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Q-Explain the agricultural pricing and procurement policies of government of India. 

Ans-As of my last update in January 2022, the agricultural pricing and procurement policies of 
the Government of India are multifaceted and aimed at supporting farmers, ensuring food 
security, and stabilizing agricultural markets. Here's an overview of some key components: 

1. Minimum Support Price (MSP): The government announces MSPs for various crops to 
provide a floor price to farmers. MSPs are set based on recommendations from the 
Commission for Agricultural Costs and Prices (CACP), considering factors like input 
costs, market prices, demand-supply dynamics, and farmers' interests. 

2. Procurement Operations: Government agencies such as the Food Corporation of India 
(FCI), National Agricultural Cooperative Marketing Federation of India Ltd. (NAFED), 
and state agencies undertake procurement of crops at MSPs. Procurement is primarily 
targeted towards cereals (like wheat and rice) and pulses, although MSPs are announced 
for several other crops too. 

3. Public Distribution System (PDS): Procured grains are utilized for the PDS, which 
provides subsidized food grains to below-poverty-line families and other eligible 
beneficiaries. 

4. Price Support Schemes: Apart from MSP-based procurement, the government also 
implements price support schemes such as Market Intervention Scheme (MIS) and Price 
Support Scheme (PSS) to support farmers during price crashes.  

5. Market Reforms: The government has been introducing reforms aimed at liberalizing 
agricultural markets, such as the introduction of electronic National Agriculture Market 
(eNAM) platform, which aims to create a unified national market for agricultural 
commodities and improve price discovery mechanisms. 

6. Direct Benefit Transfer (DBT): The government has been exploring the possibility of 
implementing DBT for agricultural subsidies, wherein subsidies are directly credited into 
farmers' bank accounts.  

7. Price Stabilization Fund (PSF): The government maintains PSF to intervene in markets 
during price fluctuations and stabilize prices of essential commodities, including 
agricultural produce. 

8. Export and Import Policies: The government regulates exports and imports of agricultural 
commodities through policiesto  balance domestic availability and international demand, 
ensuring stable prices in the domestic market. 

These policies undergo revisions and adjustments periodically based on changing agricultural 
dynamics, market conditions, and policy objectives of the government.  
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Q-Explain the role of agriculture in economic development in India. 

Ans- Agriculture has historically played a crucial role in the economic development of India, 
particularly due to its significance in terms of employment, food security, and contribution to 
GDP. Here's a concise overview of its role: 

1. Employment Generation: Agriculture is the largest employer in India, engaging a 
significant portion of the population, especially in rural areas where employment 
opportunities outside agriculture are limited. It provides livelihoods for millions of 
farmers, agricultural laborers, and related agribusiness workers, thereby reducing 
unemployment and underemployment. 

2. Food Security: This sector provides the bulk of food grains, fruits, vegetables, and other 
essential food items consumed by the population. Ensuring adequate agricultural 
production is critical for meeting the nutritional needs of the growing population. 

3. Contribution to GDP: Agriculture contributes significantly to India's GDP. It provides 
raw materials for various industries, supports rural infrastructure development, and 
generates income for farmers and rural households. 

4. Market for Industrial Products: Agriculture serves as a market for industrial products 
such as machinery, fertilizers, pesticides, and farm implements. The growth of the 
agricultural sector stimulates demand for these inputs, fostering the growth of agro-based 
industries and creating additional employment opportunities. 

5. Rural Development: The development of agriculture is closely linked to rural 
development in India. Improvements in agricultural productivity, infrastructure, and 
market linkages contribute to overall rural development by boosting incomes and 
reducing poverty. 

6. Foreign Exchange Earnings: Agriculture also plays a role in earning foreign exchange 
through exports of agricultural commodities such as rice, wheat, spices, tea, coffee, and 
fruits. Export earnings from agriculture contribute to India's foreign exchange reserves 
and help stabilize the balance of payments. 

In conclusion, agriculture remains a cornerstone of India's economic development, providing 
employment, ensuring food security, contributing to GDP, fostering rural development, and 
supporting industrial growth and foreign exchange earnings. Sustainable growth and 
modernization of the agricultural sector are essential for achieving inclusive and balanced 
economic development in the country. 

 


