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General Studies-3; Topic: Supply Chain Management; upstream and downstream 
requirements; Transport and marketing of agricultural produce and issues and related 
constraints. 

Price Volatility of Vegetables in India 

1) Introduction 

• Indian farmers face several risks—production, weather, quality, market, and so on. 

• While crop production is often seasonal and regional, consumption is round the year and across the 
country. 

• So market prices of agriculture commodities tend to be volatile. 

2) Retail Inflation 

• Retail inflation for the month of October breached the Reserve Bank of India's medium-term 
comfort target of 4 per cent. 

• The reason behind mounting retail inflation is the spike in food prices led by uptick in vegetable 
prices. 

• Onion prices are emblematic of India’s larger food inflation battle. 

3) Reasons why Vegetables Become Expensive 

• Vegetables generally become expensive during the June-September period. 

• Rainy spells hamper freight movement across the country, dwindling supplies. 

• Droughts, on the other hand, can reduce output. 

• Malpractices add to the problem. 

• This year’s onion supply crunch is due to sluggish start to the monsoon, and, then, delayed harvests 
due to untimely rains. 

• Flooding has ruined about a third of the crop in Maharashtra, India’s largest onion-growing state. 

• Karnataka received heavy rainfall during the harvest period of the onion grown in kharif season. 

• The next harvest will hit markets only from January. Till then, prices will remain under pressure. 

4) Price Stabilization Fund (PSF) 

• Price Stabilisation Fund (PSF) refers to any fund constituted for the purpose of containing extreme 
volatility in prices of selected commodities. 

• It helps regulate the price volatility of important agri-horticultural commodities like onion, potatoes 
and pulses. 

• The scheme provides for maintaining a strategic buffer of aforementioned commodities for 
subsequent calibrated release to moderate price volatility and discourage hoarding and 
unscrupulous speculation. 

• Apart from domestic procurement from farmers/wholesale mandis, import may also be undertaken 
with support from the Fund. 

5) Concerns / Challenges 

• India lacks a robust yearly agricultural outlook, which refers to a tightly scanned, market 
intelligence-based forecast of availability and prices. 

• Without it, there is little by way of advance warning. 

• The policymakers look up to the United States’ department of agriculture’s annual India projections 
for a reliable food supply outlook. 
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• Annual surge in prices suggests that a lot of work to fix the food distribution network remains 
incomplete. 

• Repeated stocking limits on onion traders discourages private investments in modern cold storages. 

• With crumbling infrastructure, many APMC mandis are running over their capacity. 

6) Way Forward 

• The government needs to find a sustainable solution for price stabilisation, rather than taking 
temporary ad hoc measures. 

• Multi-pronged strategy involving technology, extension, public stocks, and market intelligence is 
needed to address excessive volatility. 

• Investment in cold chains and adequate food-processing facilities can help tide over crises with 
dehydrated onions. 

• Price stabilisation requires a fine-tuned policy whereby the government efficiently buys excess 
stocks during winter harvest and releases them during summer shortages. 

• The government should efficiently and effectively intervene in private markets to curb price 
volatility. 

• If the government feels that traders are colluding to rig the market, then the Competition 
Commission of India should look into it. 
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