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Don’t blame farmers
for being unreasonable

They are paying a heavy price because India still doesn’t
have a coherent and holistic agrarian policy framework

esponsestoIndia’sagrarian crisis
can be best described by the story
of blind men feeling an elephant.
One set feels that all that needsto
bedoneisensuring that Minimum Support
Prices(MSP) guaranteereturns of 1.5 times
over C2, and not A2+FL measure of costs.
The basicdifference between A2+FLand C2
costsisthat thelatter includesthe imputed
value of rent of land, which can be
described as the opportunity cost of farm-
ingforaland-owning household. Another
set of people believe that an overhaul of
warehousing and processing infrastruc-
tureis thesolution to the problem. Lack of
the same is a bigreason why producers of
horticultural productssee alot of their pro-
ducewasted and can donothing when sud-
den glut or other factors lead toacrashin
prices. Then there are those who think that
middlemen are the biggest problemin agri-
culture, because they squeeze farmers’
margins. In principle, there is nothing
wrong with sucharguments. But the situa-
tion at hand is much more complex.
Thisis borne out by the continuing crisis
inthe sugarcane and milk production sec-
tors. Farmers’ anger over pending sugar-
canearrearscame into the limelight after
the BJP lost theby-pollin Kairana in Uttar
Pradesh. Sugar mills, which are supposed
topayfarmers, blame the non-paymenton
unsold sugar stocks and fallin sugar prices.
Milk producersin Maharashtrawere pro-
testingdemanding a hike in prices offered
tothem by dairies. In an article published
inthe Indian Express, Harish Damodaran
has reported that milk prices offered by
dairies in Maharashtra have fallen by
around Rs5-8 perlitre in the last one year.
Thearticlealsowarnsthat the crisis in both
these sectorscould worsen in the next few
months as production will increase. The
irony is that these two sectors do not face
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the usual problems that have been dis-
cussed above. Incase of sugarcane, the big-
gerissueisnon-paymentofpricesfor crops
rather than prices being lower or non-pro-
curement. The dairy sector is among the
few success stories of the cooperative
modelinIndia.

Herein lies an important and often
under-appreciated aspectof India’s agrar-
lancrisis. Itisnotconfinedto areas where
there isnoprocurement or there isalack of
processing and storage facilities. Sugar-
caneand dairy are bigexamples of this. The
probleminthesesectorsisrootedina pro-
longed mismatchindemand andsupply. If
sugar mills and dairies start going bank-
rupt because they cannot sell sugar and
milk powder,evensuccessful institutions
and mechanismssuch as cooperatives for
dairies and fair and remunerative prices
forsugarcane are bound to lose their rele-
vance. There isnothing to guarantee that
the government starting procurement of
food grains at desired MSPs and prolifera-
tion of storageinfrastructure will not lead
to a similar glut in other commodities.
Afterall, itisfair to expect that better prices
and logistical facilities will encourage
farmers toincrease production.

Logically speaking, there are two ways
outofsuchacrisis. Either we put a volun-
tary limit to agricultural growth, or ensure
that domestic consumption or export mar-
kets make sure that rising production is
disposed ofina proper manner.

The first, as is obvious, will entail a
freeze onagricultural incomes, something
we cannot afford. The second willnot hap-
penonitsown. Unlessincomesinagricul-
turerise significantly,average Indiandiets
areunlikely to diversify tolevelswhich will
increase the demand for agricultural prod-
ucts. A large scale export push will also
requireintervention by the state, given the
uncertainties which cloud the global trade
regime today and the dominance of cartels
in export of important agricultural prod-
ucts. The problems which have been dis-
cussed above are far easier to list than
solve.Itisalsoafactthatthereisalimitto
how much the state can intervene to make
surethat agricultural markets are always
inequilibrium.

However, what it does underline is the
pitfalls of handling an agrarian economy as
big as India’s without a holistic policy
framework.

State intervention, which often works in
silosand isdriven by short term considera-
tions, often ends up creatingmore contra-
dictions than it can solve. It is unfair to
blame farmers for being unreasonable
when thereis neither coherencenor larger
reasoninouragricultural policy.
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