F. No. 9-2/2024-MPS-ES
Government of India
Ministry of Agriculture & Farmers Welfare
Department of Agriculture & Farmers Welfare
Economics, Statistics & Evaluation Division
(MSP Section)

Krishi Bhawan, New Delhi
Date: 18" September, 2025
To,
Shri Siddharth Joshi
339, 7t Main, 3" Cross,
Vivek Nagar, Bengaluru,
Karnataka-560047

Subject: RTI Application of Shri Siddharth Joshi vide Registration
No. DOA&C/R/E/25/01479/1 dated 01.09.2025-reg.

Sir,

Please refer to your RTl application vide Registration  No.
DOA&C/R/E/25/01479/1 dated 01.09.2025. The requisite information in respect of
aforesaid RTI Application is as under:

Information sought Information provided

Please provide a copy of the Report of the Committee | A copy of the said report
constituted by the Department of Agriculture and | is enclosed with this letter.
Cooperation in 2013 under the Chairmanship of Shri
Ramesh Chand to examine the methodological issues in
fixing Minimum Support Price vide No. A-
49011/2/2013-EA.

2. The first appeal, if any, against the reply may be made within 30 days of the receipt of
the reply to Shri Dhananjay Prasad Srivastava, Adviser & Appellate Authority, Room No. 11,
Department of Agriculture & Farmers Welfare, Ministry of Agriculture & Farmers Welfare,
Krishi Bhawan, New Delhi.

Enclosure: As above.
Yours sincerely,

18. 04. 2015
(Gyanendra Singh)

CPIO & Additional Statistical Adviser

Copy to: Under Secretary, RTI Cell, Department of Agriculture & Farmers Welfare, Krishi
Bhawan, New Delhi.
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INTRODUCTION

introduction

Agricultural production, marketing and trade have undergone significant changes in the last
three decades. Two episodes that have profound impact on almost all aspects of agriculture are
(a) economic liberalization that started in the country since 1991 and (b) setting up of World
Trade Organization (WTOQ) in the year 1995 and bringing agriculture under General
Agreement on Trade and Tariffs. However, agriculture has changed because of many other
factors as well, most of which have some implications for price policy, farmers’ livelihood and

income.

Production patterns have moved towards cash crops and many crops which were earlier for
subsistence or for meeting family food requirement are now grown largely based on cash
considerations. Proportion of marketed surplus in production has risen for almost all crops.
Production has become highly commercialized with increase in use of purchased inputs,
replacement of family labour by hired labour, substitution of labour with capital and
machinery and monetization of rural economy. Adoption of improved technology has
necessitated use of market purchased seeds often at a high cost. Price shocks have become
frequent and severe. The pressure to meet family expenditure to mect necessities of modern
life has been forcing farmers to embrace risky ventures by using borrowed funds. Risk
unfeashed by market forces and price crash in many cases are leading to agrarian distress and

sad situations like farmers’ suicides.

There is a lot of disenchantment among farmers with the existing system of procurement
mechanism based on minimum support prices followed in the country. Moreover, except for
paddy, wheat, cotton, sugarcane, jute and copra; no effective procurement mechanism exists to
ensure that prices received by farmers do not fall below minimum support prices (MSP). Even
in the case of paddy, wheat and cotton; the MSP is effective only in some states where public
procurement system is in place. In other places, actual price received by farmers turn lower
than MSP in several instances. Similarly, farm harvest prices of other cereals, pulses and
oilseeds in several markets often remain lower than their MSP.

2
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Questions have also been raised about the methodology used by the Commission for
Agricultural Cost and Prices (CACP) to arrive at MSP for various crops. The common
perception is that cost of cultivation per unit of output is the sole criterion used by CACP to
arrive at its recommendation about MSP. This is the reason that various farmers’ organizations
contest methodology, accuracy and reliability of the data on cost of cultivation/production as
collected by the Directorate of Economic and Statistics, of Ministry of Agriculture.
Suggestions have been made by high level committees like National Commission on Farmers,
to fix MSP at least 50% more than the weighted average cost of production. There are
considerable variations in the cost across states, and a particular level of MSP may be 50%
higher than the average cost of production in some states and lower in some other states, given
that a national weighted average is used to arrive at average cost of production.

There are various important factors other than MSP which also strongly affect farm harvest
prices received by farmers. This is particularly true for those crops and farmers which are not
directly benefited by MSP. These factors include tariffs, interest rate on non-institutional
credit, input subsidies, taxation structure, infrastructure, market regulations, stage of market
development and market competition. In many cases farmers can get better prices than MSP, if
policy environment is favourable. Conversely, unfavourable policy environment can turn
ruinous for the farmers. Despite this. fact, most of the focus for getting better treatment for the
farmers is on the prices. CACP is particularly saddled with this, partly due to its mandate and
partly due to its historical legacy. Thus, it is pertinent to look at the role of CACP in the wake
of effect of other policies on farm prices and in the wake of ongoing liberalization,
privatization and globalization.

In this background a committee was constituted by the Department of Agriculture and
Cooperation, Ministry of Agriculture, Government of India on 1% April, 2013 to examine (i)
existing mandate of CACP, (ii) various aspects of fixation of MSP, and (iii) other policies
affecting farmers and prices of farm produce . The specific terms of reference of the
Committee were as under:

a) To examine the existing mandate of the Commission for Agricultural Costs and Prices
and suggest whether — by way of a measure of response to the rapidly changing
external environment arising in the wake of liberalization, privatization and
globalization — there is need to reposition the Commission in terms of its mandate and

remit,
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b)

d)

To examine the existing cost concepts for the purpose of fixing minimum support
prices and suggest various factors including cost of transportation, marketing,
processing, storage etc. to determine MSP. Besides the Committec may also analyse
the appropriateness of existing methods followed in imputing the value of (i} family
labour; (ii) rental value of land; (iii) interest or capital; (iv) depreciation on fixed items
such as tractors, bullocks etc. and recommend measures for improvement so as to make

them more realistic.

To examine the existing structure of tariff, taxes, credit, market eic. and to suggest
various measures to make it most competitive and remunerative to the farmers in the
wake of trade liberalization and globalization and also to encourage agricultural

growth.

To examine any other related and relevant matters that are important for improving the

system.

Constitution of the Committee

The Commitiee constituted by the Government was chaired by Prof. Ramesh Chand, Director,
National Centre for Agricultural Economics and Policy Research, New Delhi, and it has
members from academia, farmers’ organizations, CACP, Ministry of Agriculture and state
government representatives. The constitution of the committee with its specific Terms of

Reference (TOR) is given in Annexure I.

Modus Operandi

The Commiitee held five meetings in which detailed discussions were undertaken on several
issues encompassing the TOR. The members of the committee were benefited by the
presentations made by officers/experts of Directorate of Economics and Statistics, Department
of Agriculture and Cooperation and CACP detailing the Comprehensive scheme for cost of
cultivation of principal crops and methodology adopted for projecting cost estimates to arrive
at the recommendations of MSP. The Minutes of various meetings are enclosed in Annexure
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MANDATE OF CACP

Mandate of CACP

The mandate of CACP is expressed in its Terms of Reference which have been periodically
teviewed. The Commission was set up in year 1965 vide resolution of the then Ministry of
Food and Agriculture, and it was named as Agricultural Prices Commission. According to the
resolution the Commission was set up to evolve a balanced and integrated price structure and
was mandated to advise on the price policy of 11 agricuitural crops/group of craps.
Subsequently, the Commission was renamed as Commission for Agricultural Costs and Prices
(CACP), its present name, in year 1985. The current TOR for CACP notified in year 2009 are

as under (CACP Discussion Paper 7, 2013):

1. To advise on the price policy of paddy/rice, wheat, jowar, bajra, maize, ragi, barley, gram,
tur, moong, urad, sugarcane, groundnut, soybean seed, rapeseed &mustard, cotton, Jjute,
tobacco, sesamum, nigerseed, lentil (masoor), safflower, copra and such other
commodities as the Government may decide from time to time, with a view to evolving 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:-
{)  The need to provide incentive to the producer for adopting improved 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 rest of the economy, particularly on the cost
of living, level of wages, cost structure of agro-based products and the
competitiveness of agriculture and agro-based commodities.
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10.

11.

The Commission may also suggest such non-price measures related to credit policy, crop
and income insurance and other sectors as would facilitate the achievements of the

objectives set out in [ above.

To recommend from time to time, in respect of different agricultural commodities,
measures necessary to make the price policy effective.

To take into account the changes in terms of trade between agriculture and non —
agricultural sectors.

To examine, where necesséry, 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.

To keep under review the developing price situation and to make appropriate
recommendations, as and when necessary, within the framework of the overall price
policy.

‘To undertake studies in respect of different crops as may be prescribed by Government

from time to time.

To keep under review studies relating to the prices 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

To advise on any problems relating to agricultural prices and other production that may be
referred to it by Government from time to time.

TR e e e e

To effectively integrate the recommended non-price measures with price-feconimendations . .-

and to ensure competitive agriculture.

The above-mentioned TOR is quite comprehensive, which covers a large number of aspects.
The general feeling of the committee is that these TOR require CACP to make its
recommendations about MSP keeping in view the interest of producers, consumers and overall
economy. The Commission holds detailed discussions with representatives of Farmers
Organisations/Associations and also undertakes field visits to different states so as to discuss
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various issues of current relevance to the farmers before formulating its Price Policy reports.
While making price policy recommendations, the interest of the farmers occupy the

commanding priority of CACP.

The committee notes that the existing TOR of CACP seeks to promote production, balanced
growth, sustainability, crop parity and some other economic aspects, which are quite relevant
and important. However, the TOR is completely silent about farmers’ concerns related to
viability of farming, profitability, adequacy of farm income, disparities between agriculture
and non-agriculture income, modernization of farming, agricultural infrastructure, input prices,
market development, and various other aspects affecting agriculture and agriculturists. All
these aspect are important for sustaining interest in farming and for well being of farmers.

The TOR 4 requires CACP to recommend from time to time measures to make price policy
effective. The Commission devotes a full chapter on demand-supply and efficacy of price
policy which includes the comparison of WPI of crops with MSPs, procurement policy and its
operation, market distortions in its various Price Policy Reports. In these reports, the
commission has been recommending setting up of additional procurement centres, especially
in the far flung areas to take care of the 'price assurance'. . However, these non price
recommendations of the CACP hardly get attention of the government as the Commission is
perceived as a body to make recommendation on the prices only. It is common knowledge that
price support policy is effective only in some crops namely paddy/rice, wheat, cotton and
sugarcane. Even in the case of paddy/rice and wheat, the MSP is not effective in all markets; it
is effective only in some states, where public procurement is in place. In several markets in
various states, prices received by farmers often rule below the MSP. This has been
acknowledged in the documents of Planning Commission and even in the reports of CACP.
This require concrete and effective mechanism to ensure that farmers receive at least that price
for their produce which has been given to them as assurance in the form of MSP.

The CACP should suggest and recommend mechanisms to ensurc that farmers are
appropriately compensated for the loss of revenue realization on their marketed surplus when
market prices in the harvest season rule lower than MSP. It is obvious that MSP cannot be
implemented everywhere through system of procurement. Therefore, alternative mechanisms
like Deficiency Price payment or Price Insurance should be put in place for price surety for all
the crops for which MSP is declared. However, DES pointed out that Deficiency Price
Payment as a price guarantee is not appropriate for India as this is prevalent in the countries
where only one or two crops are covered. Deficiency Pric e mechanism cannot be adopted for
India where 23 crops are covered under MSP. Instead there is a need to strengthen the
procurement o ensure MSP for the farmers whenever the market price falls below the MSP.
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According to DES, the procurement for ensuring MSP should be primary responsibility of the
State Governments which may undertake procurement whenever required.

The committee feels that the CACP should monitor farm harvest prices in the marketing
season for all important crops in all the states to oversee that farmers are not paid price below
MSP. If that happens, CACP should make immediate recommendations to government to
address the situation. The CACP should publish annual review of prices and various policies
affecting agriculture and farmers, which should be placed in the Parliament in budget session.
However, DES is of the view that there is no need for placing the report of CACP in the
Parliament. The various recommendations on various issues relating to CACP are discussed
in detail in the Parliamentary Committee on Agriculture, Parliamentary Standing Committee
on Demand and Grants and other such Committees.

Some aspects which seriously impinge upon producers’ interest are still not covered by the
existing TOR. The most notable among these is trade policy covering export/import
regulations and tariff. With the rising trade liberalization and globalization, instruments of
trade policy have started affecting farm prices strongly. The CACP does not seem to be
playing any role in relation to trade regulation on agricultural products. The tariffs, exports
and imports decisions are generally taken based on interest of consumers and industry. Many a
times, they cause kneejerk price shocks to producers. It has become almost routine to put
various types of restrictions on agricultural exports, when domestic prices go high. However,
imports are not strictly regulated in response to the requirements of producers and agricultural
sector. Though CACP, in its price policy reports gives recommendations related to trade
regulations on agricultural products however, the committee feels that CACP should be

consulted in all such trade policy decisions.

The Industry and other sectors have strong professional bodies like FICCI, CII, ASSOCHAM,
and PHDCCI to articulate their concerns and to lobby for policies in their favour. There is no
such pan India or regional professional body equipped with professionals to articulate interest
of agriculture sector and farmers. CACP is the appropriate body to articulate the concern of
farmers and agriculture sector and to advance interest of farmers.

CACRP is the appropriate body to articulate the concerns of farmers and agriculture sector and
to advance interest of farmers. The Committee recommends that the role of CACP should be
expanded and it should be renamed as “Commission on Agricultural Costs, Prices and
Policies”. The CACP should also be equipped with professional experts at senior level with
sufficient support staff to undertake analysis of various policies on food, agriculture and
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farmers. The Commission should submit quarterly report on (i) state of agriculture, food,
prices and (ii) state of farmers with list of policy recommendations to respond to the emerging
situation. The quarterly report should be placed before the Cabinet, like CACP report on Price
Policy, for considering its implementation. It is also recommended that CACP should be
involved in pre-budget consultations. The Commission should recommend specific policies
for improving the incomes of farmers in a focused manner. However, DES is of the view that
policy formulation is mandate of the Governmeni and this cannof be assigned to the
Commission and suggests that the various policy inputs provided by the CACP under various
price policy reports submitted by the CACP are given due consideration by the Government
which includes both price and non price recommendations.







COST CONGEPTS AND IMPUTATION

Cost Concepts and Imputation

The Commission formulates its recommendations in respect of the level of Minimum Support
Prices and other non-price measures, by taking 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

if) Changes in input prices

iti}y  [nput-output price parity

iv)  Trends in market prices

V) ' Demand and supply

vi)  Inter-crop price parity

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 estimates of Cost of Cultivation/Cost of Production, an important input for forming the
recommendation of MSP, are made available to the Commission through the Comprehensive
Scheme for Studying the Cost of Cultivation of Principal Crops, operated by the Directorate of
Economics and Statistics, Department of Agriculture and Cooperation, Ministry of
Agriculture, Government of India. These estimates take into account real factors of cultivation
and include all actual expenses in cash and kind incurred by the farmer in cultivation, rent paid
for leased in land, imputed value of family labour, interest value of owned capital assets
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(excluding land), rental value of owned land (net of land revenue), depreciation on farm
implements and buildings and other miscellaneous expenses.

The nomenclature and terminology of various cost concepts used for the purpose of fixing
minimum support prices are as under:

Paid-out Costs

i.  Hired labour (human, animal and machinery).
ii. Maintenance expenses on owned animals and machinery.

iii. Expenses on material inputs such as seed (home grown and purchased), fertilizer,
manure (owned and purchased), pesticides, insecticides, weedicides and irrigation.

iv.  Depreciation on implements and farm buildings (such as cattle sheds, machine sheds,
storage sheds).

v.  Land revenue and other taxes
vi, Miscellaneous expenses

vii. Rent paid for leased- in land.

Imputed Costs
i.  Value of family labour,

ii.  Rent of owned land; and

iii. Interest on owned fixed capital and working capital.

The following standard cost notations are used:

Cost AT: All actual expenses in cash and kind incurred in production by owner operator
Cost A2: Cost Al+ rent paid for leased-in-land
Cost Bl: Cost Al + interest on value of owned capital assets (excluding land)

Cost B2: Cost B1 + rental value of owned land (net of land revenue) and rent paid for
leased-in-land

Cost C1: Cost Bl+ imputed value of family labour
Cost C2:  Cost B2 +imputed value of family labour

Cost C3: Cost C2 plus 10 per cent of cost C2 to account for managerial input of the farmer.

11
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Generally, C2 cost is considered as one of the important factors while arriving at the
recommendation for MSP. This is a comprehensive cost as far as production is concerned and
it includes paid out cost and imputed value of inputs, services and resources contributed or
owned by farm family like usage of family labour, use of farmer’s own capital and use of own
land for the crop production activity. Since the inputs contributed by family are not transacted
with third party or in the market, their cost is arrived at indirectly through method of
imputations. Thus, even when MSP recommended is exactly same as the cost C2, some return
(income) will be accrued to the farmers in the form of imputed cost of family labour, interest
on fixed capital and rental value of owned land which is not the part of paid-out cost incurred

by the farmer in cash/kind.

Farmers have been raising the issue of proper valuation of their time, rental value of their land,
interest on capital, depreciation etc. and seeking more realistic treatment of these items.

Imputation of Family Labour

The family labour cost is computed on the basis of actual market wage rate in the locality or
statutory wage rate whichever is higher. This type of treatment does not recognize value of
farmers’ skills in terms of decision making, risk taking and his/her business acumen. Also, the
time spent by farmer on planning, general care on a day-to-day basis, visits to arrange inputs
and other resources for farm business, participation in farm related general activities is not
counted. Several members of the Committee note that the innovations and skills of the farmers
are not given due consideration while imputing their wage rates. Thus the committee feels that
counting time spent by farmers in production alone and valuing it at the wage rate of ordinary
labour is gross undervaluation of the farmer’s time, whereas it is felt that farmers should be
treated as expert in agricultural work. The committee suggests that head of the family (O
engaged in farming should be valued at skilled wage rates. In addition, cost C2 shg@&?ge@
raised by 10 percent to account for the risk premium and managerial charges of a farmer.
However, DES differed on this issue and alternatively suggested that 10 percent of the paid-
out cost including family labour (A2+FL) should be added lo cost A2+FL o account Jor the

managerial charges of a farmer.

Rental Value of Own Land

The land rent is estimated at present on the basis of prevailing rents in the village for identical
type of land or as reported by the sample farmers — however, this is subject to the ceiling of
fair rents given in the land legislation of the concerned state. The committee recommends that
this should be calculated at the prevailing rent or as the actuals reported by the sample farmers,

without any ceilings applied.
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Interest on Owned Fixed Capital and Working
capital

Interest on working capital is charged at the rate of 12.5 per cent per annum for half of the
period of crop, and, the interest on present value of fixed asset is charged at the rate of 10%.
These interest rates refer to interest charged by institutional sources. Farmers have to incur lot
of cost in terms of time and paper work and other formalities to get loan fiom institutional
sources. Thus, cost of borrowing is much higher than the interest cost. Some studies show that
in some cases non interest cost is higher than the interest cost. Thus, it is pertinent to include
in COC questionnaire information on cost of borrowing and consider it in cost of cultivation.
Many a times farmers are not able to get loan from institutional sources or institutional loan is
not adequate, and they borrow from non institutional sources and pay much higher interest
rates. Since Cost of Cultivation questionnaire contains information on source of credit and
interest paid thereon, it will be more realistic to use actual interest paid on institutional and
non institutional borrowings by loanee sample farmers to impute value of interest on owned

fixed capital and working capital.

It seems that charging interest on working capital for half of the crop season is based on
perfect flow of resources matching use of input. This does not hold good in agriculture. The
short term or crop loan are taken at the time of sowing of crops and repaid after the harvest.
Thus, interest is paid for full life of crop season. It is, therefore, suggested that interest on
working capital should be estimated for whole, not half, of the period of crop season, and on
an actual basis as paid by sample farmers.

Processing, Transport and Marketing Cost

The cost of cultivation data presented in CACP reports and Cost of cultivation reports of DES
does not include post harvest costs like cleaning, grading, drying, packaging, marketing and
transport of produce to market, incurred by farmers, before sale realization. However, such
costs are included in the Questionnaire of COC scheme. The Committee recommends that
these costs should form pait of COC. It is also recommended that appropriate risk margin
should be added to arrive at C2 cost of cultivation. However, on this issue DES outlined that
COC is ex-farm costs and calculated in Rs/ha, whereas marketing & transport costs are posi-
harvest costs and calculated in Rs/Qtl. Therefore, such costs cannot be the part of COC,
Alternatively, It is suggested that all these costs should be indicated separately while
forwarding costs estimates to CACP and CACP should add this cost to cost C2 while
considering them for MSP. It is opined that further study is required on risk margin.
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Projection of Cost

The cost of production and yield of a crop are not known at the time of announcement of MSP
for any given season. The cost data is available with 2-3 years’ lag. For instance, for the MSP
announced for marketing year 2014-15, the COC data in final form will be available upto year
2011-12. Some lag is obvious. Thus, CACP projects cost data for year “T” based on the base
data of year T-3 using rate of inflation in different inputs. In doing so, CACP assumes that
Fixed Cost does not change in the short run and uses a complicated methodology for
constructing Composite Variable Input Index (CVII). The components of this index are:
human labour (I1IL), bullock labour (BL), machine labour (ML), seeds, fertilizers, manure,
insecticides and irrigation charges. This method has two shortcomings as undet:

 In an inflationary economy it is not justified to assum® that fixed cost will not change

in 2-3 years.

o Iftechnological change is not happening, then growth in productivity necessitates input
per unit of output (I/O) to rise, implying increase in real average cost over time.

It is quite complex to deal with the second limitation, but it is very easy to address the first
one. The solution for this is to raise fixed cost component of cost C2 according to rate of
inflation in relevant variables included in fixed cost. The most important component of fixed
cost is land rent. The other components are interest on fixed and working capital and
depreciation of farm assets. The committee proposes following methodology to project various

items of fixed cost:

As regards the projection of interest on fixed capital, it may be mentioned that this component
can be easily calculated by accounting for the period for which the loan is taken as under:

o Interest and depreciation on fixed capital should be projected by raising them at the
rate of inflation in construction material.

o Intercst on working capital should be projected by raising it in accordance with
composite variable input index.

e Land rent should be projected by raising it by index number (WPI) of agricultural

commodities which is the main determinant of variation in land rent.

However, on this issue CACP expressed that fixed cost comprises of interest on fixed capital
and rental value of owned land. As regards depreciation on fixed capital and interest on
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Working capital (which is not the part of fixed cost) are separately projected. So, essentially
rental value of owned land and interest on fixed capital has to be considered Jfor projection of
Jixed cost. It was observed by CACP that rental value of owned land as projected by following
the suggestion made by the Committee turns out to be much lower than the corresponding
actual. The Committee suggests that CACP may separately explore devising a suitable
methodology for projecting the fixed cost in a manner that is close to the actual.

Averaging Cost

There are very large variations in cost across states and across farmers within a state. The
CACP uses average of cost of sample farmers in all the states to nationally represent cost of
production. This implies that about half of the farmers will have actual cost above the average
and the remaining half below the average level. As the level of MSP is generally higher than
the average of cost C2, the per cent of farmers whose cost is not covered by MSP is lower than
50%. According to a CACP working paper MSP covered C2 cost of 96 percent of sugarcane
production, 94 percent of barley, 93 percent of paddy, 92 percent of R & M and 88 percent of
wheat production in year 2010-11. Suggestions have been made in the past to take bulk line
cost rather than average cost for fixation of MSP; some have asked for the high cost state to be
used as a base cost for fixing MSP (Item 4.6 of the CACP 2008-09 report). The guiding
principle for this should be to strike a balance between efficiency consideration and maximum
coverage of farmers. One rule of thumb is to take average of efficiency criterion that uses
arithmetic mean and maximum coverage of farmers’ i.e 100%. This will imply that bulk line
~ cost comprising 75% [(50+100)/2] of farmers should be used to represent cost C2. DES at
present generates state-wise cost estimates for all the crops based on established estimation
procedure. However in order to have a maximum coverage of farmers, DES may examine the

bulk line cost as suggested by the Committee.

Sample Size and Sampling Method

Reliability and representativeness of cost estimates depend heavily on sample size and
methodology used for selection of sample farmers. Following suggestions are made to
improve representativeness and reliability of COC data:

1. Under the Comprehensive Scheme for Cost of Cultivation of Principal Crops, operated by
the Directorate of Economics and Statistics (DES), at present one sample village is
selected from each selected tehsil/block. The Committee suggests that two villages should
be selected in place of one village from each selected tehsil/block for wide coverage of
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sample villages. This will require increase of resources and man power commensurate with
increase in sample size to strengthen the system of collection of cost data from the farmers.

2. Operational holdings should be classified into 3 size classes, namely, less than 1 ha, 1-2 ha
and more than 2 ha, in place of present classification of 5 size classes and number of
operational holdings selected from each size class should be 3, 2 and 1 respectively i.e., six

units from each village.

3. (&) The Committee obscrved shortcomings in the present method of sample selection
where, the sample holdings selected for some of the minor crops are very small. The
Committee felt that selection of sample with probability proportional to area under minor
crops is expected to overcome this problem. On this the Committee suggests of modifying
the ‘existing sampling design by introducing sub-strata under each zone one as Normal
strata (for major crops) and other as Minor crop strata while selecting the tehsils/blocks,
and can be further extended while selecting villages within the selected tehsil.

(b)  For Cereals, Pulses and Oilseeds, at State level only those crops may be selected
under these groups so that they should cover at least 90% of the total area under these
groups respectively. For Jute, Coconut and Sugarcane, major growing states may be
selected in such a way that at least 30% of the area at all India level is covered. This may
increase the chances of reporting significant number of operational holdings growing
minor crops in the sample. This sampling methodology approach may be tried on a pilot
basis before final adoption.

4. To improve the quality of primary data collected and proper field supervision the ratio of
field supervisor and field investigator /field man should be 1:6 in place of present 1:10
ratio. However more field supervisor will be required for which necessary provision

should be made.

5. The present system of collecting information from the selected farmers/holdings for the
three year bloek period should remain unchanged. In order to reduce the time lag of
providing cost estimates generated under CS, an updated software need to be in place at

the earliest.

6. For generating reliable COC estimates state wise the commitiee recommend state-wise
minimum sample size of 300 operational holdings. It is, however, mentioned that with the
increase in sample size the sampling error will come down but the non-sampling error may

go up.
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7. At present, 23 crops are considered for fixing MSP/FRP and among these crops, some
crops have become rare/minor crops in terms of availability and the present sampling
design is primarily targeting the major crops, as result in the sample insignificant
(sometimes nil) observations for these rare crops are getting selected and reported. This
fact has already been noted by the Committee.

8. The suggestion to select the crops with PPS with area as rare crop area may not be the best
feasible solution. If PPS, with area under minor crop as size measure, is adopted the
process may exclude many blocks/tehsil from selection, as rare crops are generally not
cultivated in all the Blocks/Tehsils. Instead, committee may consider the suggestion of
modifying the existing sampling design by introducing sub-strata under each Zone as
Normal (for Major Crops) — strata and Rare crop strata while selecting the Tehsil/Blocks, it
can be extended further while selecting Villages within the selected Tehsil. This will
definitely increase the chances of reporting reasonable number of operational holdings
growing such rare crops. The sampling methodology may be tried on pilot basis before
adapting.

17



TARIFF, TAXES,CREDIT AND MARKET

Tariff, Taxes, Credit and Market

The committee feels that structure of tariff, taxes, credit and market have strong effect on cost
of production and output prices and consequently on farm income.

Tariffs

India has already sharply lowered actual tariff on import of farm produce. Though India’s
bound tariffs are strong to provide safeguards against cheap imports, the actual rates are quite
low. India needs to follow a policy of variable tariff involving rise in duty when international
prices are high and low rate of duty when international prices are low. Further, heavy and
persistent dependence on import of those commodities which are largely produced in the

country should be reduced.

India's oilseed sector has suffered serious setback due to import liberalization. Because of low
and declining tariff on vegetable oils, their domestic prices have remained adverse to Indian
producers and suppressed supply response. The price parity going against oilseeds needs to be
addressed adequately. Because of this, India is not able to harness potential of dryland and
marginal areas in raising oilseed output. The Committee suggests that tariff on both crude as
well as refined vegetable oils are fixed appropriately keeping in view farmer’s interest and to

allow oilseed sector to acquire competitive edge.

On export side, India does not have tariff regime on agricultural exports. Agri-food exports are
regulated by arbitrary non-tariff barriers. Whenever domestic prices tend to go high,
agricultural exports are restricted. Country has been frequently stopping export of various
agricultural products, whenever there was a fear of high increase in domestic prices. A closer
scrutiny of import and export policy indicate that India accorded very high priority to maintain
price stability, and a surge in domestic prices often led to more liberalized import and
restrictions on exports. This gives the impression that, in most cases, interest of consumers has
been placed above the interest of producers. The committee emphasizes that CACP must be
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consulted on tariff and trade policy for agricultural commodities and its producer-centric
recommendations should be valued.

Agricultural Credit

With the increased commercialization of agriculture and increase in use of modern inputs, the
amount and share of purchased inputs in agricultural production is increasing rapidly. Besides,
private investments in different types of assets like irrigation equipments, farm machinery and
land improvements are also required to increase or improve the efficiency of production and to
maintain growth in agricultural output. Farmers’ own resources are not adequate to meet
working capital and fixed capital requirement of agriculture. Therefore, farmers have to
borrow from external sources to meet these requirements. Unlike industry, agriculture sector
does not have access to market equity for raising resources and farmers have to borrow credit
either from institutional sources or non institutional sources like money lenders. Loans from
private sources, though very common, are often exploitative; available at very high rates and
the borrowers from such sources often fall into debt trap. In order to meet the credit
requirement of agriculture sector and to reduce dependence of farmers on money lenders and
other private sources several steps have been undertaken after 1970 to increase flow of
institutional credit to agriculture. As a result of various steps taken by the government, flow of
institutional credit to agriculture sector has seen tremendous growth.

Despite the increase in supply of institutional credit, cultivator households are not able to
come out of the clutches of money lenders and other non-institutional agencies. This calls for
initiating measures to check financial exclusion of large percent of small and marginal farmers
(including tenant cultivators and sharecroppers) from institutional financial system. A large
number of farms are managed by women farmers but land ownership invariably remains in the
name of male members of the family. Women farmers without land ownership title cannot get
agricultural credit from institutional sources. Another serious problem with institutional
finance is uneven flow of agriculture credit across States and Regions. Even within States,
there are sharp differences between credit flow to developed regions, regions with greater
access to physical infrastructure or regions closer to urban Centers as compared to under-
developed districts or regions.

Comprehensive measures are needed in terms of innovative products and services to increase
access to institutional credit. Complex documentation processes and high transaction cost in
taking loans needs to be urgently addressed. It is highly desirable to provide Kisan Credit Card
to all the farmers in the country and to raise its limit from time to time. There should be some
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control and regulation on usury and broad terms and conditions for agricultural loans from
money lenders and other private sources should be brought into force.

The Committee suggests that for each state, some minimum limit for supply of institutional
credit needs to be maintained. It recommends that at least 25 per cent of value of agricultural
output should be supplied as short term loan each year in every state. This figure corresponds

to value of non labour inputs in farming.

Market

Agricultural markets suffer from inefficiency, disconnect between prices received by the
producers and prices paid by consumers for agricultural products, fragmented and long
marketing channels, poor infrastructure and policy distortions. It is also found that in total
value added in production and marketing, the share of valuc-added in post-harvest segment is
rising and that in production is falling. In some cases, value addition in marketing is larger
than value addition in production. With farm size getting smaller day by day, income from
agriculture produce can be improved by enabling the farmers to get a share of value-added in
marketing by developing and strengthening marketing mechanisms which include producers
and their collectives as partners; special focus can be on women farmers’ collectives given the
concentration of most women workers in agriculture. Urgent reforms are needed in
agricultural marketing to achieve such goals and to address conditions prevailing in

agricultural markets.

The best marketing model for producers and consumers are those where producers sell directly
to consumers either as individual or as some sort of organization. Such models have been
developed in some states like Apni Mandi in Punjab and Haryana, Rythu Bazaar in Andhra
Pradesh and Uzhavar Sandhai in Tamil Nadu. Under these arrangements, farmers are allowed
to sell their produce as retail to consumers in the towns on selected days and time without
intermediaries, with express transportation facilities provided by the government in the case of
Rythu Bazaar for instance. The scale of operation of these marketing arrangements is quite
low as only farmers located in the vicinity of big towns can benefit from this form of
marketing. Similarly, there is the Hopcoms experience in Karnataka. Such innovative

marketing should be promoted on large scale.

Demand pattern of agricultural commodities both at consumer and industry level has been
changing rapidly towards processed products, quality products and specific traits. These
changes favour integrated supply chain rather than conventional marketing channels, assured
market rather than open market and specific produce rather than generic one. Such supply
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chains also offer a tremendous scope to reduce middlemen’s margin. A well-fanctioning
supply chain can reduce the cost of marketing by linking farmers more closely to processing
firms and consumers and guide the production to meet changing consumer preferences for
quantity, quality, variety, and food safety. Modem supply chain also often involves private
standards and their enforcement - that help coordinate supply chains by standardizing product
requirements for suppliers over many regions or countries, enhancing efficiency and lowering
transaction costs. The concept of supply chain is more beneficial to small holders who
dominate India’s agriculture. It is also suggested to promote institution of “integrator” to
assemble small produce and sell it in market on behalf of producers or own behalf,

A few experiments such as direct procurement backed with technical support have benefited
the farmers immensely. These indicate that participation of cooperatives and private sector
firms in marketing of agricultural produce under specific environment can help farmers. This
calls for a thorough review of the existing agricultural marketing policies and implementing
change that will bring the producer closer to the consumer.

Given the vastness and diversity of Indian agriculture, the country requires multiple
approaches including APMC mechanism, new models, and upscaling of successful
experiences like cooperative milk marketing, along with organised retail to impart efficiency,
competitiveness and modernisation of agricultural marketing. All states, in particular, need to
promote producers’ associations, producers companies, co-operative marketing societies to
improve bargaining power of producers in marketing and to raise the share of producers in
value addition in marketing, which is getting bigger and bigger. Most of the reforms needed in
agricultural marketing are proposed in model APMC Act. The states must implement model
Act in true spirit of competitiveness without diluting it to serve interest of particular group.
This will certainly pave the way for direct marketing, vertical co-ordination through contract
farming, provide alternative options to producers for sale of produce and create competitive
environment for services which are currently a monopoly of Agricultural Produce Market

Committee.

While increased participation of private sector in agricultural marketing is desirable, the
country also needs strong presence and participation of public sector and marketing models
based on participation of producers, like cooperatives, producer companies and producer
associations. Public sector in agriculture and food marketing is as much important for
competitiveness, as is private sector needed for improving efficiency. Public sector is also
essential to serve larger social goal of maintaining price stability through market operations.
Private sector has absolutely no interest in price stability, it rather benefits from it. This is
strongly borne by the global experience of last six years. It shows that in the wake of supply
shocks, countries like India, with strong presence of public sector in staple food, have
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succeeded in protecting its market against price volatility, whereas, many developing
countries, without public sector presence in food staples, have suffered seriously from price
shocks and volatility.

22






ANY OTHER RELATED MATTER

Any Other Related Matter

Modermn and progressive agriculture requires use of modern inputs like quality seed, fertilizer,
agro-chemicals, and efficient farm machinery. Farmers would go for use of these inputs if
these are available at reasonable prices, at right time and at right place and are of desired
quality. Incidentally, most of the public debate on agriculture policy concentrates on output
prices and much attention is not paid to input prices except to subsidies. In order to promote
use of modemn inputs to boost production and attain growth, it is essential to ensure

competitive environment for supply of farm inputs.

Seed is the most crucial input in agriculture. Till a few years back, public sector was the
dominant supplier of quality seed. With increase in demand for quality seed and with the
increase in participation of private sector in seed production being witnessed now, its price has
become an important issue. There are reports of abnormally high price being charged by some
private companies for seed. This kind of incidence is going to increase with commercialization
of molecular biology, which has opened new avenue for manipulating genetic traits in plants
and animals. This trend would entail not only production of seed but also other inputs such as
herbicides, pesticides, fungicides, fertilizers. This is giving rise to type of industry with
monopoly control over certain traits and products. Thus, in order to check market power of
one or a few firms to dictate input price there is a need to have regulatory authority on input
prices. There is also lot of confusion around pricing of feriilizer. In order to deal with all such
issues, the couniry need to set up a “Farm Input Competition and Regulatory Authority” with
sufficient powers to deal with issues related to farm inputs. However, DES is of the view that
in a market driven economy the input prices are also driven by the market forces; hence prices
of such inputs cannot be subject to a regulatory mechanism. There are various other
regulatory authorities are operational such as Competition Commission of India which

addresses the issue of compelition.

Problem of spurious inputs is assuming menacing proportion. The reports of supply of
spurious inputs (seeds, fertilizer and chemicals) are moving day by day from almost all parts
of the country. Spurious inputs not only cause loss in terms of expenditure on them but they
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cause much bigger loss in terms of return to the whole investment in production besides
causing loss of opportunity to earn living and income. There is a need for promoting
competition in input industry and for strong system of quality monitoring,
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Recommendations
Methodological issues:

1. Under the Comprehensive Scheme for Cost of Cultivation of Principal Crops, operated by
the Directorate of Economics and Statistics (DES), at present one sample village is selected
from each selected tehsil/block. The Committee suggests that two villages should be
selected in place of one village from each selected tehsil/block for wide coverage of sample
villages. This will require increase of resources and man power commensurate with increase
in sample size to strengthen the system of collection of cost data from the farmers.

2. Operational holdings should be classified into 3 size classes, namely, less than 1 ha, 1-2 ha
and more than 2 ha, in place of present classification of 5 size classes and number of
operational holdings selected from each size class should be 3, 2 and 1 respectively i.e., six

units from each village.

3. (a) The Committee observed shortcomings in the present method of sample selection
where, the sample holdings selected for some of the minor crops are very small. The
Committee felt that selection of sample with probability proportional to area under
minor crops is expected to overcome this problem. On this the Committee suggests of
modifying the existing sampling design by introducing sub-strata under each zone one
as Normal strata (for major crops) and other as Minor crop strata while selecting the
tehsils/blocks, and can be further extended while selecting villages within the selected

tehsil.

(b) For Cereals, Pulses and Oilseeds, at State level only those crops may be selected under
these groups so that they should cover at least 90% of the total area under these groups
respectively. For Jute, Coconut and Sugarcane, major growing states may be selected
in such a way that at least 90% of the area at all India level is covered. This may
increase the chances of reporting significant number of operational holdings growing
minor crops in the sample. This sampling methodology approach may be tried on a
pilot basis before final adoption.
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4.

S

10.

To improve the quality of primary data collected and proper field supervision the ratio of
field supervisor and field investigator/field man should be 1:6 in place of present 1:10 ratio.
However more field supervisor will be required for thorough scrutiny of data collected due
to increase in sample size for which necessary provision should be made.

The present system of collecting information from the selected farmers/holdings for the three
year block period should remain unchanged. In order to reduce the time lag of providing
cost estimates generated under CS, an updated software need to be in place at the earliest.

‘Counting of time spent by farmers in production alone and valuing it at the wage rate of

ordinary labour is gross undervaluation of the farmer’s time, whereas it is felt that farmers
should be treated as expert in agricultural work, The committee suggests that head of the
family engaged in farming should be valued at skilled wage rates. In addition, cost C2
should be raised by 10 percent to account for the risk premium and managerial charges of a
farmer. However, DES differed on this issue and alternatively suggested that 10 percent of
the paid-out cost including family labour (A2+FL) should be added to cost A2+FL to
account for the managerial charges of a farmer.

Interest on working capital should be estimated for whole, not half, of the period of crop
season and should be on actual interest paid out by sample farmers.

Land rental values should be based on actual rates prevailing in the sample villages or with
the sample farmers in particular without any ceilings fixed on the same.

Animal labour charges should be the full year’s cost taken as is, apportioned over the crop
area served, as per the reporting from the sample farmers and not only as per the number of
hours that the bullock pair works. Though DES informed that cost is computed like this
only, however, if there is any deviation from this method that should be avoided.

Post harvest costs like cleaning, grading, drying, packaging, marketing and transport of
produce to market, incurred by farmers, should form part of COC, It is also recommended
that appropriate risk margin should be added to arrive at C2 cost of cuitivation. However, on
this issue DES outlined that COC is ex-farm costs and calculated in Rs/ha, whereas
marketing & transport costs are post-harvest costs and calculated in Rs/qtl. Therefore, such
costs cannot be the part of COC. Alternatively it is suggested that all these costs should be
indicated separately while forwarding costs estimates to CACP and CACP should add these

cost to cost C2 while considering them for MSP.
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11. The committee observes that various items of fixed cost are not projected for the year for
which MSP is announced. Therefore, it recommends that Interest and depreciation on fixed
capital should be projected by raising them at the rate of inflation in construction material.
Interest on working capital should be projected by raising it in accordance with composite
variable input index. Land rent should be projected by raising it by index number (WPI) of
agricultural commodities which is the main determinant of variation in land rent. However,
on this issue CACP expressed that fixed cost comprises of interest on fixed capital and rental
value of owned land. As regards depreciation on fixed capital and interest on working
capital (which is not the part of fixed cost) are separately projected. So essentially rental
value of owned land and interest on fixed capital has to be considered for projection of fixed
cost. The Committee suggests that CACP may separately explore devising a suitable
methodology for projecting the fixed cost in a manner that is close to the actual.

12. In taking average of the cost at the riational level, the guiding principle should be to strike 2
balance between efficiency consideration and maximum coverage of farmers. One rule of
thumb is take average of efficiency criterion that uses arithmetic mean and maximum
coverage of farmers i.e. 100%. This will imply that bulk line cost comprising 75%
[(50+100)/2] of farmers is used to represent cost C2. DES at present generates state-wise
cost estimates for all the crops based on established estimation procedure. However in order
to have a maximum coverage of farmers, DES may examine the buik line cost as suggested

by the Committee.

Mandate of CACP:

3. CACP 1s the appropriate body to articulate the concerns of farmers and agricuiture sector
and to advance interest of farmers. The Committee recommends that the role of CACP
should be expanded and it should be renamed as “Commission on Agricultural Costs, Prices
and Policies”. The CACP, based on data collected in the Comprehensive Scheme to begin
with, should put out information on farm incomes for different crop complexes and specific
categories of farmers, and make recommendations related to farm incomes and remunerative
prices. The CACP should be equipped with 4 senior level experts with sufficient support
staff to undertake analysis of various policies on food, agriculture and farmers. The
Commission should submit quarterly report on state of agriculture, food, prices and state of
farmers with list of policy recommendations to respond to the emerging situation. The
quarterly report should be placed before the Cabinet like CACP report on Price Policy for
considering its implementation. However, DES is of the view that policy formulation is
mandate of the Government and this cannot be assigned to the Commission and suggests
that the various policy inputs provided by the CACP under various price policy reports
submitted by the CACP are given due consideration by the Government which includes both

price and non price recommendations.
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14. CACP should monitor farm harvest prices in the season for all important crops in all the
states“to-oversee that farmers are not paid price below MSP, lending legal sanctity to the
MSP recommended and declared. If prices fall below statutory MSP, CACP should make
immediate recommendation to government to address the situation.

I5. As price guarantee cannot be ensured through procurement everywhere, mechanisms like
Deficiency Price payment or Price Insurance should be put in place for price surety for all
the crops for which MSP is declared. However, DES pointed out that Deficiency Price
Payment as a price guarantee is not appropriate for India as this is prevalent in the
countries where only one or two crops are covered. Deficiency Pric e mechanism cannot be
adopted for India where 23 crops are covered under MSP. Instead there is a need to
strengthen the procurement to ensure MSP for the farmers whenever the market price fulls
below the MSP. According to DES, the procurement for ensuring MSP should be primary
responsibility of the State Governments which may undertake procurement whenever
required.

16. The CACP should publish annual review of prices and farm incomes, as well as various
policies affecting agriculture and farmers which should be placed in the Parliament in budget
session. However, DES is of the view that there is no need for placing the report of CACP
in the Parliament. The various recommendations on various issues relating to CACP are
discussed in detail in the Parliamentary Committee on Agriculture, Parliamentary Standing
Committee on Demand and Grants and other such Committees.

17. With the trade liberalization and globalization, instruments of trade policy have started
affecting farm prices strongly. The tariff and export and import decisions are generally taken
based on interest of consumers. The committee feels that CACP should be involved and
present its recommendations in all trade policy decisions.

Other Issues:

18. The committee feels that structure of tariff, taxes, credit and market have strong effect on
cost of production and output prices and consequently on farm income. Therefore, these
aspects also need to be considered beside price aspect to achieve goal of price policy.

19. Heavy and persistent dependence on import of food items like edible oils which are largely
produced in the country should be reduced. The Committee suggests that tariff on both
crude as well as refined vegetable oils are fixed appropriately keeping in view farmer’s
interest and to allow oilseed sector to acquire competitive edge. The committee emphasizes
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20.

2all:

22.

23,

that CACP must be consulted on tariff and trade policy and its recommendation should be

valued.

Unlike industry, agriculture sector does not have access to market equity for raising
resources and farmers have to borrow credit either from institutional sources or non
institutional sources like money lenders which are often exploitative. The Committee
suggests that for each state some minimum limit for supply of institutional credit, with
distinct limits set for different categories of farmers, need to be maintained. It recommends
that at least 25 per cent of value of agricultural output should be supplied as short term loan
each year in every state. This figure corresponds to share of various inputs (excluding

labour) value of output of crop and livestock sector.

Markets for agri-produce are not evolving with other developments; The demand pattern of
agricultural commodities both at consumer and industry level has been changing rapidly
towards processed products, quality product and specific traits. This calls for a thorough
review of the existing agricultural marketing policies and implementing changes that will
bring the producer closer to the consumer and also leave larger shares of the retail price

accruing to the producer.

Given the vastness and diversity of Indian agriculture, the country requires multiple
approaches including APMC mechanism, new models, and upscaling of successful
experiences like cooperative milk marketing, along with organised retail to impart
efficiency, competiveness and modernisation to agricultural marketing. All states, in
particular, need to promote producers association, producers companies, co-operative
marketing societies to improve bargaining power of producers in marketing and to raise the
share of producers in value addition in marketing.

In order to promote use of certain inputs to boost production and attain growth, it is essential
to ensure competitive environment for supply of farm input. Price and quality of seed and
other inputs have become contentious issues. In order to deal with all such issues the country
need to set up a “Farm Input Competition and Regulatory Authority” with sufficient powers
to deal with pricing, availability and quality aspects of farm inputs. However, DES is of the
view that in a market driven economy the input prices are also driven by the market Sforces;
hence prices of such inputs cannot be subject to a regulatory mechanism. There are various
other regulatory authorities are operational such as Competition Commission of India

which addresses the issue of competition.
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Annexure I

Constitution of The Committee And Terms of Reference (ToR)

No. A=b9oj2/203- A
Government of Indlz
E Minlstry of Agriculture
Departmant of Agricufture and Cooperation
¥rishi Bhawan, New Delhl

Dated: 1 April, 2013
OBRDER

Subject : Constitutlon of Committes to examine Methodoiogical Issues in Fixing Mintmum
Support Prices

LE L2 A0

With the appraval of the Competent Authorlty, 2 Committee has baen constituted to examing
the methodologics| issuas in fixing minimum support prices. The Composition of the Commitiee is 85

under:
Composition
1. Director, NCAP Chairman
2. Is{ea) o - : Member
3. Secrstary, CACP e Member
4. State Govi. Representatives: ) =
{1 Representative from Govl. of Andhra Pradesh Mamber
(i1 Representative from Govt. of Uttar Pradesh Member
5. -Reprasentatives of Er_idian Ccordinatioﬁ- Committee of Farmers’ Movements:
Shei Ajmer Singh Lakhowal . : Maraber
»Shrl Rakesh Tikait § . Meamber
Shri Yadhuvir Singh s Membar
Shri K.T.Gangadhar T : Member
wivis. Kavita Kuruganti Lo, ot . Mambar
6. Prof. R.S. Dashpande, ISEC . :;"",1‘: o Member
7. Dr, U.C. Sud, 1ASR Member
8. Adviser {Cost), DES . Member
9. Adviser {FE), DES Member
10. DDG, SDRD, NSSO Member

11. Adviser {Cost), CACP - Uy - ‘Member Secretary
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Terms of Reference

a}

b

fa"'}

Ta examine the existing manasta of the Commission for Agriculiurs! Costs and Pricas and
suggest whether - by vay of a réeas.fre qf responsg to tha rapidly changing external
environment arising in the waze of f-"c:e.raﬁz;tian, privatization and globalfzation — there is
nead to reposition the Commissionin tems'df' its mandats and remit.

To axamme the existing cost tencepts for e purposs of fixing minimum support prices and
suggast vamus factors induding cost of wansportation, markating, processing, storage sic.

to datemme MSP. Basldes, the Committes may alkso analyss the appropriatensss of
existing metheds followsd in imputing the value of {i} family labour; (i) rental value of land;

{1} interest on capital; {iv} depretiation on fixed Hems such as tractors, buliocks ete. and
recommend mezsurss for bnprovemant <6 a5 1o make them more realiste.

To examing the existing soucture of AT, Exes, credit, marke% g1, ghd to suggest varipus
measuras to make it most competitve ana remunarative 1o the farmaers in the waks oftrade

4 %efafmimn and globalization and also 10 encéurags diversifiad agricuitural growth,
o examine nmf other related and relevant matiers that are. important for Improving the

- system,

‘4

3

TADA wiﬁ be admwa o tﬁe Non-official Members of the Commitiee as par rules.
me Ca'nmr&e«zmavsubmmts report as ear‘yaspussibie

- [AKArera)
‘Under Secretary (Ea)
Govt. of india
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F.No. A—49011/2/2013 - EA }’{)\005 UL) (

Governmant of India

T » . /
Ministry of Agriculture
= Department of Agriculture & Cooperation
Krishi Bhawan, New Delhi 110001
; Dated the 17" April, 2013
ADDENDUM

Sub.: Constitution of Committee to examine Methodologleal Issues in Fixing Minimum Support Prices

Government of India, Ministry of Agriculture ordef No. A-45011/2/2013-EA dated 1% Api#t, 2013 Is
amended to add the following name in the Composition therein below S.No. 5 as a representa‘tive of the

indian Coordination Commitiee of Farmers’ Movements -

Shri Chokki Nanjunda Swamy - Mermber
{A.K. Arora)
Under Secratary to the Government of India
233879862
To : :
1, Chairman and alt Members of the Committes
2. Member Secretary of the Committee
3

Shri Chokki Nanjunda Swamy, National Coordinator, 636, Ideal Layout Homes, Raja Rajeswari
Magar, Bangalore, :

Copy for iInformation to:-

1 PPS to Secretary, Department of Agriculture & Cooperation
2. PPS ta Pr. Adviser, Department of Agriculture & Cooperation
3. PSiolS{EA}
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Annexure II

Minutes of Meetings

Subject: Minutes of the First meeting of the Committee to examine Methodological
issues in Fixing Minimum Support Prices

First Meeting of the Committee set up by Department of Agriculture & Cooperation, Ministry of
Agriculture to examine Methodological issues in Fixing Minimum Support Prices was held on 9™
May, 2013 at 3 PM in Room No. 138, Mahalanobis Committee Room, Krishi Bhawan, New Delhi.

- The meeting was chaired by Dr. Ramesh Chand, (Director, National Centre for Agricultural Economics
& Policy). The List of Participants is enclosed in Annexure— L

First of all, in the beginning, S.R. Joshi, Adviser, CACP and Member Secretary of the Committee
welcomed all the Members of the Comemittee for participating in the Meeting. Since this was the first
meeting, Member Secretary requested all the Hon’ble Members of the Committee to introduce themself
before starting the formal discussion. He stated that the Committee has been asked to examine

methodological issues as per Terms of Reference.

After the introduction, Chairman expressed his pleasure over the composition of the meeting as the
Members of the Commiitee belong to different fields relating to agriculture. He said that each item
covered under terms of reference of the committee will be discussed in separate meetings. He
reiterated to have a fresh look into the methodological issues in the rapidly changing econemic
scenario and external environment of the world. He expressed that the items covered under the MSP
regime are less and said determining MSP is purely technical process and the issue should be seen
broadly. The Chairman requested for detailed presentation from Directorate of Economics & Statistics
(DES) and Commission for Agricultural Costs and Prices (CACP) for determining cost to support
improvement, if any. Apart from this, he also requested DES to invite few representatives from State
Agencies/Universities who are collecting data to give presentation on their data supplied under
Comprehensive Scheme along with request to invite other concerned agencies to give their
presentation to make under understand their issues.

Shri Yadhuvir Singh, Representative of Indian Coordination Committee of Farmers® Movement
expressed that farming is no more a profitable activity. And, the credit on farmers is increasing
because his purchasing power is declining. The agricultural prices do not rise at par with other
products sold in the market, the cost fixation formula is partially based on Western Policy Scheme &
USA methodology where subsidy is provided to farmers to meet the deficit confronted by them but in
our price policy this provision has been left over so he emphasized that either fully European
methodology be adopted on our own methodology be designed as per Indian agriculture scenario. Dr
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Ramesh Chand intervened and said that service sector has gone up four fold as compared to agriculture
sector and this should benefit farm production and farm families.

Ms Kavita Kuruganti Farmers® representative expressed that the terms of reference of this committee is
same as that of Alagh Committee consitituted in the past on the same subject and this committee
should redesign its Terms of Reference. She also reiterated that MSP determining formula should be
reviewed so that farmers should get realization for their produce, on this Chairman intervened that
MSP is notional not statutory. He apprised that deficiency price payment is made in USA to
compensate the farmers if they get less price for their agricultural produce. Also, she raised the point
that in 2008, MSP was announced in such a way that it covered high cost states against the present
reality.

Sh. Bhagat Singh, a farmers’ representative raised the issue that producers’ security is completely
ignored by declaring less MSP for the members to understand the methodological issued before any
observation on the issues. Also, the market considers MSP as Maximum Support Price instead of
Minimum Support Price so the farmer in the open market realizes price even less than MSP. He asked
for a solution in this concern. DES was requested to invite state officials and other officials to make
preseniation on the methodology adopted in the field to collect the data by the field level.
Requirements to make market competitive because ultimate prosperity of farmers will not come

through MSP alone.

Dr. Sud, Director, Indian Agricultural Statistics Research Institute (IASRI) said that 8100 sample size
covering 27 crops across 19 states is very less. It should be enhanced and a survey for collecting data

should have broadened perspective like Agriculture Census.

Ms. Kavita expressed that CACP yield derivation is query based whereas, states derive it from crop
cutting experiments and thus Cost of Production comes low. She reiterated yield derivation should be
viewed in detail to increase Cost of Production. Main focus of the Commission should be on producers

and price depreciation should be given to farmers.

Shri K.T. Gangadhar farmers" representative expressed that Agricultrual universities are not providing
proper data to govt. and govt. is not taking care of producers but of consumers and hence farmers are

unable to pay their debts.

The Chairman concluded with the comments not to be fully dependent on MSP, famers should alse
grow horticulture, more profitable crops which are not covered under MSP regime for getting profit.

For the members to understand the methodological issues before any observations, the following
decisions were taken:

1) DES was requested to invite few representatives from State Agencies/Universities who are
collecting data to give presentation on their data supplied under Comprehensive Scheme along
with request to invite other concerned agencies to give their presentation to make understand

their issues;




ANNEXURES

2) DES was requested to give presentation on the methodology of Comprehensive Scheme for
collecting cost of production;

3) CACP may be requested to give a presentation on methodology adopted for MSPs,

Subject: Minutes of the Second meeting of the Expert Committee to examine
Methodological issues in Fixing Minimum Support Prices

The second meeting of the Expert Committee set up by Department of Agriculture & Cooperation,
Ministry of Agriculture to examine Methodological issues in Fixing Minimum Support Prices was
held on 7" August, 2013 at 10.30 AM in Room No. 142, Acharya Jagdish Chandra Bose Hall
Committee Room, Krishi Bhavan, New Delhi. The meeting was chaired by Dr. Ramesh Chand,
(Director, National Centre for Agricultural Economics & Policy Research). The List of Participants is

enclosed in Annexure— I.

Chairman welcomed all the Members and participants present in the mesting and Member Secretary
of the Committee briefed about the presentations to be given by Directorate of Economics and
Statistics, DAC and implementing agencies of Madhya Pradesh & Gujarat state.

Sh. T.K. Dutta, Adviser, DES started with the outline of the survey and apprised that the data
collection started since 1971, under the Comprehensive Scheme (CS), previously which was known as
Farm Survey. He also briefed on objectives of the survey under CS and stated how crop wise, state
wise estimates are generated for the use of CACP for determining MSP covering 19 major states. e
further expressed that, the crop complex method is adopted for covering 27 crops in 810 Tehsils
comprising of 8100 holdings. These surveys are conducted through implementing
agencies/universities. Total samples are pre fixed and are generally selected for a block of three years
and number of holdings generaily do not change over the years. The data collection mechanism
consists of 40 RTs (schedules) which involves all agricultural activities as well as inputs both in
physical and monetary terms to be filled in by field man on weekly/monthly/yearly basis, the data is
scrutinized, validated and refined before passing it to DES. Sh. Dutta further apprised that FARMAP
Software used currently is a binary DOS based programme being used since 1991, to utilize and
analyse the cost data. The software is obsolete and not user friendly and efforts are being taken to
introduce new system so that field man can directly send the information to centre.

In the meanwhile, Member from Punjab Sh. Lakhwal suggested that skilled labour rates be considered
for imputing family labour rate. Dr V.K. Singh, Director, Agriculture statistics from UP raised the
issue of land rent, and said that land rent varies from land to land due to different yields. Yields may
be over estimated or underestimated as reported by farmer as per his requirement on which Sh. Dutta
replied that derived yield rates are taken into account which is generated through the system of the
programming. Dr. S.S. Kalamkar, Hon. Director, Cost of Cultivation scheme S.P. University, Gujarat
told that land rent is different for irrigated and unirrigated land in Gujarat. Shri Dutta reported that
there is a time lag in data supplying to CACP due to delay in reporting of data from state govts; state
govis. collects data after completion of agricultural year. Dr. Sud, Director, [ASRI, opined that there is
no use of collecting data every year considering inputs used do not change every year on which
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Chairman apprised that cost is done on projection basis and agriculture is faced by fluctuations in
output, prices etc. it does not make any difference if projections be made two yrs before or 5 years
before, however, data can be made representative if year to year fluctuations can be captured in cost
with some in built mechanism in the estimates. Ms Kavitha also emphasized on data correctness. She
also expressed that farmers should be assured a good income even in a disaster year on which Sh.
Yudhvir Singh, Member suggested some mechanism should be introduced in cost to capture the
fluctuations occurred in agriculture.

The second presentation was given by Dr. Sahu, Field Officer, INKVV, Madhya Pradesh. He apprised
that cost data is collected with accuracy using Cost accounting method taking into account both
physical & monitory terms and then sent to DES after scrutiny and validation, he explained about how
the records are compiled by the staff. He suggested, that sample size be increased proportionately. He
reported that condition of small and marginal farmers is very poor and farmers are requesting for some
incentive.interms-of farm inputsin liet of questioning him daily for filling schedule. He requested if
some incentive is given to farmers then the data quality will definitely improve.

The next presentation was given by Dr. S.S. Kalamkar, Hon. Director, CS, S.P. University, Gujarat. He
informed that cost accounting method is used for data collection. Cotton and groundnut are major crops
grown in the state. Dr. Kalamkar, replied on the question of correctness of data that data is maintained
accurately. Dr. Sud intervened and expressed comcern over the data quality generated under
agricultural census on which chairman intervened and said such data could have some limitations but it

cannot be dismissed for use.

Though no formal presentation was given by U.P., Shri V.K. Singh, Director, Agriculture Statistics
from UP Govt. apprised that the survey is done by district agricultural deptt., sample is selected on the
basis of proportionate area under the crop. He expressed that rent of land is computed on the basis of
value of output reported by farmer for six months, the yield reported by farmers is also cross checked
by crop cutting experiments. He also reported that transportation and marketing costs along with
managerial cost are also included in total cost of crop, risk cost & profit per quintal @ 25% on cereals
and 30% on pulses is also given. A sub committee comprising of Minister, Principal Secretary, mandi
directors decides cost of crops under kharif, rabi etc.

Chairman intervened and told that crops are being sold 20% to 40% lower than MSP in UP mandis.
Member Secretary Shri Joshi informed that wheat procurement in UP is very low as compared to other
states and why farmers take their produce to adjoining states for selling their produce, this issue also
needs to be taken into consideration. Shri Rakesh Tikait, one of the farmer’s representatives, expressed
his concern over functioning of agricultural officers of UP state. He suggested, that, profitable MSP
with assured procurement should be given to farmers to increase production and suggested no crops
should be procured below MSP. He further expressed that farmers are shifting to towns due to deficit
of finance & farming not being a profitable activity any more. Farmer representatives from Andhra
Pradesh and Punjab expressed their views on MSP and cost and they also suggested for better MSP
with assured procurement to improve deteriorating conditions of small and marginal farmers.

The post tunch session started with the presentation of Sh. S.R. Joshi, Adviser, on Terms of Reference,
mandate and composition of the Commission along with likely impact of MSP on rest of the economy.
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He apprised that CACP also recommends non price measures like subsidy on fertilizers, irrigation
packages to lessen the burden on the farmers. He briefed about NBS policy and reiterated that subsidy
on fertilizers be stablised in such a manner that policy mechanism facilitate the beneficiary at ground
level. He made aware of the drip irrigation and fertigation techniques adopted by Maharashira state to
apply it for cost effectivencss and also informed that the recommendation of the Comimission are
submitted to DAC which are circulated to state governments and concerned Ministries for their

views/suggestions. He requested for any suggestions for further improvement on the abqve issues.

After this Ms. Kavitha, Member expressed her views that social security should be provided to farmers
alongwith assured MSP, and further said that MSP is unable to cover the cost of production of major
states therefore, C2 of high cost states should be considered as one of the factors for determining MSP
instead of Al India weighted average C2. She further spoke about the land rent which is taken as 1/5"
of the output value as uniform formula for this, rental value is not properly reflected, the committee
should look into managerial cost for farmers, whether interest on credit is taken from institutional or
some other source, she also suggested for looking for option whether risk cost (@ 1% margin) can be

included in cost.

Ms. Kavitha also highlighted that, the MSP is becoming procurement price and pointed out that
according to agriculture census data 9.2 million cultivators have been reduced in the last decade.

At last, Chairman stated that during the last 20-25years in seven to eight occasions price increase has
been given in MSP He stated that farmers are not always at the loss as the rent of land is inciuded in
the cost is a profit to them. Also, he requested that a copy of instruction manual of Comprehensive
Scheme along with a crop wise list of sample households from whom cost of cultivation (COC) is
collected may be provided to the members of the committee to understand the method, coverage and
concepts involved in data collection and composition. He stated that some new instruments are
available for direct data entry i.e. computer at farm level. He suggested that new devices such as CAFl
(Computer Assisted Personal Interview) need to be explored and used to process COC data instead of
old FARMAP package. He also made detailed discussion on evaluation of family labour (FL) stressing
on a point that FL need to be imputed at the wage rate of skilled labour rather than unskilled labour.
He expressed that commission is not an autonomaous body and questioned the present strength of the
Commission suggesting to have interaction with Chairman CACP to know the views of the
Commission on the structure, constitution, mandate and terms of reference of CACP.

Finally Member Secretary gave the concluding remarks thanking all the members of the Committee for

fruitfirl discussion.

Subject: Minutes of the Third meeting of the Expert Commitfee to examine
Methodological issues in Fixing Minimum Support Prices

The third meeting of the Expert Committee set up by Department of Agriculture & Cooperation,
Ministry of Agricuiture to examine Methodological issues in Fixing Minimum Support Prices was
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held on 13" November, 2013 at 11 am. in Room No. 142, Acharya Jagdish Chandra Bose Hall
Committee Room, Krishi Bhawan, New Delhi. The meeting was chaired by Dr. Ramesh Chand,
Director, NCAP (National Centre for Agricultural Economics & Policy Research). The List of
Participants is enclosed in Annexure— I.

Firstly, Sh. S.R. Joshi, Member Secretary (MS) of the committee welcomed all the members &
participants present in the meeting. He briefed the committee members on various issues discussed in
the last meeting viz., the presentations made on cost of cultivation survey under Comprehensive
Scheme (CS) (by Directorate of Economics & Statistics (DES) and its implementing agencies of states
of Madhya Pradesh and Gujarat) and cost projection methodology by CACP. He stressed on adoption
of uniform methodology for collection of data under the CS. MS reiterated that time has come up to
firm wp discussions on the different methodological issues related to the recommendations of the
committee to strengthen the MSP mechanism. He welcomed any other issue to be raised by the
members: of .the committee along with issue pertaining to strengthening and improvement of cost
estimates under the CS.

After this, S8h. Ramesh Chand, Chairman welcomed all the participants in the meeting and expressed
that the committee has broadly three Terms of Reference ie. review of existing mandate of CACP, the
methodology adopted by it while recommending MSP along with status of CACP in current economic
scenario and cost perceptions, specially for assessment of imputed costs, interest on working capital
etc. and third one is recommendation on import/export policies tariff/regulations, taxes on agriculture,
credit market related policies which can effect farmers income and prices. Chairman discussed on the
agenda paper given by DES and expressed that Dr. Sud, Director, IASRI can give better views on
statistical issues pertaining to cost calculation methodology viz., sampling design, sample size, weights
etc. Chairman-continued with the issue of farm labour and interest on working capital and suggested
that, imputation of farm labour should be as per the skilled labour rate and interest rate may be taken as
actual rate of credit taken by farmer from any institute or money lender. Sh. T.K. Dutta, Adviser, DES
added that review on economical and operational part, taxes, markets and other concepts have been
undertaken in the past, but no review has been undertaken on statistical aspect since inception of
Comprehensive Scheme and discussion by all the members in the Committee.

Sh. Dutta highlighted that reliability of CS data has been questioned from time to time along with
inadequacy of sample size. He added for some crops’ sample size is high as compared to other crops
and sampling error is not calculated which restricts efficacy and precision of CS cost estimates and this
is the right time to discuss on the improvement of statistical aspect of CS methodology. He proposed to
increase the sample size along with increase in man power to handle this. Ms Kavitha, the farmer
representative assured equal participation of farmers representatives in technical aspects and Terms of
Reference of the Committee. Chairman requested Dr. Sud to give his detailed view on sampling design
and techniques in the next meeting as being an important statistical aspect, he also expressed that a sub
group of the committee may also discuss later the statistical issues of CS methodology.

Sh. Sinha, JS, DAC, M/o Agriculture apprised the Committee that an agreement has been signed with
Space Application Centre, Ahmedabad, to use satellite imagining to assess production and productivity
of 12 to 13 crops, irrespective of sample size whenever, it is needed in any state of the country. On this
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issue Sh. Dutta expressed it will not help in generating cost estimates. Chairman highlighted that,
CACP while recommending MSP takes several factors into account apart from cost. Sometimes MSP
recommended is not very high due to high level of buffer stocks but still these are remunerative besides
suffer stocks and adverse international situation. He reiterated to look the past MSPs fixed/announced
which were as per the requirement of the economy and to align domestic prices with international
prices. The chairman informed that he discussed the issue of fixing MSP based solely on Cost of
Production with former and present chairman CACP. If MSP is to be fixed solely based on COP then
there was no need for a professional body like CACP. Cost based price fixation can be done
mechanically. Moreover, actual experinec shows that other factors were often considered to benefit
farmers and many a times MSP was raised based on other factors irrespective of cost. He sought and

welcomed independent views of the members on this.

Sh. Pasha Patil, the farmer representative from Maharashtra expressed that CACP should work in the
sole interest of farmers and expressed that there is a wide difference in the MSP declared for cotton by
the central govt. and cost assessed by their state govt., and also expressed dissatisfaction over the data
quality collected by universities for CS. Sh. Yudhvir Singh, the farmer representative intervened and
expressed that animal labour costs should be assessed for the whole year on which Sh. Dutta, Adviser,
DES apprised that expenses incurred even for upkeep of bullock for the entire year is taken into
account and all India average is taken for assessing bullock labour cost. Chairman supporied that
animal labour cost is calculated scientifically and actual wages of bullock labour is taken wherever, it
s available. In the meanwhile, Sh. Rakesh Tikait the farmer representative brought forward the issue
of Toan/ credit to farmers and said that they are not getling adequate prices for their produce hence
bound to either live in depression or divert towards other profession. Sh. Patil added that depreciation
of land value should also be taken into account as land loses its nutrient value with time and also
pointed that incidence of crop failure which occurs once in every five years should also be taken into
account while calculating cost. On this Chairman intervened and suggested some risk premium
mechanism should be devised to cover this as the estimates are generated in advance and also felt that
there is need to look into the divergence of cost estimates generated by states and DES. Chairman said
that suggestions of Sh. Lokhwal the farmer representative for considering state average yield and not
the sample vield for determining cost of production may also be taken into account.

Chairman expressed that the benefit of MSP is taken by 30% of farmers only, so mere suggesting MSP
is not sufficient, its implementation part should also be a point of concern. Chairman expressed his
concern over the shrinking role of CACP and gave opinion that CACP should have bigger role and
should be given powers to take decision on the matters related to trade and tariff policy, marketing
policies, recommendations on interest rate, credit, risk, taxation on farming, agricuttural land policy,
other agriculture matters. To do these things CACP should have experts on trade, marketing, credit,
production and other agricultural matters. The chairman suggested renaming CACP as Commission for

Agricultural Costs Prices and Policies.

On this issue Sh. Rakesh Tikait gave his view that there should be agriculture cabinet or any similar
kind of Committee on agriculture who can work out on regular basis on policies related to agricuiture
viz., import/export policies, distribution of fertiliser subsidy, linkage of MGNREGA scheme to
agricultural labour ,monitoring of MSP so that no procurement should be made below MSP. On this
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Ms. Kavitha added that CACP should have legal mandate having sole mandate of protecting farmers’
interest. Sh. Gangadhar another farmer representative suggested that NABARD and credit policies
should be reviewed and some sort of subsidy should be given to farmers. He alsc emphasized that
credit facilities to farmers should be strengthened so that they should not be forced to take loans from
money lenders at higher interest rates. .

Sh. Sud expressed that increasing sample size will benefit only major crops which is not in favour of
crop complex approach and if selection of minor crop area is done through unequal probability
selection, it will cover even those areas having minor crops.

In the concluding session Chairman briefed the deficiency price payment mechanism followed in
United States and suggested for a system under which farmers should register their quantity to be
marketed in market committee. If the prices of that crop falls below representative market, deficiency
prices should be paid to farmers to ensure a minimum guaranteed price to him. He added MSP could

‘not be effective-without this mechanism except for commodities procured for PDS, and this mechanism

will ensure farmers producing other agricuttural commodities like pulses and which is WTO compliant
also as it provides some sort of insurance and requested farmers representatives to think over this.
Chairman suggested MSP should be fixed but procurement price should be variable. It was also
suggested by some members that procurement should be made on the monthly basis which will lessen
burden on the procurement agencies and provide better prices to farmers he further added farmers are
well equipped to maintain a sizeable stock with them till the procurement is made.

Member Secretary concluded with vote of thanks to the Chairman and all the members present in the
meeting.

Subject: Minutes of the Fourth meeting of the Expert Committee to Examine
Methodological issues in Fixing Minimum Support Prices

The fourth meeting of the Expert Committee set up by Department of Agriculture & Cooperation,
Ministry of Agriculture to examine Methodological issues in Fixing Minimum Support Prices was
held on 1 August, 2014 at 11.00 AM in Room No. 142, Acharya Jagdish Chandra Bose Hall
Commitice Room, Krishi Bhawan, New Delhi. The meeting was chaired by Dr. Ramesh Chand,
Director, NCAP (National Centre for Agricultural Economics & Policy Research). The Secretary,
DAC, M/o Agriculture also grace the meeting with his presence and valued suggestions. The List of
Participants is enclosed in Annexure— 1.

Member Secretary Sh. S.R. Joshi welcomed all the members of the Committee and briefed on the
issues discussed in the last meeting. After that, first draft report of the committee, a communication
received on various points received from the Maharashtra Government and a note on technical issues
proposed by DES were circulated among all the members of the Committee for discussion on each
aspect which are associated with the TOR of the Committee.
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After this, Chairman welcomed all the participants in the meeting. To begin with, Chairman briefly
discussed the issues proposed by DES and then requested Sh. T.K. Dutta, Adviser, DES to throw some
light on the structure, functioning and methodology of data collection viz., sample size, no. of size
classes, selection of crops, choice of weights presently under the CS scheme. Sh. Dutta highlighted
crop complex approach undertaken for computing data under Comprehensive Scheme and expressed
that reliability of CS data has been questioned from time to time along with inadequacy of sample size
and proposed that the sample size can be doubled by increasing more villages in a tehsil which is
currently covering one village comprising of 10 farmers each, he suggested that weekly or fortnightly
assessment should be done for farming activity by the data collector/field man to cover maximum
semple holdings, as there is shortage of staff, also the farmer does not make expenses on daily basis, on
this Chairman intervened and supported the current practice of daily assessment by the field man
against the issue of shortage of staff he expressed that, the issue can be referred to the Govt. for
increasing the staff strength. Sh. Dutta, opined that, Dr. Sud, Director, IASRI can give better views on
sampling design and techniques, on this Dr. Sud expressed in the current scheme for some crops’
sample size is high as compared fo other crops, sampling error is not calculated, which restricts
efficacy and precision of CS cost estimates and he disagreed on increasing sample size to double. He
requested for the data to arrive at any conclusion on the sample size increase.

Afterwards, a small conversation set out on the points given by Maharashtra Governmerit. Ms. Kavitha,
farmer representative said regarding sampling that sample size should be decided in proportion and
percentage of the farm holdings Dr. Sud intervened and said that variability aspects should be taken
care of by adopting single crop approach rather than crop complex approach with probability
proportion to area to capture the major crops covered under sampling, on this Chairman suggested Sh.
Dutta and Dr. Sud to give their collective suggestions on the technical aspects of sampling. Ms.
Kavitha added that yield under irrigated and unirri gated areas should also be included under sampling.
On which Chairman informed that data is representative of both the areas.

Subsequently, the Secretary, Deptt. of Agriculture & Cooperation, M/o Agriculture joined the meeting,
Chairman apprised him of the sampling issues being discussed in the meeting. After hearing the
comments, Secretary presented his views elaborately and cleared some facets of the sample selection.
Dr. Sud added in the discussion that sampling error increases as the sample size increases and this
factor should also be taken care of. Ms. Kavitha added that, the yield reported in the Crop Cutting
Experiments (CCE’s) is low against that reported in the CS scheme and if the former ones are used it
will lead to jncrease in the cost of production on which Dr. Sud intervened and said there is no
significant difference in yields reported in the two surveys. The Chairman emphasized that, CS data is
more realistic as compared to CCE’s data. Issues on land rental value and assessment of family labour

rates were also discussed.

Consequently, the draft report circulated by Chairman was discussed; He suggested that, the committee
should strictly adhere to the Terms of Reference (TOR) given to this Committee prior to making its
recommendations before the govt. He expressed to modify the existing mandate of CACP and
mentioned TOR should have goals of national interests keeping in view achievability, interest of
farming community, farm mechanization, misbalance in farming and non farming sectors, profitability
of farming, agricultural infrastructure, import prices etc. CACP should recommend some price
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deficiency mechanism to ensure an appropriate compensation and price assurance to farmer. He added
that there should be an alternative price mecharnism of procurement, difference price payment or price
assurance.

Next he commented on trade policy, tariff structure and including expert from each field in CACP i.e.
by expanding the present structure and TOR of CACP so that it should function as a representative in a
recognized way for farmers. CACP should be Commission for Agricultural Costs prices and policies
since prices play a major role. He proposed 10% margin on C2 cost which should be given to farmer as
managerial, entrepreneurial cost, risk insurance etc., rent on owned land should be taken on the
prevalent land rate in the village, interest on owned fixed capital, working capital should be taken at the
prevalent rates, weighted interest rates should be taken as farmers borrow loan from govt. as well as
private institutions. Also, interest on working capital should not be taken for half of the cropping period
rather should be for the whole period and the costs of processing, transportation and marketing should
also be included in C2 cost. Presently CACP is only projecting variable cost and not the fixed cost on
this-Chairman suggested for projecting fixed cost, interest and depreciation can be projected by using
inflation rates in construction material and interest on working capital by using WPI of agricultural
commodities. Mandi taxes subject was also discussed in detail; however, Chairman gave opinion that,
it is a state subject. In the end, Chairman asked all the members of the Committee to give their
opinion/suggestions on different issues discussed during the meeting so as to incorporate them in the
draft report of the Committee. The meeting ended with thanks to the chair.

EE Ty
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List of Officers Associated with the Report of the Committee

Cost Division, CACP EA Division. DAC

1. Ms. Nidhi Satija, 1. Sh. A. K. Arora,
Assistant Director Under Secretary

2. Dr. Bhavik Lukka, 2. Sh. N.P. Mathur,
Economic Officer Section Officer

3. Sh, S.K. Srivastava, 3. Sh. Sandeep Biswas,
Senior Statistical Officer Assistant
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