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Explain the concept of Minimum Support Price (MSP)
and analyse how it can help farmers overcome the
challenges of low and unstable income. (150 words)

MSP is a government-initiated market intervention to protect farmers from sharp price
drops during bumper harvests. It aims to prevent distress sales and ensure food grain
procurement for the Public Distribution System (PDS).

How MSP Functions

Declared for 23 crops by the Government of India based on recommendations
by the Commission for Agricultural Costs and Prices (CACP).

Ensures procurement at MSP through government agencies when market prices
fall below support levels.

Offers farmers an alternative if mandi or private prices are too low.

How MSP Helps Avoid Low-Income Trap

Prevents distress sales by assuring a minimum price.
Encourages production due to price security.

Aids in crop selection with advance price information.

» Reduces dependence on moneylenders by ensuring stable income.
« Acts as a benchmark for private buyers to offer competitive prices.

Challenges in Implementation

« Uneven MSP procurement across states and crops.

« Limited impact on pulses and oilseeds.

« Encourages monoculture, particularly of rice and wheat.

« Reduces quality incentives due to guaranteed pricing.

« Excludes many regions due to poor implementation infrastructure.

The objectives with which MSP was introduced has been only partially met. Hence,
reforming the MSP procurement system is the need of the hour.
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