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SUMMARY OF THE REPORT.

1. 1t is necessary to raise the standard of living of
the agriculturist and- the 'agricultural labourer to the
highest possible level by taking immediate steps : (§) to
increase agricultural production to the maximum extent
possible and (i) to improve agricultural efficiency in all
directions.

2. This calls for a policy of active State assistance
to agriculture, adequate measures of agricultural improve-
ment and an intensive programme of agricultural develop-
wment and investment so as to develop the resources of the

. country. The resourcas are sufficiently.large to enable
the necessary expension in production to take place.

3. A policy of active State assistance to agriculture
has been followed in many countries since the depression
of the 1930°s. Some steps have been taken in this respect

~in India as well, paiticularly since the ‘outbreak of the
war. The Government of India have declared in their
statement of policy on Agriculture and Food that the
sum of their objectives is an expanding production and
consumption and adequate purchasing power in the hands
of the people.

4. Forachieving this objective it is necessary to have
a coordinated programme consisting of a number of diffe-
rent measures, partly techmical and partly economic,
integrated 1n a suitable manner.

§. The technical problem is to secure an incresse
in the productivity of the land through an all-round drive
for greater efficiency in agricuiture. This calls for an
intensive application of scientific knowledge to agricul-
ture and a considerable expanrion in the normal research,
training and extension activities of the central and provin-
cial departments of agriculture.

6. The econcrnic problem is to bring about the
largest increase possible in the national income from

agriculture and to secure its equitable distribution. This

can be achieved by reduction in the costs of production
per unit of produce through greater efficiency of produec-
tion, adjustment of rent and other charges, grant or subsi-
dies of various kinds to Jow-income groups of producers

Objestives,

Methods of
assistanse.
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and’ reform of land tenure. - A programme of general
economic development creating fresh avenues of employ-
ment in large scale and small-scale industries, supported:
by a monetary policy designed to maintain employment,
incomes, and purchasing power at a satisfactory level,
are also essential steps towards securing this end. Each
of these measures has its importance and their simultane-
ous adoption is necessary for the comprehensive develop-
ment of agriculture.

ﬁ:ﬂ case for 7. In certain circumstances however it may be neces-

Sxation. sary to go further and adopt measures such as guaranteed
prices so as to secure comparative stability of agricultural
prices and incomes, in the face of seasonal and cyclical
fluctuations as well as to establish a reasonable parity-
betwecn agricu’tural and ipdustrial incomes. The guaran-
tee of an assured market for agricultural produce st a’
remuncrative minimum price cénstitutes the most direct
and effective form of assistance. It is an essential part
~of a nation-wide drive to raise agrieultural productivity
and output. Some of us, in fact, consider that all the
other “measures combined will not suceeed in attaining
‘the objectives in view unless the producer is guaranteed
a remunerative minimum price for his produce.

8. Agriculture involves a high degree of risk, parti-
cularly under Indian conditions, where it is' exposed to
the vagaries of the monsoon and other climatic factors,
as also to damsge on a large scale by pests and diseases.
Production is therefore subject to wide fluctuations. In
‘addition, the agricultural producer is faced with the risk
of a fall in prices which may be so heavy as to render agri-
sulture unremunerative to the majority of producers. It
s essential for the State to take such action as may be
feasible to safeguard the producer from these risks and
make his occupation loss of a gamble. This is all the more
necessary in India where agriculture is’carried on by a
large number. of small and unorganised producers, who
‘cannot adopt new techniques or invest in improvements
or avail themselves of the facilities offered by the State,
unless they have a reasonable assurance in regard to the
price which their surplus produce will fetch in the market.

9. A policy designed to increase the national sgri-
cultura] production to its optimum potential, connotes an
“economy of abundance’’ in which there exists under
certain conditions the danger of the supply of the produce



concerned exceeding the effective demand, with & conse-
quent fall of prices.” In the absence of any effective
measures to stabilize prices at economic levels, thé pro-
ducer will have to suffer the penalty of receiving uneco-
nomic prices for the produce he markets, in return for his
engerprize in increasing the productivity of his land.
T%is anomalous state of affairs can be rectified only by

- —

guaranteeing him minimum floor prices for his produce.

10. Agsin, the cultivator has to meet his fixed
obligations such as land revenue, rent, interest and other
charges from a fluctuating income which in most cases
is barcly sufficient for his subsistence.. He is therefore
usually in debt. He, sticks to his occupafion only because
to him, agriculture is a way of life rather than a business
for profit.

11. In these circumstances, the agricultural producer
can be expected to co-operate more readily in a drive for
the expansion of production and increase in its efficiency,
if he has the agsurance that his produce will in any event
fetch a price not lower than *s given minimum. The
incentive offered by the -guarantee of a minimum price
ie direct and general in its incidence, is easily understood
by the producer and evokds his willing response. . Such
a guarantee has therefore to be an essential part of any
policy of agricultural development.

12. The effective guarantee of a minimum price will
not only introduce an element of stability in agriculture,
but will also promote stability in other spheres of economic
life, and will assist in securing a general rise in national
income. The maintenance of the income of the agricul-
turist at a satisfactory level will provide a large home
market for the products of Indian industries and encourage
their development. It will maintain the revenues of the
Provincial Governments, because of its direct effects on
land revenue and water cherges, and its indirect effects
on the yield of other sources of revenue. It will increase
the remunerativeness of public works in the sphere of
agriculture. It avill maintain the value of the only secu-
rity that the agriculturist can offer, increase his credit
snd promote the development of marketing and credit
organisations. The guarantee of a minimum price, which.
introduces an element of stability in agricultural incomes,
is thus & measure of pivotal importance for general eco-
nomic development.
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18. It is of course necessary to ensure that the
measures taken for the implementation of the guarantee
are such that the benefits reach those for whom they are
chiefly intended, viz., the small eultivators and agricul-
tural labourers who are particularly vulnerable to the
hazards of agriculture and who have a stronger claim
to State protection than the bigger landlords.

14. 1t is equally necessary to safeguard the interests
of consumers by preventing prices from rising beyond
a prescribed maximum. In addition tofixing & maximum
price, the State should give special protection to the more
vulnerable and poorer classes of society by granting,
where necessary, subsidics on consumption. .

15. In short the guiding principle of a policy of price
support should be te fix prices within a range which weould
be fair both to the producer and to the consumer and be
capable of being enforeed in practice. This will neces-
sitate a guarantee by the State to purchase all stocks
offered to it at the minimum price and an undertaking
torelease stocks at a price not exceeding the maximum.

16. The adoption of a policy of price support in India
should not present serious difficulties. Such a policy
is already in force in many other countries such as the
U.S.A,, Canada, U.K., etc. The trend of world develop-
ments is to co-ordinate these national policies through
international organizations like thoF.A.O., and the proposed
International Trade Organisation and Commodity Com-
missions in a manner which will reduce undue fluctua-
tions and tend to stabilise agricultural prices on a
world-wide scale.

17. Though our report concentrates mainly on the
specific problems of price policy, we must emphasise the .
necessity of a simultaneous adoption of a-wide variety
of other measures of agricultural and general economic
development and & complementary monetary policy.
An expansion of gainful employment and an increase in
real wealth must ultimately result in a ready market
for all agricultural preduce and in a permanent improve-
ment in the standard of living of the agriculturist.

Principles of

price fixae 18. A fair price as we would define it, is such as would
'(“S%w leave to the producer an income sufficient to maintain him

price. and his family at a standard of life equivalent to that
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enjoyed by comparable classes of the population. Thias
implies that due allowance should be made for the costa
of such goods and services a8 make up & reasonable
standard of living for cultivators as a class.

19. A fair price should cover the costs of production
of a producer who represents the bulk of the producers of
the commodity concerned, i.e., who has & representative
size of holding andis wholly dependent upon such
holding. The price so arrived at will not cover the cost of
the marginal producer who may have to be given special
assistance through subsidies where this is considered to
be necessary.

20. Further, a fair price should be auch as would en<
able the producer to pay a fair level of wages to the agri-
oultural labourer, so that the latter also may enjoy a stan-
dard of life equivalent to that of other comparable classes
of the population,

21. The determination of a fair price thus entails
calculation of the costs of the different items which enter
into the costs of production and the costs of living in dif-
ferent parts of the country. These costs vary widely
socording to soil and climatic conditions, crops produced,
size of holding and severa} other factors. They can only
be estimated by detailed and continuous enquiries spe-
cially planned and conducted with this object.

22. It i3 therefore necessary to take early steps to
create a suitable machinery for the collection of data re-
lating to these costs, Priority should be given to the ool-
lection of reliable data regarding the yield per acre of the
principal crops so as to provide the means for assessing the
expected progressive inocrease in agricultural efficiency.
In the permanently settled areas, early action is needed for
the collection of accurate data relating also to the acreages
under different crops. The necessary machinery should be
set up forthwith and placed on a permanent footing,

23. Until the relevant data become available, it will be
necessary to proceed on & less soientific basis and maintein
sgricultural prices at reasonable parity with agrioultural
oosts, Agricultural prices refer to the prices received
by the agrioulturist for his produce. Agricultural costs
refer to the prices paid by the agriculturist for the goods
and services entering into his eoets of production and bis
costs of living, ‘

(H) Yol
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24. The most appropriate way of arriving at such a
parity is to proceed on the basis of the relationship between
the agricultural prices and the agricultural costs which res-
poctively prevailed during a particular period in the past
when such relationship was commonly accepted to be fair
to all the.interests concerned; adjustments should be
made therein, where necessary in the light of changes in
the basic factors affecting the-costs of production and
the costs of living. As however comprehensive data of
these costs are not available, it is necessary to work on
the basis of the available prices of a few principal com-.
ponents of these costs.

25. For this purpose the prices of cloth, kerosene,
salt, gur, sweet oil, iron and steel (representing agricul-
tural implements), bullocks, manures, oilcakes and fodder
(representing cattle feeds), and other such items may be
regarded as fairly representative of the variable items
in agricultural costs. Saitable weights will have to be
attached to these items, depending on the extent to which
they normally enter into the costs of production and the
costs ofliving. Due allowance will also have to be made for
the fact that certain items in these costs such as land
revenue, rent, irrigation rates and interest charges are
normally relatively stable in character.

28. The most suitable period in the past for use as
a base-period for purposes of parity is the quinquennium
1924-25 to 1928-29. The aim should be to maintain the
same relationship bstween agricultural prices end the
index of agricultural costs as prevailed in the base-period
and to determine the fair prices accordingly.

27. It may not be possible however to enforce the fair
prices, so arrived at, becauce of practical difficulties.
It is besides difficult to peg market prices at any parti-
cular point, as distinguished from pegging them within a
certain range. The policy should therefore be to fix
minimum and maximum prices, on the basis of the fair
prices.

28. . The minimum and the maximum prices represent
the wholesale prices in the mandis and the market thIe-
sale prices will fluctuate within this range. The prices
actually received by the producers may be somewhat
lower, and the retail prices at which the commodity is
gold to the consumers somewhat higher than the market
wholesale prices.
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29, In the transition period, during which the controls (jv)Minimum
initiated during the war may continue, the minimum price prices.
should be fixed at not less than the fair parity price and .
all the produce that is offered to Government should be (a) During

purchased by it at that price. :::,. :m.

30. In the post-transition period, when normal supply s:z D;‘:':w
and demand conditions may be restored, the minimum price 2 Fion
muy have to be fixed at a level below the fair parity price gperiod.

&s indicated in paras 31 and 32.

3l. In fixing the minimum price it will be necessary
to take into_account the_relation between agricultural
prices and the general level of prices in the country ; the re-
lation between price trends in India and abroad; any
goneral assistance given to Agriculture’ by the State
through other measures such as subsidies, remission of land
revenue and other dues, ete; and above all, the financial
resources available to the State for the implementation
of the price guarantee,

32. In certain circumstances, it may be considered
neccssary es a matter of State policy, to reduce the general
level of prices for overall economic.reasons. Since the
prices of foodgrains and agpicultural raw materials occupy
a crucial position in the domestic price structure, a reduc-
tion in agricultural prices may be a necessary prelimi-
Lary to a general price reduction. Should such a reduction
Lecome necessary, it should not exceed 1239, i.e. two
annasin the rupee of the current fair parity prices in any
ove year, and once a reduction lhas thus been made, no
further reduction should be effected during the crop year:

38. The consideration of the factors referred to in
purag 31 and 32 may result in circumscribing the prin-
ciple of fair parity prices to some extent and the minimum
price fixed may cori¥equently be lower than the fair parity
price. In order that a limit may be placed to the reduc-
tion in the fair parity price on account of the factors men-
tivned, some of the members of the Sub-committee are of the
view that the minimum price should not be fixed at a
level lower than the fair parity price by more than 123%,
while other members of the Sub-committee are of opinion
that no limitation should be placed upon the discretion of
tLe price-fixing authority in this respect.
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34. The market prices should under no circumstances
be permitted to fall in future below a rock-bottom mini-
mum level. This limit is set by the fixed elements in.
agricultural costs and a fall in the market prices below
this level will upset the econoniic balance of the country:
side. The sub-committee are unanimous in the view that the-
State should undertake the obligation to prevent prices.
from falling below such a rock-bottom minimum. Some
members of the sub-committee consider that this under-
taking should operate only for the next five years after
which the position may be reviewed afresh in the light
of the general principles laid down, while other members
of the sub-committee consider that it should operate as a
permanent part of policy. Asregards the actual level of
the rock-bottom minimum, seme members of the sub-

- committee hold the view that it should be equivalent to

(2) Time of
announce-
ment,

(s) Regsonal
differens
Kale.

) Qualisy.
difforon-
Hale.

the average price of the commodity concerned in the prin-
eipal  producing areas, during the quinquennium 1924-25
to 1928-29, e.g. Rs. 4/8/- per md.for wheat at Lyallpur
with prices of other commodities in normal parity with it;
other members are of opinion that it should be 25%; above
this average, t¢.e. Rs. 5/10/- per maund for.wheat at
Lyallpur with similar differentials for other commodities.

35. In certain circumstances, a sgrious fall in indus-
trial prices may be brought about by extraneous factors
and the parity approach te the problems of stability in

-agricultural prices may not succeed in avoiding a parallel

fall in agricultural prices. Henee Government should
adopt a policy of preventing any sudden collapse of indus-
trial prices.

36. The minimum price should be determined and
announced well in advance of sowing operations. The
price so announced should not be changed during the crop
year. The position should be reviewed and a suitable
minimum price fizxed for the next year as may be warranted
by changes in the determining facters.

37. The minimum price for a Commodity should be
calculated for the principal producing areas. The mini-
mum prices for other areas should be worked out by adding
to this figure the normal costs of transport, marketing
and other incidental expenses.

38. The minimum price should normally be calculated
on the basis of the fair average quality f the product.
Suitable differentials should then be allowed in respect. of
different grades and qualities.
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39. In order to protect the interests of the consumers (v) Max
the State should aim at maintaining the wholesale pricee TuZl

below a pre-determined maximum.

40. The maximum price should be based on the mini-
mum price, making allowance for the normel trade differen-
tials, the storage charges, and the market fluctuations in
supply and demand. The margin between the minimum
and the maximum price should not be so high as to on-
courage speculation nor so low as to hamper the market.
Further the maximum price should under no circumstances
be lower than the fair parity price. It should be fixed
at 259, above the minimum price, or alternatively at the
fair parity price, whichever level is higher.

-41. The maximum price should be announced as soon
as the crop prospects are known and in any case not later
than the beginning of the harvest season. The price so
fixed should normally remain in force for a year and should
not be altered in the interval.

42. The maximum price for each area should be fixed
on the basis of the minimum prices fixed for that area.

43. The maximum price should normally be calculated
on the basis of the fair.hverage quality of* the produet.
Suitable differentials should then be allowed in Tespect
of different grades and qualities.

44. The fixation of & minimum price will require
that Government should guarantee to purchase all supplies
offered to it at that price in order to counteract any ten-
dency for the market price to fall below the prescribed
minimum. Suitable arrangements should be made for
this purpose at an adequate number of important marketing
centres in the tountry, within reasonably easy access to
cultivators,

45. In order to enforce these prices at the minimum
level, it may be necessary for the State to regulate foreign
trade (especially imports) by means of tariffs, quotas and
State trading. Any international commitments under-
taken by India in the future should also be consistent
with the requirements of price policy. In order to ensure
that the benefits of price-fixation regch those for whom
it is intended, it may be necessary to regulate agricultural
wages and rents, } ’

Prineiploa.
of price
enforeas

- mebdt.
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43. The State should have special powers, (a) to regu-
Jate acreage under individual crops in a particular area

or on an all-India basis, and (b) to enforce adequate stan-
dards of land management.

47. ‘The fixation of maximum prices will require that
WI}Gn prices tend to move above the prescribed maximum,
the State should provide supplies to the market by sales
fro.m its own stocks, at a price not exceeding the maximum.

- Suitable arrangements should be made for this purpose.

48. 1In order to prevent the prices from rising above
the maximum it will be necessary for the State to have
reserve powers, (a) to requisition stocks, (b) to regulats
th? distribution of supplies, and (c) to enforce control of
prices by law, in an emergency.

_ 49, The State has thus to be prepared to make effec-
tl've both the minimum price and the maximum price, as
circumstances may make necessary, and the machinery of
~ enforcement should be so devised that it will be capable of
effectively dealing with either situation.

50. The spccess of State Policy in maintaining markes
prices within the range set by the minimum and the maxi-
mum will depend largely on the capacity of the State to.
influence the supply in the market, by withdrawing a part
~ of the supply through its purchases and by adding to the
- supply through its sales, as may be necessary. These
purchase and sale operations involve the building up of
national reserve stocks and also the regulation of imports
and exports.

51, In addition te the reserve stocks which must be
held by or under the control of the State for maintaining
market prices within the range fixed, regard must also
be had to the need for making provision for meeting emer-
genoy deficits. "Owing to the vagaries of the monsoon,
abnormal deficit in crop production may ensue in any year.
These deficits, associated with famine conditions, cannot
be met from the reserve stocks built up for the euforce-
ment of the price policy without prejudicing its effeotive-
ness. As imports to meet such emergencies cannot be
assured at short notice, the State should hold additional
emergency reserve. stoeks for this purpose.
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52. It will not be possible in practice o maintain
two separate reserves, one for the enforcement of price
policy and the other for meeting emergencies. They should
form one national composite reserve. This reserve will be
exclusive of the current requirements-which will be met by
current resources, consisting of internal production plus
net imports. '

53. As and wken internal production is stepped up &0
as to wipe out the current deficit which has to be met
by imports, the reserve stocks should be built up from
the internal surplus. In the interim period, the reserve
stocks have to be built up from imports.

54. The financial resources necessary: for the en-
forcement of price policy may be classified into féxed
capital, working capital and operating costs. Fixed
capital will be required mainly for the construction of the
necessary storage accommodation. Working capital will
be required for the holding of reserve stocks, for meeting
the expenses involved in the turnover and for carrying out
purchase and sale operations. Operating costs will include
the interest on the fixed and working capital, the depre-
ciation on and maintenance of godowns, the deterioration
of the reserve stocks, transport and handling charges
snd expenses on account of giaff, ete

55. The principles referred to above for the deter- Prics poiisy
mination of minimum and maximum prices should be gox food erops
apphad to tho principal foodgrains, rice, wheat, jowar and
bajra. Tkeir prices are likely to influence those of other
food crops,.

58. Thereia difference of opirion in the Sub-committee
regz}rdmg the size of the reserve stocks of foodgrains to be
maintained for stabilizing prices and for meeting emer-
gencies. Itis felt by some members of the Sub-committee
that the composite reserve stocks should be of the order
of 1} million tons, while other members of the Sub-com.
mittee are of the view that stocks of the order of 3 million
tons are called for. The subsequent calculations are
based on stocks of 14 million tons, since the Sub-com-
mittee are agreed that stocks should in no case be lower
than this figure.

57. Th.e location of these reserve stocks will have te
Lo determined safter due investigation, A part of the
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stocks may have to be kept in the surplus producing areas,
and a part at selected ports. Suitable centres for locating
these reserves will have to be selected and the actual size
of the storage depots at each place determined in the
light of the arrivals of grain and the'normal turnover.

58. Adequate storage accommodation will have to be
provided for the reserve stocks. Having regard to the
arrangements needed for storage and the unequal distribu-
tion of stocks in relation to available storage accommoda-
“tion as between different centres, it will be neeessary to
provide for an extra margin of storage for half a million
tons of foodgrains. In other words, if the reserve ‘stocks
are 1} million tons, it will be necessary to provide storage -
sscommodation sufficient to hold 2 million tons.

59. The type of storage accommodation necessary will
depend upon the proportion in which different grains are
~ held in reserve, the suitability of bagged and bulk storage
for each type of grain and the local conditions in the selec-
ted centres. The respective advantages of the Khatti
and the elevator type of storage also need consideration.
The State should construct storage depots for its reserve
stocks at its own cost, and take steps to secure the cons-
truction of approved types of storage by the trade at im-
portant centres and by the railways at railway stations
and main transit points.

60. Even with the most suitable arrangements for
storage, provision will have to be made for the regular
turnover of the stocks so that they may not deteriorate
unduly. The method of turnover ndedsto be carefully
worked out in the light of the condition of stocks.

6l. The various problems relating to storage should be
carefully examined in consultation with Provincds, States
and the interests concerned.

62. The fixed capital for the construction of godowns
for two million tons of foodgrains may be estimated at
about Rs. 6.2 crores. The working capital on the basis of
an estimated average price of Rs. 8 per maund for reserve
stocks of 1} million tons of foodgrains may amount to
Rs. 32 crores. The annual operating cost may be esti-
mated at Rs. 2.67 crores. It is not however possible te
‘estimate the losses which may occur in an effort to main-
tain the minimum prices ia the event of a world depression.
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€3. Inview of the fact that the arrangements proposed
will introduce an element of stability in the production
of foodgrains of the value of Rs. 870 crores, and will
provide a sense of security in the lives of & vast majority
of the population, & capital investment of Rs. 38.2 crores
and an operating cost of Rs. 2.67 crores a year is a rela-
tively small price to pay, especially as over a course of
years it may be recovered, in large part if not entirely,
out of the profits of the operations.

64. The principles of price-policy recommended by us
will also apply to commercial crops, but the mode of imple-
mentation will have to be modified to suit the special cir-
cumstances of each crop. The prices of such crops are
already being regulated in certain cases, and the existing
schemes of regulation should be adapted to the principles
recommended. )

65. The prices of the products of animal husbandry
such as milk, fish end eggs and of other perishable agri-
cultural produce such as vegetables and fruits, should be
regulated by the Provincial and State Governments on &

local or regional basis, according to the extent to which the

markets for these products are localised. They should also
take stops to improve cold’ storage facilities for such
products and transport organisations should provide
rofrigeratcd transport. When thege facilities have suf-
ficiently developed, and the market for euch products
has become more integrated, the question of the regulation
of these prices on an all-India basis mey be examined.

€5. Suitable administrative and executive machinery
skould be eet up in order to carry out the three-fold func-
tions involved, viz., (§) the formulstion and laying down
of the policy to be adopted, (it) the determination of
minimum and maximum prises, and (#i7) the enforcement
of the pricos fixed.

67. For this purposs, an all-India Agricultural Prices
Council should be set up consisting of representatives of
the Central, Provincial and State Government: at minis-
terizal level. It will derive its powers by voluntary agree-

~ment and cooperation between the Centre, the Provinoces
end the States. A convention should be established
that the recommendations of the Council will be imple-
weénted by the membor units.

Price-polisy
for commer.
cial ezope.

Price.policy

for animal

busbandry
products.
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88. The determination of prices is a semi-judicial
function and the body entrusted with the work should
be distinct from the body set up for the enforcement of
prices through market operations. The All-India Acri-
cultural Prices Council should therefore set up two bodies
one a Price Determination Commission and the other:
'Y Clofmmodity Corporation, both working directly under
itself.

€9. Tho Price Determination Commission should
congist of three members including the Chairman, all of
whom should be whole-time officers. The Chairman
should possess wide judicial or administrative experience.
The other members should be persons with qualifications
in agriculture and economics, respoctively. ‘

70. The Price Determination Commission, after exa-
mining all the available data, should determine the lovel
st which minimum and maximum prices should be fixed
and submit its recommendations to the All-India Agri-
cultural Prices Council. It should have under it & Bureau
of Economics and Statistics for the collection, analysis
and interpretation of all data bearing on the subject.

71. On the basis of the recommendations of the
Price Determination Commission, the All-India Agricul-
tural Prices Council will fix a set of prices, both minimuvm ~
and maximum, for different crops in different regions,
taking into account the principle of fairness, the difficul-
ties of enforcement and other relevant factors. It should
normally accept the recommendations of the Commission
unless it considers that there are grave reasons for not
doing so. After fixing the prices, it will require the
Commodity Corporation to take necessary executive
aotion for enforcing the prices fixed.

72, The Commodity Corporation should consist of
three members including the Chairman. The Chairman
should . possess wide administrative experience. One of
the members should have practical experience of commerce
and business and the other of banking and finance.

73. The Corporation will take such measures as may be
necessary to make the prices fixed by the Council effec-
tive in the market. It will regulate imports and exports.
It will maintain the reserve stocks and ensure the renewal
of the physical stocks from time to time. It will guaran-
toe to purchase all that is offered to it at the minimum price
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fixed and will undertake to sell from its stocks at the
maximum price. In practice, it may have to operate
as soon as market prices show a tendency to move beyond
the range fixed. It will be free to buy or sell in the market
at any price within the fixed range for building up or
turning over its reserve stocks. Subject to these consi-
derations, it will work on business lines.

74. In order to carry out these functions the
Corporation should have a Board of Directors consisting
of three persons including the Chairman.. The affairs of
the Corporation should be administered by a Manager
under the general supervision and direction of the Board
of Directors. &here should be s deputy manager in
charge of each commodity or a group-of commodities
such as millets and a deputy manager or deputy managers
in charge of important functions such as finance, ware-
housing, imports and exports etc. There should also-be a
deputy menager in charge of each Regionsl Office of the
Corporation,

An Advisory Committee, consiéting of different rep-
resentatives of the different interests concerned, should be
set up for each commodity or a group of commodities
and for each important function.

76. The Corporation, should carry out its normal
operations through duly appointed or licensed trade agents
or through the staff of the Provincial and State Govern-
merts or through its own staff, as may be found conve-
nient in each case.

78. The All-India Agricultural Prices Council and the
administrative machinery that it may set up may have to
incur considerable expenditure in order to enforce, the
minimum and maximum prices. The financial resources
nocessary for the purpose should be contributed by the
participating Governments (Central, Provincial and State)
in such proportions as may be agreed upon.

77. The administrative machinery should operate on
business lines. It is suggested that such profits as may.
be made in the first five years should be allocated to a
Reserve Fund while the losses, if any, sustained during
the same period should be shared by the participating
Governments in an agreed proportion. In subsequent
years the losses, if any, should be met from the Reserve
Fund to such snextent as may be determined by the
€Council, the belance b:ing met by contributions from the
participating Governments in a proportion mutuslly
agreed upon, '



Ancillary
WOABUTod,

xvi

78. The essential preliminary measures for the setting
ap of the All-India Agricultural Prices Council and the
administrative machinery under it should be taken without
delay, so that they may be able to take over their responsi-
bilities at an early date. Some of the preltminary mea-
sures are :—

(#) The establishment of a Bureau of Economica
and Statistics for the collection of reliable data of costs
of produection of crops, costs of living in rural aresas, yield
per acre, etc.

(i3) The procurement of the necessary quantity of
reserve stocks of the foodgrains selected for price-fixation,
viz,, rice, wheat, jowar and bajra.

(i3%) The. construction of the necessary storage
accommodation.

(tv) The selection and appointment, in collaberation
with Provinces and States, of suitable trade or other
agencies for carrying out purchase and sale operations
in their respective areas.

(v) The appointment of a staff for dealing with other
essential matters connected with the setting up of the
All-India Agricultural Prices Council.

79. In the meantime, ¢.¢., until the All-India Agri-
cultural Prices Council is established and the necessary:
machinery set up, the system of work developed by the
different governments in India during wartime should be
eontinued, with such modifications as may be necessary
in the light of the principles of policy recommended in this

- report.

80. Though the price policy is conceived primarily
in the-interests of the actual tiller of the soil and the agri-
cultural labourer, the expenditure of public funds that
itinvolves will benefit both the producer and the consumer.
In order to reinforoce the price policy and to ensure that
its benefits roach those for whom it is intended, the State
should take such ancillary measures as may be necessary.
These measures have been dealt with at length in the
reports of a number of other committees and commissions,
but the more important of them may be iandicated in .

brief.
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81, Steps should be taken to improve the existing
system of the marketing of agricultural produce by measures
such as the establishment of regulated markets, the li-
.-censing of dealers, the grading of produce and the develop-
ment of co-operative marketing, so that the benefits of the
guaranteed price may not be monopolised by the traders.

82, The business of money-lending should be fegu-
lated by appropriate legislation.. In cases where the
producer is required to part with his produce to his credi-
tors, the produce should be valued at a price not lower
than the glharanteed minimum price. The rural credit
system should be improved by the extension of co-opera«
tive oredit and the setting up of credit corporations.
The Sub-committes on Agricultural Finanoe of the Policy
Committee on Agriculture, Forestry and TFisheries has
already made detailed recommendations in this connec-
tion.

83. The land tenure system should be reformed where
* necessary 80 as to give the tiller of the soil security againas
enhancement of rent and other dues, as also against
ejectment, and provide him with sufficient incentive to
effect improvements and increase the efficiency of pro-
duction. ‘

84. Legislative or other action should be taken to
secure an adequate minimum wage to the agricultural
labourer,

€5. The producer should be required to maintain an
adequate standard of management and utilisation of land.
The State should acquire special powers to compel re-
calcitrant farmers and landlords to conform to minimum
standards of efficiency and where necessary the State
should take over the land for this purpose.

€8. The State should organise a sustained drive to
secure Increased production and greater effioiency, by
oarrying out anti-erosion and soil conservancy measures,
undertaking irrigation works, distributing good seeds,
manures, implements and other agrioultural requisites on
a ‘;u.bsidised basis where necessary and providing technical
advice,

87. The excessively small holdings eo characteristic of
Indian agriculturs constitute a eerious handicap to the
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adoption of improvementa in farming technique. An
intensive effort should be made to consolidate fragmented
holdings and to promote a change-over from individual
farming of uneconomic small holdings on a family basis
to farming of the entire village area on a co-operative basis.

88. A wide extension of education, suited to the rural
environment should help considerably in decressing the
dependence of the producer on intermediaries of various
kinds. The radio and the cinema can play an important
part in the educational programme.

.88. It may be necessary to provide for subsidised
food distribution to'low income groups and to specially
vulperable classes.

-90. The success -of & programme of development
depends on the active and willing co-operation of the people.
The cultivators should have the feeling of participating
in & policy which is of their own making and which is not
imposed from above. It is therefore necessary to consti-
tute associations representing different agricultural in-
terests, on a village, tehsil, district and province-wide
basis. The organisation should be carefully built up
from below, based on the village as the smallest urit.
These associations shotld be organically related to the
formulation and execution of policy and to the exercise
of the special and reserve powers of Government, so that
the measures taken may be based on the willing consent
of the people, ‘

91, A policy of price-fixation is considered in some
quarters to be superflous in the belief that the general
scarcity of supply will prevent any large fall in agricul-
tural prices. Although agricultural prices may be main-
tained for some time to come and the forces conductive
to a general depression in prices temporarily held in check,

“the danger of a slump in agricultural prices will arise

when conditions settle down and cultivation returns
to normal in the countries affected by the wer. In the
circumstances, it will be unwise to rely upon an automatic
‘maintenance of prices in the absence of coherent policy.
A coherent internal policy is also necessary in order to
link up with any international commodity arrangements
to which India may be a party in the future, An adminis-
trative machinery for stabilising prices carnot ba‘buﬂ:
overnight but will take some years before it can be fashioned
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ab initio into an instrument of real effoctiveness. A
policy of price-fixation should therefore be adopted and
the nucleus of the necessary machinery eet up, without
delay.

-92. Intheformulationof the programme, the objes-
tives of policy as well as the machinery forits execution
need to be adjusted to the facts of financial resources and
administrative personnel. The difficulties arising out of
these factors will be considerable in the initial years an.d
hence a flexible programme of action is proposed. "It is
designed to begin with modest and limited aims, and to
advance in gradual stages to its final objective.

93. The immediate objective should be to fix prices
at & level which will be as fair as it is practicable to en-
force, leading up to a level of prices which would be fair
and equitable. In the initial stage the administrative'
machinery should undertake to support the prites of only
& few commodities such as the more-important cereals,
namely wheat, rice, jowar and bajra and the more impor-
tant commoercial crops, namely cotton, jute and sugarcane.
Then as it acquires experience and trains the necessary
personnel, it should expand its scope of activity to other
orops. Ultimately it may take over similar functions

‘relating to animal husbandry products. The tempo
of developmont from one stagg¢ to another will naturally
depend upon the prevailing circumstances. In order
that the intorests of the different territorial units should
be adequatoly reconciled, the programme should be im-
Plemented through mutual co-operation on the one hand
between Central, Provincial and State -Governments and
on the other hand between Government and Trade orga-
nisations, utilising the normal channels of administration
and business as far as. possible.

94, The recommendations in the Report of the Com-
mittee should form an integral part of a general drive for
agricultural and animal husbandry development. They
should be considered along with the recommendations
contained in other reports on conneoted problems, so tha¢
all of them taken together may provide a comprebhensive
Plan of agricultural development.
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The Policy Committee on Agriculture, Forestry Appoint-
and Fisheries at its meeting held from the 26th ment.
to 29th June, 1944, recommended that Government
should guarantee to producers an assured market at'a
remunerative price for agricultural produce and that a
sub-committee should be appointed to report as to how to
fix a remunerative price for the produce and to secure
an assured market for it. In accordance with the recom-
mendation of the Policy Committee, th® Government of
India appointed a Sub-Committee vide Office Memo-
randum No. 28-16/44-P, dated the 23rd December, 1944,
of the Education, Hea.lth and Lands Department. The
sub-committee consisted of the following :—

(¢) Sir V. T. Krishnamachari, K.C.S.I., K.C.LE.
(Chairman).
(¢¢) Thes Honourable Mr. Hossain Imam.
(¢43) Sir Fazal I. Rahimtoola, c.1.E.
(fv) Rao Bahadur N.R.Samiappa Mudaliar, m.1.C,
(v) Dr. L. C. Jain. .
(vs) Mr. Rogera Thomas, O.LE., J.P.
(vif) Khan Bahadur"M. A, Momln
(v$4§) Representative of Education, Health and
Lands Department—&r Pheroze Kharegat,
0.1.KE., 1.0.8. _
(éz) Representative of Finance Department—
: Mr. V. Narhari Rao, 0.8.1., 0..B.
() Representative of Commerce Department——
Sir Theodore Gregory, Kt.
(i) Representative of Planning and Development
Department—Prof. C. N. Vakil.
(zii) Representative of Food Department—
Dr. V.K.R.V. Rao.
(z113) Representative of Reserve Bank of India—
Dr. B. K. Madan.
(xiv) Representative of tke Indian States—
Sir Richard Allan.

Mr. W. R. Natu, Statistical Adviser to the Govern-
ment of India, Education, Health and 1 ands Department
was appointed Secretary of the sub-committee.
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2. Dr. V. K. R. V. Rao represented Food Depart-
ment until the 2nd May 1946 and was then replaced by
Mr. N. G.. Abhyankar, Sir Theodore Gregory represen-
ted Commerce Department until the 28th September,
1946, after which date Mr. B. N. Adarkar was appointed
in his place. Sir Richard Allan and Prof. C. N. Vakil
ceased to be members of the Committee on termination
of their service with the Government of Barcda and the
P. & D. Department, respectively and no fresh represen-
tatives were appointed in their place. The ssd death of
Khan Bahadur Momin deprived the sub-committee of the
benefit of his advice.

3. The terms of reference of the sub-committee were
to consider (a) the principles on which producers’ prices
of agricultural produce, whether crops grown for indus-
trial purposes or food, or the produce of animal husbandry
.of all description should be fixed; (b) the means by which
such prices can be made effective and an assured
market be provided, and to make recommendations.
The sub-committee was to report on its terms of
reference in relation to conditions in the post-war
period (1) in which a substantial measure of Govern-
ment control over the +procurement, distribution and
prices o' commaodities exists and /’1) in which such contro’
has been relaxed or abolissed and normal trade .rnd
marketing conditions have been res cred

4. _The first meeting of the sub-commi tee was heldat
New Delhi on the 9th and 10th of March, 1945,
when the Committee discussed the plan of its work and
drafted a questionnaire to be circulated to (i) the Provin-
cial Governments, who werc asked to consulf all important
interests within their Province, (i7) bodies like the Indian
Central Cotton and Jute Committees, trade associations,
Chambers of Commerce and other organised bodies who
were likely 1o be interestcd and (7ii) important persons
whose opinion was likely to be helpful. The second
meeting of the sub-committee was held at Bombay on the
7th and 8th of May, 1945, at which there was a mutual
interchange of views among the members of the sub-com-
mittee, on the different questions raised in the questi-
onnaire circulated, and certain very tentative conclusions
were arrived at. The third meeting of the sub-committee
was held on the 17th and 18th September, 1945, at New
Delhi at which the issues involved were “considered further
in the light of the report of the Famine Enquiry Commission
and the replies received to the questionnaire. In accor-
dance with the general trend of opinion revealed during
the discussions in the meeting, the Secretary prepared a
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draft outline of the report together with a summary of
the main conclusions and circulated it to the members for
the consideration of the sub-committee at its fourth meeting
held in Bombay from the 25th May to the 30th May, 1948,
After detailed discussions, the sub-committee revised the
main conclusions, and directed that the draft report be
prepared in the light of the revised conclusions. The draft
report was considered at the fifth and final meeting of the
sub-committee, held at Jaipur from the 22nd October to
the 25th October, was given final shape and adopted.

5. We have divided our report into ten separate
chapters. In the first three chapters we statethe problem,
survey the manner in which it hasbeen tackled in other
countries and examine the respective .advantages of
different methods of tackling it. In the fourth and fifth
chapters, which are the crucial chapters, we discuss the
principles of price-fixation and price-enforcement. In
the sixth, seventh and eighth chapters, we apply these
principles to the specific problems of food erops, commer-
cial orops and animal husbandry products and recommend
a price policy for each of these three groups of commo-
dities. The administrative maochinery necessary to give
effect to our proposals is desoribed in chapter nine, and
the various anoillary measures -necessary to reinforce
the price policy are discussed in chapter ten. In the last

and concluding chapter, wasum up our whole approach’

to the problem.

6. We have been asked to report, in our terms of
reference, with resyeot to two types of conditions in the
post-war period—f{irstly, in which a substantial measure
of Government control over the procurement, distribution
and prices of commodities exists and secondly, in which
such- oontrol has heen rclaxed or abolished and normal
tiade and marketing conditions have been restored.
Our proposals are based mainly on the assumption of
cenditions of thelatter type. We are of opinion, however,
that the general principles of policy which we recommend
are capable of application to the former type of condi-
tions as well, which will prevail during the transitional

period, though the scale of operations and the machinery.

employed during the period may not be different from
what they are at present.

7. We wish to convey our thanks to the Provincial
and State Governments, the official and non-official orga-
nisations and the individuals who have replied to our

questionnaire and supplied useful data.  We also wish

Plen of the
report.
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‘to express our thanks to the officials of the U..S. Depart-
ment of Agriculture and the Ministry of Agriculture in
the U. K. with whom our Chairman had useful discus-
sions and who supplied us with relevant literature.

8. We are conscious of the delay in the submission
of our report. As a result of the varied experience and
outlook in our membership, there have been fundamen-
tal differences of approach and opinion amongst us on
.the many aspects of our difficult problem., The delay has
been due to our anxiety to evolve an agreed practicable
scheme for the solution of a problem which we consider
to be one of the most crucial in the economy of the
country, affecting the lives of many millions. We wish
to make special mention of the valuable assistance given
by two of our colleagues Mr. N. G. Abhyankar and
Dr. B. K. Madan in preparing our report. We regret
that some of the original members of the sub-committee
have not remained with us till the completion of our
work, for reasons already stated.

9. Wae desire toresord our warm appreciation of the
gervices rendered to the sub-committee by our Secretary,
Mr. W. R. Natu. The subject of our enquiry has been
one which has hitherto™ received comparatively little
attention in India and he had to devote much thought
and research to the measures of price stabilisation
adopted in other countries so as to prepare memoranda
on the question of their efficacy for the use of the
sub-committee. There has also been the work of collating
information on problems relating to agriculture in India,
on which we have drawn freely in formulating the
scheme * suggested in our report. Finally, there has
been the work of preparing a draft report, for our
approval. Mr. Natu has discharged these difficult duties
with great ability.

10. Wealso wish to express our thanks to the staff

under the Secretary, in particular to Mr. J. 8. Raj, who

_ has been closely associated with the work and to the

. stenographers and other staff who have cheorfully put
up with long and inconvenient hours of work.
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CrarTEn I,
The Need for State Assistaneo to Agriculture.

11. During world war II, India experienced an Instability
unprecedented shortage of food, leading in some areas of the food
to actual famine. (The immediate cause of the shortage ¢conomy.
was the cessation of rice imports from Burma, amounting
to about 2 million tons annually, which played a dis-
proportionately significant role in the dietary of certain
vulnerable sections of the population in Bombay, Madras,
Travancore and Cochin) The basic cause underlying such
difficulties, however, is that even at the best of times
agriculture in India is a gamble on the monsoon rains: The
yearly crop is subject to large variations in yield. ‘To
take one instance, the domestic production of rice, has
varied during the decade 1936-37 to 1945-46 between 23.8
million and 32.4 million tons*. Although the aggregate
production of cereals does not show a variation of thé
same range it remains true that the year-to-year flue-
tuations in the production of rrops in India introduce a
great deal of instalkility into the “ood situation.

12. The outbreak of war and the conrsequent dis- Daficieney of
location of the means of transport no douot intensified production.
to some extent this inherenc weakness of the f: od economy,
but judged by any nutritional standards the prevailing
conditions evgn in timeg: of peace have always been
bordering on famine. { It was estimated by Sir Jobn
Megaw in 1933 that only. 39 per cent of the people of
British India were adequately nourishcd while 41 per cent
came in the category of “poorly nourished ’ and 20 per
cent in that of ‘very badly nourished’,) There is no
reason to believe that the position since then has
improved. The fact is that the production cf food
has not kept pace with the increasein population.

The area sown per head of the populatin has declined
from 0.90 acres in 1911 t0 0.72 acres in 1941} and there
has not been any general increase in the yield per

a.c-re)

13. In view of the deficiency in agricultural Targets of
production relative to the requirements of a growing popu- production.
lation, the necessity of securing an expansion of production
is obvious.(The Memorandum on Agriculture and Animal
Husbandry prepared by the Imperial Council of Agricul-
tural Research sets out, as the goal of agricultural’

*Pood Statistios of Indis, Statement Ne. XIV,
{The comperiscn refers to British India, exeluding Indian States

vide Famine Enquiry Coxmission, Final Rapert P, 78.
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policy, the -following increases of production on the
basis of the requirements of a balanced diet— Cereals
10%, Pulses 209, Fats and Oils 250%, Fruits 509,
Vegetables 100%,, Milk 300%,, Fish and Eggs 306%, Qil-
cakes and other concentrates 4009, and Fodder SS%SIn
our opinion, the expansion of the production of some” of
the non-food crops also is no less urgent than that of focd.
With an improvement in the standard of living, there
will be increased demand for all types of goods and
services and the production of raw materials must

-expand to meet the requirements of domestic industry

and essential exports. If the requirements of oils and
fats are to be met at the minimum level of 1.5 oz. per
head per day, the production of oilseeds would have to
be expanded by about 8 million tons. The normal produc-
tion of cotton would need an increase of 3 million bales,
if each person is to have a minimum of 30 yards of
cloth as recommended by the National Planning Com-
mittee. The targets of production must allow
for an increase in exports so asto assist the maintenance
of a net balance cf trade and to- facilitate the import,
on an increasing scale, of capital goods for industrial

"development. Even if itis decided to curtail the export

Potentiali-
" ties of pro-
duc ion.

of raw materials and, instead, process them before export,
their production will still have to be expanded eo
as to feed our growing export industries. We understand
that the waricus~Central Commodity Committees are
working out definite targets of production for the crops
with which they are concerned. Whatever be the exact
targets arrived at by them, itis common ground that a
large expansion is called for in the production of all
types of agricultural produce.

14. Acricultural experts are agreed that the present
developme;xt- of India’s agricultural resources is far below
its full pote&ialities. Q[‘aking the normal period 1936-37
to 1838-39*, out of the total area (by professional survey)
of 661 million acres, the net area sown amounted only
to 281 million acres, and the cultivable waste other than
fallow accounted for no less than 112 million acres.)) It
is true that much of the land classified as cultdrable
waste is known to be too poor to be actually brougbt—
under tillage, but even so, appreciable extension in
cultivation is possible with the adoption of measures
such as irrigation, drainage, land reclamation, goil
conservation, erosion control, anti-malarial measures,
eté. Apart from the scope for more extensive cultivation,

*Vide Agricultural Statistics of India,
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the potentialities of increased yield from existing cultiva-
tion are considerable. (\T_he average yield per acre
practically for every major crop in India is lfnown to be
amongst the lowest in the world. The irrigated area
is estimated at only about 239, of the total area sown
and the rest depends upon the vagaries of the monsoo@
The only manure customarily used. is farmyard manure
and even this is used only to a small extent, because
\most of it is needed for domestic fuel. The area brought
under improved varieties of different crops was in 1938-39
only about 11.29%% of the total area cultivated. Besides
the immense scope for development by the utilisation of
improved seed, manures and water, considerable im-
provement will result from improved cultural practices,
protection of crops from pests and diseases, and a wide
variety of other measures. (The potential increase in
wealth that may be expected from an efficient system
of agriculture has been picturesquely described by
Mr. MacDougall in his Note to the Central Banking
Enquiry Committee in the following terms : * If the
output per acre in terms of wheat were raised to that of
France, the wéalth of the country would be raised by
£669,600,000 a- year. If the output were in terms of
English production it would be raised by £1,000,000,000.
In terms of Danish wheat production, the increased
wealth to India would be £1,500,000,000.”

15. The importance of “undertaking large-scale mea-
surcs for the improvement of agriculture is being realised
of late and most of the ‘Plans’ before the public provide
for considerable capital investment in agriculture. The
Bombay Plan and the I. C. A. R. Plan, both of which
cover a period of 15 years, contemplate an investment
of Rs. 845 crores and Rs. 871 crores, respectively. The
Gandhian Plan aims at an investment of Rs. 1,175
crores over 10 years and the People’s Plan,  which is the
most ambitious, provides for a capital expenditure of
Rs. 2,795 crores in 10 years. The plans include in their
compass, a wide variety of projectssuch as those of irri-
gation, land reclamation, anti-erosion, drainage, fertiliser
manufacture, cold storage and land nationalisation.

Propesals.
for agricul-
tural dave-
lopment.

16. In spite of the large potentialities in inoreased Lackot
crop production, even the bare requirements of the popula- effsctive

tion have unfortunately remained unsatisfied hitherto. The
targets of production calculated on the basis of standards

{ Wordsed out from the teble given in Famine Enguiry Com mission
Repert, P, 152. :

_demand.
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of living only indicate consumption requirements in an
absolute sense. They can be reached in actual practice
ogly if the levels of income and employment are high
enough to absorb the supplies offered at a price which
leaves a profit to the producer.

17. The level of income in India is amongst the
lowest in the world. The per capita annual income was
estimated at Rs. 65 for British India in 1931-32 by’
Dr. V.K.R.V. Rao while the estimate for the U.8.A. was
Rs. 1,406, for the U.K. Rs. 980, for Australia Rs. 792 and
for Japan Rs. 210 for the same year. The level of
income for India has no doubt increased since 1931-32,
but price levels and costs of living have risen in a
much larger proportion. The Bombay Plan has estimated
that on the basis of ‘pre-war prices, it would cost about
Rs. 65 per annum to feed an adult on a balanced diet.
Since the estimate of total income was Rs. 65 per head
per annum in 1931-32, which had to cover the expendi-
ture not only on food, but also on clothing, housing and
other requirements, it is no wonder that a large propor-
tion of the population were undernourished. :

18. The low level of incomes prevents the large
potential demand in India from being actually effective
in money terms and the prices of goods have to fall to a
relatively low level before the produce can be taken off
the market. When the prices are low the cultivator
has no inducement to undertake agricultural improve-
ments, and he aims at keeping his costs as low as
possible so as to be able to eke out an existence even at
the prevailing level of prices. In actual fact, as was
revealed by the enquiry into the costs of production of
crops conducted by the Imperial Council of Agricultural
Research, the margin of profit calculated on an account-
ing basis is often negative and the producer continues
in business only because his total income, in the form of
wages for his labour, rent for his land and interest on his
capital, enables him to eke out a meagre existence.

_Agriculture perhaps is the only business in which the

producer continues to produce irrespective of profit,
because to him, it is not the pursuit of an occupation
but a way of living,)

19. This chronic tendency towards a deficit eco-
nomy produces its own spiral of consequences which is
of a self-perpetuating character. The fact that agriculture

"does not pay discourages investment and prevents the

adoption of new techniques which, despite extra labour



and expense will lead to a reduction in costs. The
continuance of production on traditional lines leads to
the mounting up of indebtedness, which further damps
the incentive to fresh investment and also raises the cogt
of finance.{The volume of agricultural indebtedness
which was estimated at Rs. 300 crores by Sir Edward
Maclagan in 1911 has been steadily growing in size and
was estimated by the -Agricultural - Credit Department
of the Reserve Bank of India in 1937 to-be in the
neighbourhood of Rs. 1,800 crores.) Withregard to the
volume of indebtedness in recent years, the Agricultural
Finance Sub-Committee of the Policy Committee on
Agriculture, Forestry and Fisheries observe as follows :—
“It might be possible to hazard the opinion that the
total indebtednessin terms of money stood in 1944 at a
-level lower than that in 1939 but that, at the latter date,
forces were already -in operation leading to an increase
in the amount of this total indebtedness. 'The upward
trend of the prices of dgricultural produce appeared to be
held in check. The rise in the level of agricultural costs
had mostly caught up with the increase in the prices of
agricultural produce and had in some instances even
passed it. Thus while finance was now required for
agricultural operations on a& much larger scale the
margin of profit which had during the period of 1941-44
lod to liquidation of old debts had distinctly shrunk,”’

20. The position whichiemerges from the above Need for
survey is that an insufficient overall supply, subjectto State assise
wide variations from year-to-year, coupled with lack of tance.
adequate purchasing power, has resulted in a chronic
state of under-consumption and a low standard of living
for the bulk of the population. This highly unsatis-
factory state of affairs cannot be remedied without
active and large-scale assistance by the State. While
the potential resources of the country are sufficiently
large to permit the necessary expansion in production,
it can only eventuate if adequate measures of
agricultural improvement are undertgken. Agriculture,
however, involves & high degree of risk, on account
of climatic and biological factors, and it is carried
on by a large number of unorganised producers,
Measures of improvement will therefore not be under-
taken in practice unless a certain degree of stability
and a reasonable level of income are assured to the pros
ducer through a programme of State- assistance. Mea-
sures of general economic development, such as the
organisation of large-scale and small-scale industries
and the construction of public works will assis,t
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* by creating fresh avenues of employment for the popula-
tion now surplus on land, and increasing the demand
for agricultural products through a rise in the national
income. It is however essential to take more direct
measures to secure the adoption of more intensive
agriculture on a scientific basis, and the State should
launch an intensive programme of agmcultural invest-
ment and development, directed towards improving
efficiency, increasing production and raising the stan-
dard of living of the agriculturist and the agricultural
labourer,
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Craprer 11,
Survey of State Aid to Agriculture,

21, - It is manifest that agriculture cannot be estab-
lished on a remunerative basis by the unaided efforts of the
agriculturist himself.’ Until recently, however, the prin-
ciple of laissez faire dominated State policy and most
Governments did not look with favour upon a policy of
economic intervention. The cost-price structure was
considered to be the result of the market forces of supply
and demand which reflected the capacity for production
and the consumption requirements. It was only by
giving full scope to the normal inter-action of these forces
that the maximum interests of society were believed to
be best safeguarded. The automatic adjustment of do-
mestic prices by the forces of supply and deniand and the
automatic adjustment of international prices hy the inter-
national gold standard constituted the sheet-anchor of
the economic system. It was ignored that while agri-
cultural prices were left to be determined by the auto-
matic working of market forces, agricultural costs were
already being determined by administrative measures, to,
the extent that they included such fixed charges asrents,
land reyenue and irrigation rates. The fact that these
items, once fixed, remaired relatively unchanged for long
periods of time, imparted an element of rigidity to costs’
while the prices remained free to fluctuate in response
to slight changes in supply and demand.

22, The world depression of the thirties impelled
a change in outlook. The depression affected all
countries and all occupations, resulting in - widespread
unemployment and distress. ‘‘ Serious though was the
material privation and want that unemployment fre-
quently entailed—the undernourishment and mal-
nutrition, the sacrifice of small comforts, the loss of
homes representing the accumulated savings of years—,
this was perhaps not so important as the moral and
psychological cost—the helpless feeling of insecurity,
" the anxiety regarding the future of dependants, the frus-
tration of idleness, the sense of counting for nothing in
the community*’’. While the depression affected all
countries, its impact was particularly severe on pre-
dominantly agricultural countries, where because-of the
relative scarcity of capital and land, a majority of
producers live at or near subsistance level even in normal
times, The steeper fall in the prices of agricultural goods,
relatively to those of industrial goods, upset the balance

Laissez
Jaire.

The world
depression,

%«The Transition frem War to Peass'’'—Leagus ef Nations,
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of payments of agricultural countries, and the resulting
decline in their purchasing power had its inevitable
repercussions on the export trade of manufacturing
countries. The social consequences of mass unemploy-
ment and mass poverty were so grave and fraught with
- such danger, that it was impossible- for the Governments
of the world to stand idly by and wait for ‘natural
economic forces’ to save the situation. In the. abscnce
of effective international collaboration, each country
took unilateral action in its efforts to alleviate distress
and revive-agriculture and industry within its own fron-
tiers. The international gold standard was abandoned,
and stability of the ‘domestic price level became the cardi-
nal object of the economic policy of most nations.

23. Once the domestic price level became the
fulerum of national policy, the question of agricultural
prices attained special importance. This was so not
only in the agricultural countries whose economy depen-
ded mainly on agricultural production, but even in the
predominantly industrial countries, partly because of the
vital role that agricultural prices play in the cost of
living and partly because of the importance of a con-
. tented peasantry to the peace and stability of society.
Though a few departures from the principle of laissez
Jaire had occurred in certain countries even before the
depression, such as the enactment of the Capper-Volstead
Act and the Federal * Intermediate Credits Act in the
U.S.A., the formation of the wheat pools in Canada,and
the administration of the Coffee Valorization schemes in
Brazil{it was the depression which first inaugurated
the era of active state intervention in the field of agri-
eulture,) ‘

2¢4. (The question of the level at which agricultural
prices should be stabilised naturally brought to the fore
the relationship of prices to costs. Without an adequate
‘margin of profit, production could not be maintained and
a margin of profit could be ensured only by either a re-
duction of costs or an increase of prices. The measures
of assistance adopted by the different countries therefore
aimed at one or the other or both of these objects. The
measures designed to reduce the costs of production
took two main forms. There were firstly, measures
intended to reduce fixed overhead charges by scaling
down the size of debts, regulating the repayment of loans,
and revising the terms of tenure.- Secondly, there were
measures calculated to restrict the rise in the costs of
the agriculturist by granting subsidies of various sorts.
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The measures designed to raise prices have also been of
two types, some acting directly on the pricen them-
~ selves and others acting primarily on the' conditions of
supply and demand and indirectly influencing  prices.
The fixation of prices was under the sole control of the
State in certain countries while in others, the producers
had a share in influencing the decisions of the State.
In certain cases, as in the marketing schemes in the
United Kingdom, the State simply authorised the pro-
ducers to form groups and imposed the decision. of the
groups on the community. The fixing of prices could not,
however, continue to be effective for long unless the
prices fixed reflected the actual conditionsin the market,
and measures had therefore to be taken to influence the
conditions of supply and demand in such a way that the
prices legally fixed would be maintained in actual practice.
In pursuance of this objective, buffer stecks were orga-
nised either directly by the State and State-sponsored
organisations, or through the channels of trade itself so
a8 to maintain a balance between good and bad yearsd)

25. Though the specific measures taken have differ-
ed in character and had to be adapted to varying require-
ments, a policy of active State intervention in agri-
culture has been common toall. Inthe United States of
America, the Agricultural Adjustment Acts of.1933 and
1938, and the Soil Conservation and Domestic Allotment
Act of 1936 inaugurated an era of conscious adjustment
of agricultural production. to demand. In Canada, the
Dominion Government initiated a market stabilisation
programme through a central selling agency in 1929 when
the Provincial Wheat Pools found themselves in diffi-
culties and these measures, though avowedly of a tem-
porary character, continued till’1935 when the Canadian
Wheat Board was set up. In Australia, the Federal Wheat-
growers Relief Act was passed in 1933 setting aside a
special fund for granting assistance to wheat-growers,
80 a8 to maintain a guaranteed price of 3sh. 6d. per
bushel of wheat at seaboard. In New Zealand, in 1936, a
minimum price for butter-fat manufactured into- butter
and cheese was guaranteed. In countries which were
normally deficit in production, the measures adopted were
designed to restrict imports and encourage domestic
production. France, Germany and Italy, increased their
tarrifs, tightened up their quota and exchange restric-
tions, and subsidised domestic products. Switzerland
devised a system of price guarantees and milling premia
which enabled her to raise 30% of her wheat require- -
ments from within the country and to maintain the
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domestic price of wheat at a level three to four times
the world price. Even in the U.K., the traditional
home of free trade, marketing boards of producers were
set up for different commodities, with power to function
as & monopoly for purposes of purchase and sale. The
Wheat Act was also passed in 1932, fixing a standard price
for home-grown wheat and making good the difference
between this and the price actually received, by special
deficiency payments.

26. . As to the success of these measures, different
* opinions are expressed. The following is the general
verdict of Mr, Lamartine Yatesin his book *‘ Commodity
Control * :— '

‘““The best proved capable of liquidating large
surplus stocks and prevented the re-accumula-
tion of fresh ones, though after 1933, the
economic environments helped them consider-
ably: They gave a much valued sense of secu-<
rity to producing countries; they claimed to
have put a bottom in the market and in fact the
‘bottom’ in many instances turned out to be
a highly remunerative price. Nevertheless, in
doing all this they incurred the suspicion of
having .indulged "in monopoly practices, of
having ‘devised restriction with the object of
pegging prices at a high level and of having
allocated quotas so as to give high cost pro-
ducers a ‘fair’ share of the market. The truth
is that the schemes were endowed with far
less power- than they needed, if they were to
operate successfully end yet with far more
power than could safely be entrusted to a body
of producers, or producers’ representatives, or
producers’ Governments’ representatives. ”’

In * Economic Lessons of the Nineteen-thirties”,issua
ed by the Royal Institute of International Affairs, the
particular recovery which did take place in the U.S.A.
is attributed directly to the expansionist measures of
the New Deal.

“ For it was the Governments’ net contributions
to consumers’ purchasing power, which were
directly responsible for the rise in consumers’
demand. . They also prove beyond any doubt
that a policy of Government deficit expendi-
ture, even if that expenditure takes the form
of distribution of money directly to consumers,
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rather than of public investment expenditure
can lift an economy out of a depression.”

The measures adopted in the U.K. also are stated to
have “on the whole succeeded in restoring a fair degree
‘of prosperity to most branches of British Agriculture,
Output rose by one-sixth and the prices of nearly lel
products were considerably higher by 1937.” With
respect to the charge often made that these schemes
resulted in more evil than good, the same publication
says:—

“ It is true that the attempts of national Govern-
ments during and after the depression to protect
their domestic economies and national econo-
mic interests by uncoordinated and too often
short-sighted actions have often merely increas-
ed these maladjustments. But this by no
means proves that, in the absence of any inter-
national system for the coordination of national
policies to take the place of the old Gold Stan-
dard mechanism, (any alternative policies
would have achieved better results.”

That measures improvised during a period of acute
difficulty should have produced undersirable consequen-
ces in certain directions is only to be expected; what is
remarkable is that they did succeed to a "considerable
degree, in pulling the economy out of the depression and
setting it on the road to recovery.

27. The essence of the policy, however, whether it
expressed itself through one type of measures or other
was that the State took upon itself the responsibility for
establishing prices at a level, which would be remunera-
tive to the producer and be -within the means of the
consumer. Experience had showed that isolated action
in the market proved ineffective and led either to an
improvement which proved to be short-lived or to
lasting disaster. There was a growing appreciation that
it was not- sufficient merely to influence supply and
demand but that the available supply needed to be cana-
lised by active intervention into appropriate ‘channels:
of demand. The State therefore had to step in, as the:
obvious agency, to control the purchases and sales in the
home market on the one hand, and to regulate international
commerce on the other. The diversion of produetion
called for compensation to the producers and the holding
of buffer stocks called for capital investment. The



_Indiain the
. world de-
pression,

18

problem of waysand means and of the allocation of grants
could be solved only through State agency. In many
cases, the State discharged its functions through the
agency of separate autonomous organisations so that
effective supervision could be maintained over the utili-
sation of grants and the financial burden of the policy
could be clearly assessed.

~ 28. In this context, if we look to what happened
in India during the depression, we see a dismal picture.
The steep fall in agricultural pricesin India as a conse-
quelnce of the depression is clearly seen from the following
table :—

INpEx NUMBERS OF WHOLESALE PRICES IN CALCUTTA.
' (1929—100)

Year. Cereals. Oilsceds. Jute Raw. Cotton Raw.

1929 100 100 100 100
1930 80.0 - 81.3 66.3 62.3
1931 62.4 52.9 51.5 56.8
1932 54.4 -49.0 47.3 63.0
1633 652.8 47.7 43.2 54.8
1934 55.2 59.3 41.0 650.0
1935 60.0 69.0 52.6 53.4
1936 63.2 65.2 52.6 . 61.0
1937 61.6 - 74.2 59.0 61.0
1938 - b7.8 68.3 51.5 45.9
1839 68.8 68.3 84.2 51.3

By 1933 and 1934, the prices of most commodities were
reduced to half their 1929 level ; and though they recovered
thereafter toa certain extent, the recovery was uneven and
unstable with the resultthat even in 1939, prices were consi-
derablybelow theirpre-depression level. Thefallin the pri-
cesof wheat and rice was particularly disastrous as these
prices influence the prices of other foodgrains and the
total acreage under foodgrains amounts to about 80 per
cent of the total area under cultivation. In the case of
commercial crops, the fluctuaticns in prices were even
greater because these crops were subject to changes in
international demand. According to an estimate made
in the Review of the Trade of India, the value of
principal crops in British India declined from Rs. 1,021
crores in 1928-29 to Rs. 474 crores in 1933-34. Thus
between 1928-29 and 1933-34, the value of these crops
declined by 53.69, which may be taken asa rough
measure of the fall in the purchasing power of the
agriculturist during this period.
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29. The fall in prices of primary goods was larger
than that of manufactured goods. This disturbed-the
price structure and the economy of predominantly sgri-
cultural countries like India. The terms of trade were
altered to the dlsa.va.ntage of India, as can be seen from
the relative trends of the prices of imported goods which
ere mainly manufactured and the prices of exported
goods which are mainly agricultural.

INDEX NUMBER OF IMPORT AND EXPORT PRICRS

Year. Ezports. Imports.
1029 100 100
1930 819 923
-1931 579 788
1932 55°5 819
1933 546 753
1034 541 718
1935 599 718
1936’ 589 718
1637 815 849
1938 599 838
1939 613 805

While the fall in prices of expoits was of the order of
45'0 per cent between 1629 and’ 1934, the fall in the
prices of ircports was only 28 2 per cent over that period.
The recovery in the prices of exports was also much
slower and in 1939, while the prices of imports were 195
per cs2t bolow the pre-depression level, those of exports
were still 38'5 per cent lower. This disparity in the fall
of prices fuither reduced the purchasing capacity of the
peorle and adversely affected their standard of living.
As Bir George Schuster, the then Finance Member of the
Government of India, rematrked “India felt tle severity

- of the fallin the cese of what she had to sell, but did
not obtain & corresponding advantage of the fall in
prices of what she hed to buy’’. From 1930 onwards the
eccnormy was meintained by exports of gold on a
considerable acale, thus cumpensatano for the heavy
deoline in the balance of trade in merchandise by the
export of treasure.

30. Tle angulturlst wag particularly hit because
whila the gollapee of prices cut into his receipts, the
ircidence of his obligationsin the shape of laud revenue,
rent, interest charges ete. remained normally unaltered
except for such reriecions of taxation as were granted;,



18

He ‘had to sell a larger proportion of his produce by
cutting his own consumption and expand production
wherever possible so as to maintain his income.
Unemployment and poverty amongst the villages was
beyond description. The peasantry had to sell such
capital as they possessed in the form of land and orna-
ments and contracted fresh debts as long as lenders were
willing to lend. - With falling prices, the value of land
which was the only security they could offer also
declined and credit dried up.

31, The effects of the depression were more severe in
India. than in other countries, both in the depth of the fall
in prices as well as the period over which it lasted®.

IxpEx NUMBER OF WHOLESALE PRICES.

India. U.K. Board

Year. Calcutta. of Trade. = U.S.A. Japan.
1929 . 100 100 - 100 109
1930 82 88 91 82
1931 68 78 77 70
1932 65 76 68 77
1933 62 76 69 91
193¢ - 63 78 79 92
1935 65 79 84 94
1936 65 83 85 97
1937 - . 73 96 90 118
1938 68 91 82 131
1939 77 91 81 140

The Indian Price level fell by 38 points in the worst
year of the depression while the prices in U.K. fell by
24 points, in the U.S.A. by 32 points and in Japan by
30 points. While the worst was over in the U.K., U.S.A.
and Japan by 1934, Indian prices continued to rcmain
depressed  practically till the outbreak of the war. In a
sense, conditions in India never rccovered frowa the
depression as such, and but for the superimposition of
the cffects of war-time expansion cf curreney,it is
doubtful if they would have recovered at all. Even after
the outbreak of the war, it took three yvears before Indian
prices rose to the pre-depression level.

32. One of the main reasons for the protracted cha-
racter of the depression in India is to be found in the

*Report on Curreney and Finance, 1937.38:



negative character of State. policy. While other Govern-
ments were taking active measures for raising prices and
maintaining purchasing power, State policy in India
concentrated on remission of taxation and retrenchment
of public expenditure. . The total Provincial expenditure
on public works declined from Rs. 872 lakhs in 1929-30
to Rs. 578 lakhs in 1932-33. Until 1937, when popular
ministries took over control in the Provinces, few
attempts were made even to reduce the fixed charges of
the farmer by scaling down debts or lowering rates of
interest or by declaring a moratorium. The Government
of India imposed protective duties onwleat and wheat
flour and negotiated the Ottawa Pact, embodying the
principle of Imperial preference, but little was done by
way of monetary policy to lift the economy out of the
depression. There was some slight relief when the U.K.
went off the Gold Standard and the rupee, linked to ster-
ling, automatically depreciated in terms of'gold, but the
sterling link prevented the rupee depreciating to a level
where it would have significantly influenced the price
level. India participated in the international restriction
schemes for tea and rubber, and attempted to persuade
the domestic cultivators to restrict the cultivation of jute
in order to support the prices of these commodities.
The only instance of direct action calculated to maintain
the incomes of agricultural producers however was the
enforcement of minimum prices for sugarcane. In 1934, the
Sugarcane Act was passed which empowered local
Government . to declare apy -area a controlled area
and to fix the minimum price of sugarcane within that
area. The U.P. and Bihar Governments thereupon
fixed minimum prices for sugarcane based on a sliding
scale varying with the price of sugar realised by the
mills in each fortnight of. the working season. Even
after the popular ministries were formed in the Provin-
ces, on positive measures for maintaining purchasing
power were adopted during their brief tenure of office,
and they concentrated on a programme of legislative
measures for conciliation of debt, regulation of money-
lending and interest rates, and reform of tenancy and land
revenue. Thus the period of the depression which marked
the beginning of a new era of state responsibility and
planned assistance in other countries is characterised
in India only by a continuance of the old-time policy of
laissez faire, except for a few feeble attempts at control.
India perhaps was one of the few countries in the world
where%80 little positive action was taken by the State
to meet|the depression.
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33. Even in countries where measures of State
intrevention in agriculiure were adopted, they were not °
the result of any deliberatec policy. based on definite
objectives but were temporary expedients improvised
piece-meal to deal with sudden emergencies under the
stress of popular pressure. The poverty and unera-
ployment generated by the depression were so widespread
and persistent that no responsible Government could
fail to take remedial action except at its own peril.
As the depression spread from one sector of the
national economy to another, efforts had to be made to
patch up the situation and localise its effects.. As s
result, each country in due course had under operation
a whole facade of controls which were forced upon the
State Dby the sheer pressure of circumstances. They were
brought on by the emergency; and it was fondly hoped
that they would soon disappear with the emergency.
They were essentially temporary measures of relief and
salvage, designed to be -~withdrawn when conditions
returned to norinal. ' :

34. In actual .fact, conditions never returnsd to
normal. -Though the depression in many couuntries
reached its bottom in 1934 the recovery weas 20 slow and
protracted that any abandonment of State assistance
would have reversed the $endency of recovery itself,
The emergency measures therefore. continued in
operation, even after economic conditions had turned
the corner, with the object of accelerating the pace
of recovery. Besides, the withdrawal of State contrel

-was not a practical proposition in the absence of an

international understanding which would Tpromote
orderly world ‘economic development. The atmosphere
was already clouded by .the growing political tension
which was pointing unmistakingly towards an early

flare-up. -

35, After the outbreak of the war, various measures
of State intervention already in existence had to be
welded into an efficient instrument for the prosecution
of the war. The regulation of agricultural piices becamse .
ons aspect of the general regulaticn of economic life,
and aimed at securing the fullest utilisation of the
productive resources in the war effort. Apart from the
demand for raw materials cssential for the produc-
tion of manufactured goods, the inereased production of
food and its equitable distribution became matters
of fundamental importance. Besides the problems of
feeding the armed forces, an adequate supply of food
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to the civilian population was an essential condition in
the maintenance of general morale. With growing
public expenditure and expansion of currency, the major
problem  in the sphere of prices was to maintain
prices which will be high ‘enough to evoke the desired
quantity of production and yet low enough to place the
essential foodstuffs within the reach of the ordinary
consumer. The situation had to be tackled by a variety
of. measures including the fixation of minimum and
maximum prices, the subsidisation of the cost of living
and the rationed distribution of food.

36. In the U.S.A., the price policy was executed by
the Office of Price Administration, the office of War
Food Adminigtration, the Commodity Credit Corpora-
tion and other agencies of the State, In Canada, the
scope of the activities of the Canadian Wheat Board
was extended to include  other commodities, special
product boards were set up to handle-partioular coms
modities, and "a number' of procyrement bodies were
created to effect purchases on behalf of the different
ministries in the UK. In the U.K., the Ministry
of Food acquired & monopoly over practically - all
imported and home produced foodstuffs and while preo-
ducérs’ prices were maintained high enough to stimulate
production, the cost of living was held at a reasonable
level by a policy of sibsidies.

. 87. The outbreak of the war involved India in
grave difficulties.~ Firstly, the loss of export markets
created a serious situation for Indian staples. The loss
of trade with Europe alone amounted to over Rs. 30
crores or 1/6th of her total overseas trade.
Groundnut, jute and cotton were the commodities most
affected. The entry of Japan in the war further
closed the door to about Rs. 11 crores worth of raw
cotton. Steps had to be taken to find alternative
markets for these products or to reduce their produc-
tion, if their prices were to be protected from collapse.
Secondly, there were the difficulties arising out of the
shortage of food which became particularly acute
after the entry of Japan in the war and the fall of
Burma. Thirdly, there were the problems arising out of
the strategic position that India occupied as an impore
tant base of supplies for the Allied forces.

38. After the entry of Japan in the war the
food situation became grave, and measures had to
be improvised to meet the emergency, The growing
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expansion of currency was resulting in soaring
priées, and the situation was aggravated by
speculation in the stock and commodity markets,
transport difficulties and hoarding. Prices were
no longer the outcome of the forces of supply and
demand and were powerfully influenced by adminis-
trative action. The State was compelled to
intervene actively in the economy of the country, and a
complicated machinery for regulation of production,
movement, distribution and consumption of different
types of produce gradually came into existence. A
statutory wheat price was imposed by a notification in
.December, 1941. This caused an artificial. shortage of
wheat and the nofification was- withdrawn in J anuary,
1943, Attention was later concentrated on the enforce-
ment of statutory maximum prices which were to be fixed
for each crop season on the basis of a fair return to the
cultivator. As a result of the Kharif Prices Conference
held in January, 1944, maximum prices for jowar and
bajra in the primary wholesale markets of surplus millet-
producing areas were notified. Soon after, acting on the
recommendations of the Price Advisory Committee which
was set up in the Food Department, statutory mazimum
“prices for wheat, barley and gram were also fixzed.
Subsequently, realizing the importance of assuring a fair
minimum to the cultivator, the Government guaranteed
to purchase all wheat of fair average quality offered in
the assembling markets of the Punjab, U.P. and Sind at
Rs. 7-8-0 per maund. In May, 1944, a similar guarantee
was extended to all jowar and bajra offered in the main
producing areas, at the floor prices of Rs. 5-8-0 and
Rs. 6-0-0 respectively throughout British India, except in
‘"Bombay where special prices were announced. Since
then, the Government of India have endeavoured to keep
-prices within a range fixed by statutory maxima and
minima, combined with control of procurement, move-
‘ment and rationing. In addition to controlling prices,
both the Central and Provincial Governments have
encouraged agricultural production by direct subsidies
for the supply of seeds, manure, irrigation wells, etc., under
the ‘Grow More Food’ Campaign. Among Commercial
crops, prescribed price brackets have been operative in
respect of cotton, jute and sugarcane, and Governmeut
have undertaken to support cotton prices by a buying
programme when they threatened to fall below the
guaranteed floors. Thus, during the war, state policy
in India comprised a wide variety of measures in the
sphere of agriculture, constituting an important step in
the direction of planned assistance to agriculture.



39. It is in the light of this history of Btate poyt.war
assistanoo that  future policy has to be decided. Statepolioy.
A policy of maintaining a stable price level came to .be
forced upon the State as a goal of economic policy
only during the world depression when unemployment and
distress reached limits which no Government could
look upon with equanimity. Before recovery was
complete and the policy could be reconsidered, the
war intrevened and it had to be orientated .to-
wards the requirements of ‘the prosecution of war.

Now that the 'war has ended, the policy
has to be refashioned to meet the changed requirements
of the post-war period.

40, The immediate problem is one of effecting a
smooth transition of the economic system from & war to
a peace basis with the least dislocation and with
the withdrawal of all unessential ‘controls. The
war itself has let loose- forces which make for
instability in the post-war world and if unemployment and
depression are to be avoided, policies must be devised in
advance. Apart from the physical devastation suffered’
by a number of countries, even the relatively prosperous
areas will find that many industries which have been built
up owing to the shortages induced by war-time conditions
can no longer be maintained. The problem cf fitting
economies which have tepded to grow more cnd more
self-sufficient into & pattern set by the dynamie
development of world forces is bound to be
painful and protracted. It is likely to be rendered
even more difficult by the problem of re-settling
millions of ex-soldiers and by the political and social
chaos that still obtains in large areas of the  world. The
forces making for a depression are already struggling to
break loose and will strain the resources of the State to
the fullest" if they are to be held in check. .

41, Even apart from the problem of preventing
serious dislocation during the “transition, the United
Nations are committed to the long term objective of
maintaining full employment and raising the standard of
living of their people. The fifth clause of the Atlantic
Charter recognises the object of “securing for all, impro-
ved labour standards, eccnomic advancement, and social
security ”’. The Final Act of the United Nations

Conference on Food and Agriculture also réecommends
that

“the Signatory Governments should affirm the
principlc  of mutual resporsibility and co-
codiuated aetion, (@) to promote the full and
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most advantageous employment of their own
and all other people and a general advance in
the standard of living, thereby providing for an
increase in both production and purchasing
power, and (b) to-promote the un-interrupted
development and most advantageous wuse of
agriculture and other material resources for
the establishment of an equitable balance bet-
erenu agriculture and industryin the interest
of all.”

The implementation of these responsibilities involves
the conscious regulation of economic forces in the same
way as did the prosecution of the war,

42. That the different nations are conscious of their
postwar responsibilities and the measures necessary for
their fulfilment is clear from the' announcements of policy
that have been already made. . The Steagall Amendment
and the Agricultural Adjustment Act of 1938, as amended
in 1942, have already assured the farmer in the U.S.A.
of substantial aid in supporting prices, since the prices
for several commodities are to be supported at not less
than 909, of parity for two years after the cessation of
hostilities. President Trumen in his annual message to
the U.S. Congress, delivered in January, 1946, has also
declared that the Government must assume ultimate
responsibility for the economic health of the nation
ard has enunciated two major objectives of agricultural
policies firstly, to assure the people on the farms a fair
share of the national income, and secondly, to encourags an
agricultural production pattern that is best fitted to the
nation’s needs. The Canadian Government have
passed the Agricultural Prices Support Act in 1944
under which a Board has been constituted with pewer to
support the prices of all agriculturs]l products, either by
purchasing such prdduce at prescribed prices or by
paying to the producer the difference between the
prescribed price and the averags .market price. In
prescribing prices, the Board is required to endeavour
to ‘“ensure adequate and stable returns for agriculture
by promoting orderly adjustment from war to peace
conditions *’ and ‘‘ to secure a fair relationship between
the returns from agriculture and those from other
occupations . Even in the Urited Kingdom, where
agriculture may not be relatively as important as it is
in the  primary producing countries, thé Government
" have declared that thev propose to establish & system
of assured markets and guaranteed prices for the
principal agricultural products of the country s&s an



essential and permanent featura of their policy. The
farmers are to be apprized.of the minimum prices for
livestock, milk and eggs three to four years in advance,
and for cereals, potatoes and -sugar-beet well before the
time for sowing. As a corollary to the assistance
extended, the Government would expect proper manage-
ment and equipment of agricultural Jand and. would
permanently retain powers for direction, supervision and,
in the last resort, taking over possession of land.
The Food and Agriculture Organisation and the United
Nations Economic and Social Council also have under
consideration & plan for settingup'a World Food Beard
with powers to regulate production, prices and stocks, and
the proposed International Trade Orgenisation contem-
plates the setting up of special commodity commissions.

43. In India also, the reports and policy state-
ments issued during war-time, both by «official and
non-official bodies, have displayed an increasing
awareness of the necessity for adopting similar policies.
The Food-grains Policy Committee, the Bombay Plan,
the Famine Enquiry Commission, and . the Policy Com-
mittee on Agriculture, Forestry and Fisheries have all
stressed the necessity of a policy of State assistance to
agriculture with a view to safeguarding the position of
the cultivator and ensuring the requisite expansion of
agricultural production. After considering the various
suggestions and recommetidations made, the Government
of India have announced an All-India Policy for Agricul-
ture and Food, stating in detail the objectives aimed at,
the measures contemplated and the respective roles of
the Central and the Provincial Governments in their
execution. After outlining the various measures that
should be taken to achieve the objectives, the important
general principle is laid down that proposals will be
judged not merely on the basis of the direct financial
return, but that full account will be taken of the indirect
economic and social benefits to the country asa whole.
The statement is also noteworthy for its recognition that
one of the cardinal objectives of State policy is “to
secure for agricultural produce an assured markeét at a
price remunerative to the producer and fair to the
consumer”’, and for including in the programme of action
such economic measures as may be practicable for “the
regulation of prices, so as to ensure an adequate return
to the cultivator and a fair price to the consumer *.

. Post-war
State policy
in India.
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Methods of State Assistance.
44. In order to achieve the objectives of expandéng
agricultural - production and placing adequate purchasing

‘power in the hands of the cultivator,'it will be neccsary

for the State to initiate a programme of coordinated
development-consisting of a number of different recasurcs
integrated in a suitable manner. While this much is
common ground, there is difference of opinion as-to the
methods which are most appropriate for ensuring
increased production. It is therefore necessary - to
examine the different methods of assistance in the

. context of the environmental conditions so as to assess

which of them’ will lead to the most effective attainment
of the objectives aimed at. ’

45, . The desired expansion of production cannot
‘fully be achieved without measures which will secure
efficient units of production and wide application of
improved farming technique. Such measures will be
adopted only if it is economically worth while to do so.
The measures of assistance must thereforé cover both the
technical and economic aspects of the problem.

46. The technical problem is to secure an all-round

'-'(N’problo *.drive for greater efficiency in agriculture with. a view

--to increase the natural productivity of the lard and the

" yield per acre, through the application of the fruits of

research to the specific problems of Indian agriculture.
Three stages are usually distinguished in this connection.
The first is to extend our scientific and technical
owledge through research on subjects having ‘a

- bearing on agriculture. The second is to test the useful
- results of research on a full scale under local farming

- .oonditions.” The third is to secure the adoption of the

- improved techniques on a country-wide scale by the

’ cultiva.tor.} In other -words, scientific research work,
- agricultural experiments and extension activities should

. be fitted into a comprehensive plan of action. Much
work has béen done in India with regard to each of these
- agpects. Agricultural research in this country received
a fillip in the first few years of this century, when the staff

- of the Agricultural Departments in all the Provinces was

strengthened and a number of Agricultural. Colleges
and Research, Stations including the Central Research
Institute at Pusa were established. The next important
land mark was the establishment in 1929 of the L.C.A.R.
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which was designed to assist and coordinate agrioultural
research in India and to act asa clearing house for
information regarding research on agricultural and
veterinary matters generally., By 1937, the activities
of the I.C.A.R. had*advanced to a stage at which Sir
John Russell could say that the great need was for ‘“‘a
fuller use of existing Lknowledge rather than the
accumulation of more knowledge”, for ‘“work on the
cultivators’ fields rather than in the laboratories.’'*

- ¢7. Progress in the other two stages, viz., experi-
mental and extension work hes been much less rapid.
There are & number of experimental stations scattered.
over tho country, but doubts have been expressed as to
whether their work has been fruitful. Sir John Russell
has pointed out that their work was frequently diffused,
confined too much to the laboratory and: the pot-culture
house, und almost always restricted to the experimental
station. It is also generally recognised that the exten-
sign of the results achieved on the experimental stations
to-the fields of the cultivators has rarely proceeded with
sufficient speed. But there is no doubt that an appreci-
able amount of work has been done on the purely technical
problems of Indian agriculture, and that further pro-
gress in thisregard depends on a wide extension cf the
normal activities of the Central and Provincial Depart-
ments of Agriculture. The ways in which this can be
done have been indicated in a number of recent reports,
particularly in the I.C!.R. Memorandum on. the
Development of Agriculture and Animal Husbandry in
India. and the report of the Famine Inquiry Commission.
While we do not feel called upon to make detailed
recommendations on this subject, we draw attention to
this aspect of the preblem because the-desired expansion
in production cannot be expected to materialise without
the widespread adoption of improved farming technique,

48. As we have pointed out earlier, technical im-
provements must be economically feasible, before they

can bo expected to be adopted by the villager. The °

cultivater wili be induced to invest his funds in these
improvements only if the resulting increase in output
will more than compensate him for his additional outlay.

49. A reduction in the costs can however be brought
about by & variety of methods. The requirements of
the cultivator such as seed, manure, implements, etc.
can be provided at a price below cost, the difference being

*A report on the work of the 1.0,A,R,~Bir Jobn Russell.
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borne by the State as a subsidy to agricultural
development. A - reduction may be effected in
rent, irrigation charges, land revenue, ete. by deliberate
State action. With a given price for the final product,
these reductions in cost will improve the net income of
the farmer, encourage saving and lead to greater
efficiency of production.

50. The method of reducing the cultivator’s costs of
production by granting subsidies has been tried in various
parts of India. Most Provincial and State Agriculture Dep-
artments have from their inception evolved various imp-
roved variéties of seeds for distribution to the cultivators.
The subsidized distribution of improved seeds has been one
of the important measures adopted under the present ‘Grow

"More Food’ campaign, which also includcs subsidized sale

of oilecakes, fertilizers, compost, bone products, ete. to the
cultivators, There is no doubt that by the provision of
different facilities like seed, manure and water at a price
below cost and by directly undertaking operations foz
bunding, erosion control, etec., the State can influence ¥
a positive manner the direction of development. A
system of differential subsidies can secure th€R
diversification of crops snd promote greater stability in

thé economy. A subsidy may also be granted for carry-
ing out particular improvements, or for conforming to a

pattern of production set by the State. Such subsidies

bhave been extensively used abroad, the most outstanding

being the acreage payments made to farmers in the U.K.

during the war for bringing grassland wunder the

plough, and the rewards paid to U.S. farmers by the

Agricultural Adjustment Administration for following the

prescribed soil conservation practices. In India also, the

method has been utilised to some extent during the war

by way of acreage subsidies to the customary growers of
short-staple cotton who diverted their land to the

production of food crops. ‘

51. The method of subsidies has the advantage

firstly that the cost is definitely known in advance and

in fact determines the size cf the subsidies grantied, and
secondly, that the assistance granted is definitely related
to the manner in which it is utilised. A system of
subsidies is of particular importance in & country like
India, where the cultivator needs direction and guidance
as to the methods he should adopt in effecting improve-
ments. The full benefits of subsidies will however be
realized only if they reach the actuel tiller for specifie
purposes. This will require a large and complicated
administrative machinery for adjusting the amount of



beneflt to the needs of each cultxvator, checkmg state-
ments and arranging for payments. Even in its initial -
stages, the Agricultural Adjustment Administrafion in
the U.S.A. employec_i no less than seven thousand officials
at headquarters alone merely for scrutinising claims and
issuing cheques. This illustrates the difficulties of usmg
the method of subsxdles on an extensive’ scale. *

52. . The other method of reducmg the. costs to the Ad)ulhont
cultivator has also been used widely in India. Remissions of land -’
of land revenue in times of failure of créps have been a Tevemus,
normal feeture ¢f thereverte system and co: wessions - :.‘:t::d"h"
‘regarding waler-rates have been widely granted during. rents.
the ‘Grow More Food’ campaign. In Sind; a-sliding"
scale system of lend revenue assessment is' in force.
The scope for such adjustments is kowever limited, since
- certaip items of costs are already elastic to 3pme extent.
Insome parts of the country, rents are paid in kind, and -
to that extent price-changes do not affect their ‘incidence
on tho&ultivator; We do ot wish to minimise the.
- impor®iice of such edjus!ments of costs_ a3 & method of
protecipgg tho cultivator, but we feel that they: can only
have a palliative effect. In the nature of the case, down-
ward adjustments in these demanda can only be ‘carried
out poét facto, asfalling prices are not easily predictable.:
The administrative machincry has proved itself none too
"prompt in granting remissions cf lend revenue, and
continuous adjustment of rents o chungmg prices may
act as & dcterrent to mvcstmcﬂt in land a.nd lead to -an

increase in htxgatmn

- 53, Apert from the epecxflc methods of- reducing General
the costg of agriculture discuseed above, there are certain  eeonomie
general economic mensures whi*h have widespread inci- eseures.
dence end therefore have a béaring on the position of the
agriculturist as well. ' The improvement of marketing and
the establishment of regulated markets will enable the"

-cultivator to obtain’a largcr share of the price paid by
the consumer. The regulation of money-lending and the
‘organization of credit facilities will encourege works of
land improvement- by making finance avsilable at a low.
cost. The reform of the sy stems of land tenure will give.
a feeling of security to the cultivatcr and tbe regulation’
of wages to tho agricultural labourer. The size of holding
is another factor which greatly affects output; it is
generally believed that . the present average size is tco
small and that an -increase in the size of Loldings will
lead to more. efficient” production. Thcse meesures are
no doubt of great importance to the prospenty of the
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cultivator, and we discuss them in datail in Chapter X of
our report,

64. The prosperity of agriculture is closely interre-
lated with that of industry and any measures which tend
to keep up a high level of industrial employment and
income will have favourable repercussions on the agri-
cultural economy by relieving pressure on land and
increasing the demand for agricultural produce. The
development of large-scale and small-scale industries must
therefore go hand in band with agricultural development.
A programme of public works, such as roads, railways,
irrigation schemes etec. is also of great importance, as it
acts as & pump-priming device and stimulates private
investment.

85. Itis obvious,in the light of what hes been said
above, that the prosperity of agriculture deperids on the
economic situation as a whole and no measures of assist-

ing agriculture can succeed unless they are integrated
into the general plen for economic development. . -From
this point of view, the monetary policy of the country
assumes specisl importance. The monetary policy,
through irfluence onthe rate of public borrowings, interest
rates and open market operations in securities, regulates
the volume of currency and infiluences the general luvel of
prices. A cheap money policy stimulates mezsures of
economic development, both public and private, while
a dear money policy retards them. Even if particular
measures of developraent may start in spite of unfavour-
able monetary cenditions and perhaps preceed up toa
 point, they can be ultimatcly sustaired only if the more-
_tary policy is of a complementary charscter. It is neces-
- sary therefore to follow a gonetary policy whieh is
calculated to maintain prices, employment «rd incomes
at satisfactory levels.

58. But though an approp:iate menetary policy is an
indispensable instrument for securing a genersl eccromic.
expansion, it needs to be reinferced by measures ¢f a more
direct character. A monetary policy can only have a
passive influence on the inducement to invest. Actunal
investment is influenced by factors of a more indeter-
minate character and the psychological factors are often
such that investment does mnot actually result even
though the monetary conditions may be favouralle. Vwhile
monetary policy must conticue to be the instrument for
acting upen the incomes cf all classes of pecple, special
meacuris have Lo Lo teken for acting upon the incomes
of particular classes and particular sectors of the economy,
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In the case of agriculture, in particular, a more frontal
attack is called for, and specific measures have to be
taken which would have a direct effect on the level of
agricultural costs and incomes. Though the lasting
success of such individual measures will ultimately depend
upon the pursuit of a complementary monetary policy
which alone can sustain them, they have great value
in transmitting the impact of policy to a sector which
would otherwise prove difficult to reach. ‘

57. It is within a framework of general economic
development, therefore,that a programme of active
State assistance to egriculture embracing the various
methods described above has to be pursued. FEach of
these methods has its own merits- and demerits, as. we
have pointed out, and in a well-organised system of
assistance all must have their appropriate "place and no
one method can be adopted to the exclusion of others.
Any one method may play a significant role within the
limits of a fairly prosperous economy when all that is
needed is a mild regulation and the provision of fresh
incentives in a few well-chosen directions. Where the
problem, as in India today, is one of salvaging and
revitalizing an economy which has suffered for generations
from neglect, nothing less than a well-planned and
thoroughly integrated combination of all types of
assistance will be of real value.

58. The measures of aksistance which we have
diecussed so far are on all fours with those which are
customarily adepted in the case of industries. Industries
are also given assistance by the State to effect improve-
ments in techrical metlhicds designed to reduce the cost per
unit. In certain circumstances they are also granted relief
in taxaticn, and subsidies. Industrial presperity also is
gencrally recognised to be dependent on a pelicy of main-
taining purchasing power, prices and incomes at a satis-
factory level. Tariff protection is equally applicable to
agriculture and industry, and has been used widely in
Europe between the wars as a method of assistance to
agriculture. The methods so far described, therefore, merely
provide for equality of treatment between agriculture and
industry and rccognize that the prosperity of agriculture
is no less important than the prosperity of industry.

59, We are of opinion, however, that in order to pro-
tect the interests of agriculture in an effective manner, it
is nceessary to go further than is necessary in the case of
manufacturing industries. The agricultural industry has
anumber of peculiax features which are not found in other
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industries. Firstly, agricultural preduction is inelastic
in character in the sence that the supply does not and
cannot fall rapidly in the same proportion as the fall in
market prices. Since the producer depends for his own
employment and his own consumption on land which is
his only capital, ke has to continue lis production under
all circumstances and cannot respond to a fallin prices
by a rapid reduction of supply. On the contrary, since
he depends for the supply of his other requlrgments on
the income he obtains by the sale of his surplus produce,

areduction in price actually calls forth from him an increas-

ed supply in the market at the cost of his own

consumption, in his -effort to maintain his total cash

income. Secondly, nature plays a dominant role in

determining the quantity of agricultural produce. The

agncu]tunqt is 2t the mercy of climatic factors over
which he has-no control and a timely rain or an untimely
frost can make all. the difference. Thirdly, agriculture

is "a biological industry and cannot close down.

A manufacturing plant can be shut down and restarted

a year later, but a farmer cannot stop feeding his cattle.

The turnover of capital in agriculture is extremely slow,

the results of capital expenditure are apparent only after
a long time and in the meanwhile the capital equipment

has.to be kept in use even if the returns do nct cover

the costs. Fourthly, the difficulties are accentuated by

the well-known fact that agricultural costs generally lag

behind prices. While prices fall in response to bumper .
crops or slack demand, the costs are to a large extent

rigid and cannot be adjusted downwards except after

considerzble resistance and delay. Tinally, agriculture

being carried on by a large number of small producers

scattered all over the -country, the producers remain

unorganised and powerless to deal with unforeseen

disasters. The degree of risk involved in agricultural

occupations is so Ligh.that it is beyond the capacity of
the individual producer to shoulder and it is indeed

fortunate for the community that' he undertakes

production at all in the face of such risks and maintains

the supply of essential commoditics even in the absence

of financial incentive. The peasantry carries on the

essential service of productionin good as well as bad times,
and is therefore entitled to protection from society. Ifit
is the duty of the producer to continue to produce in
order that the nation may not be starved of its basic needs,

- it is also the right of the producer to demand that he be
maintained in conditions of at least moderate security.

The pessantry is the backbone of the economic system
and on its survival depends the stability of society.



60. It must therefore be recognised that agriculture
is entitled in & sense to preferential treatment in .view
of its greater susceptibility to seasonal and. cyclical$
fluctuations and the weaknesses in its price-structure.
Since on account of its special features, agriculture is at
times placed in a position of disadvantage vis-a-vie
industry, itis necessary to provide for measures which
will restore the balance promptly. In ccrtain, sitvations
thereforse, it may be necessary to alser deliberately the ratio
~ between agricultural and industrial incomes in favour of

the former. This has to be done in practice by adjusting -
tho tempo of increase in agricultural and industrial
incomes insuch 8 way as would close the gap. .

. 61, An effective increase in agricultural incomes can Agrieul-
te secured in the long run only by raising the physical tural
output per acreé in relation to costs. In order that a drive “%0™¢*
for this purpose should secure the full and enthusiastic co-
operation of the producers, it is essential t6 provide them
- with a sense of security by undertaking measures of price
support. In practice, therefore, & policy of price suppdrt
is 8 preliminary to the maintenance of agricultura
incomes. ,

62. A paliey of price support can be implemented in- Consump-
directly by stimulating the demand of consumers throvgh tion sube
the grant of consumption subsidies. Subsidics for con- ®idies.
sumption, however, share the merils and demerits of

- gsubsidies for production, since they create the usual
difficulties which are impli.cit._ in. the adjustment of the
magnitude of essistance. ¢o the requirements of the
beneficiery and, in particular, call for a huge machinery
for their distribution. ' Besides, it has been found -by
experience that consumption subsidies are ‘more effective
when given at the stage of the sale of the processed
product rather than at the stage of primary production.
Subsidies are given to processorsand in order that their .
benefits may be passed to the primary producers, the
processors are required to ‘py ‘remunerative prices to
the primary producers. - In_effect, therefore, consump-
tion subsidies for processed commodities involve -direct
price-guarantees to the primary producer. =~ = :

63. Another method of indirectly securing to the Deticieney
farmer tha benefits of stable return for his produce is payments
the grant of deficiency payments. These usually take /
the form of payments per unit of produce sold, so a3 to
make up for any shortfall in market ‘prices. InYeality, -
therefore, deficiency payments are only subsidiesin an-
other form; the difference being that thoy are determined
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nod in advance but at the end of the year when the differ-
ence betwecn the market prices and the desired »crm can be
celculated. Deficiency payments, therefcre, involve not
only a vast administrative machin(ry for checking the
statements made by producers regarding the acreage sown
by.them and the amount of produce sold, but alzo the
determination of appropriate levels of prices on the baais of
some standard formula. The advantage claimed for ‘his
method is that the scale of assistante is correlated to the
needa of each individual farmer. For instance, to the ext-
ent that an individual farmer is able to secure a price in
the merket which- approximates to the price considered
appropriate, the deficiency payments are automatically
reduced. On the other hand, it suffers from the disadvant-
age that the magnitude of the paymsnts and their burden
to the State are notknown in advance. Besides, it does
‘not create the same psychological sense of security arnd
optimism that is created by & price-guarantee.

64. {Consumption, subeidies and deficiency payments
ere however only indirect methods of assuring the
farmer o remunerative price. Meany countries have
therefore considered that it is far simpler tc go to the
root of the matter and give direct price-guarantees
to the farmer. This necessitates that the State should
make arrangements through its authorized agents to
purchase produce from any perscn whio wishes to sell
it at the guarantced price, so that if he cennot geot
that price in the market he will got it from the State.
In some cases, the State gives & loan against the produce,
the produce being valued &t the price wkick the State secks.
to maintain. If the farmer can get & better price in the
market, he sells the produce and repays the loan, keeping
the difference. - If on the other hand, & better market
price is not obtainable, he-turns over the produce to the
State and gets the loan cancelled. This variant of the
method has been extensively used in the U.S.A. by the
Commodity Credit Corporsation, and it has the advantage
that the State can postporne taking physical possession of
tho stocks and may even_ succeed in avoiding it
sltogether. The principle however is the same; it is
that of assuring a certain price to the produccr, by
taking over the produce itself if necessary.

{65, The assurance of such a guaranteed price is in prac-
tice the most effective method of maintaining agricultural
incomes. A known price is a thing which the agriculturist
readily understands. It has greater significance  to him
than any deficiency payment that he may hope to get later.
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The price-gurantee extends an assurance to the producer
that he can always depend upon.receiving & price not
below the level guaranteed and gives him a sense of
stability and security which cannot but influence his
decisions of investment and production. The guarantee
of a minimum price for even a single season is of
inestimable value to the agricultural producer, since he
knows in advance of his plans what he may safely look
forward ag a return for his labour. The wide range
over which prices fluctuate in the market is the greatest
single factor restrictive of agricultural developmert, and
a narrowing of that range with a floor below the market
prices immediately creates the conditions necessary for
a generel expansion. A guarantee of minimum pricesis a
general measure of sagricultural assistance, as distin-
guished from the selective assistance given by subsidies.
The effects ‘of such & guarantee permesate the whole
economy, whereas measures such as subsidies only
achieve the particular object aimed at. Subsidies can
be effcctive only when the general,economic environ-
ment is favourable and all that is necessary is to remedy
a particular situation. When however it is a general
expansior that is airded at, a guarentee of minimum
‘prices is the most offective measure to adopt.

66. Scme of us in fact consider thet even if all the
other measures of State assistence described by us are
put into effect simultaneopsly, they will not succeed
in attaining the object in view unless the producer is
also guaranteed a remunerative minimum price for
his produce. This view is based on the experience
that the combired effect of &ll the other measures is
swept away at one stroke if prices fall below remu-
neretive levels.

67. Itistrue that in theory a fall in prices may be
counter-balanced by reduction in costs, subsidies, :ato.,‘
but in Indian conditions, in vicw of the rigidity of- fixed
items of costs such &8s rent and land revenue, and tha
unlikelihood of subsidies being given on an adequate
scale, thero is & case for holding that if prices fall the
effect of such a fall will more than off-set that of all
the other palliatives combined. If this happens,
marginal land will go out of cultivaticn and production
will fall. Although this tendency cannot go on indefini-
tely, since the cultivator’'s own needs will compel him
to cultivate a minimum quantity of land, it is cbviously
undesirable to risk a decreese in agricultural production.
It is on these grounds that some of vs feel that all other
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measures will be in vain wunless minimum prices are
guaranteed. While dll of us are not prepared to go to this
length, we are agreed that minimum price-guarantees ‘
E:on'stitute the most important single ,measuré of State '
assistance’to agriculture and their absence will militate

seriously against the benefits 'cqnferred by other
‘measures., '

Import- 68, 'We are reinforced in this view by a consideration
snceof of the special needs of Indian cultivators. Agriculture
prige- in this country, even at the best of times, is a gamble on
guarantees the rains and other climatic factors. I iti
in India. 6 ic factors. In addition, crops
- -are subjoct to pests and diseases against which the
—producer can rarely afford to protect himself. Production -«
is therefore subject to wide fluctuations. A relatively
small proportion of agricultural- production enters, into
the cash économy end smaller still, in the export trade;’
_yet, even a small charge in the prices of exports is
" sufficient to.influence the prices in the internal market
and the purchasing power of the producers concerned.
While a fallin the prices reduces the-income of the
. egriculturist, hid costs on account of land revenue, rent-
and other charges remain fixed, and his debt piles up
simultaneously with an_Tincrease in its real burden.
‘Moreover, tho high proportion of the population on land
" makes our econory peculiarly susceptible to changes in
* agricultural . prices. The agriculturists cannot efford to
‘take heavy risks, and they naturally hesitate to adopt
new techniques or to invest in improvements, or even
‘to avail themselves of the facilities and eervices offered
by the State. The incomes of the egricuiturists make
up the bulk of the putchasing power in the courtry and
wide changes therein produce like changes in the fortunes:
.of domestic industries. A large’ number of producers
always live on the border line of subsistence, and there
is a ‘chronic relative scarcity of land, and capital.
Uremployment rarely appears in the form that it presents
in industrial countries, for it is always  present in the
off-season disguised in the form of superfluous labour on
farms, which has nowhere else to go for lack’ of demand.
The distress and . destitution of a population which, at
best, lives on a subsistence level cen in. these circum-
stances be well imeagined. T
69. The agricultural producer in India ean therefore
be more readily -induced te cocperate in & drive for
expansion of preduction’ and increase in its efficiency, if he
has the feeling of security that Lis surplus produce will in
eny event fetch a price not lower than a given minimum.
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While we-may differ in emphasjs, all of us recognise that'
tke incentive offered by such a guarantee is direct and
general in its incidence, is. easily understood by the
producer, and evckes his willicg response. We recommend

that such a guarantee should be &n eszential part of eny -
policy of agricultvrsal development. :

70. The effective guarantee of & minimum price will
not only introduce an element of stability in agriculture,
but will slso promote stability in other spheres of
cconomic life. As tke Famine Inquiry Commission - haye
gaid “a feir rcturn tothe cultivator is cne of the foun-
dations not only of agricultural prosperity, but general
prosperity elso. The prices of agricultural produce are
a matter of crocial importante in the economic system
because of their influence on the wkele productive

- structure, throvgh the costs of raw materials and the
costs oflabour. The prices of raw materials affect the
prices of the marnufactured products, which have to face
the competition cf synthetic products, and the prices of
food determire the ccst of livir.g which are the basis of the
fixation of, weges and dearness allowances.,” Since
changes in agriculivral prices affect the profitability
of industry and its competitive capacity both at heme:
and abread, industry should welcome any attempt to
introduce comparative stabilicy in agricvitrral - prices.
Buch stability, even for ehort periods of time, stabilices
the costs of raw materials:bnd the wages paid to labour,
and leads to the stabilisation of industrial prices
in “torn. At the eame time it serves to stabilise the

+purckesing power  of the large agricultural populaticn and
thereby - provides a steady demand for the industrial
products. In acountry like India where there ie & huge
potential market witkin the country, still largely untapped,
this corsideration is of prime importance. Its importance
is already widely eppreciated aaisclear from the fact that
the representatives of industry are strong supporters of

_ & policy of steble agriculiuzal prices. The Bombay Plan,

for instance, mekes the fellowing recommendation *—

“Large fluctuations. in the prices of agricultural
commeditiee kave bgen among the most, important
factors which have prevented agriculturists ffom making
more sustaired efforte fo improve the yield of the land.
To check these fluctuatiors. in future and to mssure
to the cultivator & measure of security in respect of the
pricee of Lis crop, we suggest that, for the principal
agricultural ercps, the Government should adept a policy

- of fixing fair prices. In fixing a fair price, account



should be taken of the cost of living in the area
concerned as well as the cost of production. It would be
necessary for enforcing these ~prices to build wup
adequate commodity reserves which could be utilised
to check violent fluctuations. To prevent a depression
in the prices of specific agricultural commodities as a
result of foreign imports, the volume of imports should
be regulated by means of tariffs or by fixing quotas.”

71. The fact that prices are maintained at levels
which are known before hand will also introduce a
measure of stability in the revenues of the Provincial
and State Governments. Price guarantees will make
it easier for the agriculturist to pay land revenus
and water charges, and:the general prosperity result-
ing from such guarantees will have favourable ind-
irect effects on the yield of other sources of revenue.
The Provincial Governments will then be in a position
to undertake public works in .the sphere of agricul-
ture, on a more extensive scale, since such works will’
prove remunerative’even from a financial point of view,

72. DPrice-guarantees will maintain the price of land
also at a steady level and thus increase the value of the
only security which the producer has to offer, This
will effect the lending policies of credit institutions wko

- will look with greater favour upon advances on the
security of land and agriculturel prcduce. The risk in
such advances will be reduced to an extent 2t whicheven
insurance comparnies may be expected_«tg cover a part of
it. The development of cooperative ;marketing will
receive a stimulus, as marketing societies ¢n then with
greater safety make outright purchases, hald stocks and
expend their commercial as distinguished from agency
activities. The importance of a pelicy of} price suppert
to the development of the cooperative movement in India
hes been clearly brought cut by the Cooperative Planning
Committee in the following paragraph of their report i—

‘ Private initiative in the economie field is bound to
be greatly restricted in the present stage of development
of this country because of the high degree of risk that is
involved in all spheres of activity. While the cooperative
method of organisation is itself » method of reducing the
risk to be shouldered by esch, by poecling the respensi-
bilities of all, there is a limit beyonrd which even a coop-
erative organisation cannot go in reducing the risks apd
hazards of enterprise. For this resson it is eseential
that the State should intervene and take the necessary



measares to reduce the risks inherent in economic life, to
& level which private initiative can reascnably be expected
to shoulder. While the risks are high in all lines of pro-
duction, they are particularly serious in the sphere of
egriculture, because of the vagaries of the monsoon, the
inelasticity of production, the large number of small pro-
ducers and the wide range of price fluctuations. Moreover,
the fluctuations in agricultural prices, in particular,
unbalance the whole economy of the country since they
effect the incomes of more than 70 per cent of the
population thereby affecting the demand for all types of
commodities. Besides, they also influence the prices of
industrial goods through their effects on the costs of living
erd on costs of raw materials. The position of the agri-
culturists is rendered particularly helpless in a period of
elump of agricultural prices. The State must, therefore,
sdopt & policy of actively supporting agricultural prices
within a range which is fair both to the producer and the
copsumer, if a glump is to be avoided in the next few
years, if stability is to be introduced in the whole eco-
nomic system, if the risks involved in production, trading
snd processing are to be reduced'to manageable propor-
tions and if the cooperative movement is to be enabled to
compete with other forms of enterprise with greater
success. It is, therefore, upon & policy of active economio
development by the State that the success of Cooperation
will depend ” :

73. The replies that we have received from the Provi-
neciel and State Governments and important organised
bodies of public opinion to whom we had circulated opr
questionpaire, though differing in detail, are overwhelm-
ingly in favour of a policy of maintaining ' remunerative
prices. The Governments of Bengal, -Madras, Bombay,
Punjab end Assam, as also the Local Administrations of
Ajmer-Merwara and Coorg have expressed themselves in
faevour of a State agency to determine fair prices and
enforce them by purchasing surplus produce from the
market. The Government of Bihar, while agreeing that
it is necegsary to assure the agriculturist a return which
is proportionate to the return obtained from other forms
of labour, feel that much could be accomplished by methods
such as the reform of the systems of tenancy, credit and
mearketing.  They, however, recognise that an artificial
depression may have to be safeguarded against by State
intervention and the maintenance of buffer stocks. The
Administration of Delhi take the view that fixation of
prices will 1ot be possible in the future unless the existing
emergency legislation is continued after the termination
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of the war. Most of the Indian States wko have
_ replied favour a policy of price-fixation snc'tle same et-
titude is taken by the Irdian Central Coticn Committee,
the Indian Central Jute Committee, the Indian Central
Coconut Committee, the Indian Central Sugercane
Committee and a large number of non-official organise-
tions and private individuals.

74. While thus stressing the importance of gnarantecd
miniraum prices, we wish to emphasise thet the bencfits
of such guarantees mus% be carried down to all cleesen
participating in sgricultnre end steps should te taken to
protect in particular the small cultivaters and agricultursl
labourers, who are most vulusrable to the hazsrds of
agriculture and reed greater protection thsn the bipger
landlords. We discuss this question in greater detail in
s subsequent chapter and only wish to point out here that
measures to fix minimum  egricultural weges snd
to protect the tenant agninst undue enhancement of rent
are animportant complement toa policy of price-fixaticn.

75. A policy of maintaining the incomes of the
agriculturists by guarantecing prices at a minimum
level has to be associated in practice with an undertaking
. to provide supplies to the consumers at reasonable prices,
not oxoeeding a specific maximum. Wkere need be,
the State may in addition give special protection to the
vulnerable and poorer classes of consumers through subsi.
dies on consumption. It should thus be the olject ¢f
State policy to hold the market prices within & brecket
fixed by the minimum and maximum priccs an the two
enveloping limits. As the market prices show & tenderncy
to deviate, the ono or the other limit will become active
and should be enforced by appropriate measures.

76. (A policy of guaranteed prices is thus not merely
an emergency measure undertaken to ward off en
anticipated depression, but is a normal measure designed
to insure the economic system against both bocms and
depressions, It is not the intention to prevent long-term
factors such as incrcasesin productivity and shifts in,
demand from having their normal éffect on agricultural
prices, but to protect the price structure from short-term
disturbances of a sporadic or cyclical] character.) It may
be that the guarantees may remain passive if the market
prices follow a smooth course, The machinery of regula-
tion will then enjoy occasional epelis of enforced quie-
scence. In a changing world, such occasions will however
be rare, and since the price-guarantees may have to bs
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extended to a number of commodities with varying supply
and demand factors, the guarantees relating to some
one or the other out of them-are bound to be a live
issue for most of the time. Itis importanttoremember
that it is not merely & question of putting only a floor to
prices, but of putting a ceiling as well and what is more,
of revieing the floors and ceilings at regular intervals.
The policy is to substitute limited and gradual variations
in priccs, at definite time intervals, according to a
planned procedure, in place of the wide, spasmodic and
erratic course of prices that actually results from the
interaction of supply and demand in the market. In
short, the guiding - principle of policy should be to fix
prices within a range which would be fair both to the
producer and to the consumer and be capable of being
enforced in practice. The State should provide an assured
market to the producer at the minimum price, by
guaranteeing to purchase all that is offered to it at that
price, and it should undertake to release supplies at the
maximum price when the market prices threaten to
exceed the prescribed maximum, so that the uneeds of
sonsumers may be adequately met.

77.. The adoption of a policy of price-fixation in India
will not present serious difficulty since, it would only
bring the country into line with what is =alreay being
dono in other countries. The U.S. Government has
aspured twenty farm commodities of price-supports in
the immediate post-war perrod, to the extent of 909
of the parity price. It has also laid down as a principle
of State policy that & farm family should be assured of
s standard of living comparable to that of & family of
equal capacity and irdustry which derives its income
from business or factory woik. In Canada, the Agri-
cultural Prices Support Act of 1944 has set up 2 Board
with authority to purchase staple agricultural products,
whenever such products cannot be sold in the market
above certain ‘floor’ prices. The Board is charged with
the oblization of securing a fair relationship between the
returns from egriculture and those from other bcoupa-
tions. In the U.K.. the Government has established
a system of guaranteed prices and assured markets for
milk, fat, livestock, eggs, cereals, potatoes and sugar-
beet. This generzl acceptance of the policy of price-
fixation makes it casier for the different countries to
reach agrecinent on a common and integratcd price
policy which will be of mutual benefit and will help to
prevent price-pelicies in individual countries from being
dislocated by competition from abroad. In fact, it should
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be pessible to coordinate national policies in this field
through an international organisation, in & manner which
will maintain agricultural prices on a world scale. We
are glad to note that proposals have already been made
at the recent meeting of the F.A.0. at Copenhagen
for setting up a World Food Board for stabilising prices
on the international market, and for building up a world
reserve of food so &3 to level out good and bad harvests.
We also understand that it is” proposed to evolve an
international commodity policy at the International
Conference on Trade and- Employment, to be held
chortly, so as to deal with both, situations of chronic
disequilibrium between supply and demand, as well as
short-term and cyelical price fluctuations. A machinery
for international collaboration in this field will greatly
aseist in the implementation and coordination of national
policies of price support.

~ 78. Although our report concentrates mainly on the
specific problem of price  policy, we do not wish to lend
countenance to the view that the.enforcement of mini-
mum price guarantees alone is sufficient to safeguard the
interests of the cultivator. On the contrary, we wish tn
émphasise that a policy of guaranteed prices should form
part of® a comprehensive svstem of State assistance to
agriculture, embracing a number of measures of agricul-
tural and -general economic development such as those
described by us earlier in this chapter. A price-policy
must be conceived withic the framework of en
adequate level of general economic activity. It is
only an increase in the real wealth of the country that
can in the last resort provide a wider market for agri-
cultural produce and bring about a lasting improvement
in the standard of living of the agriculturist,
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CHapTER 1V.

Principles of Price Fization.

79. A policy of price support by appropriate Statee

The con-

action raises the question of the level at which the prices cqpg of

should be maintaired. The cbvious answer that suggests
iteelf is that the prices should be meaintained at a level
which would be(fair both to the producer and to the
consumer) Feairness to the producer involves a price
which covers Lis cost of production ard leaves him a net
inccme which is approximately equivalent of the income
obtainatle in other eomparable occupations, so as to
" provide him with an incentive for expanding production.
If the price is lower than this, the producer will have
no reason to continue in that occupation and may migrate
to more remunerative avenues of employment but for
the facts that alternative lines of employment are limited,
and the producer looks upon agriculture more &s a' way
of life than as a source of profit.- Fairness to the
. consumer involves that the price should be such as to
epable him to satisfy his basic minimum needs at a given
level of income. If the price is higher than tlis, it would
reduce kis standard of living with consequent effects on
his health and-efficiency.

80, In the translation of the concept of fairness
into actual practice. certain difficulties arise. What may
be ccnsidered fair to one producer under certain condi-
tions of cultivation may fict be fair to another producer
whose conditions of cultivation are entirely different.
This is an aspect of considerable importance in India
where the costs of preduction vary from region to region
and often even from holding to holding. The enquiry inte
the cost of production of certain crops which was
conducted by the Imperial Council of Agricultural
Research revesled very wide variations in costs. The
following table shows the mean cost of production of
wheat in certain producing centres during the years
1933-34 to 1935-36 of the depression period :—

Province. = Centre. No.of Mean cost Standard
Loldings. tn Rs.per Deviation
Maund

Punjab Lyallpur 48 2.11 +0.05
Jullundur 48  3.39 +0.11

Gurdaspur 20 . 1.60 +0.20

Sind 37 2.92 +0.18
C.P.& Berar Nagpur-Wardha 12 - 3.97 +0.38
Berar Plains 16 6.68 $0.74

Berar Ghat 12 3.43 +0.28

fairness.
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These variations are accounted for partly by the
produclivity of the local soils and partly by the
relative costs of bullock and human labour. For insta-
nce, in Lyallpur the land consists of moderate to rich
loams. Jullundur soils are mainly sandy to medium
loams, while light sandy loams predominate in Gurdaspaur.
Bullock labour was most expensive in Jullundur and
cheapest in Lyallpur, Gurdaspur coming in between.

Simjlar differences obtained in respect of human labour.

Such variations in the costs of production are however by
no means peculiar to India. The Australian Royal Commi-
ssion on VVhe&L‘t, for instance, noted the following figures
in regard to costs of production :—

Cost of production per bushel. Percentage of producers.

Below 1 sh. 3.9
Between 1 sh. & 1/11 27.0
Between 3 sh. & 3/11 - 38.9
Between 4 sh. & 4/11 18.8
Between 5 sh. & over 4.9

These examples show how difficult it is to get rep-
resentative figures of costs of production.

81. Similar difficulties also arise in defining what
is fair to the consumer. A price which is fair to a
consumer belonging to a higher income group is likely to
be unfair to a consumer belonging to a lower income
group. The fairness or unfairness of the cost eof living
is after all relative to the income of the consumer.

82. The immediate interests of the producers znd the
immediate interests of the consumers thus appear to be
different and to a certain extent divergent. The producer
is anxious to obtain the highest price for his produce, while
the consumer is anxious to obtain his réquirements at the
lowest possible cost. A fall in prices imposes hardship .
on the procducer by immediately reducing his income,
and thereby imyairing his efficiency. This results in
a shrinkage of the scale of his operations pending the
adjustment of costs to prices. Hence, even if the prices
of other commodities consumed by him fall in the same
proportion he is still a net loser. On the other hand,
falling prices confer a dispropoitionate benefit on the
consumer because, normally, they result in an increase
in his net saving. The producer needs to be assured of
a reasonable income before he will vndertake intensive
agriculture. The consumer, on the other hand, is anxiou-
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to obtain his requirements st as.low a cost as possible.
There thus arises 2 gap which leads to a certain divergence
of interests as between the two sections of the population-

83. A longer view will however show that the interests
of producers and consumers arc interdependent. The same
person may be a producer of certzin types of goods and
a consumecr of others. In the same manrer, different
recions may be surplus or deficit for different creps; and
they ma~ export their surpluses and import their require-
ments. The -Punjab, for instance, usually exports wheat,
rice and millets, and imports vegetakle oils and tobacco.
Acsam has exportable surpluses of rice, jute and tea and
imports wheat and:pulses. Madras normally exports
vegetable oils, grcundnuts and tobacco, and imports
wheat, gram and rice. Bombay exports vegetable oils
and tobacco, and imports gram, rice, wheat and ground-
nuts. Bengal is surplus in raw jute, but deficit in
gram, wheat, vegetable oils and tobacco. In India,

where a majority of the population consists of agri--

culturists, the conflicting interests are not between
the producers .and the consumers as such but between
the rural population which is predominantly agricultural
and the urban population employed in indusiry, service
and trade.

84. Even here, the unity and interdependence of
interests are deeper than the apparent conflict. The rural
producers and the nrban"¢onsumers are both interested
in the stability of costs and incomes. It is the wide
fluctuationsin costs and incomes and the consequent
instability which give rise to a feeling of insecurity,
destroying initiative and enterprise. If these fluctua-
tions can be confined to a narrow range, it would
make for increased production as well as for sec-
urity of employment. Our aim shtould thkerefore be
the fixation of fair prices which would provide stable
incomes to the agriculturists as well as stable ecosts
of living to the urban workers. The stabilisation of
the costs of living would no doubt lead to the stabilisation
of wages which together with the stabilisation” of the
costs of raw materials would make for stable prices of
manufactured goods. A policy of price fixation, accom-
panied by a strong drive for cfficiency, will thus be in the
interest of all classes of the community.

85. Further, it is important to remember that neither
costs nor incomes can be rigidly fixed for all time. When
prices are fixcd at a level which is fair to the producer,

Upity of
interests.
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measures should - be simultaneously taken to maintain
employment and wages at an appropriate level; then
the prices fixed may prove to be fair o the consumer as
well. In the same way a price which is fair to the con-
sumer would also prove to be fair to the producer,
provided plans of agricultural improvement have resulted
in the reduotion of the costs of production.

88. The increased efficiency of production wiil
contribute largely towards resolving the conflict between
the producer and the consumer. The assurance of a fair
income to the producer will induce him to adopt improved
techniques of production which will reduce the costs per
unit of output and tend to lower the level of prices. The
fair price fixed can be progressively reduced as efficiency
increases and production expands. It should be remem-
bered that the fixation of a fair price is not an isolated
measure for the transference of incomes from one class to
another; it is a part of an integrated drive for increasing
efficiency, expanding production and raising the
standard of living. The fixation of a fair price will serve
as an inducement to the cultivator to make full use of
the expert technical advice and the facilities for improve-
ment made available to him. If for instance, the average
yield of wheat is 10 maunds per acre and Rs. 75/- per
acre is considered to be a fair income for the cultivator,
then the fair price will have to be fixed at Rs. 7/8 per
maund. As a result, measures calculated to increase the
efficiency of production will be undertaken and if the
yield per acre goes up from 10 maunds to 15 maunds,
the income of the cultivator would rise to Rs. 112/8 with

*a price of Rs. 7/8 per maund. A certain increase in the
expenditare of the cultivator will be called for on account
of his extra outlay on seed, manures, and other efficiency
factors. If the cost of these factors is taken to be equiva-
lent to 2 maunds per acre, i.e. Ra. 15/-, then an income of
Rs. 90/- would cover his total costs and it would be
possible to reduce the price of wheat from Rs. 7/8 per
maund to Rs. 6/- per maund without prejudicing the
interests of the producer. The actual price will then be
fixed at some intermediate point e.g. at Ra, _6/12 per -
msaund, so as to distribute the benefits of increased
efficiency equitably between the producer and the
consumer. Thus, even if the initial fixed price of Rs. 7/8
were slightly higher than what the market would
normally permit and the consumers could afford, the
temporary sacrifice that the consumer vyould have to bear
would be compensated by the lower price that he. xyould
pay in the long run a8 & result of the increased efficiency
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" of production. The case in this respect is analogous to
the case for proteotion of industries.

87. We realize that in the initial .years while the
increase in efficiency has not yet caught up with the
increase in price, certain classes of consumers may be
put to hardship because the price may prove beyond
their means. The solution to this lies not in fixing the
price at a lower level, but in assisting the consumers,
especially those in the lower income groups, by special
subgidies on consumption. In deciding what is fair to
the consumer a long-range view has to be taken and in
the long-run, a price which is fair to the producer, i.e.,
covers his costs of production and leaves him an income
comparable with incomes in other occupations will also
prove fair to the consumer, by increasing the efficiency of
production and making possible a reductionin prices at a
subsequent date. This is the criterion which has been
adopted in the U.K. and the announcement of agricultural
policy by the Minister of Agriculture states nter alia:
““The objective will be to promote a healthy and efficient
agriculture capable of producing that part of the nation’s
food which is required from home sources at a lowest
price consistent with the provision of adequate remu-
neration and decent living conditions for farmers and
workers, with a reasonable return on capital invested. >’
Similarly the Agricultural Prices Support Act of Canada
requires the Agricultural Prices Support Board set up
under the Act, ““ to endeavour to‘ensure adequate and
stable returns for agriculture by promoting orderly
adjustment from war to peace conditions and to secure a
fair relationship between the returns from agriculture
and those from other occupations *’

88. We feel that the ultimate goal of price policy in
India also should be to enable the agriculturists to
obtain an income which is sufficient to maintain him
and his family at a standard of living which is equal to
that enjoyed by other comparable classes of the popula-
tion and to fix the producer’s’ price accordingly. If
the producer’s price so fixed is beyond the means of
certain classes of consumers, they should be given
adequate relief through consumption subsidies.

89, When we say that a fair price should cover the
costs of production and leave a margin which' would
cover the costs of living, what we have in' mind are not
the costs of the marginal producer or theeosts of the
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average producer, but the costs of the bulk of the produ-
cers of that commodity in the main producing areas i.e.,
who have a representative size of holding and are wholly

-dependent upon such holdings. As we have already

stated, there are wide differences in the conditions
of production depending upon many contributory
factors which are reflected in the costs of production.
We do not think that the prices- should cover the
cost of cultivation of marginal lands which are lands
which cannot give profitable yields and in this, we agree
with the view expressed by the Foodgrains Poliev
Committee that the ‘“ best way of dealing with them
is to give a direct subsidy to cultivation of such lands
rather than to raise the general price level to an extent
sufficient to cover the additional costs involved >. The
average costs of production would also not be a reliable
guide because this type of average would no doubt be
influenced by. marginal lands. What we are anxious
to secure is & price which would cover the costs of produc-
tion of the bulk of the cultivators and for this purpose
the land to be taken into account should be ° répresen- -
tative’, rather than ‘ average’ or ‘ marginal’. The niost

- representative cost is obviously that which is typical

of the largest number of farms i.e., that which is appli-
cable to land -which is most common. This criterion has
to be applied not only to the quality of the land, but also
to the size of the farms, in view of the well-known fact
that the scale of agricultural operations has & significant
effect on unit cost of production. The costs of produc-
tion on ‘ representative ’ land should alse include costs
which are met in kind such as the actual labour of the
cultivator and his family and the costs on account of the
capital and land owned by the cultivator himself. The
‘representative’ costs should include fair wages to the
agricultural labourer employed.

00. Similarly the costs of living which are relevant
for this purpose are the costs of living in the rural areas.
They should include such articles as enter into the con-
sumption or if they do not, should enter into the con-
sumption of the cultivators as a class.

91, Unfortunately, there does not exist in India at
present any organised agency which collects comprehensive
data relating to costs of production and costs of living.
All that we have are the results of particular enquiries
conducted in selected villages at different periods of tiwe
by individual research workers. The Board of Economic
Enquiry in the Punjab and the Gokhale Institute of Politics
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and Economics, Poona, have done notable : work~ m “this

direction. Since 1826 thé Board of Economic Enquiry,
Punjab, has been. publishing an arnual series ““ Farm

_Accounts in the Punjab °’ dealing with the cost of pro'ductj

jon of crops in different holdings in the Province. The
Board bhas also issued other publications relating to -
agricultural holdings, agricultural mortgages, cattle and
milk problems, urban cost of living, rural family budgets,
food prices, marketing, sale of land, village surveys, etc.
The Gokhsale Institute of -Politics and - Economics at
Poona has also conducted some surveys, the most useful
from our point of 'view being. the surveys of -farm
business in Wai taluka and of the marketing of fruit in
Poona. Similar surveys are being conducted-. by . the
Universities, but in general, the work is acattered ' and

piece-meal, without any unifying and ¢o-ordinating force.

92. The only large-scale organised enquiry into. the
ocosts of production was the one conducted by the Imperial
Council of Agricultural Research to.which reference has
already been made. This enquiry aimed at ascertaining
the costs of production per acre and per maund of certain -
crops in the principal sugarcane and cotton tracts in.India
&nd it was jointly financed by the Imperial Council of
Agricultural Research and the Indian Central Cotton
Committee. It covered a period of three crop years
1933-36 and was based on the céost accounting method.
It involved the recording of the costs of all farm opera- -
tions and business transactions by a large organization of
village investigators, permanently stationed and in conti-
nuous attendance on the selected farms. The work was
supervised by district supervisors and provincial officers -
under the general guidance of the Chief Economist of the
I.C.A.R. at Delhi. The choice of the villages and holdings
selected for enquiry was left to the provincial depart-
ments of agriculture with the general instruction that
they should be as representative as possible, i.c., taken .

- from that group into which - the majority of = villages or -

holdings would naturally be classified. The' results of
this enquiry revealed considerable variations in the costs
of production and they are often criticised as being of
douttful validity. ' - ‘

93. Enquiries inio the costs of production are & com:
mon feature in other countries and in fact form the basis
of all attempts to fix prices. In the United Kingdom, the
agriculture and fisheries statistics deal with the acreage
under each description of crop, fallow and grass, 'the pro-
duce of principal crops and with the number of horses,

- cattle, sheep and pigs. The Minister of Agriculture and
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Fisheries in his speech in the House of .Commons on
January 26,1944, stated that in fixing agricultural prices
up to and including the harvest of 1947, one of the bases
of fixation would be the economic and financial accounts
relating to different types and sizes of farms and the sta-
tistical material relating to costs of produstion collected
by means acceptable to Government and the industry.
The United States Department of Agriculture conducts
detailed investigations into the costs “of production of
different types of agricultural produce and has perhaps
the largest organization for the collection of economic
and statistical datarelating to agriculture. The crops
dealt with range from major crops such as whesat, cotton,
sugarcane and oilseeds to minor field crops, such as
hey and seeds and the livestock statistics relate to beef-
cattle, hogs, sheeps, horses and mules and to dsiry and
milk products. In Canada, detailed statistics are col-
lected relating to farm wages, farm capitai, crop condi-
tion, area, produoction and value of crops, livestock and
livestock products, trade in farm products, prices of

_agrioultural produce, etc.

04, We recommmend that very early steps should be
tzken in India to create the necessary machinery for the
collection of similar data relating to the costs of produe-.
tion of different crops and the costs of living in the
rural areas by means of random sample surveys. The
surveys would, in time, disclose the effects of the various
measures of improvement on the yield per acre. This will
be an indispensable aid when revising prices ie the light
of the expected increase in productivity. In addition to
such enquirieg, there is urgent need for considerable im-
provement in our agricultural statistics, asa whols. We
disouss the organisation necessary for this purpose in
Chapter IX of our report.

65. Weare not in a position to recommend the
oost of production approach for the fixation of fair prices
until necessary data have been collected on a ecientific
and proper basis. As a result of the investigations
recommended by us it should be possible in the ccurse of
a fow ycars to obtain in India such data. Until then, we
have to procecd on a rough and ready basis which, as an
expedient, would be considered appropriate by all the
interests concerned. The statutory price controls wiaich
were enforced during wertime had to be similarly im-
provised, and such improvisation must continue for some
vears. 'The only method which is feasible under the
existing circumstances is to improve the terms of trade
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of the agriculturist by relating in a suitable ratio the
level of agricultural prices to the prices of the more im-
portant goods and. services entering into the costs of
production and the costs of living of the agriculturist -
and his family. The Foodgrains Policy Committee also
bed recommended that in considering the level of prices
of fced appropriate to a particular area, regard should
be had to (a) the coet of articles entering into the
cultivator’s cost of production and (b) the cost of ar-
ticles entering into his standard of living. Such a formula
secures that changes in agricultural prices keep in step
with changes in agricultural costs and that agricultural
prices do not pursue an independent course of their own
us is likely to happen because of the peculifr conditions
of agricultural production. It thus safeguards the
interests of the cultivator in periods of depression when
agricultural prices fall rapidly and agricultural costs
remain rigid and it safeguards the interests of the con-
sumers in periods of inflated prices when agricultural
prices rise out of proportion to the rise in agricultural
costs. We recommend therefore’ that for the present,
fair prices should be determined on the basis of parity
between prices and costs.

968. In the calculation of agricultural costs, two
gignificant facts have to be-borne in mind. Firstly, the
.expenditure of the cultivator is usually incurred partly
in cash and partly in kind“dnd it is only with relation
to the cash expenditure of the cultivator that the ques-
tion of relating prices to costs - arises. The cultivator
usually pays wages and rents in the form of a share in-
the produce and most of his food requirements are satis-
fied from the food grown by himself except when he grows
commercial crops alone. Secondly, all the items on which
expenditure is incurred in-cash are not effected to the
same extent by price variations. Items such as land
revenue, water rates and interest charges usually re-
main fixed for epecified periods of time and these
nexs account for a substantial proporticn of the total
cash expenditure. Itis only to the variations in the
prices of the other items in agricultural costs that varisa-
tions in agricultural prices should be related.

87. The important items in agricultural costs on
which attention must therefore be concentrated are
iron implements, bullocks, marnres, cattle-feed such as
oilcakes and fodder, labour and such other items as
enter into the cultivation expenses, and cloth, salt, gur,
sweet oil, kerosene oil etc., which enter into the cost of
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living. The aim should be to link agricultural prices
to the variations in the prices of these items in agricul-

- tural costs.. "In other' words, if agricultural costs rise
on the average bysa certain percentage . as compared
with the ‘accepted base period, the prices of agricultural
products should 2lso be raised in the same proportion as
compared 'with ‘the. base peniod. Since this requires
the averaging of widely different items of agricultural
r.costs, the obvious' procedure is to compute an index
number which will take into account the relative impor-
tance:of different items of eosts to the farmer. - For ins-
_tance, a two-fold rise in the . price of clothis clearly a
- much more serious matter for the agriculturist than an
. equivalent increase in the price of, say, salt. The index
" number will therefore have to be.weighted according to
the proportions of the different itemsin the total ex-
‘ponditure.of the: farmer. The fact that certain items of
costs, such as'land revenue, rent, irrigation rates and
water charges are relatively stable in character should
- be allowed for in the computztion’of the index number.
It must also-be remembered that the different items of
costs -have varying degrees of importance in the cost of

. different crops. -For instance, the' 1.C.A.R. enquiry into
“the cost .of production of crops (1935-37) :revealed that
- the cost of labour accounted for about 15 per cent of
_.the'total .cost of production of wheat in the Punjab,
“while recent investigations carried out by the I. C. J. C.
show that the cost of 'labour accounts for as much as 80
per cent. of the total cost of production of jute in Bengal.
What applies' to labour- costs may be equally true of
other items of costs as’well. The items may therefore
we -to be* weighted separately for each crop; in pro-
ortion to their relative importance, before being utilised
as a measure of the change in the overall cost of pro-.
_duction of  any -erop. The Farm acccurts and Rural
Family budget surveys published in various provinces’
furnish a good deal of information’ on these points.
The data available will no doubt relate to particular
local areas but they will still be of eonsiderable assisiance.
98. 'The linking of agricultural ™ prices to agricul-
tural costs involves maintaining & _certain ideal re-
lationship between them and the question arisesas to
what this ideal relation skould be. In the absence of
sufficient data which can'enable us to determine what
relationship would be approgriate. one can only proceed
on the basis of the rclationship that - existed in so-re
period of time in the past when it was commonly ac-
cepted to be fair to zll the interests concerned. It is nc
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doubt true that a relationship which was considered to
be fair in the past need nci necesserily be so in the
future. The ratio between agricultural prices and costs
wust nececearily charge in course of time with changes
in the conditicns of supply and demand ¢f both types of
goods. There are continuous improvements in scientific
tecknique which recuce the costs of production of differ-
ent goods in different jproportions. There are alsc
thifts of demend fror cne commodity to ancther. Any
ratio therefore which mey have beén appropriate in the
past will need to be corrected for changes in the con-
ditioning factors so es to make it apprcpiiate in the
present. While this may be recognised, itis also true
thet the application of new developments in scientific
technique in the field of agriculiure proceeds at a much
slower pace than it doesin cther spheres of economic
activity, firstly, because the unit of" agricultursl
producticn is etill rmuch too small to permit. mechanise-
tion cn any considerable scale and seccndly, because
the production is carried on by a large number of small
preducers who ere slow in giving up their traditicnal
techriques. Thke demand for agriculturel goods is more
etable and icelastic in character because in spite of the
mancfacture of synthetic products of various gescrip-
tions, the scil still provides the bulk of the require-
ments of the populaticn for food and raw iasterials.
The chengesthet are teking place in the couditions of
supply and demeard in agriculture ere thus likely to alter
the ratio in favour of agricultural goods rather than in
favour cf the items entering into agricultural costs. While
therefore every effort ‘should be. made to adjust the
relationzhip from time to time in the light.of changing
circumatances, it would not be far off the mark even if
the relationship that existed during a suitable period
in the past is mainteined for the time being for the pur.
pose of calculating fair prices.

69, It wes on the parity principle that the price
support pelicy in the U.S. A. has been based. Tke parity
price wes considered to be the price which would give one
unit of any agricultural commedity the same purchesing
power that it pocrcessed in tke base period.. The base

peried adopted in the United States for the determina-

tion of the parityis the peried frem August, 1909, to July
1614, thouvch for certain commodities the period from
Augnst, 1929 to July, 1939 has been used. Inrecent years
there hoa been o proposal to use the neriod from August,
1934 to July, 1629 as tha basis. In the calculation of
parity in the United States it is - possiltle to distinguish

The parity
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three different steps. The first step is to determine a
base price for each product. Thisis done by avereging
the prices reported by the farmers to the Department
“of Agriculture during the period from August, 1909 to
July, 1914. The second step is to prepare an index of
prices paid by the farmer for the various commodities
that he purchases. The index now inciudes 86 items
used in family-living and 96 items used in farm-preduc-
tion, besides the interest and taxes paid by the fermer.
The index includes items such as food products, feed,
seed, and other farm products. whose = prices are them-
selves a result of the price support programme, ard
these items amount to about 299, of the total items in
the index. Farm labour isnot included in the index at
present. The group of commodities used in family living
and the group of commodities used in production (includ-
ing interest and taxes paid) are given equal weights.
The third step is to calculate parity prices by adjusting
the base period average prices of different commodities
in the light of the changes in the index number of prices
paid since the base period.

100, Parity has been the basis of all legislative and
executive action in the field of agricultural price regula-
tion in the U. S. A. since the Agricultural Adjustment
Act of May, 1933. It specified that it was the policy of
Congress to ‘ re-establish prices to farmers at a level
that will give agricultural commodities a purchasirg
power with respect to articles that farmers buy, equiva-
lent to the purchasing power of agricultural ccmmodi-
ties in the base period ”’. - The objective of placing the
agriculturist on a par with other sections of the population
was declared in the Soil Conservation and Domestic
Allotment Act of 1936 which mentioned as one of its
purposes, the ‘‘re-establishment, at as rapid a rate
as the Secretary of Agriculture determines to be prac-
ticable and in the general public interest, of the ratio
between the purchasiug power of the net income per
person on farms and the income per person not on
farms, that prevailed during the five year period, August
1909 to July 1914, inclusive, as determined from ststis-
tics available _in the United States Department of
Agriculture and the maintenance of such ratio”. The
principle of parity has been reiterated in subsequent
legislation such as the Agricultural Marketing Agreement
Act of 1937, the Agricultural Adjustment Act of 1938
and the Price Adjustment Act of 1938. The directions
issued by Congress to the Secretary of Agriculture and
to tha Commodity Credit- Corporation regarding price
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supports whether by subsidies or by purchases or by
loans sare all related to the maintenance of prices at
parity or a certain proportion of parity.

10l1. The concept of parity is subjected to various
criticisms in the U. 8. A. It is suggested that parity
annecessarily ties down the economio system to a relation-
ship which existed in the distant past and is now entirely
out of touch with current conditions. It is also argued
that the principle of parity does not take into account
the actual costs of production, the net returns and the
volume of production, which really are the determining
factors in the income of the farmer. Even in the com-
putation of the prices paid by the farmer, it is pointed out,
an important item like labour has been excluded thereby
greatly vitiating the index number. What is of import-
ance, according to the critics, is not a parity between

_prices but a parity between the incomes of the farming
and the nonfarming population.

102. Most of the criticisms however are a plea not
for the abandonment of the parity approach but for
improvements in the methods of calculating parity prices.
It is generally agreed that the index of prices paid
should include the prices of all items, including labour,
which enter into the costs of production and the costse
of living of the farmer and that the base period rels-
tionship should be corrected for such changes as may
have teken place in the conditions of supply and demand
since the base period. It ie:recognised that it is the
farmers’ net income which has to be assured and that
changes in supply and demand conditions affect the
remunerative scale of production and hence the net
income. The goal of parity incomesrather than parity
prices is obviously desirable ; yet, since no accepted
method of translating the overall income into a series
of prices per unit hal so far been found, parity prices
have to be used for the time being as representative of
parity incomes.

163. In due course it would no doubt be possible to
introduce refinements in the light of experience so as to
meet the various points of criticism that are advanced.
What is important Lhowever at the moment is to focus
attention on the principle of parity between agricultural
prices and agricultural costs. It has the advantage that
it does not rigidly stabilize prices at any absolute level
but permits them to fluctuate in relation to changing
cenditicns of costs, thereby providing the necessary elas-
ticity in the economic system. It links agricultural prices
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and costs by a ceritin relationship based on past experience
as to what may be considered fair and thus prevents the
hardships that the producer and the consumer may other-

wise have to bear on account of viclent fluctuationsin pri-

ces. This link may appear to introduce a certain amcunt of
rigidity and to prevent the adjustments that may be

necessary on saccount of market ckarges in supply and

‘demand. It is, however, #n inewitable corollary to

the rigidities that are inherent in the economic system

itself. In the past, agricultural prices and incomes were

entirely at the mercy of factors connected with non-agri-

cultural activities and were thus in a sense residually

determined. The link betwsen agricultural prices and

costs will now provide a certain suppert to agricultural

prices themselves, so that they may exercise a certain

pressure from their own side and influence the general

price level. The parity formula thus, while retaining

the necessary measure of elasticity in. the determination

of prices, yet provides a valuable support to the prices

of agricultural produce.

104, We are therefore defiritely of the opinion that
the principle of parity should form a vital objective
of State policy, and that all possible steps should be
taken to translate this principle into actual executive
action. We do not suggest that fair parity prices
gshould be mandatory in the sense that State action ~hould
necessarily be tied up to the results of the perity formula.
because executive decisions must al:c take, cther relevent
factors into consideration. What we do suggest is thet
the parity formula provides a basis which may be ccnsi-
dered to be fair to all interests and that until adeguate
dsta of costs of production and cost of living are collected,
this basis should be used for calculating fair prices of
commodities,

105. As the prices of agricultural goods are to be adjus-
ted to agricultural costs, on. the basis of the ratio which
existed between them during a base period, the chcice of”
the base period is important. A numkber of different
_periods are suggested in this connection. The period

1910 to 1914 which has been adopted imn the United
States is much too remote to have any validity in
present times. In fact in the United States itself, the
period 1919-26 hes been adopted in the case of certain
commodities and there is & proposal in recent years to
change the base to the period 1034-39. The period 1924-39,
however, though closer to the present day and more
acceptable from that point can by no means be considered
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& normal period since the effects of the world depression
had not worn off by then. Though recovery had started,
it was far from complete in India. The period 1920-40
is suggested as a period which covers the entire cycle of
boom and depression, but this period also suffers from
the inclusion- of years which are now too remote and of
years which are marked by the depression. The most
appropriate period in our viewis the quinrquennial period
1925-29 which could be considered a normal] period
since it is between the end of the post-war boom and
the beginning of the world depression. During this period,
agriculture in most parts of the world was fairly pros-
perous and the ratio between agricultural goods and
“agricultural costs was considered to be fair. Sir Walter
Layton and Mr. Crowther, in their ““ Study of Prices >
indicate their preference for the period 1922-29, in
the following words —

S by contrast with the periods of rapid and -
extensive changes which preceded and followed
these seven years, they appear as an oasis - of

stability.”

Out of these seven years, the first two or three were
characterised by fluctuating exchanges and a minor
depression in India. It wasonly after the Spring of 1925,
when Great Britain returned to the Gold Standard,
that a reasonable amount of stability could be said
to have been achieved. Taking all factors into
consideration, 1925-29 dppears to be the most appro-
priate base-period.

106. The prices arrived at on the principle of main-
taining the same parity between prices and costs
as in the period 1925-29 may be considered broadly
fair, and it should be the objective of State policy to
enforce these prices in the market. It is very difficult
however to peg market prices at a fixed point a8
they are continually liable to change in pursuance of vary-
ing conditions of supply and demand. Further, in actual
practice, we have totake into acccunt the conditions of
enfarcement To fix prices on the basis of a thecretical
formula without examining whether the ectual circums-
tances in the market and the rasources at the command
of the State would enable thess prices to ba successfully
enforced will insour opinion be courtmg dizaster. " It is
therefore desirablo to peg market prices within a certain
range with & minimum and a maximum at the two erds,
instead of aiming to maintain them at a fixed point. The
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minimum and the maximum prices shouid "he fixed ai
points below and above the fair paiity pricss celculated
as above, their exact levels being dcterivined after careful
consideration of the verious factors involved.

Minimum 167, As between the minimum and maximum prices,
and maxi- the minimum price is of special importance from the
mum point of the producer since it conveys to him the assu-
prices. rance that his income would not fall below & minimum -

level and introduces a certain element of stability and
geourity in his life. The maximum price, on the other
hand, is of special importance from the point of view of
"he consumer because it sets the limit to his cost of living
nd assures supplies to him at that price. Af any raoment
f time, the wholesale price in the market will be tending
ither towards the minimum or towards the maxirmum and
»ne or the other of the two will be the more effective price
sccording to the circumstances. It may be noted that the
minimam end maximum prices referred to represertthe
wholeszale prices in the msandies. The prices actually
reoeived oy the producers will naturally be somewhat
lower than the wholezale prices es producers’ traznsac-
tions would relateto an carlierstage of trace. Similarly,
the prices paid by the consumsrs, being retail prices,
would be some what higher than the wholesale prices.

Traneition 108. We shall first deal with the fixation of e

s0d post.  and minimura price. In this connecticn, we wish to

ransition ~ distinguish between what way be called ihe transition

periods, period and the post-transition pericd. The baris of this
distinction is the fact that a certain perind of timels
taken in switching over the economy from a war-time
to a peace-time basis, durirg which pericd conditions
remain in o state of flax. This period is generally
referred to es the transition period. It is' charzcterized
by a shortage of supplies and & substantial measure of
Government control over the procurement, distribution
and prices of commodities. As the supply position
fmproves, the controls are gradually relaxed until the
transition is complete and the economy enters into the
post-transition pericd. . During the post-transition period
Governmeont control ceases and normal trade and market-
ing oonditions are restored.

" 109, It is difficult to forecast with emy accuracy the
f;fj‘“‘m‘ of oxact duration of the transition period. We anticipate
minimum however on the basis of our study of the present cox.xdx-
price. . tions that it would last for the next two years, i.e.
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1947 and 1948. Since during this pericd the
present shortage of supplies and the prevailing high
level of prices will continue and consequently many of
the w.r-time contrcls will be maintained, we ere of-
cpinion that the minimum price for this period should
be fixed at a level equivalent to tke fair parity price.
It is imp:rtant to o orientate thoe policy of the State
during this period of tracsition that the way may be
paved for the early and smocth restoration of normal
trade conditions,

110. In the post-transition period when the gnpply
position has improved, the controls have been relaxed or
abolisked and normal conditions of trade have been
restored, the determination of a minimum price will need
careful consideration. The object of poliey would
continue to be the enforcement of the " fair parity price
as before but the task would be more difficult in the
absence of the armoury of controls. It would therefore
be necessary to take fully into acccunt the large variety
of factors whick bear upon price policy and this may
well lead to the fixation of the minimum price at a
level below the fair parity price.

111, We must first consider in this cornection the
relation between agricultural prices and the generallevel
of prices in the country. Tke price structure of a country
ig, and if it is not, it ought to be of an integrated character.
Tke prices of industrial goods have to be in a certain
relationship with the prices of agricultural goods, not
only because the priceg of agricultural goods enterintothke
cost of industrial goods but also because the prices of

industrial goods determine to some extent the demand -

for agricultural goods on which agricultural prices must
uiiimately depend. The entire price structure of a
country is represented by what is known as the general
level of prices such as forinstance, the Calcutte wholesale
index number published by the Director of Commercial
Intelligence, Celcutta or the wholesale .price index
computed by the office of the Economic Advisor to the
Government of India. The general level of pricea repre--
sents the prices of all types of goods, agricultural and
pon-agricultural, which enter into the trade™ and
commerce of the country. It can be operated upon either
by monetary measures which create effects on all goods or
by measures intended to operate specifically on particular
goods, whether agricultural or industrial. In a country
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like India where agricultural products are the main
object of internal as well as international trade, it is the
prices of agricultural goods which predominate in deter-
mining the general level of prices. Any _measures taken
to influence the level of agricultural prices cannot but
have effects on ‘the general level of prices. Though the
initiative can thus be taken through non-monetary
measures directed towards agricultural prices, the desired
effect can be achieved on a long-term basis only if the
monetary policy pursued is of a complementary character.
Only an appropriate expansion or contraction of
currency with consequent effects on the general level of
prices can ultimately sustain the tendencies initiated by
measures acting upon agricultural prices. In practice
therefore, attention willhave to be paid while fixing prices
to the relation of agricultural prices to the general level
of prices.

112, We are aware of the desire'in certain quarters
to reduce the level of agricultural prices, particularly the
prices of foodgrains, on the plea that agricultural prices
influence the costs of production of industry, and
weaken the competitive capacity of Indian manufactures
in the domestic as well as in the foreign markets. While
we are not unmindful of the importance of these consi-
derations, we are of the view that prior consideration
should be given to assuring-an adequate return to the
tiller of the soil. Once this is achieved the increaced
purchasing power of the agricultural masses will be
adequate insurance for the success of industry. Any
deliberate efforts to reduce agricultural prices merely to
safeguard the interests of urban areas or of the manu-
facturing industry will be at the cost of the standard of
living in the rural areas which is already notoriously low.
The unorganised character of agricultural interests in
this country has resulted in their case having gone
by default in the past. Astate of affairs in which urban
prosperity, such as it -is, has to be based on rural
poverty cannot be tolerated in the future. While
agricultural income must ultimately depend on the level
of the national income of which it is a part, it is
necessary to ensure that the return to the agriculturist is
in parity with the return to other comparable classes of
producers. The way to prosperity lics not in depressing
agricultural incomes so as to give a wider margin of
profit in industrig] enterprise, but to undertake schemes
of public investment on a scale which will stimulate an
increase inthe level of the national income itself. An
attempt to bolster up urban industry by deliberately
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cutting down rural standards lends an appearance of pros-
perity resulting in a false sense of security and complacency,
with censequent delay in urgent measures of reform and
reconstruction. If urban industry requires assistance by
way of reduction in its costs of production, such assist-
ance may be given by protective measures and subsidies
on urban consumption rather than by a reduction in
producers’ prices.

113. We recognise however that the present high
levels of prices and costs in the world generally and in
India in particular, are the result of abnormal factors
and a fall in prices is natural when conditions settle down.
It is our view that any reduction in pricesthat may be
necessary should be brought about by a policy of securing
the maximum possible increase in producticn within the
shortest possible period and not by a policy of deliberate
monetary deflation. This will improve. the supply
position and ensure that the fall in prices is gradual and
coordinated.

" 114. If circumstances warrant the bringing about of
a fall in the generallevel of prices, we realise that a begi-
ning may have to be made by operating on agricultural
prices, since the prices of foodgrains and agricultural raw
materials are the basis on which the entire price structure
of the country depends. It is important, h-wever, to
ensure that the reduction is brought about gradually and
without undae disturbarze to the relation of sgricultural
prices with agricultural costs. .We, therefore, recommend
that any reduction made in agricultural prices s a preli-
minary to a reduction in the general level of prices should
not exceed 12} 9%, or 2 annas in tke rupee of the current
pricca in any year.

115. Attention has also to be paid to the relationship
between the prices of specific agricultural raw materials
and the prices of the goods manufactured terefrom.
While it may be argued that the prices of manuntactured
goods should be 8o fixed as to reflect the prices of agri-
cultur:] raw materials at whatever level the latter are
fixed, the prices of manufactured gocds cften follow an
independent trend in response to supply and demand
conditions which resists any alterations therein. This is
illustrated in the following table relating to raw jute and
raw cotton, and their manufactures :—

(b) Rela-
tion bet-
ween
pricescf
raw mate-
rials and
prices of
manu-
factures.
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Indices of Prices of Jute & Cotton, raw & mencfactores.
( Base 1938-39 : 100)
Index No. Index No. Index No. Indez No.

Year. ‘of loose of prices of raw of cotton
Jute prices of Hessian cotton manufac-
at Calcutta 1. Porter. prices. tures.

1929-30 127 150 201 160

1930-31 63 104 135 139

1931-32 80 101 125 123

-1932-33 79 108 121 119

1933-34 61 117 113 113

1934-35 74 110 130 135

1935-36 80 101 134 117

1936-37 85 96 131 111

1937-38 83 86 109 117

1938-39 160 100 100 100

1933-40 166 172 141 106

1940-41 113 170 123 122

1941-42 154 228 148 171

1942-43 - 182 210 200 o~

1943-44 214 258 196

(Complled from the material supplied by the I.C.C. C
and I.C.J.C.).

It will be seen from the above table that the gap
between the prices of raw materials and of manufactures
has been to the advantage of the raw material producerin
the case of juteuntil 1939-40, after which this tendency wes
reversed. In tke case of cotton, the cotton grower does not
appear to have made any clear gain except for & minor beom
during 1934-35 to 1936-37. The reason why the prirmary
preducers have lost ground relative to the manufacturers
since the commsencement of the Japanese War is presum-
ably the Jcss of certain overseas markets, which were
particulerly important inthe case of juteand cotton. It
will not be sufficient therefore to fix the prices of raw
materials and manufactures merely on the basis of a rela-
tion which prevailed in a chosen ‘normal’ base - period.
It is possible that inthe interim period charges mey have
taken place in the basic economic situation, such as the
development of substitutes, shiftsin the currentsofinterna-
tional trade, technological improvemerts etc.. 21l of which
are likely to affect the concept of ““normality”. In fixing
relative levels of prices of raw materials and manufactures
therefore, these factors should be taken into account as
far as possible. In circumstances where the prices of
manufactured goods for one reason or the other do not
permit of any adjustment, the situation will have to be
met by making necessary adjustment in the prices of the
raw materials themselves.
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116. In the case of agricultural goods which have
syothetic substitutes, the prices have to conform to the
requirements of competition. While for a time it may
be necessary to support the natural agricultural product
inits struggle for survival, if the synthetic product is
definitely superior and can be marnufactured so as to
gatisfy the entire demand, the support to the
natural product will have to be reduced by stages so as to
permit a gradual shift by the agricultural producer to some
other line of production. ,

117. The level of prices within the country has to be
in reasonable conformity with the trend of prices in
the world as & whole. If prices are fixed at too high a
‘level relatively to world prices, it - may lead to the loss
of arkets, erpecially for export crops. On the other
bhand if domestic prices are fixed too low it will lead to
reduction in the purckasing power of the masses and
widespread unemployment and distress.

118. The link between domestioc prices and inter-
netionsl prices is maintained by the exchange ratio
between the domestic and foreign currencies. In the case
of India, it is provided by the stabilisation of the rupee
sterling ratio of exchange. The rate at which this ratio will
continue to be stabiliced in the future will therefore in &

sense determine the level of internal prices. The

present ratio is fixed at one rupee equalto 1 sh. 6d, and
changesin this rate are subject hereafteg to the obliga-
tions that Indis has undertgken by virtue of its mem-
bership of the International Monetary Fund.

119. The rate of exchange between the rupee and
foreign currencies has ultimately to be stabilised at a
level at which it would broadly reflect the parity between
the purchasing power of the different currencies. The
goneral price indices for the major countries with
whom we are on_ trading relations are shown in the
following table :—

Indices of Wholesale Prices.

. UK. US.A4. Canada
Year. (Bourd of (Depart- (Dominion Australia India

Trade). ment of  Burequ (Mel- (Calcutta).

labour). of statis}i_cs). bourne).

1939 100.0 100.0 160.0 100.0 100.0
1940 132.9 101.9 109.9 °110.1 111.1
1941 148.4 113.2 °  119.2 116.9 128.7

(e} Rela.
tion
betwaen
prices of
agricul-
tural gocds
and.the
prices of
synthetio
eubsti-
tutes.

(d) Rela«
tion
between
domestis .
prices and
interna.
tional
prices.
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1942 1565.1 128.1 126.8, 131.5 171.3
1943 158.3 133.7 132.6 138.2 284.3
1944 161.1 134.9 135.9 139.3 275.9

(All iﬁdices have been converted to the base 1939-100).

From a comparison of these figures, it is obvious
that the increase in the Indian price level has been
larger than the increase in the price level in the United
States of America or in the ‘United Kingdom. The
existing level of prices in all countries is however the
result of exceptional circumstances of a temporary
character and the current rates of exchange do not

necessarily represent the correct relationship bectween
the cost and the income structures in the different
countries. The cost, income and price structure in

all countries is affected at present by abnormal factors

such as hoarding, speculation, dislocation of transport,

suspension of supplies from normal sources and restric- .
tions of various sorts. .The existing ratio of exchange

between the rupee and the sterling as also the ratios

between the rupee and other currencies arising out of the

rupee-sterling link are maintained at their present level

by different devices of exchange control. The determi-

nation of an appropriate rate of exchange between the

rupee and foreign currencies is therefore a matter of

considerable importance from the point of agricultural
prices,

120. The*financial resources which the State can
muster for enforcing its price support programme also
constitute an important factor. As we describe in a
subsequent chapter, it is possible to work the price
support programme in & manner which over a course of
years would involve no loss to the State. In embarking
upon such a programme however, the State does pnder-
take a financial liability which though of a contingent
character has to be fully considered before the pro-
gramme is launched. Purchase and sale operationscn an
adequate scale and the holding of buffer stocks of diffe-
rent types of produce are the main instruments of a
policy of price support and these involve 2 large in-
vestment of capital. Though overa period of years.tha
profit and loss on these operations may cancel out, in any
particular year there does exist the risk of loss arising
out of possible differences in the purchase and sals prices.
Moreover, there is the question of the capital necessary
for the execution of the programme. It is reassuringto
note in this connection that the Government of India, in
-their recent Statement on the All-India Policy of
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Agriculture and Food, have ‘laid down the generak.

_principle that proposals will be judged not only on the
basis of the direct financial return, but that full account
will be taken of the indirect economic &nd social bene-
fits to the country as & whole. At a time however when
the State is about to embark upon large projects of
reconstruction in different directions the demands for
capital are likely to be larger than the savings avail-
able for investment. Inthese clrcumstances, the avail-
able capital will have to be rationed out. on some basis
of prierity. While it is our opinion that a programme
for supporting agricultural prices _should. receive @
reasonably high priority in any plan of public expendi-
ture, we realize the neccssity of taking into account
the availability of financial resources in deciding the
level at which and the number of commodities fo-
which prices are fixed.

121. The fixation of prices encourages or discourages
the future production of the commodities concerned and in
the case of inter-related commodities, it influences the
relative production of each of them.  The price policy
has therefore to be carefully coordinated with the
general crop plan, so as to achieve the accepted produc-
tion targets for each commodity.

122. Finally, account must be taken of any assistance
given by the State through other forms such as
provision of facilities at a pride lelow cost, “subsidised
creation of demand, remission from taxation, etc. In
fact, it will even be the duty of the price fixing autho-
rity to ccnsider whether in the case of certain commo-
‘dities, essistance may not more usefully be given par-
tially or wholly, through eany of these alternative
methods. A guarantee of prices is only one, evenif the
most important measure of assistance, and the level at
which the guarantee is made effective must be determined
in tha context of other forms of assistance as well.

123. The determination of minimur: prices during
the post-transition period is thus a highly complicated
technlcal taskinvolving tke careful consideration of a num-
ber of factors and the balancing of the respective advantages
of different courses of action. The interests of the agri-
culturists may call for a set of prices, which it may not
be practicable to enforce for lack of sufficient finan®al
resctrecs, ,The 1 niral result may be that the minimum
price may be fixed at a level below the fair parity price.

() Effects ~
on future
production.

() Assia-
tancegiven
through
other
meagures.

(7 General. «
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124. When the level of minimum prices is dependent
onso many conflicting considerations, the principle of
fairness is in danger of being &ide-tracked and the
computation of the fair parity price provirg of little
practical use. Some of us therefore recommend that
any reduction in the fair parity-price on account of the
considerations already referred to should not exceed 1249,
of the fair parity price and the minimum price should
be fixed accordingly. Other members of the committee
are of the view that o limic:tinn should be placed on the
discretion of the priee-fixing authority in this respret.
We are all agreed however, that the computation
of fair parity prices with the object of estimating the
income that in fairness is due to the cultivator is a
matter of cardinal importance. Iven if in certain years
the minimum prices may have to be fixed below the fair
parity prices, we have nodoubt that the two will tend
to come closer to each other with rise in national
income, increase in agricultural efficiency and exverienve-
of regulation.

(i43) Bock- 125. As a - further safeguard, we are of opinion that

bottom the minimum price should never be fizxed so low as will

minimum. make it of little practical value from the point of view
of the ryot. Since certain iters of agricultural costs are
rigid in the short period, an unduly low minimum price
may completely upset the economic balance of the
countryside. _ In order to prevent such a contingency, we
recommend that there should be presoribed an absolute
rockbottom minimum, below which priees sbould undzr
no circumatances be permitted tofali. There is no agree-
ment amongst us as to the actual level of the rock-
bottom minimum and the period for which it should
hold good. Some members considor that it should be
equivalent to the average price of wheat ruling in the
principal producing areas during the quinquennium
1924-256 to 1928-29 viz a prico of Rs. 4/8 for wheat at
Layallpur, with the prices for other products in parity
with the price of wheat and that this rock-octtom
minimum should hold good for the next tive years, after
which the position may be reviewed afresh in the light of
the general principles laid down. Other members consider
thav it should bs equal to this average prics raised by
25%, viz a price of Rs. 5/10 for wheat at Lyallpur, with
the price for other products in parity with the price of
whea® and that this rock-bottom minimum should
operate as a permanent part of policy. We are howcver
unanimous that it is necessary to lay down an absoluts
minimum as a safoguard against a general depression.
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126. We realise that a fall in agricultural prices cannot
te avoided however, if a catastrophic fall takes place in
industrial prices. - Industrial prices are sensitive to
international factors and in certain circumstances such
s general over production, they are liable to fallto very
low levels. Im that case agricultural prices will also fall
since such a fallis implicit in the parity approach and it
may prove difficult to hold them evenat the rock-bottom
minimum level. We thcr-fore recommend that Govern-
ment should always watch the pcsition with vigilance
and if a pronounced downward tendency in industrial
prices manifests itself, it shoculd adopt monetary and all
other pcssible measures to maintain industrial prices at a
reasonable level 8o that eny undesirable repercussions on
agricultural prices may Le avoided,

127. As a corollary to the fixation of a minimum
price below which market prices should not be permitted
to fall, it i3 also essentiel to fix a ma.xlmum ptice beyond
which market prices should nct be allowed to rise. Just
«8 & minimum price is zecessary to safaguard the in-
teres:s of the cultivater, ro also a maxXximum price is
nazessery to eafeguard the interests of the consumer,

128. The oonsiderations which have to be kept in
view in cslculating the maximwm prise are the usual
trade differentials, the storage ckarges during theseason
and the roral market fluctuwations in prices. The
range between the minilnum price and the maximum
price shcnld net however be unduly large asit may lead
to speculation, ard thus defest the object- of ensuring
stability in prices. At the same time, the maximum
shculd not in any oase be lower than the fair parity
price, whieh is the objective to be constantly aimed at.
In view of these considerations, we recommend that the
maximum price should be fixed either (a) at a level
25% above the minimum price, or (b) at & level equiva-
lent to the fair parity price, whichever of the two
is higher.

129. The minimum end maximum prices will have to
be fixed and announced at different times. If the
minimum price is to achieve the objectives aimed at, it
is necessary to announce it sufficiently before the land is
prepared for sowing. It is at that time that the
cultivator will consider which crops he should sow and
h2 would naturally talke into account the relative profita-
bility of the alternative crops which he may sow.

Fixation of
the
maximum
prices.

Timing cf
announce-
ment of
the mini-
" mum
price-
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While his cropping scheme each year would be determined
partly by his domestic needs of farm produce, and
partly by the time of arrival of the monsoon sowing
rains, he would attach importance to a guaranteed
price for his surplus produce. The minimum prices fixed
would thus influence his decisions.

130. The maximum prices on th¢ other hand should
be announced after the crop prospects ocan be
reliably forecast and in any cass not later than the
commencement of harvest. This will enable the supply
position to be more correctly gauged.

131. The prices, once fixed in thiz way, should conti-
nue to remain in force unaltered for a minimum period
of one crop year. One of the important consequences of
fixing minimum and maximum prices at a specified
level during a crop yearis that the grower will more readily
market his surplus produce soon after harvest. After
he has marketed his produce, the minimum price is no
longer of importance to him, but it continues to be
important from the point of view of the trader who
holds the stocks and the banker who makes advances
against the security of these stocks. The maximum
price basides, whichis based on the minimum price,
is important from the point of the consumer all through
the yoar. The price received by the grower more or
less determines the prico of the product a2t subsequent
stages in the process of distribution throughout the year
and a whole year is therefore the minimum period for
which prices should remain fixed.

132. At the end of the crop year the position
needs to be reviewed afresb, and necessary changes
made in the prices fixed, in the lizcht of suck chang:s
as may have taken place in the determining factors during
the year. While itis desirable that as far as possible
there should be maintained a certain stability in the level
of prices over a course of years, no impression should
be allowed to be created that any particular level of
prices once fixed has become sacrosanct. It should be
made known in unambiguous terms that prices are to
remain fixed only for the crop year and that thereafter
they are liable to revision as a normal procedure in
the light of new circumstances. This needs. special
emphasis becanse of the tendency of prices to remain
fixed at a high level even when they have resultedin an
expansion of production to such an extent thatit cannot
be absorbed by the existing demand. The history of .the



69

price support policies pursued in the different countries
during the depression clearly reveals the danger of
vested interests preventing a downward revision of prices
even when conditions make it necessary, thereby giving
rise to huge surpluses of production which have to be
taken off the market by the State at considerable
financial loss. This rigidity in price fixation was the
outcome of pressure from vested interests and it brought
the policy of price support into disrepute. It is therefore
of importance that tke public should be made fully
aware that periodical revision of the prices fixedis a
necessary part of price policy.

133. The prices fixed must be adjusted for regional
differences. Normally, different prices prevail for the
same commodity in different regions a8s a eonsequence
of the costs of transport and the costs of handling
involved in the movement of produce from one area to
another and the differences in the supply and demand
position. The costs of handling and transport together
amount in the case of wheat and rice to about 26.3 p.c.
and 28.3 p.c. respectively of the margin of difference,
according to the information contained in the reports
on the marketing of those products. The following table
illustrates the wide range of price differentials as Letween
the different Provinces in the country though the figures
do not always refer to the same qualities.

Average Harvest Prices (in Rs. per maund)
. \WWHEAT
~ Average Harvest Average Harvest
ProvINCE price during quin- | price during quin-
| quennium ending quennium ending
1928-29 1938-39 | 1928-29 | 1938-39
Rs. As. | Rs. As. | Rs. As. | Rs. As.
Assam .. 6 6 3 0 R
Bengal 6 15 3 6 6 1 3 4
Bihar 6 3 3 6. 8 3 3 11
Bombay .. 8 2 4 10 7 8 4 3
C.P. & Berar 6 2 3 4 3 b 3 1
Madras .. 7 4 3 13 e e ..
N.W.F.P. 4 10 2 11 4 12 .2 7
Orissa 4 7 2 7 .. L.
Punjab 5-3 ! 2 11 4 9 2 5
Sind 9 12 1 4 5 6 8 3 1
C.P. 7 5 4 2 5 6 3 0

( Figures taken from the final Report of the Famine
Enguiry Commission page 480 ).

Regional
price
differences.
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‘While price differentials are likely to be narrowed down
with the development of transpert facilities and the
improvements in the means of communication, certain
price differentials will ‘always persist as ' between
different regions on account of the varying supply
and demand conditions in different areas. The minimum
prices fixed for the major producing areas should be
the basis for arriving -at  the corresponding minimum
prices for other areas after making suitatle allowances for
costs of transport, marketing and otherincidenta] expenses.
The maximum prices in - each area should then be
fixed on the basis of the miniuum prices for that area.

134. Appropriate differentials for different qualities
of a commodity have to be provided for so as
to ensure that adequate premium- is obtained for
superior quality produce. Each product should be
divided into three or four broad grades or ‘quali‘ies
and standards for each grade or quality may be laid
down; and produce which falls short of-the standard
laid down may be rejected by the State while carrying
out its purchase operatiors. The minimum and maxi-
mum prices should be fixed on the basis of standard or
feir average quality and suitable differentials should be
allowed in respect of other grades and qualities.

135. The fixation of minimum prices which are
the wholesale prices at which the State guaranteed to
purchase all the supplies offered and of maximum prices
which are the wholesale prices at which stocks are scld
by the Statcin the mandies influences the entire price
structure and automatically sets a limit to the possible
variation of prices at other stages of distribution. The
regulation of marketing and the development of coopera-
tive marketing will also operate in t'he same direction. It
may however be necessary, 1n cerjcam circumstances, to
regulate the prices at intermediate end retail stages

as well.

136. The policy recommended. }oy us conforms in
goneral with the broad recommendations of the Famine
Enquiry Commission. The Famine Enquiry Commission
while considering the question of increasing the food
resources of . the country recommended coordinated
action on the following lines: * First, by to fix & minimum
price which would be fair to the producer .and a

maximum price which ‘would be fair to the consumer
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and the revision of such prices from time to time.
Sacondly, the decisions as to the measures necessary
from time to time to secure the maintenance of the
price level within the pre-determined maximum and
minimum and thirdly, the maintenance of an organiz-
ation to carry out the measures decided upon’. They
emphasised that the objectives of long-term food policy
were relevant to the problems of the transition period
and need to be prominently kept in mind. What the
Famine Enquiry Commission have recommended in
relation to food policy is in our opinion also true of
agricultural policy in general.

137. 'The recommendations of the Famine Enquiry
Commission on the specific subject of the level of
prices differ to some extent from our recommendations.
The difference however is only procedural. The Famine
Enquiry Commission state their view as follows:—* We
think it is clear that it should be the common' aim of all
Governments concerned to secure as early as supply
conditions in the transition period permit, that the prices
both of rice and wheat in the different parts of the
country should be brought down to the mormal parity
with the level of rice prices at present prevailing in
Madras and Sind. We believe that if the actual prices

_that prevailed in the quinquennium’ending 1938-39 were.
worked out in each Province and a price in the
neighbourhood of 240 per cent of such average were  deter-
mined the result would broadly represent the target price
level to be aimed at the ond of the first stage of the
transition period. We do not imply that the proportion
should be identical in all Provinces. But we feel that the
fixation of a price as near as possible to 240 per cent of
the pre-war level, would be appropriate in the major
producing areas, that is in Bengal and Madras for rice
and the Punjab and the U. P. for wheat, and if prices
are fixed in Provinces in normal parity with such prices,
they are unlikely to be very much in excess of or very
much below 240 per cent . While this recommenda-
tion relates to the first period of the transition, they
propose that “240 per cent of the pre-war level should
be fixed as - the maximum for the second stage, while
the minimum should be fixed at about 180 per cent of the
pre-war level 7. Their suggestion for a floor of 180 per
cent of the pre-war level during the second stage is based
on the fact “that is just below the average price level
which prevailed during the quinguennium, immediately
preeeding the economie depression”.  They further state
‘“ that an attempt should be made to secure that the
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prevailing price level of foodgrains within this limit is
maintained in equitable relation to the prevailing prices
of essential commodities of rural consumption such as
:loth, kerosene etc.”

138. The recommendations of the ‘Famine Enquiry
Commission for the first- stage in the transition period
have the objective of securing the diminution and
eventual elimination of the wide pricé disparities that
exist at present in the different parts of the country
and of bringing down the prices in other parts to the
level of rice prices at present prevailingin Madras and
Sind which are the lowest in the country. Their recom-
mendation for the second stage of the transition period
is aimed at securing that the prices do not fall below
the level which prevailed during the quinquennium
preceding the economic depression. We believe that
while it is essential to eliminate the wide differences in
prices in different regions and restore the normal differ-
entials as early as possible, it is more important both
during the transition as well as during the long period,
to correlate the prices of agricultural goods with.
agricultural costs and other relevant factors, since
the level of agricultural prices cannot be determined
independently of the general economic situation. It
would be impossible and even undesirable to maintain
agricultural prices at 240 per cent of pre-war or even at
180 per cent of pre-war if agricultural costs and the
general level of prices fall steeply and make agriculture
sufficiently remunerative at lower levels of agricultaral
prices. In such circumstances, supporting agricultural
prices at higher levels would be unfair to the consumer
and more than ‘fair’to the agriculturist. On the other
hand, if agricultural costs and the general level of prices
remain high, then 240 per cent of pre-war may prove
too low and agricultural prices may have to be
supported at higher levelsin the interests of the mainten-
ance of production and the equitable distribution of
incomes. We are of opinion therefore that while the
figures mentioned by the Famine Enquiry Commission
may afford wuseful guidance, the principles of price-
fixation should be so formulated that they will prove
oapable of general application both during the transition
and during the long period.

138. When a policy of price-fixation is adopted, it is
necessary that prices should be fixed for at least the
major crops in the country. The fixation of prices of
only one or two crops is likely to lead to the expansion of
oultivation of the more profitable crops to an extent
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which might create a scarcity in the production of other
crops, thereby upsetting the balance of production. We
note that the Famine Enquiry Commission have stressed
the supreme importance of stabilising the price of
wheat and rice on the ground that food crops constitute
roughly 4/5th of the cultivated arca of the country and
 of these, wheat and rice are the most important. Wheat
and rice are besides practically the only food crops which
enter in large quantities into inter-provincial trade
within India and are directly affected by the supply
and demand conditions prevailing in the world markets.
While we agree that the prices of wheat and rice should
be supported, we are of opinion that this alone will not
succeed in maintaining the prices of other produce at a
reagonable level without the extension of specific
guarantees for each one of them. In our view the prices
of important millets like Jowar and Bajra will also have
to be fixed, in order to maintain the pri¢es of the cereal
group as & whole. In . addition, though - the fix-
ation of the prices of cereals may be sufficient from
the point of view of increasing the production of food,
this involves the danger of upsetting the general pattern
of production so far as crops other than food are con-
cerned. In future, it will be necessary - to have a
conscious planning of the production of all the various
major crops of the country and the price policy will have
to be adapted for this purpose. It will not be wise
therefore to leave out important crops such as cotton,
jute, sugarcane, etc., althoygh they may be outside the
cereal group proper. It may be noted in this connection
that many of these crops compete with food crops
for the purpose of cultivation and the price factorlargely
influcnces the production plans of cultivators. For
instance, during the last few years, the acreage under
jute in Bengal has been continuously below the area
licensed because the price of paddy made cultivation of
paddy more attractive than the cultivation of jute.
A policy of fixing the prices of paddy without fixing
the prices of jute might produce similar results. We
understand that the Indian Central Cotton Committee,
the Indian Central Jute Committee and the Indian
Central Sugarcane Committee have worked out future
targ:ts of production for these crops and similar targets
will have to be worked out for other commodities. If the
prices of only a few ccmmodities aro fixed while the prices
ofothercomincditiesremain unfixed, thereisa danger of lop-
sided production which may upset the crop plan as a whole.
It should not however be taken to mean that we suggest
that the price of each and every commodity should be
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fixed and supported. It is known from-experience that

the prices of certain commodities influence the prices of

related commodities so that the fixing «f the prices of some -
commodities produces a parallel movement in the prices

of others. It would therefore be suffieient to fix prices

of those commodities which play a pivotal role in the

general production structure.

140. The determination of minimum and maximum
prices and their continuous adjustment in the light of
ohanging circumstances is thus a complicated task
involving careful consideration of the various factors in-
volved and balancing of the respective advantages and
disadvantages of the different courses of action. The
level at which prices should be fixed cannot be left
merely to the automatic working of an arithmetical
formula such as the one implied in the idea of a
parity between agricultural prices and costs, though such
a formula will no doubt be of considerable assistance
as a broad indicator of the course of action called for.
The prices have to be fixed in the light of many other
considerations such as the practicability of enforcement,
the targets of production and the adoption of higher
standards of agicultural technique. The task there-
fore needs to be entrusted to an independent body
specially constituted for the purpose which can be
depended upon to weigh the importance of the dif-
ferent factors involved and decide with impartiality and
technical knowledge the level at which prices shotld
be supported. h



135
CHAPTER V.
Principles of Price Enforcement.

141, The determination of minimum and maximum
prices will serve little purpose unless specific ineasures
are taken to ensure that the actual prices ruling in the
market are within this range. In a free market, prices
continually fluctuate in response to changes in conditions
of supply and demand, and the fluctuations are often quite
out of proportion to the casual factors involved. Some of
the causes of disturbance are essentially of a temporary
character which, if appropriate steps are taken in time,
need not affect the prices at all. It is therefore neces-
sary to intervene effectively in the market if the mini-
mum and maximum prices are_to be actually enforced.

142, The announcement of minimum and maximum
prices itself creates a beneficial effect on the market by
making known to it the policy of Government regarding

_the range of fluctuations, thereby reducing speculative
transactions. The announcement influences the market
sentiment in the direction of the support prices, and the
task of enforcement is to some extent eased.

143, The .moral effect of the announcement will
net however go far enough unless the announcement is
backed by sanctions of a more effective nature. There
are always bound to be forces in the economic system
which may get out of hand, and unless the powers taken
by the State are sufficient to control these forces, the
authority of the State will be brought into contempt
with consequence demoralisation of the market,

144, We are of opinion that any proposals for the
enforcement of prices should be formulated in the con-
text of a competitive economy with freedom of private
enterprise. The policy should be to operate upon the
forces of supply and demand in the market and influ-
ence them in, the desired direction. This can only
be done by operations which will influence the quantity
of goods available in the market for sale and the volume
of demand that comes forth for their purchase. While
the mechanism of the market will then be outwardly
retained for the determination of prices, the determining
forces will themselves be modified in a manner which
will result in the prices aimed at. By regulating the
supply and demand that is permitted to be effective in
the iarket, the State will in effect control the prices;
but the control will be tempered by the fact that it will
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operate through the market mechanism. Ft will simplify
the machinery of regulation and reduce its application

‘to & minimum. During the transitional period and

even in the post-transition period when conditions of
emergency warrant it, statutory price control and pro-
curement operations may have to be resorted to, but
in normal times the general policy should be to control
individual enterprise in the public interest rather
than replace it by State management. The aim should
be to harness the competitive instinct towards social
ends..

145. The most effective method of enforcing the
price policy in a competitive market, is for the State to
enter into the market and carry out purchase and sale
operations on its own account. The State should prevent
prices from falling below the floor level by purchasing
freely at floor prices, and from rising beyond the ceiling
level by selling from its buffer stocks. Its capacity to
influence the prices will of course depend upon the
financial resources at its command and the reserve
stocks in its possession.

146, This method has been commonly employed for
influencing the money market and the market for
foreign exchange. Central Banks have used the tech-
nique of open market operations in Government securities
for influencing market rates of interest whenever the
Central Bank rate has proved unsuccessful by itself, and
at times, open market operations have even been preferred
to changes in the bank rate as an instrument of monetary
policy. While open market operations in Government
securities for influencing market rates of interest have
been usually discretionary, open market operations for
maintaining the stability of the rate of exchange have
been more mandatory in character. Central Banks
in- many countries are responsible for maintaining the
stability of exchange rates between domestic currencies
and foreign currencies, and for that purpose are required
by law to purchase and sell domestic -and foreign
currencies at declared prices. These operations
were a normal feature of the working of the gold stan-
dard, and it was only when the legal obligation to sell
gold could not be carried out for lack of sufficient
stocks of gold that the gold standard was abrogated.
In the subsequent period, exchange equalisation funds
were constituted in many countries and though these
funds were not legally required to buy or sell at stated
prices, they did in fact operate in the market on their
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own initiative in order to eliminate temporary and un-
necessary fluctuations in the rate of exchgnge.

147. Mere monetary measures however, whether in
the sphere of domestic credit or in the sphere of foreign
exchange, cannot produce their full effect on the natio-
nal economy because of the resistence offered by the
prices of particular commodities. The general level of
prices on which the monetary measures are designed to
operate is nothing but an average of the prices of indi-
vidual commodities and these react with varying

* degrees of time-lag to the changes in monetary circula-
tion. It is therefore necessary, even for the success of
monetary policy itself, that simultaneous measures
should be taken directed towards regulating the
prices of individual commodities by extending to the
commodity markets the same technique of open market
operations which is at present adopted for influencing
the money market.

148, The method of State purchase and sale has
been widely used in the U.S.A. as a means of stabilising
prices ever since the inception of the A.A.A. in 1933. To
begin with, commodity loans were advanced to preducers
on specified commodities at minimum rates fixed on the
basis of the parity price of the commodity. If market
prices fell below this level, the producer simply transferred
ownership of the collateral to the Commodity Credit
Corporation which thereupon: cancelled the loan. The
producer was thus freed from liability for any loss
arising from the sale of the collateral securing the loan,
which meant in practice that he_ was guaranteed a
minimum price. Inorder to protect itself against a fall
in prices the Government linked up the provisions rela-
ting to commodity loans with those for marketing
quotas, making the grant of loans contingent upon pro-
ducers accepting a quota allocation in the market
on a quantity or acreage basis. This was done whenever
prices threatened to fall as a result of increased produc-
tion. The system of commodity loans enabled the
Government to postpone taking over actual possession
of the goods until the prices had fallen below the
minimum fixed level. The produce could continue to
be stored on the farms, and to that extent the risk to
the Corporation was reduced.

149. After the outbreak of the war, while the method
of commodity loans was continued for grain and cotton,
direct purchase from farmers was also resorted to for
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a number of other field crops and for wool and dried
fruits as they® could be easily stored and therefore
handled without much risk by the Commodity Credit
Corporation. Where the farm produce was a raw
material entering into the production of a processed
commodity, the Corporation guranteed to purchase thc
processed commodity from the dealers and processors at
fixed prices, on condition that they paid fixed prices
to the farmer for their purchaszes of the 1aw material.

150. In India, the method of commodity loans cannot
be of general application, because the farmers
cannot afford -to make efficient arrangements for
storage -of their produce, and the value of the collaterai
is likely to depreciate rapidly if loars are advanced %o
them. Commodity loans can with more convenience and
with greater security be advanced to co-cperative
societies if they have godowns of their own, but the
cooperative movement has “not yet developed suf-
ficiently on the marketing side to enabls wids use to be
made of such loans. Loans can be advanced to proces-
sors and dealers in the case of commercial crops, sirce
the trade in such (crops is generally well organised
and has adequate arrangements for storage; even
in this case however there is the difficulty of ensuring
that the benefits reach the actual cultivator.

151. Under the circumstances, it is desirable that in
India the State should undertake direet purchase and
sale operations, even though it involves the construction
of warehousing and godown accommodation on a
considerable scale with attendant risks. We thero-
fore recommend that the State should extend a
guarantee to purchase whatever quantities cf produce
may be offered to it at the minimum price and under-
take to releasc stocks at the maximum price. The Staté
however should remain free to purchase on its own initia-
tive any quantities in the market at the current price for
the purpose of building up its buffer stocks and turning
over the stocks from time to time.

162. Itis necessary that the guarantee to purchase
at the minimum prices should be effective at all
jmportant market centres in the country. If if is made
effective only at a few centres in & Province, then the
producers in distant parts may not be able to
reap tho advantage of .the minimum price by =selling
their produce direct to the State and the henefits of the
guarantee weould be veceived only by the traders and
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the wholesale dealers. In a predominantly agricul-
taral country like India with producers educationally
backward and traditionally tied to the local money-lender
and trader, it is of the highest importance to so
organise the purchase operations that the guarantee
will be effective within a few miles reach of every
villager in the country, its effects permeating the entire
field. ‘

153, The guarantee of a minimum price will call for
measures of regulation designed to facilitate ita imple-
mentation. These measures will include the regula-
tion of imports and of acreage under crops, the control
of agricultural rents and wages, and the enforcement
of adequate standards of farm management. The State
will have to employ some of these measures as a normal
course, while in the case of others it should obtain
reserve powers for use in special circumstances.

154. The regulation of imports will be necessary in
order to avoid undue strain on the purchasing organisa-
tion. If the domestic price of & commodity is-higher
than its price abroad, there will be a tendency to
import that commodity until the increased supply in
the home market reduces the domestio price to parity
with the international price. If movement of goods

into the country is unrestricted, then the open market-

operations that the State may be required to undertaks
would be of such dimensicds that they may prove to be
beyond the financial resources of the State. - With
unrestricted imports, the State may find itsélf saddled
with an enormous volume of stocks without having
succeeded in enforcing the minimum prices in the market.
In order to avoid such a contingency, the regulation
of foreign import is an essential corollary to any
policy of price fixation.

155. It should be open to the State to regulate
imports by any method that may be suitable in each ease.
One method of regulating foreign trade which was
in common use during the depression and during war-
time was the control of foreign exchange. The pos-
sibilities of exchange regulation are however now res-
tricted within very narrow limits by India’s membership
of the International Monetary Fund. The methods by
which the domestic level of prices can still to some
extent be insulated from international prices are tariff
duties, licensing and quota restrictions and State trading,
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156. Each of vhese methods hasits own advantages.
Tariff duties have the advantage that they permit free
movement of goods subject to the payment of the tariff
and therefore .provoke less resentment from the trade
than quantitative restrictions. On the other hand,
‘they suffer from the handicap that they cannot be revised
at short notice in the light of changing circumstances,
unless they are sliding scale tariffs, as tariffs are usually
imposed by legislative action and not by executive
direction. Quantitative restrictions through the fixation
of quotas and the allocation of quotas amongst the
licensed traders have the advantage that they definitely
determine the actual quantity of trade, They can be
altered as may be necessary by executive action, thereby
enabling a continuous adjustment with requirements
of policy. On the other hand, they are looked upon
with greater disfavour by foreign traders because of the
rigid barriers that they erect. State trading involves
the canalising of trade through a State corporation so
as to maintain domestic prices at a level different from
international prices, the corporation absorbing the
difference. If the domestic price is higher than the
international price and imports of a commodity are
stimulated on that account, the State corporation can
purchase those imports at the international price and
release them in the home market at the domestic price,
keeping the profit for itself. State trading can thus be
carried on in a manner which will be less open to objec-
tion by the countries with which we have trading rela-
tions than either tariffs or quotas. While tariffs and
quotas definitely restrict the volume of trade and to that
extent may be objected to by foreign traders, a State
corporation by canalising all imports through itself can
be worked without doing harm to the interests of other
countries. State trading to this extent is quite consistent
with the continuance of private trade as the corporation
need only work as a directing, financing and regulating
mechanism, leaving the actual dealings to the channels

of trade.

187. We are by no means unmindful of the principles
laid down in the Atlantic Charter which call for relaxa-
tion and ultimate abandonment of all types of obstructions
to international trade and commerce. We are also
aware that a Conference is being convened by the
United Nations for the purpose of considering the setting
up of a permanent international organisation for secur-
ing coordination between national economic policies,
maintaining a high and stable level of employment, and
reducing barriers to trade and commerce. While we
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are in full sympathy with these general objectives. it is
in our view important to bear in mind that expansion
of trade by the reduction of barriersis not an end in .itself.
Though such an expansion of trade is necessary for the
maximum utilisation of the resources of the world and for
the concentration of production in the lowest-cost reg-
ions, it is after all only a means for securing high and
stable levels of employment and satisfactory standards
of living within each of the mutually trading areas.
The means must therefore be adapted to the circum-
stances of each country if theend is to be attained in all
of them. Though access on ‘equal’ terms to the trade
and raw materials of the world may be a desirable and
ultimate goal of policy, the fact remains that at the pre-
sent moment different countries arein entirely different
stages of economic development and backward countries
must first accelerate the tempo of their development so
as to get in line with the more advanced countries.. It
has to be recognised that this will naturally involve
regulation of international trade by backward countries
and that such regulation may have a prejudicial effect for
the time being on other .countries though every effort
should be made to mitigate such effects, It is essential
that the economy of each country should be developed
in a balanced manner and to the fullest extent in as
short a period of time as possible, because unless all
countries are relatively in the same stage of economie
development, full econcmic collaboration on equal terms
will not be feasible and free,trade will not be restored.
We therefore recommend that any international obliga-
tions that India might enter into in the future, should
be consistent with her freedom to regulate her interna-
tional trade in such manner as may be necessary for the
enforcement of her agricultural price policy.

153. The regulation of rents- and wages is necessary
a8 a corollary to price policy in order to ensure that
the Lenefits of the price guarantee reach the actual
cultivator and the agricultural labourer. There is the
danger that the landlords may use the price guarantee
as a pretext for raising rents on the ground that the
tenants get higher prices for their produce. The agricul-
turzl labourers who are entirely unorganised and are not
always aware of what in fairness is due to them may con-
tinue to be exploited unless steps are taken to enforce
the payment of minimum wages to them.

159, Ingpecial circumstances, the State may need powers
toreguiate the acreage under crops. The limitation of

(44} Reg.
ulation of .
rents and
wages.

1414) Reg-
ulation of
acreade,



(3v) Enforces

ment of

supplies at the source by controlling production is one of
the most effective methods of maintaining support prices,
and it was extensively used in the United States of
Amerida under the Agricultural Adjustment Aect. As
a matter of fact, during war-time, attempts have been
made in India as well to regulate the acreage under
particular crops in certain areas. Since 1940, the acreage
under Jute in Bengal has been regulated by a licensing
gystem which sets an upper limit to it in each year.
The Indian Central Cotton Committee has been
fixing cotton acreage targets since 1944-45, and although
these targets are not enforced by legislative action as in
the case of Jute, various measures have been taken to
reduce cotton acreage to the targets laid down. Legis-
lative action has been taken through measures such as the
Bombay Growth of Food Crops Act (1944) to increase
the acreage under food crops. The principle of regulating
the acreage under crops is thus already adopted in certain
cases and we recommend that it should form a permanent
feature of agricultural policy in the future.

.160. The State should also have the power, for use in
special cironmstances, to enforce adequate standards of

standardsof management in farmingso that thelandlord, enjoying the

manage-
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security of guaranteed minimum prices, should not remsin
free to neglect hisland. Infact, the power to enforce
efficient methods in agriculture is a necessary. comple-
ment to the power to regulate acreage under different
crops since efficient and intensive cultivation is no less
important than increasing the cultivated area for pur-
poses of expanding production.

161. The maximum price will have to be enforced by
the State by selling judiciously from its reserve stocks
at that price. The experience of price control during
the war has shown clearly that unless adequate stocks
are maintained for the purpose of releasing them in the
market in times of scarcity, the attempts to hold prices
below the maximum will fail. Unless trading interests
are convinced that Government have in their possession
the physical resources necessary to break the back of a
rising market, control of maximum prices will be in-
effective. Though the undertaking to release supplies
will normally hccome operative only when the market

rice reaches the maximum, the State will be free to
gsell at its discretion at any price and it should in fact.
begin to operate as soon as the market prices show a

~ pronounced tendency to move towards the maximum.
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162, The undertaking to supply produce at the
meximum price should be made effective in the principal
mandis in order to put an effective ceiling to the whole-
sale market prices every where. The price at which the
retailer sells the produce to the actual consumer will be
somewhat higher than the wholesale price, but since it
would be closely related to the wholesale price, the release
of supplies at the maximum price cannot fail to influence
the retail price to the consumers.

163. Although normally an wundertaking by the
State to provide supplies to the market by sales from its
own stocks will be sufficient to prevent prices from rising
above the maximum, it will be necessary to have certain
reserve powers to meet unforeseen emergencies. We are
of opinion that the State should be armed with the
reserve power to undertake statutory price control and to
prohibit a seller from taking or a buyer from offering more
than a presczibed price and a buyer from offering or a
seller from taking less than a prescribed price. Sta-
tutory price control when it is imposed will be ascom-
panied by penal measures for any breach of the law and by

an administrative machinery for policing the market. -

The State should also be armed with reserve powers to
requisition supplies and regulate the distribution of sup-
plies by rationing, whenever necessary.

164. The crux of the problem however, both in the
enforcement of the minimum as well as of the maximum
prices is the holding’*of reserve stocks on an
asdequate scale. The stocks in the possession of the State
must be adequate for the purpose, and the State should
be in a position to add to them or draw upon them as
the situstion may require. Then the State will be able
to intervene effectively in the market by adjusting its
purchase and sale operations to the changing supply and
demand situation.

163, While deciding the size of the reserve stocks, it
must be taken into account that the reserve stocks
maintained will 2also have to serve as a famine emergency
reserve. Experience has shown that in any year the
mensoon rains may be so deficient as to result in partial
or total crop fa'lure over wide areas. It is not always
possible to obtain imports at short notice for making
good the deficit arising from this cause and the State
should therefore have a sizeable emergency reserve as
an insurance against crop failure. We thus envisage a
duzl-purpose reserve, which will function both for enfore-
ing prices and for meeting emergencies. While the
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purposes for which such a reserve is to be utilised
should be kept distinct and provision should be made
for all contingencies, the reserve cannot obviously
remain in two water-tight compartments. In the case
of foodgrains in particular, a famine will call for the
utilisation of all available stocks and it will be impossible
to earmark any part of the reserve for any purpose other
han relief. The reserves should be maintained at selec-
ted strategic centres within the country so asto enable
them to be rushed-at short notice to those threatened
points where the market prices show.signs of departing
from the prescribed limits cr where conditions of famine
emerge.

166. The reserve should be exclusive of the stocks
normally held by the market for meeting the gap between
current demand and supply requirements. The reserve
will for the present have to be built up from imports,
since internal foodgrains production is deficit to require-
ments and imports fill up the gap. When production
within the country expands, such reserves should be in-

creasingly built up from internal surpluses and the depen-
dence on imports reduced. '

Monetary « 167. " While a guarantee to purchase at the minimum

p olicy. price and an undertaking to sell from reserve stocks at
the maximum price accompanied by open market opera-
tions are in our view indispensable for enforcing the prices
fixed, we desire to emphasise that these measures will suc-
ceed only if the monetary policy adopted by the State is of
a complementary character. Though market prices can
be influenced by State purchase and sale operations,
these operations can only cope with marginal quantities,
and the supply and demand for the commodity as
expressed through money terms will still remain the real
basic forces for the determination of market prices, The
level at which market prices can be maintained will
ultimately depend upon the level of national incomes and
the purchasing power of the population. It is only by
pursuing a monetary policy which will stimulate general
economic development and raise the national incomes,
that we can create an environment within which the
price-guarantee can be made effective.

168. The responsibility for enforcing the measures
recommended by wus should be entrusted to a State
corporation specially constituted for this purpose. Tt
should carry out the necessary purchase and sale opera-
tions and regulate tho import and export trade in order
to implement the price fixation programme. It will need
fixed capital for the oconstruction of the necessary
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storage accommodation and working capital for holding
the reserve stocks, meeting the expenses of turnover
and carrying out purchase and sale operations. Its annual
operating costs will include charges on account of
interest on fixed and working capital, depreciation and
maintenance of gcdowns, deterioration of reserve stocks,
storage, staff etc. The “operating costs should in the
long run be met out of the profits of the corporation.
It may make a profit out of the difference between the
prices at which its purchase and sale operations are
executed in the domestic market and also out of the
difference between the domestic and international Ievel of
prices to the extent of its import and export transactions,
The corporation should build up a strong reserve fund
out of such profits to enable it to tide over difficult
years.

169. We are glad to note that measures such as the
ones recommended by us.arealso contemplated on an

international basis. The F. A. O. has under'consideration

a proposal to set up a World Food Board, whose functions
will be to stabilize the prices of agricultural commodities
over the world market, to establish a World Food Reserve
which will be adequate to - meet any. emergency that
may arise through failure of crops in any part of the
world and to finance the disposal of surplus produce
through special terms to countries where the need for
- them is most urgent. There is also a proposalto set up
an International Organisation for Tradeand Employment,
end various Commodity Commigsions with functions
more or less similar to those "already mentioned.- The
establishment of an International Wheat Council is also
contemplated. In course of time, these variousbodies may
be suitably coordinated through a single machinery under
the United Nations Organisation which will deal with
agricultural commodities on an international basis.and
maintain their prices within certain minimum and maxi-
mum limits. The national price policy should then be
guitably integrated with the international price policy
‘and the machinery set up within the country should
work in close touch with the United Nations Organisa-
tion.

170, The principles of enforcement will have to be
suitably adapted to individual commodities. With some

commodities the demand for which is steady and easily.

predictable, a relatively smaller reserve may serve;
with others, the demand may be erratic, stocks
may easily accumulate, and control of the market may
require larger reserves. There may also be techuical and
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physical factors which limit the period for which reserves
of different commodities can be kept. Some commodities
may be dependent on foreign markets for the disposal of
surpluses, and beyond a point, it msy be dangerous to
hold supplies off the market, as was seen during the
regulation of wheat in Canada, cotton in the U. S., and
coffee in Brazil. Others may be dependent on home
markets and may be relatively insulated from in-
ternational factors. A large variety of factors will thus
have to be taken into account.

171, A broad distinction may be drawn between (i)
foodcrops, (i4) commercial crops, and (iii) animal
husbandry . products. Foodgrains cover the largest
proportion of the cultivated area in the country, amount-
ing to over 80 9, of the total, but tho country yet has
a net deficit each year and has to rely partly on imports.
The major foodgrains are rice, wheat, jowar and bajra.
In commercial crops, we include cotton, jute
sugarcane and the oilseeds. The tiade in animal
husbandry products amongst which milk, eggs and fish
are the most important is confined mostly to somewhat
isolated local markets in the country. We examine the
essentials of a price policy for each of these groups of
commodities in subsequent chapters. '

172, The success of enforcement measures will also
depend upon the number and character of the commodi-
ties selected for price support. While equity may demand
the extension of price guarantees to all agricultural com-
modities, it is important to keep in view firancial and
administrative aspects of the problem and the need to
hasten slowly in a new and practically untried field. We
are therefore of the opinion that price guarantees should
first be tried out in respect of a few important commodi-
ties and later extended gradually to cover all the strategic
commodities in the field of agricultural production. Atthe
same time, the dangers of applying the policy to far too
few commodities cannot be ignored. . Any isolated at-
tempt to support the prices of a crop or two may lead to
diversion of acreage, mounting surpluses and problems of
disposal. We are strongly of opinion therefore that price-
guarantees should be tried out over a fairly large sector
of our agricultural economy righs from the start. If o
hulting and half-hearted policy werc to be pursued and the
guarantees extended to only one or two crops on the
score of cautlious experimentation and financial prudence,
the resulting inevitable failure may be held up s an
argument for a policy of inaction in the future and incal-
culable harm done to the cause of farmers in this country.
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CuapTER VI.

Price-policy for Food Crops.

173. The necessity of extending the policy of pricé Impor-
fixation to food crops needs 6O special emphasis. Firstly, tance of
since over 4/5ths of the cultivated area in India is fooderops.

devoted to food crops, the income of the bulk of the
agricultural population depends on tpe prices of. such
crope. BSecondly, in spite of such a high proportion pf
our land being under food, our national production still
falls short of our repuirements and an assursnce of a
remunerative price is necessary for stimulating food
production. The average snnusl net imports for the 8
years ending 1941-42 amounted to about 1 million tons
and the Foodgrains Policy Committee ¢ame to the con-
lusion that annual imports on the same minimum level
would be necessary in the future. The Famine Enquiry
Commission allowed for a further 2 million tons on ace-
ount of the increase in population since 1941-42, thus
estimating the annual requirements of imports at 3
million tons. The deficit in domestic production would
be even larger if targets are framed on the basis of a
minimum nputritive diet for the whole population.
Imports have no doubt to be resorted to as a short-term
measure, but our experience during the past year has
shown how difficultit is to secure adequate imports in
an emergency. In the case of foodgrains which are vital
to the life of the people, it is,unwise to place ourselves
in a position where we would 'be dependent on other
countries and immediate steps have to be taken to expand
food production within the country to the maximum
-extent feasible. An appropriate price-policy for food crops
is thus of first priority not only from the point of
maintaining agricultural incomes-’ at also from that of
gsecuring maximum output.

174. A price policy may not always be able to
reconcile the necessity of assuring a remunerative price
to the producer and keeping the price within the means
of the consumer. In course of time we have no doubt
that this conflict of interests would be resolved, since
our proposals are only a part of a more comprehensive
programme of economic development which will result
in a general rise in the level of incomes and employment.
Until the price policy has produced the expected increase
in efficiency and o itput per acre however, the price fixed
may in some cases prove beyond the means of certain
classes of consumers. The remedy in such cases lies in
the grant of consumption subsidies to the classes of

Consump-
tion snb-
sidies.



consumers affected. Subsidies on consumption were a
common feature of war-time policy in the U. K. and the
U. 8. A. and any undue increase in the price of essential
-food-stuffs was thereby avoided. In India alss, the
principle has received acceptance in the sale of foodgrains
at cheap rates to essential workers during the war and
the supply of milk on concessional terms to children and
expectant mothers in certain towns..A separate Committee
set up under the auspices of the Central Food Department
-is examining the question of food subsidies and we make
a reference to it only because of its bearing on price
the policy. Such subsidies will be necessary until
inoreased productivity of land permits a “reduction in
the prices fixed.

Price 175. The fixation and enforcement of minimum and

policy for . maximum prices for food crops should be acoording

foedcrops. to the principles we have already discussed in the pre-
vious chapters. During the transition period, the mini-
mum prices for foodgrains should . be. equivalent to
the fair parity prices and all the produce that is
offered to Government should be purchased by it at
those prices. In the post-transition period when normal
supply and demand conditions have been restored, the
minimum prices for foodgrains shouid be fixed after due
allowance is made in the fair parity prices on account ~f
the various factors indicated by us. This maymean that in
certain eircumstances the minimum prices may have to
be fixed at levels below the fair parity prices. According
to some of us, any reduction in the minimum prices below
the fair parity prices should be limited to a maximum
of 124%, while according to others, no limitation should
be placed upon the discretion of the price-fixing authority
in this respeot. The market prices should under no
circumstances be permitted to fall in future below a rock-
bottom minimum level. This limit is set by the fixed
elements in agrioultural costs and a fall in the market
prices below this level will upset the economic balance of
the country side. The Sub-Committee are unanimous in
the view that the State should undertake the obligation
to prevent prices from falling below such a rock-bottom
minimum. Some members of theSub-Committee oonsider
that this undertaking should operate only for the next
five yoars after which the position may br reviewed
afresh in the light of the general principles laid down,
while other members of the S8ub-Committee consider that
it should operate as a permanent part of policy. As
regards the actual level of the rock-bottom minimum,
some members of the Sub-Committee hold the view that
it should be equivalent to the average price of the com-
modity oonoerned in the principal producing areas, during



the quinquennium 1924-25 to1928-39, e. 3. Rs, 4-8-0 per
. md, for wheat at Lyallpur with prices of other commodi-
ties in normal parity with it; other members are of
opinion that it should be 259%, above this average, i.e.
Rs. 5/10/0 per maund for wheat at Lyallpur with similar
differentials for other commodities. During-the transition
as well as duringthe post-transition periods, the minimum
prices should be determined for each crop for the major
producing areas, and the minimum prices for other areas
ghould be worked out therefrom making sufficient allow-
ance for the normal costs of transport, marketing and
other inoidental expenses. The maximum prices for each
.area should be fixed on the basis of the minimum prices
fixed for'that area. It should be the object of State
policy to maintain market prices of food grains within
the limits set by ths minimum and maximum prices fixed
and for this purpose the State should guarantee to purchase
all supplies of such food grains offered toit at the minimum
prices and undertake to provide supplies to the ,market
by sales from its own stocks at the maximum prxces It
should also take the other measures which we have
previously described to enforce its policy.

176. A policy of price fixation for food crops has
the advantage that it can be easily implemented.
through the existing administrative machinery. The
Central and Provincial Food Departments are already
operating a system which involves the procurement of

stocks from within the country and from abroad, the

planned movement of iternal stocks from surplus to
deficit areas and the rationed distribution of grainsin
urban areas. The procurement operations of the Govern-
ment profoundly influence the prices in most markets
though the degree of influence varies according to the
extent to which the method of procurement approxi-
.mates to & Government monopoly. The central feature
of our scheme, viz, buying ana selling operations by
the State undertaken to influence market prices is thus
already in operation in a modified form. We consider
that the experience gained by the Agriculture and Food
Administrations during the war should be fully drawn
upon and utilised for implementing the price policy in
future. The present activities and policies of the Food admi-
nistrations should also be orientated during the transition
period on the lines of our proposals.so as to facilitate
their full implementation when the machlnery recommen-
ded by usin a subsequent chapter is set up.

177. When a policy of price fixation for foodgrains
is adopted, the question arises as to which of the different

Belection of
foodgraing
for price-

fixation,
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graifds should be selected initially for its application.
The Famine Inquiry Commission, after making out a
case for the fixation of the prices of cereals in general,
have expressed the opinion that in practice this would
mean control of the prices of rice and wheat, the cereals
which enter largely into international trade. In our
view, however, the control of the prices of jowar and
bajra is no less important. The following table shows
an estimate of the average all-India acreage (reporting
" and non-reporting areas included) under different cereals
during .the normal period of 1936-37 to 1938-39 and for
" the year 1943-44. . '

Area under Cereals

(in '000 acres)

Normal. 1943-44.
Rice 77,622 84,938
Wheat 35,705 34,859
Jowar 38,129 39,425
. Bajra 19,487 24,222
Maize 8,129 8,712
Barley 7,174 7,634
Ragi 5,780 5,734
Small Millets 8,509 8,643

200,635 - 214,167

(Source : Worked out 'from figures given in ‘“ Food

Statistics of India >, Statement No. XIII.)

During both the periods wunder reference, the area
under jowar and bajra, taken together, accounted for
289, of the aggregate area under all cercals as compared
with 389, under rice and 189, under wheatin the normal
period. Inthe year 1943-44, morcover, there has been a
. large increase in the acreage under bajra. Thus from the
point of view of acreage, jowar and bajra are of con-
siderable importance.  Since millets and cotton
are substitute crops and diversion of area from one
" to another is possible, we consider that it will be
necessary to include millets in the price-fixation pro-
gramme. Millets play a predominent role in the eco-
nomy of certain regions, particularly the unirrigated
zones. More than one-third of the acreage under millets
is concentrated in Bombay and Madras. In Bombay,
it accounts for about 409, of the pet area sown for
all crops, while in Madras the percentage is about 259%,.
Since millets are consumed entirely within the country,
it will by no means be difficult to bring them within the

!



ambit of & price-fixation policy. Government have
already fixed minimum and maximum prices for
jowar and bajra in the principal producing areas and we
see no reason why the policy should be discontinued.
For these reasons, we are of opinion- that price-
fixation should be extended in respect of rice, wheat,
bajra and jowar from the ~beginning and not confined

only to rice and wheat, as suggested by the Famine’

Inquiry Commission.

178. Assuming for the present that among the food-
crops, price-fixation is confined to wheat, rice, jowar
and bajra and is operative only in British India, an
estimate of the quantity of reserve stocks required for
implementing the policy has first to be worked out.
Since buffer stocks are intended to enable the State to
gell in periods of short supply and to buy in periods of
excess production, one possible approach is to estimate (i)
the quantity that is likely to be required by the con-
sumers in periods of short supply, and (if)- the quantity
that will need to be taken off the market by the State in

periods of excess production. Since a deficit in the

production of one crop may be made up by increased
production of another, it is desirable to use figures of
aggregate production when determining the excess and
deficit. Moreover, the entire production does not come
to market and the rezerve stocks required have therefore

Size of
reserve
. stocka.

to be related only to the marketable surplus of the .

growers. In the present context, normal production is
determined with reference to the most likely
production during any given year in the light of ‘past
experience. The most likely production is that which

was typical of the largest number of years in the past,

or in other words the mode. The mode has therefore
been used in the calculations which follow.

179. We give below a table showing the production
in British India of the four foodgrains under reference,
for the period since 1919-20, and the maxima, minima
and modes of each as well as of the aggregate.

Production of Wheat, Rice, Jowar and Bajra
(in million tons) ‘

BRITISH INDIA (excluding Indian States)

Year. Wheat. Rice. Jowar. - Bajra. dggregate
1919-20 8.6 28.0 5.6 2.8 - 45.0
1820-21 6,7 23.3 3.6 - 2.0 34,8



Year. Wheat. Rice. Jowar. Bajra. Aggregate.
1921-22 8.4 27.8 5.8 2.6 - 444
1922-23 8.2 28.5 5.0 2.4 44.1
1923-24 8.0 23.6 4.3 2.2 38.1
1924-25 7.2 25.2 4.2 2.0 ~ 38.6
1925-26 7.2 25.2 4.2 2.0 38.8
1926-27 7.4 24.1 4.2 2.5 38.2
1927-28 6.4 227 4.9 2.4 36.4
1928-29 - 7.3 26.5 4.7 2.1 40.6
1929-30 9.0 . 25.8 5.1 2.0 41.9
1930-31 7.7 26.5 5.0 2.4 41.6
1931-32 7.3 27.8 4.4 2.2 41.7
1932-33 7.6 25.4 4.6 2.3 39.9
1933-34 7.5 24.9 4.6 2.1 39.1
1934-35 178 24.8 4.6 2.1 39.3
1935-36 - 7.6 22.3 4.5 2.3 36.7
1936-37 1.9 26.8 46 1.9 41.2
1937-38 8.7 -25.8 4.0 19 40.4
1938-39 8.0 22.9 4.1 1.8 36.8
1939-40 8.9 24.6 4.5 2.0 40.0
1940-41 8.1 21.0 4.6 2.3 36.0
1041-42 8.2 24.3 4.0 2.2 - 38.7
1042-43 9.0 - . 23.0 4.2 3.0 39.2
1943-44 7.8  29.1. 4.6 2.6 44.1

'1944-45 8.5 25.5 4.3 2.4 40.7
Maximum 9.0 29.1 5.0 3.0
Mode 7.1 25.0 4.7 2.2 .
Minimum 5.7 21.0 3.6 ° 1.8 -
Aggregate Maximum .. 45.0
 Aggregate Mode .. 40.0

Aggregate Minimum ., 36.0.

Note—The figures for the pcriod 1930-1845 are mcre
complete than thcee for the earlier years and
are therefore not strictly comparable.

SBource : (Agricultural Statistics of India)

180, The I.C.A.R. Memorandum estimates that
309, of the total production of foodgrains is brought
to the market. On this basis, the maximum, modal
and minimum distributable surplus would be 13.5
million tons, 12 million tons and 10.4 million tons
respectivel.y. )



181. The difference between the maximum and the
mod e is thus 1.5 million tons, while that between the mini-
mum and the mode is 1.6 million tons.  The figure of
1.5 millions may be taken to represent the amount that
may have to be taken off from the market by the State
in bumper years, while 1.6 millions may be taken as an
estimate of the deficit that may have to be put on the
market in years of short supply. On this basis, the
reserve which must serve both purposes will have to be
1.6 million tons. It will be seen that this represents
about 49, of the modal production. '

182. Another approach to the problem is to esti-
mate reserve stocks on some appropriate proportion of
the total distributable surplus marketed in bumper
years, this being a rolgh indication of the largest
quantity that the State may be called upon to deal with.
The replies to our questionnaire indicate that there is
& general concensus of opinion that buffer stocks should
be between 3 to 4 months stocks, s.e. 25 to 339, of the,
annual distributable surplus, though a few replies have
suggested even higher proportions. On the basis of 25
per cent of the annual distributable surplus in the. year
of maximum production, the reserve stocks may be put
at 3.4 million tons.

183. The estimates of the stocks' necessary as an
emergency reserve against famine may also afford some
guidance. The Foodgrains Poligy Committee have
recommended the setting apart of 0.5 million tons of
grain as a Central Foodgrains Reserve. The Famine
Inquiry Commission also state that they do not think
that a reserve of this size would be execessive. This
reserve however is intended only to bridge the period
required for obtaining additional supplies of food from
abroad. The reserve stocks necessary for maintaining
prices will naturally have to be larger in size.

184, The following estimates emerge from the basis,
which we have examined :—

Basis. Estimate of reserve
stocks (in million
tons).

(#) Difference between mode and maximum/
minimum marketable surplus. 1.60

(¢) Replies to questionnaire (proportion of
normal stocks), 3.40



Location of
reserve -
stock.

"

(#41) Emergency Famine Reserve (Foodgrains
Policy Committee and Famine Inquiry
Commission). 0.50

We have considered the above estimates, but are
not agreed amongst ourselves as to the appropriate size of
the reserve. Bome of us are of opinion that the reserve
may have to be as large as 3 million tons while others
hold the view that a reserve of 13 million tons will suffice.
We are all agreed, however, that a reserve of 1.5 million
tons is the irreducible minimum and it is on this figure
that we base our subsequent calculations.

185, We wish to make it clear that we consider the
figure of 1} million tons as the irreducible minimum
for a national foodgrains rescrve, * We are aware that
the Food and Agricultural Orgamization of the United
Nations have under consideration at present a proposal
for setting up a World Food Board and that one of
its objectives is to establish a world food reserve adequate
for any emergency which might arise through failure of
crops in any part of the world. We . welcome - this
proposal and hope that the Board, when established,
would pay special attention to the requirements of
backward and undeveloped countries. We are of opinion
that a psrt of the reseve held by the Board should be
loceted in India in consideration of her position in
South-east Asia. The reserve held in India by the Board
will however be quite distinct from the minimum national
reserve of 1} million tons, which we have recommended.

186, The reserve stocks should be located at strategic

_points 8o that they can be immediately utilised to

influence the market whenever the need arises. This
implies that sizeable quantities will have to be located at
important centres, both in the surplusand deficit areas, so
as to facilitate both procurement and supply operations.
They may also be conveniently located at the ports
of entry, since the reserve will consist partly of imports.
Since Government will be purchasing all grain offered
to them at the minimum price all over the country in
order-to make the price guarantee effective within easy
reach of the cultivator, its stocks will accumulate at the
selected small market centres. On the other hand,
stocks will have to be maintained in the major consum-
ing areas in order to implement the undertaking of the
State to provide supplies at the maximum price. The
problem of location of reserves in the context of their
maximum effectiveness is thus a complicated one
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and the centres of location should be carefully
gelected after taking into account all relevant considera-
tions.

187. In view of the unequal distribution of stocks in
relation to available storage accommodation at different
centres, tho storage arrangements will "have to provide
for an extra margin over and above the minimum reserve
stocks contemplated. We are of opinion that this margin
should be } million tons and that for accommodating a
minimum reserve of 1} million. tons, storage godowns
capable of accommodating & minimum of 2 million tons
would be called for.

188. The type of storage accommodation required
would depend largely upon the proportion in which the
different grains are held in reserve, the suitability- of
bagged and bulk storage for each type of grain, and the
local conditions in the selected centre. Where bulk
storage is oconsidered suitable, the respective . adva-
ntages of the Khatti type of storage familiar in the
‘U. P. and the elevator type of storage known in
the west have to be examined. In a small centre
soparated from the mandies where the producer hasg

to bring the grain to and move it trom the. depot in

"a bagged condition, the elevator may prove uneconomioal.

Storage
accommo=
dation,

On the other hand, in important port centres where the

turnover is large, the eclevato? type of storage may be
found convenient.

180. We wish to draw .attention in this connection
to the unsatlsfactory position regarding grain' storage
in gerreral in the country.. The State should construct

the storage depots required for its reseve stocks‘at’

its own cost. The reserves held by the State will
however be only a  small fraction of the total' grain
surpluses which come into the market. -:The stora,ge
available for the normal commercial transactions in the
market has been shown to be -unsatisfactory by the

experience during the war. The possxblhty of adopting.

suitable legislation for licensing grain dealers and
requiring them to provide approved types of storage,
and of ‘establishing licensed warehouses under the
auspices of the State as proposed in the draft bill cir-
culated by the Reserve Bank of India deserves to be
explored Such measures would minimise . the losses
‘ariging out of the deterioration of grain- during storage,
and provide negotiable warehouse *receipts which will
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enhance the value of the seourity offered for markes
finanoe.

190. The provision of adequate accommodation at
Railway Stations and main transit points also requires
consideration. It is generally held that the ecovered
accommodation provided by the railways on the goods
platforms leaves much to be desired and that good deal
of damage is caused to the grain by exposure to weather,
and by pilferage at points of despatch or transportation.
We understand that in some foreign countries thern
is a statutory responsibility on the railways to provide
adequate sheltered accommodation for goods in transit
and the feasibility of taking similar action in India needs
to be examined.

1901. The various points connected with the problem
of storage to which we have drawn attention require
detailod investigation. We therefore recommend that
the entire question should be examined by the appro-
priate departments in consultation with the commercial
interests concerned.

192, Even with the best arrangements for storage,

provision will have to be made for the regular turnover

of the stocks so that they may not deteriorate unduly.

The exact method and extent of turnover will naturally

be determined by the peculiarities of each grain and
its capacity to preserve its quality under local climatic

conditions. The details of turnover should therefore be

carefully worked out in the light of the physical and

climatic factors involved.

193. Wenow proceed to make certain tentative estima-
tes of the costs of implementing the price policy for the four
food grains, wheat, rice, jowar and bajra, onthe basis of
maintaining and turning over reserve stocks of the order
of 1} million tons, and of providing storage accommo-
dation for 2 million tons.

194. With regard to the fixed capital necessary for
the cost of construetion of godowns for accommodating
reserve stocks, it may be mentioned that a good deal
of storage accommodation has already been constructed
by the Central, Provincial and State Governments in
connection with their food distribution schemes and
further construction is still in progress. The extent of
godown accommodation available and under construction
may be judged from the following figures given in the
“Food Statistics of India”, (Statement No, CVI),
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Statement showing storage accommodation available
and under construction in various Provinces
and States (in 000 tqns).

Storage accommodation

Prbvince/State. :

ProviNoOES.
Assam
Bengal
Bihar
Bombay ..
C.P. & Berar ,
Madras ..
N.W.F.P.
Orissa
Punjab
Sind
U. P.

Ex]
N
ve

Total Provinces ..

[}
CENTRALLY ADMINISTERED AREAS.

Ajmer-Merwara
Baluchistan
Coorg.
Delhi

Total Centrally

Administered Areas

STATES.

Baroda
Cochin s
Hyderabad ..
Rampur ..
Travancore ..
C. I. States ..
Deccan States
Eastern States
Gujrat States

L2

available, tncluding Storage
both Government owned accommoda-
godowns and those tion under
leased from private construction.
persons. '
Bulk.  Bag. Bag.
] 28 10
. 954 315
.. 45 .o
160 743 93
. 71
90 43
. 27 ..
42 42 17
. 90 .. -100
. i 91 56
. 74 253 ..
375 2,273 705
. 1 2
.. 2 ..
1 1 .
16 10
1 19 12
10 ..
.. 39 9
.e .o 199 .o
.o ‘e 7 .s
.o 53 85 23
e | 16 8
. 8 15 ..
e .e e 12
- 8 11 -



Kashmir .e .

. 16 1

- Khairpur .. .. .. .. 1

Rajputana ., .. .. 13 30

W. 1. States .o 26 158
Total States .. 140 562 44

- GraND ToraL .. 516 2,854 761

The information is not complete and we understand
that the Central Food Department are engaged in col-
lecting more detailed information regarding the storage
accommodation now availablc. For the purpose of our
estimates, the existing storage facilities may well be
ignored, because they are inadequate to meet the present
requirements of the trade itself and Government will in
any case have to pay for utilising such private accom-
modation as may be available. In the circumstances we
have thought it best to base our estimates on the basis
of constructing entirely new godowns for the reserve
stocks to be kept by Government. :

195. Itis necessary to first split up the required accom-
modation of 2.00 million tons according to the proportion
in which bulk and bag storage respectively will have to
be arranged for. On the basis of the proportion in
which grains are at present stored in Government godowns,
it appears that the proportion of grain under bulk storage
to grain under bag storage is in the ratio of roughly
15: 85. It is difficult to say whether the same ratio
will persist in the future, butassumingthat it does, 0.30
million tons of bulk storage, and 1.70 millions of bag
storage, will have to.be provided for.

186. The cost of constructing these godowns may row

be estimated on the basis of the recommendations made

by Dr. F.P. Coyne in his * Principles of Cereal Storage’.

For bulk storagehe recommends the construction of godowns

of the type built at Shamli in the U.P. by private enter-

prise in 1944, but with additional bottom spouts. These

are expected to have a capacity of 1,000 maunds ( =36.7

tons ) and the cost of construction is putat Rs.1/4/- per

maund of storage space, ¢.e.Rs.1,250/- per godown. Since
+the godowns are expected to be roughly 10 feet in height,
the ground area will be of the order of 120 sq. ft. and
the cost of site and levelling may be takenroughly at
about Rs. 6 per godown. With regard to accommodation
for bag storage, Dr. Coyne estimates the cost of cons-
truction of godowns for holding about 267 tons at between
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Rs. 6,000 -and Rs. 10,000. We have taken Rs. 8,000/-
per godown as the average cost. The cost of site and
levelling in respect of each of these godowns may be put
at Rs. 110/- . Using these figures, the fixed capital
required for constructxon of godowns may be estimated as
follows :—

Cost of construction of godowns for holding
reserve stocks

. Cost of eong
Quantity Capacity No. : of . Cost of truetion of ,

of reserve oonstruo.

stocka 805?“ . gcdowns  tion per No.;of go-.

(Million

godown  gowng (Re
tons).

(tona) (B.B )_ cl‘Ol'Gﬂ).

Bulk storage 0.30 36.7 8,174 1,256 1.027

Bag storage - 170 . 267,0 6,367 8,110 5.164

The total cost of construction of- gbdowns will
therefore be Ras. 1.027 plus 5.164=Rs. 6.191 crores, or
about Rs. 6.2 erores.

197. The above figure of Rs. 6.2 crores represents
only a tentative estimate of the fixed capital that may be
necessary. In actual practice the amount required may
be less because in many cases the State may not construct
its own godowns but might otherwise subsidise such
construction or obtain private godowns on lease on mors
favourable terms. On the other hand, it must be re-
membered that the figure of 11 million tons of reserve
etocks which we hrve taken for our calculations is in the
opinicn of some of us on the low side. Further, we under-
stand that there is a difference of cpinion amongst
technicsl experts relating to the estimates of cost put
forward by Dr. Coyne, and that they are considered by
some experts to be under-estimates. The figure of Rs. 6.2
crores may therefore be taken“s a very tentative estimate
which may have to be connlder?bly modified after
detailed technical Investigations are made.

198. The working capital necessary for the purchase
of the reserve stocks will dtpend upon the stocks of each
grain in the reserve and the prices of the different grains.
We may assume for our purpose that the reserve stocks
are split up into the different grains in the proportions of

(11) Work-
ing cap-
ttal,



100

the respective modal values of their production and that

‘the prices in the cases of wheat, jowar and bajra are the

present minimum prices fixed by the Government uviz.
Re. 7-8-0, Rs. 5-4-0, Rs. 5-12-0 per maund respectively,
and in the case of rice, for which no all-India minimum price
has been fixed, Rs. 8-8-0 per maund, i.e. Re. 1-0-0 above
the price for wheat. On this basis, the cost of reserve
stocks will be as under :(—

Cost ot Réserve Stocks.

-

(i17) Opera-
ting costs.

: Quantity - Cost per ton. Value
Crop. of reserve of reserve
stocks Rs. A, P, stocks.
(million tons) (Rs. crores)
Wheat 029 204 2. 5 5.92
Rice 0.95 272 3 7 21.98
Jowar 0.18 - 142 14 5 2.57
Bajra 0.08 156 8 3 1.25
TorarL 1.50 - 3192

Thus the total cost of reserve stocks will be Rs. 31.72
crores, or in round figures, Rs. 32 crores.

199. In the initial years, the reserve stocks will have
to be formed out of imported grain consisting of wheat
and rice. Ifan average price of Rs. 8/- per maund is
assumed for these imports and the entire quantity of
reserve stocks are imported from abroad, the total
cost willamount to a little above Rs. 32 crores. The estimate
of Rs. 32 crores may, therefore, be taken as a reasonable.
estimate of the working capital required.

200. The annual recurring cost of operating the
programme may be taken to -consist of the following
items :— (a) interest on fixed capital, (b) interest on
working capital, (¢) depreciation and maintenance of
godowns, (d) deterioration of reserve stocks, (e) cost of
bags for bag storage and (f) expenses of Staff.

201. We feel that it should be possible to raise the
fixed capital required at a rate of interest which would
conform roughly to that on long-term Government Securi-
ties. During the last decade, this rate has varied
between 339% and 2}9,. If we take 39 for our estimate,
the annual charge on a fixed capital of Rs. 6,2 crores will
be Rs. 18.67 lakhs,



101

202. The interest on working capital may be calculated.
on the assumption that it may be possible to raise the
funds at the treasury bill -rate. The treasury bill rate
Las varied between 39, to }9,during the last three
vears. If $9/ is taken for our estimate, the annual charge
on a working capital of Rs. 32 crores will amount to
Rs. 16.00 lakhs.

203. The depreciation charges on account of godowns
maybecalculatedat 49, of the cost on the assumption that
a godown will last for about 25 years; and the maintenance
charges at 19} of the cost of construction. The annual
charge against these two items will thus be 5%, on the cost
of construction of godowns which we have estimated at
Rs. 6.2 crores, i.e. Rs. 30.95 lakhs.

204. An average loss of between 2 and 3%, may be
expected on account of loss in weight and damage by
damp, weevil attack and vermin, according to the Market-
ing Reports published by the Agncultural Marketing Advi-
sors If an allowance of 239, on the total value of reserve
stocks is made on this score, the annual charge against
this item may be estimated at Rs. 80.00 lakhs,

205. The cost of bags for bag storage may be assumed
to be Rs. -/8/- per bag of 2 maunds, which becomes
.unserviceable after one year. This is slightly below the
current market price of gunny bags. On this basis, the
total annual charge on account of 1.275 million tons of
grain which we estimate may be stored in bags, will
amount to Rs. 86.768 lakhs.

206. We expect that the programme will be worked
through the Provincial and State authorities who will
employ the normal trade channels for the purpose .
of purchase and sale operstions. The rates of commission
which are being paid in some of the Provinces to
purchasing dgents at present are as under :(—

Province. Rates of Percentage rate
Commission. - of Commission.
Punjab. 9.9 pies per md. " 0.52
Sind. 1} anna per md. 0.78
Bengal — 1.00
Assam. 3_annas per md for
7 first 95,000 mds. 1.90
CPp. . 1 anna per'md. 0.63
Bombay. - 6 As. per bag of 182

1bs, 1.70
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(Rates of Commission have been taken from the
Report of the Foodgrains Policy Committee,
pp. 57-60. Percentage rates have been worked
out on the basis of a price of Rs. 10/- per
maund which was roughly the price prevailing
in 1943).

It would appear that 19, on the value of grain
handled would be a fair remuneration for purchasing
agents. Assuming that reserve stocks of the value of
Rs. 32 crores are turned over once every year on an average,
the total annual charge under this head may be
estimated at Rs. 32 lakhs.

207. Since the programme is to be worked through
normal trade channels on an agency basis, the only
staff that is necessary is on account of the centrzl}
enforcement machinery. The expenses on account of
such staff may be estimated roughly at Rs. 3 lakhs.

208. The total annual operating cost of the pro-.
gramme will therefore be as under :— '

Item, Annual Exzpenditure.
(Rs. lakhs)

(4) Interest on fixed capital. 18'57.

(+7) Interest on working capital. 16.00.
(#14) Depreciation and maintenance of °

godowns. 30.95,

(iv) Deterioration of buffer stocks. 80.00.

(v) Cost of bags for bag storage.  86*76.

(vt) Agency Commission. ’ 32.00

(vi¢) Expenses for staff. ‘ 3.00.

TOTAL. 267.28.

The annual operating cost will thus be of the order
of Rs. 2,67 crores. :

209. The aggregate modal production of these oropy
is of the order of 40 million tons and the total valu
about Rs. 870 crores (valued at Rs. 8/- per maund).
With an annual operating cost of Rs.2'87 crores, it is
thus possible to introduce a reasonable degree of
stability in the production of crops worth Rs. 870 crores.
In view of the security that it will provide in the lives
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of the large mass of people in the country whose
fortunes are linked up with these orops, the cost
is small.

210. We wish to make it clear that the estimates of
cost which we have worked out are only tentative and
relate to reserve stocks of only 1.5 million tons. In
times of depression however, stocks of much greater-
magnitude may have to be purchased in order to make
the minimum price effeetive and the cost of enforcement,
may be considerably higher. In certain circumstances
the enforcement programme may also involve losses to the
State. It is however precisely against such oontingencies
that the eultivator needs protection, and we are strongly
of opinion that the State should not then be deterred
from enforcing its prioce policy by purely financial
oonsiderations, '
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CrarTER VII.
Price-Policy for Commercial Crops.

211. Although we give first priority to the fixation
of the prices of food crops, we are not unmindful of the
important position held by commercial crops in the agri-
cultural economy of the country.™ It is true that the
proportion of the total cultivated area devoted to com-
mercial crops is small, but in particular regions thoy
occupy a very important position, and fluctuations in
their prices have a great effect on the.economy of these
regions.> They constitute the basic raw materials for some
of the major industries of the country, and their steady
supply at fairly stable prices is of great significance to
manufacturers, and to consumers of the processed products.
They also include some of our chief articles of export,
and any diminution imr their production will ultimately
react on our -ability to pay for essential imports. A
guarantee of remunerative prices also for commercial
crops is therefore essential from the point of view of all
the interests concerned.

212. The price. policy for commercial crops should be
based on the general principles which we have already
recommended. This implies that pending detailed in-
vestigations into costs, fair prices for commercial
crops should also be determined by -& procedure which
would ensure the maintenance of a parity between prices
on the one hand and the costs of cultivation and the
costs of living of the farmer on the other, the parity being
determined by the relationship which prevailed in the
selected base-period. The appropriate base-period would
vary from crop to crop, since the price-cost relationship
is not equally fair for all crops in a particular period of
time. In the U.S.A., parity prices are calculated for a
number of commercial crops including cotton, tobacco
and groundnuts and different base-periods are adopted
for each. The Agricultural Adjustment Act of 1933
laid down that the base-period for calculating parity prices
for tobacco should be August 1919—July 1929, whereas
for all other commodities the base-period laid down was
August 1909—July 1914. Subsequently, the base-period
for flue-cured tobacco has beon shifted to August 1934—
July 1939, ’

218. The prices suggested by parity calculations
should be suitably adjusted so as to fit in with the general
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policy of the State in regard to domestic industry and
foreign trade. The methods of implementation of price-
policy will also have to take into account the trgde
practices peculiar to each crop. We therefore consider
it a fruitful approach to study previous attempts
at the regulation of the prices of commercial cropsin
this country, and to examine to what extent the existing
schemes are capable of improvement in the light of past
experience. For this purpose, we review the schemes of
regulation in respect of jute, cotton and sugarcane, ail of
which have been subject to price-fixation for some time.

214. To take jute first, even as early as 1932-33, the
Government of Bengal had attempted to persuade the
cultivators by propaganda to voluntarily restrict the
acreage under jute in order to meet the situation created
by the depression. This voluntary campaign was not
however much of a success, as may be seen.from the fol-
lowing table given by Dr. Burns in his  Technological,
Possibilities of Agricultural Development in India’,

(p. 38):

Secson.  Extent of voluntary reduction Acreage sown
advised by Government. tn Bengal.
(‘0G0 acres)

1934-35. nil. . 2,348,
1935-36.  5/16th of acreage in 1934-35. 1,918.
1936-37.  1/3rd of acreage'in 1934-35.©  2,251.
1337-38.  3/16th of acreage in 1934-35. 2,209.
1938-39. Same as in 1937-38. 2,522.
1939-40.  2/16th of acreage in 1937-38. 2,550.

The cultivators generally were inclined to sow more than
the acreage advised by Government.

215. With the outbreak of the war, the trads in jute
products with France, Germany, Belgium, Italy and other
European countries practically coasod, and this meant
& loss of about 569 of the pre-war export market for these
commodities. On the other hand, in 1940, an -@xcep-
tionally large erop of 13.2 million bales was harvested
because cultivators grew as much as possible in the expect-
ation that licensing legislation would be passed in the fol%o-
wing year and that the licences would be based on the
acreage sown in 1940. As a result, a slump in prices was
threatened. For some time, the Government of Bengal
tried to support the market by open market purchases,
but iater abandoned their plan when the Indian Jute

(f) Jute
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Mills Association-agreed to a scale of minimum buying
" prices. In December, 1940, a conference was convened
by the Government of India to devise ways and means
for avoiding a fall in jute prices. At this conference,
the Association agreed to recommend to its members
the adoption of a buying programme upto specified
‘quantities according to & fixed time-table, and any de-
ficiencies in their purchases were to be made good by
corresponding purchases by the Government of Bengal.
In actual fact, though the purchases made under the pro-
gramme fell short of the stipulated quantities, no further
action was found necessary as the announcement itself
acted as a steadying influence on the market and the heavy
buying by middlemen and doalers supported the prices.
The mills who were first hesitant about the buying pro-
gramme found that they had made a profit as they had
“ purchased "their stocks at a price which turned out to be
‘Yow in the hght of subsequent developments.

.216. Thesa were however only temporary expedlents
-and it was recognised that more drastic action was re-
quired to restore the balance between demand and supply.
In 1940 therefore, the Jute Regulation Act was enacted in
‘Bengal and it was followed by the Bengal Raw Jute
Taxation Act of 1941. Undor the latter Act a small
cess was placed on jute equivalent to two annas on
every maund of raw jute purchased by a mill or
sent outside Bengal. The proceeds of this cess paid
for the jute regulatlon staff who were charged with
the duty of issuing licences for the cultivation of jute
and of seeing that the acreage sown did not exceed
the maximum acreage permitted under tho licence. The
‘standard acreage’ under jute was declared to be 5,399,285
scres. On the basis of an estimate of probable world
demand, maximum acreage was to be fixed in advance
of each season by the Government and a flat proportlonato
reduction was to be applied to each individual grower’s
acreage. _The following table compares the  acreages
licensed w:th those aotually sown :—

Bengal ‘
Season. Aereage licensed. Acreage sown.
(000 acres) (000 acres)
1941-42 1,634 1,533
1942-43 - 3,190 2,704
1943-44 2,559 2,146
1944-45 2,563 1,694
1045-46 2,547 2,018

(Source: Indian Central Jute Committee).
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The actual acreage sown has generally been below the
licensed acreage, as price factors have been relatively
more favourable to rice.

217. As a result of the increased demand for jute
manufactures on the part of the U.K. and the U.S.A,,
coupled with the regulation of acreage, the prices of raw

_jute have shown a steady increase since the inception of
the scheme as may be seen from the following table :

Harvest prices per maund of raw juté :

‘ Rs. Aux. Ps,
1940-¢1 5 6 ¢
1941-42 7 2 8
1942-43 10 10 ©
1943-44 11 14 0
1944-45 14 15 1

(Sources : 1.C.J.C. for 1940-41 to 1943-44, The
figure for 1944-45 has been worked out.from
harvest prices given in the Indian Trade
Jounral). o '

218, Maximum and minimum prices of raw jute were
fixed by the Government of India from time to time,
the last notified prices ranging between Rs. 114/- per bale
(Rs. 23-7-3 per maund) minimum and Rs. 125/- per bale
(Rs. 23-11-5 per maund) maximum for Dundee first and
Rs. 72-15-0 por bale (Rs. 15-0-4 per maund) minimum
and Rs. 82-10-0 per bale (Rs. 16-15-9 per maund)
maximum for white Jat Middles. Maximum prices of jute
goods were also fixed ‘at appropriate levels. - The
problem during the war, broadly speaking, was regarded
as that of preventing prices from going above the maxi-
mum levels. Complaints were voiced that maximum
prices were not always effective in respect of contracts
entered into by foreign buyers who in the absence of price
control in their own countries could afford to offer higher
prices. A measure of control over such developments
was however exercised by export allocations on a pre-
war basis, first by the Combined Raw Material Board,
and subsequently by the Government of India. Recently,
the controls over the internal and export prices of jute
have been withdrawn and at present, only quantitstive
control of export remains coupled with an enhanced
export duty.

219. We hope that the jute industry is alive to its.
- post-war problems, aud that steps are being taken to
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plan the output of raw jute. The jute.industry did not
feature amongst the industries selected for enquiry by
the Panels set up by the Planning and Development
Department of the Government of India, but the Indian
Central Jute Committee has recommended a target of 10
million bales per annum in the immediate post-war period.

220. With regard to cotton, the declaration of war
had at first a bullish effect on the cotton market and
upto 1941-42 the acreage increased in spite of the ner-
vous feeling caused by the loss of some European markets,
The-average price obtained for cotton in the first two years
of the war showed an increase as compared with 1937-38
and 1938-39. The mill consumption of Indian cotton
also showed an upward trend. The position deteriorated
bowever in 1941-42 when the Far Eastern markets were
lost as a result of the entry of Japan into the war. The
cotton crop for 1941-42 was unusually large, being esti--
mated at 6.13 million bales as compared with 6.08 million
bales in 1940-41 and 4.91 million bales in 1939-40. To
meet the situation the Indian Central Cotton Committee
appealed to all Provincial Governments and States to
reduce the acreage under short staple cotton by at least

half. :

221, During 1942-43, the position of cotton under-
went a change for the better. The ‘ Grow More Food ’
campaign was meeting with an increasing measure of
success, and the area under cotton was reduced by 22
per cent and the yield of cotton was 26 per cent less than
the corresponding figure for the preceding year. The
domestic mill industry also was expanding as a result of
the wartime demand for piece-goods. These favourable
influences gradually raised the price of cotton. The
quotation for the Indian Cotton Contract (Jarilla) rose
from Rs. 318 on 31st of August, 1942, to Rs. 637 on the

12th of March, 1943,

222, It was against this background that the Cotton
Control Policy of the Government was evolved. The
Government aimed at maintaining the price of cotton
within stated floors and ceilings for different varieties.
By the Cotton (Forward Contracts Current and Options
Prohibition) Order, the Cotton (Forward Contracts in
Current Crops Prohibition) Order, and the amendments
to these orders, forward trading in cotton was confined
to delivery contracts and on May 21, 1943, the Govern-
ment announced the rates at which contracts remaining
open were to be liquidated. For the Indian Cotton
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Contracts in the Bombay Market, the rate at which the
contracts were to be liquidated was fixed at Rs. 568/-
for July delivery, but Government made it known that
the fair price for the same quality would be Rs. 550/-
and advised the mills not to pay more than that price.
Fair prices for other qualities were also indicated, rang-
ing form Rs. 315/- per candy for Bengals to Rs. 760/-
for Combodia and Punjab American 289 F. As these
regulations led to satisfactory results, in October, 1943,
the Government of India excluded the Indian Cotton
Contract from the Cotton (Forward Contracts and
Options Prohibition) Order, 1943, and permitted the re-
opening of trading in cotton futures in the market of the
East India Cotton Association, Bombay. '

223. The ° ceiling and floor prices ’ have been modified
from time to time, and for the 1945-46 season stood at
Rs. 530/- and Rs. 3560/- respectively, per candy for Jarilla
Cotton. The floor prices were fixed at a level designed
to induce the cultiyator to reduce the area under cotton
in favour of food crops. In response to representations
that this floor was unremunerative to the growers, the
floor has recently been raised to Rs. 430/-.

224. It may be noted that Government have under-
taken to buy cotton whenever prices showed a tendency
to fall below the fixed minimum prices. During- March-

- April, 1944, cotton prices declined precipitately up-country,
particularly in the Broach district. Although the Indian
Cotton contract in the Bomba}y Futures Market had not
reached the floor level, Government intervened imme-
diately in the market in Broach district, and purchased
cotton on their own account. Later in April, when the
Indian Cotton control touched Rs. 418/- May delivery,
Government purchased Jarilla $” staple in Bombay
snd in up-country centres on the basis of Rs. 410 per
candy ex-godown Bombay, American seed styles in
Sind and Punjab and Hubli-Jayawant in the Compta
District. In June, 1944, when the I.C.C. July delivery
fell toRs, 400/-, Government purchased all varieties of cotton
tenderable against the contract at rates based on the
tendering differences fixed by the East India Cotton
Association for May delivery.

225. Owing to variations in outturn of lint from
kapas, and variation in the quality of that lint, it was not
found possible to purchase kapas (seed cotton ).
Only full-pressed bales were purchased. The purchases
were carried out through 18 agents in Bombay and 21
agents in Karachi, subject to adjudication on the quality
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by ad hoc committees in both centres. Government until
the end of 1945 sold only such varieties as were in short
supply. In December, 1944, Broach Cotton was in short
supply and Government began selling their holdings
of Broach Cotton to the mills and these sales continued
during January and February, 1945. Towards the end
of 1945, the reduction in cotton produetion began to
affect supply to the mills and Governmant defined thoir
selling policy, as follows :— )

(+) Bales were to be made only in a manner which
was compatible with the Government’s price
policy, and ’ ' )

(#4) sales were to be made as opportunity occured,
to liquidate the Government’s stocks of
raw cotton.

In. other words, Government would always be willing to
meet & demand but would not force cotton on an un-
willing market.

226. The measures generally taken to reduce the
acreage under short-staple cotton consisted of sub-
sidies to cultivators for diverting land from short-
staple cotton to food crops,and the curtsilment of irris
gation facilities for cotton. In some Provinces like
Madras, cultivitors were required to plant a certain num-
ber of rows of food crops for a given number of rows of
cotton. In Bombay, Government laid down a maximum
proportionate limit to the acreage under cotton. There
‘'was no statutory regulation of acreage for cotton, as for
Jute in Bengal, but the I.C.C.C. recommsnded an all-
India tsrgot acreage of 16.2 million acres for 1945-48,
and 14.4 million acres for 1946-47.

227. Besides price-regulation and reduction of acreage,
Government also resorted to regulation of exports of
both raw cotton and cotton cloth by allotting quotas.
During the 1945-46 season, an overall limit of 800,000
- bales was set to exports of raw cotton, and when in May,
1948, this figure was reached, further exports were pro-
hibited. Recently, the export of cotton stapling 11/16~
and over was prohibited, and a limit of 200,000 bales was
set to exports during the first four months of the 1946-47
season, apert from the export of 3 lakhs bales to Japar,

228. The post-war plan for the cotton industry re.
commended by the Cotton Textiles Panel set up by the
Planning and Development Department of tho Govern-
ment of India envisages the expansion of the current
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mill production of 4,800 million ysrds per annum to
6,500 million yards per annum in the future, ¢.e. an in-
cresse of sbout 34%,. This will call for a correspondin

increase in raw cotton production. -

229 With respect to sugarcane, the Sugarcane Act
was passed by the Central Government in 1934, empower-
ing local Governments to prescribe minimum prices
for cane intended for-use in sugar factories and to control
the activities of various intermediaries so that a subs-
tantial portion of the price paid by the factories may
reach the grower. The- U.P. and Bihar (Governments
utilized these powers and from 1934-35 to 1936-37, cane

prices in these provinces were linked to sugar prices by-

a sliding-scale system, the percentage share of the cul-
tivator in the price of sugar decreasing with increase
in the value of the latter. In March, 1937, there was
a bumper crop and consequently sugar prices declined and
it became uneconomic for the factories to érush cane at
the prescribed minimum prices. To tide over the situs-
tion, the sliding scale system was abandoned, and the rules
were relaxed-in favour of factories which bought their
cane frorm out-stations. For the 1937-38 season, non-

varying minimum prices .of 5} As. per maund for cane .

dolivered atfaotory gafes and 5 aAs. for cane delivered at
out-stations were fixed. During the next year, a schedule
of minimum prices varying inversely with the "distance of
the source of supply from the factory was prescribed. -

235. 1n 1938, the U.P. and Bihar Governments assymed
more effective control over the industry through their
Sugar Factories (Control) Acts. These included pro-
visions for the following :— :

- (+) Prohibition of the erection. of new  sugar
factories or of the extension of existing fae-
tories except by licence; ; :

- (t¢) establishment of a Sugar Control Bosrd;

(s43) reservation of cane areas;- .

(iv) fixation of cane prices;

(v) regulation of output of factories; and .

(vi) imposition of & cess on sugarcane.

"281. The provision regarding licensing of new ‘faé-
 tories and extension of existing ones also provided for

compulsory membership of the Indian Sugar Syndi-

cate. The Syndicate wes originally formed in 1936-37
when sugar prices were folling to uneconomic levels and
it ked Lelped to stabilise prices. It was now recognised

(454) Suger,
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8s the sole organisation for the sale of all sugar produced
in the two Provinces and initially was given a free hand
in the marketing of sugar and in the fixation of sugar
prices. The provisions regarding licensing also mncluded
a clause fixing the quantity of sugar that could be manu-
factured by the factory during the period of the licence,
which covered one crushing season.

232. A Joint Sugar Control Board was set up to sd-
vise the Governments regarding- the sdministration ot
the Acts. The provisions regarding the regulation of cane
supplied to factories were administered by Cane Com-
missioners who were authorised to reserve areas for indi-
vidual factories. Purchase of cane from a factory’s.
reserve area by another factory was made punishable
under the Acts. Cane Cooperative Societies were also
organised to supervise the orderly marketing of cane
and by 1938-39, the cane supplied by these Societies
in the U.P. accounted for nearly half the total quantity
crushed by the factories in the Province. :

233. The rules made under the Sugar Factories (Con-
trol) Act, 1938 by the U.P. and Bihar Governments
_required the factories to accept all the quantity of cano
offered up to the sanctioned crushing limit. A limit
was also placed on the amount which each individual
producer could require a factory to accept, by stipulat-
ing that cane growers and Cane-Growers’ Cocperative
Societies in a reserved area were entitled to offer cane
during a given season only tp to the quantity produced
on one-third of the land suitable for sugarcane oultiva-
tion out of their holdings.

- 234, . In spite of these new powers, the 1938-39 season
led to other complications. The crop was very poor,
and the prices of both gur and sugar rose. . The minimum
prices of cane for the season had been fixed on the assump-
tion that sugar prices would be about Rs. 9 per maund.
. When sugar prices touched Rs. 10/4/-, cane prices re-
mained out of parity and it became more remunerative
to turn to gur-making. While a  maximum limit was
placed by the rules made under the Act of 1938 to the
quantities. of cane which the oultivator could offer for
sale, there was no rule requiring him to offer cane up to
s minimum quantity and he was free to convert as much
.of the cane into gur as he chose. The cane prices had
then to be increased by 1 to 1} As. per maund. ‘This
experience led in 1939-40 to a revival of the sliding- scale
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system, the scale now being more favourable to the cul-
tivator when the prices rose. The result was that the
cane was diverted from gur-making to the factories, and
as they were not able to absorb the increased supply,
the minimum prices had to be reduced.

235. Important amendments in the legislation rels-
ting to sugarcane in the U.P. and Bihar were made by the
1940 Amending Act. This Act constituted a Sugar
Commission which was to be the final authority on all
matters connected with the production, sale and prices
of sugar, subject of course to the final authority of Govern-
ment. The Act also provided for a deferred price for cano
when the sugar price rose¢ above the basic level.

236. The next year revealed a considerable increase
in the area planted with cane, an as it was anticipated
that factories might be swamped with cane unless sale
to them was made less profitable, the sliding scale system
was abandoned for a second time. A fixed non-varying
minimum price of cane was fixed, although the price
of sugar was raised to Rs. 9-12-0 per maund. About
the same time owing to the secrious difficulties which
the Indian Sugar Syndicate encountered in tho disposal
of the sugar produced by the U.P. and Bihar Sugar Fac-
tories, the two Provincial Governments had to extend
control over the internal working of the syndicate. '

237. Since 1942, the sitiation has been dominated
by the sugar price control instituted by the' Sugar Con-
troller for India, who exercisos an overall control on
the system outlined above. There is no chango in the
method of enforcoment of cane prices, but tho prices of
manufactured sugar sand the movement of sugar  are
controlled on an sll-India basis. Tho salient feature
of the present systom is tho fixation of a uniform. ex-
factory price for sugar of a specified quality. “All fac-
tories situated in high cost aroas aro allowod spocial con-
cossions, such as the benefit of froight advantage in the
price of sugar and subsidies on the prices of cane. The
Indian Central Sugar Committeo state in reply to our
questionnaire that the freight advantage works out to
Rs. 1/8/- por maund in respoct of mills in the N.W.F.P.
and Rs. -/12/- per maund in respect of mills in Bengal.
The system has worked woll on the whole, but cdm’plaints
have been voicod on some occasions that sugar prices were
fixed at such levels that the corresponding prices for cane
were not sufficiently attractive to the cultivator in com-
parison with the prices of food crops. It is noteworthy
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that recently Government have also fixed gur prices
and have notified a whole-sale price of Rs. 10/8/- per
maund. '

238. The Post-War plan for the Sugar Industry,
rocommended by the Sugar, Alcohol and Food Yeast
Panel set up by the Planning Departmont of the Govern-
ment of India contemplates a target production of 16
lakh tons per annum as against the average annual produc-
tion of 12 lakh tons during the period 1939-40 to 1944-45.
This would call for a correspondfng increase in the out-
put of sugarcane.

239. This survey of the attempts made in the past
to support the prices of commercial crops indicates the
factors which need to be taken into account and the
directions in which modifications may be called for, while
applying the general principles of price policy recommend-
ed by us to individual commercial crops.

240. The target of production or acreage should be
one of the important factors to be considered in the fixa-
tion of prices. It should be fixed at a level which will
meet the demand for domestic consumption and exports.
This will depend on factors such as the capacity of the
manufacturing industry, the demand for the final products
at home and abroad, and the carry-over frcm the previous -
yoars. Exports will have to be planned with reference to
the prices obtainable for them and the need for earning
foreign exchango to pay for essential imports. In plan-
ning the distribution of the production amongst the domes-
tic industryand theexport market, the general policyshould
be to export manufactured and semi-manufactured goods
in preference to raw materials. These considerations
kave already been taken into account to some extent
in the course of the past regulation of prices of commer-
cial crops. Sugarcane prices, for instance, have been so
fixed as to induce the growers to sell sufficient cane to
the sugar factories to enable them to maintain a speci-
fic output. In the case of jute and cotton, a reduction’
of the existing production appears to have been aimed at
rather than any specific target of production. We
recommend that in future, specific targets of acreage
should be decided after taking into account the quanti-
ties required for domestie industry and for export. Price-

* policy should be oriented to secure the desired trends in

production and if possible approximately to attain the
targets, . '
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241. In addition to the targets of production in res-
pect of each individual crop, regard must also be had
to the acreage under commercial crops in the aggregate.
Food and commercial crops are competitive to some ex-
tent and prices have to be so fixed as will bring about an
appropriate distribution of the cultivated srea between
- these two major categories of crops. In the context of
the present difficult food situation, this implies that the
prices of commercial crops should not be so high as to
encourage any diversion of land away from food crops,
This consideration was very much to the fore in the
decisions of Government during the war regarding the
relative prices of commercial crops and food crops. Jute
and cotton interests have always complained that the pri-
ces of raw jute and raw cotton have been fixed at such low
levels that diversion of acreage to food crops was inevi-
table. It has been pointed out that the actual acreags
sown to jute in Bangal has been consistently below the
licensed acraage because the price factor has been
favourable to paddy. A recent enquiry into the relative
costs of production of jute and paddy carried out by the
Economic Reswarch Section of the Indian Central Jate
Committee also supports this view. While the food
emergency necessitates all possible measures for aug-
menting food supply in the short period, it has to be
rezlised that €he area under commercial crops has al
ready undergone considerablereduction, and any further
reduction may have prejudicial effects on our domestio
industry and foreign trade,, We recommend therefore
that as a long term policy, food production should' be
expanded by bringing new areas under cultivation and
taking measures tc increase the yield per acre, rather than
by diversion of acreage undsr commercial crops, and that
tho relative prices of food crops and commercial crops
should be fixed at such levels that they wi'l evoke the
desired targets of production.

242. Another important factor which needs to be taken
into 4ccount is the relationship between the prices of the
primary raw materiais and those of the finished products
manufactured theretrom. In some cases, particularly
if the tinal products are sold mainly in the internal mar-
ket and enjoy a certain degree ot protection against
imported goods, the prices ot raw materials can be tixed
first and those of the manufactured products adjusted
accordingly. This is also possible in the case of products
intended for an export market if the country enjoys a
monoply in such produects, although even then limits are
set by the competition offered by substitutes, It is not
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however possible to follow this procedure, if the manu-
fuctured products have to face a competitive market.
In such cases the prices of the raw materials will have
to be fixed on the basis of the market prices of the manu--
factured products. The prices of commercial crops and
those of the products manufactured therefrom are thus
connected in a two-way relationship, and prices can be
fixed with reference to either end according to the degree
of compotition which the manufactured product has to
face, 'The procedure of first fixing the prices of raw
materials and thon adjusting the prices of manufactured
products 1n sccordanco therewith has been applied in the
cage- of sugarcane in the past. In the case of cotton,
the prices of cloth have been fixed on the basis of what
the market will bear and the prices of raw cotton have been
later adjusted to them. In the case of jute, the steady
upward trend of demand during the war and the monoply
position which India holds in this crop have encouraged”
a tendency to first fix the prices of manufactured goods
and then adjust the prices of raw jute accordingly. In
fact, the problem of raw jute prices has been viewed
mainly as one of securing for the cultivator a reasonabls
share in the prices of the manufactured products exported
abroad. Each crop calls for special troatment in the
light of its peculiar circumstances and we recommend that
these may be given due consideration in the fixation of
prices. We wish to emphasise however, that care should
be taken to see that prices are not kept at unduly low
levels for any reason.,

243. The enforcement of price policy also will call for
measures appropriate to the case of each crop. Such
factors as the degree of perishability, the nature of the
semi-manufactured product, the financing of the trade
and the type of marketing organisation need to be
examined carefully before methods of enforcement are
decided upon.

244, In the case of perishable crops which call for
immediate sale, statutory minimum prices enforced by
Government supervision will alone be effective. This
will mean that it will be an offence to pay the grower
a prico which is lower than the price fixed. Sugarcano
prices are regulated in this way in the U.P. and Bihar.
The prices fixed are enforced through an official machinery
headed by the Cane Commissioner, and orderly marketing
is ensured through the Sugarcane Growers’ Cooperative

‘Societies. If statutory minimum prices are fixed for the

raw product, the manufacturer will have'to be allowed
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.an appropriate price. for -the finished product. Since
it would bo unfair to saddle the manufacturer with the
responsibility of taking over all the quantity offered to
him at the minimum price, it would be necessary to limit
the quantity of raw produce which the manufacturer
is obliged to buy. In the U.P. and Bihar, the prices of
sugar also aro regulated in addition to the prices of cane
and sn upper limit is set to the quantity of cane which
each grower or Cooperative Society can sell to a parti-
cular factory. The principle of regulation by statutory
prices is capable of application® at the primary stage,
only if & suitable official machinery is sot up to check
abuses. Since the maintenance of a large inspecting staff
is apt to be resented, we recommend that this method
ghould bo sparingly used.

245, Another method of-implementing price-policy is
to undertake purchase and sale operations under the
auspicies of the State. In recent years, prices of baled
cotton were maintained between specified ‘floors’ and
‘ceilings’ by undertaking operations of this type. In
" other words, the method which we have reccommended for
food crops was applied to cotton, not at the primary stage,

but at an intermediate, processed stage. Such operations
however must be accompanied by measures which would
ensure that the cultivators, in their turn, are paid prices
- which are in conformity with those obtained by the sellers
of the processed products. The purchase and sale opera-
tions carried out by Government in-respect of cotton
have so far been confined mainfy to Bombay and Karachi,
excopt for a few occasions when purchases were also made
at cortain up-country centres. The price policy of the
Government has thus been effective only at a few centres
and prices in other areas have remained out of alignment.
Since the buying programme was restricted to purchases of
the processed product, complaints have also been voiced
that it benefited the intermediaries and speculators
instead of the cultivators. We recommend theiefore that.
when purchase and sale operations are undertaken, they
ghould be carried out at all the important market contres
and adequate measures should be taken to ensure thst
thelr benefits reach-down to the actual cultivator.

246, Instead of the State intervening directly in the
market, it may be possible to induce the trade to create
& marketing organisation of its own which would purchase
the raw produce from the cultivators, hold stocks of the
. commodities at some appropriate stage in the process of
marketing and sell from stocks in the market, so as to
maintain prices within the range fixed by the State. The
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. State could then supervise the activities -of such a body
and compensate it for any losses that it may suffer on
account of tho prico policy of the State. This method
has obvious possibilitios, and wo commend it for further
consideration.

247. The processing industries may also be required
by ldgislation to hold stocks at a particular level in ths
interest of the price policy. -Even if the stocks he higher
than what they are likely to hold on their owa initiative,
they should have no objecticn to falling in with such
legislation, provided they are corapensated for thair axtra
cost in holding these stocks. This will however call for
the appraisal of the ‘normal’ stocks Lold by industry
which may lead to difficulties. The implications of this:
method should be examined further,

248. The price-policy needs to be supported in certain
cases by methods of quantitative regulation. While
the fixation of prices may sucoceed in attaining the targets
of production, it may not by itself bring about the desired
allocation of production between the home and foreign
markets. Quantitative control would then bea valuable
aid. Such controls have beep widely used by Governinent
during the war, and are still in operation. In the case ot
raw cotton, there is a definite policy of laying down export

- quotas in respect of specified varieties. In the case of
sugar, steps have been taken on certain occasions to assure
each factory of aregular supply of the raw material, e. g.
by prohibiting the manufacture of gur in the reserved
areas. Exports of cotton and jute manufactures and of
sugar are controlled by means of licensing and quotas.
We recommend that quantitative regulation of domestio
industry and foreign trade should be continued in order
to reinforce price-policy.

249, Theregulation of acreageis alsoof great import-
anco. The three crops reviewed by us have all been subject
to some measure of crop regulation in the past. The control
of acreage has been enforced in Bengal in the case of jute
through a licensing system which limits the acreage under
jute of each individual grower. There has been no such
close regulation of acreage in the case of cotton but steps
have been taken to generally discourage the cultivation
of short-staple cotton, and the Indian Central Cotton
Committee has been recommending acreage targets. In
the case of sugarcane, although its acreage is not subject
to overall regulation, the reservation of cane areas does
in fact limit the acreage from which a given sugar factory
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can draw its supplies, since though it can still buy from
non-reserved areas it cannot buy from the areas reserved
for other factories. In view of this experience, we recom-
mend that the regulation of acreage should be used as
8 resorve power when regulation of prices alone is not
offective. Through regulatlon of acreage, supplies can be
restricted or expanded at the source in accordance with
the requirements of domestic industry and export.

250, We recommend that the above principles of
policy should be applied in the first instance to cotton,
jute, and sugarcane and extended subsequently to other
important commercial crops such as oilseeds and tobacco.
The existing schemes of regulation should be oriented,
as conditions permit, on the lines suggested by us and they
may ultimately be administered by the same machinery
which administers the schemes for food crops.

Application
of poliay,
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CrarTER VIIT
Price-Policy for Aﬁmal Husbandry Products.
351, The production of animal husbandfy prodﬁcts
like milk, eggs and fish is relatively more deficient to the

requirements of the population than agricultural products.
It is estimated in the I. C. A. R. Memorandum that while

cereals and pulses need to be increased by 10 and 20 per

cent, respectively, the production of milk, eggs and fish,
needs to be increased by 3009, each, if a balanced diet is
to be provided. If the necessary expansion in production
is to be brought about, it is essential that animal husbandry
should be established on a remunerative basis and that
the prices of these products should be supported at a level
which will induce the producers to expand their output.

. 252. We feel it would be convenient if we were to first
survey the position in respect of particular products such
as milk, fish and eggs, so that it may enable us to formulate
general principles of price policy applicable to animal
husbandry products as a whole. These products are
protective foods and hence are of vital significance to the
dietary of the population. They are also utilized to some
extent in the processing industries and create problems
in & way similar to commercial crops. Their distinctive
characteristic, however, is -their extreme perishability -
which profoundly influences the price-policy evolved for
such products.

253, To take inilk first, it is generally accepted that

-milk production in India is not sufficient to meet the

minimum nutritional requirements of the population.
The annual net production of milk from cows, she-buffaloes
and goats has been estimated in the Report on the Market-
ing of Milk (1941) of the Agricultural Marketing Depart-
ment at 23 million tons. The consumption per capita varies
from 18 oz. in Sind to as low as 1.8 0z and 1.3 0z. in the
C.P. and Assam, respectively, whereas nutrition authorities
generally consider 8 ox. as the minimum adult requirement
for 8 balanced diet.

254, The low per capila consumption of milk is to be
attributed not only to the low level of production but
also to the high price at which milk is marketed. The price
of milk at present is beyond the means of the ordinary
consumer, the price in Calcutta and Bombay being actually
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higher than that in England. The price is high
however not because the producer makes an undue profit,
-but because with the small unit of production the .costs
of production are high. The spread between the producer’s
rice and the consumer’s price is also unduly large because
of the high costs of transport and distribution and it is
estimated that the producer gets only 679, of the price
paid by the consumer. A large part of the milk produced
has to be consumed locally due to the lack of sufficient
facilities for transport. Since fermentation starts rapidly
under Indian conditions and milk cannot be kept in a
raw state for longer than 5 to 6 hours, only, 279, of the
milk produced is consumed in fluid form while the remain-
der hss to be converted into milk products; mainly ghee. -

255, The problem is two-fold. Firstly, it is
necessary to take measures to increase production. The
care of cattle including better breeding, better feeding and
oontrol of disesse, will in the long run reduce the costs
of production per unit and expand production. This
may be best secured by the establishment ot dairy tarms
under proper standards of management and hygenic
ocontrol. The guarantee of an assured market for fluid
milk at a price which will provide the producer a higher
income than what he gets at present by converting his
milk into ghee will be another and the most effective
incentive to production. Secondly, steps must be taken
to provide rapid and refrigerated transport from the
areas of production to the centres of consumption, so as-
to reduce wastage and keep 'down the cost of transport,
to make arrangements for processing where necessary
and to reorganise the machinery of distribution.

256, The problems of milk and milk._products call’
therefore for the setting up of two different types of machi-
nery, one, for securing an increase in production and the
other, for regulating transport, processing and distribution.
The two organizations should work in close co-operation
with each other so as to secure for the producer a remunera-
tive price and make milk available to the consumer at a
price within his means.

257. An illustration of the type of machinery which
would be suitable for this purpose is provided by the
scheme for the merketing of milk in Bombay City, which
we understand is under consideration by the Government-
of Bombay at present. The scheme contemplates the
setting up of two bodies, a dairy corporation for organizing
increased production and a marketing board for arranging



122

for efficient procurement and distribution. The first
body is to be a limited liability company, a majority of
its shares being held by Government and the rest by the
public. The dairy corporation is required to establish, as
quickly as possible, farms capable of producing specified-
minimum quantities of milk per day. The entire quantity
of milk produced by the corporation is to be taken over
by the marketing board, which will be appointed by
Government and financed mainly by _grants-in-aid from
Government, and partly by fees and funds levied in con-
nection with licences, etc. The board is to be the only
wholesale distributor of milk in Bombay. It will draw its
supplies from the production of the dairy corporation, the
creameries in the suburbs, and the dairy farms estab-
lished by other bodies, and pay a remunerative price to
the producers. Within the limits of Bombay city, the
board will be empowered to set up processing centres
where the milk obtained from different sources will be
tested, and if necessary, put in cold-storage hefore distri-
bution. Distribution in the city is to be handled by the
board through its own retail shops or kiosks or by dealers
licensed by the board. The board will encourage the
organisation of producers into co-operative societies and
set up in the producing centres machinery for manufac-
turing powdered milk, s0o as to cope with seasonal over-
production and difficulties of transport. The provisions
relating to the determination-of prices are not clearly
stated in the Bombay scheme but they are presumably
left for negotiation later between the marketing board
and the producers.

258, The Bombay scheme thus. incorporates the fea-
tures of (a) monopoly distribution within a small area,
(b) control over a substantial propertion of the total
supplies, and (c) the establishment of facilities for proces-
sing surplus produce. We recommend that schemos on
similar lines may be undertaken for all predominantly
urban areas.

259, Even though measures are taken to increase
production and to ensure efficient distribution, it is the
opinion of experts that the price of milk will continue to
remain at a level which will be beyond the means of
low-income consunlers. We recommend, therefore, that
in view of the vital importance -of milk as a protective
food, the State should subsidize the sale of milk to the
vulnerable classes of the population. The distribution
of milk to children under two yoars of age and to expectant
mothers at half the market-rates is already in force in
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Bombay city and the scheme is operated through a system
of milk ration cards which entitle the holder to a maximum
of 8 oz. per day. It should be pussible to operate similar
schemes all over the country and extend the benefita to
children of school-going age and to the sick. Apart from
the beneficial effects that such schemes will have on the
health of the people, the subsidisation of milk will create an
assured demand for 8 part of the supply and exercise a
stabilizing influence on the market.

260. _The total annual production of fish was estimated
in the Report on the Marketing of Fish of the Agricultural
Marketing Department (1941) at 659,000 tons, about one-
third being fresh water fish and the remainder sea-fish. On
8 per capila basis this amounts to 3 to 4 Ibs. per annum f1.e.
less than 0.2 oz. daily. On the other hand, according to
nutrition experts, the desirable intake by fish-eaters who
consume little milk or meat is 2 to 4 oz. daily. In most
parts of the country there is no prejudice against fish as an
article of diet and there is considerable room for increase
in its production. The Fish Sub-Committee of the Policy
Committee on Agriculture, Forestry and Fisheries has
estimated that fish production should be increased at
least 10 to 11 times of its present figure.

281, At present the retail prices of fish are fairly high
but even so the fishermen’s share threin is hardly 409, in
most cases. Since fish are a highly perishable commodity,
the fishermen are unable to hold out for a higher price
and hasten to get it off their hands as quickly as possible.
As the I. C. A. R. Memorandum points out, the problem
is not so much that of catching fish as of gutting them
while in transit and conveying them as quickly as possible
to ports where they can be kept in cold storage pending
consumption. Even at consuming centres, chilled room
facilities are practically confined only to Bombay and
fish are nct stored for more than 24 hours. In the circums-
tances, the fisherman has either to market the fish as
dried fish, or accept the best terms he can.get from the
middlerman. Moreover, the constant bqrrowings by
fishermen from moneylenders and their obligations to the
owners of boats and nets weaken their bargaining position
and enable .the middlemen to purchase the catches at
prices much below the prevailing market rates. In some
cases, asin Bombay, middlemen enter into annual contiacts
\fith fizhermen to buy the catch at agreed prices irrespec-
tive of the fluctvations in market prices. In respect to
‘th?ll‘ sales, the middlemen often form a ring and charge a
price based on what the consumer can afford to pay.

Fish.
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Fish have been known to have been thrown back into the
sea if the catch was too large and likely to lower prices
and roduce the profits of the middlemen. Owing to
these conditions, the position of fishsrmen is extremely

precgrious and they have little incentive to increase the
catch. - ‘

262, The main difficulty in the case of fish is thus one
of organization and 1t can be best solved by the organisa-
tion of Fishermens’ Co-operative Societies. According to
the” Report on the Marketing of Fish of the Agricultural
Marketing Adviser, there areinallabout 200 Fishermen's
Co-operative Societies in India. These societies finance
their members, sometimes assist them in the sale of fish
and only in very few cases, undertake the assemblage
and distribution of the members’ catches. They have
not therefore been sble to ameliorate the condition of
fishermen to any significant extent. The societies in order
to function effectively should supply boats and teckle
snd other accessories to members and should assist them

-in marketing their catches at more favourable rates. There
are at present only six societies in South Canara and Mala-
bar, one in Orissa, one in Karachi and two in Bengal which
are carrying on work on improved lines. We therefore
strdngly endorse the recommendation of the Fish Sub-
Committee that action should be taken to prepare a general
plan for establishing Fishermens’ Co-operative Societies
throughout the country.

263. Pending the establishment of such societies, it
may be necessary to fix at each centre the minimum
price that should be paid to the fisherman and the maxi-
mum price that may be charged by the retailer. Fisherman’s
prices will have to be fixed for different types of fish on the
basis of the retail prices in the nearby markets, after making
due allowance for cost of transport, wastage, etc. With
the adoption of modern methods of catching fish and
with the development of refrigerated transport and better
feoilities for processing, it should be possible to add to
the income of the fishermen and at the same time reduce
the cost to the consumers.

264. The total net annual production of eggs in India,
is estimated at 3328 crores in the Report on the Market-
ing of Kggs (1938) of the Agricultural Marketing
Adviser. The per capita consumption varies from 21.6
eggs per annum in Travancore, where the productiop
of eggs is largest, to less than one egg per annum mn Raj-

putana and the Western India States, which are areas
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of sparse production. For the entire population, the
per capita consumption works at 8 eggs per annum but
since a large section of the-population are vegetarian, it
may be about 27 eggs per annum, for the egg-eating
section.

© 265. The retail price of eggs before the War varied
between 6 and 9 annas per dozen in most urban centres, .
but it has now risen to Rs. 1-8-0 to Rs. 2-0-0 per dozen.
The result is that eggs are practically unobtainable for the .
bulk of the population. But considering the cost of
collection and the wastage involved in breakages and
deterioration, the spread between the producer’s and
consumel’s prices which averages about 449, for the
whole of Indie in the case of hen eggs is not unduly
large. Eggs do not keep for longer than a week to ten
days and there are hardly sny facilities far refrigerated
storage. There exist a few commercial cold stores where
small quantities of eggs may be stored for s few days,
but these are confined to Karachi, Bombay, Hyderabad,
Madras and Calcutta.

266. In the case of eggs again, the problem is mainly
one of organization. The pivotal position in assembling
and distribution is held by egg-collectors who go round
- the villages and buy up the eggs from the primary
producers. It is reported that there is generally a keen
ccmpetition between collectors operating in particular
areas which operates in favour of a higher price for the
producers. It is only when the egg-collectors do not col-
lect the eggs at regular intervals that the producers suffer,

267. There are two ways in which improvements in
organisation can be effected so as to assure a remunera-
tive price to the producer. One method would be for
Government to license the egg-collectors and require them,
a8 a condition of the licence, to pay fair prices to the
producers and charge fair prices from the consumers. A
scheme on these lines is in operation in Bansda State
(Gujerat), and has been described in the Report of the
Agriculture]l Marketing Department on the Marketing
of Eggs. In this State, the sole right of collecting eggs
for export is auctioned and assigned to only one party.
The licensee has to purchase at a fixed price all the good
eggs that the producers may have to sell, the price of
purchase being announced at the time of the auction.
The producers are free to sell eggs directly to individual
consumers, but for trade purposes they can sell only
to the licensee or his agent. The other method is ta
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establish co-operative egg production and marketing
societies. Better laying birds may bn supplied to these
societies, so thut the number of eggs produced may
increase. The societies may also arrange to collect their
eggs and send them to the nearest town for rotail sale.
In this case, it may not be necossary to fix the prices
at which oggs may be bought and sold. We recomamend
that both these methods may be tried out, and adapted
to local conditions.

268. As a result of our survey, -certain features
appear to be common to animal husbandry products as
a whole. Firstly, their production needs to be expanded
to a considerable extent in order to meet the nutritional
demands of the population. Secondly, the perishable
nature of the produce and the lack of suitable facilitica
for transport result in the localisation of the markets and
ir wide variations in the prices in different areas. There
is no such thing as an integrated all-India price or even
an all-province price for these products Thirdly, there
is wide disparity between the prices received by the pro-
ducer and the prices paid by the consumer. Finally,
the prices at which the products can be made avsilable
to the¢ consumer are normally beyond their means. Any
proposals for improvement must provide a solution for
these problems.

269, In this context, a price policy must concern
itself with assuring a price which will provide an incen-
tive to the producer to increase his production. At the
same time every-effort must be made to provide necessary
facilities, improve the system of marketing and reduce tho
costs of production, transport and distribution in order

to enable the produce to be sold over as wide a market

at as low a price as possible. If in spite of this, certain
classes of consumers find the price beyond their means,
supphes should be made available to them on a subsidised
basis. ~The implementation of tkhese principles will call
for improvement in the organization of the production
and marketing of these products. The machinery for the
fixation and enforcement of prices will have to be con-
stituted on a local basis bocause of the wide differences
in conditions in different aroas.

270. The parity approach which we have recommended
for the determination of prices in the case of food crops
and commorcial crops is not «uitablo for animal Lhusba: xdly
products. Since markets are extremely localiced and wida
disparities in price levels persist, it will Le undesnabla
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to raise base-period prices by fixed percentages as it will
magnify the disparities and cause considerable bardship
to persons living in areas where the base-period prices
themselves were unduly high. In the U.S.A., whenever
the price of milk calculated on the basis of giving
milk a purchasing power equivalent to its purchasing
power during the base-period is cdnsidered to be in-
appropriate in the light of the prices of feeds, the avail-
able supplies of feeds, and otber factors which affect the
supply and demand for milk and its products, the
Secretary of Agriculture isempowered to fix the price at a
level which, under existing circumstances of costs, would
ensure a sufficient quantity of pure and wholesale milk,
and be in the public interest. The prices of such products
have thus to be fixed on the basis of actual costs of
producticn rather than on the basis of parity alone.

271. In India, some data relating to costs are avail-
able in the Reports of the Agricultural Marketing Depart-
ment and in the publications of the Punjab Board of
Economic Enquiry but the costs vary frem tract to tract
and the results of local enquiries cannot be considered to be;
of general application. The Fish Sub-Committee have
come to the conclusion that “ the available information:
with regard to production, distribution and marketing
of various species of edible fish all over the country is
quite inadequate for determining the cost of production
and fixing equitable wholesale and retail prices ”’ and the:
Milk Sub-Ccmmittee have suggested in their report that
“ a proper survey of the position should be made to as-
cortain the cost of productio®, handling, etc. of milk”.
We recommend, therefore, that early steps should be taken
to organise enquiries into the costs of production of milk,
fish, eggs and other important products of animal hus-
bandry in the major centres of production and consump-
tion and adequate grants should be given to Universi-
ties, Municipalities and other local bodies for the purpose.
Until the results of such enquiries are available, prices
should be determined ad hoc by independent local bodies,
specially. constituted for the purpose, in the light of a
general appraisal of local conditions..

272. With respect to the enforcement of the prices
fixed, the technique of buffer stocks and marginal pur-
chase and sale operations cannot be employed in the case
of these products, because of their rapid deterioration
in etorage. The only salternative will be to exercise
some measure of centralised control over the distribution
of the available supply. The nature of regulation would
vary from area to ares and from commodity to commo.
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dity as circumstances may make it necessary. In some
cagses, it may be sufficient to merely license producers
and distributors and issue instructions to them, while
in others, the entire supply may have to be purchased by
the State from the producer at a remunerative price and
released to the consumer at a price within his means.
The machinery of regulation should therefore be suffi-
ciently elastic so as to adapt itself to the requirements
of any given situation. It should be so constituted that
it will be representative of the various interests concerned
and yet will consider the problem from the point of general
publio interest.

273. These principles ¢f price policy have been in
operation in the U.K. since 1931, when the Agricultural
Marketing Act was adopted. In the beginning, the
machinery of implementation consisted of organisations
of producers, but in recent years there has been a trend
towards the re-constitution of the machinery on a broader
basis. The Agricultural Marketing Act enables the setting
up of a marketing board, provided a majority of the
producers of that product are in favour. When such a
Board is set up, it is incumbent on all the producers of
that product in the area concerned to comply with the
regulations in force. Such Boards have accordingly
been set up for the marketing of milk, bacon, pigs, pota-
toes and hops. The main powers which the Boards can
acquire under the Act are as follows :—

(¢) A Board may buy all the product over which
it has jurisdiotion, and may sell, grade, pack,
store, adapt for sale, insure, advertise, and
transport the commodity.

\

" (¢4) A Board may require the producers to sell any
kind, variety, grade, or quality of the product
only to or through the agency of the Bosard.

(¢48) A Board may be empowered to buy and to sell
or let for hire to producers anything required
for the production, adaptation for sale, or sale
of the produot.

(‘v) A Board may determine the prioe at, below or
above which, the terms on which, and ths

persons to, or through the agency of whom
" the product may be sold. :

A Board may be equipped with all or only some of these
powers, socording to its requirements. Throe different
sypes of organisations have been eet up under this Act
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for different commodities. In some cases, the Board

acts as a trading body which is the sole agent for the sale -
of the product handled; in some, it acts as a regulatory

body merely issuing instructioni regarding the methods

and operations connected with the marketing of the

articles; and in others, it acts both as a trading and a

regulatory body*

274. The experience of the working of these Boards
has shown that while they have tried to improve the posi-
tion of the producers by enabling them to attain higher
prices than before and have introduced measures to im-
prove the quality of the supply, they have not paid equal
attention to stimulating the demand for these products
and lowering the prices at which they are marketed.
The Boards being composed of representatives of pro-
ducers have thought it their primary duty to guard the
interests of those whom they represent, although in prac-
tice they have had to negotiate with distributors’ and
producers’ organisations and arrive at their decisions
by collective bargaining. The Milk Marketing Board,
for instance, has been criticised for having neglected the
retailing aspects of its problems and for having fixed the
retail prices of milk at a level at which many classes of
people are unable to purchase their requirements. Since
the Board has been subsidised by the Government through
the grant of minimum guaranteed prices, it is argued that
" the control should be vested in the State rather than in
the producers alone, so that there should be no conflict
between the objectives of .increased milk production
and increased milk consumption, both of which. are
objectives of national policy.*

275. Tho experience of the Agricultursl Marketing
Boards in the few years prior to 1939 has demonstrated
the difficulty of providing for the efficient organisation
of marketing on the basis of producer representation
alone. The Boards soon found themselves forced to
negotiate with distributors and processors, whether the
latter were organised on a parallel basis as in the case of
bacon, cr in a trade organisation as in the case of milk, or
were included on the marketing board itself as in the
case of potatoes. Government policy therefore moved
gradually towards the establishment of independent
organisations dealing with all the complex problems of
marketing. . Under the Bacon Industries Act of 1938,
the power of price fixing and the control of policy for the

*Pablio Eaterpriss—Robaon.
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pig and bacon industry was vested in the Bacon Develop-
ment Board consisting of five Government-appointed
members, and four representatives each of the Pig and
Bacon Marketing Boards. In the case of milk also,
the Grigg Re-organisation Commission and the Cuttorth
Re-organisation Commission recommended the creation
of an independent body which should have the final voice
in determining prices; and a bill also was introduced in
Parliament in 1937 for establishing a Milk Commission to
supervise the industry, but it was subsequently withdrawn.
In general, however, public opinion in England has come
to the view that it is necessary to transfer the power
of price fixing from producer marketing boards to inde-
pendent commissions. It is recognised that the producer
marketing boards have not in practice exercised their
power to fix prices without pievious negotiations with
distributors and processors, but it is felt that even the
interests of distributors and processors are not always
identical with those of the community as a whole. The
task of price fixing as well as that of deciding the general
policy applicable to each product is of such vital impor-
tance that it needs to be vested in a commission com-
pletely independent of all sectional interests, who would
look at the problem from the point of public benefit alone
and fix prices which will be fair to all classes—producers,
manufacturers, distributors snd consumers.*

276. We recommend that similar steps may be taken
in India as well to constitute merketing organisations
for different animal husbandry products on a local basis,
These bodies should comsist of representatives of proe
ducers, processors, traders.and consumers, and should
function under the general direction of the State. They
should concern themselves both with the problem of
increasing production and with the problem of improving
marketing and distributior through the establishment
of cold storages, processing plants, and refrigerated trans-
port. The State may subsidise particular classes of con-
gumers, if it considers necessary, by requiring such orga-
nizations to release supplies to them at concessional rates,
reimbursicg them itself theresfter. The ocrganisations
should have attached to themsolves impartial price-
fixing boards which should take into account all interests
concernad and determine fair prices.

277. These are the general lines on which a price
policy for animal husbandry products should be evolved.

* ‘A Treot og Agriesiturel Poliey’—D.A.E, Harknoas.
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Thess will alsc apply to other typea of pemshablo produce:
such #s fruits and vegetablvs. The prinoipal feature
of such a policy is that it has to be evolved separately
for different localities and for different products, in the
light of local conditions. In the course of years, when
facilities for cold storage and refrigerated transport have
sufficiently developed, and a substantial increase in
production has taken place, it may become possibls to
evolve an mtegrated price policy, fust on & provincisl
acd later on an all-India basis. ‘
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CrarTER IX.
Administrative Machinery.

278. The administration of the price policy including

for Sf_eci'*l the determination of minimum and maximum prices
machinely: and the enforcement of these prices by appropriate mea-

sures calls for the creation of a ‘machinery specially
adapted for the purpose. In a country.of the size of
India, with Provinces and States in different stages of
economic development and fiscal stability, the formu-
lation of price policy is bound to be a complicated
affair. It will call for a carefully balanced administra-
tive framework designed to ensure that the autonomy
of the different political units is respected and the action
taken by each of them is effectively co-ordinated. More-
over, it is important to associate public opinion with the
administration of policy at appropriate stages so as to
minimise the possibility of corruption and favouritism
and secure popular support for the programme.

279. It is desirable that the jurisdiction of the machi-
nery should extend over the whole country. Prices will
have to be fixed for a large number of different commo-
dities produced in different parts of the country and an
appropriate differential shall have to-.be maintained as
between ' different commoditiés and between -different
regions so that there may be brought about an inter-related
price structure for the country as a whole. The fization of
prices of agricultural products in one region will not only
influence the prices of similar products in other regions,
but also influence the prices of manufactured products
because of their effects on the costs of living and the costs
of production. The enforcement of prices also will call
for the purchase and sale of different types of produce

-at market centres all over the country. While Provinces

may be classified as surplus or -deficit Provinces with
respect to particular crops, all Provinces are deficient
in some crops and surplug in others. The Indian price-
structure has under normal conditions been an integrated
whole in spite of any pockets of rigidity that persist due
to inadequate development of marketing and transport.
Any administrative machinery that is created should there-
fore have its scope of operations co-extensive with the
whole country, if the unity of the price-structure is to be
maintained. While special arrangements may be neces-
sary for dealing with individual homogeneous tracts
within the country, we are cf the opinion that these arrange-
ments should function within the frame-work of a
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machinery organised on anall-India basis and not inde:
pendently of it. - The interests of each region or Province
or State vary from crop to crop and the largest measure
of ggreement on policy can be reached only through an
All-India organisation, where the price and production
po]x&v relatlng to all crops in all areas can be discussed
on %Jbasxs of give and take. Asstated by the Foodgrams
Policy Committge, ‘it is not reasonable to énforce sacri-
ficcs on one Province without reasonable efforts being
made to see that the fruit of such sacrifices goes as far as
possible in relieving the suffering elsewhere’. An All-
India organisation would be in the best position to uphold
this principle and to secure the largest measure of agree-
ment between the different provinces and states. If an
area then is required to partially sacrifice its interests
in the case of one crop, it may secure compensation in the

case of another crop and it will have the satisfaction

further that its sacrifice has been ‘instrumental in
producing benefits in a sister area. We recommend,
therefore, that the administrative machinery for the
formulation and execution of the price policy should be
constituted on an All-India basis covering all the
Provinces and States.

280. The creation of an All-India machinery is beset
with constitutional difficulties. Under the Government
of India Act of 1935, ‘agriculture’, ‘trade and ccmmerce
within the Province’, and ‘production, supply and dis-
tribution of goods’ are sybjects included within the
Provincial Legislative List. The Central Legislature has
no power to legislate in respect of these subjects except
by the consent of two or more Provinces or in times when
a grave emergency threatening the security of India has
been proclaimed by the Governor-General.

281. During war-time, the Government of India exer-
cised the power to issue directives to the Provinces on
matters falling under these subjects, but these directives
were issued under Section 126 (A) of the Government
of India Act which confers this power on the Central
Government when a proclamation of emergency is in
operation and the Governor-General has declared that
the security of India is threatened by war. This power
has ceased with the end of the emergency and the with-
drawal of the proclamation. Even when the Govern-
ment of India did possess the pcwer to intervene and
situations arose when such intervention became necessary,
there have been instances where they have not felt justified
in pressing their views to the length of using their emer-
gency powers. The Central Government have always had a

Ceonstita-
tional
difficul-
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Central
control °
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feeling that ‘in a constitution of a federal nature the
constituent units, especially where a. popular ministry
is involved, must be allowed due scope in the exercise of
the responsibility with which they are charged®. The
recent amendment to the Government of India Act makes
it possible for the Central Government to continue to
exercise some of their war-time powers even after the
D.I.R. has been withdrawn, but it is unlikely that these
powers will actually be exercised to any great extent,

282. While the Central Government have no power
to intervene in subjects which lie within the Provinciel
jurisdiction, they have accepted the responsibility for‘main-
taining adequate conditions of living and high levels of
* immediately increasing the fcod
resources and improving the diet of the people’’** within
the country, as a signatory to the Final Act of the United
Nations Food and Agricultural Organisation. The re-
cent statement on Agrieultural and Food policy issued by"
the Government of India also says inter alia “ Agriculture,
and the supply and distribution of food are provincial
subjects and on provinces will rest the first responsibi-
lity of making plans, in the light of local needs and capa-
city, and the final responsibility of cairying them. But
it is necessary for the Central Government to take the
initiative in co-ordinating the proposals and bringing
them into the frame-work of & common plan for agricul-
ture and food . The Central Government thus recog-

‘nize their responsibility in regard to the overall food and

agricultural situation in the country. As has been said

by the Foodgrains Policy Committe ‘hungry men do not

.discriminate and social unrest does not observe the pro-
vineial frontier lines. The Centre, all the Provinces and all
the States have a common interest in seeing that the situa-
tion does not get out of hand’. This common interest
needs to be organized through an appropriate machinery
for consultation, decision and execution.

283. This difficulty arising out of the conflicting
powers and responsibilities of constitutent units is by no
means unique to India and it was also experienced in
other countries whose experience will provide -valuable

#Quoted from a statemens by the Food Departmens to the Famine
Eaquiry Commimsion. -

**Final Act of the United Nations Organisation Food and
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guidance to us. It does not ordinarily arise in countries
with unitary constitutions, such as the United Kingdom
and France. In the United Kingdom, an Act of Perlia-
ment holds supreme over all subordinate law-making
authorities., In France also, under the Third Republic,
laws passed by the Chamber of Deputies had over-riding
authority all over the country. It is only in countries
with federal constitutions where the distribution of powers

between the federating states and the federation is ex<

plicitly laid down in the constitution thet conflicts in
asuthority arise.

- 284, The constitutions of the U.8.A., Canada and
“Australia, all federal countries, clearly demarcate the
powers of the federal government from those of the federa-
ting states and empower the judiciary to interpret the
scope of this demarcation. Since most of the federal
constitutions date from a period when ‘laidsez faire’ was

the rule and industrial technique had not advanced, the

tendency was to entrust ds little power to the federation
and to retain as much power with the federating units as
possible. Under the stress of the increasing complexity
of economic forces and the growing consciousness of the
responsibility of the State for securing the well-being
of the people, the balance of-power as between the federa-

. ting units and the federation has been undergoing con-
tinuous change through legislative amendment, judicial
interpretation or constitutiopal convention in favour of
the federation. )

285, In the United States, the activities of the Fede-
ral Government have been enormously expanded through
the ‘commerce’ clause and the ‘general welfare’ clause
of the constitution., During the tenure of office of
Chief Justice Marshall, the Supreme Court gave deci-
sions in several cases widening the powers of the Federa-
tion visa-vis the States To quote one instance, an
attempt by the Maryland Legislature to assert the right
of taxation over the banks established by the Federal
Government in its territory was thwarted by the Supreme
Court  Judgement in -McCulloch v. Maryland (1816)
in which the Court declared that “ the States have no

power, by taxation or btherwise, to retard, impede. burden |

or in any manner control the operations of the constitu-
tional laws enacted by Congress to carry into execution

the powers vested in the general Government”. The

constitution makes no specific reference to agrioulture

) U.8.4.
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as such and confers no cxpress powers on the Federal
Government in relation to agriculture; but the trade in
agricultural products is a part of inter-State commerce
and as such comes within the purview of Federal Legis-
lation. The United States Congress moreover has the
power to levy excise on the produce of the land as on all
other produce, and can use this taxing power to regulate
the value and character of agricultural production.

286, The Federal Government can also influence
agricultural policy in the individual States by making
grants out of Federal funds for particular purposes. When
the Agricultural Adjustment Act of 1933, enacted to
secure a reduction in agricultural surpluses by making
benefit payments out of the proceeds of the processing
tax, was declared unconstitutional by the Supreme Court,
the United States Congress passed the Agricultural
Adjustment Act of 1938 instead which empowered the
Secretary of Agriculture to make grants, loans and parity
payments to the farmers for the purpose of securing the
conservation of national soil resources and an adequate
and balanced flow of agricultural commodities in inter-
State and foreign commerce.

287. Another way in which the Federal Government
has enforced its economic policy is by the creation of
-special adhoc corporations such as the Tennessee Valley
Authority. This corporation was established during
the world depression when the Federal Government was
compelled to intervene in the economic sphere on an
unprecedented scale. ‘““The T.V.A. represented an
altogether different conception of the management ofa
modern nation’s economic resources : that of enterprise
on a large scale, deliberately undertaken by the public
authorities, with certain social and economic purposes
clearly in mind from the beginning ’*, The enterprise
was fraught with great difficulty. -The valley is divided
politically amongst seven States and hundreds of local
government units, cities and countries. None of these
is vested with authority over more than a fraction of the
valley nor are the boundaries of the States coincident with
the most appropriate area of economic organisation. No
single State or single private enterprise or even a consor-
tium of a few States and a few enterprises could have coped
up with the task of developing the Valley to its fullest

—— -

%7, V. A—~Eermann Fingr.
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potennahtles “The enterprise neccssary for develop-
ing the valley had to be such as could see the valley
steadily and sce it whole” ‘The difficulty of, securing
the co-operation of the seven States which trench upon
_the valley was overcome only because the constitution
of the United States gives the Federal Government full
authority over navigable rivers and inter-State commerce,
In the absence of such authority, it would have been neces-
sary for the seven valley States to make & compact among
themselves to accomplish the aims that are embodied
in the T.V.A., and su¢ch a compact between one State
and another can only be entered into, according to the
constitution, by the consent of the United States Congress.

288. In Canada, the position of the Dominion Govern-
ment vis-a-vis the Provinces is less strong than that of
the Federal Government vis-a-vis the States in the U.S.A,
Although Section 91 of the British North America Act,
1867, conferred all residuary powers on-the Dominion
Government by specifying that it had power ‘‘to make
laws for the peace, order and good government of Canada,
in relation to all matters not coming within the classes
of subjects by this Act assigned exclusively to-the legis-
latures of the Provinces ’, the Privy Council put a res-
trictive interpretation on this section by deciding that the
Dominion Government had power to make such laws only
in temporary and overwhelming emergencies such as war,
pestilence or famine. The result was ‘hat a good deal of
legislation relating to social services, such as that dealing
with minimum wag s, hours of work, unemployment
insurance etc. had to be undertaken by the Provinces.
This naturally led to varying standards ef social security
and labour legislation being adopted in different Piovin-
ceg, particularly as the financial powers cf the Provinces
were limiled to ““ direct taxation within the Province
under Sv-ction 92 {2) of the British North America Act,
1867, Moreover, although the Dominion Government was
given powers to regulate trade and commerce under
Section 91 (2) of the Act, the Privy Councildeclared the
Natural Products Markcting Aet which provided for the
marketing and distribution of products by a Dominion
Marketing Board invalid on the ground that the Domi-

nion Government did not have the power to regulate

trading transactions completed within a single Province.

(#) Can -
ada.

The Dominion Government has however considerable *

powers for economic regulation under Section 81 of the
Act and has used them to control companies with Dominion
charters, banks, andthe gram transportation and shipping
tra,de. ~
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289. The Dominion Government has therefore been
obliged to rely more on special financial grants for making
its policy effective. Since the grants to the Provinces
have been conditionalthey have led to friction between
the Dominion and Provincial Governments. Owing to
the dependence of many Provinces on single products
and their helplessness in the face of economic catastro-
phies, they had little choice in the matter and had to ac-
cept the grants in spite of the conditions imposed. During
the depression, the wheat-growing Provinces found that
it was beyond their financial resources to prevent the
threatened collapse of their agriculture and had to

-accept a large measure of central control in return for

assistance from the Dominion Government.

290, In Australia, the Commonwealth of Australia
Constitution Act of 1900 laid down that the Common-
wealth Parliament had the ¢ power to make laws for the
peace, order and good government of the Commonwealth
with respect to (inter alia) taxation; but so as not to
discriminate between States or partsof States’. Section
88 of the Constitution granted the Commonwealth Govern-
ment exclusive power to levy indirect taxation in the
form of customs and excise, but under Section 87, the
Commonwealth was allocated only 1/4th of the annual
net revenue from these duties, the balance being handed
over to the States. The power for direct taxation was
left almost entirely with the States but the Common-
wealth has gradually impinged on this field of taxation as
well.- In 1910-11, it levied a land tax and in 1914-15,
estate duties, both direct taxes.  During World War I,
it levied a direct tax in the form of an income-tax. During
World War II, when enormous expenditure by the Com-
monwealth Government became necessary, this tendency
was accentuated and was signalised in 1942. by the pass-
ing of uniform income-tax legislation by the Australian
Government. These laws practically involved the re-
tirement of the States from the field of income taxation
for the duration of the war and one year thereafter, and
sought to accord priority to the payment of federalincome-
tax over the States’ own income-tax during this period.
In return, the States were to be given grants based on their
average income-tax collection for the last two years.
The bills embodying these proposals were passed by the
Australian Legislature in June 1942 and immediately
the Governments of Victoria, Queensland, South Aua-
tialia and Western Australia appealed to the High Court
to invalidate the Acts as ulfra vires under the Common-
weahth Constitution. The High Court however held by
a majority that the Acts were valid in their entirety,
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Subsequently the Commonwealth Government hasleviedan
entertainments tax which hitherto had been a State source
of revenue. The trend towards increased powers for the
Commonwealth Government is thus unmistakable in
Australia. In fact the Right HonourableMr.R. G. Menzies,
K.C., former Attorney-General of the Commonwealth
" Government, hasstated that since the High Court judgment
of 1942 validating the Act providing for a uniform tax,
Australia. must be regarded as. a unitary rather than a
federal State. Recent plans for post-war reconstruction
also appear to reinforce this view. In December, 1942
s bill was introduced in the Commonwealth Parliament
providing for the transfer by the States to the Common-
wealth of specified powers for a period of five years after-
the cessation of hostilities. These powers are intended
to enable the Commonwealth to make laws with regard to
such far-reaching subjects as organised marketing of
commodities, primary production, family allowances, and
combines and monoplies. The bill was passed by all
the State Parliaments with two exceptions, Victoria and
Tasmania. ‘

291, .The Commonwealth Government has also power
to grant financial assistance to the States. Section 96
of the Commonwealth of Australia Constitution Act, 1900
reads ‘‘ during the period of 10 yeais after the establish-
ment of the Commonwealth and thereafter till the Parlia-_
ment otherwise provides, the Pailiament may grant
financial assistance to any State on such terms and
conditions as the Parliamen%’thinks fit”’. The manner
in which the Commonwealth Government has discharged
its responsibilities in this regard has gradually changed.
To begin with, each State was credited with the Common-
wealth revenue collected in that State and debited with
the expenditure incurred on its behalf in the transferred
departments and also with a share of the new expenditure
of the Commonwealth. - Subsequently, this system was
terminated by the Commonwealth Government and it
gave grants to the States on a per capita basis. This in
turn was replaced by a system of centralised handling of
the public debts of the Commonwealth and the States.
Finally, in 1933, the present system of making grants to .
the States on the recommendations of a Commonwealth
Grants Commission was adopted. The Commission
consists of three members, and is required to enquire into
andreport upon any claims made by any State for a
grant of financial assistance under Section 96 of the '
Constitution. The Commission, impressed by the variations
in the economic position of the different States, laid down
the fundamental principle in 1936 that * special grants
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from the Commonwealth are justified when a State through
financial stress for any ceuse is unable efficiently to
discharge itsfunctions 2as a member of the federation and
should be determined by the amount of help found neces-
sary to meake it possible for that State by reascnable
effort to function at a standard not sppreciably below that
of other States”

292. The problem cf securing a cc-ordinated develop-
ment of economic rescurces hes thus been tackled in these
ccuntrics firstly, by a gradual increaze in the powers of
the federal government, secondly, by securing the
co-operation-of the federating States through financial
grants to them for specific purposcs, and thirdly, by the
creation of special corpoiate agencies invested with the
necessary powers by the federating units for discharging
specific functions in an integrated minner over a whole
region. '

293. In Indiathe possibilities of anincresseinthesphere
of authority of the Central Government seem remote. The
trend of opinion in the country appears to be all in the
direction of increased autonomy for the Provinces: While
we do not hazard any guess as to the political set-up
which may finally emerge, we think it unlikely that there
will be vested in the Central Government power over the
subjects with which our enquiry is concerned.

294. Grants from Central revenues to the Provinces for
specific purposes have been made both before and during
the war, and while they have their own utility, they elso
lead to some difficulties. While tke Central Governmernt
appropriates funds from its own revenues to the Provin- -
‘ces which could well havebsendevoted to the discharge of its
own constitutional sphere of respovsikilities, it bas no
specific means by which to ensure that the funds
appropriated have in fact secured the objectives aimed at.
It has to eschew any close scrutiny or inspection of the
channels of ‘expenditure lest it migh give rise to resent-
ment in the Provinces. A situation of this nature where
taxation is the responsibility of one authoiity ard exp-
enditure of another naturally gives rise to complications.
The method of grants-in-aid is efficacious when there
exists in the Provinces & fairly unifcrm degree of effi-
ciency of administration end a feeling of mutual trust
and confidence, so that the assistance offered by the Centre
and the zssessment of its results by it are regarded as an
act of co-operation which is welccme rather than as an
interference which is unwarranted. While grants-in-aid
should be resorted to for securing acticn by the Provinces
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in specific directions to secure limited ends, they
will not prove effective when what is aimed at is the formu-
lation and enforcement of the entire price policy for the
country in the sphere of agriculture.

295. The only other method open is to create a special

ageacy based on the mutual co-cperation of the Centre, .

Provinces and States. The interests of the Provinces and
States are so inextricably inter-related and interdependent
that such co-operation is welcome to all and it isin fact
o necessary condifion of their development. The well-being
of cultivators in their respective areas. will be of over-riding
importance to each of them and a common machinery forthe
formulation and execution of price policy is therefore bound
to emerge. The Provinces and States are much more vitally
interested than the Centie in the maintenance of remu-
neiative prices since their major sources of revenue depend
on the prosperity of the countryside. It is they who have
to cairy the brunt of public opinion in the face of agrarian
distress and to under take the necessary remedial measures.
We have every reason to believe that their co-operation will
be forthcoming if an appropriate machinery is devised for
the purpose.

296. It is important to remember that even before

the war, attempts were successfully made to secure the co-

operation of the Provinces, States and the Centre through
bodies suchasthe ImperialCounciLongriculturalResearch,
the Indian Central Cotton Clommittee, the Indian Cen-
tral Jute Committee, etc. ' These bodies weve constituted
for the purpose of undertaking programmes of resesich
and development in particular spheies and their scope
of work did not extend to questions of economic policy
of a general nature; they provide, however, illustrations of
successful joint enterprise, planned and conducted by spe-
cially constituted authorities, representative of Central,
Provincial and State Governments.

297. During the war, though the Central Govern-
ment had difficulties in the initial years with the Provin-
ces and States in implementing its responsibilities for the
conduct of the war, the periodical conferences of the
Central and Provincial Governments soon led to a better
understanding of each other’s difficulties and to a greater
degree of co-operation between them. The working of the
Cential Food Department isen example of the success-
ful co-operation between the Centre, Provinces and States
under extremely trying citcumstances. Although it has
not yet been possible to devise a unifoim pattern for
the procurement systems in all areas, all these systems

Inter-
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have been organised on the common principle of elimi-
nating competitive buying and creating conditions ap-
proximating to monopoly procurement so as to bring
under the physical contiol of Government the maximum
possible amount of the marketable surplus of foodgrains.
The Central Food Advisory Council, which consists of
representatives both of the Central and Provincial Govern-
ments has also proved a fruitful medium of co-operation.
We understand that the Central and Provincial Govern-
ments are also co-operating in the projects for the multi-
sided development of the Damodar Valley and the Sone
Valley areas and for the setting up of a fertiliser factory
at Sindri.

298, We have no doubt that the machinery to be
employed for the purpose of implementing the price policy
should also be constituted on the same principle and that
it should take the form of am independent authority,
representative of the different Governments concerned.
We are glad to note that the Famine Enquiry Commission
also came to a similar conclusion and recommended the
establishment of a ‘permanent organisation called
the All-India Food Council as the common organ for co-
ordinating the activities of the different, governments -
in framing and executing a common food policy for the
country. In our opinion, it is impossible to segregate
the problems of foodcrops from the problems of other
agricultural crops with which they are inextricably inter-

related, and we therefore recommend that the machinery

created should deal with both food and non-food agricul-
tural products. It should be called the All-India Agii-
cultural Prices Council.

299, With respect to the composition of such a Council,
we have considered whether it should consist only of
representatives of Governments or provision should also
be made for representation of the different interests
concerned such as the growers; traders, processors and
consumers. We are of opinion that while different
interests need to be associated with the making of policy
in order to ensure that tle policy adopted is sound from
a technical and practical point of view, such association
should only be of an advisory character. The represen-
tatives of sectional interests cannot be vested with the
power of making decisions which must remain the
function of Governments. The All-India Agricultural Prices
Courncil should therefore consist of representatives of the
Central, Provincial and State Governments alone.. We
indicate later the stage at which and the manrer in.which
representatives of different interests should be associated
with the making of policy.
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300, The All-India Agricultural Prices Council should
consist of 22 members. The Central Government should

have four representatives in view of the important role.

that the Centre must play in the co-ordination of policy
and also in view of the responsibility of the Central Govern-
ment for the administration of the centrally adminis-
tered areas. These representatives should ordinarily be
.Members of the Cabinet, holding the portfolios of
Agriculture, Food, Commerce and Finance. The presence
of the Cabinet Members-in-charge of Commerce and
Finance onthe Council is essential because of the close
connection of trade and tariff policy and of financial policy
respectively with price policy. In addition to the represen-
tatives of the Central Government, there should be eleven
representatives representing the eleven Provinces, who
ghould ordinarily be the Mninisters-in-charge of Agri-
-culture and Food in each Province. The representation
of Indian States will have to be decided in the light of
their relative stakes in the price fixation programme.
The total area of Indian States is 89% of the area
of the Provinces, but the proportion of the cultivated area
of the States is only 699, of the cultivated area of the
Provinces. If we take population. as the criterion, the
population of the States is 329, of the population of the
Provinces. Taking these factors into account, we are of
opinion that the States should be given representation
to the extent of about 609, of the representation accor-
ded to the Provinces and therefore recommend that the
States as a group should be represented by 7 members
on the Council. Representatives from Indian States
should be selected on an agréed basis. The Council should
be presided over by the Member of the Central Govern-
ment Cabinet holding the portfolio of Agriculture and

the decisions of the Council should be taken by a majority -

vote.

301, We realise that the Council will have no legal
powers of its own, and will derive all its powers by the
voluntary association and co-operation of Provinces and
States. We believe, however, that all Provinces and
States will realise the advantage of evolving a policy and
programme which would be in the common interest and
will establish a convention that each Province and State
should voluntarily implement the decisions of the Coun-
cil. The Council will arrive at conclusions only after
examining the points of view of all the Povinces and

States, and reconciling their conflicting interests to the.

maximum extent. Its coneclusions will thus represent
the highest common factor of opinion and they will com-
mand unpiversal acceptance because.they will influence
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the economic prosperity of the whole country and
provide a sense of security to the whole population. Even
though a particular Province or Siate may at times

"harbour a sense of grievance on a specific decision of the

Council, it would ordinarily not challenge the authority
of the Council because it would be interested in
other decisions of the Council as well, some of which
may well be in her favour: It will be recognised that
while each has to submit to a certain extent to the autho-
rity of others, each hasalso & share in exercising authority
over others. “A convention, freely negotiated on the basis of
mutual interest, is likely to be more effective in practice
than any legal sanction.

302, The All-India Agricultural Prices Council should
formulate and enforce a price-policy for agricultural
commodities in the country. It should decide for what
commodities prices need to be fixed and for what commodi-
ties assistance needs to be given through other methods.
It should determine the levels at which minimum and
maximum prices should be fixed for the commodities
selected and whether fixation of prices should be supple-
mented . by production and consumption subsidies. I#
should consider the ways and means necessary for enforcing
the prices fixed and should take appropriate measures for
the purpose. It should try to co-crdinate the activities
of the various agencies, whether private, co-operative
or Governmental, operating in the field of Agriculture
and secure their co-operation by providing suitable
inducements, The decisions of the Council will have no
mandatory effect by themselves but they should be im-
plemented as a matter of constitutional convention by the

member units.

303. The Council should have a full-time Secretary
of its own with adequate staff under him. He will be
responsible for arranging the business 9f the Council and
placing material before it in a form which will enable the
Council to arrive at decisions. He will convey the
decisions of the Council to the different Governments re-
presented on it and submit to the Council, from time ?0
time, reports on the extent to which and the manner in
which these decisions have been implemented.

304. Since the All-India Agricultural ,l?rices Counqil.
will consist of representatives of ministerial status, its

. composition will be of a changing character and it will meet

ly at regular intervals. Tt will therefore be necessary

on - - CEY
agricultural for the Council to have under it a permancnt macninery

prices
souneil,

for the discharge of its functions. While the Council
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will be the fountain of all authority and take final deci-
gions on all matters, its decisions shcuid-be implemented
through eppropriate crgars of edministration. The
fanctions of the All-India Agricultural Prices Council
may be broadly classified into two categories, viz., (1)
the determination of minimum and maximum prices, and
(i7) the enforcement cf the prices fixed. The adminis-
- trative organs created should therefore be adapted to
the requiremerits of these two functions.

305. The determination of prices is an extremely com-
plex and responsible task involving the reconciliaticn
cf different interests and the selection of appropriate
methods of assistance in each case. ~ Each of the interests
affected need to be given an opportunity of putting
forward its own point of view before prices are determined
and the price-determining authority should be so constituted
that its decision will command respect and be accepted
&3 fair end impartial by all the interests concerned. It will
bave to consider the probable effects of.various alter-

native levels of prices and should Lave the technical

competence to decide as to which particular level will be
appropriate in & given set of -circumstances. The
function of determiring minimum and maximum pricesis
thus partly judicial and pertly technical in character and
the administrative organ created for the purpose should
be such as would satisfy these two requirements.

* 306. The principle of appointing a special body for
such a purpose is by no means novel. It has already
been adopted in the case of trade and industrial policy
by the appointment of Tariff Boards to investigate and
report upon applications of industries for State assistance.
Tariff Boards, however, are at present appointed ad hoc
for the purpose of examining the question of protection
to specified industries and cease to exist after they have
submitted their reports. This prevents the emergence
of continuity of policy, so essential for the growth of sound
and healthy traditions, and divorces the formulation
of policy from the responsibility for watching its effects
and revising it from time to time in the light of  expe-
rience. Even in the sphere of agriculture, there exists at
present a similar body in the Price Advisory Committee
of the Food Department set up in 1945 for advising the
Government of India on the fixation of prices for food-
grains. This committee however consists of represen-
tatives of producers and consumers it is appointed by the
Central Government itself and its advice is not binding.

In our opinion, in a body of this type, whose decisions

affect all classes of people, there should be no place for

Price
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representatives of sectional interests 4s such and it
should comnsist only of persons of technical ability and
judicial competence. The representatives of sectional
interests should no doubt have adequate opportunities
of putting forward their case, but they should not be in a
position where they would be judges in their own suit.
The decisions of such a body should normally be accepted
by Government.

307. We recommend therefore that the All-India
Agricultural Prices Council should set up a special Price
Determination Commission for the specific purpose of
advising it on all aspects of price fixation. The members
of the Commission should be appointed by the All-India
Agricultural Prices Council on the recommendation of
an appointments committee constituted by it according
to an agreed procedure.

308. The Compmission should consist of three member
including the Chairman and they should be appointed
for a five-year term, subject to renewal. The members
of the Commission should be selected on the basis of special
qualifications. One member should be a person with
long experience of agriculture, either as a senior officer
in the Agrioulture Department or as a practical farmer
on a substantial scale, so that he will be able to judge
the effects of the policy proposed and to visualise the
practical difficulties involved in its implementation. The
second member should be an economist with experience
of finance, so that he may be able to examine the

- financial implications of the different measures suggested

and bring to bear upon the deliberations of the Commission,

. awideandgeneraleconomic perspective. Thethird member,

(48) Bureau
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who will also be the Chairman, should be either a person
who has occupied a seat on the bench of a High Court of
Judicature of one of the Provinces or of the Federal Court
and has had experience of dealing with commercial legis-
lation or a person who has held high administrative posts

‘of a quasi-judicial charaeter. His presence on the

Commission will ensure that a fair hearing is given to all’
the parties concerned and that all the relevant factors are -
taken into consideration before arriving at a decision.
The Commission should have a Secretary of its own with
appropriate staff.

309, The Price Determination Commissicn should
have under it a Bureau of Economics and Statistics, which
should make available to it all the statistical material
necessary to enable it to discharge its funetiors. The
Bureau should. regularly collect and compile statistios
of acreng~ and yield and data relating to prices received,
prices poid, Joans berrowed and taxes paid by the farming
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community. It should analyse and forecast demand,
supply, and price relationship for the major commodities,
study farm organization, and examine the burden,
incidence and effects of State programmes of agricultural
assistance. The Bureau should make full use of the data
.supplied by the Provincial and State Governments, commer-.
cial bodies like the Imperial Bank of India, Chambers of
Commerce and Trade Ascsociations, and other channels and
organize sample surveys on  its own initiative, where
necessary. In particular, it should organize in co-opera-
tion with other agencies enquiries into the costsof produc-
tion of crops and the costs of living in rural areas. It
should in due course develop on the lines of the Bureau
of Agricultural Economics -of the U.S. Department of
Agriculture.

810. The function of the Commission would be to
determine minimum and maximum prices for different
regions for agricultural commodities designated by the
All-India Agricultural Prices Council and suggest what
measures are called for in order to enforce these prices.
It should also suggest whether any measures of control
such as imposition of restrictions on foreign trade,
regulation of production, transport, marketing, prices,
eto., require to be adopted. The Commission™ should
procevd to consider the question of price fixation for
a cominodity, either on a direction by the Counecil, or
on a representation by the.‘interests concerned, or on
its own initiative, 'While examining the question, it should
receive evidence, written or oral, from all interests, ten-
dered in person or through counsel. It should also consult
the appropriate advisory™ committee of the different,
advisory committees, the setting up of which we recom-
mend later. It should base its decisions on the general
principle of securing adequate and stable returns for
agriculture and a fair relationship between the returns
from agriculture and those from cther comparable occupa-
tions and should interpret its responsibilities in the light
of the principles laid down by us in the preceding chap-
ters of the Report which should form its instrument of
instructions. It should maintain close contact with
enforcement operations and should continually watch the
trend of market prices vis-a-vis the minimum and
maximum prices fixed. The conclusions of the Commission
will be communicated in the form of recommendations
to the All-India Agricultural Prices Council which alone
will be competent to make final decisions. The recom-
mendations of an expert technical and semi-judicial body
like the Commission will however carry great weight apd
be decisive in significance.

($4¢) Fune-
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. 311. After the All-Irdia Agricultural Prices Council
has examined the recommendations of the Price Deter-
mination Commission and arrived at definite decisicns
thereto, these decisions will have to be enforced through
appropriate measures. The programme for enforcerent
will consist of a wice variety of measures, including
large-scale purchase and sale cperaticrs, end building
up of buffer stocks, which practically invclve setting up
business in competition with privete enterprice c¢n a
very large scale.

312, Weare of opinion that the erforcement programme
cannot be carried out with sufficient efficiency and des-
patch through the normsl machinery of a government
department. In saying tkis we are not vnmindful of the
work of the Central Food Department, which Las been
struggling since its inception with the many problems

‘that have cropped up during war-time in connection with

food distribu*ion. It has, in co-operation with food
administrations of the Provincial and State Governments,
tried tb evolve an All-India Food Policy ard to enforce
it through procurement, planned movemert, storage
and rationing. The present activities of the Central
Food Department thus cover practically all types of mea-
gures necessary for implementing a price fixation policy,
thus demonstrating the” practicability cf such & policy.
The working of a government department is however
so much beset with red tape and procedural delay that
it is incapable of taking decisions with the speed and elas-
ticity essential for market operations. A departmental
administration, since it does not provide the financis!
incentives indispensable for the working of a commer-
cial enterprise, proves to be more wasteful in practice.
Even when animated with the best of motives, the very
set-up of the administration is such that it cannoct ke adap-
ted to what is essentially a business function.

313. In our opinion, the machinery necessary for this
purpose must be akin to a business corporation wit
its essential freedom and elasticity of operation. An
independent corporation will remcve the function out-
side the ficld of political controversy and will yet enforce
the policy of the State. It will have its own sg<lf-con-
tained financial balance-sheet with the incertive ard
corrective of profit and loss, so indispensable for success-
ful business. Even if its profits and losses ultimately
fall to the State, the separation of its finances will clearly
bring out the burden or berefit to the e‘tcuea rer resulting
from its operations. It will be able to plan its cper ratirrs
for the future without having constantly tc obtain Govern
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mental sanction. It would be a body “ clothed with the
power of Government, but possessed of the flexibility
and initiative of a private enterprise.”’*

314. - The principle of having an independent body as
distinguished from ordinary departments of government
for a function of this type has already been recognised
in most countries. In the United States of America,
there are numerous corporations, each establiched for a
specific purpose, such as the Reconstruction Finance
Corporation, the Federal Deposit Insurance Corporation,
the Tennessee Valley Corporation, the Commodity Credit
Corporation, etc. In Canada, the Agricultural Prices
Support Board and the Wheat Board are independent
corporate bodies, operating through separate accounts
kept by the Minister of Finance. Inthe United Kingdom,
the statutory public corporation has been-adopted as a
common means for taking certain functions of a public
utility character outside the turmoil of party politics
end the London Passenger Transport Board, the British
Broadcasting Company, the Central Electricity Board are
all corporations of thistype. It is understood that the Gov-
ernment of India also propose to set up similar indepen-
dent authoritiesfor the development of the Damodar Valley
and for the Fertilizer Factory at Sindri. A large number
of sutonomous commercial undertakings under the joint
ownership of the Central Government, the Provincial
Governments and private carriers may scon be consti-
tuted in the field of road transport. The operations neces-
sary to enforce the price fixation programme will also be
of an essentially commercial character and should there-
fore form the responsibility of an independent corporation
gpecially set up for the purpose and working within the
limits of any general directives that it may receive.

315. We bhave carefully considered whether there
should be separate corporations for separate agricul-
tural commodities, but have come to the conclusion that
the object in view will be best served by having a single
corporation dealing with all commodities. While we
recognise that each commodity may have problems which
are in a sense specific to itself, it is the very essence of
our proposal that there should be evolved an inter-related
price policy which will maintain an appropriate relation-

ship between prices of different commodities. Agricul-

tural commodities compete with each other both in the
sphere of production as well as for the purpose of

*President Roosevelt's address to Congres on the pocaxion of the T.V.A. -

Act, -
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consumption, and the price policy adopted must be suchas
would secure a balance between the production of dif-
ferent commodities and existing conditions of supply
and demand. The principle of constituting specialized
organizations for each commodity as in the case of the
various central commodity committees constituted for
the purpose of research and development eannot be
appropriatety applied when the function is to evolve an
integrated price policy for all commodities. The emphasia
here is not on a commodity as such, but on the price
relationship as between different commoditics, and the
factors influencing prices are usually common to all
commodities. A sihgle corporation dealing with all
commodities will besides result in the distribution of
risks arising out of trading operations = and reduce
the financial liability. The Corporation may however
be organised if necessary in different sections, each
dealing with a particular commodity.

316. We recommend therefore that for the purpose
of carrying out its enforcement programme, the All-India
Agricultural Prices Council should set up a statutory
corporation which may be called the Commeodity Cor-
poration. It should be a body corporate, with capacity
to contract, tosue and be sued in itsown right. Many
of the measures that the Corporation may have to under-
take are already being administered by the Food Depart-
ments at the Centre and in the Provinces and their tech-
nical and administrative personnel who by now have
acquired a good deal of experience should be placed at
the disposal of the Corporation when it is constituted.

317. The Corporation should take all measures that
may be necessary to carry into effect the policy laid down
and the instructions given to it from time to time by the
All-India Agricultural Prices Council. Within the limits
of these instructions, the corporation will resort to such
measures as it thinks necessary for the execution of its
responsibilities. It will undertake the purchase and
sale of designated agricultural products at the minimum
.and maximum prices fixed by the Council. It will guaran-
tee to purchase all that is offered to it at the minimum
prices fixed. It will also undertake to sell from its stocks
at the maximum prices. It will, at its discretion, begin its
operations as soon as prices show a tendency to fall below
the minimum or rise above the maximum, so as to prevent
market prices from departing from the range fixed. It
will also have the power to purchase and sell the produce
on its own initiative at the market price in order to build
up its buffer stocks and turn over the stocks in ite posses-
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sion. It will package, process, store and transport pro.
ducts and undertake imports and exports. Besides the
outright purchase-and sale of agricultural produce, it will
be open to the Corporation to borrow or make loans on
the security of produce and of land and buildings. It
will carry out its functions either through its own agencies
or through the agency of Provincial and State Govern-
ments or through the appointment of licensed trade agents
to whom quotas may be allotted and necessary instruc-
tions issued. It will also act, if called upon, as the agent
of the Central, Provincial or State Governments for the
purpose of purchase and sale of any agricultural product.
Any sales made to Provincial or State Governments from
'its own stocks will however be at & price not lower, than
the maximum price. In the case of famines, when the
Provincial or State Governments consider it necessary
to make sales on a subsidized basis within their area, they
should purchase any stocks they need from the corpora-
tion at the maximum price and later sell them at any price
they choose. Any loss on account of such emergencies
will be borne by the Governments concerned and not by
the Corporation whose business character must be pre-
gerved. Its powers should be wide enough to enable it to
discharge its functions with efficiency and effectiveness.
It should report from time to time to the All-India Agri-
cultural Prices Council on matters falling within its sphere
-of responsibility and should also be free to take the ini-
tiative in preparing plans of future development.

318. The Corporation will need long term finance for (i) Cap-

the construction of warehouses and for making loans to 4} stoek,
others for such construction. The finance required will
depend upon the number of commodities selected for
price fixation which will increase from time to time,
If, for instance, rice, wheat, jowar and bajra are selected
for price fixation in the beginning, the amount of fixed
capital necessary may be estimated.at Rs. 8.2 crores.: This
will therefore constitute the minimum capital with which
the corporation should be started and its capital may be
inoreased later as may be necessary.

319. We have considered whether this capital should [#id) Swmef:
be raised from the public or whether its issue should be *
restricted only to Governments. The experience of most
countries is that in the ocase of corporations whose acti-
vities vitally affect the economioc life of the country, pri-
vate ownership creates difficulties which ultimately force
the State to aoquire ownership itself. In any ease, the
oontrol of such corporations has of necessity to rest with
the State, if they are to be used as an instrument of State
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policy. The combination of private ownership and State
control creates an anomalous positicn in which the stock-
holders have no incentive and the State no responsibility.
If the corporation is to be beth an instrument of State
policy and a successful commercial undertaking, it is
essential that its ownership as well as control should be
vested in the State.

320. We recommend therefore that the entire capital
of the Corporation should be subscribed jointly by
the Central, Provincial and State Governments in suii-
able proportions. Since-the prosperity of agriculture
all over the country is a matter of prime concern to the
Central Government, it is essential that the Central Govern-
ment should contribute a substantial portion of its capital.
It is our opinion that this contribution should amount
to 30 per cent of the total capital plus1 per cert on be-
half of the centrally administered areas. The remain-
ing 699, of the capital should be contributed by the Pro-
vinces and St#tes in proportion to the area and popul:.-
tion in their respective territories and it may be roughly
allocated on the basis of 499, to the Provinces and 209,
to the States. The capital allotted to the Provinces
and States should be further distributed amongst each
group on some agreed basis such as population, lend re-
venue, total revenue etc. The following table shows the
respective shares of the Provinces on alternative basis

of allocation. -
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RavENUBR FROM ALL SoURCES

POPULATION. LAND RHVENOB. . OTHEE THAN INCOME TAX. REVENUE FROM ALL SOURCES.
Povula. | FO7Cen]__1938-89. | 1043-44 | 1038.39 | 194344 1988-39 1048-4a
:il:):l.- tage {Amount Pereon-Amount Pegern-dAmuount Percon ‘Amount|Percen. |JAmount. Percen-|A.-ount Percen-
£ ¢ ‘12 ) .
1941 o (Rs. (tageof | (Rs. jtageof| (Rs. tageof | (Rs. |tageof | (Rs. [#age of | (Rs. tage of
* | Total. ILakhs) ' Total. | Lakhs.' Total. |Lakbs).| Total. Lakhg). | Total. WLakhs.) | Total. | Lakhs, Total,
Beng;l . | 80,887 20.4 324 124 410 13.4 1 1247 14.6 1900 181y 1277 | 14.8( 3855 13.8
Madras .o | 49,842 16.7 518 19.7 508 183 1590 18.8 2691 17.9 1613 18.7 | 2984 17.6
Bombay - | 20,850 7.0 855 13.6 8232 10.5 1216 14.4 2151 142 1246 14.5 2521 14.8
Sind ol oasss| 12 86| 1.4 | 34] a9| 60| o965| 4] 370| 48| geu| 5
C. P. and Berar 16818 | 87| 212 81| 21| 94| ser| «8| 18| s0f 41| 50 856 | 5.1
Panjab e | 28,419 9.6 - 264 10.1 366 120 | 1124 13.3 1 2477 188 1186 18.8 | 2638 15.4
N. W.F. P o 3,088 1.0 18 0.89 23 0.75 179 21 236 1.6 181 2.1 256 1.5
Assam 10,206 85| 118 43| 166 64| 2665 80| 421 88| 28| 80| s17 8.0
. |
Bihar . | 86,840 128 132 - 8.0 141 8.6 609 6.0 817 6.0 524 6.1 281 1
Orissa | 8729 80 40| 18| s 7| 17| 21} 97| 14 s2| 2P| 26| 15
U. . ~-| 56021 | 186 | 882 | 222 | 658 21.9| 1267 | 14.19| 2188 | 142 1280 | 148 2428 | 145
(Ajmer. Merwara,
Coorg, Delhi and ) ,
Br. Baluchistan.) 2,178 078 28 0.68 89 1.2 116 1.4 217 14 ) 116 18 216 1.8
Total British India. {295,772 | 100.0 { 2818 | 100.0 { 80,5¢ | 100.0 84.56| 100.0 {150,18 ‘ 100.0 | 86,08 | 100°% 170,44 | 1000
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The allocation amongst the States may also be made on
similar - principles. The respective percentage shares
in the capital stocks may roughly be as under :—

1. Central Government
(a) on own account 30%,
(b) On account of centrally_

: administered areas 19, 319,
2. Indian States 20%,
3. UP - 9%
4. Madras 7.59,
5. Bengal 7%
6. Punjab 8%
7. Bombay 8%,
8. C.P. & Berar 4%,
9. Bihar 3.59%,

10.  Assam 2.59,

11. Bind 1,59
12, - Orissa 19,
13, -N.W.F.P. 1%,

1009,

We put forward these shares only as a tentative basis for
discussion. They are merely intended to serve as anillustra-
tion of the principles on which share capital may be allot-
ted, and the participating Governments should decide
their respective contributions by mutual agreement.
The share capital allotted should be non-transferable,
and if a share is not taken up by the Province or State
to whom it is allotted it should for the time being be taken
up by the Central Government, subject to the promo
that it should be open to the Province and State\ in ques-
tion to ask for its transfer to itself at a later date

321. The Corporation will need working capltal for
purchasing and holding stocks of produce and for giving
loans to growers, traders, processors and co-operatives for
holding stocks themselves. The total capital that may
be necessary will depend upon the commodities selected
for price-fixation, the quantities 6f buffer stocks, the
prices at which these stocks are purchased, ete. Ifj price
fixation is extended only to rice, wheat, jowar and bajra,
in the beginning and an average price of Rs. 8/- per maurd
is assumed, the total amount of working capital that may
be ncecessary would amount to Rs. 32 crores. We leave
the exact method _of financing the day-to-day operations
of the Corporation to be decided by it in consultation
with tho Reserve Bank of India and the Finance Depart-
menb of the Government of Indm.



158

322. We anticipate that the working of the corpora-
tion will under normal conditions show a profit because
of the difference between the minimum price at which
it is required to buy and the maximum price at which
it is required to sell. A profit may also arise on tran-
sactions in import and export trade out of the difference
between national and international prices. The annual
operating expenses of the Corporation, if price-fixation
is extended only to wheat, rice, jowar and bajia, aie
estimated at Rs. 2.67 crores. This figure does not take
into account the losses that may result due to enforeing
the price policy in the event of a general slump in prices.
The 'profits should cover the annual operating expenses

and any surplus should be utilized to form a reserve

fund. In certain situations for instance when the prices
fixed for & commodity in one year happen to be
lower than the prices fixed for it in the preceding year,
the value of the stocks held by the Corporation will
depreciate and losses will arise. It is our belief
that over a sufficiently long period of time, profits
and losses may cancel out, and that the stock-
holdeis of the Corporation may be able to obtain a re-
turn on their holdings which is at least equal to the
yield on long-term 'Government securities. In order
to guard against the contingency of loss, however, the
~ Corporation should build up a strong 1eserve fund. We
recommend that until an adequate reserve ‘is built
up, ‘any profits arising out of the activities of the
Corporation should be cairiéd into the reserve while
losses, if any, should be made up by the pazl‘ticip‘atin'g

Governments in an agreed proportion. This may take on .

an optimistic basis about five years. Thereafter, any losses.
.should be met out of the reserve fund to an extent to be
determined by the Council, and the balance met by
contributions from the participating Governments in an
agreed proportion.

323. The affairs of the Corporation should be managed
by a small Board of Directors, which combines adminis-
trative and technical efficiency. It should take day-to-
day decisions of administration as well as plan a long-
term policy, within the limits of the instructions.given
by the All-India Agricultural Prices Council. The mem-
bers of the Board should, on the recommendations of its
appointments committee, be appointed by the All-Tudia

- Agricultural Prices Council whose constitutent un" , will
jointly hold the stock of the corporation. The persons
appointed to the Board should enjoy a sufficiently long

enuie so that they may be able to plan the future
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programme of the corporation in security and they should
be persons -of high public standing and recognised
integrity.

324. The Board of Diiectors should consist of three
persons including the Chairman. One of the members
should have had long experience of the management of a
business undertaking. The second member should be a
person with wide experience of banking and finance.
The third member, who should also be the chairman
of the Board, should possess wide administrative
experience in a department of Government. The three
Diréctors should together form the Board and its deci-
sions should be taken by a majority vote. They shounld be
paid a salary which is on a par with the salaries paid by
business undertakings of equal importance and should be
appointed for a term of five years in the first instance.
On appointment, they should relinquish any interest
that they may have in private corporations and should
devote themselves entirely to the work of the corpora-
tion on a full-time basis.~ The Board of Directors should
concern itself with all major decisions of the enterprise,
make all appointments under the corporation and re-
present the corporation before the All-India Agricultural
Prices Council and the Price Determination Commission.

3256. The affairs of the Corporation ahould be adminis-
tered by the Manager, under the general supervision and
direction of the Board of Directors. He should be res-
ponsible for the execution of the policies and decisions
of the Board of Directors. He should prepare the agenda,
present cases for the decision of the Board and notify
.different departments of the Corporation of the decisions
of the Board. He should keep the Board informed
of the current-activities of the Corporation, make 1ecom-
mendations to it and prepare special reports for its infoi-
mation. He should have the general oversight of all
the departments of the Corporation and should be respon-
sible for their efficient working. We recommend that
the Manager of the corporation, who will occupy the
pivotal position in its staff, should be a person who has
actually occupied a position of similar 1esponsibility
under Government or in business.

326. The Corporation should be organised in a number
of different departments at its headquarters, each in
charge of a Deputy Manager. There should be & separate
department for each commodity such as rice or wheat
or for a group of commodities such as millets, oil-seeds,
ete, There should be separate departments for each
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“important function also, such as finance, warehousing,
foreign trade, etc. The Corporation should have re-

gxonal offices located at convenient centres in the Pro-‘

vinces and States so as to carry out the actual operations
of purchase and sale and implement the enforcement
programme.

327. The Corporation should endcavour to carry out

its activities as far as possible through the agency of

existing channels of trade and administration.. The re-
gional “offices of the Corporation should work in close
co-operation with the staff of the Provincial and State
Governments, in particular with the Director of Agri-
culture, the Chief Marketing Officer and the Registrar
of Co-operative Societies of each area and should employ
the agency of private traders and co-operative societies
to the maximum extent consistent with efficiency. The
Corporation is not intended to serve as a substitute for
normal channels of trade and administration but to co-
ordinate them in a manner which will facilitate imple-
mentation of State policy. It should endeavour to plan
its administrative arrangements in such a way that it
would permit the appropriate departments of the Pro-
vincial and State Governments, co-operative societies,
commercial bodies and private traders to shaie as_much
as possible in the execution of its programme.

328. In order to democratise the working of the Price
Determination Commission and the Commodity Credit
Corporation and to ensure that their operations are sound
from a practical and technical point of view, it is neces-
sary to associate representatives of different sectional

“interests affected with these bodies in an advisory capacity.
While we do not advocate the appointment of represen-
tatives of sectional interests on the All-India Agricul-
tural Prices Council or the allotment to them of a share
in the stock of the Commodity Corporation, we fully ap-
preciate the necessity of giving a hearing to their case
and of obtaining their advice at an expert level before
decisions are finally made. Their advice is likely to be
most useful when it is related to the particular commodity
or to the particular function of which they haye special kno-
wledge and hence we recommend that Adwsory Commit-
tees should be set up for each important commodity
or group of commodities, and for each important funec-
tion. These Advisory Committees should consist of
representatives of growers, traders, processors, consumers,
rescarch workers and other interests connected with the
commodity or function in question. This representation
should as far as possible be organised through institutional

Adwlriaory
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channels, such as trade associations, central commodity
committees,.institutes of scientific research, appropriate
departments of Government, legislative bodies, etc. These
Advisory Committees consisting" of persons with
intimate experience of the particular commodity or
function in question will be able to offer advice with an
authority which will command respect. The Price De-
termination Commission and the Commodity Corporation
should be required to call the appropriate Advisory
Committees into consultation before important decisions
are taken and the Advisory Committees also should have
the power to make recommendations on their own
initiative to these two bodies and to the All-India
Agricultural Prices Council.

329. The setting up of the machinery proposed by us
will raise a number of constitutional, administrative,
and financial issues which will have to be settled before
any advance can be made. This will take some time and
it is important to ensure that in the meanwhile we do
not continue to drift aimlessly and run the risk of being
overtaken by a depression. We are therefore of opinion
that certain.essential preliminary measures should be
taken immediately to adapt the existing machinery of
the Goveinment of India on the lines suggested by us
so that the All-India Agricultural Prices Council will
be able to take over an administrative set up which is
more or less suited to its requirements. There
is already in existence at the present moment a nucleus
organisation in the Food Department of the Government
of India which has considerable experience of procure-
ment, storage, price control, and related matters. There
is also available in the Agricultural Department
of the QGovernment of India, a staff of advisers
who have a wide range of technical experience. These
should be utilized and - fitted into an effective
organisation for implementing price policy.

330. Certain preliminary measures should be taken
without delay. Firstly, a Bureau of Economics and Sta-
tistics should be set up for the collection of reliable data
of area, yield, costs of production, costs of living and other
factors relating to agriculture and animal husbandry.
Secondly, the ability of the Government to intervene

‘effectively in the market should be strengthened by the

procurement by the Central Food Department of at least
1} million tons of food-grains such as rice, wheat, jowar
and bajra which should be initially selected for price-
fixation, so as to constitute a reserve. Thirdly, the Food,
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Agriculture and Co-operative Departments of the Centre,
Provinces and States, the Reserve Bank of India and the
Railway and Port authorities should co-operate in orga-
nising under their own auspices as well as through private
channels the construction of ware-housing accommodation
on a country-wide scale. The storage accommodation.
constiucted by the district governmental authorities
should at least be large enough to accommodate 2 million
tons of food-grains and it should be handed over to the
All-India Agricultuial Prices Council when it is set up.
The Government of India should also conduct a detailed
enquiry into the technical problems relating to storage.
Fourthly, suitable trade or other agencies should be selec-
ted and appointed, in collaboration with Provinces and
States, for the purpose of carrying out purchase and sale
operations in different areas on an agency basis. Finally,
the Government of India should immediately initiate
exploratory talks with the Provincial and State Govern-
ments regarding the setting up of the All-India Agricul-
twal Prices Council and should appoint a small staff
for the purpose. The Council should be set up as soon as
& majority of the Provinces and the premier States ex-
press their willingness to join. The Government of India
should deputeafew officerstothe U.K., the U.S.A. and
Canada to study the price stabilisation policies pursued
there so that we may benefit from foreign éxperience. -

331. Until the Council is set up and it begins to operats,
the Central, Provincial and ‘State Governments should
endeavour to adapt their existing price policies and their
administrative machinery for price-fixing and price-
enforcement to the general principles recommended by us
in our report.

832. The All-India Agricultural Prices Council and its
two organs, the Price Determination Commission and the
Commodity Corporation, will thus be responsible for the
entire formulation and exeoution of agricultural price policy
in the country. We have indicated, in brief, the manner
in which these bodies should be constituted, the funoc-

tions they-should discharge and the powers that should

be entiusted to them. Their successful working in prac-
tice will however depend more upon the conventions that
they develop and the goodwill that they are able to create
than upon their constitutional framework. We realise that
it may be contended that these bodies will be able to ex-
ercise little influence in the absence of any specific sanc-
tions. Tt is our faith, however, that what is necessary
for their successful functioning is not so much formal
authority vested in them as willing cosoperation amongst

Cenolusion,
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their constituent units. Such.co-operation, we have no
doubt, will be forthcoming in generous measures in course
of time because of the benefits it will confer on all. The
replies that we received to our questionnaire already
show a wide realisation of the fact that the prosperity of
agriculture and the well-being of the rural population are
inextricably linked up with the maintenance of remune-
rative prices for agricultural produce. Any efforts there-
fore in the direction of securing this objective will attract
universal support. It is our firm belief that the machinery
which we have proposed will provide an administrative
framework within which the Central, Provincial and State
governments can co-operate in implementing their joint
responmblhty for promoting the well-being of their people.
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CaaPTER X.
Ancillary Measures.

333. The policy we have outlined in the precedmg Netiuoomo
chapters is based on our firm belief that increase in agri- oultlv..tor‘
oultural production can be brought about only if agri-
culture_becomes remunerative, The cultivator will
undertake improvements to his land and will adopt
advanced techniques of cultivation only if it is worth
his while,’ and capital resources will be invested in
agrlculture only if they can be sure of getting an
adequate return. "It is only because alternative
opportunities ‘of employment are few and agriculture
represents to the cultivator a way of living rather than
a means of livelihood that he sticks to the land and carries
on production in spite of meagre returns. It is however

. one thing to sullenly drugde at an ancestra] vocation
and eke out a miserable existence and quite another
to enthusiastically adopt expensive new techniques
which at heart he mistrusts. As it is, he is sunk deep
enough in debt and would prefer to utilize his credit
for other, to him, more urgent needs. It is only by main-
taining prices at a level which will cover the costs of
farming according to improved practices and will provide
an income comparable to the income in other occupations
that conditions conducive to investment and enterprise
can be created. The net income accruing to the culti-
vator is thercfore the very crux of the problem and it
is to maintain it that the measures recommended by us
are designed. -

334. These measures directed to support agricultural
prices, though intended to be self-supporting, do involve
an enormous contingent cost to the State. Although they
are indispensable for restoring prosperity to our largest
industry which-has been depressed for so long, the greatest
vigilance is nccessary to ensure that the expenditure of
public funds succeeds in providing the necessary incentive
to the actual tiller of the soil and is not frittered away
amongst the host of intermediate right-holders who crowd
the agricultural industry.

335. The net income of the cultivator is the difference
between the price he receives for his produce and the
payments he makes out of it. We must therefore
examine the forces which determine the pricz at which
he sslls his produce and the claims for payment which
he has to meet, so as to discover ways in which they can

be regulated,
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336, 'There exists a w1de disparity between the’ pnee at
which the produce is sold to the consumer and the . price
which the cultivator actually receives. An appreciable
part of the price paid by the consumer is absorbed by the
retailer; the whole-saler, the broker and a host of other
intermediaries, with  the result that much too low a pro-.
‘portion .of the consurnier’s rupee reaches the cultivator.
The market at present is so orgamised that the producer
suffers from severe handicaps if he markets his-produce
himself. ' Durmg the monsoon, the produce cannot be
transported owing to the bad condition of kaccha roads,
and the danger of its getting gpoiled in transit. At the
market place, business is conducted, according to custom
which often loads the scales agamst the cultivator. The
broker (dalal) who brings together buyers ‘and sellers-and
assists in the sale of the produce is more in sympathy with
the buyer who usually belongs to his own class. “Large

‘“samples *’ of produce are- taken from. the cultivator for
which he receives' no payment even if no sale is effected.
There are hardly any arrangements for the settlement of
disputes between sellers and ‘buyers. in the market and
where Panchayats exist, they confine their attention mostly
to disputes among traders. ~Charges are.levied under a
variety of pretexts, many of. which are unwarranted
and are lmpoeed for purposes which have little connection
_with the services rendered. There is considerable varia-
‘tionin the charges levied in different markets. In many
cases, they are excessive  and there is no uniformity of
practice as to which of them- are-to be paid by the seller

and which by the buyer- The weights and measures used
dlso vary not only from one Provinee to another but even «
in different tracts in the same-Province. The position
regarding measures is probably woise than that of weichts,

. They are usually made by village artisans and are rarely

uniform. Bye-laws prescribing the use of standard weights
and measures have been adopted by some municipali-
ties and district. boards, but they are more or less a. dead
[etter in most markets. As a result of the lack of suffi-

- cient interest on the part of the local authorities, a large

number of weights and maasures.in current use are faultv

This chaotic condition ‘easily lends itself to dlshnneqt

practices by unscrupulous persons and compatison of price
quc*atlom in different markets therefore becomes unreal.--

337, In these- cifcumstances 1t is hardly surprising
that rather than face-these: dlfflcultles, the ordmnry culti-
vator prefers to sell his grain to the. bania or to- thé
itinerant ghumars -and- felis who visit the villages. As a
result - of his natural inertia as well as of his anxiety for
1mmed|ato payment, he enters inte contracts of sale ‘with
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the wholesaler for any price that may be offered. The
existence of these intermediaries through whose hands
the produce has to pass before it is finally sold to the.
consumer gives special importance to the methods and
machinery by which the price policy is made effective.
If the minimum price guarantee, for instance, is made effec-
tive only at a few centres in the country, it will provide
& floor only to the value of the stocks held by the inter-
mediary leaving him free to give any price to the cultivator
that he may choose. It may inciease the tendenoy
towards profiteering and the cultivator will receive no
advantage.

338. It is for this reason that we have recommended
that the State should undertake to purchase at all the
important markets in the country all stocks offered at the
micimum price. This will break through the inertia
of the cultivator as.the nearest market town will be within
a reasonable distance from hls‘wllage and he can easily
sell his produce to the State if the price offered by the
trader was too low. Adequate arrangements, should
be made to give wide publicity to the minimum price:
fixed, and to the nearest markets at which the State will
buy the produce, so that, the cultivator may have an in-
centive to hold out for that price and make no sales below
it., It should be the constant endeavour of the State

‘to secure the maintenance of mairket prices all ovér the
producing areas above the minimum price fixed. It
should have its intelligence posts in every area, and if it
finds that the price in a particular area is unduly low,
it should at its discretion make purchases in that area
at the minimum price, so as to force up the market price.

339. We have also recommended that the State should
undertake to sell produce from its stocks in the ‘market
at the maximum price. This will influence retail prices
and limit the profits of traders, thereby reducing the
number of intermediaries in the trade.

340. At the same time, measures need to be taken to
improve the existing system of marketing. We under-
stand that the whole question is at present under exami-
nation by another sub-committee of the Policy Committee
on Aguculture Forestry and Fisheries. We therefore
only indicate in brief the two main directions in which
‘progress is called for. Firstly, regulated markets need
to be established in all important market centres in the
country and arrangements made for licensing of dealers,
standardization of weights and measures and grading of
produce. Secondly, marketing needs to be -organised on
co-operative lines,

Impla.
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341. Regulated markets have been. in operation for
some time in Madras, C.P., Bombay, Hyderabad, Gwalicr,
etc. and they have been responsible for bringing abouy
a number of reforms. The legislation in the different
Provinces and States however follows different patterns
anid does not cover the whole field. In Madras, the
Act refers only to commercial crops which are defined
as cotton, groundnut and tobacco. In Bombay, Sind
and Punjab, the application of the Act is restricted to
specified commodities. In some cases, the Acts are
extended only to particular municipalareas and resultin
the diversion of trade to neighbouring unregulated mar-
kets. The licensing of premises fo1 purchase and sale
outside the maiket yards is also permitted in certain
cases and it renders control over the activities of traders
more difficult. The facilities provided by the maikets
vary from place to place and Province to Province and in
many cases, sheds suitable for trading and godowns for
storage are not available! The representation of the
growerd on the market committees also varies from Pro-
vince to Province. In Madras, it is not specified in the
Act and is left to the discretion of the Provincial Govern-
ment, while in Bombay, it is laid down that it shall not
be less than one-third of the total membership. The
legislation in Central Provinces, N.W.F.P., Hyderabad,
Baroda and Mysore provides that the growers shall have
not less than one-half, while that in the Punjab provides
that they shall have a little more than one half of the
total number of seats. In spite’of the defects in the
existing legislation, it has succeeded to some extent
in abolishing unauthorised trade deductions, fixing broker-
age and commission chaiges at reasonable levels, popu-
larising standaid weights and measures, and arranging

_ for the arbitration of disputes and the supply of up-to-date

information.

342. The experience is thus encouraging and it is now
time that comprehensive legislation should be passed in
all the Provinces and States, establishing regulated mar-
kets for all agricultural commodities in all market towns.
The market committees should provide all the facilities
required for trading, licence the traders, dealers and middle-
men of the area and require them to conform to the con-
ditions laid down. Strong action should be taken to
prevent unwarranted deductions by unscrupulous traders
and intermediaries. The constitution of the committees
should provide for effective representation of the growers
which should, in no case, be less than one-half of its total
membership. The area of operation of the committees
should be carefully defined so as to prevent evasion.
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343. The regulation of markets on these lines will- (i Co-
provide a much needed corrective and it .will create con- operative
ditions within which the cultivator may expect a fair ™arketing.
deal. The ultimate interests of the cultivator however
lie in the development of co-operative marketing. It is
only when -cultivators join hands, pool their produce,
and grade and process it before sale, that they  can
obtain a fair return. This is the only way in which small-
scale farmers cah secure, to some extent, the advantages
" of large-scale production.., While marketing on a co-opera-

tive basis is being practised to some extent, it is “still in
its infancy and the produce marketed through co-opera-
tive societies amounted in 1939-40 to_only Rs. 11.4 crores.
We understand that the Co-operative Planning Committee
has chalked out a detailed plan for the development of
“co-operative marketing, and hence we do not make
detailed recommendations on this subject.

344, 'While the above measures will strengthen the gale of
position of the cultivator in his dealings with whole-salers produce to-
and other trade intermediaries, they may not prove equal- the money-
ly effective in cases where the cultivator is obliged to part lender
with his produce to the local money-lender or land-owner
from whom he may have obtained credit. The local
money-lender usually combines the business of lending
money with that of trading in village produce and his
advances to the cultivator are usually made on condi-
tion that the produce is sold to him at a low price. The
money-lender or the land-owner who make the advance
have usually at the back of theiir minds.the hope that the
cultivator, harrassed by the high rate of interest that he has
to pay and the low price that he receives for his produce,
may eventually be induced to part with his land to them
on favourable terms. We realise that the village money-
lender plays and will continue to play an important and
useful part in the credit structure and that the rates of
Interest charged, though they may appear excessive, are
to some extent justified by the high degree of risk that
characterises the business. He must not'however be
free to abuse his position .and exercise undue influence
over the cultivator to prevent him from selling his produce
in the open market. It is the very essence of our pro-
posals that the cultivator should be assured a reasonable
income in order to provide him adequate inducement’
to expand his production, and it is necessary to secure
that this is in no way rendered difficult by his contrac-
tual obligations with financing agencies. We therefore
recommend that for any produce which the money-lender
or the land-owner or any other party may take over in
repayment of the loans advanced by them, they should be’
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required to pay a price which will in no case be lower than

the minimum price fixed ; and in any suits that may arise
out of such transactions, "the courts should interpret the
contract on this basis.

345. In addition, it is necessary to place the money-
lending bublness on an equitable basis and require it to
conform to adequate standards of cffxucnoy and honest
deahng -Even though we envisage in the future a wide
expansion of the co-operative mdvement we realize that
the privdte money-lender will always be the most impcr-
tant source of credit in rural areas. The indebtedmess
in rural areas is essentially a problem of -debt owned
to individual money-lenders as distinguished from institu-
tional agencies, and this has been acting as a dead-weight
against many improvements in agriculture. Though a
substantial reduction in debt has taken place during
wartime in most Provinces, it is doubtful whether small
holders as a class have benefitted to any materiai extent.
While past debts may have beenscaled down” on account < f
war-time prosperity as well as of debt relief and adjust-
ment legislation, considerable short-term and long-term
credit will be required in the future for purposes cof land
improvement. It is therefore a matter of urgent impor-
tance to regulate the business of money-lending by a
system of licensing.- The money-lenders should be
required to accept specific obligations relating to main-
tenance of accounts, rates of interest charged on different
types of loans, etc., as a condition of the licence. The
Punjab Registration of Money-lenders Act of 1938
provides a suitable model for such legislation.

346. In addition, an alternative agency to the money-
lender shoul!d be set up for providing credit to the culti-
vator. As the Agricultural Finance Sub-Committec
state in their report : ‘“there is little doubt that if every
agricultural producer, who had need of raising funds
could approach an agency other than that of the private
money-lender and be sure of obtaining for all reasonable
purposes finance on’reasonable terms, the charges made
by the money-lender and methods of business adopted
by him would immediately change for the better to an
appreciable « extent.’”” In pursuance of this idea,
the same sub-committee have recommended that in Pro-
vinees where ths co-opeiative credit societies are unabic
to meet the nceds of the cultivaters, scparate agricul-
tural eredit corporations should be set up to provide all
types of agricultural credit. As regards long-term credit,
it has recommended that in Provinces where land mort-
gage banks are not dlready in existence, the corporation
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should, after old debts are adjusted, lend money against
mortgage for purposes such as purchase of durab_le assets
and improvement of land. As regards medium-term
credit it has recommended that it should be gianted against
a specific charge on-the equipment or chattel purchased

out of the loan, reinforced by collateral mortgage. The

implementation of the recommendations of the Agricul-
tural Finance Sub-Committee may be reasonably expected
to meet every type of financial need of the cultivator.

347. Besides the price that he receives for his produte,
the net income of the cultivator also depends on the pay-
ments that he has to make in the form of land revenue
and rent. It is the balance accruing to the cultivato
after all claims are paid that is significant as an inducement
to the cultivator to increase his efficiency and it is theres
fore important to maintain land revenue and rents ?},‘,a
reasonable level. The increase in the income from land
expected from a policy of scientific agriculture and

Payments
made by
the oul-
tivator.

remunerative prices will initiate a tendency towards

increasing revenue charges and rents in the future. The
State is entitled to some benefit through increased land
revenuc in view of the large expenditure of public funds
by it for assisting agricultural developmént. Some in-
‘crease in rent may also be justified so that the investor
in land may not be at a-disadvantage compared to in-
vestors in industrial assets. But such enhancements
in revenue charges and rents should be regulated on a
fair and equiteble basis so t.’that the incentive, to the
cultivator to increase his efficiency and expand his
production should be fully maintained. ‘

348. At present, the system of land revenue assessment
gshows wide variations in different parts of the country.
The most important is the major distinction between
zamindari, ryotwari and mahalwari systems. Under the
zamindari system, the unit of assessment is the village
or the estate and the land revenue is a fixed sum payable
in perpetuity or for a term of years on the principle that
the State is entitled to a share of the rental. The share
of the State varies between 9/10th and 10/11th of the ren-

' Land
revenus.

tal in Bengal, Bihar and Orissa end between 1/3rd and 4 of

the rental in Madras. Under the ryotwari system, the
field is taken as the unit of assessment, and the land
revenue is usually based on the ‘net produce’-—a term
which has different connotations in different- Provinces;
In Madras, the net produce is determined at each Settle-
ment which usually takes place once in 30 years, by
. estimating the money value at the prices prevailing during
the preceding 20 years of the normal yield for cach type
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of soil assessed after making suitable deduction for seaso-
nal variations, unproductive areas, costs of cultivation,

etc. The share of the Government may be up to 509,

of the ‘net produce’. Under th. Mahalwari system, the

assessment is based on ‘net assets’, which are defines

as the estimated average annual surplus produce of an

estate after deducting the expenses on account ef culti-
vation. The estimate of surplus produce is framed by
taking into account the actual share of the pioduce received
by the landowners. The result is that ‘net assets’ are
calculated on landlords’ rentals and cultivators’ profits. -
The maximum demand of the Government was originally
fixed at 1/2, but was subsequently reduced to 1/4th.

349. It will thus be seen that there is no uniformity
either in the basis of assessment or in the proportion
claimed by Government. The Taxation Enquiry Commit-
tee, 1929 (Report, p. 85) make the following remark
in this connection: ‘‘ The basis of assessment is defined
under present arrangements in a variety of ways as the
net produce, the net assets, the economic rent, the rental
value and the annual value. Sometimes two or more
of these mean the same thigg, sometimes different mean-
ings are attached in different places tc one or the other.
The original settlements which were based on a great
variety of factors, such as crops and soil values, and
the expenses of cultivation, have been replaced by 1e-
settlements, which are based on prices and general eco-
nomic factors. In carrying out these resettlements, an
increasing degree of importance has been given to annual
value as ascertained by records of leases and sales and
other similar factors,’’

350, Sir Manilal Nanavati and M.. J.J.Anjaria, in
““The Indian Rural Problem ”’, indicate the directicns
*in which reform of land revenue may be brought about,
as follows*: * Land revenue ought to be, whatever it may
have been in the past, a share claimed by the State with
due regard to the taxable capacity of the party paying
it ; it must be levied in accordance with the well-known
canons of fair and equitable tdxation. This implies,
firstly, that uneconomic holdings should be exempt from
. taxation ; secondly, that the taxation on land should be on
the principle of progression, and thirdly, that there should
be an elasticity about its burden as well as procodure
in view of diverse climatic and price factors ”’

—— -

*The Indian Rural Preblem, Seocond Edition, pp. 110-111,
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351. Efforts have recently been made by some of the
Provinces to improve their systems of land revenue. The
Bombay Land Revenue Code (Amendment) Act was
passed in 1939. .This Act provided that ‘standard rates’
for each group of lands should be so fixed that the aggre-
gate assessment on it should not exceed 35%, of the pre-
vious five years’ rental value, The Punjab has tried
to make land revenue elastic by correcting the revenue
payable in the light of the relation of the average prioe
to the computed price during the preceding two years.
The revenue payable is also correlated with the ability
of the tax payer to bear the burden on the principle
of the income-tax instead of levying a fixed charge on &
given piece of land, irrespective of the owner’s economio
position. The Punjab Land Revenue Committee has
observed .in this connection, ‘ The one most consonant
with modern methods of taxation would be to levy a
special tax upon agrioultural income, which is exempt
from ordinary income-tax., Thishasjust beendonein Bihar,.
and if it were done in the Punjab the income-tax system
would farnish the necessary analogy and model. . Each
landowner would be eeparately assessed according to.
whatever rates were imposed, and assuming rates gradua-
ted according to his income, his non-agrfcultural income
would presumably be taken.into sccount for determining
the' appropriate raté”. In Bengal, the Bengal Land
Revenue Commission. recommended the imposition of.a
tax on agricultural incomes, and a tax. has accordingly
been imposed under the provisions of the Bengsl Agri-
oultural Income Tax Act, 1944 ; it lays down different
rates for joint families, rulers of States, companies, firms
and other associations of individuals. Assam and Tra-
vancore also levy agricultural income-tax on a progressive
basis; and Madras contemplate the imposition of such a
tax in the near future. In Sind, a sliding scale of land
revenue assessment based on the average market prices
of the eeason has been adopted for lands cultivated with
wheat, ricé or cotton.

352, We are not in a position to make detailed re-
commendations regarding the reform of the land revenune
system. What we are concerned with is to emphasise
the need for fixing land 1evenue in 8 manner which will
give sufficient incentive to the ocultivator to undeitake
agricultural improvements. In this connection, we aro of
opinion that the introduction of elasticity into the system,
firstly, by linking the assessment with the price-level
and other economic factors and secondly, by the cor-
relation of assessment and the. ability to pay on the prin-
ciple of the income-tax may provide useful lines of
approach,
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353. The system of tenure and the terms on which
the land is held by the cultivator are also of decisive signi-
ficance. The systems of tenure prevalent in the different
parts. of the country can generally be grouped into three
major categories—the permanently settled system, the
temporary settled system and the ryotwari system.
The three systems have one feature in common viz. the
oocupancy right-holder who holds his iand on & perma-
nent and heritable tenure with rights of transfer. Under
the ryotwari system, the occupancy right-holder pays
land revenue to the Government while under the other
two systems he pays rent to the proprietor of the estate
in some cases directly and in other cases through 2 number
of intermediate rlght holders. The occupancy right-holder
does not always cultivate 'the land  himself. He may
lease it out to tenants-at-will who have no permanent -
rights in the land. The tenants-at-will aie often not
without lands of their own and they work as owner-
cultivators in some fields and $enant-cultivators in others.
The terms on which the tenant-cultivator holds the land
from the occupancy right-holder vary from Province to
Province. In the Punjab.and Sind, the great méjority
of them pay rent in kind (batai) and this generally amounts
to half the produce. In Bengal, under.the Barga system
which holds good over one- fifth .of the cultivated land,
the crop is shared equally between the occupancy right-
holder and the bargadar, though the Bengal Land Revenue
Commission recommended by a majority that the rent
should ‘be limited to one-third of tha gross produce. In:
Bihar, the non-occupancy ryots pay various kinds of
produce-rents, and under the batai system, the tenants’

share varies from one-half to one-third: ~Tn Orissa, cash
rents are a common feature but a considerable area i3
also held on produce-rent. In Madras, under the ““ Varam
System *’, the tenant pays a share of the crop as remnt
whereas under the ¢ Kuthagai’ system, he pays a fixed
sum in cash or a fixed amount of produce. 1In Bombay,
lands are leased on & crop-sharing rent, with the resalt
that if the tenant sows improved seed or utilises manure
or emplovs extra labour to improve the land, then half
of the increased production so.obtained at his cost goes
to the landlord. The enactment of the Bombay Tenancy
"Ast in 1941 has however improved the posxtlon of the
tenant to some extent

354. Three lines of approach are generally suggested
towards the solution of the probiem of reconciling

*Famine Enquiry- Commission—TFinal Repors.
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existing proprietory rights in land with requirements of
efficiency. These are the conversion of rents in kind
into money terms, the regulation of rents and the
reconstruction of the legal fabric of the land system,

355. Firstly, it is suggested that an effort should be
made to fix rents in money instead of in kind. The pay-
ment of rents in kind, whether wholly or partially, was
of some advantage to the cultivator in periods of falling
prices, but under a system of fixed prices and scientifio
agriculture, it will only operate to the benefit of the
rentier who will receive increased rents without having
done anything to deserve it. The conversion of the rent
fixed in kind into money terms’ on the basis of the
average price of the produce over a long period of years,
good and bad, will provide an assured income to the
rentier at the level to which he has been accustomed in
the past, and will leave to the cultivator any increments
that may result from his efforts at improving the
efficiency of production.

356. Secondly, once the rents are fixed in terms of
money, they should continue to remain unchanged for a
specified period, and changes may be permitted thereafter
only on application, to and consideration by a tribunal
specially appointed for the purpose. This tribunal should
take into account all the circumstances that may have
contributed towards the improvement in the . productive
capacity of the land and then decide whether any en-
hancement in the rent is called for. While the cultivator
should be able to retain permanently as large a share of
the increment resulting from - his initiative and enter-
prise, the probable consequences of the refusal of a share
in the increment to the land-owner cannot be ignored.
Investment in land and investment -in industry are
competitive, and the value of land has to be permitted
to rise to some extent with increase in its productive
capacity in the same way as the value of shares rises with
increased profitability of industrial concerns ; otherwise,
investment in land may receive a set-back. In
congidering applications for enhancement of rents, the
tribunal should therefore allow a certain share of the
Increased productivity of the land to the land-owner, the
major share however being left to the.cultivator. ,The
Bombay Tenancy Act of 1941 is an example of this type
of legislation. It lays down that a landlord cannot
resume land from existing tenants for a period of at
]eas? 10 years and cannot increase the rent except when
he improvements are carried out ad his expense.
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357. Thirdly, while these interlm measures are being
taken, long-term adjustments may be made in the sys-
tems of tenure. As Tawney has pointed out, even in the
Europe of the ninteenth century, * the reconstruction
of the legal fabric of the land system preceded the mederni-
sation both of productive technique and of the business
side” of farming; nor in the absence of the first, would
the two last have been possible ”. Since the beginning
of this century, agiarian laws have been passed in most
countries, their general principle being that "*‘ the basis
of every nation must be the peasantry and the latter’s
welfare depends upon the distribution of the soil which
its members till”. The measures taken have varied
in scope according to the requirements of the situation
and the pressure of public opinion, but the general pat-
tern has been similar. They have included restrictions
on the transfer of land, protection of farm properties
from attachment, prohibition of sub-division and frag-
mentation of land, fixation of rents at low levels so that
non-cultivating landlords may have no incentive to hold
land, and purchase of large estates as a preliminaiy
to their break-up and distribution amongst small culti-
vators. Legislation on similar lines directed to establish
the cultivator as the owner of the land which he culti-
vates or alternatively as a tenant holding the land direct-
ly from the State has been suggested in India as well for
some time past. The Bengal Land Revenue Coramission
have recommended the purchase of the interests of the
land-lord by the State and the replacement of the Zamin-
dari system by a.system which will bring the cultivator
into direct relation with the State. The Famine En-

quiry Commission have made two important sugges-

tions, one being the organisation of cultivators of small
farms into multi-purpose co-operative societies so that
they may help to ‘‘ promote collective bargaining between
large land-holders and their tenants and establish healthy
tenancy conditions’ and the other being the organisa-
tion of tenants into co-operative 1ent societies, whichshould
‘take on lease land from large land-holders and let it out
to their members’. Sir Manilal Nanavati has pleaded
in his minute of dissent to the Report of the Famine
Enquiry Commission for outright abolition of the Zamin-
dari system.

358. We do not propose to enter into a detailed exa-
mination of the issues stated above, but wish to empha-
sise that fiom our point of view it is the tenant-cultivator
who is the crux of the situation and it is his interests in
particular that need to be safeguarded. It is he who takes the
decisions as to what he should or should not grow, what
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seed and manurc he should use, and what improvements
ke should effect in the land. The occupancy right-holder,
the holder of superior rights and the proprietor may often
be absent ; even if they are present, they may or may not
take interest in the cultivation of land ; and even if they
do take interest, it is often likely to be negligible. Under
these circumstances if they are permitted an undue share
in the prosperity resulting from the efforts of the culti-
vator, he would have little incentive left to undertake
meesures of land improvement and adopt modern tech-
nique,

359. While the cultivator has the right to the assis-
tance of the State in securing for himself a fair return for
his enterprise, he also has the duty to pay a fair wage
to the labour he employs and to maintain adequate stan-
dards of management. If the State takes necessary
measures to maintain prices at a reasonable level and to
secure that the cultivator retains as large a share out of
the prices as possible, the State must also undertake as
& corollary the obligation to protect the agricultural la-

bourer from exploitation and to exact adequate stan-

dards of farm management.

360. The problem of protecting agricultural labourers
is now of some urgency. The,number of agricultural
labourers is increasing owing to sub-division of hold-
ings, mortgage and transfer of land, decline of cottage
industries and other causes, The exact number of land-
less labourers in the -country is difficult to estimate.
In Madras, their number has increased from 345 per
thousand persons engaged in cultivation in 1901 to 429
per thousand in 1931 and it has presumably risen further
since then. In Bengal, the landless proletariat increased
from 1.8 millionin 1921 to 2.7 million in 1931, Taking the
country asa whole, the number of *landless day labourers”
which was 74 million in 1882 increased to 21.5 million in
1921 and 33 million in 1931*. The number of landless
labourers alone will not however give a correct picture.
A large number of cultivators who hold small pieces of
land have to seek supplementary employment as labourers
elsewhere but they are not included in the definition of
landless labourers. In many cases, cultivators who have
relinquished their holdings to non-cultivating money-
lenders and landlords and become their tenants on a
crop-sharing or rent basis also have to supplement their
income by working as labourers on the farms of others.

. PCanavs Report,
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The existence of a large proletariat who depend for their
livelihood upon the wages that they are paid makes it .
essential that special measures should be taken to secure
that the wages paid are high enough to enable them to
maintain a reasonable standard of living. '

361. The level of agricultural wages varies from Pro-
vince to Province and they are paid soraetimes in cash
and sometimes in kind. In the U.P., the labourers re-
ceive one-thirteenth of the barley crop and one-sixteenth
of the wheat crop, while in the Punjab one-tenth of the
grain crop is the custom. In Bengal, annual wages
vary from Rs. 8/- to Rs. 24/- while in Bombay, they range
from Rs. 25/- on unirrigated land to Rs. 31/- on irrigated
land. The level of wages bears some relation to the level
of prices, but increase in wages usually lags behind in-
crease in pices. -The following figures for Bengsl given
by Prof. Radha Kamal Mukerjee in his book * Land
"Problems of India ” illustrate the position’

Daily Wages.

1842 1852 1862 1872 1911 1922

Field labour with-

out food (inannas) 1 13 2 3 4 4to 6
No. of seers of rice -

per rupee. 40 30 27.1 22,7 15 5

Between 1842 and 1922 the price of rice rose 8 times, but
wages rose only between 4 to 6 times; real wages thus
fell by 20 to 50 per cent.

362. The noté on Agricultural Wages, published in
the Appendix of the Famine Enquiry Commission Report
describes the views of different Provincial Governments
regarding the future trend of wages in relation to prices.
The Punjab Government apprehend that agricultural
wages may fall too low in the wake of demobilisation,
and consider legislative action for enforcing minimum
wages to be necessary. The Orissa Government also
are of the view that for some time after the war is over,
the supply of labour would be greater than the demand
and wages may not.keep pace with prices even if thess.
latter are regulated. The Provincial Governments have
generally emphasised in their replies () that the rise in
agricultural wages has been due not only to the rise in
food-grain prices but also to the rise in prices of other
‘vesential commodities and to large demands for labour
in war industries and defence works; (b) that there will
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be a time lag before wages completely adjust themselves
to regulated prices; and (c¢) that in any case, wages will
remain at a much higher level than before the war owing
to increased demand for labour from industries, '

363. We are of opinion that though wages have
remained at & comparatively high level during the war
period, the position will change with demobilisation of
armed personnel and slowing down of the tempo of ind-
ustrial produotion. In the post-war period, after develop-
mental plans have got into stride, demand for labour will
increase but in the interim period, there is the danger
that agricultural wages may remain depressed and fall
more rapidly than the fall in prices because of the un:
organised character and consequent lack of bargaining
strength of agricultural labour. The existence of a large
class of landless labourers living on the margin of sub-
sistence adds to the inefficiency of agriculfure. It is
therefore necessary that the State should intervene on
behalf of agricultural labour and secure for them a mini-
mum wage which will at least cover their cost of living.

364. Regulation of agricultural wages is part of nox-

. ma] State policy in many countries. In the United King-
dom, the system of regulation was established in 1924
by the Agricultural Wages Regulation Act which autho-
rised the Minister of Agricultuie to set up an Agricultural
Wages Committee for each country and the Agricultural
Wages Board for England and Wales. The Agricultural
Wages Committee of a éounty consists of an equal number
of representatives of the employers and workers in that
county and two additional members appointed by the
Minister of Agriculture, the chairman being elected by
the Committee itself. These Committees are charged
with the duty of fixing minimum rates of wages for workers
employed in agriculture, both for time-work as well as
for piece-work. These minimum rates may be different
for different areas and for different types of employ-
ment. It has been specifically laid down that  in
fixing the minimum rates, the Committees * shall secure
for the able-bodied man, such wages as are adequate
to promote efficiency and to enable a man to main-
tain himself and his family in accordance with such stan-
dards of living as may be reasonable in relation to the
nature of his occupation”. The Committees have power
to provide for payments in kind and to fix the cash equive-
lents at which such payments may be reckoned. . They
may also regulate the hours of employment and secure,
as far as practicable, a weekly half-holiday for workers.
The Agricultural Wages Board is responsible for. securing
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that the rates of wages as fixed by the County Committeey
are actually enforced in practice. An cmplovu' who
employs a worker at less than the minimum rate of waga
is liable, on summary conviction, to & fine not exceeding
twenty pounds in respect of each offence, the burden of~
proof lying on the accused.

368. Similar legislation has_ been passed in othes
countries and minimum wages have been secured either
by State regulation or by collective bargaining. In Aus-
tralia, an arbitration court determines the smallest wage-
income compatible with civilised life and permits increases
over and above this wage for special skill. Not all agri-
. cultural workers however are organised enough to make
use of this system of collective bargaining and it is availed
of only by shearers, fruit harvesters and workers, on sugsr
pla.ntatlons and cotton fields. In New Zealsnd, the
wages of shearirig workers alone are fixed by the arbi-
tration court because they are the orly effectively orga-
nised group amongst agricultural labour rers, and wages
of other groups of workers are regulated by the State.
In New Zealand, minimum standards of housing accom-
odation are also prescribed for agricultural workers
and legislation also covers other items such as holidaya
with pay, hours of work ete.

366. While legislation reidtlng 40 conditicns of work,
housing, hollda,ys with pay ete. is important, first priority
should be given to legislation for fixing minimum wages
for agricultural labourers. Agncultura,l labourers, being
spread over a large number of villages all over the country,
have not yet developed sufficient cohesion and are not
organised through trade unions. Collective bargaining
is therefore not possible in the present stage of develop-
ment and even State regulation is not free from difficulty.
We feel confident however that the enactment of miri-
mum wage legislation, coupled with the spread of educa-
tion amongst the rural masses, will secure the just rights
of agricultural Iabourers.

3687. The minimum wages should be fixed by district
committees consisting of representatives of emrployers
and workers in equal proportions, and having an impar-
tial chairman appointed by the Government. The
sommittees should make their decisions efter giving
due consideration to the costs of living and the lsvel of
&gricultural prices. They should permit payment of
wages in cash as well as in kind. The rates of wages
may be fixed separately for adults, women and ehildren,
for different- operatxons and for different looalitica,
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368. The State should also exact adequate standards

of management and optimum utilisation of land from
the farmers. The inherent fertility and productivity
of land is a national heritage and the assurance of re-
munerative prices to the cultivator will be justified only
if it promotes its most efficient use.

369. The State should make available to the farmeis
free technical advice for this purpose. There has been
considerable progress in recent years in the sphere of
agricultural research but much of it remains to be trans-
lated into farming practice. While research should con-
tinue and should be expanded, it is more urgent to secure
the rapid utilisation of its results. There should theie-
fore be set up a permanent machinery which will main-
tain ljaision between the research statigns on the one hand
and farmers on the other, through a wide network of
expert technical staff. The nucleus of such a machinery
already exists in the agricultural services in the Provinces
and States and in the advisory staff of the Central Govern-
ment. We recommend that these services should be
expanded to a degree where it will be possible for any
-farmer to obtain expert advice on his own problems without
diffioulty and delay.

370. Advice by itself will serve little purpose unless
facilities exist by which the advice can be put into effect.
In the present conditions of agriculture where private
agencies do not function to any-significant extent, the
Btate should take. upon itself the responsibility for
organizing the supply of such facilities. -The supply
through a chain of depots of seeds and manures and of
improved implements and mechanised equipment on hire,
the sinking of wells, bunding and land reclamaticn
measures, etc. are among the many services that the
state can render. These services should be provided
at cost or on a subsidised basis where necessary.

371. In certain cases it may also be necessary to give,
a3 in other countries, direct subsidies in order to stimulate
the production of specified crops or to bring under cul-
tivation marginal or derelict land. We have already
giscussed the importance of such subsidies in Chapter

1I1.

372. If however in spite of these measures of aasis-
tano2, adequate standards of management are not main-
tained and optimum utilization of land not secured, it
‘will be necessary for the State to undertake measures
.to compel the rccalcitrant farmers to conform to the

Farm
manage-
ment and
land
utilization,
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desired standards of efficiency. We recommend therefore
that the State should obtain reserve powers by necessary
legislation. to give directions to farmers pertaining to the
management and cultivation of their farms and to secure
their compliance. The directions may refer to methods
of cultivation, use of improved seed and manures, econo-
mic use of irrigation water, land improvements such as
bunding, and other matters which have a bearing on the
efficiency of production. If these directions are not
carried out by the farmers, then the State should use
its reserve powers to secure their.execution by any means
that may be expedient. In cases of continuous non-
compliance, the State should acquire the rights in the land
after payment of fair compensation to the farmer in
question and lease it to other cultivators on a tenancy
basis, giving preference to landless labourers. Before a
tenancy is terminated or a land owner is dispossessed how-
ever, he should have the right to appeal to an independent
tribunal against the decision of the executive authori-
ties. It may be mentioned that similar powers have been
recently obtained by the Government in the U.K.

373._ Another important aspect of agriculture in which
there is need for positive action by the State is the con-
solidation . of fragmented and uneconomic holdings. Al-
though statistical information about holdings is incom-
plete, enquiries made in certain Provinces show that its
average size is not greater than three to five acres. The
enquiries made by the Bengal Land Revenue Commission

‘in typical villages in all the districts of Bengal revealed

that the average holding was about 4:4 acres. In the
U.P., the average is believed to be about 6 acres. In
Madras, the Land Revenue Administration reports of
1936-37 show that the average acreage per patta (holding)
in the Province was 4.5 acres. An enquiry made by-the
Punjab Board of Economic Enquiry in 1939, shows that
the. largest number of owners in the Province were in
the group with holdings of between 1 .to 3 acres. The
Famine Inquiry Commission have stated that the replies
roceived by them from the provinces indicate that the
general tendency, with the one. exception of Sind where
the pressure of population has not yet been felt owing
to the large increase during recent years in the irrigated
area, is for the number of small holdings to increase. The
immediate cause of the progressive decrease in the size
of holdings is believed to be the division of the land of a
common ancestor among his successors-in-interest,

374.. Tt is generally believed that the small unit of
production in Indian agriculture represented by tha
excessively small holding constitutes a serious handicap
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to the adoption of improved agricultural technique. As
Sir Manilal Nanavati has put it, ‘‘ the cultivator, who
lives on the margin of subsistence cannot be expected to
possess the resources necessary for increasing out-turn
of his crop by the adoption of improved farming prac-
tices requiring capital”’.* The evil has now reached
such proportions that it can only be  tackled
by an intensive effort to increase the size to economic
levels. Proposals for the amendment of the law of suc-
cession 8o as to abolish the right of partition of medium-
sized holdings are usually objected to on the ground that
it may disrupt the traditional pattern of society and may
lead to an increase in the number of landless labourers.
The only other remedy is to promote a change-over from
“individual farming of small holdings on a family basis to
collectivefarming of the wholevillageon a co-operative basis.

375. Before changing over to co-operative farming,
the most suitable type of organisation will have to be
ascertained by carrying out experiments with different
types, 8o that the merits and defects of each may be fully
revealed. For instanos, a co-operative farming society
may confine its activities to certain specific "purposes
such as purchase of seed and manure, sale of produce,
use of machinery, etc., leaving the members fiee other-
wise to work independently as before. Or a society may
. acquire land and lease it to its members, who will be the
tenants of the society and will pay a fixed rent for their
holdings. The membersmay cultivatetheholdingindepen-
dently though according to the general plan laid down
by the society and take over the produce. A step further
will lead to partial joint farming under which thé members
will cultivate their holdings themselves according to the
crop programme drawn up by the society but will obtain
finance from the society and sell their produce through it.
Finally, full-scale joint farming may be organised, and the
land and other resources of the members will then be pocled,
farm operations carried out jointly under a common
programme, the produce marketed jointly and the
profits distributcd among the members according
to the land and labour contributed by each. Afier suf-
ficient experience has been acquired to enable Govern-
ment to form an estimate of the relative merits and
defects of these different types of organization, an inten-
sive drive for incre2sing the size of holdings to economic
levels may be undertaken

378. The measures which we have advocated above Education.
will not be effective until the man behind the plough

" *Famine Enquiry Commission Report, ». 250
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~ himself is educated and trained in the use of scientific

technique. The illiteracy of the farmer operates as a
handicap not only in regard to the ability to appreciate
and absorb new techniques but also in the maiketing of
produce where he is at the mercy of intexmediaries of
various. kinds, only too ready to trade on his ignorance.
The exténsion to the villages of adult education .suited
to the rural environment is therefore a crying nedessity.
The crucial problem here is not only to bring knowledge
to the door of the villager and convince him.of the merits
of the improvements recommended but to demonstrate
to him on land in his own village that these improvements
are within his means. With 700,000 villages in the country,

- this is indeed a colossal task. We do not envisage a

substantial hastening of the tempo of this work withont
a radical change in the approach to the problem of village
publicity and propaganda. This change involves the fullest
use being made of the mobile cinems and the radio es
media. for publicity and instructionin all aspects of village
welfare. We attach prime importance to the mobile

_cinoma as & medium of instruction in virtue of the case -

with which it can collect the villagers who come in a mood
ready to listen and to learn. - o

377. While undertaking a programme of ,fa;r-re&ohing
measures of agricultural development, it is well to re-

membér that the execution of this programme will ul-
~ timately depend upon the co-operation of the people
- which can only be secured through the organization, on

" a permanent basis, of channels for mutual consultation.

Such consultation is rendered all the more necessary when

“the State is expected to possess coercive powers on a

considerabls scale which need to be used with restraint
end without harassment. Itisonly when the programme
is ‘supported by public opinion that it can commsnd
willing acceptance and lead to fruitful results.

378. The organisation of local representative bodies
have played an important part in the development of
agriculture in the United Kingdom- and in the United
States of America. In England and Wales, the County
War Agricultural Executive Committees mainly composed
of farmers were of such assistance in securing an expan-
sion of production during war-time that they are now

" constituted. on a-permanent basis. They work in close
_-association with the national advisory services for the
. promotion of farming efficiency and act as the local agents

of the Ministry of Agriculture in the exercise of its powers
of centrol. s



181

379. In the United States of America the farmer-
committecs have been playing a vital role iff” agriculture
ever sinee the Agricultural Adjustment Act of 1933, Each
County Committee consists of three-farmers who are
rlected by the Community Committees, who are them-
selves elected each ycoar by all formers within the local
adminisiration area. The County Agricultural Exten-
sion Agent who represents the Federal Government is an
ex-officib member of the County Committee. There ars
thus more than 3000 County .Committees, and 29,000
Community Committces operating in the U.8.A., provid-
ing more than 9000 County Committee-men and 87000
community committee-men to assist in developmental
activities. The opcrations of the County Committees
are linked together by means of a State AAA Committee,
consisting of three to five farmers, who are residents of
the State and are appointed by the Seeretary of Agricul-
ture, The State Director of Agricultural Extension is
an ez-officto member of the Committee. The State AAA
Committees are directed by the Central Office of the Agri-
cultural Adjustment Agency through its regional divisions.

380. The committee system -has thus been utilised
on a large scale in the United States for the purpose of
democratising the making and execution of agricultural
policy. Since the committee-men are elected enpually by
their farmer neighbours’'they are directly responsible to
the farmers of their community and county and they are
liable to be replaced at the next annual election if they
do not administer the programme satisfactorily. They
receive pay for the time.they devote to the programme
which along with other operating expenses of the Com-
mittee is deducted from the funds made available for
payments to farmers. The functions of these commit-
tees have gradually advanced from mere advisory fune-
tions to scctual administration. These committees are
responsible for explaining the provisions of the programme
to farmers, determiring individual gozls and allotments,
speeifying conservation practices, certifying eligibility for
perticipation in loans end other programmes, checking
performance, and a wide variety of other tasks. They
help, by their recommendations, to share agricultural
programmes in gsuch a way that they will fit in with the
needs of their own localitics and thereby contiibute
largely towards the solution of the problems of farmers
and consumers in the country.

38l. We are of opinion that the committee system
adopted in the U.K. and the U.S.A. provides us with a
useful model to follow in our country. By organising
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such committees in villages, tehsils, districts and Pro-
vinces and se€uring their co-operation in the planning and
execution of developmental programmes, Government
will create a favourable atmosphere for agricultural
development. The problem of ereating such organisations
in the rural areas has already been examined at some
length by the Famine Enquiry ‘Commission and the
Bengal Administration Enquiry Committee and we are
in general agreement with their conclusions. We parti-
cularly draw attention to the warning of the Bengal
Administration Enquiry Committee that * neither succes-
sive failures nor criticism should be permitted to deflect
Government from its objective, the setting up in the vil-
lages of self-governing bodies . We strongly recommend
that these should be constituted not only in villages but
also in the tehsils and districts and Provinces on a federal
basis and they should represent different agricultural
interests such as landless labourers, tenant cultivators,
occupancy right-holders, landlords etec.

382. The State will then turn to them with confidence
for their advice. These bodies should advise Govern-
ment in the framing of policies and would also be of help
in executing them wherever possible. These bodies should
be represented on any policy-making authorities that
Government may constitute in the sphere of agriculture
and they should be the recognised channels for explain-
ing Government policy to the countryside. In particular,
when QGovernment propose to issue directives or to
compulsorily dispossess holders of existing rights, action
should be taken only in consultation with the appropriate
local organisations who may also be entrusted with the
implementation of the decisions of Government in this
respect where deemed necessary.

883. It will be seen that a wide variety of ancillary
measures are called for in connection with a price fixa-
tion policy. Not all the measures, however, are of equal
importance from the point of view of assuring remurer-
ative prices to the producer. For instance, the improve-
ment of marketing, the reform of land revenue and
tenure, and the promotion of rural education would still
be desirable on general grounds even if a policy of price
fixation were not adopted. Certain other measures, on
the other hand, are mcre closely inter-woven with price
policy. The regulation of moneylending, for instance, is
necessary if the cultivator is to have the freedom to sell
bis crop to the State. Minimum wages for agricultural
labourers have to be guaranteed if the benefits «f price
fixation are to be carried down to them. It ia desirable
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hnwever to undertake all the different measures
simultaneously so that as a result' of their cumulative
effoct, there may be prepared the proper atmosphere for
the introduction of a policy of price fixation. Such a
policy ean only succeed, when it is a part of a wider
programme of agricultural development.
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384. Our mein task in this Rgport has becn to reeom-
mend the principles on which producer’s prices sheuld
- be fixed for different types of agricultural and animal
husbandry produce and the means by which such prices
can be made effective and an assured market provided.
While we therefore naturally concentrate on price policy,
we have always kept before us the wider objectives which
this policy is intended fo promote, viz. expansion of
agricultural production with a special emphasis on food
production in particular, and improvement in the stan-
dard of life of the people. For this reason, we have also
recommended a number of ancillary measures that need
to be taken to reinforce the price polity.

385. We have refrained from recommending particular
levels of prices as the objective to be aimed at. The
general economic situation is stil) in flux and the tren-
sition from war to peace has only just started and is far
from complete. The position regarding our interna-
tional relations, our balance of trade and the parity bet-
ween our internal and external prices has not yet clarified
itself. _ The price level in India has also risen to a greater
extent than that in certain other countries with whom
we have close commercial relations, and there -is consi-
derable uncertainty regarding the levels at which Indian
prioes and international prices will ultimately settle down.
When the whole future is thus uncertain, it is not feasibls
to suggest with confidence any particular level for the
fixation of agricultural prices in India. We have, in
fact, considered it inadvisable to do so, as any figures
" that may be recommended assume a degree of authority
which is unwarranted by the limited assumptions on
which they could be based. It may well be that they
have no relevance to the shifting balance of forces. We
have therefore thought it more useful to recommend a
procedure for fixing and enforcing minimum and maxi-
mum prices which can be followed in any set of circums-
tences, rather than stress any particular level of prices
as such which cannot but be conditioned by & given set
of eircumstances.

386. The combined effect of vur recommendations will
however reduce the range of fluctuations in the long-period
trend of prices. Firstly, during the' continuance of the
present regime of controls, minimum prices will be fixed at
a level equal to fair parity prices and will thus give stabi-
lity to prices at & remunerative level, Secondly, in the
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post-transition period,.though due to practical considera-
tions minimum prices, may be fixed at levels below fair
parity prices, such modification -will be related to well-
defined factors and some of us even lay down‘a maximum
limit to such modification.. Thirdly, even if a‘reduction
in agricultural prices is.called for as & preliminary.to any
general reduction of prices.undertaken as a matter of
"State policy, such preliminary: reduction in agricultural
prices will not exceed a specified maximum. Finally,
minimum prices will under no circumstances be permitted
to fall below a specified rock-bottom floor, at any rate
during the next five years in the first instance. These
measures taken together will prevent any unduly wide
fluctuations in prices..

387. It may be. thought that: we have proyvided for.
many contingencies .which. are .unlikely ‘to'arise in the
near future, It is. often believed that the 'prevailing’
global scarcity of supplies will continue for many years
and that any apprehension of a fall in agricultural: prices
is therefore unwarranted. In our opinion,: this' belief
is contrary to the facts of the case, . Although agricul-
tural prices may be maintained for some time to -come,
and forces making for a depression -temporarily held in
check, it is hardly to be expected that the generalscarcity
conditions . now prevailing ‘will last for more ‘than. & few
years. ' The decline in agricultural production during.tle
recent war in Europe has been estimated_fo be.of some-
what less magnitude than that during the war of.1914-18.
During World War II, greater attention was paid to.the
maintenance of farm production than during World "War I-
and in certain countries, there has been a substantial.
increase in production during the war years. It is only in
draft power in machinery and in the supply of fertilizers
in enemy and enemy-occupied countries that the situation
today compares unfavourably with the sitnation at the
end of the war of 1914-18. On the whols, therefore, agri-
~ cultural rehabilitation after World War II is likely to be
quicker than after World War I; and even then, the boom
hed lasted for less than three years. Even if the. greater
dependence of agriculture on ‘machinery and fertilizers
today may retard the rate of recovery, it is unlikely that
full recovery will take longer than another-four to five
years at the most. . .In fact, the time required for a return
to normalcy may be even less, and it would be most unwise
to rely upon an automatic maintenance of prices at re-
munerative levels. '

388. We are awarse of the general-dissatisfaction at the
working of economic. controls .during: the -war- and the
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.nxiety of the public for their relaxation and ultimate
.bolition at an early date.— The administrative machinery
Jso gave room for a great many abuses and it has bzen
heé target of considerable criticism. Some of the abuses
were due more to inexperience than to any inherent de-
fects in the ma.chmery and will disappear in ccurse of
time; With increasing association of public opinion
with the Governmental ma.chlnery, we may also hope
that other abuses will be kept in check. The public toe
have become accustomed during the war to a greater
measure of administrative interference and may look
upon-it with less hostility. It has to be recognized that
controls are after all a necessary concomitant of any
planning and though efforts should be made to avoid
undue restriction of individual freedom, it cannot al-
together be avoided. When controls are directed to-
wards accepted objectives and are administered with dis-
cretion and moderation, they will not evoke eerious op-
position.

389. We are therefore of the view that immediate.
steps need to be taken to implement the price policy
recommended by us and to set up the nucleus of the neces-
sary.administative machinery. An administrative machi-
nery cannot be built overnight and it will take some years
before it can be fashioned into an effective instrument.
We are fortunate in having already in existence such
a machinery in the Central, Provincial, and State Agricul-
tural-and Food Departments and their ancillary offices. It
has had considerable experience of producuon cam-
paigns, price fixation, procurement, movement end dis-
tribution, in so far as food-grains are concerned. Since
it was built up to cope with problems created by scar-
city counditions during the war, the scope of its prebvnt
activities will be curtailed and its expert. and trained
gtaff disbanded as war conditions gradually disappear.
There is the danger then that when the anticipated slump
supervenes, we may be left with inadequate machinery.
to counteract it. - We are of opinion that the existing
machinery which was created for handling problems
avising out of scarcity should thercfore be retained and
adapted for handling problems arising out of conditions

of abundance.

390. In formuiating our recommendatuns we have
had constantly in view the limitations impesed by ad-
ministrative pe1~0n1191 and financial resocurces and the
necesaxty of co-operation between the Centre. Provinces
and States. We bave already emphasised the importance
of utilising the expfrlencod personnel available in the
Agrxcultural and Food Administrations in the country.
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Financial resources will providé a more difficult problem
because State activity will expand not only in the field
of agriculture, but also in other fields. We realise that
competition for finance will be very keen in the immediate
. future and we have therefore adjusted both the objectives
of policy and the machinery for its execution to what we
consider to be practicable from a financial point of view.
The tempo of development will also depend upon the deg-
ree of co-operation that ultimately emerges in the working
of the programme between the different administrative
units and hence we have recommended that it should be
implemented through Provincial and State Governments
as_far as possible, utilising their normal channels of
administration. As the whole programme gathers mo-
mentum and the various measures adopted have their
cumulative effect in raising the national income, it will
be possible to expand its scope of oprration. The programme
of action proposed by us is flexible and is designed to
begin with modest and limited aims, advancing in gra-
dual stages to its final objective.

391. In conclusion, we wish to reiterate that the re-
commendations mzde in this report should be considered
in tho context of a general drive for agricultural and eni-
mal husbandry development. -We have naturally con-
centrated our attention on the problems specifically re-
ferred to us for consideratior, but we are fully conscious
of the fact that price policy is closely related to other
aspects of deyelopment such as’ improvements in mar-
keting, provision of agricultural finance, reform of land
tenure, establishment of subsidiary industries and adop-
tion of technical and Scientific improvements' in far-
ming. We have referred to theze at relevant places in our
report and have devoted a chapter to the measures that
we think are - ancillary to price policy. . We have re-
frained from dealing more exhaustively with these prob-
lems because they have been dealt with at length in the
Memorandum of the Imperial Council of Agricultural
Research and the report of the Famine Inquiry Commis-

- sion on which we have drawn freely and the reports of the
Food-Grains Policy Committee, the Agricultural Finance
Sub-Committee and the Co-operative Planning Com-
mittee. The responsibility for over-all co-ordination
of the recommendations of these different Committees
rests with the Policy Committee o1l Agriculture, Forestry
end Fisheries. ‘Our report should therefore be consi-
dered along with those of other Committees on connected
problems, so that all of them taken together should pro-
vide the basis of a comprehensive plan of agricultural
development for India, -
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Nots by Sir Pheroze Kharegat.

. 1. The report of the Committee representsthe . largest
‘measare of common sgreement that oculd be reached on a
“dificult and complex prcblem. In trying to arrive at a more or less
unanimous report, scme ambiguities have “crept in and certain
points need to be clarified and elucidated from my point of view.
Hence this note.

2. 1. The most important of thess peints is the question of
the price to be fixed. The ccmmittee have contented themselves
with the laying down of a formule., Tkis to my mind is not
enough for immediate action.

2. 2. I wish to -make it perfectly "clear that..I visualise a
price of Rs. 7/8/- minimum and Rs. 9/8/- maximum per maund of
wheat at Lyallpur at present andin the next few years. The
prices of other commodities should be adjusted to this basic vrice,
bearing in mind normal or.reasonable differentials,

2. 3. . That the recommendation of the Committee as it stands
is ambiguous will be apparent from what has transpired. "At one
of the meetings of the Committee, the Chairman  enquired what
the formula would result in. ' From the reply given by one of ‘the
members; I had the iinpression that the formula recommended. by
the committee worked out in -practice to a price of  about.Rs. 8-
per maund for wheat at Lyallpur. As this figure was more or
less what I had in mind, I did not pursue the matter further,

2, 4. This figure is however- not being mentioned in the
report. Moreover it appears that if certain mysterious ‘adjust-
ments’’ are made, the figure will drop to Rs.6/8/-. Nor. is it
unlikely that, on the basis of some other assumptions as regards
allowances to be made and weightages to be given, the figure may
even be reduced to Rs. 4/8/- or less,

2. 5. In fact we do not know wkere we stand with thjs
formula, and what really it will mean in practice wken the ficure
is actually worked out by methods unintelligible to the lay;xan,
Henee I consider it essential to make it absolutely ‘clear ‘as-to
what Iaccept in this connection, viz., a price of Rs, 7/8/- minimum
and Rs. 9/8/- maximum per maund of wheat at the wholesale
market at Lyallpur, with other prices in confotmity therewith,

3. 1. Ttis perhaps advisable to state at this stage the grounds
on which the figuressuggested are justified and to answer the
objections that may be raised against them.. '

3. 2. As the committee have recognised, the logical method
is to base prices on costs of production and costs of living,
Unfortunately, the only statistics we have about costs of production
are in connection with an enquiry carried out by the Imperial
Council of Agricultaral Research during the depression, The cost
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ot production of wheat was worked cut fcr the irrigated and
unirrigated part of the Punjab; the fcrmer <ecupics 6/10ths and
the latter 4/10ths of the acreage under whett. Applying weights
accordingly the ocost of production fcr the Punjab as a whole
worked out at Rs. 2/11 per maund in thcse days. Since then prces
have increased generally by 1449, (s. e. the index number is 244).

If the cost of production has increased prcportionately, the cost
at present comes to Rs. 6/9/- a maund.

3. 3. This figure for wheat is confirmed by.a practical agri-
culturist in the Punjab who keeps full accounts. He has worked
out that the bare costs of prcduction of wheat (5. e. not allowirg
for interest on .investment in land) come to between Ras. 6 and
Rs. 7 per maund. The mean of these two figures, viz. Rs.6/8/-is
probably as correct a figure as we can expecct. This may rot satisfy
economists, but gives a fair indicaticn of thke ccrrect figure.

3. 4. A reasonable margin of profit must be allowed on this
figure to enable the farmer te make a livirg. For tkis purpose
under Indian conditions a ncrmal procuremert price of Re. 8/8
cannot be regarded as excessive. A holder of 50 acrcscan live
ccrfertably if he makes profit of Rs. 20 per acre and big farmers
can even work at a smaller rate of profit. But in Irdia the average
holder has only 8 acres of lJard end he cannot make both ends
meet if he also is allowed a profit of Ra. 20/- per acre ¢8 his income
would be only Rs. 100 a year. The small hcider needs two or even
three times that figure as profit in ordcr to erasble him merely to
exist, It is mainly because the foreign producer has a large asreage
that he can afford to sell his produce at a lower price. Our small
preducer must be given a relatively higher margin of profit to
enable him to carry on.

. 8. 5. Accordingly our prices will inevitably have to be higher
than those elsewhere because the farmer with a small holding must
have a larger profit per acre if he is to carry on with this work
and enjoy a reasonable standard of life. His cost of production
being Rs. 6/8/-2 maund, the request fora rormal purchase price
of Re. 8/8/-,with a minimum at Rs. 7/8/-and a maximum at Re, 6/8/-
is fair and reasonable.

3. 6. Thisin faot is the prevailing price, It has been arrived
at by a prooess of-trial and errcr and has been in force for 2 or 3
years. Most other prices Lave adjusted themselves to these
figures and they have worked fairly. -It is therefore suggested
that they may be taken as the basis for price stabilisation.

3, 7. The main objection that will be ra‘scd is that in view of
the uncertainty of world conditions government cannot commit
themselves to such a price level, Tt will be poin‘ed out that the
price in Cavacda ard Aust:alia may be of the order of Rs. 4/8/- a
maund. We cannot maintain a price which is 809, above that.
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The reply is that we must adjust our priccs to our own needs
2nd conditions. We cannot allow the economy of the countryside to
be upset in order to fall in line with the prices suitable for other
oountries. We must have a price which will encourage production

and not discourage it.

3. 8. It may further be pointed out in this connection
that the actual price of wheat befors the war was abnormally low-
in the Punjab even relative to the prices of other commodities and
well below the costs of production. Attempts to- control prices
first at Rs. 4/6/- and then at Rs..6/- during the' war complet:ly
failed and the prices of millets became higher than those of wheat.
The present range of prices was arrived at by experience and
represents the economio price under existing conditions.

3. 8 Another objection that may be raised-is that -the
-figures worked out for costs of productiori are not reliable. It
is admitted that economic science has nof.advanced far enough
to give us data which arereliable. But the suggestion put forward
here is primearily bassd on broad general grounds, bearing in mind
tha cost of the articles entering into the costs of production and
oost of living at different periodsin the past.

3. 10. Yet another objection is likely to come from the finan-
oial side. It will be urged that if the general salary level'is to be
edjusted to a price of Rs. 8/8/- for wheat, there may have to be
oonsiderable increase in salaries. Actually however wages
have now adjusted themselves more or less to this price level and

_if an attempt is made to lJower wages, there is apt tobe economis

confusion. :

3. 11, It will be argued that the price I have suggested will
cause hardship to consumers in - towns.- The remedy lesin

subsidising consumption.

4. 1. The next question that arises is how long the price
shoald be maintained at the level proposed. The Committoe have
recommended that the fair parity price should be the minimum
price doring the transition period. I would also say that.the
price suggestcd should be maintained during the transition period.

4, 2. But I am afraid the definition given by the Commiittee
of the transition is ambiguous and needs to be clarified. They
have defined it as that during which the controls initiated during
the war continue. This may be interpretcd in any way one pleases,
It is essential to be more precise if misunderstanding s to be
avoided. T would prefer to say that the transition period will end
when for two consecutive yearsthe import into India of foods
grains bave been less than a million tons, ‘
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4.3. The reason for this suggestion is that the transition
period should really mean that during which we must .encourage
production so as to become practically (if not entirely) self suffi-
cient.’ ~Until this stage i3 reached, prices must be rnaintained at
a suitable: level, irrespective of what is decided. about war-time
controls. “In practice thetwo ought to mean the same but it is.
best to be as precise as possible,

5., After the transition period is over, Iam prepared to
aocept & reduction in the: price not excesding 124% in any one
year. But I must make it clear that in my opinion no further
reduction should be permitted until “agricultural - ensts” have
dropped by a corresponding amount. ' o

6, In connection withrock bottom minimum, it is neecesary
to clear up a possible ambiguity, What Ivisualise is that the
Btate should bring all 'its resources to bear to prevent a fall
below this figure and must adjust its whole policy, in, respect of
currency, trade;‘etc.,” to secure ‘this end.  Otherwiss the proposed
absolate minimum “will have' no meaning. I consider that this
figure-should not’ be less thap Ras. 5/10/- psr maund. of wheat at
Lyallpuri- :

7 In short I desire in this note to olarify certain points
in the report.and to say that_in my opinion.

() The price in the transition pericd should be Rs. 7/8/-
minimum and Rs. 9/8/- msximum per meaund of wheat
at the wholesale market at Lyallpur, with .all other
pricesfixed in conformity therewith.

{b) The transition:period may be- defined as ending when
for two consecutive years. the imports - into India of
food-grains have beenless than one million tons.

(¢) Thereafter prices -may be adjusted on the basis of the
parity of agricultural costs 28 proposed by the Commitiee,-
subjéct “to the proviso that there should ~not be.s -
redaction of more than 3 annas in the rupee in any one
year. ‘

(d) The State should bring ail its resources to bear to prevent
prices dropping below the rock bottom minimum, which
should be Rs. 5/10/- for' wheat at Lyalipur and in con-
formity therewith for other commodities. and o

.(¢) If these prices are found to be high for certain classes of
cc nsumers, their emoluments should be adjusted to.this
price level and where necessary foQd should ‘be given on
a subsidised basis $o such consumers.

P, M. KHAREGAT,
« 21-12-1946
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Note by Sir ngal I. Rahimtoola.

I support Sir Pheroze Kharegat's viewsand append my signature
to his note.
FAZAL I. RAHIMTOOLA.
20-1.1947 '

Nots by Rao Bahadur N. R. Samiappa Mudaliar,

I join with Sir Pheroze Kharegat in appending the note with
this addition viz., the pricz of paddy, at Tanjore in the Madras
Presidenoy, in the transition period shculd be Re. 5-12-0 minimum -
and Re. 6-4-0 maximum, per imperial maund. ”

N. R. SAMIAPPA MUDALIAR.
26-1-1947

Note by Sir Roger Thomas.

I agree with Sir Pheroze Kharegat that the formula for the
determination of guaranteed minimum prices as given in the
Report needs clarification and amplification in its” application to
the transition (interim) period, that the concept of the transition
period nceds to be more specifically defined and that during the
_ post-transition period the rock bottom prices should be at a level .
which will preserve the agricultural economy of India. These are
all cardinal matters for which I pleaded at Sub-Committee stage
but upanimity could not be réached.

If the egricultural prices policy to be adopted by Government
cannot ensure that the fair agricnltural prices in any year will not
be inordinately whittled dcwn, and cannot ensure that a
catastrophic fall in agricultural prices reminiscent of the 1930’s
will be avoided at all costs in the interests . of national economy
then the recommendations of our Committee will have been in vain,

I therefore support the conclusions reached by Sir Pheroze
Kharegat in para 7 of his Note but with one qualification, namely,
that whereas during the post-transition - period the rock bottom
minimum price for wheat at Lyallpur should on present indications
be Rs. 5/10 per maund, the economic conditions then prevailing
may necessitate upward revision of this rock bottom price.

BROGER THOMAS.
18-1.1947
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Note by Mr. B. H. Adarkar.

While I am in generz] egreement with the Repcrt, I wich to
emphasize the following points which appeer to me to bte cfa
somewhat fundamental character.

While I agree that the maintenenceof remunerative prices
should be the objective of Btete policy, I epprehend that the
extension of a guarantee cf a remurnerative miniroum price may
involve the State into difficulties. In fixing minimum prices for
each season, the State has to tuke into account a numhber of
factors and when allowance is made for these, the resulting
minimum price may not necessarily be remunerativein all sessops. 1
consider it important to emphasize this point, because otherwise
there is & danger of certain interests insisting on minirum prices
being fixed at an assumed remunerative level even when the
abministrative machinery is swamped with supplies. i

Even when the State has ample resources to finance buffer
stocks, it is unfair to the consumer to restrict market supplies
below a certain minimum level merely for the sake of meaintaining
remunerative prices. Further, if & system of minimum -prices is
to be combined with consumption subsidies, a large part of the
cost of such subsidies may easily fall or the agriculturists who
form the meajority of the population, and the benefit of minimum
prices will to that extent be reduced.

I am also very sceptical of the idea of a rock bottom mirimum
below which prices are under no circumstances to be allowed to
fall, Should circumstances develop in which the rock-bottem
minimum is fodnd to be untenable in the light of the other consi-
derations which must govern the fixation of a minimum price, it
will be very unfair to the consumer if the State goes on starving
the market of its needs in order to support prices &t the rock-bottom
. level. The intention presumably isthat the State should adort
monetary and other measures to maintain merket prices above the
rock-bottom  minimum. I do not think, however, that in the
present state of our knowledge of the technique of monetary
managem>nt, we could confidently hope to earry out an expansio-
nist monetary policy, at all times, without producing adverse
repercussions- in other spheres. If, despite these consideratiors,
the adoption of a rock-bettom minimum is considered essentis] for
safeguarding the producer’s interests, I wculd suggest thatthe
consumer’s interests be safeguarded by stipulating that the price
stabilisation authority will never conduct its cperations in such a
way that market supplies are reduced below a minimum quantity
(whether as a direct cr an indirect consequence cf its operations).

B, NJADARKAR.
9-1-1947,
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Supplementary Minute by Mr. V. Narabari Rao.

The Sub-Commictee on agricultural prices was set up as the
result of one of the recommendations of the Policy Committee on
Agriculture, Forestry and Fisheries to the effect that Government
should guaranter to producers an assured market at a remunersativa
price for agricultural produce. This recommendation has since
been endorsed by the Governmsnt of India in their statement cf
agriculture and food policy in the following terms :—

“Such economic measures will be taken, as may be practicable,
for the regulation of prices so as to ensure an adequate return to the
producer and fair price to the consumer.

The Government of India propose to examine the recommen-.
dations of the Committee as soon as they have been received. It
will be noticed that the acceptance by the Government of India
is qualified by the practicability of the measures to be tkaen.

2. In dealing with this subject in the peculiar circumstance
of India, I have felt it necessary to add this minute, in order that a
carefully b-lanced perspective may be constanily kept in view,
firstly as between developments in the fields of agriculture and other
matters such as industries ete.,and secondly as between the various
measures calculited to secure the main objectives of agricultural
development. Unless this is done, there is danger of lack of proper
co-ordination of development policies and measures and of lopsided
action being taken. I do not regard the terms of rcference of the
Sub-Committee as precluding a brief examination of a1l the impor-
tant measure to be taken for raising the standard of living of India
as a whole, and of the agriculturist in particular, and the relative
position and importance “of the regulation of prices of agricultursl
commodities emongst such measures. I have also felt 1t incumbent
upon me to state my views frankly regarding the circumstances in
which Government intcrvention by the guarintee of minimum
prices, sales at prices subject to a maximum, would be necessary
end justifiable, aind the practical limitations of snch a policy and
measures, in order that we should clearly know beforehand the object
tobe aimed atin a practical way and design the measures accordingly.

3. In Indian conditions, the pressure of populitien on land
rnd egriculture is already exceedingly hea vy, over 859, of the popu-
lation being dependant on agriculture. If the great cobjective cf
the day namely the development of an adequate standard of living
for all classes is to be achieved, it is necessiry to ensure that the
efficiency of the agrieultural industry is increased to the maximum
extent possible and that it does not absorb a larger share of the
populition than it can profitably empley, the surplus being trana-
ferred to new and expanding industri2l and other spheres of develop-
m~ai. While accepling the importince of a satisfactory level of
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agricultural prices and their stability in influencing investment
in agriculture and, in a greater degree, in maintaining the security
and prosperity of the agricultural classes, I wish to emphasise that
there is no simple and direct way of achieving this, and the first
essential is to remove the more serious evils and wzaknesses of our
agricultural economy. Relief of the pressure of population on land
by the development of industries and other occupations is & matter
of top-ranking importance as an aid to agricultural industry. This
does not of course mean that delay in the reform of agriculture can
be safely tolerated and permitted.

4, Within the field of agriculture itself, it is necessary to
emphasise that the attainment of the two great objectives set before
the country wviz., (i) a progressive improvem»nt in the standard
of living and (i¢) the development of the food resources of the country
to the fullest possible extent, depends on a number of complex and
interdependent factors and not on'the single factor of the price
levels of agricultural commodities. The foremost of such of these
measures should be the establishment of agriculture and land tenures
on a scientific, efficient and socially just basis with a view to securing
the maximum results with minimum costs and justice and fair play
to the primary cultivator. In India uafortunately, agricultural
methods are ‘still very primitive and productivity is consequently
very low and much leeway has yet to be made in various directions
in order to modernise the business of agriculture. The evils of rack-
renting, fragmentation of holdings, and practically uncontrolled
exploitation of the primary cultivator and of the landless labourer

- by a host of parasites are amongst the most serious ones which call
for urgent attention. Then again, agriculture is still lirgely in the
grips of an intermediiry money-lending class which needs to be
brought under control and reformed. The agricultural industry
should be thoroughly organised on business lines and on principles
of large scale production and organisation e.g. co-operative farming
and co-operative marketing and other aids on a country-wide scale.
Grading of produce, regulation of markets and other measures should
be taken. It 1s true that my colleagues on the Committee have
stated that a policy of stabilisation of agricultural prices should
go hand in hand with the above essential measures designed to impro-
ve agricultural economy in this country. ButIam afraid they have not
adequately cmphasised the more serious evils and disabilities suffered
by the agriculturist and the report tends to give the impression that
those reforms occupy & somewhat secondary place as compared to
the price fixation scheme. For my part, I hold that the eradication
of the evils referred to by me offers more direct and surer benefits
to the agricultural industry and should be gisen precedence over the
proposal to establish an elaborate machinery for the‘stablllsat‘ion
of prices, which, as I shall presently show, may not pnly prove im-
practicablo financially and in other ways, but also fail to att_ain the
object in view. In the Appendices to the Report, the policies of
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prive fixtion and other ancillary measures adopted in threce modern
couniries viz.,, UK., U.S.A., and Canada have bcen dcscribed at
some leugth, Ttis e c2ssary (9 bear in mind, however, that in those
conntries avncultural industry is cxiremsly Well~orgamsed on busi-
ness lincs 2nd on piinziples of large scale production aided by Co-
opcrative Socicties, market organisations and other modern adjuncts,
and the cvils of fragmentation and exploivation by parasitic classes
arc absent. Their circumstances are different from those in India.

Morcover, some of those countries are most highly advanced in indus-
trial devolopment. Inthe U.K., it has to be noted that Government
gave, soon after the first world war, promises of an assured market
and guiranteed prices, but those promises had to be revoked later
when the expenditurce in which they involved the nation was made
plrin. It remains to be scen whether the morz rccent guarantees
will be cffeetive. In any case, the agricultural commumty in the
U.K., forms a much smaller proportion of -the nation than in India
and the problem is therefore not of the same dimension.

As regards the U.S.A., Canada and Australia, these, unlike
India, azre countries with surplus food preduction. By regulating
the price of the exportsble surplus, these countries ars in a position
to cvolve schiemes which benefic the agriculturist and at the same
time ensure the maintenance of lower intcrnal prices for the benefit
of the consumer.

5. Som: of the main arguments in support of the proposals
in the Report are that, in the absence of an adequate return on
investment and an dcsurcd market for the produce, the agncultunst,
in India will not invest more money on agriculture with a view to
adopiing scientific methods and improvements, with the result that
not only will there be no improvement in his standard of living, but
there will also be no incre:se in the production of agricultural com-
modities so essential to the life of the country. Their remedy is
thercfore a State guarontee of a minimum price by a device which
may cost the taxpayer a considerable sum of money, in order to
provids an adequate net income for the agriculturist. It is over-looked
that not only is the Indian peasant blissfully ignorant of inereasing
efficiency by modern scientific methods, but that so very little has
been attempted hitherto to bring to him the necessary knowledge
and the requisite practical assistance. Then again the income of
the agriculturist does not depend on prices only, but on several other
factors completcly outside the pale of Price Policy advocated in the
Report, siuch as the extent of lond in the possession of the cultivator,
the system of land tenure, the crops grown, the prices of raw materials,
the efflmenq, of the cultivator and transport and marketing facili-
ties, sced, manure etc. As indicated earlier, the entire structure
and erganisation of agriculiure are fundamental factors 1,.ﬂuencmg
the income of the a'vnr'ulflubt In the existing conditions in which
the agricnlturist is working in India, there is every reason for the
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belief that the state of prosperity of the agricultural industry or of
the agriculturist would have been infinitely superior, even in the
absence of any spacial machinery for the guaranteed prices, if the
remaining conditions hadbeen different. It is necessary to take
this fundamental factor into consideration before we decide as to
what measures would be appropriate or adequate in a programme of
action designed to secure.an adequate level of income to the agri-
culturist, including price fixation. It is quite untrue and giving
wrong perspactive to say that the remaining measures themsslves
depend on the stabilisation of agricultur=1 prices 2t levels involving
the grant of state subsidics. In the U.K., and the U.S.A,, the policy
of price fixation or stabilisation has been preceded and supported
by a vatiety of facilitating circumstances which do not obtain in
India. I am therefore strongly of opinion that first things must
come first and immediate measurés should be commenced for the
eradication of evils from which the agriculturist suffers and for the
provision of all the aids to scientific development. It is recognised
that an immense field has to to be covered (some of the measur=s
will require preliminary enquiries and studies) and a considerable
time for their completion and fruition.  This is all the more reason
-for initiating the measures with the least possible delay. Several
of our problems of agriculture call for a vigcrous simultansous
attack on all possible fronts. The Government of India are aliv:
to this and have stated the various measuresin their policy statement.
Those measures may be broadly grouped as foliows :—

A. Consolidation of holdings and prevention of fragmenta-
tion ; reform of land tenures 8> as to ensure a fair deal
to actual cultivator and do away with his explcita-
tion (¢f. Floud Commission Report).

B. Co:operative farming, reform of marketing and provision
of agricultural finance.

C. Extension of all forms of supply of water by construction
of major and minor irrigation works e.g. dams, tanks,
canals and wells, :

D. Boil conservation ; provision of fertilisers and fullest wse
of ‘all sources of manures; production and distribution
of improved seeds; protection of crops against disesse
and pests; development of dairy produce; extension of
soientific farming as the result of research, demonstration
and intensive propaganda and advice by trained staff
distributed throughout.

. E. Rapid development of industry for relieving the pressurs
of population on agriculture,

For this purpose, a whole lot of ancillary measurcs will be requirc]
which are also enumerated in the Policy Statement of Government.
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8. One of the chief anxieties of Government has been to
improve the standard of living of the people and' 1t goes without
saying that in a country like India, where the nutritional standards
are admittedly extremely low, food must be kept cheap for the
eonsumer. The maintenance of cheap food has become a major
item of international policy 2nd will be reinforced by the necessity
of keeping down the cost of living. The policy of high prices and
better standards of nutrition are mutually contradictery,

®. Th= rcal solution of India’s poverty is to. increcse pro-.
daction in every field and to ensure a socizally just distribution, and
no amount of manipulation of prices by itself will preduce the mil-
lennium. To hope for prosperity without increasing preduction by
every possible means is like expecting a consumptive to gain .\'vvsgight
and health by consuming his own fat. Moreover agricultural prices
cannot be dealt with in isolation from other prices as they are elosely
inter-connected with prices of industrial and Other commoditics
and also with intcrnational prices which are dependent on' world
conditions. My colleagues have recognised the grave difficulties
in arriving at the cost price of agricultural produce in order to enable
us to fix a fair price based on the cost price. Pending the evolution
of a satisfactory method of determining the cost of production they
have recommended the fixation of agricultural prices on the basis of
parity prevailing between the  agricultural. prices and agricultural
costs during the quinquennium 1924-29, agricultural costs being re-
presented by a suitable weighted index number of the price of cloth,
kerosene, salt, gur, sweet oil,iiron and steel, bullocks, manures ete.
They have recognised, however, that circumstances may arise in
which the guaranteed mirimum pricc may have to be substantially
below the fair parity price, for various reasons, including the finan-
cial resources avaiable to the State for purposes of enforcement.
Thus the rccommendations do not really guarantee a fair price and
there is a great danger in creating false hopesin the agricultur)l
community. The creation of false hopes which cannot be imple-
mented is likely to have very dangerous repercussions on the agri-
cultural community as a whole. ’

8. AsIhave said before, agricultural prices cannot be isolated -
from the general price structure. This system, if introduced, is
bound to lead logically to its extension into all other spheres-of
production. In order to secure it against convulsive shocks through
international causes, we shall be driven to maintein more or less a
a closed economy or a highly totalitarian economy involving a
degree of State control over many aspects of the national life that
would be intolerable and impracticable.

9. I wish, however, to make it clear that I do not deny the
greab importance of securing a reasonable stability of agricultural
prices or for that matter of all prices. But the means adopted for
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the purposz should be as simple and effective as possible. India
imports only a comparatively small fraction of the food she con-
sumes, and in the past, the price of imports used to affect the inter-
nal price geriously. It wasa case of the tail wagging the dog. Surely
it- should be possible to prevent violent fluctuations of internal
- prices through imports, by regulating the volume and the price of
. the imported foodstuffs. A factor which  has been overlooked in
-the Report is that the agricultural community itself consumes the
larger proportion of the foodstuffs it produces than the rest of the
community. Higher agricultural prices do not necessarily benefit
the agriculturist in so far as he himselfis the consumer of his produce,
but they place an intolerable burden on a smeller section of the pcpu-
lation in order to subsidise the agriculturist. Moreover, in view of
the extremely small individual holdings of land, a vast majority
of cultivators will fail to derive any real benefit. It is only the
large landed classes who produce substantial surpluses over and above
their own consumption that will derive profits. I would, therefore,
recommend that Government should concentrate their effort on
devising direct methods of relief to the primary producers with small
holdings by the grant of special concessions.

10, We are still passing through a period of shortages and
heavy inflation and the real problem of the country to-day is to
bring down agricultural prices and the cost of living. Otherwise
we shall get caught in a rising spiral of high prices, higher cost of
living, higher wages, strikes and fall in production. /I therefore
hold very strongly that it would be unwise to reach any hasty deci-
sions on the machinery. recommended in the body of the Report.

. The Government of India have already set up the Commodity
Prices Board and it seems to me that this Board should be able
to deal with agricultural prices also for the present. The Interna-
tional Food Board have also been considering the identical problem
of stabilisation of agricultural prices and giving a fair deal to the
cultivator and it would only be wige to await the results of their
deliberations. '

11. While emphatically dissenting from my colleagues re-
garding the State guaranteeing a minimum price, I would however
strongly recommend that further considerstion should be given
to the necessity of maintaining some form of a Central reserve of
wheat and rice in view of our recent experiences. It may be that
when the world conditions return to normal channels of trade and
commerce, we shall"be able to supply all the wants of the country
and the only regulation required by the State would be control
over the prices of imported foodgrains. It is, however, doubtful
how long this process may take and it is arguable that it-would only .
be wise that India should have constantly a Central reserve in order
to tide over emergencies which may cut off supplies. Once the
principle of the Central Reserve is conceded, it will be necessary
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to Lave a suitable organisation for the periodical turning over of the
Central reserve. These turn-over operations of the organisation
can be 8o devised as.to save the agriculturist from the middleman’s
exploitation to a considerable extent. end to give stability to agri-
cultural prices. In fact, in the absence of a well organised agri-
cultural co-operative marketing system throughout the ‘country,
-the Central organisation for holding and turning over the Central
Reserve can produce similar results. But the organisation should
work on commercial principles on the basis of securing neither profit -
nor loss. For this purpose a machinery much simpler than that
advocated in the Report will suffice. On no account should there

be any question of a guarantee of a minimum price at the expense
of the State, ' '

12. I have not dilated” upon the Constitutionat difficulties
in implementing the proposals contained in the main Report nor
the fact that the existence of Indian States which follow their own
policies adds immeasurably to the difficulties.

13. To sum up :—

(¢¥) The real prosperity of the agriculturist is inseparabls
from the prosperity of the entire community and can be
secured only by increasing production in every field and

the removal of the many evils to which agriculture is now
subject,

(41) Price manipulation and guarantee in respect of agricul-
tura]l commoditié cannot be isolated and eventually
it will lead to totalitarian economy and control over the
entire economie life of the nation.

(#7) Stability of agricultural prices can be securéd by simpler
methods e.g. control over the volume and prices of |
imported foodstuffs, introduction of agricultural mar-
keting and, as & measure in that direction, the getting
up of an organisation for holding and turning over of
& Central reserve of wheat and rice.

V. NARAHARI' RAO.
4-3-1947
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| SUMMARY OF RECOMMENDATIONS
1. The State should |

() guarantee minimum remunerative prices for selected
agricultural commodities and ensure that the bene-
fits thereof reach the small cultivators and agris
cultural labourers,

(¢%) prevent the prices of such commodities from exceed-
ing specified maxima, granting relief to persons
with low incomes by subsidies on consumpticn, .

(i6s) undertake simultaneously a-wide variety of other

' measures of agricultural and general economic de-
velopment, accompanied by a complementary poli-
cy for maintaining adequate employment, incomes,-
and purchasing power.

2. Fair prices should be detenﬁined as under :

(i) When necessary data become available, -the prices
should cover the costs of production .on represen-
tative holdings, including the payment of fair wages
to agricultural labourers and leave the producer
an income sufficient to maintain himself and his
family at & standard of life equivalent to that enjoyed
by other comparable classes of the population,

(i¢) In the meanwhile, the prices should be based on the
_parity prevailing between agricultgral prices and
agriculiural costs during the guinquenrium 1924-29.
Agricultural costs for this purpose should be repre-
sented by a suitably weighted index- hmmber of the
prices of cloth, kerosene, salt, gur, sweet cil, iron
and steel, bullocks, manures, oilecakes and fodder.

8. The prices so determined will bs the fair parity prices.
Market prices should be maintained within a range about the parity
prices, with minimum prices at one end and msaximum prices at

ths other.

4. The minimum prices should Le determined &s under :—

(§) In the interim period, the minimtm prices ehould
be not less than the fair parity prices.
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(3) In the post-interim period, the minimum prices may
be below the fair parity prices to the extent neces-
sary on account of the following factors :—

(a) the relation between agricultural prices and the
general level of prices,

() the relation between -price trends in India and
abroad, ‘

(c) any general assistance to agriculture given by ths

State through subsidies, remission of land revenus,
etc.

(d) the financial resources available to the Stato
for purposes of enforcement, and

. (e) the policy of the State regarding reduction in
the general level of prices ;

If a preliminary reduction in agricultural prices
is considered necessary for this purposs, it
should not exceed 1249, of the ourrent fair
parity prices in any- one year.

There are two views in the Sub-committee in regard to
the degree of allowance to be made on account of
the above factors :—

(a) it should not lower the minimum prices below
¥3- the fair parity prices by more than 123% of the
g2 fair parity prices, and

(b) it should be left to the discretion of the price-
fixing authority.

(¢6¢) In the fauture, the minimum prices should under no
: oircumstances be permitted to fall below a certain
rock-bottom level, determined by the fixed elements
in agricultural costs. There are two views in the
Sub-committee in regard to the level of the rock-
bottom minimum and the period of its operation :—

(a) It shouldfbe the average price in the main pro-
ducing areas during the quinquenninm 1924-
25 to 1928-29 and should operate for the next
five years, and

(b) it should be 259 abeve this averags and should
operate permanently.



205

(fv) In the future, any sudden collapse of industrial prices
with a consequent paralle] collapse in agricultural
prices should be prevented by the State by all possi-
ble means.

8. The minimum prices shoﬁld

(3) be calculated for the principal producing areas. The
prices for other areas should be worked out so as to
allow for the normal costs of trarsport, marketing,
and other incidental charges,

(13) be calculated on the basis of the fair average quality
of the product, suitable differentials being allowed
in respect of other grades and qualities,

(¢11) be announced well in advance of sowing operations,
and

(tv) remain unaltered during the crop year.
6. The maximum prices should be determined as under :—

(¢) The maximum prices for each area should be based on
the minimum prices for that area.

(+¢) The maximum prices should be

(a) 259, higher than the minimum prices or alterna-
tively,

(6) equivalent to the fair parity prices,
whichever are higher.

7. The maximum prices should

() be calculated on the basis of the fair average quality
of the product, suitable differentials being allowed
in respect of other grades and qualities,

(¥3) be announced as soon as crop prospects are known or
in any case not later than the beginning of the
harvest, and

(¢3%) remain unalfered during the crop year.

3. The minimum and maximum prices should be ¢nforced by
the State by : '
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(¢) & guarantee to purchase at the minimum prices at an
‘adequate number of important market centres, all
supplies offered,

(¢2) an undertaking to provide supplies to the market by
sales from Government stocks at maximem prices,

(#¢¢) the building up of reserve stocks,

(tv) the regulation of foreign trade by means of tariffs,
quotas and State trading, care being taken to ensure
that the international obligations undertaken by the

State are consistent with the requirements of price
policy,

(v) the regulation of rents and the fixation of minimum
" wages,

(vt) the regulation cf acreage under crops, and the enforce-

ment of adequate standards of land management
in special circumstances,

(vii) the requisitioning of stocks, the regulaticn of the
distribution of supplies and statutory price control
in emergencies.

9. The policy of price fization should be extended to the
major foodgrains, viz., rice, wheat, jowar and bajra. Thisinvolves:

(¢) the maintenance of a composite national reserve of
foodgrains for enforcing prices and for meeting
emergencies like famine; this should be exclusive
of the quantity imported for meeting deficits in
current requirements; there are two views in the
Sub-committes in regard to the.size of the reserve :
() 1} million tons and (b) 3 million tons,

(¢%) the building up of reserve stocks from internal sur-
pluses when possible, otherwise from imports,

(¢41) the location of reserve stocks at suitable centres in the
producing and consuming areas and at selected ports,

(¢v) the construction of suitable storege godowns,

(v) prrangements for the turning over of the reserve stocks,
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(») on the assumption of reserve stocks of 1§ million tons
and storage accommodation for 2 million tons, the
provisiot of financial resources of the order of :

(a) Rs 6.2 crores, on account of . fixed oapital for
construction of storage godowns,

(b) Rs. 32 crores, on account of working capital for
holding reserve stocks and carrying out purchase
and sale operations,

" (¢) Rs. 2.67 crores on account of annual operating
" costs for meeting interest and depreciation char-
ges, expenses of storage and staff, eto.

- 10. The policy of price fixation should also be extended to
the major commercial crops, viz., cotton, jute and sugarcane. The
existing schemes of regulation should be adapted to the principles
of policy recommended. .

11. The policy of price fixation on an all-India basis should
not be extended at present to products of animal husbandry. The
prices »f these products should be regulated on a local or regional
basis by the Provincial and State Governments concerned.. Early
steps slould be taken to provide adequate cold storage facilities and
refrigemted transport for such products.

12. The administrative machinery should be constituted as
under ; ' '

(¢) an All-India Agricultural Prices Council should be set
up on & purely voluntary basis and should consist
of reprecentatives of the Provinces and States at
ministerial level; it should lay down the price policy,
fix the minimum and maximum prices and enforce
them.

It gshould have under it two Bodies :
(a) a Price Determination Commission,
(b)_ & Commodity Corporsation.
(#¢) the Price Determination Commission should be & body

of & semi-judicial nature, with three members; it
should determine minimum and maximum prices,

It should have under it a Bureau of Economics
and Statistics for the collection, analysis and
interpretation of necessary data.
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(34¢) The Commodity Corporation should be a. business
organisation, also with three members; it should
enforce the minimum and maximum prices fixed.

It should have a Manager to administer its affairs
under the supervision of the Board of Directors.

There should be a number of deputy managers, one
for each impertant commodity or a group of
‘commodities, one for each important function
and one for each important region.

For each commodity or a group of commodities and
for each function, an advisory - committee
oonsisting cf representatives of the different
interesta concerned should be set up.

It should carry out its normal operations through
trade agents or through the staff of Provincial
and State Governments, or through its own staff,
as may be found suitable ; '

It should operate on business lines and its expenses
should be met by the participating Governments
in an agreed proportion.

,13. The Government should, without delay -

(¢) establish a bureau of Economics and Statistics for the
collection of reliable data,

(#8) procure the necessary reserve stocks of the foodgrains
selected for price fixation, viz., rice, wheat, jowar,
and bajra,

(ti4) construct the necessary storage accommodation,

(3v) seiect in collaboration with Provinces and States snitabe
trade or other agencies for carrying out purchase
and sale operations, and

(v) appoint a small skeleton staff for the work connected
with the setting up of the All-India Agricultural
Prices Council.

14, Until the administrative machinery is established, the -
system of work developed by the different Governments should be
continued with such modifications as may be necessary in the light
of the principles recommended,
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15. The State should take ancillary measures :
() to improve the marketing of agricultural producs,
(#) to regulate money-lending and improve rural credit,
(s43) to reform the land tenure system',\

(sv) to secure an adequate minimum wage to the agricultural
labourer, )

(v) to ensure the maintenance of an adequate standard of
management and utilization of land, .

(vs) to execute works of agricultnral improvement, supply
agricultural requisites and provide technical advice,

(vis) to consolidate fragmented holdings and promote the
establishment of economic holdings, -

(viss) to extend education in rural areas,

(iz) to provide subsidized food distribution o low income
groups and specially vulnerable classes, and '

(®) to sacure the co-operation of the people by constituting
represontative associations of different agricultural.
interests on a local basis.
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ArpENDIX I,
State Aid to Agricultureinthe U.S. 4.

1. The experience of the U.S.A. in respect of planned
and co-ordinated measures of State assistance to agri-
culture is full of instructive lessons for India. Within
the short span of the quarter of a century following the
end of World War I, the U.S. Government have evolved
highly original techniques of control of production, demand
and prices, utilising the state apparatus to a large extent
in regard ta their formulation, but executing them through
democratic organisations representative of the farmers
themselves.

2. The political climate of the U.S.A. has always
been relatively free from prejudice against State direc-
tion of economic life, the country having been one of
the earliest to foster its industries by a severely protec-
tive tariff, which had its origins in the financial exigen-
cies of the Civil War. But the application of the prin-
ciple of State direction to agriculture was rather late in
taking shape. From the Civil War to the end of the
19th century, the country found an ever-cxpanding mar-
ket for such of its crops as could not be absorbed by the
rapidly expanding home population. Cotton, corn and
wheat, the primary crops of the U.S.A.-all felt the effects"
of the building of railways int-the decade which followed
the Civil War, as well as the steady but rapid fall in the’
cost of carrying grain across the Atlantic. These develop-
ments brought the European markets within the reach
of the farmers in the inland states, and led to a stupen-
dous growth in the total production of these crops, accom-
panied by a fall in the value per unit. This fall in final
prices did not, however, affect the primary producer.
The value of farm crops on the farm in inland states ac-
tually rosc per unit in the 20, years preceding 1895, but
owing to the fall in the cost of freight to the scaboard,
the producers could place their produce on board ship at a
lower price than before, though retaining a larger sum as
their own share. After 1895, market prices themselves
began to rise, and in fact farm prices rose more rapidly
than the general price level. The increase was parti-
cularly marked in the case of cotton, the area under which

did not show itself as capable of expansion as that under
wheat,

3. At the outbreak of World War 1, therefore, the
U.S. farmer had behind him a history of nearly half a
century of uninterrupted prosperity. The output of
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cotton, corn and wheat all practically trebled between
1874 and 1914, and as we have seen above, pricés to the
producer showed rising trends. The war gave a further
impetus to these tendencies. To give one example, the
elimination of exports of wheat from Central Europe and
Russia necessitated the opening up of new areas to meet
the urgent war-time demand. During the war period
an increase of 31 million acres occured in respect of the
cultivated area in the U.S.A.

4. The stage was thus set for the collapse of agri-
cultural prices which supervened in the autumn of 1920.
When Europe began to rebuild in the post-war period,
the acres taken out of cultivation during the war were
restored, and U.S. production became excessive in rela-
tion to the world’s demand. This depressing effect on
prices was accentuated by the reaction from the infla-
tionary rise in the five and half preceding years. The
index No. of prices received by the farmer (1909-14=100),
which stood at 211 in 1920 fell to 142 in 1923, whereas
the corresponding index of prices paid by the farmer
fell from 201 to 152. Thus the relative position of the
farmer deteriorated. Europe, suffering from -curtail-
:ment of foreign lending and fiscal demoralization, could
absorb American farm products only at very low prices.
These conditions focussed the farmer’s attention on the
disparity between the income which he derived from the
things he sold and his outlays for farm supplies and con-
sumers’ goods. Moreover, his fixed eharges still remained
high. The land boom of the war and immediate post-
war years had left many farmers with a heavy mortgage
indebtedness, mainly as a result of farm lands changing
hands at inflated values. Taxes also continued to increase
as public expenditure for hard-surfaced roads, conso-
lidated high schools, and the like expanded during the
‘twenties’.

5. In the circumstances, American farmers naturally
began to put all the blame for their ills on the low world
prices for their export commodities and to view the ex-
port ‘“‘surplus” as the major cause of unsatisfactory
prices. There grew up a demand for relief measures.
The National Agricultural Couference, called in 1922 at
the instance of the Government, reported favouring the
recognition of farm co-operative marketing associations
and the stabilisation of prices through their operation.
But between 1920 and 1929, the measures actually taken
by the Government fell far short of the farmers’ expec-
tations. The revival of the War Finance Corporation
to aid in the disposal of agricultural products, particularly
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in the export market, the Capper-Volstead Act in aid of
co-operative associations, increased agricultural tariffs,
and the provision of additional rural credit agencies con-
sequent on the passing of the Federal Intermediate Credit
Act in 1923, were the only legislative gains which the
farmers made during this period.

6. There was, however, a remarkable increase in
farm organization activity. The Patrons of Husbandry
(Grange), the Farmers’ Union, and a new organisation,
the American Farm Bureau Federation, all began to put
forward legislative remedies for the farmer’s difficulties.
Co-operative marketing organisations began to pay in-
creasing attention to the possibilities of securing higher
prices for farm products through monopolistic  group
marketing. Through the ‘outlook’ work of the Federal
Dopartment of Acmculture begun in 1923, research
and extention efforts were directed towards’ ascertaining
and bringing home to individual farmers profitable ad-
justment in their farm enterprises and practices.

7. A good deal of legislative discussion also centred
round the serics of McNary-Haugen  bills which were
introduced at various times during this period, but were

. never put into effect, having been defeated twice by vote
and twice by presidential veto. Thesebillsin effect pro-
posed a two-price system, a higher one for the American,
and a lower one for the foreigh market. The loss on the

stuff dumped abroad was to be paid by the farmers them- .

selves by means of an equalization fee. To avoid pos-
sible overproduction, a revised version of the bill provi-
ded for a bounty to be paid on farm exports in the form
of negotiable debentures which could be sold to importers
and used by them to pay customs duties. Another modi-
fication was a suggestion to give every producer the right
to sell a designated proportion of his crop in ths lomestic
market while the balance had to be sold abroaa. Trans-
ferable allotment rights given to each farmer, were to be
sold to the processors, who were required to show such
rights when the processed goods were sold in the domestic
market. In this. manner the domestic price was to be
raised above the world price by the value of such rights,
which was to equal the tariff on the given product.

8. Although the McNary-Haugen Dbills never
became law, they served to direct governmental thinking
towards tke possibility of influencing market prices by
conscious action. But the agricultural problem some
what lost its urgency towards the later ‘twenties’, because
the production gradually adjusted itself and in 1925-29
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income from agriculture as a whole was on a plane that
compared favourably with that of the prosperous pre-
war period, although taxes still remained high, land
values continued to decline, and progress in other fields
was much greater than in. agriculture.

9. In the meanwhile, the ce-operative marketing
organisations which had developed along commodity
lines in the years following the war, found themselves
unable to cope with the task of restoring farm prices,
unless they were given federal recognition and support.
This suggested a new and different attack on the surplus
problem, and President Hoover lent his support to a farm
relief plan proposing the creation of an administrative
Board, “equipped with a revolving fund of 500 million
dollars, to enable producers to get a high degree of
control of supplies through their co-operative organisa-
tions and to manipulate them with a view to maintaining
remunerative prices. The result was the passing of the
Agricultural Marketing Act in 1929. This Act was to
‘“ establish a Federal Farm Board to promote the effec-
tive merchandizing of agricultural commodities........
and to place agriculture on a basis of economic equality
with other industries’’. . Notwithstanding many previous
unsuccessful attempts to hold up prices by storage
and withholding of stocks, the Federal Farm Board
launched an ambitious attempt to support prices in this
manner. The method was to make loans to the
co-operatives which would enable them to hold the
commodities in storage until the market improved. But in

" the absence of effective control over production, which

was left to the traditional level of advisory and educational
activity developed under the aegis of the Federal Depart-
ment of Agriculture and the State extension services,
the largest stabilisation operations of the Board, those
in respect of cotton and wheat, turned out to be failures.
Attributing these failures to lack of control over production,
the Board stated in its third report (December 1932)
‘“ that no measures for improving the price of farm pro-
ducts other than increasing the demand of consumers
can be effective over a period of years unless it provides a
more defepite control of production that- has been -

achieved so far. For the great staple products the
problem still remains for future solution .

10. Production control was thus in the air. In fact,
a plan based on this idea was embodied in the Hope-
Norbeck Bills which were introduced into Congress in July,
1932, These proposed a tax on processors, the procceds
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to be paid as benefits to farmers conditional on their
agrecing to restrict acreage or production by some
‘stipulated amount. The bills did not get out of committee
in either house, and a similar fate overtook their successor,
the Jones Bill of 1932, also a production control measure
on an allotment basis, which was not accepted by the
Senate. All this legislative discussion took place against
a background which soon assumed crisis dimensions.
The onsect of the Great. Depression set the stage for a
prenpltate collapse of agricultural prices. The index
of prices received by the farmer (1909- 14=100) fell from
146 in 1929 to 65 in 1932, Since prices paid by the
farmer fell only from 153 to 107 during the same period,
rural  distress assumed unprecedented =~ dimensions.
Throughout the winter of 1932, forced liquidations of
agricultural assets were shaking the national credit
structure. Wholesale foreclosures of farm mortgages,
auctioning of chattels, and farm bankruptmes had become
notorious. Several thousand banks in the rural areas

had to close down, to the embarrassment of their city

correspondents.

11. It was against this bactkground of distress, and
in a mood of administering ‘ first aid >’ to agriculture,
that the AAA of 1933 took shape. The policy wunder-
lying the AAA was to restore farmers, as a class, to an
income position as favourable as that which they had
enjoyed in the years just preceding the outbreak of World
War I. This policy was to be put into effect by the
following measures :—

1. The enhancement of agricultural prices by
widespread restraints on production and the
removal of supplies from the market,

2, the enlargément of farmers’ income through
direct payments for participation in produec-
tion control programmes,

3. the levying of excise taxes on processors of
farm products, as a means of defraying the cost
of ‘adjustment operations’, and

4. the regulation of marketing through volun-
tary agreements among processors and distribu-
tors or compulsory licensing to eliminate
" unfair practices or charges.

12. The programme was to be applied to ‘basic
agricultural commodities’, the initial list of which
comprised wheat, cotton hogs, rice, tobacco and milk
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and its produdts. The definition was extended to rye,
flax, barley, grain sorghums, and to potatoes in 1935,
Not all these commodities, however, were actually brought
under control programmes,

g‘;:{:ﬁ’;' 13. . The implementation of these programmes natur-
. pre- ally involved a complete revolution in the role of the

gramme, State in relation to agriculture. Even the formulation of
the programmes called for a complicated analysis of the
existing and prospective situation of each crop with
reference to the economic position of producers as measured
by the standard of purchasing power “parity”, the determi-
nation of the rate of the processing tax which would be
indicated in such a situation, the amount of reduction in
production which would be called for, and distribution
of acreage quotas down to the individual farmer. More-
over, since the price-raising effects of the plan were ob-
viously dependent on the degree of participation secured
from farmers, publicity material to give popular expo-
gition of the details of the plan and how it was expected
to effect participants had to prepared and disseminated
through extensive ‘‘Sign-up’ campaigns. Finally, the
actual working of the plan had to be supervised through
all its stages, beginning from the signing of a valid con-
tract with the Secretary of Agriculture right up to the
final payment.

Adminis- 14. The administrative machinery which was evolved

trative in response to these needs was a masterpiece of impro-

machinery. yigation. Broadly speaking, a certain demarcation of
functions was made as between the various state agen-
cies dealing with agriculture. 'The Federal Department
made itself responsible for the formulation of the program-
mes, the legal details of contracts, and the payments of
the amounts due to farmers. The State extension ser-
vices shouldered almost the entire burden of the publicity
work ; and the supervision of the actual working of the
programme in the field was entrusted to decentralised
committees of farmers, ranging from the community to
the county and the State. \

Personnel 18. Unlike the Federal Faim Board, the Farm Credit
of the Administration and the NRA, the Agricultural Adjust-
adjustment pnent Administration was set up as an integral part of
:‘g‘:mmm' the Department of Agriculture at Washington. Thus
' the Administration was to all extents and purposes co-
ordinated with the existing bureaus of the Department.

Its work naturally brought it into close touch with the

Bureau of Agricultural Economics, but as the latter was
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unsble to furnish all the research and statistical material
needed by the Adjustment Administration, a large staff
of economists and statisticians was built up within the
Administration itself. A large number of the key men
were drawn from the Bureau of Agricultural Economics,
the Federal Farim Board, and from state agricultural college
and extension staffs. "The so called ¢ factory® which
dealt with the routine work of examining and checking
records of farmers’ contracts and auditing and issuing
payments under them constituted roughly half the total
staff of 5000, which ran to about 6,500 in peak-load
periods.

16. Although the State Extension Services were
the main agencies through which local experience was
brought to bear in working out the details of the adjust-
ment programmes, their activities were closely articulated
with those¢ of the Federal Extension Servicd, especially
of itz Division of Co-opcrative Extension. The Extension
Services differed in their organization and administrative
policies in accordance with the laws and political prac-
tices of the different States, and a_ certain amount of
co-ordination had therefore to be done by the Federal
Division of Co-operative Extension. The additional

“work thus imposed on the State Extension Services could
not be carried out without federal aid, since during the
depression state staff had been curtalled and county
reprecpntatwes dropped in many instances. To enable
these services to fulfil the responsibilities newly assigned
to them, the Adjustment Administration diverted subs-
tantial sums to State Extension budgets—3.5 million
dollars in 1933, 10.5 million in 1934 and 13.2 million in
1935.

17. The fieid organisation consisted of a hierarchy of
committees selected from among the partlclpatmg farmers
themselves. The major task of these committees was
to check data furnished by individual contract signers
as to their acreage and production in base years (from
which the percentage reduction required had to be cal-
culated) and to see that the reduction undertaKen by each
and the benefit payments claimed therefor were consistent
with the overall county plan. State boards of review chec-
ked the quality of such work done in the several counties.
The checking of compliance with the terms of the adjust-
ment contracts was done by persons appointed by the
commodity section of the Adjustment Administration in
Washington from a list of names submitted by the county
allotment committce. The expenses of the Farmers’
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committees, which were known as Production Control
Associations, were deducted from the benefit payments,
and hence the Government did not have to bear any
charges under this head.

18. The organisations described thus far were all
concerned - with the production-¢ontrol programmes of
the AAA. But a combination of special circumstances
existing in the autumn of 1933 forced the AAA into lend-
ing direct to farmers on the security of their cotton and
corn. Cotton prices, which rose by about two-thirds
from March to July, lost 30 percent of this gain by
September. The South began to make vociferous demands
to inflate the currency, fix the minimum price of cotton at’
15 or 20 cents, and limit the 1934 crop to 9 million bales.
A serious lack of current cash began to result in local
disturbances. The Administration, which was already eager
to speed the flow of cash to the countryside as a means of
stimulating general recovery, yielded to the pressure and

‘announced a programme of loans to farmers, first on

cotton (September) and then on corn- (October).

19. A legal basis for the new loans was found in the
acts creating the Reconstruction Finance Corporation and
the NRA. For the purpose cf implementing the loan policy,
a new agency, the Commodity Credit Corporation, was
created under the laws of the State of Delaware in October,
1933. Its entire capital stock was subscribed by the
Secretary of Agriculture and the Governor of the Farm
Credit Administration, who held it jointly on behalf of
the U.S. The subscription was paid from a presidential
allocation of 3 million dollars from the appropriation of
100 million authorised by the N.I.LR.A. and the Fourth
Deficiency Act of 1933. From the outset the Commodity
Credit Corporation furnished the great bulk of loan funds.
The charter authority of the Corporation included, among
other, things, the authority to buy, sell, lend upon, and
engage in-other activities with respect to agricultural
commodities and food. '

20. Bepween 1933 and 1936, when the Supreme Court

operandi of Yuled that use made of the proceeds of a processing tax
commedity levied under the Agricultural Adjustment Act constituted

leans.

“ control of Agricultural production’ and was therefore
unconstitutional because it was an invasion of rights
reserved to the States, the Adjustment Administration
and the Commodity Credit Corporation pursued closely
integrated policies. In the first instance, applicants
for loans from the Commodity Credit Corporation had to
make applications to the county AAA committees, who then
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recommended the loan a.fter making sure that storagé
facilities were available and the the commodity offered,
for loan met minimum standards of quality. The hold-
ing power conferred by the loans was an important aid
to the price-raising effects of the a.d;ustment programmes.
In effect, all that the farmers had to do was to store. their
product and await developments this ‘essentially spe-
culative operation being:financed by the Government.
Between the inception, of the Commodity Credit Corpora-
tion and December 31, 1935, the face va.lue of loans granted
by.the Corporatmn Wwas as fol]ows

. (m 000 dollars;
Year. Gotkm Oorn;
1033 09,498 120,207
1034 282,644 11,042
1936 8,777 - 13,934
ToTAL : 387,919 145,183

-21. Of these loans, about-230 million dollars were
repaid during the period, so that the net addition to the
farmers’-purchasing power was of the order of 300 million
dollars.

22. Rental and benefit payments under the AAA
-acoounted for 1,108 million &ollars during the same period.
“The total expendxture of the Ad]ustment Administration

upto December 31, 1935, may' be.seén from ‘the -table

appended below :—

(inVOOO dollars)

General Administrative Expenses 78,198
Rental and Benefit Payments 1,108,323
Trust Fund Operations _ i:&,'891
Removal and Conservation of surplus 75.,682
Drought relief, food conservation and disease
eradication operations 157,720

TorAL : 1,435.814

23. As ngainst this expenditure, the total revenue
collected from processing and related taxes amounted to
969 million dollars wupto March 31, 1936.  Thus the
- disburgement not - covered.by the proceeds of the taxes
were of the order.of 800 mﬂhon dollars,
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- 24, The activities of the AAA undoubtedly resulted
in striking gains to the farmers. The total cash income
from agriculture increased each year from 1933 to 1935,
as may be seen from following table :—

Casy InoomME rroM FarM ProODUCTION AND AAA -
PAymxNTS,
(in millions of dollars)

Year. OashIncome AAA Pay-  Total Cash

from ments. Income from

Production. Agriculture.
1933 5131 278 5407
1934 5632 596 6228
1935 6703 498 "7201

\goum.--Nzosu;n. Davis and Blask “Thres ysars of the AAA" p,
8). :

25. At the same time, farmer’s expenditure increased
at a very much lower rate than the increase in their total
cash income, so that the actual improvement in the
economic position of the farmers was very much greater
than that indicated by the above table,

26. The increase in cash income was, of course, dus
.to a large extent to the increase in price which oceured
during the period. Between 1933 and 1935, the index
of prices reccived by the farmer (1909- 14-—-100) increased
from 70 to 108. Prices alone are, however, a rather un-
satisfactory measure of recovery since they fail to allow
for loss of output due to adcreage curtailment and drought.
Henoce the improvement in incomes is a better criterion
of the benefits conferred on the farmer by the AAA,

27. A further question is whether all the benefits
really resulted from the activities of the AAA. Some
critics have pointed out that the period under review
coincided with drought conditions, and that prices would
have risen’in any case. It is not easy to disentagle the
specific «contribution of the AAA to the final results.
Such an analysis involves, inter alia estimates of the amount
‘of reduction in the quantity sold consequent on increased
prices, the extent to which the processing tax was passed
on to the consumer, and the effects of drought. Messrs
Nourse, Davis and Black have, however attempted this
task in respect of some crops in their ‘ Three Years of
the AAA,” and their estimates are given below ;—
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BeNEFIT PAYMENTS AND INCREASE TN TOTAL VALUE
OF OROPS ATTRIBUTABLE TO THE AAA, 1933, To
1935, (IN MILLIONS OF DOLLARS),

Commodity. Benefit  Increase in total value Total gainto
: Payments. of crop attributable  producers.

to AAA.
Wheat 326 30 356
Cotton 452 330 982
Tobacco 56 100 to 160 156 to 206
Corn Hogs. 520 199 321

28, There is no doubt, therefore, that the activities
of the AAA were of immense benefit to the U.S. farmer. .
It is also not open to question that these. benefits were
obtained at the cost of (a) the consumer, in so far as he
paid the higher prices and had to curtail his intake, ()
the processors, whose scale of business was decreased,
and (¢) the general tax-payer, who had to bear the cost of .
the programme to the extent that it was not covered by
the yield of the processing taxes. It is also possible
to take the view that the benefits were purchased at too
high a cost. But one thing is clear.. In the absence of
the AAA, farm incomes would have remained at low levels
and would have constituted a heavy drag on the general
economy. The flow of cash into agriculture undoubtedly
quickened the pace of recovery in the U.S.

29. The Supreme Court decision in 19368 did not
result in any significant change in the agricultural policy
of the Government, The Soil Conservation and Domestic
Allotment Act was placed on the statute book in the same
year. Under this Act, an open or unilateral offer on the
part of the Secrerary of-Agriculture replaced the contracts
under the original adjustment’ programmes of 1933.
Conditional payments replaced benefit payments, direct
appropriations replaced processing taxes, and the emphasis
wag shifted from acreage control towards soil econservation
and upbuilding. The only significance of this Act was
that it functioned as an aid to continued acreage control.
But limitation of crops was not successful. The index
of physical production reached a record level in 1937.
Even in the case of cotton, favourable yields made the
quantity produced that year almost 19 million bales,
also a record figure.

30. The continuation of the large * surpluses’ led
the U.8. Government to work out more comprehensive
legislation for controlling them, which was embodied in
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the A'AA of 1938. TIn addition to the acreage control,
idea‘inherited from the old AAA, the Act specifically out-
lined an ‘““ever normal granary’” programme, which was
defined as “‘ a definite system whereby supplies following

-drought - years or other great calamity would be large

enough to take care of the consumer, but under which the
farmer would not- be punished in years of favourable
weather ’. In actual practice of courss, requirements
and<surpluses could not be determined with absoclute
précision, hence calculations had to be made that were
sufficiently accurate to bring the problem into focus and
to form the basis of action programmes. The U.S. Agri-
cultural Year Book of 1938 indicates that one approach
that has been used is to calculate normal supplies by using
past averages of supplies adjusted for current trends in
consumption and demand, a method which has been used
particularly for determining acreage and production goals
for basic crops. Normal supplies are calculated by add-
ing together the requirements of normal domestic
consumption, normal exports and normal stocks. In the
case of cotton, for example, a normal year’s domestic
consumption is the average annual quantity consumed
in the U.S.A. during the 10 marketing years immediately
preceding the marketing year in which such consumption
is determined, adjusted for current trends, a normal
year’s -exports are similarly computed and 40 percent
of the normal consumption and exports is taken as normal
carry-over. In other words buffer stocks are usually
calculated on the basis of 409, of normal consumption
and exports.

31. Moreover, the marketing quota principle was
made an integral part of the Act, the quotas being in-
tended to be used to regulate supplies and to meintain
remunerative prices.

. 32. Inorder toimplement the *“ ever-nornial granary ”
programme, arrangements for Ioans had to be made more
comprehensive. The obvious agency for this purpcse
was the Commodity Credit Corporation, which was re-
arganised by an Act of March 8, 1938. The borrowing
powers of the Corporation were fixed at 500 million dollass.
The: Treasury was required to appraise the assets and
liabilities of the Corporation as on March 31, every year.
On the basis of this annual appraisal, the net worth of
the Corporation was to be adjusted to the amount of its
100 million dollar capital by (1) payment to the Corpora-
tion by the Tredsury of any tapitel impairment, or (2)
payment by the Corporation into the Treasury of any
excess net worth over its capital .



33. The AAA of 1938 provided for mandatory loans
to be made by the Commodity Credit Corporation on
epecified commodities. The loans were ‘envisaged mainly
in respect of wheat, cotton, and corn, for which they were
to be granted upto varying percentage of the ‘ parity
price ’, depending on the extent to which domestic con-
qumptlon and export were expected to exceed their normal
levels. Minimum rates were set at 50% of the respect;lve
parity prices. The loans were to be given to co-operators,
a cc-operator being defined (except in the case of corn)
as ** a producer on whose farin the acreage planted to the
commodity or the crop with respect to which the loan
is made does not exceed the farm acreage allotment for
the commodity .. The loans were ta be on a non-
recourse basis, and no pro&ucer was to be personallyliable
for any deficiency, arising, from the sale of the collateral
securities any loan unless such & loan was obtained through
fraudulent representations by him.

34. From 1938 to the outbreak of the war with J apan
in 1941, Government - policy was. dlrected ytowards
perfcctmt7 the organisation thus set up. 'Attention was
mainly devoted tostream-lining the decentralised local farm
committees. The system, as 15 finally emerged, provided
for a certain measure of Central Controf at the top levels
along with complete local freedom at the ¢ mmu‘mty
stage. The direction of the  entire wrganisation was
vested in the Agricultural Ad}ustment Administrator in
Washington. On his recommendation (in consultation with
the State Extension Director and the officials of the
principal farmers’ organisations) the Secretary of
Agriculture appointed State Commitees, . each usually
consisting of four members including - always the State
Extension Director. Below the State Committees came
the County and the Community Committees, composed
in each case of three persons elected from among the
co-operating farmers. In all there grew up roughly 48
State Committees, 3,000 County Committees and 29,000
Community Committees. As in the original AAA, the
salaries of Committeemen, which ranged from about 3 to

6 dollars per day, as well as the operating expenses of the-

Committees, were deducted from the funds ~made
available for payment to farmers.

35. The responsibilities of the Commodity Ciedit
Corporation were also gradually increased. In 1939 it
wes made & part of the Department of Agriculture. In
April 1941, the scope of loans was extended to include
co-operators in the peanut programme. In May of the
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samé year the Corporation was directed to make loans
available on the 1941-48 crops of cotton, corn, wheat,
rice, tobacco and peanuts. Loans were to be made to
non-co-operators also, at the rate of 609, of the parity
price. The rate for co-operators was raised to 859
of the parity price. To enable the Corporation to cope
with these new commitments, its borrowing poweis had
already been enhanced to 900 million dollars in 1939 and
1,400 million in 1940. :

Activitien 36. The functioning of the Commodity Credit Cor-

::ofi‘;?. poration between 1938 and 1940 may be seen from the
creqit. . following table :—
ton, Loans distributed by the Commodity Credit Cors
1938-40 " poration and appropriations from and payments
to the Treasury, 1938—1940 (in millions of
dollars).
i Face amouni of loans en -A cati P ' o
YEAR ppropriation aymenta to
Cotton l Corn | Whisat { - from Treasury. Treasury.
1938 205 131 49 94 _
1939 1 172 117 119 —_—
. 1940 153 63 201 — 44

Note :—Appropriations from and payments to the Trea-
sury relate to the appraisal on March 31 of the
respective years).

Crop yields 37. Since the Soil Conservation Act of 1936 and the
improved. AAA of 1938 placed emphasis on conservation programme,
it is interesting to note that on an average, in the period
1937 to 1942, crop yields per acre were 20.8% above the

. 1923-32 average. '

Wartime 38. The outbreak of the War brought about a com-

needs. plete reorientation of agricultural policy in the U.S.
The changes thus necessitated may be briefly summarised
as follows :— ’ ST

1. The production of the certain crops essential
to the war effo_rt had to be increased;

2. the procurement of the agricultural commo-
" dities for the Allieshad to be organised, and

3. domestic consumers had to be protected against
undue increases in the prices of foodstuffs and
processed foods, |
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The fulfilment of these aims naturally involved
not only the Department of Agriculture, but also other
agencies of the Government. This led to the creation
of several high level bodies for the purpose of co-ordination.
On June 5, 1942, a . Food Requirements Committee
was set up to control the production and allocation of-all
civilian and military food requirements. The Secretary
of Agriculture became the Chairman of this centralized
body, which had power to direct and handle the wartime
food .problems in close coordination with other compli-

cated problems of war production. On June 6, 1942, the

White House announced the appointment of a Combined
Food Board, composed of the Secretary of Agriculture
and the head of the British Food Mission. It was to effeot
planned and expeditious utilization of the food resources
of the United Nations.

39. The internal organisation of the Department of
Agriculture also under-went a good deal of change during
wartime. Beginning with December 1941 there were a
number of mergers and reshufflings of the various

Administrations. At one period (March 26, 1943 to June

30, 1945) the programme agencies of the Department
were grouped into two administrative units, one respon-
sible to the War Food Administrator and the other to the
Secretary of Agriculture. 'The War Food Administration
wasg, however, merged into the Department of Agriculture
with effect from July 1, 1945.

40. During all these changes, the Commodity Credit
Jorporation managed to retain its identity. Butin August
1945, both the Commodity Credit Corporation and the
Agricultual Adjustment Administration were consoli-
dated (along with some related offices) into the Produc-
tion and Marketing Administration. Within this
administration, the adjustment programmes were to be
formulated and supervised by commodity branches.

41. It is, however, more important to examine how -

the objectives of wartime agricultural policy were achieved
by these agencies. As we have -stated before, the
production of certain crops essential to the war effort had
- to be increased. The method used to evoke the desired
production was to guarantee prices to farmers at not
less than 909, of the parity level. This price support
programme was put into practice in different ways
designed to fit the perishability and uniformity of the com-
modity, as well as the respective marketing practices,
which may briefly be summarised as follows ;—
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1. Non-recourse loans, used for grain and cotton
which are easily stored on farms or in the
condition in which they leave the farm;

2. Direct purchase from farmers, used mainly
for a number of the field crops and for wool
and dried fruits, all of which are also easily
stored in the condition in which they leave
the farm;

‘3. Purchase of graded or processed commodities
from either dealers or processors at guaran-
teed prices, provided the dealer or processor
bought the raw material from the farmer at
support prices; and ‘

4. Supplemental payments to farmers, used in’
instances “where the Government did not like
to interfere with or disturb normal marketing
channels.

42. The major load in putting these programmes
into effect was naturally carried by the Commodity Credit
_Corparation. As regards non-recourse loans, the method
was already familiar to the "Corporation. The other
methods could be put into practice only with help from
other, agencies. It is not possible to describe here the
manifold devices used in this connection, but it may be
stated that in the main purchasing operations were con-
ducted either by committeemen on the account of the
Corporation, or by foreign buying agencies, the accounts in
‘the latter case being adjusted under lease-lend. Undue
-increase in prices charged to the consumer were prevented
by the purchase and re-salesoperations of the Commodity
Credit Corporation, which in a number of cases supported
prices to farmers at one level and sold the produce to pro-
cessors and distributors at a lower level, the Treasur
absorbing the loss. ,

43.- All these activities necessitated further increases
in the borrowing powers of the Commodity Credit Cor-
poration, which were increased to 2,650 million dollars
‘in 1941, to 3,000 million in 1943, and 4750 millionin 1944,

<~ The loans distributed by the Corporation during the wag
years were as under :— :

Yeaf. Cotton. Corn. Wheat. Otken._

1941 163 81 361
1942 - 265 .44 461
1043 842 6 162

g60 131 084 _215
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44.. As for the purchase operations of the Commodlty Cost of.
Credit Corporation a rough indicator is the leve] of stocks Purchase
owned by it at any given moment of time. The position ,gn;irr:_-sale
in this regard on June 30, 1944 was as under :— petations

Stocks Owned by the Commodity Credit Corporation
(As on June 30, 1944)

Commaodity. Quantity. . Book Value
) ' (in 000 dollars).
Wheat (000 bushels) 98,960 135,565
Corn (000 bushels) 1,951 —
Cotton (000 bales) 2,322 146,920
Tobacco (000 Ibs.) 168,813 ' 87,860

45. The wartime activities ot the Commodity Credit Distribu-
Corporation undertaken in 1942, 1943 and 1944 were tionofedst,
estimated to cost about one million dollars. Roughly
half this amount was used for dairy feed and milk pay-
ments, about one-fourth was accounted for by losses
on sales of feed wheat and the remainder was made up
of losses’ in connection with oilseed crops, processed
vegetables eto.

46. Although the cost of these undertakings has been gom.

substantial it is small when considered in relation to the parison of
total cost of the war or even to the total cost of producing cost and
food during the war. Moreover the degree of stability 832
that has been maintained in the face of many obstacles
compares very favourably with the rise that took place
durmg the last War. The general wholesale price- le_vel
has risen only 379, since August 1939 as against the rise
.of more than 1009, in the period of nearly equal length
that marked the duration of the last war. The cost of
living, which before October 1943, was rising by 3/49,
every month, was for the whole year 1944, held without
any change.

47. Simultaneously with the operations of the Commo- Pproduction
dity Credit Corporation, the Adjustment Administration - control by
continued its policy of production control. The aim was. AAA.
to help the farm operator to scale his crop production
upward or downward to meet nationalagricultural demands.

The Administration was also in the best position
to provide the machinery for making regional break-downs.
of the national goals set up for crops needed in greater
quantity, and its allotments and  marketing quotas
prevented a wasteful expansion of comﬁeting but less
essential erops. As before, the work in the field was
- carried out by the decentralised farmer-committees. The
conservation work of the Administration was continued and
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greater latitude was given to local committeemen in deter-
mining specifieations for conservation practices and the
size of payments farmers could earn by carrying them out.
The results were encouraging, the money earned by
farmers on this account increasing steadily year by year: —

Money Earned by Farmers on Conservation
Practices, (in millions of dollars).

Yeor. Amount.
1940 114
1941 122
1942 1668
1943 ‘ 213
Efectson 48, The combined effect of all these measures has

erop yields been a significant increase in the output and yield per
acre of crops. The following table shows the increases
that Have been achieved during the war years :—

Volume of Agricultural Production and Crop
Yields per Acre, 1940-1944.

Year. Index of total volume of Index of crop yields

Agricultural Production per acre
(1923-32=100). (1923-32=100).
1040 112 120
1941 115 122
1942 126 138
1943 131 . _ 124
1944 o 133 130

_ 49. What of the future ¥ With the end of the war,

Price - . o

guarantess the problem of surpluses has again begun to exercise

given for the minds of the U.S. Government. After the urgent

post-war needs of war-devastated countries have been met, it is

period. likely that the problem may again become acute. But
in the meantime, the Government have assured twenty
farm commodities of price-supports in the present post-
war period. Six basic crops, cotton, corn, tobaceco, rice,
wheat and peanuts have becn assured of price support
for full two years from January 1, following the data
on which the President of Congress shall have "proclaimed
the hostllities to have ended. Fourteen other crops have
also been assured of price-supports for at least two years
after the war ends. The post-war commitments accepted
by the Government are to support the prices of all these
commodities at 90% of the parity.
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50. That the U.S. Government means business i3 U.8. Govt
evident from the staterment en post-war agricultural probe "policyof _
lems made by the Secretary of Agriculture, Mr. Claude Mtebilisation
R. Wickard, at a hearing of the House of Representatives’ ?:cm.
Special Committee on Post-War Economic Policy and ' ’
Planning in August 1944. In this statement he made it
clear that the ‘“ Ever normal Granary * idea should be
expanded, both as a means of storing part of the yields
of years of plenty against years of lower production, and
as & means of stabilising the income of farmers. A farm
family should enjoy & way of living comparable to
that of a family of equal capacity and industry which
derives its income from business or industry. Parity prices
for farm products would be one possible index of whether
this aim were achieved, parity income another. Prices
and income-supporting programmes were -also envisaged
as a part of national farm policy.

51. Price-supports are thus the pivot of post-war pgee

U.S. Agricultural Policy. Beginning with tentative at- supporis
tempts at a marketing control, agricultural policy in that  she Pivot
country has evolved through the stages of stabilisation of l?‘"*'
operations, production adjustment ” and non-recourse Polley.
lnans to the present full-fledged acceptance of the Governe
went’s duty to guarantee a fair return to the producer.
Tt is also clear that what began in a half—apologetic way
as market adjustment involvipg more or less self-financing
arrangements has grown into a system of assistance to
agriculture financed from the general exchequer,
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ArrENDIX IT.
State Aid to Agriculture in Canada.

1. State assistance to agriculture in Canada has
‘been conditioned by the overwhelming importance of
exports to the country’s economy, and-of wheat among
those exports. It has been cstimated by L. Rasminsky
(‘Anglo-American Trade Prospects’, Economie Journal,
June-September, 1945) that nearly one-third of Canada’s
annually paid out national income is derived " from
exports. Moreover, of Canda’s exportsin pre-war days,
.nearly 30 and 50 per cent went to the U.K. and U.S.A.
respectively, but these constituted only 5 and 16 per cent
of. the total imports cf those countries. Cannda was
thus-in a very week bargaining position, especially as
export surpluses were in many cases several times as
large as domestic consumption. For instance, the country
produced five times as much wheat as she consumed,
and her exportable surplus was about 40 per cent of
aggregate world exports. Nor was wheat the only field
crop exported. Oats and barley accounted for small
quantities., The exports of fruits, vegetables, fish and
dairy products also amounted in value to roughly half
that of the total exports of wheat.

World war I 2. Prior to World War I, farmers usually sold

Candian
‘Wheat
Board.

their wheat either to the local representatives of the
grain merchants or to the elevator companies, which
re-sold the produce to the Winnipeg Exchange. This
system was always suspect in the eyes of the farmers, who
believed that they were being paid unfairly low prices
by the trading interests. In 1917 the exigencies of war
led to the establishment of the Board of Grain Super-
visors, which was interded to function as an agency
for the centralised selling of wheat to the Allied Govern-
ments. The Board was the intermediary between the
Allied Governments and the Wheat Export Company,
the latter being the buying agency. In 1919 the Govern-
ment felt that the time had come to set up a body which
would be able to deal with a situation in which neither
centralised buying nor the pre-war type of open market
existed. The Canadian Wheat Board was accordingly
established - by Order-in-Council on July 31, 1919. In
contrast to the Board of Grain Supervisors, which paid
a final price to the farmer once and for all, the Canadian
Wheat Board gave a substantial first payment on
delivery of the wheat to the local elevator, and further
payments as the crop was sold, deducting the Boards'
expenses. Since prices continued at high levels, farmers
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were favourably disposed towards the Board. But its
activities aroused the natural opposition of the Winnipeg
Grain Merchants, and as a result of thier agitation, the
Board was abolished in 1920.

3. Farmers. in general were, however, averse to
returning to the old state of affairs, and in 1923 the
Alberta Growers organised themselves into the Alberta
Cu-operative Wheat Producers Ltd., which was to carry
on centralised selling operations on exactly the same
lines as the defunct Wheat Board. In order to ensure
some stability in the scale of operations, it was provided
that members should pledge themselves to deliver their
entire produce, for a period of five years, to the Co-opera-
tive Organisation. The example was followed by Mani-
toba and Sasketchawan in 1924, and, in the same year
the three provincial organisations combined “together
to form a Central Selling Agency called the Canadian
Co-operative Wheat Producers Ltd., otherwise known as
the Canadian Wheat Pool. During the next three years
this organisation marketed approximately half the Cana-
dian wheat crop, and worked smoothly and efficiently.
Hence when the original five year contracts expired in
1928, they were almost all renewed, and the Pool appeared

"to be firmly established. ’

4. By 1928, however, 'the world wheat market
was ripe for a collapse. Ever since the end of World
War I, the wheat market was suffering from a fundamental
disequilibrium., Production in North America, - Aus-
tralia and the Argentine was increasing in spite of falling
prices, because of decreasing costs consequent mainly
on the employment of the petrol engine. Meanwhile
the European countries, the natural outlets for these in-
creased supplies, were trying to maintain and even increase
their domestic crops by high tariffs. The natural result
was that the world’s stocks of wheat were- gradually
increasing, and priccs started falling steadily. In 1928
matters came to a head. There were bumper crops in
the Argentine and Canada, and at the end of the year
good quality milling wheat in Liverpool was fetching
about 10 sh. a cwt. as compared with about 11 sh. 8d.
the year before.

5. At this stage the Canadian Wheat Pool made
& miscalculation. Sharing Yhe general feeling of specu-
lators that wheat prices had been declining long enough
and that a rise was overdue, the Pool did not liquidate
its holdings at lower prices, but carried over excessively
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large stocks into the 1929-30 season. The example of

_the Pool was imitated by other speculators. The result

was that on August 1, 1929, the world’s carry-over was
at a level nearly double that of two years before.

6. In the autumn of 1929; the price of wheat fell
to $1.50 per bushel, and the Pool fixed the first payments
to growers at $1.00. Shortly afterwards, the price fell to
$1.25, and -the Pcol was obliged to ask for assurances from
the banks that they would not insist on the sale of its
stocks in order to recover their loans. As thc banks
refused to give any such assurances, the Pocl was compelled
to ask the Provincial Governments to guarantee repay-
ment of the loans. The Governments willingly gave the
required guarantees, becausc they did not anticipate
that pricas would, fall below $1.60 per bushel.  Actually,
however, prices crashed down further, and ultiinately
the receipts from the sale of the 1929 crop were less than
the total advances paid to the members by about 23
millions. The loss was mct by the Provincial Govern-
ments mainly by issuing state bonds to the banks on the
security of mortgages on the elevators owned by the
Pool, the latter being required to repay the face value
of the bonds over a period of years. ' '

7. With regard to the 1930-31 crop, the Pool made
an initial advance first of $0.60 per bushel when the mar-
ket-price was fluctuating around $1.00, and later of $0.55.
But the price went on falling, and it became clear that a
complete collapse would result if the Pool liquidated
its holdings, leading in turn to severe repercussions, on
the entire economic organisation of the country. The
situation evidently called for drastic measures, and the
Pool, backed by the three Provincial Governments,
appealed to the Dominion Government for aid. The

“latter agreed to assist, on condition that they should have

the right to appoint the General Manager of the Central
Selling Agency, with virtually dictatorial powers over
the sale of the crop. The Pool agreed to this condition,
and in November, 1930, Mr. J.I.McFarland was appointed
as General Manager. :

8. Mr. McFarland carried on the methods of the
Pool, except for the discontinuance of direct export
through its offices overseas. Incidentally, the w:hole
system of marketing of wheat in Canada was e.xamlne_.d
in 1931 by a Royal Commission under the chairmanship
of Sir Josiah-Stamp, which pronounced in favour of the

old speculative markets. But as this opinion created
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considerable opposition among the farmers, the Agri-
cultural Committee of the Canadian Parliament held
another investigation, before-which the farmers pressed
the necessity for setting up a national wheat bpard simi-
lar to the Canadian Wheat Board of 1919-20. This plea
was not accepted, and finally the pools cancelled the
contracts of their members, thus leaving them free to
market the 1931 crop through any agency they chose.
The pools still remained as the owners and operators
of the elevators, carrying on business on much the same
lines as private elevator companies.

9. After 1931 the Central Selling Agency became in .

effect 8 Government Department for the liquidation of
the stocks left over from the operations of the Pool. The
Government also attempted to control the Winnipeg
market through the Agency. The measures taken in
this connection included the buying of ‘ futureg ”’ at times
when this course was deemed necessary for stabilising
prices, and of course, spot buying and selling also. The
objective was not only to avoid a fall in prices, but
actually to force them up. In this endeavour, the Agency
was largely successful, but only at considerable cost to
the Government while surpluses kept mounting up. On
" August 1, 1935, the Canadian Government was holding
nearly two-thirds of the total world carry-over of wheat.

10. The state of affairs~described above led to a
parliamentary inquiry, as a res\lt of which the Canadian
Wheat Board Act was passed in July, 1935. The Act
provided for the appointmerit of a Board of threc members

~with headquarters at Winnipeg. Provision was also made
for the setting up of an Advisory Committee limited to
& maximum of seven persons, of whom four were to be
representatives of producers. The Board was empowered
““ to sell and dispose of from time to time all wheat which
the Board may acquire, for such price as it may consider
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reasonable, with the object of promoting the sale and use of

Canadian wheat in world markets’’. There were no com-
pulsory provisions requiring the farmer to sell his wheat
to the Board. On the other hand the- Board was required
to purchase all wheat offered to it at a fixed price,
accompanied by the issue of participation certificates.
These certificates entitled the producer to share in the
equitable distribution of the profits arising out of the
operation of the Board during the current year, and were
non-transferable. '

11. The Act itself did not lay down any basis for
determining the fixed price, this being left to the judge-
ment of the Board, subjeot to review by the Governor

Price
gurantees .,



Wheat
board ..
reorganis.
ed, 1089,

Benefit
payments
proposed.

Exelusion
of large
soale
h.rmgu.

234

General-in-Council. The price, which was a minimum, was
to be fixed at the beginning of the crop-year, and to remain
unchanged during that year, irrespective of variations in
world prices. Except for changes in the personnel of
the Board, and the abolition of the Advisory Council in
December 1935, the Board functioned on the lines set
out for it, right up to 1938-39." -In that year the total
cost to the Treasury of the operations of the Wheat Board
was neatly $648 millions, besides $12 millions spent on
the relief of totally indigent farmers.

12. The Government therefore began to feel that
some modifications in the working of the Boeoard were
necessary to ensure (@) that the cost to the Government
would be at a more reasonable level, and (b) that the
amount of benefit to the farmers would be rclated to their

"needs. .

13. To secure these objectivis, the Minister of Agri-
culture proposed that benefit payments should be paid
to farmers on an acreage basis in emergency years—1939
was regarded as an emergency year—the payments to
vary inversely with the yield per acre of the town-ships in
which the land was situated. The scheme may be briefly
summarised as follows :— -

Propertion
Yield per of Rate of
_acre of cullivated
Town:h{p land eligible benegit Remarks.
(éw bushels) Sor per acre.
benefit.
Subject to deduction
of 1/10th for every
11-15 Half 1.00 cent by which the
price of wheat excee-
6-10 ’ 2.00 ded 60 cents per bu-
shel from August to
' December. No pay-
0-5 ' 2.50 ment to be made when
the price reached 80
cents.

14. In case there was a total failure of crops in any
distriot, farmers were to receive » payment of 2.50 per
acre, regardloss of whether it was an emergency year or
not. Large-scale {armers were excluded from tkLs
benefits of the scheas o fixing a maximum limit or 200
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8cres to the acreage in respect cf which eny individual
farmer could claim the acreage bonus. In order to reduce
the burden on the treasury, the scheme was to be
financed by a levy of 19, on the average price of all wheat
passing through the terminal elevators.

15. These proposals were embodied in the Canadian
Wheat Board Act passed in 1939, with a few minor amend-
ments. The basic price was raised from 60 to 70 cents

-for No. 1 Northern at Fort William/Port ~Arthur/Van-
couver. A limit of 5,000 bushels was also fixed to the
amount which the Board should purchase from any one
producer in a given ocrop year.

16. The outbreak of the war necessitated further
amendments. The Board was given power to regulate
deliveries by producers at elevators and loading plat-
forms, not only of wheat but of all types of grain. The
maximum limit of 5000 bushels for deliveries to the Board
was removed, and it was provided that storage payments
could be made on farm-stored wheat at a rate not greater
than the established country elevator -tariff rate. The
Board was also charged with the duty of collecting a levy
not exceeding 15 cents per bushel on wheat utilised for
human consumption, ineluding imported wheat and wheat
products. Finally, the Advisory Committee to assist the
Board was revived, with eleven members as compazred with
the seven on the original Comumittee.

17. In the crop-year 1940-41 the Wheat Board hand-
led 395 million bushels of wheat, out of & total of 455 mil-
lion which weie marketed in Western ~Canada. The
sum of $6.156 millions was paid during the year.as pay-
ments for wheat stored on farms. = As a number of diffi-
oulties arose during the season on account of the shoitage
of storage space, regulations were passed by Orde:-in-
Council in August 1941, providing that no deliveries
of any wheat, oats or barley should be made without
first securing a permit from the Canadian Wheat Board.
The Board then instituted a system, whereby only a
certain quota per acie of wheat, oats or barley could be
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delivered by producers. The quota was raised gradually’

from 5 to 20 bushels per acre as the storage situation
improved, and was finally abolished in April, 1941. The
delivery quota system became a 1egular feature of the

Board’s activities, and was continued right through the
war,

18. The impact of the war made it necessary for the
production of some crops to be expanded and for others
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to be contracted. Even as early as 1940, the Govern-
ment undertook a ‘ Wheat Acreage Reduction Policv ’.
In 1941 payments were made at $2.00 per acre on cach
acre diverted from wheat to coarse grains and grasses.
as compared with the 1940 acreage. A higher payment
of $4.00 per acre was made on the wheat acieage allowed
to lie fallow. In 1942, the payments on the fallow weie
reduced to $2.00 per acre, the other payments remaining
unchanged. In the same year, it was deemed necessary
to increase the production of flax for munition puiposes,
and the Wheat Board was given complete control over
the purchase and sale of flax-seed. The Board fixed the
price for the 1943 crop of flax-seed at $2.25 per bushel.
Similar authority was given to the Board in regard to the
puchase of soyabeans, the prescribed price being $1.95
bushel :

19. Another important war-time development, which
in effect led to the maintenance of prices at stable levels,
was the establishment of Commodity Boards like the
Meat Boaid, the Dairy Products Board and the Special
Products Board. These Boards were charged with the
duty of supervising the purchase and shipment of various
farm products under the bulk sales contracts entered into
by the Canadian’ Government with the British Ministry
of Food and other United Nations Organisations. These
contracts related to pork products and beef, cheese and
evaporated milk, eggs (dried and shell), dressed poultry,
dried peas and beans, dehydrated vegetables, certain
classes of seeds, and fibre-flax. The fact that the
Procurement Boards. were ready to purchase all contract
goods of suitable grade in bulk lots naturally provided
price support for these and similar products. :

20. - The war also introduced some complications with
regard to the export trade. In some cases, as in the
apple trade of Nova Scotia and British Columbia, export
markets were disturbed seriously. With regard to this
fruit, the growers were protected by minimum guarantee
‘on that portion of the crop fo1 which no ‘good. outlet was
visible. If it became necessary to process the apples,
the Government undertook to absorb the loss on pro-
ducts sold in this form. Difficulties also arose when feed-
grains prices advanced sharply in 1943 in the U8, to
levels above the ceilings fixed in Canada, and the export
of feedgrains became profitable. In order to captuie
the profits arising from this trade, the Canadian Federa..l
Goverenent established Equalization Funds in April
1943, and the Canadian Wheat Board was assigned the
responsibility of administering them. Equalization
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fees were levied on permits issued for the export of oats
and barley, and were based on the difference between
the Canadian price ceiling and the U.S. market prices.
The revenue thus realised was distributed after the close
of the crop year among all producers who marketed oats
and barley during the period of functioning of the Fund.

21. The Government also used the method of sub- Bubsidies.
sidies to even out the differences between the prices
of farm products and to stimulate the production of
commodities which were deemed essential for the war
effort, Since this programme was conceived in the
interests of consumers also, the subsidies” were coupled
with measures designed to reduce the prices of imported
products. In the case of these imports the Government
reduced import duties and also resorted to direct consumer
subsidies. The programme was handled by a newly
established Commodity Prices Stabilisation Corporation,

" which was wholly owned by the Crown and was directly
responsible to the Minister of Findnce and to the Wartime
Prices and Trade Board. Subsidies were paid in two
ways— (1) Sale of goods at below cost prices by the Co1-
poration, and (2) direct payments to producers, impoiters
and distributors. The total cost to the Government
of the activities of the Corpoiation, from its inception
upto December 31, 1944, is shown in the following table :—

. 1 3
Operations of the Commodlty Prices Stablhzatlon
Corporation, Ltd.

December 1, 1941 to December 31, 1044, (in
millions of Canadian dollars).

Item. Amount,
Import Subsidies  99.4
Domestic Subsidies 100.8
Losses on Commodity Trading 25.4
Administrative Expenses 2.1

ToTAL : 227.7

(Source :—Report of the Wartime Prices and Trade
Board, Canada, January 1, 1944 to December
31, 1944).

22. Out of the domestic subsidies of $100.8 millions, Bhare of
agricultural products accounted for $64.24 millions, ag - h&ricul-

way be seen from the following table :— :x:ig;e:he
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Subsidies or reimbursements of Domestic Agr:
cultural Products.

(in millions of Canadian dollars).

Item. ; Amounl.
Butter. 12.86
Canned Fruits and Vegetables. 3.95
Corn. : 0.05
Eggs, frozen. 0.23
Fruits, fresh and processed. 1.30
Feeds, fishmeal. 0.13
Jam and Jelly. , 1.02

Meat. 0.41
Milk, 44.29
ToTaL : 64.24

23. The largest single item was thus the expenditure
in respect of milk, amounting to $44.29 millions, of which
38.46 million represented subsidies to consumers.

24, The most comprehensive measure of State assis-
tance to agriculture in Canada, was, however, the passing
of the Agricultural Prices Support Act in 1944. Under
this Act, which is designed to guarantee minimum prices
for farm products against a possible collapse of such
prices after the war, a Board is to be set up, financed by
$200 millions from the Federal Treasury, with the autho-
rity to purchase staple agricultural products, whenever
such products cannot be sold on the general markets above
certain ‘‘floor > prices which will be prescribed. No
specific formula for determining- these ‘“floor” prices
is laid down, this being left to the discretion of the Board,
subject to a general obligation ‘‘ to secure a fair relation-
ship between the returns from agriculture and those from
other occupations’. A Board of three members assisted
by an Advisory Committee, representing producers and
trade interest, is to administer the Act. Two methods
are prescribed for supporting prices—(1) the fixation of
prices at which the Board will be prepared to purchase
agricultural cammodities and (2), an undertaking to make
good the difference between the actual average price
during a season, and the price which in the judgement of
the Board will bring sufficient returns to the farmer.
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25. In connection with this Act, the Minister of
Agriculture explained that it was not intended to control
production after the war by means of production or
delivery quotas. However, the Act was envisaged as
providing a mechanism whereby the production of some
products may be decreased and of others increased by
establishing less attractive floors for some products than

for others. _ v

926. The history of Agriculture in Canada thus affords
instances of almost every kind of state assistance. The
opcrations of the Canadian Wheat Board constitute
a classio example of state bulk purchase and sale opera-

tions designed to protect the farmer from the incidence

of unfair prices offered by grain traders. Experience
led to this method being supplemented by outright pay-
ments on or acreage basis, related to the need of the pro-
ducer as judged from the productive capacity of the land.
These mcasures were extended to other crops than wheat
during wartime, which also called forth-various devices
to capture a portion of the export profits for the benefit

of the farmer. At the same time, the necessity for evok--

ing the pattern of production dictated by war needs, com-
bined with the objective of protecting the consumer
" against undue increases in-the cost of living, led to the
grant of generous subsidies both to producers and consu-
mers. Finally, the most significant feature of the situa-
tion is that the Government has realised the supreme
importance of protecting farmers against a -post-war
collapse of prices, and has set up a machinery, well in
advance to prevent such a development. Canadian
experience thus provides many types of price support
measures which are well worth careful study.

Differential.
price-.
support
policy.

Cenadian
agricultural
policy very
com-

- prehensive,



State sid
not much
favoured.

QOauses for
leissez faire
attitude.

British
agriculture,
1846-77

240
Arrrxprx II1,
State Aid to Agriculture in the United Kingdom.

1. A study of British agricultural policy reveals
that the idea of State aid has not found favour with the
public until very recent times. Whereas American agri-
culturists behave as if their contribution to society en-
titles them to demand help from the general revenues
as a matter of right, their British counterparts usually
ask for such concessions in a half-apologetic manner,
such requests bcing generally coupled with promises of
iricieased efficiency. Moreover, Government aid to farm-
ing in Britain has uptill now been conceived cf mainly
as emergency relief, and has in most instances been a
by-product of pressing war-nceds.

2. The causes for this half-hearted attitude are
grounded in the imperisl position of Biitain, as well as
in her former status of international lender par excellence.
From the repeal of the Corn Lawsin 1846 till the Oitawa
Agreements of 1932, Britain was open without restriction
to the agricultural prcducts of Empire and foreign coun-
tries. Britain could be paid back her foreign investments
only if she would take payment at least partly in agri-
cultural commodities. Again, the location of many
international commodity maikets in London meant that
substantial sums could be earned by way of charges
in connection with the transactions cairied on theie all
of which went to swell Britain’s ‘invisible exports’. Iore-
over, to British manufacturing and commercial interests,
cheap imported food, which enabled them to keep down
the level of wages and improved their competitive posi-
tion in foreign markets, vis-a-vis other nations with a low
standard of living, appeaied to be absolutely essential,
even if it meant that British agriculture was ruined.
Sir John Russell relates in his monograph on Rothams-
ted how at the beginning of the present century, when
A. D. Hall, his predecessor at Rothamsted, approached
the Board of Agriculture for a Government grant, it was
1efused, and the Secretary confided in Hall his view
that agriculture in England was dead and it was the Board’s
business to bury it decently. This attitude was typical.

3. Even after the repeal of the Corn Laws in 1843,
British agriculture continued to be relatively prosperous
until 1877. Although in ths period 1846-74 the price cf
wheat remained stationary while the price of other articles
increased, the consumption of wheat increased enormously.
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Mossrs. Layton and Crowther in their *“ Study of Prices ”
~stimate that the average annual - consumption of the
country increased from 14.0 million quarters in 1841-45
tn 20.2 million quarters in 1871-75, an increase which was
proporticnately greater than the rise in population duriny
‘the same period. Actually, the golden age of British
farming began in 1843 with Lawes’ invention of super-
phosphate and the manufacture of artificial fertilisers
on a commercial scale. Imports of feeding stuffs like
maize, beans and oilcakes, the extension of field drainage

and the utilisation of machinery of all kinds like seed drills, -

reaping machines, chaffcutters and steam. cultivators
belong o this period. This prosperous era came to an end
in 1877, when for the last time wheat prices stood at-more
than 50 sh. a quartei, until nearly forty years later prices
again soared up with the outbreak of Woild War I
in1).t.

4. The main factor which undermined this pros-
perity was the increased importation of grain from the
U. 8., and meat and cheese from Australia, New Zealand
end the Argentine. The price of wheat was down to its
lowest level of 22sh..10d. per quarter in 1894, but it
must be noted that industrial prices also participated
in this fall. The increased volume of imports into the
U. K. may be illustrated by the following table showing
the average imports of wheat, barley, oats, beef and
mutton in the first 3 years of each decade from 1881-83 to
1911-13 :— ' ' '

(in millions of cwts.)
Wheat, Barley. Oais.  Beef. Mutton.
1881-83 . 79.1  13.9  13.0 3.0 07

1891-93 93.0 182  15.4 5.2 1.9
1001-03  108.6 246 183 7.4 4.0
1911-13  119.4 224 182 0.4 5.4

(Soures : D. A. E, Harkness, War avd Britlah Agricaltare * p.8

5. Thé result was that the arable farmers of the

Eastern and East Midland and Southern counties could
no longer pay their way. The situation was worsened
by a prolonged fall in the general level of prices. The
Statist’s annual index number of prices, which stood
at 111 in 1873 declined almost continuously until it stood
at 61 in 1898. Wages and rents were adjusted only partl
to this fall, and the first shock of depression had to bse’
taken by the farmer,

Increased
imports
1874.96.

Falling
prices.
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Minor boom 6. From 1896 to the outbreak of World War I,

1896-1914. there was a slight improvement in the position of th-
British farmer. Prices gradually rose during this period,
and the Statist’s index number stcod at 85 in 1913. In
general, livestock products (with the exception of wool)
recovered appreciably in price. In 1913 the prices of beef,
mutton, pork, bacon and butter were not significantly
lower than forty years earlier. The decline in butter
and bacon was less than five percent, and pork was
actually slightly higher in price. This relatively better
position of livestock products was but natural, since these
could not be'imported with such facility as foodgrains.

7. British agriculture therefore turned gradually

gf,:;’i;m from corn productlon to livestock f'trmmg, and ‘Up horn, -
production down corn’ became the motto. The increase in the live-
to live. stock population of the country can be seen from the table
:mk - below :—

arming.

Livestock populativn, U. K. in 000 s
1870-74  1910-14

Cattle 9,747 11,934
Sheep 33.052 29,241
Pigs - 3,813 3,813

" ( Sourcs : D. A. E Harkness, War and British Agrieuiéure, p. 13 )

- 8. Thus cattle showed a substantial increase in
numbers which more than made up for the fall in the.
sheep population. Pigs showed no change.

Deercass 9. At the same time the area under cultivation

in area decreased by 269, as may be seen from the following

under table :—
sléivation
1874 1914

(Tlousands of Aecres)

Ploughed Ares 17,178 12,670

Rotation Grass 8,285 6,744

Permanent Grass 23,680 27,350

Wheat 3,831 1,908

Oats ' 4,089 3,899

- Batley 2,507 1,873

Potatoes - 1,421 1,209

(Soyree 1 D, A, E. Hasrkness, War and Brithh Agrieufure, p, 12)
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Tt will be seen that grain-crops and potatoes all

recorded falls, the area under wheat actually decreasing
to less than half its former level,

10. The movement from corn to stocks also meant
that less labour was employed. The numbers of males
10 years old and upwards employed in agriculture in
Great Britain declined from 15,43,900 in 1871 to
14,29,500 in 1911,

1. At the beginning of World War I the significance
of modern warfare and its urgent claim on home agri-
culture were not at first realised. In 1915 the Food Pro-
duction’ Committee unanimously recommended that far-
mers should be guaranteed a minimum price of 45 sh.
per quarter of wheat for a period of 5 years, but influenced
by the apparently satisfactory supply position, the Govern-
ment declined to accept this recommendation. But
this complacent attitude changed as a result of the poor
harvest of 1916, which coincided with a period of increased
shipping difficulties. This led to the. creation of a_special
Food Production Department in 1917, and compulsory
powers under the Defence Regulatlons were invoked
to secure an expansion in the tilled area. The total
ploughed land of Great Britain and Northern Ireland
increased from 10.9 million acres to 11.4 million acres
between 1916 and 1917. This result was to some extent
called forth by the decision pf the Lloyd George Govern-
ment to accede to the demands of farmets for a guaranteed
price. In 1917 the Corn Production Act guaranteed
prices for wheat and oats up to 1922. The same Act
provided for a minimum wage-rate for agricultural
labourers, and forbade increases of rent in response to the
guaranteed prices. Acturlly none of these measures became
necessary, since scarcity rapidly forced up both the prlce of
wheat and the rate of wages. The guaranteed prices of
wheatranged betwen 45 sh. and 60 sh. per quarter, whereas
the market price stood at over 70 sh. a:quarter through-
out the period 1917-21

12. In 1920 the Agriculture Act provided that the
minimum prices should be 68 sh. per quarter of 504 lbs.
for wheat and 46 sh. per quarter of 336 lbs. for oats.
These figures related to 1919, and Commissioners were
to be appointed ta consider for subsequent years the
percentage by which the cost of production of wheat
and oats respectively had changed as compared with
the standard years, and the minimum prices were to be
adjusted accordingly.
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13. Early next year, however, a deflationary move-
ment set in and the Government anticipated that they
would not be able to implement these price-guarantees.
A substantial sum of about £18 millions became due from
Exchequer, and it was feared that their payment would
impose undue strain on the Government’s finance. The
annulment of the guarantees was clearly indicated, and
the farmers through their Unioh agreed to this course,
on condition that a sum of £1 million was set aside for
agricultural research, eduction and advisory services.
The provisions with regard to guaranteed prices were
therefore repealed in 1921. The whole episode proved how
easily open to attack aid to farmers could be if it took
the form of a grant that came up for annual review in
Parliament as a lump sum on the Estimates.
Such a grant was distasteful even to the Department of
Agriculture because its estimates were swelled by a sum
which was not spent on its own activities.

14. There followed a decade during which agriculture
was left unaided to weather the storm. Education and
research were fostered, and some financial help was also
extended by the complete derating of agricultural land
in 1929. Tithes were converted into a fixed charge in
1925, and landowners were subjected to an amorti-
sation charge of a little over 439, which would extinguish
them in the year 2012. The .Empire Marketing Board,
established in 1926, carried on a campaign in favour of
empire produce, which was of some indirect benefit to
British producers, in so far as they had to compete with
high-cost Empire countries rather than with low-cost
foreign countries. But comprehensive schemes of assis-
tance to agriculture, involving State finances to any
significant extent, were definitely frowned upon by the -
Government. In the White Paper on Agricultural Policy
published in the early part of 1926, subsidies were dismissed
as entailing more cost than was justifiable on defence
grounds. In their place, various palliatives were sug-
gested, such as the provision of credit, the extensicn of
small-holdings, the improvement of rural amenities,
afforestation, the provision of Government funds for
drainage, the assistance of ‘“ sound schemes > of co-opera-
tive marketing ete.

15. The laissez-faire policy of the Government
accentuated thesecular trend of British agriculture, vig.
the transition from arable to livestock farming. During
the decade 1920-29, the prices of livestock and livestock
products fell to a lesser extent than the prices of cereal
and farm crops, as may be seen from the following table :—
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Percentage Increase Over Pre-war.

Livestock and Products. Cereals & Farm Crops

1920 192 185
1921 128 80
1922 76 49
1823 66 28
1924 63 54
1825 64 {4
1926 58 34
1927 44 39
1928 51 34
1929 52 23

(Source : D, A. E, Harkness, War and British Agriculturs, p.38).

16. By 1923 the tillage area actually fell below the
1014 level. It is true that as time went on, the arable
farmer was able to obtain his supplies of fertiliser at
cheaper rates than the livestock producer obtained his
}eodm stuffs, but this was counter-balanced by the
increase in the cost of labour. Wages showed steady
increase, thanks to the operation of the Agricultural
Wages (Regulation) Act of 1924. The increased wage-
bill did not affect the livestock farmer to the same extent
as the arable farmer, owing fo the smaller employment
of labour in stock farmmg as compared with crop produc-
tion.

17. In the latter twenties the effects of falling prices
were partly offset by an increase in the efficiency of Bri-
tish farming. D. A.E. Harkness has estimated (War and
British Agriculture, p. 36) that between 1924-25 and
1930-31 the volume of agricultural output increased by
over 8%,, while the number of agricultural workers dec-
reased by 7 to 89, Moreover, agricultural prices fell
relatively less than prices in general. The following
table illustrates this trend :—

Index Numbers of Prices,

Agricultural Industrial

Commodities, Commodities.
1924 100 100
1925 100 93
19286 23 87

1827 81 82
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1928 91 81
1929 87 79
1930. 76 70

{Sourcs : Board of Trade Journal. Index Numbers have been converted
to the base 1924=100).

18. It was only gradually that Government policy
veered round to the idea of active assistance to agricul-
ture. The labour Colinet of 1929-21 was responsible
for-two important measures. The first was the Land
Utilization Act of 1929, which provided for the settle-
ment of the unemployed on the land,”and empowered the
Minister of Agriculture apd Fisheries to take over owner-
ghip of derelif_:t land ; but practically no action was taken
on this Act. The other and more important enactment
was the Agricultural Marketing Act cf 1931, and enabling
measure under which & number of Ma.rket,no Boards were )

.subsequently established.

19. The Marketing Boards thus set up related to
hops, milk, pigs and pctatces. In effect, these Boards
~we-e afforded a sheltered market for their activities by the
impo i'ion of suitable tariffs and quota regulations on:
competing foreign products. Within this market they
functioned as oiganisations of producers wkich could to
some extent raise the local price, in a few cases by regula-
tion of domestic production 2s well. Forinstance, imports
of foreign potatoes were regulated by a slidirg scale of
tariffs which began with a duty of 4 sh. 8d. per cwt. from
the 1st November to the 30th June, and then merged into
the duty on main crop cf potatoes of £2 perton during .
July-August . and £1 per.ton fo1r the rest of the year,
Imports from Eire were restricted to certain quotas,
Sxmllarly, there was a very high duty on fereign hops.

20. The degree to which g given Marketirg Beeid could
raisc the price of the product with which it was concerned
naturally depended on the extent to which it could exer-
cise control over the supply. In the case of hops, the
Board funectioned witkcut fiiction because it had the power
to allot a quota cf production to each.grower, and was
the sole buyer of the produce at prices fixed before hand
by itself. In the same way, the Pctato Marketing Board
licenised potato growers, limiting each to a definite acreage
and checking extension or the entrv of fresh growers by
a charge of 25 per acre on all addnmns to the licensed
quota,
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21. Control of supply was riot always poasi'ble.r»‘ ‘With

regard to milk, for instance, it was obviously impossible
to fix production-targets. Here the naturidl expedient
was to manipulate sales in such a way as to obtain the
highest net returns from a given distribution ‘of market
demand. The demand for liquid milk is partly for direct
consumption and partly for the requirements of processing
factories like those for making butter, cheese, condensed
and dried milk. ' The Milk Marketing Board erdeavoured
to keep the price of liquid milk for direct consumption
at a fairly high level, and sold the surplus to tke processing
factorics at comparatively low prices. Even then the
Government had to step in and provide a subsidy to
raise the amount received by the producer on account
of these sales to processing factories. The* proportion
of surplus to liquid milk was spread equally over all the
producers, each of whom was paid for a certain propprtion
of his deliveries at liquid milk rates and for the balance
"at processed milk 1ates plus the subsidy. Such compli-
cated machinery was, however, not required in all cases.
~ To take one instance, hops represented a very smal] pro-
portion of the selling price of beer, and the brewers (who
were the only buyers) were willing to pay a reasonably
high price forit. = = AT % LA

22. The difficulties confrbnting Marketing . Boards
which did not have an effective control over supply may
be illustrated by the working of the Pig and Bacon Mar-
keting Boards. -The scheme related only to pigs pro~
cessed into bacon, so that pigs produced for other pur-
poses were left uncontrolled. - Moreover, even the demand
of the bacon-curers was not effectively canalised, since
they could buy pigs in the open market also. - The Pig
Marketing Board first tried to obtain the ‘pigs required
by the curers by contract, but failed to obtain the neces-
sary number. The unsatisfactory  functioning of the
schemeled to the appointment of a Reorganisation Commit-
tee which reported in 1935. *In accordance with its
recommendations, a Bacon Development Committee was

set up to control the policy of both the Marketing Boards.

Finally, a Bacon Industry Act was passed in.1938. This.
Act laid down that the Bacon Development Board was
to be supreme in all matters of policy. The curing es-
tablishments were to be rationalised, and the contract
system was to be revived on a three-year basis, the price

of pigs being linked to the prices of fecding stuffs. - The .
scheme could not, however, be put into operation owing

to the“outbreak of the war,

- Confrol'b}
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23. Although the original enabling measure was
passed during the tenure of office of the Labour Govein-
ment, the actual setting up of the Marketing Boards was
done by its successor, the National Government. Within
a few years the National Government also took steps
to assist agriculture by tariffs, quotas and subsidies.
Of these, the first two types of measures were resorted
to partly in order to safeguard Britain’s balance of pay-

‘ments, Even as early as December, 1931, the Horti-

cultural Duties Act imposed heavy duties on the import
of luxury fruits and vegetables during certain seasons
of the year. In the course of the next year, the Import
Duties Act was put into operation, an ad valorem duty of
10% being imposed on all imports subject to certain
exceptions dike, wheat, maize, meat ete. These excep-
tions naturally lessened the benefits which home pro-
ducers could expect, and in any case the duties did not
apply to imports from within the British Empire.

24. A more effective method of regulation of imports
was by means of quota restrictions. We have already
seen how such restrictions were imposed in respect of
Irish potatoes. Similar measures were taken for limiting
the imports of bacon and ham to a level such that total
annual supplies would be estabilised at approximately
10 million cwts. Imports from overseas, which stood
at 9.9 million cwts. in 1933, fell to 7.5 million cwts.
in 1938. But the result of this policy was to raise prices,
not only of the locally-produced bacon, but also of the

.imported varieties. In fact, foreign producers obtained

a share of the benefits, because they knew the exact
amount they could supply, and were able to pursue a
price policy designed to obtain the best possible price for
the quality of bacon which they were allowed to send
to Britain.

25. But by far the most important assistance to the
farmers was made by way of straight forward subsidies.
One example was the wheat subsidy provided for in the
Wheat Act of 1932, a measure which also set up a mechan-
ism for recovering the codt of the subsidy from the consu-
mer. Under this Act all wheat of millable quality was
guaranteed an average price of 10 sh. per cwt. and it was
laid down that any difference between this price and
the actual average price ruling on the open market should
be made good to the producer by the Government. Such
deficiency payments were to be paid only up to a maxi-
mum limit of 27 million cwts., a figure which was well
above the production of wheat in the U. K. at that time.
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This limit was raised to 36 million cwts. by the Agri-
culture Act of 1937 when production increased as a
result of the operations of the subsidy. The scheme
was financed by a levy imposed on all wheat flour sold by
millers or importers of flour, the rate of which varied with
the amount of deficiency paymentsdue to farmers in any
given year. Thus the more the production of wheat
and the lower the price, the higher the 'quota payments
on flour had to be fixed. In actual working thé scheme
did not impose much of a burden on the consumer because
the total supplies of flour on which the levy was imposed
were of the order of 82 to 84 million cwts., whereas de-
ficiency payments, as we have seen. were limited to 36
million cwts.

26. Similar assistance was given to producers of oats
and barley under the Agricultural Act of 1937. A stan-
dard price of 8 sh. per cwt. was established for oats, and

- deficiency payments were made to growers of oats when-

ever the average price fell below 7 sh. 7d. per cwt. In
contrast to wheat, the deficiency payments were made
on an acreage basis of 6 cwts. per acre, raised to 14 cwts.
in 1939. The maximum acreage in respect of which de-
ficiency payments could be made was limited to ten-
elevenths of the area under oats in 1937, The amount
which a particular grower could earn was also subject
to a maximum of £1 per acre per annum. It was also
provided that farmers could :pot obtain the oats and
barley subsidies as well as deficiency payments under the
Wheat Act. Thefinancing of the oats and barley subsidies
was by means of payments from the Exchequer, and
consumers were therefore not directly affected.

27. In the years just before the outbreak of World
War II, the payment-of direct subsidies became the fa-
vourite method of assistance to agriculture. From
September, 1934 onwards a subsidy of 5 sh. per cwt. for
live animals was paid to producers of fat cattle in the
United Kingdom at an annual cost of about £4 millions.
The Agriculture Act of 1937 provided for the supply of
lime and basic slag to farmers at cheap rates. Finally,
as an incentive to the farmers to cultivate sub-marginal
land, the Agricultural Development Act of 1939 empowered
the Government to pay a subsidy of £2 per acre on land

which was ploughed up after having been under grass for
seven years.

28. The cost of all these measures of Government Gost of
assistance is not easy to assess, especially in the case of Btate
tariffs and quotas. As an illustrative example, imports ssistance.
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. of bacon and ham fell fiom 9.95 million cwts. in 1933 to -

7.53 millions in 1938, while the number of pigs produced

" in Great Britain rose during the same period from 3.51

millions to 4.38 millions. It is not possible, however, to
investigate .the real burden on the consumer involved
in these developments. It is also not possible to estimatsz
the effects on consumption of the activities of the Market-
ing Boards.. Some figures-relating to the subsidies paid
during the year 1938-39 are, however, available, and
.these are given below :—. " 4 :

'_Staﬁe Assiétar_xee to' Agriculture, 1938-39.
=+ ' Ain. £ Milliong).

Su'garbget;Subsidy ] " e 1.93

_Sugarbeet Remission of Excise . 1.52
Wheat Subsidy = e o 9.29
_ Barley Subsidy . L (@) 0.80
Oats Subsidy’ ' (a), 232
Fat Cattle Subsidy, = .- - (a) 4,50
Milk Subsidy -~ - - . . 1 (b) .1.56
_Bacon Subsidy , 0.15
- Land Fertility Sbhen‘ie L e 1.30
Ploughing up Subsidy . (a) 0.50 -
Drainage o h (a) 0.40
‘Livestock Improvement, ... o010
-Rating Relief. = ' - = C17.00°
) TOTAL : 4117
(a.).A‘pp):oiimg'tiqris (%) Includes £605,000 of pay-

ments towards cheap milk
-~ for schools etc.

B (, ;&'r ilm’ciwﬁonmdﬁhew‘;.p.“)i

 29; The hef» effect of all fhes\e' medsmes was to halt

livestock ~ the long-term shift from cereal to livestock production.
~ production The area under wheat rose from 1.25 million acres in

Balted.

1931 to 1.93 million acres.in 1938. The total area of .
' corn orops remained mere or less constant, because bar-

-ley and .oats both fell by substantia] amounts. The

ploughed area showed insignificant fluctuations round
the figure of 9 million, which was only about 2 million
acres less than the corresponding area in 1914. By and
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large, therefore, the fall in cereal production was arrested.
As for the livestock pepulation, it showed a considerable
increase as compared with 1914, Cattle increased from
7.9 millions in 1914 to 8.9 millions in 1939, cows and

heifers from 3.2 to 3.9 millions and pigs showed the highest

increase, from 2.9 millions to 4.4 millions.

30. The outbreak of World War II led to one very
important change in the methods used to assist British
agriculture viz. the shift of emphasis from subsidies to
guaranteed prices. The objectives were now to in-
crease crop production and to provide from home produc-
tion a greater proportion of the feeding stuffs required for
livestock, thus reducing imports and saving valuable
shipping space. To stimulate output, subsidies and high
prices were paid, and most important of all, farmers were
guaranteed a market for their products for the duration
of the war and one year.thereafter. All cattle, sheep,
pigs and eggs were purchased by the Ministry of Food
at fixed prices, announced well in advance,.and graded
according to quality. Prices for wheat were fixed and
8 market was guaranteed for all that was produced. As
for potatoes, minimum and maximum prices were spe-
cified and the Government gave assurances that they would
take steps to derl with any stirplus crop left over at the
end of the season. In the case of oats and barley, maxi-
mum prices wer.- :ixed, but without any assurance with
regard to a mar.t.

31. These gucrantees, if left without control, would
have led to great increases in-the cost of living to the
consumer, which in turn would have been reflected in
dzmands for higher wages. In order to prevent such a
development, the Ministry of Food functioned as the sole
imporier of practically all foodstuffs and the purchaser
of many farm products. The Ministry made bulk purchases
abroad and sold the produce to consumers by averaging
high-cost and low-cost supplies. * The margins that could
be added by the processors, wholesalers and retailers at
various stages of marketing were also fixed, and .the
remuneration of importers and middlemen who acted as
agents in the acquisition of supplies, and sometimes in
distribution, was based largely on the pre-war level of
commissions. If in the case of any commodity even these
measures of control were not effective in assuring a level
of prices fair to the consumer the increases in cost _were
ibsorbed by the Ministry and not passed on to the ultimate
consumer,
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"~ 32. The combined result of all these measures was an
increase in the price level of agricultural products by
nearly 100 percent between 1939 and 1944, The Agri-
cultural index for January 1939 (1927-29==100) was 95
while. that for Jenusry 1944 wes 189, Aomrl.ltual
wages rose from an averzge minimum rate of 34 sh. 9d.
per week in England and Wales in August 1939 to 65
sh. at the end of 1943—an increase of 87 percent. The
total value of agricanltural cutput (including the farmer’s
cwn consumption and subs1dles) rose from £290 millicna
in 1938-39 to £530 millions in 1942-43.

33. The increase of farm prices was much greater
than that of wholesale prices, which rcse by only 69 per-
cent during the war period. The increase in the cost of
living was even smaller, and the Ministry of Labour
Index registered a rise of only 30 percent between the 1st
September 1939 and the 1st September, 1944, But the
smallest increase was in respect of food articles, the prices
of ‘which rose by only 22 percent. The gap between
prices received by the farmer and prices paid by the
consumer was made good by subsidies frcm the Excheqrer,
which amounted to & rate of £221 millicas per annum by
the spring of 1944.

34. Thers is no doubt that during the war substan-
tial profits were made by farmers. In a speech in the
House of Commons on the 26th January, Mr. R. S. Hudson,
the Minister of Agriculture and Fisheries, estimated that
in 1940-41, the value of the output of~ag1‘iculture rese
by £110 millions, compared with the pre-war level, the
increase in costs during the same period being of the
order of only £46 millions per annum. Mr, Hudson slso
stated that samples of farm accounts collected from all
parts of the country showed ‘‘a steady but varying marked"
increase in farmers’ returns, throughout the years of the war
and that after making full allowance for the fact that the
pre-war years showed profits which were far too low "

45. All this was 2 small price to pay for the magni-
ficent response of British agrlcul ure to the needs of the
hour. The overall increase in cutput in the U. K. during

the war amounted to 70 percent measutred in terms both

of calories and of protein. By 1943, it was possible for
the Government to maintain tctal foed supplies at an
adequate level, and simultaneously to cut down imports
by one half. The following table shows the increased
production of crops achieved during the war i—
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Estimated Quantity of Principal Crops Harvested
(in thousand tnns)

Wheat Bar- Oats. Pota- Sugar- Vege- Fruit

ley. toes. beet. table.

- 1938-38 1851 765 1040 4873 2741 2384 485
(Average) :

1939 1645 892 2003 5216 3529 2428 B38
1940 1641 1104 2892 6404 -3176 2687 580
1941 . 2018 1144 3246 8010 3226 2974 326
1942 2567 1446 3553 9393 3924 3806 762
1943 3449 1641 3059 0822 3760 3187 70§
Percentags

Increase since

1036-38 109 - 115 58 102 37 34 1.1

(Source:* Stn‘hﬁu rolating to the War Efforte of the U.K.”,
p. .

368. It may be noted that these results involved a
complete reversal of the pre-war movement from crop
to livestock production. Between 1839 and 1944, the
area under wheat increased by 82.9 percent, and that
under barley by 95.5 percent, while oats showed an in-
crease of 51.8 percent. The total arable land rose from
12.9 million acres in 1939 to 19.4 millior acres in 1944,
or by 50 percent. There was a corresponding reduction
in the area under permaneht grass, which fell from 18.8
million acres to 11.7 million acres. The cattle popula-
tion was fairly well maintained,” but sheep, pigs and
poultry all declined in numbers,

37. At the end of the war, therefore, fears were
expressed that a difficult period of re-adjustment lay ahead
of British agriculture. It was believed that the secular
trend towerds livestock production would re-assert itself
and that foreign imports would again relegate crops
to a subordinate place. Even the most ardent expo-
nents of the farmers’ point of view did not expect anything
more than a continuance of the pre-war system of mar-
keting boards, subsidies, tariffs and quotas.

38. Happily, such pessimistic forebadings have tur-
ned out to be mistaken. The Laboui Government has
put forward a comprehensive scheme of State assistance
to agriculture, unparalleled in British annals. The
Minister of Agzriculture, Mr. Thomas Williams, disclosed
in the House of Commons on November 16, 1945 the gene-
ral principles of the Government’s agricultural policy.
He stated that tho Government proposed to establish a
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system of guaranteed prices and assured markets for
milk, fat livestock, eggs, cereals, potatoesand suga:bpet
Prices for cereals and potatoes would be fixed well in
advance of the sowing time. For fat livestock, milk and
eggs, minimum prices will be known to farmers three to
four years in advance. Notice of any quantitative limi-
tation of the output was to be given 18 months before the
harvest in the case of crops and at least two years in
advance for fat" livestock, milk and eggs. Tke
actual ‘Wethods for affording an assured market weie
to be worked out for each commodity in the light of the
system to be adopted by the Government for its procure-
ment, distribution and sale. Methods other than that of
direot Government pu-chase (e.g. the deficiency payments
under the Wheat Act) are not ruled out.

39. In return for thé benefits thus conferred on
farmers, the Goveinment proposed to insist on increased
efficiency and also to ensure that lands are not allowed

to lie waste. This was to be achieved by making free

technical advice and marketmg facilities available to
agricultwists and by giving them compulsory directions

“for cultivation.. If these directions were not obeyed, itwas

proposed to take over such lands and to make the fullest
productive use of them through the agency of &8 Commis-
gion set up specially for the purpose. Local bodies were
to be required to assist in the execution of this policy
and to provide the industry with leadership and guidance.
For this purpose, it was proposed to set up in England
and Wales County Committees similar to the existing
County War Agricultural Executive Committees. These
County Committees were to be appointed by the Minister
of Agriculture partly from among those selected by dif-
ferent scctions of the agricultural industry and partly
from other sources.” These Committees were expected
mainly to promote technical efficiency, working for this
purpose in close association with the National Advisory
Service which it was intended to establish in England and
Wales towards the end of 1946,

40. DBritish agriculture is thus assured of another
period of prosperity. The Government of the day has
at last grasped the esseutial fact, brought out so clearly "
during the war, that the prime requisite for evoking the
level of production required by the country is the assu-
rance of guaranteed prices and markets. At the same
time, the provisions for more efficient farming ensure
{hat farmers do not succumb to the temptation of merziy
bencfiting from the price-guarantees and doing noihimg
to improve production.
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Arrexprx IV.
State Aid to Agriculture in Australia.

1. State assistance to agriculture in Australia has
been concerned mainly with wheat, owing to the over-
wh:lming importance of that crop in the internal agri-
cultural economy of-the country as well as in the export
trade. The first crop of wheat was harvested in Aus-
tralia in 1789 and the country became self-sufficient in
the carly ‘Sixties’ of the last century. Since then pro-
duction has increased steadily until the peak was reached
in 1932-33, when Australia produced 214 million bushels
of wheat (5.8 milliod tons) of which she exported 150
million bushels (4.0 million tons)i.e. a little over two-thirds
of the total production. Wheat and wheat flour also
make up asizeable proportion of the value of total exports.
Out of the export trade of £ 157.6 million in 1937-38,
wheat and wheat flour accounted for £ 26.9 million. In
respect of cultivated area also, the crop occupies a pre-
ponderant position, and during the last quarter of a cen-
tury the wheat acreage has ranged around 13 million
.acres on an average, covering about 709, of the agricul-
tural land.in the country. The importance of the crop
" in the internal agricultural economy of Australia may be
geen from the following table :—

GROSS VALUE OF
Year Agricultural Produotion Wheat Retio of wheas
) to agriculimsal
- preduction.

193738 93,229 37,000 . 30.9
1938-39 78,851 21,989 28.6
1939-40 95,784 38,778 30.4
1940-41 70,406 17,145 24.3
1941-42 - 94,451 30,764 32.5
1942-43 111,230 33,041 29.7

The value of wheat accounts for no less than 29.69, of
the total value of agricultural production.

2. Prior to World War I there was no system of
active State assistance to wheat-growers in Australia,
During that war however, the Commonwealth Govern-

ment exercised powers obtained under the War Pre-.

cautions Act for the purpose of establishing compulsory

*This account of Stake aid to agricolture in Australia relates
purely to assistance given 0 the wheatgrowers. Although State assis-
tance has been rendered to the wool and dairy industries slso on an
extensive scale. it was felt that the experience in regard to wheas in
particular will be of special Interest to India, and hence this account has
been oonfined to thet crep.
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wheat pools. . These,pools were. managed by State Boards
on which originally there were representatives of the
wheat-growers.. Later they were given one'representative
on the Commounwealth Board and one.on each of the
State Boards. The pools operated from 1915-16 to 1921-
22, giving good results and there was considerable_agi:
tation for their continuance’ after the war, - But the
Hughes Government desired that the trade should rovert
to previous channels and the éompuléory pools were given
up. In Queensland, however, a modified form of com-
pulsory pooling, based on the vote of the growers was

- introduced by the Wheat Pool Act of 1921.. The Victoriza

wheat-growers also operated a successful voluntary wheat.

' ‘pool which at one time handled 609, of the State’s wheat.

oo

' Inter-war
period. ~

' 3. With the" cessation of the coinpu]sory pools,

‘the wheat industry was left unaided to weather the storm.

Until 1927, however, the industry had a period of relative
prosperity owing to high prices. This led to the conver-

_sion of pasture into wheat lands and to attempts in Wes-

tern Australia to finance the growing of wheat in an area
ill-suited for the crop. The onset of the Great Depression

‘therefore found :Australia in.a somewhat vulnerable
- position, and the .prices of wheat declined steadily as

- shown in the following table :—

Year. Average price per Bushel.
.1927 . .5 sh.. 5d.

1931 2 sh, 10 d.

1932 3sh. 1d.

1933 ‘2sh.10d.

19§4 . 2 Bh» 8 d-

During this period, h6Wevef, theré was actually an increase
in the quantity’ produced owing to the general desire
to eompensate for low prices by greater production. The

‘average acreage rose from 10.4 million in 1922-27.to 15.0

million in 1927-32 and the production increased .during
the same period from 134.9 million bushels to 161.8 million

bushels.

e
depression-
measures -

- 4. The steep fall in prices naturally led to a demand
for action to maintain prices -at a remunerative level.
In' 1930, therefore, the Commonwealth Government
introduced a Wheat Marketing Act which provided for a
guaranteed price of 4 sh. per bushel at country-sidings
and for the setting up. of an Australian Wheat Board
to funetion on the lines of a compulsory pool. - This mea-

" pure ‘was however defeated and instead ,.was passed the
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Wheat Advance Act in the same year which guaranteed
a price of 3 sh. per bushel less freight and handling charges.
The Act was not however implemented for want of funds.’

’

5. The assistance rendered by the State ta the Relief

"wheat-grower during this. pericd took the form of reélief FPayments.
and bounty payments to those who were in adverse finan- '
cial circumstances. The method wes for the Common-
wealth Government to give subsidies to - the States for

the purpose of providing .assistance to their groweis.’

The first occasion was in 1931 and a subsidy of 4} d. per
bushel was granted in respect of all wheat bharvested
during 1931-32 and sold ‘before the.end of the crop year

1932, . Since the prices continued to be low'in the-year
1932-33, the Commonwealth- Government granted .a total

sum of £ 2,000,000 to the various States for assistance to

the -wheat-growers: for reducing the cost of -production

of wheat (including the cost of transport and marketing)

and for providing for the needs of the individual wheat
grower, The distribution of this grant wes made by the"
respective States generally on the basis of acreage sown

to wheat.  Similarly in 1933-34, a sum of £ 3,000,000

‘'was provided for distribution amongst the States to pro-

vide assistance to the wheat-growers who- during the

year ended 30th June, 1933, derived no taxable income,-

or having derived taxable income, produced evidence

that there  were circumstances which ' justified “ such’
assistance, . T o '

. 6." The assistance rendered in the year 1934-35 was
in accordance with the recommendations-of the Royal
Commission on Wheat, and .took the following forms:—
(i) & grant to each State sufficient to make payments of
3 sh. per acre sown with wheat for grain during the year
.1934, (i%) a bounty of 3 d. per bushel on wheat harvested
during the financial year and sold or delivered for sale
on or before the 31st October, 1935, and (i41) direct pay-’
~ments to wheat-growers who were in adverse finanecial
.circamstances up to a total sum of £ 573,250.

7. From 1931 until 1933, the funds fo meet wheat
payments were provided from the general revenues. But.
in 1934, in accordance with the views of the Royal Com-
. mission on Wheat (I1st Report, 1934), which retommended
the transference of part of the burden to the shoulders
~ of the consumers, a tax of 105 sh. per ton in 1933-34, and
of 52} sh. per ton in 1934-35 and 1935-36, was imposed:

on milled flour for the purpose of providing a portion’
of the revenue from which payments could be distributed, .
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. 8. The actual extent of assistance granted to the
wheat-grower by way of relief and bounty payments
up to 1934-35 may be seen from the following table :—

Amount paid to Years. Amount.
wheat-growers,
£.
Bounty. 1931-32. 3,429,314,
Relief. 1932-33, 2,000,000.
Relief. 1933-34. 3,053,000.
Bounty. 1934-35.) 1,462,414,
Special Relief. 1934-32,) 573,250.
Relief. (1934-35. 2,004,944,
. (1935-38. 1,915,869,

It will be seen that an average sum of between£2-3 millions
per year has been granted by way of relief to wheat-growers.

9. The position eased a little after 1935-38 owing
to the increased demand for wheat from China and Japan
which more than compensated for the shirnkage in Euro-
pean demand. Prices started rising from 1935 onwards
and the average price for 1937 was as high as 6§ sh, 0 d.
During 1936-37 and 1937-38 therefore, there was no need
for any financial assistance to the wheat-growers from
the Government of Australia and none was given.

10. The year 1938-39 began badly for the wheat-
grower. Prices suffered a disastrous decline at the end
of 1938 to a point lower than during the worst period of
the depression, (viz. § sh. 2 d.}) and in July, 1939, they
touched the bottom at 1 sh. 9 d. These fluctuations in
prices led to immense suffering for the wheat-growers
and it became clear that the industry was in desperate
need of State assistance. A comprehensive attempt was
therefore made by the Commonwealth Government in
1938 to give assistance to wheat-growers, and a number
of Acts, the most important of which were the Wheat
Industry Act and the Flour Tax Act, were passed in that
year.

11. The main object of this legislation was the stabi-
lisation of the internal price of wheat in Australia at a
level corresponding to a price of 5 sh. 2 d. per bushel
at sea-board, The essential pre-requisite for the success
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of this policy was obviously the insulation of the domestic
price-structure from internaticnal factors. This wss
"to be achieved by imposing an- adjustable .tax on
imports. By the Wheat Impoits and Exports 'Act, if
the price of imported flour was less than 6sh. 2d.,
an import duty equal to the difference between
the home consumption price and the price cof
imported flour was to be levied, subject ta & maximum
of £7 10sh. per ton. The wheat Imports and Exports
Act also provided that if the.world price was. higher
then the domestic price of 5 sh. 2 d. per bushcl, an ex-
port duty should be imposed, the rate of duty increasing in
proportiontothe difference between the two. pricgs; gubject
to a maximum of 1 sh, per bushel. In addition, according
to the provisions of the Flour (Wheat Indusiry Assis-
tance) Assessment Act, 1938, a tax not exceeding £ 7.
10sh. per ton was to be. imposed on all theé flour-either
held in stock or manufactured in Australia. .Out;of the
proceeds of all these taxes, 8 Wheat Industry.Stabili-
sation Fund was to be created, from which grents were
to be made to the States. The Fund, was divided .into
three parts, vig :—

(3) Wheat Industry Special Account.—Out of the.
-revenues, £500,000 in the first year and during the next
four yeszre such amount not exceeding £ 500,000 as deter-
mined by the Minister were'to be utilised tc constitute
this Acccunt. During the first year, the followirg pay-
ments were to be made to the States as financial essistence :

New Scuth Wales -+ L£A 100,C60,
Victoria .. £ A 200,000,
South Australia OB A 100,690.
Western Austrulia . £A 100,000

ToTAL : .. £ A500,000.

Th~se sums were to be applied for the provision : of rélicf
to disiressed wheat-growers in the respective Statcs.
In the next four ycars the Minister was to deeide what
amount should be paid to the States normally, on ccn-
diticn that the fund was applied for meeting the cost of
transferring wheat farmers from land unsuitable for the
economic production of wheat,

(i1) Wheat Tax Account.—All the money collected
by way of taxes on wheat exported from.Australia:or on
‘wheat produced and sold in Australia were accumulated in
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this Account. . If the price of wheat rose above 5¢kh. ¢ 4.
per ‘bushel, the millers were prohibited from raising the
prices of flour in consonance with the increased wheat
prices, and in order to compensate them, assistance was
to be given out of this Account, the nctual rate of

-asgistance being decided by the Minister.

($36) Out of the remaining sum, such payments were
to be' made as were necessary to make certain refunds
of the Flour Tax provided for in the Act and other special
payments. After these deductions were made the re-
mainder was to be allocated to the States to be distributed
among wheat-growers in proportion to their production
of wheat.

12. The principle underlying the measures reviewed
above was that when wheat was below § sh. 2 d., the local
consumers should subsidise the growers by paying a
higher price for their bread, since the tax on flour levied
on the millers out of which payments were to be made
to the growers would be passed on to them ; on the other
hand, when wheat was worth more than that figure, it
wags intended that the growers should subsidise the con-
gsumers, since the profits on the export market which
governed the overall price of wheat were to be taxed to
provide ‘a fund for the relief of the millers. This scheme
was however néver actually put into operation because
before steps could be taken to implement it, World War
11 broke out.

13. When hostilities commenced in S~ptember, 1939,
the wheat industry of Austrolia was experiencing a period
of unduly low prices. The price had fallen to 2 sk, 1d.
per bushel in August, 1939, cven lower than the lowest
monthly quotation in the depression period. In addition,
there were difficulties of marketing and transport. There
‘was a large accumulation of surplus stocks in the chief
exporting countries and the natural disability arising out
of Australia’s remoteness from the main centre of
consumption rendered the situaticn extremely difficult,

14. In view of these cirenmstances, the Common-
woalth Govornment under the Whest Regulatiors consti-
tuted the Wheat Marketing Board on the 21st September,
1939, to acquire, with certain exceptions, all wheat keld
in Australia. The Board was empowered, subject to the
directions of the Minister for Commerce, to purchase,
sell or dispose of wheat or wheat products, manage and
control all matters connected with the handling, storage,
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pm:eci-ion; "shipmgiif ete. of wheat acquired, and such
other matters necessary to give effect to the regulations
pnder which it was created. The Board was composed
of a Chairman, seven growers’ representatives and one
millers’ Representative. L

. 15. The Wheat Marketing Board succeeded in acqui-
ring and disposing of almost the entire stocks of ‘whf,at
in Australia as may be seen from the following tsble giving -
figures of total production and the quantities’ acquired
by the Board :— : : v e -

Wheat Acquired npto 1st July, 1844..
(000 bushels)

EE |

Period. - Quantity Acquired. Production.
1938-39 S0 17,840 41 . . 155,369}
1939-40 T e 195,445 - 210,487.
1940-41 _ 63,659 .. . 82,233.
194142 ; 153,968 166,713,
1942-43 © 142,742 ] 155,728,

194344 - .- -94§90 %, 109,559 -

-

" Out of the total quantity of 668,544,000 bushels acquired
by the Board during the period 1938-39 to 1943-44, 175,
912,000 bushels were sold for export as wheat, 139,715,000
Lushels for export as flour, 152,797,000 bushels as flour

- for local consumption and 78,786,000 bushels for other
purposes.v( 3 5 TR i y . E

"16.. The Wheat Acquisition Reg(lations - provided
thet the Minister for Commerce and Agriculture should
deterwmine the compensation to be paid for wheat acquired.
During the seasons 1939-40 to 1941-42 an initial payment
of compensation w2s made as--wheat was acquired' and
further payments were made as the proceeds of pool sales
were gradnzlly realised. In August, 1942, the Government
gave approval to a proposal to guarantee to wheat groweres
compensation at a fixed rate on a maximum of 3,000
bushels known as quota wheat, while on additional deli-
vories (nonquota. wheat) compensation at a lower rate was
to be paid asthe wheat wasacquired. A quota was allotted:
tn each grower, and on the wheat delivered by him to the"
extent of his quota, the grower received the guaranteed
payment. ' The quota allotted to the majority of wheat-"
growers was for 3,000 .bushels, but in certain-instances;
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growers who operated under a share-farming agreement
either as awners or as share-farmers, or who cultivated
their lands under family armngﬂments were granted
guotas of less than 3,000 bushels. ~ The following prices

have been guaranteod in respect of quots and ncn- ql.ote
wheat since 1939-40 :—

Year. Guaranteed price.
1939-40. ........ 2 s8h.-10§ d. less fieignt.
1940-41. ...... .. 3sh.-04d.

1041-42. ........ 3sh.-0d.
1942-43. ....... . Quota wheat 4sh-0d. Country
sidings.
Non-quota wheat 2sh.-0d. Country
sindings,
1043-44, . ........ Quota wheat 4sh.-0d. Country
sidings.
Non-quota wheat 2sh.-0d. Country
sidings.
1944-45. ........ ,Quota wheat 4sh.-0d. Country
sidings.
Non-quota wheat 3sh.-0d. Country
sidings.
1945-46. ........ 4sh.-4d. Country sidings

Since 1942-43 therefore, the wheat-grower has been
guaranteed a price not less than 4sh. 0d. per bushel in
respect of quota wheat,

17. The following table gives figures regarding the
financial operations of the Australian Wheat Board :—

Australian Wheat Board : Finaneinl Operaticns.

{in £ millions.)

1939-40, 1940-41, 1941-42, 1942-43, 1943-44,

Paid to Growers, 31.35 11,07 25.94 25,82 17.89,
Paid as Freight. 3.78 1.02 3.03 2.37 0.31.
Expenses. 3.56 1.38 3.97 2,59 1.63.

Total payment, 38.69 13.65 32,04 30.78 19.33.

e

-+
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The largest item was naturally the amount paid to the
growers against wheat acquired by the Board, and since
this accounted for practically the whole crop, the total
payments relate prectically to the entire wheat production

of Australia,

18. It may be mentioned that the Government
continued during the war to give substantial assistance tc
wheat-growers by way of relief payments in addition to
the benefits conferred by the gusranteed price. The relief.
snd payments made during the war were as under :— -

Relief and Payments, 1039-40 to 1642-43.

Year. Amount.
L.
1939-40 2,486,067
1940-41 1,498,593
1940-41 - 970,000
1941-42 1,651,716
1941-42 15,623
1942-43 1,708,543

Thus relief continued to be grlanted practically on the
pre-war scale, ’

19. With the wsuccessful experience of the Wheat
Marketing Board during the war, the Australian Government’
has introduced two Bills with the object of stabilising the
price of wheat at 5 sh. 2 d. per bushel. This price has -been
fixed mainly on the ground that it is expected to cover
the cost of production of the average farmer and to leave
him a reasonable margin of profit. The mechanism devised
for implementing this price is almost the same as was pro-
posedineerlier plans, particularly in the Acts of 1938, The
Wheat Marketing Board will continue to acquire almost
all the stocks as the cnly agency for marketing inside and
outside Australia end will undertake to purchese wheat
et 5sh.-2d. pcr bushel. The guarantee ofthis price-level
is based on two factors, viz, (a) the continuance of the
external price at 10 sh. per bushel, and (b) the creation of
a Wheat Stabilisaticn Fund in order to support the
guorantced level. Asleng as the external price remains
higher then the guaranteed price, the wheat growers will
hava to surrender 509, of the difference between the
guaranteed price and the external price. Qut of.this
coqtribution, a Wheat Stabilisation Fund will be created
which will be utilised to maintain the price at the guaranteed
level when the external price falls below that level, This

Continu-
ance of
relief
payments.
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guarantee is to operate for 5 years but the plan may be
reviewed and renewed before the end of the period. During
this period, if the price falls and there is a run on the
Fund leading to its exhaustion, the Fund will be reimbursed
out' of the general revenues. The 509, contribution from
the growers is fixed for the first year only and in a higher
external price-level continues to prevail, thls percentage
may be reduced in future. .

20. The Australian Government realized that no
plan for price-stabilisation can succeed without a certain
degree of regulation of the production and supply of wheat.
So far as supply is concerned the Wheat Marketing Board,
as mentioned earlier is the monopoly procurer of wheat in
Australia and it is to continue its operations in the same
manner. For controlling production, a * Commonwealth
Board ” will be appointed consisting of a representative
from each State together with a Chairman, the Director
General of Agriculture and Executive Members chosen by
the Commonwealth Government. The Board will recom-
mend the total acreage to be sown each yeai and its distii-
bution among the States. There will also be State Comm:-
ttees which will regulate the production in respective
States by licensing the growers. While giving licences,
the pre-war acreage cultivated by each applicant will be
taken into account but no licence-holder will be allowed
to grow more wheat.and no person without licence will
be permitted to sow wheat for grain. For other purposes,
there is no restriction on the acreage.

21. The post-war wheat plan of Australia is based on
the expectation that the external price-level will continue
to be as high as 10 sh. per bushel, that Australia will be in
a position to dispose of 140 million bushels annually and
that the production can be planned so as to maintain this
surplus. However, it has been made clear by the Minister
in his speech at the time of introducing the second reading
of the Bill that the powers acquired thereunder to control
production are to be used to regulate acresge and not to
restrict it. Stabilisation of prices will thus not mean
curtailment of production and the plan only aims at taking
away & part of the higher returns to the farmers in prosper-
ous times so as to give it back to them in days of distress.

22. The above account of the evolution of State
policy in Australia with regard to agriculture thus shows
a gradual evolution from relief to guaranteed prices, and
finally to a fully-worked out plan to stabilise the prices of
wheat, utilising the resources of the wheat industry
itself,



ArrenpIX -V.
Questionnaire Issued by the Prices Sub-Commiitee.

(1) It has been suggested that the aim of & policy of price
fixation of agricultural produce should be to maintain prices at &
level, which is fair to both the producer and the coneumer. Do
you agree with this view 1

(2) Should there bs one basic price for a product and adjusé=
ment made therein for different regions, on the basis of norma
parities or should the price be different for different regions¥ |

_ (3) How would you determine the fair price ! How far and
to what extent should the following factors be taken into account

for the purpose

(a) The cost of pfoduotion——

how would you determine such costs, to enable - polisy
to bs oconcretely formulated f What elements should
enter into cost ! Given that the same product has o
different cost in different parts of Indie (or even within
the same Province), shall there be differential prioes, or
ghall all producers be given enough to cover marginal
costs of the most disadvantageously situated producer, or
should the price cover the costs“of the average producer?
Shall cost of p.rgduotion be periodically re-assessed ¢

(b) The price level of industrial products— "
what base period should be sslected - at “which the ratio
between agricultural prices and industrial prices were
regarded as normal (e. g. the period before the onset of
the Great Depression) # What industrial productsshould
be taken into accountf Should the prices of agricul-
tural products like cotton, sugarcane, oilseeds eto. be
determined in 1elation to the prices of the articlos manu-
factured therefrom or should the prices of the manu-
factured articles be adjusted to the prices of agricultural
products from which they are manufactured ?

(¢) The desirability of the maintenance of out put of agriculs
tural produce or of effecting changes therein—

ghould this he construed as implying the same quantita-
tive relationships between particular groups of products
as that prevailing (i) before the war, (ii) during the war

" or (iii) & “target” relationship for the future f Or should
the price be determined from season to season with a
view to encourage or discourage production, as changing
conditions may require from time to time ?

(d) The desirability of maintianing am adequate standard of
life for the cultivator and the landless labeurer—
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bow should the standard he determined # In particular
what items should be regerded as esszntial for an ade-
quate standerd of life and whst should be their propor-
tionate significance ¢. 6. what weightage should be given
to each?
(e)dThe prices of synthetic substitutes and competing pro-
ucts— '

should the price of an sgricultural product be deter-
mined in relation to ths prices of the sulstitutes snd
competing products be adjusted to the prica of the egri-
cultursl product #

(f) Prices at different stages of the marketing proceas—
should the price of an egricultural product at ths pri-
mary stage be determined in relation to its prices at the
subsequent stages, in the marketing process, including
the retail stage, or should the refail prices arnd-the prizes
at earlier stages be adjusted to the prices of the agri-
cultaral product at the primary stage ?

(9) The incentive to effect sagriculturzl improvem:nta e, g.

wells, anti-erosion measures, uss of fertilizers eto. and to
increase agricultural efficiency.

(8) The purohasing power of the consumers. -

(4) Should the fair price be fixed at a point cr skould it be
fixed withina range, with a mirimum and a maximum st both ends?

(56). When should the fair prics be ennounced—at sowing tima,
or after harveat f When should changes in prices be announced

(6) For what period of time, should prices, once announced,
remain fixed?

(7) Is it your experience that prices cf groups of agricultural
produce move together, so that fixing the prices of a few principal
products would automatically lead to the gradual regulation of
prices of others, by natural market forces! For what types of
agricultural produce do you recommend that prices should befixed ?

‘ (8) What administrative machinery do you recommend for
determining fair prices?# Do youagree with the wview that this
should be done by a central agency ? If so, should the central
agency be a Dopartment of State or should it be a statutory body
specially created for the purposef
- (9) What administrative machinery shculd bs set up for the
enforcement of prices # Should the machinery be central or pro-
vincial and should advisory bodies be attached to the admiristra-
tive machinery? Or should there be a special Commedity Orga-
mization established for the purpose and if so, on what lines ?

(10) What measures would you advise for the enforcement of
prices; as determined !
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(a) should the State give an undertaking to buy st all times
any surplus in the market, which cannot be dxspoeed. of
at the determined prices? If rot, what alternative

measures would you recommend ?
(b) would you recommend the building up of buffer stocks ?

(c) what are the principles that should regulate sales from
buffer stocks, within and outside the country, to make

the price policy effective?

(d) should there be any system of monopely pur'chase? If
8o, should this be done by guarantees to the trade or
through a special commedity crganisation or by direct
S:ate agency ?

(e) should the State have the right to contrel the volume of
output through crop-planning ?

(f) if prices rise above the determined price, should the State
lower or abolish import duties in order to encourage fur-
ther supplies # If prices fall below the determined price,

should the State raise or impose import duties or prohi-
bit imports, in order to discourage supplies ?

(9) should imports be a State monopoly, in order to imple-
ment the price policy

(h) should the State have the right to prokibit exports in

order to prevent a rise in prices above the determined

- level # What other alternatives would you suggeste. g.,
subsidies f

(¢) should exports be a State mcnopoly in order to implement
price policy ?
(11) How can the financial resources ﬁeeessary to carry out the
measured recommended be obtained and how should the cost be
allocated !

(12) On what principles should the size of buffer stocks be
fPIermmed in order to maintain prices and to tide over crcp
a:lares ?

(13) What is your experience of price fixation policies during
the last five years ! '

(14) How would you ensure an equitable distribution of the
benefits of the price policy among the different agriculturel classes
¢. ¢. tenants-at-will and labourers.

- (15) Wlnt'spécific steps would you take to enfcrce a re-0rga-
nisation of agri:ulture, in crder to secure that full tenefit acecrues
to #he country frox:n the contemplated expenditure on prioce policy ¢
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APPENDIX V].

The attendence of the Members of-the Prices Sub-
Committee at the different’Meetings was as follows:—

First meeting held at New Delhionthe Sthand 10th March y 945.

1.

i\l

e o g w

9.
10.

.

12,

Sir V.'T. Krishnamachari. k.C.8.1. K.C.LR,
(Chairman).

The Honourable Mr. Hossain Imam,

Sir Fazal I. Rahimtoola, c.L.e: KT

Rao Bahadur N. R. Samiappa Mudaliar, m.L.C
Dr.. L..C. Jain,

Sir Roger Thomas; ¢.1:E.; J.P.

Sir-Pheroze Kharegat; c.1iE. LGS,

Mr. V., Narana.m &0, €.8.1., C I.E.

Sir.Theodore - Gregory.

Dr. ‘'V: K. R.“V'Rao
Mr..C. N. ngil.
Dr. B. K. Madan.

Setond-meeting held at Bombay on the 7th and 8th-May, 1945.

1.
2,

© 0 o>

348

Sir, Pheroze Kharegat, C.1.E., I.c.S. (in-the chair) -
Tha. Honourable Mr. Hossain Imam.

Sir Fazal I. Rahimtoola, € 1.k, Kt.

Dr L. C. Jain.

Mr. V. Narahari Roa, c.8.1., 6.1.E.

Dr. V.K.R. V. Rao.

Mr. C. N. Vakil.

Dr. B. K. Madan.

. Sir R. G. Allan.

Third . meeting held at New Delhi on _the< 17th -and 18th

1.

September, 1 940

Sir V. T. ershnamachan K.c.S.I.. K.C,I.E.
(Chairman).

2. The Honourable Mr. Hosssin Imam.
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Sir Fazal I. Rahimtoola, c.1.E., KT.
Dr. L. C. Jain. '
Sir Pheroze Kharegat, Cc.1.E,, I.C.8.,
Khan Bahadur M.A. Momin.

8ir Theodore Gregory,

Mr. V. Narahari Rao, c.3.1., C.LE.
Dr. V.K. R. V. Rao.

Mr. C. N. Vakil.

Fourth meeting held at Bombay on the 25th to the 30th May,

PP s w o

1946.

Sir V. T. Krishnamachari, K.c 8.1.,K.C.I E. (Chairman).
The Honourable Mr. Hossain Imam.

Sir Fazal I. Rahimtoola, c.L.E., KT.

Sir Roger Thomas, C1.E., J.P.

Sir Pheroze thsrega.t, C.LE., 1.C.S.

Mr. V. Narahari Rao, 0.S 1., C.I.E.

Mr. N. G. Abhyanker.

Dr. B. K. Madan.

Fifth wmeeting held at Javpur from the 22nd to 25th October,

1
2
3.
4.
5
6

1946.

Sir V.T. Krishnamachari, k- ¢.8.1, R.C.I.E. (Chairman).
The Honourable Mr. Hossain Imam.
Sir Roger Thomas, c.1.E., J.P.

*Sir Pheroze Kharegat, c.1.E., 1.C.8.

Mr. V. Narahari Rao, c.s.I., C.I.E.
Mr. N. G. Abhyankar,



