
1.a.  Farmers’ direct sale to procurement centres is limited 
(only 2.8% of paddy/rice procured between 2004/05 and 
2011/12), but non-participating farmers benefit from 
procurement, provided it increases the market price at which 
farmers sell their produce
1.b.  Procurement prices and market prices are positively 
related (although causality is not clear). The quantity of 
procurement and market prices are inversely related, which 
indicates that procurement is more active when price support 
is more needed to sustain prices received by farmers
2.a.  Between 1996 and 2010, on average, 91% and 49% of 
boro and aman rice procurement targets were achieved, 
respectively. Between 1992/93 and 2011/12, on average 71% 
of government rice offtake was from domestic procurement 
and in three out of 20 years domestic procurement exceeded 
offtake. These figures indicate that the current procurement 
system allows the government to procure adequate supplies 
for its distribution needs in years of good harvest, but in most 
years the government also needs to import in order to satisfy 
distribution needs
2.b.  The public food management system has two main 
objectives: guarantee minimum profitability for farmers by 
stabilizing the prices they receive and procuring adequate 
quantities of food grain for public distribution to promote 
access, especially by the poor. Economic theory indicates 
that, in general, two instruments are needed to fulfil two 
objectives. Accordingly, domestic procurement and public 
import should be used jointly in order to effectively pursue 
both objectives
3.  Actionable options that can enhance benefits received by 
farmers from the procurement system include: enhanced 
modalities to fix and time to announce the procurement 
price; procurement through competitive bids; and procure-
ment of paddy through farmers’ cooperatives
4.  Possible alternative methods for supporting farm income 
are: strengthening productive safety net programmes to poor 
and marginal farmers; provide credit to the poor; offer cash 
subsidies or deficiency payments to targeted poor farmers
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1 To what extent does the current procurement system support rice prices and 
farmers’ income?

1.a.  Announcement of the procurement price before 
beginning of the harvest and initiation of procurement at the 
outset of the harvest can increase market price during 
harvest and minimize the negative impact on small and 
marginal farmers of distress sales. Announcing the price 
before planting could maximize impact on production but 
not on price received by farmers
1.b.  Similarly, a flexible procurement price, decreasing over 
the course of the harvest (i.e., a premium for early delivery 
and a fee for late delivery) can maximize the impact of 
procurement by sustaining market prices during the harvest 
season
2.  Domestic procurement should be mainly used as an 
instrument to support prices, and imports mainly to ensure 
adequate supplies for public food distribution. To this effect, 
a minimum (floor) procurement price should be announced 
well in advance. At that price any quantity supplied at the 
time of harvest should be procured. Public imports should be 
used to fill the possible gap between domestic procurement 
and the target level of public food stocks. The floor price 
should mainly aim at minimising negative impacts of season 
price variations. It cannot systematically deviate from the 
prevailing market prices trend without incurring unsustain-
able costs for government and consumers
3.  Competition in the market should be preserved through 
monitoring and enacting antitrust regulations
4.  As an alternative to a procurement programme, targeted 
poor farmers can be supported with direct income transfers, 
deficiency payments, safety nets, etc. Enhanced access to 
credit for small and marginal farmers can substantially 
reduce distress sales
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2 To what extent does the current procurement system allow the 
government to procure adequate supplies for its distribution needs?

3 What are the actionable options for enhancing the effec-
tiveness of the procurement system?
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4 What are possible alternative methods for supporting 
farm income?
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