
No. PR/19(14)/10-11/11      Dated: 23.02.2011. 

 

The Editor 

The Economic Times, 

Bahadur Shah Zafar Marg, 

New Delhi - 110001. 

 

Subject: Comments on the article titled “Revamp Food Policy” published in “The 

Economic Times” dated 19.02.2011. 

 

Sir, 

 

Kindly refer to the above cited article published in your newspaper on 

19.02.2011 as a comment on the views expressed by Dr. Kaushik Basu, Chief 

Economic Advisor of Ministry of Finance, Government of India. This article captures 

only limited perspectives on one of the most complex public policies in India and 

hence, is imbalanced and myopic.  

 

In fact, the contention of the author, “there seems far too much stress on 

government intervention in the paper, with not enough attention paid to allowing 

private trade into food distribution, revamping supply chains, agrimarketing and 

easing bottlenecks in policy and infrastructure” is incorrect and misplaced. This is so, 

because under the current policy structure, the government buys food grains from 

farmers only at uniform MSP (Minimum Support Price) throughout the country, 

declared on the recommendations of an independent organisation called CACP 

(Commission on Agricultural Costs and Prices) every year after detailed 

deliberations on the input costs and optimum viable profit for the farmers. Moreover, 

by definition, MSP is merely the minimum price which the government offers to 

farmers as an insurance against distress sale of their produce, should the market 

does not pay them adequately. Thus, the private trade is free to participate in any 

which way they want in this business of foodgrain trade.  

 

The impact of such a policy has been noteworthy. Today the farmers feel 

comfortable growing wheat and rice as they have an assured income. This in turn 

has made the country self-sufficient in terms food grain requirements and has 

enabled the country to overcome drought situations such as in 2009. Besides, it is 

also imperative to note that due to this active participation and presence of the 

government, the prices of wheat and rice have not seen wide fluctuations like recent 

onion prices. It may be noted that the government presence is negligible in case of 

onion trade. Even the inflation in prices of wheat and rice has been moderate as 

compared to high inflation for other food items where the government intervention 

through MSP is not significant. This comparative moderate inflation can be attributed 

to the fact that government has the capacity to intervene in the market through open 



sale of wheat and rice, as recently done for bulk as well retail consumers throughout 

the country.  

 

The author may also note that Dr. Basu in his detailed working paper titled 

“Economics of Foodgrain Management in India” has analysed several aspects of this 

complex policy challenge in India. The complexity can be gauzed from his words, 

“Trying to correct one segment of this complicated system is likely to end up in 

failure or, at best, have limited success”. Besides, Dr. Basu has also observed, “that 

for, especially, a big country like ours, it is politically risky to rely entirely on private 

traders and international trade to iron out excessive price fluctuations. Nations can 

be held to ransom and at this early stage of India’s development we do not want that 

to happen at least for a few vital food items”. 

 

In view of the above, it is requested that the above comments of FCI may be 

carried suitably to bring out a balanced point of view with correct facts and figures on 

the subject matter. 

 

Thanking you 

 

Yours sincerely; 

 

 

Chandrasen Kumar 

Faculty, Institute of Food Security, 

Food Corporation of India, Gurgaon. 

 


