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Abstract
The different price stabilization measures adopted by the government for controlling the

vacillation of onion prices were largely unsuccessful. At present, onion price instability is very high
for the reason of production instability and price seasonality. Onion producers are not able to get
more than 45 percent share of the retail prices due to faulty marketing and trading practices. Even in
severe price crisis of December 2010, July 2013, farmers have not earned a penny. As a result, the
income from onion cultivation has become unstable and unsustainable. Considering the suitable
weather conditions for onion growth in the state, the export potential, the huge production levels
and most importantly the engagement of nearly 4 to 5 million small and medium farmers in onion
cultivation, income stabilization of the onion producers is the main objective of this thesis. In order
to achieve the objective, the thesis recommends a combination of three instruments: production
planning; adoption of storage policy by the farmers themselves; and establishment of price
stabilization fund. The three measures are suggested after examining the factors leading to onion
price instability. The recognized factors: the production instability of the main Kharif season, lack of
storages by the farmers for the summer season and lack of any income stabilization instruments, the
faulty trading and marketing practices. These factors pose a big challenge for income stabilization
measures. Price stabilization measures and production controls should be simultaneously
implemented to achieve the two fold objectives of income stabilization along with increase in
production. It is hypothesized in the study that the adoption of these measures, with supported
suitable marketing changes will reduce the income instability.

The possibility of production planning is evaluated with onion price production relationship. The
qguantity of onion required for direct and indirect consumption is predicted and accordingly the
required area to be brought under cultivation is also predicted. The forecast of state level
production will help in planning for production. Market study is carried out to bring forth the
monopolistic, exploitative and speculative trading practices of commission agents and traders. Price
and arrival seasonality analysis provide the scope for development of a storage policy for the
summer season crop. The possibility of storing the summer crop and releasing the stocks in non
harvesting season is examined for improving the incomes from the summer crop. The costs, benefits
and risks in storage policy are examined with the help of Lasalgaon market price and arrival data.
The impact of storage on market prices is examined. To reduce the impact of fluctuating prices on
producer’s income, concept of price stabilization fund is developed, where price fluctuations will be
kept within limits of a predetermined price band with low, normal and supernormal price levels. It is
a corpus to be set up for providing financial assistance to farmers when market price is lower than
the fixed low price of the fund and it is expected that farmers will pay the money back when they get

super normal prices. The required size of the fund is established with the help of available Lasalgaon
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market price and arrival data. Possible misuse, suggestions to overcome the misuse and the impact
of fund operation on reducing income instability is assessed.

The price instability at 68 percent is found to be the highest in onion compared to wheat,
rice, potato and garlic. Price instability is also higher than production instability, which is 45 percent.
The price growth rate at 2.4 per annum is the lowest as compared to growth rate of prices of other
crops. The production, area growth statistics of onion in the state are higher than onion price growth
statistics. The onion prices are marked with high price seasonality within months, making the season
wise income unstable and non remunerative. The onion price production relationship is negative,
prices fall by Rs. 0.50 to 0.60 per 100 tons of additions of arrivals. State level production is strongly
influenced by previous year’s onion national price index (up to 85 percent variation explained).

On the basis of price production relationship equation and production forecast equation
estimated in the study, the study has developed two methods of production planning for the state.
First method is to plan for the level of onion output required for state consumption and second
method is to predict the state onion production. It is observed that the present production level is
just sufficient to fulfill the state’s onion demand in normal harvesting conditions. But in any
abnormal situations of crop losses, there occurs acute shortage of onion supply. Further, the
production level should increase as per the rate of increase of population and exports. In both the
planning methods the production levels as well as area required can be estimated. Production
planning methodology provides an idea of the price levels and production levels that may get
established in near future. Accordingly, horticulture department or the policy makers can think of
suitable changes (if required), either in area under onion or the output levels. Production planning in
a staggered or phased manner is suggested in the study to avoid the surplus or gluts of crop in the
market.

Adoption of storage policy by the farmers for the non harvesting season will increase
farmer’s incomes by 36 percent and the risk in storages is very low at 10 percent. The establishment
of price stabilization fund will reduce the instability in income by 18 percent. The marketing and
institutional reforms such as increasing the number of traders in market, system of ‘reserve price’ at
the time of auction to secure farmer’s interests, coverage of transport and other costs of the farmers
etc. are suggested which complement for smooth functioning of income stabilization instruments.

A theoretical analysis backed by statistical analysis of onion prices and production, indicates
that the income from onion cultivation can be stabilized with the help of production and marketing

planning, adoption of storage policy by the farmers and the establishment of price stabilization fund.
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