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Farmers’ distress: Just ease their doing business

Farming, India’s largest private sector, lacks the freedom
successful businesses enjoy: surviving the bad years on the back of
earnings in the good years. Through frequent trade barriers,
distortion of price signals and controls in the name of the
consumer, farmers have never been allowed to maximise earnings
even in the good years. The current agitation reveals its human
cost.Government wants prosperous agriculture, but gains favour
with voters when it lowers the price of food.

Policies are ‘pro-farmer’, until the crops are sowed. Then they turn
‘pro-consumer’ by depressing agricultural prices. This forces
farmers to pay an invisible, off-balance-sheet food subsidy.
Eventually, the bad effects of price controls are fixed with farm subsidies and loan waivers. Despite the high
price of food, real income growth of farmers has actually declined in the last five years because earnings were
below rural inflation. Cereals, oilseeds and pulses that provide a livelihood to most small and marginal farmers,
were the least profitable compared to fruit and vegetables, spices, cotton and sugarcane

.The debilitated earnings and adverse terms of trade forced families to borrow from the village moneylender for
day-to-day needs. There was no buffer for the seasons when crop prices are low or plantings fail. Farmers
deserve better. Unlike other sectors, they face almost perfect competition. There are lots of sellers for each
commodity and no single farmer is able to influence the price. The majority never reach regulated markets or
formal value chains to receive the full value of their produce.

Farmers rarely receive more than 50% of the consumer’s rupee. Several studies have conclusively shown that
processing accounts for more than half of the total cost build-up from farm to fork. Transportation (21%), bag
and packing (12%), labour (7%), mandi fee and development cess (6%) contribute the rest. This explains why
we continue paying. 150 a kg for tur dal at the kirana while the farmer sells in distress.Farmers are hit even by
retail price controls because the marketing costs (marketing, processing, wholesaling, distribution and
retailing) are typically sticky.Let’s say the retail price of tur is Rs 100, of which the marketing cost is Rs 50, and
the farmer gets the remaining Rs 50. When retail price drops to Rs 90, the marketing cost remains Rs 50,
leaving the farmer with only Rs 40. A10% fall in retail prices hits him by 20%, according to a study by the
National Institute of Agricultural Marketing.Not surprisingly, manpower and investor capital are fleeing
agriculture for better returns elsewhere.What is the solution? Food subsidy should be direct so that it doesn’t
distort the market or create incentives for wastage. Competition and markets are even better tools against
inflationary farm-to-consumer price spreads because they offer a win-win for consumers and farmers.

States must increase competition among traders through the National Agricultural Market and stop protecting
inefficient processors. Farmers, too, will receive a higher share of the consumer rupee once marketing costs
drop. In 2015, access to the Unified Market Platform in Karnataka brought farmers 13% higher prices and 9%
more income, finds the Niti Aayog. Demand and supply need better coordination to avoid price
spikes.However,government must resist the temptation.

The case against price control is not that the market always gets it right. But many buyers and many sellers do
a better job than any central planner in figuring the hidden costs and indirect consequences.In the long run,
consumers and farmers would be better served if Gol focuses on stabilising the macro issues of market access,
taxation, property rights and regulation so that the supporting institutions necessary for an efficient farm
sector mature quickly. Trying to stabilise micro-level prices of each commodity leaves farm prey to economic
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depression.Farmers have postponed consumption, explored the market place, invested capital, grown crops
worth Rs 15 lakh crore, built a business, created 215 million jobs and accumulated stocks — long before earning
a single rupee and assurance of any success, all in response to what they imagine consumers want. When prices
are beaten down — through government action or buyer collusion — anger is inevitable. It is easy to blame the
government for the agrarian unrest. When we complain of the operation of the market as consumers, we are as
much to blame.Because farmers have no savings and, thus, no security, agriculture has become a fragile system
that breaks under the slightest downside. Farmers need just returns to fulfil their role in producing food.
India’s nutritional security depends on their entrepreneurial energy.
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Renewable Energy: Beyond mere capacity

India’s renewable energy generation capacity is now at a little
over 57 GW. In nearly doubling the renewable energy portfolio
in three years, the government has shown its commitment to
low-carbon development. But much more needs to be done.

The target of 175 GW of new renewable energy capacity by
2022 still seems ambitious. But the direction of travel has been
. clearly set. India is focused on increasing the share of

renewables in the energy basket. Record low tariffs, declining
capital costs, swift and transparent auctions and allotment
have made this possible. But challenges still persist.

The cost of credit remains high, in spite of official attempts to lower the cost. Much more needs to be done to
provide storage options and making the grid compatible with higher share of variable power sources like wind
and solar.The government is working on these issues as well, increasing investments in the green energy
corridor, active engagement in the programme of Mission Innovation and the Clean Energy Ministerial. Then
there are policy niggles that can swamp renewable energy producers, such as PowerGrid allocating offtake
commitment to those without any generation projects, leaving those with solar and wind projects under
construction high and dry as far as offtake is concerned.The government must invest more in research and
development, publicly fund research institutions that can serve as incubators for cutting-edge technologies of
the future. The government must leverage its participation to catalyse greater engagement by the private
sector. The government needs to draw up incentives and disincentives to encourage cities, businesses and other
entities to increase the use of renewable energy. Increasing capacity is the easier part of mainstreaming
renewable energy.
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ST 20 F9g it § @< AT ITATHFHATE

5120 F1 UF FIX [T [37 FIAAT S F7 %1 3 T4 & €< G Fi2 AT T[T S (@07
87 & AGH Hg1 TC &I17 127 FIAT 11501 I A% 7 [F€q1< & a7 W& 8 G181 Fadt

St 20 Zemt ¥ SRTeAT foraw S i quTE A9 7-8 [ATS T STHAT 6 g | gt gl TAT wirars o< d@he % e a9
1999 ® ST 7 T faeare T =7 St 20 & qearer har 7371 7 w1e oy /37 o s a1 & T@a aF diHd @l a9
2008 FT fafir w4t & qeahTel a1 ST1-20 F TI&T FT FGAT AT 3T THH TLHRT 6 JagT ATiHe Fw wist 20 79g g+
T FTUETE % FE q19 ArATE F Forw 3aeardy g1 srafF afsas ShErdht #7 80 Fradt siw 3t swguor 71 21 fagrs 59+
GTd | STAT 8| TUF U AT ATH T 297 g1 HIh Y o TA=rey, foog 9, siargra qa1 #i, g s @, &<
AT a1 (THTEE), SEHET ST ARSI 9H TS (ATSUAA) i ST 20 FT T€ 3% § ATH g gl Sff 20 7 Fre
ATt FfeETe T 78 8 A SEhT sremerdr off 2¥ 9T ASTaT o 6T TEAdr AT 81 L a95F B WA a7 USAST a7 F:ed |
g iHeT 9Tar g1 a9 2000 F T § AT THIAT ATTH T T THIET & AT ALHH A1 @Il asrg & o7
St aeame =TT srfarere arer T = Y It Y sraes & Frav am sw Ay sware @ # wEarget aier & =7 F e
S fafT & o oo ° AT, fored ofiT I i1 &7 frdew 2008 § < @he & goher feam| =0 dorer arg UHT
STSIRT STATS ST oY o Wt 7 AR g ST 7 3 =09 9 foefiT Tredmes qeam w3 & fham st Tty 40 @
AT Sier ah BT 6 arg TR, T3 o e St o qRrdiar Fsir S (Seeh) 7 wistor st gfagfet o i
ST | SATST 201 &1 A (6 AT| AZT T 1% T X THRITHT 91 g2 g

TEaT 2008 F AT ST | AT Tgelt St 20 ForEw Sk § TRl & W@l F Aiasy § &< dee T TG0 a9
Y IE T 6 IUTAT AT AT &T| TAH FA(1 HEATA1 FT aga¥ HaaT FTAT orfHe o) 97 a9 JEr 2009 § Fad #
AT S5 | 26 919 9¥ TgHTd a1 {F Sl it ST Yot T Tae==hdl i 9T S0 i =i deet § #1 F37
FTAT F AT T AT Tohrot ST T AT T FH 6T SITU| 289 T27d a9 2010 § 9 § AAviora 19w a2 #
FEA AT Yol TATHAT T STITFHAT T HZHIT FT| bl | 2015 | IG5 H =0 97 9 AT 347 7197 3 e
3P & srgw foxhT deamat &1 9 a9 T ST, ag oft foET 99 o anra o)

SFT O S § "artad By ST AT {2 A gET SH AT & F A« g1 STHT GEhTE Al S 20 JIETEE F qaTad 6
SoFH 9 TSIATAH §9Y, ATAhATal, A ST Ot FHET, AT $iY 5@, STqaryq Tiadd, saress, fAATEr, F,
G GLAT AT T, qF2ah |9, Rowar A areft gga anteis Aitaat s fafsw 3o i sxfmra asedt % S g,
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SaETErT o, FOUE, FEEAT ST gaed, TS, AT A7 fFerer a7 afgarsii F qerhior SF 72 oA gl
TAAT BT Al ST AT FoF vt o S § |9 2030 F Tl A % uSe % @et v grive G o sie afe
HHAT T HEAT 7|

ATH 2017 § THRUET F G AR FF F S 20 F o @37 o F1T 6 F Ta9d A gy 9fT, by T wre
Shafes 3T T A= % ST F T FHLAT AT| AT ST TSt & a2 a1 FEAT1 AT THal ol (o1 Fa SATaT 2
g AT 3T =AY a9g ¥ uF S savagy A<y gwe i gwena g1 ahdr ot s hateen 1w s w=iw
TFTAS H Sf AT 21dT gl ST T T SAFETL o ST hi a7d g, @I FTOarl s i w3 s Axsaraag! &7
TR FIAT § FAITh ATdqrd €< § ordT o Frhr foewta 81 78 |« 7afd F yqo¥ F a5 qremT g4 97 =Y
FAT | ST 20 T § FXGAAT ST G FH FLA o6 [0 AR AT A1T F< Al 39 {e T GG aohed da97 ST gU &
AT STHIAT /I 9T TS GTH SR qel (e@di| FEa=T FI aTel Hooh THIT Tq¥ 9T FHIIA a497 od 8 (o dgd argdl
Z9TT o FT ATAHRTIAT T FAAT AT AT FTIAT 2 3T SATAT | AsaTqenar T 3 FT TET S AT 901 7 SATHT FE AT
ST T@T| ST 20 9 o 19 T Taeqel w7 FE o o7 TgaRT T ged 2016 § =14 % AT, g § AIod oa5F §
T=| TR, AT 397 T T & GET a1 6 =g qgl Ao o T &l Tgh aF 1o AT § AT FH 7 I FaeqT §
TR §| SITEL o TN s e-awa=T &1 o FUNe F7 ¥ A% ®F A9 T, Arehaite, TOe i Fages & o
T AT § TATHT v TATIOT T T AT TATT 21T 2017 F L[EATAT &g A Al | STHAT o S 20 F971 o oy w1, Ffw
=t RfSee araet, sw, e G 1 SoF 7 U 5T @3"G0 o7 F5T 9% F TG0 HT 95F TR AT i
TS| T SSHI o FTATAT ST 20 T TTATHRATAT T AT AT o6 qAd [ATH ATAATEEAT 1 AT F THATHE FEH o1 Al
STazdT STaTe i §9TaT 7 2 2

S 2016 | T 7 FgHT & TLATT & SR 219 6 767 § AAaTT A1) Tai ST9al 2017 § TR § Siqee a7 Tgdid av
TN 3 STTATIAT FATE TIOTH o AT ST iR STedd 7 STl 3¢ GH, FHTHATL ST FHF AT a0 6 AN Hl LT
TTE TATHAT 2 5l gl TE a8 AHE ¢ ST AT & (e aTelt o7 a2 A9 81 o a1 T, a7t o THIHT FT SAT-TT
TET TEAT T gl STtk T T 3 T3 o 77 § 7 &1 910 aF dAfaee i STteet TRAT | Sasy 13| afsas fah o=
FT 2008 | BT Hhe T S[A BT gl T S ST 20 90T T ASTAUE-TrsT I F AT & =¥ fa Gt i F07 961
T | ATAATT FEAT ATRTN ST 20 FT BT &5 F Tgq qET I AT hiad HIAT AU IS0 o Have % T80T
THASURATE FT Ao w21, Bt wuf F goia 1 F7 F47, AR @ Grad AqFTET AT FerT Afaar §
T
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