Article

India’s Rice Export:
What Is in It for
Farmers?*

Agrarian South: Journal of
Political Economy
8(1–2) 136–171, 2019
© 2019 Centre for Agrarian Research
and Education for South (CARES)
Reprints and permissions:
in.sagepub.com/journals-permissions-india
DOI: 10.1177/2277976019851930
journals.sagepub.com/home/ags

Manish Kumar1
Abstract
In a situation where the Indian farming community is already facing
deficits and is unable to cover the cost of production, the recent export
prices are an additional concern. Since an exporter of any country
cannot alone change the world price, to make export profitable, even
with a lower margin, the price squeeze is possible only in the backward
linkages in general and from farmers in particular.
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Introduction
The incorporation of developing countries into global agricultural value
networks has increased significantly under the neoliberal trade regime.
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Proponents of liberalized trade have argued that India has comparative
advantage in the export of agricultural and labor-intensive products,
which justifies the promotion of an export orientation (Datta, 2000;
Sachdev, 1993). It has also been argued that non-agricultural trade
liberalization is more important than agricultural trade liberalization, yet moderate tariffs have been favored in agriculture along with
export promotion and removal of subsidies, except for investment in
irrigation (Parikh, Narayana, Panda, & Kumar, 1995). The supporters
of export orientation suggest that technology, institutions and markets
(domestic and international) play a very crucial role in the enhancement
of value addition in agriculture. These components are similarly said to
be critical for the integration of agriculture in value networks, where
success depends on how the corporate sector changes the complexion
of the Indian agricultural system toward organized food processing and
retailing with a profit motive (Gulati, 2010).
Contrary to the earlier arguments, others have argued that the export
orientation of agriculture is not necessarily a win–win situation, as there
are no indications to claim an increasing competitiveness for India in the
external market (Chandrashekhar & Ghosh, 2006). Furthermore, evidence
shows that there has been an inverse relationship between agricultural
exports and domestic food security in developing countries: trade liberalization has resulted in the deterioration of food security (U. Patnaik, 1996,
2012, 2015). While there has been a continuous rise in the production of
food grains in India and its export, there has been a simultaneous decline
in per capita cereal consumption (Chandrashekhar, 2013). As Prabhat
Patnaik argues, under economic liberalization, the state functions exclusively in support of globalized capital at the expense of small and
marginal farmers, as support and subsidies are withdrawn and rendering
petty producers more vulnerable to world price fluctuations (P. Patnaik,
2012, 2016). It has been noted that liberalization, in general, has resulted
in higher inequality and regional imbalances (Ghosh, 2012).
This article provides an empirical study of the economic impacts of rice
exports on the actors involved in Paddy Value Networks (PVN) in India.
The significance of rice production in India is clear when considering that
India’s rice exports command the highest share in the country’s total
agricultural exports; and that paddy cultivation involves almost half of
India’s agricultural households. The export of rice thus connects the
masses with the world market. The following section discusses the concept
of value networks and the power relations through which they operate. The
third section highlights the export segment of the PVN. The fourth section
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discusses the forward linkages of paddy farmers and the power relations
vis-à-vis paddy farming. The fifth section provides the distributional
implications of rice exports and the overall impact on the actors of PVN
in India. The sixth section concludes the study.

The Value Networks
An agricultural product passes through several value-adding processes,
from its conception to consumption. The interlinked value-adding processes have been known in the specialized literature as value chains,
supply chains, production chains, market chains and production networks.
A vast number of conceptual guides are available with added international dimensions (Gereffi, Humphrey, & Sturgeon, 2005; Gereffi
& Korzeniewicz, 1994). However, the term ‘value chain’ is the most
commonly used in the literature, and it is generally claimed that by taking
advantage of the opportunities offered in the different parts of a value
chain, one can actively participate in the market and benefit from the same.
The concept of value chains can be elaborated by distinguishing three
features. First, it is activity based, which suggests that a chain is composed
of a full range of value-adding activities; second, it is actor based, which
means that there is a set of different actors connected along the chain;
and third, it is network based, linking together different independent
or interdependent organizations (Donovan, Cunha, Franzel, Gyau, &
Mithöfer, 2015). At every stage, the group of actors involved in the
production process are not homogeneous. They can be distinguished,
inter alia, on the basis of access to resources, scale of production
(intensive or extensive) and methods. Different units of production performing the same task in value addition can be classified by social or
economic hierarchy and the skills used to perform a particular task. They
can also be classified on the basis of their specific relationships between
different actors in the value addition processes, the contextual knowledge
about the production process and utilization and access to information.
The aforementioned factors that combine to differentiate the actors, or
groups of actors, are nothing but elements that determine their power
relations.
There is a systematic relationship between power structures and
changes in agricultural productivity. On the one hand, economic power,
which means differential access to resources, such as land, is related to
political power, which defines the position of different classes more
generally (Chakravarty, 1984). In fact, the ownership of land is among
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the first links in the agrarian value systems that structure power relations.
On the other hand, the question is not only limited to the existence of a
political power structure but also to its social sources: power relations
are embedded in social relations resulting from differential access to the
means of production (Jha, 1988).
One of the major problems with the concept of ‘value chains’ (or other
similar terms) is that such concepts intrinsically presume that the value
addition processes are linearly arranged in a set of hierarchical relationships.
The linearity, which can be unidirectional or bidirectional, seeks to capture
how the movement of the product under value addition takes place from
one end to the other. However, conceptions of linear development do not
take the diverse concrete conditions into account when the product passes
from one stage of production to another. In other words, linear conceptions
fail to visualize key processes and components in the whole process of
value addition. These components and processes reflect the power relations
within the ‘chains’. It completely overlooks the fact that each stage of the
sequence from conception to consumption is rooted in a broader set of
non-linear relations (Jha & Chakraborty, 2014, 2016). The linear concepts
fail to incorporate complex actions, interaction of various institutions
and economic, social, political and cultural interest groups. The simple
circuits or the linear flows overlook the multiplicity of linkages and
feedback loops (Coe, Dicken, & Hess, 2008). Thus, linearity misses the
comprehensive incorporation of relevant value-adding actors and their
relationships.
Many scholars prefer the term ‘production network’ over ‘value
chain’ for avoiding problems associated with linearity in different ‘chain’
theories (Coe et al., 2008; Henderson, Dicken, Hess, Coe, & Yeung,
2002; Jha & Chakraborty, 2014, 2016; Mackinnon, 2012; Sturgeon,
2001). The conceptual basis for production networks, according to these
scholars are value (surplus and economic rent), power (corporate,
institutional and collective) and embeddedness (societal, network and
territorial; Jha & Chakraborty, 2014; Mackinnon, 2012). The network
methodology provides a flexible conceptualization of production and
value addition, covering all relevant actors and relationships (Henderson
et al., 2002; Mackinnon, 2012). The network also focuses on a wide
range of firm and non-firm actors (Mackinnon, 2012) in the production
process.
This study uses the concept of network with the focus on value is
value addition as a central part of any production process. It should be
noted that all values of a product are not only added necessarily during a
visible production process, but there are also some invisible activities
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that add value to the product directly or indirectly. There is a separate but
useful debate that highlights the role of activities, which add value to the
product outside of the production process, such as household work
(Prasad, 2016). By using the term ‘value’, the concept automatically
embraces the production process, but this is not true in reverse direction.
Hence, the present study uses ‘value network’ as a basic conceptual
framework that attempts to overcome the shortcomings of other concepts.
The activities, actors and other transactions from input supply for
cultivation of paddy to final retail sale of the rice are parts of PVN. The
farming, trading and milling of rice are the major stages in the PVN.
These stages are not homogenous, and hence, the PVN does not exhibit
a linear flow. However, each activity is uniquely integrated in the network
based on its differentiable characteristics and that particular integration
ex-post appears like a chain. The heterogeneity of farming is given by
the different types of land, irrigation, seed verities, fertilizers, various
institutional supports, types of labor employed and other externalities.
Almost all these components of farming are closely related to the size
of the farm. In the case of irrigation, the small and marginal farmers
are dependent largely on surface irrigation, whereas the large farmers
afford the capital-intensive ground water irrigation (Kumar, 2015). The
fertilizer used per hectare of land is inversely related to the farm size
(Dev, 2012). Smaller farm households are more indebted than the big
farmers. The big farmers have loans largely from formal sources. The
small farmers are in debt mainly to the informal sources (Jha & Acharya,
2011; Singh, Kaur, & Kingra, 2007). The All India Input Survey of the
Ministry of Agriculture of the Government of India (GoI) highlights the
relation between different farm sizes and the use of various inputs.1
Evidently, the variation in the size group of farmers can summarize the
heterogeneity of farming as a whole.
The next stage in the PVN includes traders, public procurement
agencies, millers/processors, markets and other agencies. These agencies
are connected to different farmers through agricultural forward linkages.
The trading/milling agencies can be categorized on the basis of their
scale of business. Land again plays an important role in the linkages
between farming and traders/millers. The control and the presence in the
market of agricultural output and marketable surplus are the reflection
of control over land and non-land resources (U. Patnaik, 1975). The last
stage of the PVN deals with the trade of rice. The rice can be traded
within the domestic market or can be exported. The pricing structure in
both these markets is as different as these markets. The other important
factor determining the final sale of the agricultural output is the variety
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of the product. Basmati rice has higher demand in the international
market than non-basmati rice. India exported almost 8 per cent of the
rice produced in the country between 2007–2008 and 2016–2017, which
is close to 21 per cent of the global rice trade in this period.2

The Export Segment of the Paddy
Value Networks in India
In the last three decades, Indian agriculture contributed immensely to
global food production with the share of export value of rice being the
highest in the export of agricultural products. India has been a significant
exporter of rice since the early 1980s, but the country has observed a
remarkable increase only after the implementation of new economic policies (NEP). Currently, it is the world’s second largest producer of paddy.
In 2016, India produced 164 million tonnes of paddy (or 109.7 million
tonnes of rice), which was 22 per cent of the total paddy produced (753
million tonnes) in the world. India is also the world’s largest exporter of
rice, 24 per cent (10 million tonnes) of the total rice traded (41.4 million
tonnes) in the world in 2016 (FAO RMM, 2017). Out of the total rice
export, basmati constitutes around 40 per cent, and out of the total value
of the exported rice, the share of basmati is 56 per cent. The production
of basmati is limited to only seven states of India, whereas farmers in
more than 17 states cultivate non-basmati rice (APEDA, 2017).
Basmati rice accounts for almost 6 per cent of the total rice produced
in India. Punjab, Haryana and Western Uttar Pradesh contribute nearly
97 per cent of the total basmati rice produced in the country. On average,
Punjab and Haryana are the highest producers with almost 83 per cent
share of total basmati production. In 2016, Punjab and Haryana cultivators produced 2.80 million and 2.34 million tonnes of basmati rice,
respectively. The total amount of basmati rice produced in India in the
same period was 6.16 million tonnes (APEDA, 2017).
Medium and large landholders and commercial farming are relatively
dominant in the regions producing basmati rice. According to the
Agricultural Census of India (2010–2011), Punjab and Haryana also
have the largest portion of agricultural land and share of medium and
large operational holdings in the country. Punjab ranks second with 69
per cent of the medium and large operational holding, and Haryana is at
fifth place in the same list with 56 per cent in the same category. Basmati
cultivation is usually undertaken for commercial purposes and garners
good demand in the international market. The top basmati producing
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states also are at the top of the marketed surplus ratio (MSR) of rice, an
indicator for commercial production. More than 99 per cent of the rice
production in Punjab and close to 99 per cent in Haryana reaches the
market for sale. In the other major paddy-producing states, the growers
consume about 10 per cent of rice produced (Table A1).
Therefore, the benefit of basmati exports, if any, is limited to some states
and relatively to larger sized agricultural households, whereas the export of
non-basmati rice has its impact on a larger agrarian community in the
country. Data related to export of rice are inadequate to measure the share
of different states in the total rice exports of the country. However, a
convenient movement of agricultural products across different states helps
us to consider that there is an impact of rice export in each rice-producing
states, though in different degrees. Furthermore, trade liberalization policies
have given a boost to Indian rice export. Before the NEP, Indian rice exports
primarily constituted the basmati variety, but during the liberalized
economic policy regime the GoI periodically lifted the ban on exports of
non-basmati rice. Figure 1 provides information on the export of basmati
and non-basmati rice from India, before and after NEP was adopted.
In the last three decades, there are several changes in the trajectory of
Indian rice export which are caused by a combination of national and
international factors. Before 1994–1995, the GoI did not permit the export
of non-basmati rice (Gulati & Narayanan, 2003). Owing to the policy
changes, the export of non-basmati rice increased after 1994 and India
became the top exporter of rice in the world. However, even in the

Figure 1. Indian Rice Export
Source: Data (Table A3) from APEDA, Ministry of Commerce and Industry, Government
of India.
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post-1994 period, the export of non-basmati rice was not entirely free; the
GoI gradually withdrew several restrictions until 2011. Policy restrictions
were used in the interim period to regulate exports, and after 2008 crisis
the GoI placed some restrictions on the export of non-basmati rice for four
years.3 In September 2011, the Government allowed export of non-basmati
rice out of privately held accounts.4 Later on, the Government also started
allowing the Public Sector Units (PSUs) to export the non-basmati rice to
some countries. Following this complete removal of the ban, the export of
non-basmati rice is consistently on the rise. In case of basmati rice, the
export was allowed even before 1994. Prior to 1994, the share of basmati
in the total export of rice was close to 80–90 per cent, but the policy
changes in 1994 resulted in the shift of larger share in total quantity in
favor of non-basmati rice. In the complete free trade periods, the quantity
share of exports of non-basmati rice is more than that of basmati rice in
total. However, the same is not true concerning export revenue. In the
period after 2007–2008, the share of basmati export revenue was higher
than that of non-basmati rice in total rice export revenue, due mainly to the
higher market price of basmati rice.
Whatever the current Indian rice export growth story, the reciprocity
of objectives of free trade policy and its realization are questionable. The
proponents of the export of agricultural products suggest that India has a
comparative advantage in the rice production and that is why its export
promotion could help to raise the export revenue. It was recommended
that Indian rice is price competitive and has the potential to obtain
competitive strength in the world market (Datta, 2000). Supposedly, rice
trade liberalization would also address the issue of poverty in India
(Gulati & Narayanan, 2003). However, through the analysis of comparative advantage, although it was found that there are some short-run
benefits, in the long run, excessive specialization on a narrow range of
product makes the economy vulnerable. The export growth of the
primary commodity has very little secondary impact (such as export
earnings and its likely implication on the overall economy) due to weak
backward and forward linkages (Sekhar, 2003). Arguments in favor of
the export of the agricultural products and, in particular, rice are based on
the priority of earning foreign exchange through trade in the so-called
‘free world market’ and undermine the need for buffer stock after a
certain limit. This argument is wrong on two accounts: first, the buffer
stocks have protected the economy from external crisis, as in 1974–1975
and 1995–1996 (Sekhar, 2003), they have helped combat food insecurity
(U. Patnaik, 1996, 2012, 2015). Second, there is no free demand and
supply in the world market as of now. Mutual trade agreements, different
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trade relations between some countries and the overall the global political
economy affect both demand and supply of the commodities. In the case
of rice, there are some recent examples which do not support the
assumption that no one alone can affect the world market. In October
2014, Iran, one of the significant basmati importing countries, stopped
issuing the license for imports, citing reasons of high pesticide content
and self-sufficiency in production of the same. Subsequently, US-led
sanctions placed a ban on Iran over the ‘nuclear test’, which was lifted
only in August 2015.5 All these events affected Indian rice export
performance. In 2017, Iran had placed a cap on the price of imported
rice, which was between `44/kg and `50/kg. However, the earlier agreed
price was `65/kg and `70/kg.6 This artificial intervention in the so-called
‘free world trade’ is not undertaken only by one country, but also by a
group of countries. In 2017, the European Union (EU), through a
Commission Regulation dated 9 June 2017, reduced the level of fungicide
allowed in rice.7 This had the potential to affect US$3 billion rice exports
from India.8 The direct or indirect intervention by the different players of
the global market placed doubt on the assumption that no one can
influence the world trade as a single entity.
The world price fluctuation is a further concern for Indian rice exports
(see Figure 2).World food prices are more volatile than domestic prices
(Nayyar & Sen, 1994). In the last two decades, there is an increase in the
unit price of the exported basmati and non-basmati rice in nominal rupees
per kilogram, except for the period between 2008–2009 and 2012–2013.

Figure 2. Unit Price (Nominal) of Exported Rice
Source: Ratio of value and quantity mentioned in data (Table A4) from APEDA, Ministry
of Commerce and Industry, Government of India.
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Figure 3. Unit Price (Real) of Exported Rice
Source: Ratio of value and quantity mentioned in data (Table A5) from APEDA, Ministry
of Commerce and Industry, Government of India; and deflated with GDP
deflator (The World Bank).

The fluctuation in the nominal price of basmati rice is more than that
of non-basmati rice. However, the nominal price of non-basmati rice is
almost stagnant and is close to `25/kg since 2009–2010, which includes
two years of banning when a minimal amount of non-basmati rice was
supplied to selected neighboring countries. The variation in the nominal
price of basmati rice is higher in the period since 2008, and there is a
continuous decline since 2013–2014.
Regarding the real price (see Figure 3), the trend is almost similar, but
the price of non-basmati rice is close to `24/kg in the period after 2009–
2010. The unit price of basmati rice reached its peak in 2013–2014 at
`73.40/kg, after a decline in 2008, and thereafter there was a continuous
fall until 2016–2017.
The price in US$ per quintal reflects a different story (see Figure 4),
though with almost the same trend. In the period 2004–2005, there is a
rise in the price of basmati and non-basmati rice which continued until
2008–2009. In 2008–2009, the unit price of exported basmati was
US$132.4/quintal, which is the highest so far. However, the unit price
showed some revival in the period after 2011–2012, yet it could not
continue for long and there has been a continuous decline since 2013–
2014, after obtaining a unit price of US$129.5/quintal. In the case of nonbasmati rice, the unit price has been witnessing a decline since 2009. In
2009–2010, the unit price of non-basmati rice was US$55.2/quintal, which
is the highest so far.

146

Agrarian South: Journal of Political Economy 8(1–2)

Figure 4. Unit Price of Exported Rice
Source: Ratio of value and quantity mentioned in data (Table A6) from APEDA, Ministry
of Commerce and Industry, Government of India.

Forward Linkages for Paddy Cultivators
One can visualize the role of the farming community in the PVN and all
its segments through the study of the backward and forward linkages in
agriculture. The farmers’ surplus depends on the cost of production and
price received for the produce. The cost of production for the same variety of paddy may differ because of agro-ecological conditions, agrarian
infrastructure, land ownership patterns, state-level agricultural policies
and human and machine labor costs, among others. The state specific
cost of production presents a macro picture of the farmers’ position of
any state in the country’s PVN. In 2015–2016, among the major paddy
producing states of India, the cost of production was lowest in Punjab (`1,062/quintal), followed by Bihar (`1,276/quintal). The highest
cost of production was recorded in Haryana (`1,544/quintal; Table A2).
The cost may also vary within the same village depending on the land
size under cultivation and the farmers’ position, which can vary from
pure tenant to a complete owner of the land. The discussion around
this theme is well captured in the land ‘size and productivity debate’
(Bharadwaj, 1974a; Sen, 1962).
The number of actors in the backward linkages is substantial for the
post-harvest transactions. This too plays a vital role in the determination
of the bargaining power. According to data from the National Sample
Survey (NSS) 2012–2013, there are 90.2 million agricultural households,
of which more than 52 per cent (47.1 million) cultivate paddy. The same
NSS was conducted twice covering the period between July 2012 and
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December 2012 in the first visit, and January 2013 and June 2013 in the
second visit. In India, 48 per cent of the total paddy growers reported the
sale of paddy to agencies such as public, local private and market
between July 2012 and June 2013.
Table 1 provides the number of farmers in different land size groups,
who sold paddy to different agencies as mentioned in the table at least
once, provided the possibility of multiple sales. Approximately 4 per cent
of the total paddy growers reported the sale of paddy to public sector
agencies. The highest number of paddy growers (27%) sold paddy to local
private agencies, while almost 9 per cent sold their produce in the mandi/
market. About, 4 per cent of paddy farmers sold paddy to input dealers,
1 per cent to processors and 3 per cent to other agencies. There is an inverse
relationship between the number of paddy growers who sold paddy and
the land size groups. About 39 per cent of the total marginal paddy growers,
69 per cent of the small-sized group, 78 per cent of the semi-medium-sized
group, 89 per cent of the medium-sized group, 102 per cent of the largesized group and 48 per cent of the total paddy growers reported the sale
of paddy. Assuming that the externalities related to the quality of answers
by the farmers are the same across different size groups, the inverse
relationship reflects two things: the farmers with larger landholdings
have better access to marketing agencies, and the farmers with lesser
landholdings are dependent on their production for basic consumption.
A higher percentage of sales across groups of all sizes (except large
farmers) is due to the sale of produce to multiple agencies such as local
private agencies and mandis. About 57 per cent of the total paddy farmers,
who reported the sale of paddy, sold it to local private agencies; of these,
62 per cent were marginal farmers, 54 per cent small, 49 per cent semimedium, 33 per cent medium and 48 per cent were large farmers.
Table 2 provides the quantity of paddy sold by the farmers to any
agencies. According to the information provided in the table, the smaller
size group contributes more to the total sale of paddy. The share of
different landholding groups in the total reported sale of paddy during
the period of the survey are: 29 per cent marginal, 25 per cent small, 22
per cent semi-medium, 18 per cent medium and 5 per cent large paddy
growers. The most substantial quantity of paddy was sold to local private
agencies followed by mandi and then to public procurement agencies.
As reflected in Table 1, Table 2 also suggests that the smaller landholding group is more reliant on the local private agencies to sell its product
than the larger landholding groups. The reverse is seen in case of mandi
and public procurement agencies. The paddy cultivators of the larger
landholding groups have better access to mandi and public agencies.
The proportion of the total quantity of paddy sold to input dealers and
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25,970 (29)

290,115 (29)
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Source: NSS 70th round, computed by the author.
Note: Figures in the table are provided in absolute numbers and figures in bracket are percentage of the total paddy growers in a particular size
group.
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Table 1. Land Size Group-wise Number of Paddy Growers Who Sold Paddy to Different Agencies, 2012–2013
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Note: Figures in the table are provided in hundreds of tonnes and figures in bracket are percentage of the total paddy growers in a particular size
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Table 2. Land Size Group-wise Quantity of Paddy Sold to Different Agencies, 2012–2013
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processors are smaller in proportion. The share of paddy sold to other
agencies is small for all paddy farmers, except large cultivators. The
large paddy growers sold 16 per cent of the total quantity to the agencies,
which are reported as ‘other’ categories.
Table 3 provides information on the mean price of paddy received by
the farmers in different size groups; this includes both visits and all sales.
The highest mean price received by the marginal paddy farmers is `13/
kg in the year of survey. The small farmers received the highest price of
`14/kg from public agencies. Semi-medium, medium and large farmers
received the highest price of `15/kg, `14/kg and `15/kg, respectively,
from mandi. The highest mean price was received from public procurement agencies and the mandi, which gave the highest mean price.
The prices in the ‘other’ categories are prone to high fluctuation.
The public procurement agencies purchase paddy at the minimum
support price (MSP). In the year of survey, the GoI declared MSP of
`13.10/kg for common grade paddy and `13.45/kg for grade ‘A’ paddy.
In Table 4, for the comparison between prices received by the farmers
across different size groups, the lower MSP is used as benchmark. The
table shows that 70 per cent of the total paddy farmers selling their
produce got a price which is less than `13.1/kg. Of these, 85 per cent of
the marginal farmers, 84 per cent of the small farmers, 75 per cent of the
semi-medium, 72 per cent of the medium and 63 per cent of the large
paddy farmers received a price which was equal to or less than `13/kg.
The information in the table indicates that the larger landholders not only
have access to the larger number of markets (to be discussed in Table 6),
but also have better access to higher prices.
The findings given earlier support Krishna Bharadwaj’s thesis of ‘compulsive involvement’, or Amit Bhaduri’s contention of ‘forced commerce’.
The compulsive involvement of a certain class of farmers in the market is
a result of respective bargaining powers. The small and marginal farmers
have less bargaining power than large farmers, which results in their compulsive involvement in the market (Bharadwaj, 1974b). Smaller farming
households are not only dependent on the local traders but also receive
lower prices than their larger counterparts for the same output. Such transactions are possible because actors are abstracted from their social context
and power asymmetries deriving from differential endowments in terms
of economic, social and symbolic power (Harriss, 2006).
Forced commerce may take place in the agricultural market as well as
all other markets and exchanges. This is why the full scope of forced
commerce cannot be captured by a single exchange or transaction. This
impacts not only on the peasantry, but also the overall agrarian economy
(Bhaduri, 1986). Forced commerce or compulsive involvement enables
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Table 3. Land Size Group-wise Mean Price of Paddy Received by the
Farmers, 2012–2013
Land Size
Group

Local
Private

Mandi

Input
Dealer

Public
Agencies Processors

Marginal

12

13

12

13

12

10

Small

12

13

12

14

13

9

Semimedium

13

15

13

13

12

11

Medium

14

14

12

13

14

13

Other

Large

12

15

14

14

16

10

All

13

14

12

13

13

10

Source: NSS 70th round, computed by the author.
Note: Figures are expressed in rupees per kilogram.

Table 4. Percentage Distribution of the Different Size Group Paddy Farmers
and Price Received, 2012–2013
Price Range
(`/kg)
Marginal

Small

Semimedium

Medium

Large

All

#13.10

85

84

76

72

64

83

<13.10

75

70

58

42

54

70

13.10

10

14

18

30

10

13

>13.10

15

16

24

28

36

17

Source: NSS 70th round, computed by the author.
Note: Figures provided in the table are in percentage.

other actors to extract surplus through the price squeeze. The price
squeeze is greater for the small and marginal farmers, who constitute the
largest portion of the Indian farming community.

Economic Cost of Rice and Export Price
Along with the problems outlined with respect to the export of agricultural products, the real economic gain from the rice export is also questionable. An attempt is made here to calculate the economic cost (EC) of
rice by comparing the export revenue with the production cost, that is,
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the cost involved at every stage of the production process. After the procurement of paddy from farmers, the produce goes through some transactions followed by milling (raw and par-boiled) before the price of rice
is decided. In a standard case, from the paddy procurement to the storing
of rice in the warehouses, the cost includes labor charges for loading/
unloading, transportation, milling, packing, storing and other charges,
including local taxes. Government procurement agencies procure nonbasmati paddy at MSP and the central government approves the different
rates of custom milled rice (CMR) to arrive at its EC.9 The EC has two
parts, acquisition cost and distribution cost. The acquisition cost includes
all charges from procurement of paddy to acquisition of rice from the
rice mill. The distribution cost consists of all charges from collecting
rice from different locations and storing it in the warehouses. The EC
does not include any profit margin or environmental cost in production10
and subsidy provided for farming.11 Hence, EC is the minimum level of
production cost including all stages of rice production.12
Table 5 shows the costs of production of non-basmati paddy and also
details the MSP and EC of non-basmati rice. The cost of production is
the total cost required to produce a kilogram of paddy and includes value
of labor (e.g., hired human, bullock and machines), the value of seeds,
insecticides and pesticides, manure, fertilizers, depreciation on implements and farm buildings, irrigation charges, land revenue, cesses, taxes,
interest on working capital, miscellaneous expenses, rent paid on
leased-in land, interest on value of own fixed capital asset (excluding
land), rental value of own land and imputed value of family labor.
The cost of production of rice is computed using the widely accepted
conversion rate of 1:0.67, that is, in 100 kg of paddy, 33 kg is husk and
67 kg is rice.13 The MSP of rice is also based on the same ratio. The EC
is different for different states of India, and hence, the figures given in
the table are weighted average for all India. The weight of any state is
equal to that state’s share in the total production of paddy in India. The
produced paddy, concerning quality, is divided into two sets: common
and grade A, and MSP of grade ‘A’ is generally kept higher. Different
methods of milling lead to two types of rice: raw and par-boiled.
Therefore, the final outputs are common raw rice (CRR), A-grade raw
rice (ARR), common par-boiled rice (CPBR) and A-grade par-boiled
rice (APBR). The data of EC could not be accessed for the year before
2013–2014, and the latest data on the cost of production are for the year
2015–2016. The analysis in the table is limited to four years because of
the stated limitations.
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Table 5. Cost of Production, MSP and Economic Cost of Rice (`/kg)
Year

2013–2014

2014–2015

2015–2016

2016–2017

Cost of production
(paddy)

12.60

13.90

14.92

–

Cost of production
(rice)

18.80

20.70

22.26

–

MSP (paddy common)

13.10

13.60

14.10

14.70

MSP (paddy grade A)

13.45

14.00

14.50

15.10

MSP (rice common)

19.55

20.30

21.04

21.94

MSP (rice grade A)

20.07

20.90

21.64

22.54

Economic cost (CRR)

24.25

25.01

25.84

27.31

Economic cost (ARR)

24.84

25.68

26.51

27.98

Economic cost (CPBR)

23.92

24.62

26.03

26.84

Economic cost (APBR)

24.50

25.27

26.70

27.49

Export price of nonbasmati

24.88

24.69

23.95

25.00

All India average retail
price

27.93

27.50

27.32

29.23

All India average
wholesale price

25.13

24.67

24.51

26.18

Source: Cost of production (paddy): CACP; cost of production (rice): computed; MSP
(paddy): Department of Food and Public Distribution, Government of India; MSP
(rice): computed; economic costs: Department of Food and Public Distribution,
Government of India; export price: ratio of value and quantity of non-basmati
rice export from APEDA, Ministry of Commerce and Industry, Government of
India.
Note: Cost of production is weighted average of state-wise cost of production. The
weight is based on states’ share in national paddy production in respective years.
All figures are expressed in rupees per kilogram. All India average retail and
wholesale prices are taken from The Department of Consumer Affairs.

The distributional aspects of the value discussed in Table 6 suggest
that the farmers received `0.75/kg for common rice and `1.27/kg for
A-grade rice in 2013–2014. The share is `-0.40/kg and `0.20/kg,
respectively, for the year 2014–2015. In 2015–2016, the farmers’ share
is negative for both varieties of rice. First, this share for the farmers is
possible only if the farmers get MSP for paddy. As shown in Table 4, 83
per cent of total paddy cultivators who sold paddy received a price equal
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Table 6. Summary of Table 5
Year

2013–2014

2014–2015

2015–2016

2016–2017

Farmers’ share
(if given MSP for
common rice)

0.75

-0.40

-1.22

–

Farmers’ share (if
given MSP for grade
A rice)

1.27

0.20

-0.62

–

Middle cost CRR
(excluding profit)

4.70

4.71

4.80

5.37

Middle cost ARR
(excluding profit)

4.76

4.78

4.87

5.44

Middle cost CPBR
(excluding profit)

4.37

4.32

4.99

4.90

Middle cost APBR
(excluding profit)

4.43

4.38

5.06

4.95

Difference between
export price and EC
of CRR

0.64

-0.32

-1.89

-2.30

Difference between
export price and EC
of ARR

0.05

-0.99

-2.56

-2.98

Difference between
export price and EC
of CPBR

0.96

0.07

-2.08

-1.84

Difference between
export price and EC
of APBR

0.38

-0.58

-2.75

-2.48

Source: Calculation based on Table 5.

to, or less than, the MSP. The percentage for marginal, small, semimedium, medium and large cultivators is 85, 84, 75, 72 and 64,
respectively. The result implies an inverse relationship between land size
and the share in the value of rice. In 2013–2014, at the MSP, the share
that farmers derived was between 3.13 per cent and 5.30 per cent of the
EC (depending on the final output). In 2014–2015, the maximum ratio
decreased to 0.8 per cent and the minimum ratio was negative (farmers
made a loss). Given the accessibility of MSP or a price above that, the
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smaller farmers’ share of surplus in the total value of rice is even smaller.
At the disaggregated level, EC is more than the export price of rice in the
last five years for the major rice-producing states, except Punjab,
Haryana and Tamil Nadu (Table A7). Second, the cost of production
mentioned here does not include the managerial cost of the farmer. The
Commission for Agricultural Cost and Prices recommends C3 cost
which includes managerial cost at the rate of 10 per cent of C2 cost.14
Taking C3 cost into account, the farmers on average made a loss even at
the MSP for the non-basmati varieties of both grades.
From Tables 5 and 6, it is clear that: (a) the export price is less than
the EC of rice; (b) in some years, the wholesale price is also less than the
EC; (c) in most years, the wholesale price is more than the export price;
and (d) the retail price is always higher than the wholesale price. Three
important questions emerge from the summary of the tables.
1. If the export price is less than the EC, then what explains the
export of non-basmati rice?
2. Why is the wholesale price less than the EC in some years?
3. Why is there export of non-basmati rice if the wholesale price is
more than the export price in most of the years?
Rice is the product of various production processes starting from the
cultivation of paddy. The EC compiles, in the best possible manner, all
the costs involved in the production processes until the storing of rice
in the warehouses. In such a situation, the comparison of EC with the
export unit price of rice could be an essential tool to understand the rate
of gain that the country makes through export of rice in the simplest
form. For the country as a whole, the cost of producing one unit of rice
includes the cost of producing one-unit rice equivalent paddy (c) and
middle costs (a). The EC, as mentioned earlier, is the sum of MSP
and the middle cost (msp + a). As discussed earlier, MSP is very close to
the cost of production (msp ≈ c) and sometimes the former is less than
the latter (msp < c). Therefore, the EC is (c + a). Now, if the unit export
price of rice is x, then, as given is Tables 6 and 7, x < (c + a). The result
implies that the country as a whole is making a loss through the export
of non-basmati rice.
The results relating to export, discussed earlier, can be seen if and only
if one considers the country as a single unit of analysis. However, the
reality is contrary to this: the country does not operate as a single unit.
There are several segments in the country (PVN of India), which operate
separately. For the interaction among themselves, they use their bargaining
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Table 7. Annual Average Export Prices of Non-basmati Rice for Different
Countries, 2016–2017
Price Range (`/kg)

No. of Countries

Quantity (%)

Revenue (%)

>50

3

0.69

1.44

40–50

4

0.81

1.37

30–40

11

14.78

19.53

25–30

11

8.02

8.24

20–25

28

63.80

59.50

15–20

4

10.74

8.08

Total

61

98.94

98.16

Source: APEDA, Ministry of Commerce and Industry, Government of India.

power (power relation) to maximize their personal economic gain. For the
sake of simplicity, let us assume that there are three segments in the
economy: (a) the government that sometimes procures paddy; (b) private
exporters that procure from farmers and export; and (c) farmers.
For the government, if cost of production is equal to the export price,
then it will make losses only if it makes some expenses on the middle
processes (that is, after procurement and before export). If the government
does not make the middle cost (that is, the cost incurred on middle
processes), there is no added economic burden on the Government at any
export price.15 For the private exporters of paddy, business is all about
getting some returns on the expenditure made, and though the profit
margin may fluctuate, exporters are not likely to incur a loss. However,
apart from the exporters, other actors in the value systems may face a
situation, where their cost are not fully met from the price they receive
from the exporters for non-basmati rice. It can be assumed here that the
private exports will be in business only in case of profit >0.
Suppose, p1 is the price received by the farmers for one unit of rice
equivalent paddy, a is the middle cost per unit of rice and x is the export
price per unit of rice.
Thus, the total expenditure of exporter per unit = p1 + a
According to the positive profit assumption16
p 1 + a 1 x

(1)

Now, according to the result of Tables 5 and 6, export price is less than
the EC or

20.40

26.62

North East Zone

South Zone

23.68

25.45

27.67

East Zone

North East Zone

South Zone

29.72

25.52

24.16

23.48

23.38

November 2016

26.91

23.06

22.94

23.76

22.19

May 2016

Source: Department of Consumer Affairs, Government of India.

25.89

25.13

North Zone

West Zone

October 2016

23.50

East Zone

Zone

23.25

24.09

North Zone

April 2016

West Zone

Zone

Table 8. Wholesale Price in Different Zones, 2016–2017

30.82

24.00

24.36

22.82

22.24

December 2016

27.39

23.93

24.15

24.16

22.58

June 2016

31.72

24.90

23.60

23.40

23.69

January 2017

26.30

24.00

23.50

23.78

21.92

July 2016

31.24

25.12

23.87

23.27

23.75

February 2017

27.63

25.30

23.27

24.10

22.80

August 2016

32.34

25.33

24.32

23.67

23.74

March 2017

27.18

24.50

23.90

24.16

22.89

September 2016
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x 1 c + a

(2)

From Equations (1) and (2)
			p1 + a < c + a
			or, p1< c
			or, p1 – c < 0
In other words, if exporters are making a positive return and the
export price is less than the EC of production, then this is only possible
through causing loss to the farmers. Similarly, in case of domestic trade,
if the wholesale price is less than the EC, then it is possible if and only if
farmers obtain a price which is less than the cost of production. The only
difference is that in the former case, the country as a whole is making
direct economic loss.
The rising export of non-basmati rice despite the fact that the
wholesale price is higher than the export price can be explained through
a number of factors. The figure reported in the table is for the country as
a single unit for a year. However, the wholesale and export prices vary
on a day-to-day basis. Similarly, the wholesale price in one part of the
country is not necessarily equal to the price in other parts. The export
price for one country may be different from another country. Therefore,
the wholesale as well as export prices are diverse in terms of geographic
locations and at different time periods. This diversity makes it difficult to
treat the wholesale domestic market as a substitute for the export market
for any business entity. For example, in 2016–2017, Indian exporters
exported non-basmati rice to 137 countries, out of which 99 per cent was
exported to 61 countries. The export prices for the same year were
between `18.75/kg and `52.45/kg. The details are provided in Table 7.
In case of the domestic wholesale market for the same period the price
was between `21.92 per kg in North Zone and `32.34 in the South Zone.
The month wise difference between the highest and lowest price was
in the range of `3.99 to `8.60. This is the average at the zonal level,
the price multiplicities increase further at the center level.
The second explanation for the difference between wholesale price
and export price of non-basmati rice lies at the policy level. In regulated
and unregulated wholesale markets, there are some market-specific
charges and taxes. The wholesale price mentioned in Table 8 includes all
taxes, and the price of food grains includes market fees, development
charges, purchase tax, commission charge, infrastructure cost and
government taxes. In some states, this works out to be 15.5 per cent of
the total price.17 On the other hand, multiple tax relaxations are provided

Kumar

159

for the export of rice. Currently, the export of non-basmati rice is not
only free but the exporters also get incentives in terms of Duty Drawbacks
that allow the export of rice to take back the custom and excise duty paid
on the input used for the exported material. Since February 2016, the
Duty Drawback on rice has ranged between `30 and `70 per metric tons,
depending on the packing size, if the exporter does not avail Cenvat
facility.18 The range is between `4.5 and `10.5 if the Cenvat facility is
not availed.19
The third possible explanation for the lower export price can be
sought from the perspective of accounting. It is possible that there is
some misinvoicing of the trade value by exporters. The literature suggests
the existence of misinvoicing in the case of India’s international trade.20
However, there is no rice-specific study to claim the same. Even if there
were a possibility of misinvoicing in rice exports or the diversification in
domestic and international markets, it does not contradict the finding of
the study that the benefits of rice exports do not reach farmers especially
in a situation where the EC of producing rice is more than the export or
wholesale price.

Conclusion
In the last two decades, the basmati export price has experienced huge
variation, and since 2013–2014, it has been declining continuously. The
demand for basmati in the international market is also not constant, as it
faces policy level interferences (as per the examples of Iran and the EU).
The variation in the demand and price of basmati raises risk and uncertainty. However, it is worth noting that the share of basmati in the total
rice produced in India is close to 5 per cent, while the basmati export has
a very small and indirect link with the very vast Indian farming community, and that link is concentrated primarily in only two states. Out of
total basmati produced in India, 97 per cent is cultivated in Punjab, Haryana and Western Uttar Pradesh. The basmati producing areas are relatively dominated by the larger landholding groups, which have higher
share of marketed surplus.
The cultivation of non-basmati paddy is spread all over the country—
except for a few states, and that too because of agro-ecological reasons.
The maximum number of the paddy farmers in India are selling paddy at
a price which is less than the cost of production. The forward linkages
are weaker for the marginal and small landholder farmers. The small and
marginal farmers obtain a lower price for paddy than the large- and
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middle-sized group of farmers. In 2012–2013, 83 per cent of the total
paddy cultivators in India received a price less than the MSP; in this way
as well, the small and marginal farmers are more deprived than the
larger-sized group of farmers. The government procurement agencies
have minimal coverage, which is generally preferred by the farmers
because of the guaranteed MSP. With reference to the export segment of
PVN, it has been observed that, even at the MSP, the share of surplus that
farmers get is smaller out of the total market value of the rice, and
sometimes negative, and those who obtain less than the MSP are certainly
making the deficit.
The export unit price of rice is less than its EC; the export unit prices of
the non-basmati rice in the recent years are not sufficient to cover the cost
of production, milling charges, transportation charges, storing charges and
other basic costs involved in the production processes of rice. This
calculation does not include other costs involved (such as environmental
costs and subsidy provided to farmers) and profit. Hence, even in the
narrowest economic sense, the export of non-basmati rice does not make
positive surplus for the country in the years under consideration.
In addition to the aforementioned points the fluctuating export prices
are inevitable in the case of open trade; therefore, the falling price results
in the larger gap between actual and potential realization through the
export of rice. In a situation where the farming community is already
facing the deficit and not able to cover the cost of production, the recent
export prices are an additional concern. Since an exporter of any country
cannot alone change the world price, it means that in order to make
exports profitable, even with a lower margin, the squeeze is possible only
in the backward linkages in general, and from farmers in particular.
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Annexure
Table A1. Marketed Surplus Ratio (MSR) of Different States, 2015–2016
States

MSR (Rice)

States

Punjab

99.37

Bihar

86.16

Haryana

98.61

Kerala

84.70

Karnataka

94.40

Uttar Pradesh

78.43

Madhya Pradesh

93.09

Odisha

77.35

Andhra Pradesh

91.73

Assam

70.09

Tamil Nadu

91.51

West Bengal

68.98

All India

MSR (Rice)

84.35

Source: Agricultural Statistics at a Glance (2016).
Note: MSR is given in percentage of total production in the state.

Table A2. Cost of Cultivation and Cost of Production of Paddy of Major
States, 2015–2016
State

COC

COP

Andhra Pradesh

82,059

1,325

Assam

50,525

1,420

Bihar

42,839

1,276

Chhattisgarh

49,952

1,393

Haryana

82,427

1,544

Odisha

57,444

1,450

Punjab

74,622

1,062

Tamil Nadu

74,672

1,435

Uttar Pradesh

59,416

1,541

West Bengal

72,235

1,423

Source: Directorate of Economics and Statistics.
Note: Cost of cultivation (CoC) is expressed in rupees per hectare and cost of production
(CoP) is expressed in rupees per quintal.
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Table A3. Indian Rice Export
Year

Non-basmati Rice (kg)

Basmati Rice (kg)

1987–1988

33,519,000

355,277,000

1988–1989

35,473,900

314,088,000

1990–1991

21,024,000

217,695,000

1991–1992

525,790,000

235,590,000

1992–1993

276,734,550

286,170,000

1993–1994

240,454,000

527,233,000

1994–1995

448,446,000

442,167,000

1995–1996

4,540,699,000

373,314,000

1996–1997

1,988,847,213

523,126,822

1997–1998

1,796,279,554

592,678,258

1998–1999

4,365,841,578

597,756,430

1999–2000

1,257,747,512

638,379,777

2000–2001

682,746,621

851,717,701

2001–2002

1,541,485,140

666,713,639

2002–2003

4,337,062,990

710,156,206

2003–2004

2,640,438,932

771,475,368

2004–2005

3,615,109,547

1,162,989,156

2005–2006

2,921,601,914

1,166,562,794

2006–2007

3,702,191,989

1,045,714,947

2007–2008

5,285,916,327

1,183,355,732

2008–2009

931,879,803

1,556,411,056

2009–2010

139,540,759

2,016,774,999

2010–2011

100,685,777

2,370,658,389

2011–2012

39,977,195,73

3,178,174,433

2012–2013

6,687,990,847

3,459,898,933

2013–2014

7,133,183,374

3,757,271,423

2014–2015

8,274,046,018

3,702,260,073

2015–2016

6,464,569,768

4,045,822,286

2016–2017

6,770,804,279

3,985,195,600

Source: APEDA, Ministry of Commerce and Industry, Government of India.
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Table A4. Unit Price (Nominal) of Exported Rice
Year

Non-basmati Rice (`/kg)

Basmati Rice (`/kg)

1987–1988

6.4

8.9

1988–1989

5.5

9.9

1990–1991

6.9

12.7

1991–1992

6.1

18.5

1992–1993

7.2

24.5

1993–1994

9.4

20.1

1994–1995

7.6

19.6

1995–1996

8.2

22.8

1996–1997

9.7

23.8

1997–1998

9.4

28.4

1998–1999

10.1

31.4

1999–2000

10.7

27.9

2000–2001

11.4

25.4

2001–2002

8.6

27.6

2002–2003

8.8

29.0

2003–2004

8.2

25.8

2004–2005

10.9

24.3

2005–2006

10.9

26.1

2006–2007

11.5

26.7

2007–2008

14.0

36.7

2008–2009

18.1

60.9

2009–2010

26.2

54.0

2010–2011

23.0

47.9

2011–2012

21.7

48.6

2012–2013

21.6

56.1

2013–2014

24.9

78.0

2014–2015

24.7

74.5

2015–2016

24.0

56.2

2016–2017

25.0

54.0

7.0

18.5

13.5

34.5

Standard deviation
Average
Coefficient of variation

0.52

0.54

Source: APEDA, Ministry of Commerce and Industry, Government of India.
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Table A5. Unit Price (Real) of Exported Rice
Year
1987–1988
1988–1989
1990–1991
1991–1992
1992–1993
1993–1994
1994–1995
1995–1996
1996–1997
1997–1998
1998–1999
1999–2000
2000–2001
2001–2002
2002–2003
2003–2004
2004–2005
2005–2006
2006–2007
2007–2008
2008–2009
2009–2010
2010–2011
2011–2012
2012–2013
2013–2014
2014–2015
2015–2016
2016–2017
STDEV
Average
CV

Real Non-basmati
Rice (`/kg)

Real Basmati
Rice (`/kg)

5.9
5.1
6.2
5.4
6.6
8.5
6.9
7.5
9.0
8.8
9.3
10.4
11.0
8.4
8.5
7.9
10.3
10.4
10.8
13.3
16.7
24.7
21.1
20.0
20.0
23.4
24.0
23.5
24.1
6.7
12.7
0.53

8.2
9.2
11.5
16.2
22.4
18.3
17.8
20.9
22.2
26.7
29.1
27.1
24.5
26.8
28.0
24.9
23.0
25.0
25.1
34.7
56.0
50.9
43.9
44.8
52.0
73.4
72.3
55.2
52.1
17.7
32.5
0.54

Source: APEDA, Ministry of Commerce and Industry, Government of India; and deflated
with GDP deflator (The World Bank).
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Table A6. Unit Price of Exported Rice
Non-basmati
Rice (US$/Qtl)

Basmati
Rice (US$/Qtl)

1987–1988

49.2

68.9

1988–1989

38.0

68.6

1990–1991

38.3

70.8

1991–1992

24.9

75.5

1992–1993

23.4

79.8

1993–1994

29.9

64.2

1994–1995

24.2

62.3

1995–1996

24.5

68.1

1996–1997

27.3

67.2

1997–1998

25.3

76.5

1998–1999

24.0

74.6

1999–2000

24.7

64.4

2000–2001

24.9

55.7

2001–2002

18.4

58.8

2002–2003

18.2

59.9

2003–2004

18.3

57.4

2004–2005

24.3

54.1

2005–2006

24.6

58.9

2006–2007

25.4

59.2

2007–2008

34.6

90.7

2008–2009

39.4

132.4

2009–2010

55.2

113.9

2010–2011

50.4

105.1

2011–2012

45.2

101.4

2012–2013

39.7

103.0

2013–2014

40.9

129.5

2014–2015

40.3

122.0

2015–2016

36.6

86.0

2016–2017

37.4

80.7

Year

Source: Ratio of value and quantity mentioned in data (Table A4) from APEDA, Ministry
of Commerce and Industry, Government of India.
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Table A7. Economic Cost of Rice and Export Price of Rice in Major Paddy
Producing States
2013–2014
Raw Rice

Raw Rice

Common

Grade A

Common

Grade A

Andhra
Pradesh

26.3

26.9

25.8

26.5

23.7

Assam

22.7

23.3

0.0

0.0

17.1

Bihar

24.8

25.4

24.4

25.0

16.2

State

Para Boiled Para Boiled Export Price

Chhattisgarh

26.2

26.8

25.8

26.4

21.9

Haryana

23.1

23.7

22.7

23.3

37.9

Odisha

25.2

25.8

24.8

25.4

23.9

Punjab

24.0

24.6

23.6

24.2

32.8

Tamil Nadu

24.2

24.7

23.8

24.4

33.2

Uttar
Pradesh

22.6

23.2

22.3

22.8

26.1

West Bengal

24.2

24.8

23.9

24.4

23.8

2014–2015
State
Andhra
Pradesh

Raw Rice

Raw Rice

Common

Grade A

NA

NA

Para Boiled Para Boiled Export Price
Common
NA

Grade A
NA

23.9

Assam

23.6

24.2

23.2

23.8

24.1

Bihar

25.8

26.4

25.4

26.0

17.4

Chhattisgarh

27.4

28.1

27.0

27.7

21.5

Haryana

23.9

24.6

23.5

24.2

34.5

Odisha

26.2

26.9

25.8

26.4

28.0

Punjab

24.8

25.5

24.4

25.1

30.2

Tamil Nadu

25.0

25.7

24.6

25.3

29.8

Uttar
Pradesh

23.5

24.1

23.1

23.7

26.2

West Bengal

25.3

25.9

24.9

25.5

22.2
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2015–2016
Raw Rice

Raw Rice

Common

Grade A

Common

Grade A

Andhra
Pradesh

28.2

29.0

27.8

28.5

22.3

Assam

24.3

25.0

0.0

0.0

33.0

State

Para Boiled Para Boiled Export Price

Bihar

26.7

27.4

26.3

27.0

19.5

Chhattisgarh

28.0

28.7

27.6

28.3

20.1

Haryana

24.7

25.3

24.3

24.9

34.1

Odisha

25.4

26.1

25.0

25.7

16.2

Punjab

25.9

26.6

25.5

26.2

31.5

Tamil Nadu

25.9

26.6

25.5

26.2

33.5

Uttar
Pradesh

23.8

24.5

0.0

0.0

25.1

West Bengal

26.2

26.9

25.8

26.5

21.3

2016–2017
Raw Rice

Raw Rice

Common

Grade A

Common

Grade A

Andhra
Pradesh

29.4

30.1

28.9

29.6

23.6

Assam

25.6

26.2

25.1

25.8

19.3

Bihar

27.9

28.6

27.4

28.1

18.4

Chhattisgarh

29.3

30.1

28.9

29.6

21.7

State

Para Boiled Para Boiled Export Price

Haryana

26.1

26.7

25.6

26.3

35.6

Odisha

27.7

28.4

27.3

28.0

25.7

Punjab

27.4

28.1

26.9

27.6

31.8

Tamil Nadu

26.9

27.6

26.5

27.1

34.7

Uttar
Pradesh

25.5

26.1

25.1

25.7

23.9

West Bengal

27.4

28.0

26.9

27.6

23.0

Source: Economic costs: Department of Food and Public Distribution, Government of
India; Export price: ratio of value and quantity of non-basmati rice export from
APEDA, Ministry of Commerce and Industry, Government of India.
Note: All figures are expressed in rupees per kilogram.
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Notes
1. See http://inputsurvey.dacnet.nic.in/
2. FAOSTAT, FAO-RMM, Directorate of Economics and Statistics of
Government of India (GoI), Department of Food and Public Distribution
of GoI, Agricultural and Processed Food Products Export Development
Authority of GoI.
3. See   http://www.thehindubusinessline.com/economy/agri-business/riceexports-to-be-record-10-mt-in-201112-year-usda/article3968487.ece
4. Notification No. 71 (RE–2010)/2009–2014, Department of Commerce,
Ministry of Commerce and Industry, GoI.
5. See   http://www.business-standard.com/article/markets/Basmati-riceexports-to-iran-via-dubai-soar-115111001536_1.html
6. See   http://www.financialexpress.com/opinion/how-india-is-paying-theprice-of-rice-exports-to-iran-the-story-is-of-crashed-markets-reneging-buyers/833856/
7. See  http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX%3A
32017R0983
8. See http://www.thehindubusinessline.com/economy/agri-business/Basmatiexports-to-eu-face-fungicide-blockade/article9565837.ece
9. The public procurement agencies procure paddy at the MSP, decided by the
GoI. The MSP in its current form is based on the cost of production, demand
and supply, price trends in the domestic and international market, intercrop
parity, terms of trade between agriculture and non-agriculture, and likely
implications of MSP on consumers of the product. Taking all factors into
account, the Commission for Agricultural Costs and Prices (CACP) recommends the MSP. The MSP and its rationale are being debated since its inception. However, there is a very strong advocacy for the pricing system of
agricultural products on the basis of cost incurred in the cultivation. There
are two types of criticism for MSP: one which suggests that the MSP does
not capture the cost of cultivation adequately (Sarkar, Ramachandran, &
Swaminathan, 2014) and the other which questions the relevance of MSP
or any price which is biased toward supply-side factors (Chand, 2003;
Raghavan, 2004). However, in both the criticisms, the calculation of the cost
of cultivation is undisputed. The details of the debate around the MSP are
outside the scope of this article, but for the purposes of the present analysis,
the MSP can be taken as a minimum level of price.
10. It is estimated that for every kilogram of rice produced, 2,500 liters of water
are used (IRRI, 2009).
11. GoI provides fertilizer subsidy and many state governments provide subsidy
on electricity for agricultural use.
12. The analysis of economic cost does not cover basmati rice because, first,
CACP do not provide cost of production of basmati and, second, public
procurement agencies generally procure non-basmati rice only, and hence
the calculation of economic cost is difficult.
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13. Percentage of de-husked grain = (N × 100)/W, where N is number of dehusked grains in five grams of sample and W is total number of grains in five
grams of sample; see http://www.foododisha.in/download/policy-2013-14.pdf
14. See http://eands.dacnet.nic.in/Cost_Concept/Cost_Con.pdf
15. This conclusion is based on a discussion with professor Prabhat Patnaik
during the Summer School of Sam Moyo African Institute of Agrarian
Studies, Harare, January 2018.
16. The assumption is reinforced by Kalecki’s (1971) analysis that the price of
agricultural products (paddy) is demand-determined and the price of industrial outputs (rice) is cost-determined.
17. See http://dmi.gov.in/Documents/stminprreform.pdf
18. The Central Value Added Tax (Cenvat) facility allows the exporters to take
input credit.
19. Notification No. 22 / 2016-CUSTOMS (N.T.) New Delhi, dated 8 February
2016, GoI, Ministry of Finance (Department of Revenue). The principal
notification No. 110/2015-Customs (N.T.) dated 16 November 2015 was
published in the Gazette of India, vide G.S.R. 861 (E), Extraordinary, part
II, Section 3, Subsection (i) dated 16 November 2015.
20. See https://thewire.in/trade/india-profit-trade-misinvoicing-un-report and
https://unctad.org/en/PublicationsLibrary/suc2016d2_en.pdf
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