
No. PR/19(14)/10-11/7       Dated: 31.01.2011 
 
The Editor 
The Economic Times, 
Bahadur Shah Zafar Marg, 
New Delhi - 110001. 
 
Subject: Clarification/Comments on the article titled “Less wastage, lower MSP dependence 

& better yields the way forward” by Mr. Madan Sabnavis published in your 

newspaper dated 26.01.2011. 

 

 

Sir, 

 

Kindly refer to the above cited article published in your newspaper on 26.01.201. This article 

says, “the third priority is dealing with surpluses. Today, it is a mess. High MSPs and 

indiscreet procurement have created shortages, the government being the biggest foodgrain 

hoarder. Procurement is over 25% of production while another 15-30% is used for self-

consumption or seeds. This has to change and MSP should be made the last resort for the 

farmer - not the first” 

 

The above mentioned opinion is misplaced and not correct. The same may be seen in the 

perspective given below: 

1. Whether MSP is high: 

The MSP cannot be said to be high and indiscreet as there is a whole lot of exercise 

undertaken by CACP (Commission on Agricultural Costs and Prices) to recommend the 

MSP every year after detail deliberations on the input costs and optimum viable profit for the 

farmers. Moreover, MSP is widely operational only in wheat and rice crops which have 

resulted into sufficient production in the country even in bad times like drought of 2009. 

 

2. Whether procurement of wheat and rice is indiscreet: 

The procurement of wheat and rice at MSP is a policy of government being the purchaser of 

last resort. In fact market is free to buy at higher prices from the farmers wherever they can. 

But the participation of market is very limited in states where statutory taxes levied by the 

state governments are high like in case of Punjab and Haryana. As a result the Central 

Government becomes the major purchaser of wheat and rice in such states. Still the total 

share of procurement is about 30% of the production in the country as a whole.  

 

3. Whether there is surplus and government is a hoarder: 



A simple comparison of stock levels in Central Pool with the Government with buffer norms 

and strategic reserves may give the impression of high stock level and surplus. But the 

reality is that foodgrain requirement is set to increase with the proposed enactment of food 

security law. Moreover, the high stock level with Government has been a major reason for 

lesser price fluctuations of wheat and rice in the country and the inflation in wheat and rice 

have been minimal unlike other commodities where the government presence is not much. 

Recent experience of onion prices is a live example to compare the scenario. 

 

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 
AGM, Food Corporation of India 

 
 
http://economictimes.indiatimes.com/news/economy/agriculture/less-wastage-lower-msp-
dependence--better-yields-the-way-forward/articleshow/7364335.cms?curpg=2  


