
 

Introduction: 

 

The Minimum Support Price (MSP) is a government-determined minimum 

price for certain agricultural goods that would be paid directly to farmers. It is 

recommended by  the Commission for Agricultural Costs and Prices (CACP) 

and approved by the Cabinet Committee on Economic Affairs. 

 

Body of the answer: 

 

Challenges associated with the MSP: 

1. WTO issues: Numerous nations have challenged India's MSP system for 

many crops in the WTO. For example, Australia has protested about the 

MSP on wheat.  

2. Stagnant MSP rates: Despite being declared every year, the Minimum 

Support Price does not rise in proportion with the rising manufacturing 

costs. 

3. Uneven Distribution: The benefits provided by the government through 

MSP are not available to all farmers equally. The plan is not being 

implemented effectively in certain parts of the country. 

4. Promotion of unsustainable water-intensive crops: such as rice and wheat 

which would result in stubble burning indirectly. 

5. Increment in the buffer stock capacity: The government's food reserves 

are already more than triple the buffer needed. 

6. Decline in competition: Any government intervention suffocates 

competition  impacting the agents who buy the crops at a cheaper price 

and then sell them at a higher price to profit. This mostly disrupts the 

work of those who sell the farm's outputs on the open market. 

 

Despite the MSP's severe problems, it has been effective in the following areas: 

1. Effective in transferring money to rural communities and combating farm 

inflation. 

2. High incomes of the farmers: They were able to invest more in 

infrastructure and equipment as a result of higher income. 

3. MSP encouraged farmers to produce certain crops, resulting in greater 

output. It also encourages the cultivation of some food crops that are in 

limited supply. 



 

Way forward: 

1. Creating awareness among the farmers: The information must be shared 

at the grassroots level to improve the negotiating power of the farmers. 

2. Farmers should be able to get their MSP rate on the spot, encouraging 

them to increase their output and produce more marketable surplus. 

3. Upgradation of the farm infrastructure: such as cold storage buildings and 

warehouses for perishable goods, so that surplus output is not squandered. 

For e.g: Agriculture Infrastructure Fund, a new pan-India Central Sector 

Scheme 

 

Conclusion: 

Overall, the MSP has been successful in establishing a floor cost for important 

food grains and other agricultural products. It did not allow market prices to go 

below the MSP most of the time. As a result, the MSP should be maintained 

since it protects farmers from unfavourable market conditions by guaranteeing a 

minimum return on their output, but new issues must also be addressed in order 

to improve its efficacy. 


