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 S TE P P RI CI N G S Y S
.

 TE jm

The ne w pr ic ing sy st em i i the bas i c pre - req ui si te for ope ra t ion o f CS P
.  -

.
 h

Cen t res. The farm er s sha l l get at trac ted to the cen t re and tend to

u se i t s ser v ice s o n l y w hen t h e r e i s n o E i n anc i a l d i sa d v a n tage to t hem .

Un de r t he e x i s t i ng pr ici ng s y s t em , the r e i s unce r ta i n í t y o f p r ice i nc rease
1

under t he norm al m arke t forces during the lean per iod. Thus fa rm er

is no t sure whe ther he . w il l ge t com pensa tion for t he cos ts incur red

b y h im b y ho ld in g h i s s t oc k. A s a r e su l t , h e p r e fe r s to se l l h i s pr od uc e

,. �    im m ed ia tel y ha rve s t. I n ca se , he i s a ssu r ed of a ce r t a i n m i n im um re t u r n
  ,     - .. on his held stocks, he will no t m ind storing his produce and then sell ing

 .t it ín the lean season. The new pricing system for procurement of agri-�
i ' c u l t ura l prod uce ha s be

.
 en dev iced an d d i scussed i n t he v ie w o f th i s

i

1
!
:,, requi r em en t.

, C U R R E L  T S YS T E M

The cur ren t system of pr ice fi xat íon a llows a single procurem en t pr ice

!
,,
,.
 

 ,

 for an agricul tural produce. The proc urem en t pr ice is in the form of

'

  suppor t price, fi xed by the governm e , I t on recom m enda tion from Agri-

    cult ural Prices Com m ission. The pr. ice is norm al l y fi xed befo re the

ha rves t of ' the crop. The procurem en t is done by the governm en t a genc ies

)  ,  at the s,ppo,t p,,.ce
, t,us ,,.x.e,. The con,equen,es o, s,.,g,e p,,.c.

r ' '''' '
   system are as fol lows.  
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 _ The p,odu,e ,.s b,ought by the f,,m e,, to the m ,,ket ,o, s,le , , , ed 

,

'''

'
 '

 after harvest. Since
.

 all the farm ers bring their produce to the m
'

arket

in a very short span of tim e, there is heavy rush in the m arket. As
..
   

a . result, , arket infrastructure is over-strained and farm ers have to

face various difficulties in disposal of thei
_

r produce.

- As arrivals are lim ited to a short period of tim e, the procurem ent agenCieS

operate in the m arket for a lim ited period. Thus, the facility of support

price is available to the farm ers only for a short períod. Thereafter

the prices are determ ined by the traders w ho tend to exploit the farm'ers
.

' This be,om es cause as well as effect of quick disposal and non-retention

,

'

   '\\ of the produce by the farm er.

,t - The procurem ent agencies also experience an uneven load. While the

procurem ent staff is overburdened during the short period after harvest,

it has l,ck of work during other tim e and has to be diverted to other

jobs.

- The rush purchases by various procurement agencies also resultSin poor

quality control of the procured produce. The short period available

with the f,rm ers also does not allow them to clean and dry their produCe

before taking it to th  market. Thus, the gor ds procured, in many CaSeS,

. ' do not meet the specifications and deteriorate faster.

- Art r h,rvest of one crop, the farmers have to start procurement of

inputs and preparation of field for next crop. Any  delay in sowing O,

inability to procure inputs has an effect on the yield of neXt C,Op.
  
 ,

  ,  
Thus, the intervening tim e is very crucial for him . But, a part of this

tim e is lost by him in m arketing of produce and arrange m oney fO,

M eeting his
 .

requirem ents for next crop. He can save tim e if the m arketing
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,,�,. '.,,.\ O pe r a t i O n S C a n be pO S t ßO n ed a nd C f e d i t i S a V a i l ab l e t O hl' M .!
,

 '
"

 .
 Thus ; t ; s seen that t he cur re n t sys t em o f s i ngle procu r em en t p riCe

induces un-necessary rush and stra in on the m arke ting SYS teM , PrOCUfe-

m en t agenc i e s as we l l as t he prod uc er s. The sy s tem need s to be fe p laCed
 
,
 t

by an alt e rn a t i v e s y st em w hic h a l lows the fa rm  er s to se l l h i S prOdUCe
' 

a s a n d W h e n h e W a n t S W i t h O U t a n y

' to h im .

STE P P R ICI N G S YSTE im

In troduc t ion 'o f s tep- pr icing sys tem i s p
.

 roposed in plaCe O f fi Xed Pri Ce

!
.  t sy s t em. un de r t h i s s y s tem , th e pr i ce o f t h e p rod uce w i ll no t be f i Xed

/''
 a t on e le v e l bu t i n c r ea se on m o n

.

 t h l y ba S í s. T he f i x a t i On O f S t e p p r i Ce

  

.

  t wi ll be governed by the fol lo wi ng m et hod .

_ A basic pr ice wi ll be fi xed for procu rem en t o f produce dur ing the M Onth '

im m ed ia te ly a f ter har ves t. The bas is and procedu re fo r fi Xing t hiS PriCe

wi ll r em a in sam e a s be ing cur ren t l y ado pted fo r fí xat iOn O f

  

 SUPPOr t

pr ice.

,

 ,
 _ An inc rease in pr ice per m on th wi l l be pro v ided to coM penSate fOf StOrage

,

, ,

   charges and cost of capi tal held in the form ' of value Of PfOdUCe.

_
 A m on th ly in cen t i ve w i 1 1 be e n su r ed t o th e far . n e r w i t h a v ie w tO indU Ce

  '  him to pos tpone the sale of his foodgrains. In
 .

order to Pfom Ote CSP

cen tres, i c is propoied tha t this incen tive should be gi Ven On lY tO thOSe
/

Ear.m. .
ers w ho s to re the ir produce in t heSe Cen t reS. The QUan tUM   O

m on t h ly ince n t i ve c an be m ade un i fo rm or va r íed de pe nd in g UpOn the  
l
 . t

the procu rem en t objec t i ve s. H owever , for the purpose Of SUCCeeding
'

  ca lc u la t ;on s a un i ro rm ra t e o f i ncen t i v e pe r m on th ha s be en aSSUm ed .

!
'''
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   cALcuLATIoNs oF sTEp_ pRIc E

Let P -- Basic Procurem ent Price (R s ./Qtl .)

,i s -- Monthly storage charges (Rs./m onth/Re)
't 

r -- Monthly ra te of interest (Rs./m on th/Re)

c -- LMonthly rate of incentive ( Rs./month/Re)

m -- Period elapsed (m on ths)

 

 '

 P, -- Procurem ent price af ter 'm ' m on t  ( Rs./Qt l.)
!
 
.

i

 .

 s -- Total storage charges during 'm ' mon ths (Rs./Qtl.}

R -- Total in cerest charges during 'm ' m on ths ( Rs./Qt l)

C -- Total val e of incenti ve during 'm ' m on ths ( Rs./Q t l.)

/  -  ' \ ' T h
e n -, p' '  ' M -- P + s + R +

i

 
.

'

  )Vhere   S -- P.s .m

R -- P .r .m .

and C -- P .c .m .

P -- P + P .s .m . + P .r .m . + P .c .m .
m

'
 -- P ( l + sm + rm + Cm)

i   - P E l + m (s +r +c) J?
!
3

i.
 '
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 A Dv AN T AG ES oF sT EP P RIC IN G SYST Eh"i
'

,
.

,
.

!  , ' It is envisaged tha t the new pricing system will end m ost of the bot t le-
 .  li  , necks in the cu rren t di sposa l sys tem ' of agr icu ltural produce. It w í l l
i . dJ '    .- . . - , .

        i
 , prevent forced and early disposal of produce by the farm ers. Instead
J '''  

farm ers wi ll be tem pted to store the ir produce and dispose it off On ly
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