ensure their 

cooperation.  
 

3. Though initially, the State Govt. may welcome to start state trading in foodgrains, it 

may, however, cause them some imitation and conflict when they themselves gain 

experience to do the job and make some profit in the bargain. 
 

4. The activities of the FCI are spread all over the country (at more than 2000 places), 

as such, the geographical distances coupled with gigantic operations put spatial and 

organizational constraints on the smooth working of the FCI. 
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STOCK MANAGEMENT 
 
Stocks in Central Pool 

(Fig.in LMT) 

As on 01.09.2018 

Wheat Rice Total 

385.09 205.77* 590.86 

 

An Assessment 

  

In spite of the above constraints and difficulties the FCI can rightly claim several 

achievements to its credit, for example: 

 

1. It has attained the capacity for nationwide operations in food grains and thus become a 

force to reckon within the food grains grading circles. It has already reached 

commanding heights in the trade as envisaged for it’s by the Govt. of India some years 

back. 

2. It has been able to create uniformity in the national food outlook as its trading 

activities encompass state and regional barriers. It has helped in creating inter-actions 

among the food grains markets all over the country by its procurement, movement, 

storage and sale operations. It has therefore, not only helped in improving marketing 

facilities, but also helped in removing imperfections in the operations of the grain 

markets. 

3. It protects the producers through the price support operations, particularly in the 

years of bumper harvests when the prices tend to go down. 

4.  It has tried to protect the vulnerable sections of consumers by making supplies 

available to the fair price shops regularly. 

5. It has helped in minimizing inter-seasonal and inter-regional price variations, thereby 

injecting some stability in food grains prices in the country. 

6. The FCI has encouraged regulation of food processing activities. It has been the 

initiator and pace-setter in the modernization of the rice milling industry. It has also 

acted as a catalyst in other agro-processing areas, vis. Dal milling and rice bran oil 

extraction. It has been able to improve the quality of such processed food items by its 

quality control measures.  

7. Above all, it is no mean feet to mop up the surplus grains from producing areas, to 

store them effectively and make them available to deficit pockets of the country in 

time and at the least possible cost. 

 

 
 

 FCI- A recognized success; 

Today FCI is recognized as a successful organization where professional management 

of food is concerned. The efficiency with which FCI tackled one of the worst droughts of the 

century not only cemented its role as the premier organization in charge of food security in 

India but also brought it accolades from the United Nations. During the devastating drought 

of 1987. FCI supplied more than 30 lakh tonnes of food grains to affected parts of the country 



48 
 

through special schemes. And FCI is justifiably proud of the fact that, due to better 

anticipation and management of the drought, there was no recurrence of the devastation 

caused by the Bengal famine of 1943. 

        As a result, international organizations today recognize FCI's significant role in 

effectively managing the   food security of the nation. And the FCI is indeed proud of serving 

the nation. 

 

 
 

 

 

 

 

 

 

 

Learning outcome  

Food Corporation of India enters into agreement with growers of food crops for the purchase of 

food grains after the harvest of crops and to extend guarantees to scheduled banks and financial 

agencies to make advances to such growers on basis of such agreements. Central issue price is 

the reasonably low, highly subsidized price at which food grains are supplied to vulnerable 

sections of the society. Role of public distribution system (PDS) in FCI is very important which 

supplies food grains at reasonably low, highly subsidised price. PDS helps to APL/BPL/AAY 

families. FCI has no power to decide matters of policy, like the fixation of procurement and issue 

prices which is a constraint to the working of the Corporation. Today FCI is recognized as 

successful organization where professional management of food grains is concerned. The 

efficiency with which FCI tackled one of the worst droughts of the century not only cemented its 

role as premier organization in charge of food security in India but also brought accolades from 

the United Nations. 


