
Question: Recently, there has been a demand to review of open-ended 

procurement policy. What is the policy about and how does government decides 

the Minimum Support Prices (MSP) for farmers? (250 words) 

Answer: 

As the debate surrounding the review of open-ended procurement policy has 

started gaining momentum, following a recommendation by the Commission 

for Agricultural Costs and Price (CACP) to the Centre government, several 

farmers and farmers’ bodies in Punjab and Haryana have hinted that any move 

to stop or limit it would be opposed and resisted. 

Under open-ended procurement policy, government agencies buy whatever 

quantity of wheat and rice is brought by farmers into the mandis (wholesale 

markets), within the stipulated time and which conforms to fixed quality 

parameters for Central pool. 

  

 

Procedure to determine MSP 

 CACP submits its recommendations to the government in the form of 

Price Policy Reports every year, separately for five groups of 

commodities namely Kharif crops, Rabi crops, Sugarcane, Raw 

Jute and Copra. 

  

 Before preparing aforesaid five pricing policy reports, the Commission 

draws a comprehensive questionnaire, and sends it to all the state 

governments and concerned National organizations and Ministries to seek 

their views. Subsequently, separate meetings are also held with farmers 

from different states, state governments, National organizations like FCI, 

NAFED, Cotton Corporation of India (CCI), Jute Corporation of India 

(JCI), trader's organizations, processing organizations, and key central 

Ministries. 

  

 The Commission also makes visits to states for on-the-spot 

assessment of the various constraints that farmers face in marketing their 

produce, or even raising the productivity levels of their crops. 



  

 Based on all these inputs, the Commission then finalizes its 

recommendations/reports, which are then submitted to the government. 

  

  The government, in turn, circulates the CACP reports to state 

governments and concerned central Ministries for their comments. After 

receiving the feed-back from them, the Cabinet Committee on 

Economic Affairs (CCEA) of the Union government takes a final 

decision on the level of MSPs and other recommendations made by 

CACP. 

  

 Once this decision is taken, CACP puts all its reports on the web site for 

various stakeholders to see the rationale behind CACP's price and non-

price recommendations. 

 

The policy is an integral part of the agricultural price support policy for the 

two most important cereals: rice and wheat. A review of it will constitute an 

examination of its basic structure. 

 


