
   Minimum Support Price (MSP) is a fixed price paid by the Government of                                 The Government has fixed MSPs for 23 crops + 1 FRP for Sugarcane 

             India to farmers whenever they procure a particular crop.                                                     7 cereals - paddy, wheat, maize, bajra, jowar, ragi and barley 

        It is fixed prior to the sowing season to encourage higher investment                                            5 pulses - chana, arhar/tur, urad, moong and masur 

                                        and production of agricultural commodities.                                                              8 oilseeds - rapeseed-mustard, groundnut, soybean, sunflower, sesamum, toria, safflower 

            It is to be noted that MSP cannot be altered at any given situation.                                                                    and Niger seed. 

              The Commission for Agriculture Costs & price (CACP) recommends MSPs for                                     4 commercial crops - cotton, sugarcane, copra and raw jute 

                  mandated crops and Fair and remunerative price (FRP) for sugarcane. 

 

 

 

 

 

 

 

 

 

 

                    The Commission for Agricultural Costs and Prices (CACP) determines                                                           It acts like a buffer to protect the farmer in case the price of the commodity  

                                      the MSP based on the formula derived from the Swaminathan Committee.                                               produced by the farmer falls below the market price due to 

                 A2: It covers all the expenses incurred by farmers on seeds, fertilizers, chemicals,                                                      bumper crop which causes a glut in the market 

                                             hired labour and so on.                                                                                                             The guaranteed price for the crops and assured markets encourage higher 

            A2+FL: It covers actual costs and an assigned value of unpaid Family Labour.                                                                investment and adoption of modern farming practises.  

      C2: It covers A2+FL, in addition to the revenues forgone on owned land and fixed capital assets.  
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        The MSP mechanism has been beneficial in transferring incomes to rural areas                                      Less than 6% of farmers sold their produce at the minimum support price. According  

                                                   and to counter farm level inflation.                                                                                to a survey by National sample survey many small and marginal farmers are  

           It can also counter the agricultural distress brought on by natural hazards in the                                          unaware of the concept of minimum price and the benefits are taken away 

                  country. It gives farmers hope of earning more in the new sowing season.                                                                                                                                  by large farmers. 

             MSP will encourage the farmers to grow nutritional crops. It will help in changing                                     As MSP is declared by the Union Government most of the States do not have the  

                                              the cropping pattern which was long due.                                                                                             funds to procure crops at rates announced by the center. 

                 Higher profits for the farmer will also help them to invest in necessary infrastructure                              In order to meet the obligations under the NFSA, 2013 mostly only paddy and 

                                                and equipment.                                                                                                                                 wheat are procured regularly and in bulk by the Government agencies.  

                                                                                                                                                                                                                  For all others the procurement is irregular so there is no incentive 

                                                                                                                                                                                                                             or bankability for the farmer to produce other crops. 

 

 

 

 

 

 

 

                   The procurement price of a commodity refers to the price at which                                    To ensure and encourage the production of crops, the government adopts a liberal 

              the government procures the commodity from producers/manufacturers                                                        procurement policy known as open-ended MSP. 

            for maintaining the buffer stock or the public distribution system.                                      Open-ended MSP does not have any procurement targets, instead, the government 

     The Minimum Support Prices become the procurement price as the government                  allows procurement agencies like the FCI, to buy whatever is offered by the farmers for  

                  purchases crops from the farmers at MSPs.                                                                                                                                 sale at MSP. 

     Advantages of MSP 
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             The Commission for Agricultural Costs and Prices (CACP) was initially known as the Agricultural Prices Commission. It came into existence in January 1965. 

                It was renamed as the Commission for Agricultural Costs and Prices in 1985. 

                   It is a statutory panel under the Ministry of Agriculture & Farmers’ Welfare, Government of India. 

                      The CACP is an expert body that recommends the MSPs of the notified Kharif and Rabi crops to the Cabinet Committee on Economic Affairs (CCEA).  

                         Its suggestions are not binding on the Government. 

                            The Commission comprises a Chairman, Member Secretary, one Member (Official) and two Members (Non-Official). The non-official members are representatives of the   

                                                                                                                    farming community and usually have an active association with the farming community. 
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