




























































































































































































































































































































































































































































































































































































































































































































































































qhapter x;rrr 

Administration and institutional machinery 

Administrative ma.chinery. 

The �~�d�m�i�n�i�s�~�r�a�t�i�o�n� of integrateq price policy is a highly 

technical matter. The administrative task includes the following :-

" (1) Collection and collation of statistical data .regarding 

(i)prices, �(�i�i�)�c�o�s�~� .of production, (iii)wages, (iv)cost of living, 

(v)exports and �i�m�p�o�r�~�s�,� (vi �)�~�r�k�e�t� charges, (vii )arrivals, stocks 

and despatchE;)s a n d (vlii)sales. 

(2) Determination of mlnimum and maximum prices and their 

announcement. 

(3) Purchases and sales of �a�g�r�i�c�u�l�t�u�~�l� commodities. 

(4) �C�o�~�o�r�d�l�n�a�t�i�n�g� the activities of the State Trading corpora-

-tion, Warehousing �C�o�r�p�o�r�a�t�i�~�n�s�,� state Bank and Reserve Bank and 

�c�o�-�o�p�e�~�t�i�v�e� institutions such as �c�o�-�o�p�e�r�a�t�i�v�e �. �f�~�r�m�i�n�g� socleties 

and co-operative marketing societies, relating to production and 

loan programmes �~�h�i�c�h� are ancillary and inqidental to the 

implementation of the, price policy. ,., . 

2. As the above functions are highly technical, an �i�n�d�~�p�e�n�d�e�n�t� 

machinery to impleme:Drt t.he various programmes �r�e�~� ting to the 

price policy requires to be created. The Price Sub-Committee 

recommended the �c�r�e�a�~�i�o�n� of a special machiBery for the adminis­

-tration of the price policy. It stated, "it �~�i�l�l� call for a 

carefully balanced administrative frame-work designed to ensure 

that the autonomy of dif!'erent. political units is respected and 

the action taken by each of them is effectively �~�o�-�o�r�d�i�n�a�t�e�d�.� 

Moreover, it is important to associate public opinion with the 

administration of �p�o�l�i�o�~� at appropriate stages so as to minimise 

the possibilities of corruption and favouratism and secure 



popular support for the programme." 

3. The administrative nachine:cy should be constituted on 

an all India basis, having juriediction all over the count:cy. 

It should be an indepe~dent body which should be free from 

political and ether i~luemces and should be created by a statute. 

This body should preferably be a corporation similar to the · 

Commodity Credit Corporation of the United States of America. 

The management of the Corporation should vest in a board which 
Of 

should be ~ominatea by Government for a period not less than five 
") 

years. The board should consist of Government officers,Cbairman 

of the Forward Markets Commission, representatives of the Reserve 

Bank, a representative of the state Bank, a representative of 

the Warehousing Corporations, a representative of the .Planning 

Commission, representatives of co-operative societies to represent 

the interests of agriculturists, eminent economists who have 

special knowledge of price problems and representatives of 

consumers. A comprehensive legislation like the 'Agricultural 

Produce(Development· and warehousing.)corporations Act,1956 1 needs 

to be enacted. 

4. The Minister for Food and Agriculture should be the 

'"' ex-officio Chairman of board. The day-to-day administration 
') 

should be managed by a managing director. There sheuld be an 

independent wing comsisting of experts, well trained in statis­

-tics and economics. The corp,oration should function in close 

collaboration with the Planning commission. As stated earlier, 

the Planning Commission has to fix up targets of production of 

various commodities for the ensuing year. The &argets should be 

communicated to the corporation well in advance of the sowing 

season. The corporation should fix prices of various commodities 

in a mann8r already discussed with a view to achieving the 

planned production of different commodities. The Central 



Government . should make le adequate rands to the corpora-

-tion for purchases of agricultural commodities. The funds made 

available to the corporation should be free of interest. The 

corporation should have its branches at the headquarters of each 

State. The State administrative machiner,r should be used for 

implementing various programmes in the state.s. The co-operative 

marketing societies and the multipurpose societies Should be used 

as agencies for making purchases of agricultural commodities. 

5. Thus, there should be a corporation with a jurisdiction 

extending over the whole of the country with head~uarters at 

Delhi. It should have its branches at the State level. In mandia 

and centrally situated villages, the marketing societies and the 

multipurpose societies should serve as agencies of the corporation 

to execute the programmes. The revenue authorities at village, 

taluka and district levels should be the executive authorities 
~ ' ~ for execution of the programmes. At State level, the branch 

1 
offices should co-ordinate the activities of various agencies 

I~ 
in the state in collaboration with ministr,r of Agriculture • ., . 

Storage and warehousing. 

6. we have stated that under the integrated price policy, 

Government should fix minimum. and maximum prices of the c'ommodi­

-ties and maintain prices at proper levels. We have also seen that 

maladjustment in supply and demand creates fluctuations in ~ices. 

Storage is an effective remedy for adjusting demand to supply 

and ~cushion. the fluctuations in prices. In the United states 

""" of America, prices of agricultural commodities are supported 

mainly by loans. Immediately after the harvest, the market is 

glutted and prices go down. The merchants 'purchase the commoditie1 

and hoard them to earn profits. In certain years, there are 

bumper crops and consequently, prices go down. During 'lean years, 

there are poor crops and the prices rise. As outlined in chapter 



/ 

~~~ 
III, warehousing and storage not only af'ford to the producer 

storage facilities but also give power to withhold his produce 

from the market till he gets better prices. Loans can be given 

to the ~roducer against the pledge of goods and against the 

warehouse receipt to tide over hie dif'ficulty. The loan scheme 

can be worked .out as under :-

(i) At the village level, there should be a primar,r credit 

society serving a group of' villages or a single village, as th.e 

case may be. The loan eperation should be under the crop loan 

system. The loans should be given as far as possible in kind to 

ensure proper use 0~ credit. The credit societies should supply 

agricultural re~uisites b,y obtaining them from the marketing 

societies. The credit societies shou!d induce their members to · 

take th.e produce to the marketing societies f'or sale. Where the 

members f'ail to do • so,~he societies should collect their produce 

and store•· it in their godowns and pass it on to the narketing 
The 

society for sale. {large-sized credit societies or the multi-

purpose societies should advance loans to the members against 

pledge of' their goods stored in their godowns. Tbe .members who 

take production loans f'rom co-operative credit societies should 

be compelled to sell their produce through co-operative rm.rketing 

societies. Credit and marketing should be .e1'1'ectively linked up. 

(ii) The marketing societies should ·advance loans to the 

members on the pledge of' the goods, keeping ade~uate margin 

between the guaranteed price and the am?unt actually advanced. 

(iii) The marketing secieties should arrange to market the 

produce of the members of' the agricultural societies delivered to 

them either directly by their members or through their credit 

societies. 
w J...cM, 

{iv) the credit societies and the mUltipurpose societies, wheB 
1 

~ advance loans against the pledge of' goods to their members, 



~1\.. -
1 - s~ ~ ~ ,,;:. ~.t.:... 1..-o.-.d t- ~ t;;r ppgdnction loQ:Qe aa·~afteea 'B:y the cpedit sooi9t1ee ~ 

w~ 
~ adjustM aa4 the baiance of marketing finance should be 

1 
given to the members in cash. 

(v) There should be a marketing society in each mandi. The 

credit societies working in the area of operation of the marketing 

societies should be its members. 

(vi) The marketing societies should , supply agricultural requi­

-sites such as seeds, fertilisers, manures,etc. by purchasing them 
IC~ 

in bulk to the credit societies which, in turn, should supply?to 

the members at a lower cost. 

(vii) Government should reserve expo,rt quotas to the co-operative 

societies. The co-operative societies sh.ould export only their 
. . 

members' produce. If Government undertakes the export of agricul-

-tural commodities, it shou+d purchase commodities through the 

co-operative societies.£~F ee~ e~epted. 

(viii) Gevernment should give preferential treatment in allotment 

of wagons to co-operative societies, if' they want to send the 

members' produce from, the producing areas .to the_ .consl,lming ,, cez:tres. 

(ix) The Reserve Bank should give adequate marketing finance 

to the co-operative ~rketing societies and multipurpose soc~eties 

at a low rate of interest so that in turn,the societies could 

advance loans to the producers at a lower cost. 

(x) Government should give financial assistance by way of 

loans and subsidies to co-operative marketing societies and multi­

purpose societies for const~ction of godowns. 

(xi) In big mandis and big consuming centres, the warehousing 

Corporation should establish warehouses. ~le producer should be 

given all facilities to deposit produce in the warehouses and to 

avail of credit facilities on the security of warehouse receipts. 

7. In the Secondl Five Year Plan, a comprehensive plan for 

organisation of large-sized credit societies, marketing societies 



and establishment oi' warehouses has been prepared and is 'Ullier 

BBHBi implementation. Details oi' the programme are given in 

chapter III. 

Bui'i'er stock operations. 

8. Storage and warehousing measures have their limitations, 

which are discussed elsewhere. storage postpones the consumption 

oi' surplus produce in good years but it does not solve the problem 

of disposal oi' produce. Due to bumper crops, accumulation oi' 

commodities increases. Storage instead oi' easing the situation, 

aggravates it since it adds to the supply. When such a situation 

arises, purchase 0i' agricultural commaodities by Government in the 

open market is necessary. Government J:ns to make purchases in 

the open market at the guaranteed price but this should be as 

the last resort when loan programmes i'ail to achieve the objebts 

in view. 

9. GOvernment has to release the commodities purchased 

when the prices are rising to make them available to the consu-

-mers at a lower cost. To bring down rising prices, Government 

has to import the agricultural commodities, specially ~rood­

grains i'rom i'oreign countries. The Prices Sub-Committee stated, 

11 The most ei'i'ective method oi' eni'orcing the price policy in a 

competetitive market, is i'or the State to enter into the market 

and carry out purchase and sale operations on its own account. 

The State should prevent prices i'rom i'alling below the i'loor 

level by purchasing i'reely at i'loor prices, and i'rom rising 

beyond the ceiling level by selling i'rom its bui'i'erK stocks. Its 

capacity to ini'luence the prices will oi'course depend upon the 

i'inancial resources at its command and the reserve stocks in its 

possession. 11 1. In the drai't plan, Part I oi' the Second Five Year 

Plan, it is suggested that 'Government should acquire and keep 

1. source:- Report oi' the Prices Sub-Committee - page 76 - para 
145. 



ade~uate reserves of faodgrains and important raw materials 

produced by agriculturists to provide against emergencies of short 

crops in bad years and to maintain prices profitable to peasants 

in )ears of exceptionally plentiful crops. This would maintain a 

minimum level of peasant income, stimulate production, and promote 
e.a 1. 

the welfare of both peasants and the working class in urban areas. 11 

1 
10. The fixing up of minimum price levels implies responsibili~ 

on the State to step· in and purchase all the stocks that are 

offered by the producers at the guaranteed price. Apparently, this 

would involve financial burden on the State but a close study of 

the problem reveil~ that under an integrated price policy, the 

price levels of different commodities would be fixed in such a 

way that possibilities of overyproduction are remote as the autho­

-rity is required te ~take precautions to fix prices for different 

commodities at such •levels as would strike a correct balance 

between supply and detmnd • Buffer stock opera tiona which ainiK at 

safeguarding the interests of both the producers and consumers 

is a suitable measure for implementing the integrated· price policy. 

It is mentioned in para 38 of the Basic considerations raJA ting 

to the Plan Frame included in the papers relating to the formula­

-tion of the Second Five Year Plan(pa:ge 15), "Such a ~stem of 

buffer stocks will net only serve the limited purpose of evening 

out seasonal fluctuations but would become useful and serve even 

larger purposes if the occasion arises. For example, the system 
be 

could~ut into use in case of an adverse monsoon or a sharp 
()./ 

inf'lation'ry rise in prices". 

11. The following precautions require to be taken while 

making purchases of agricultural commoditie·s. 

(i) Purchases should be made with great caution and in a 
.... 

business-like way. 

(ii) The risk should be spread over a number of commodities. 

1. source:- Draft Pian Frame-Part !-second Five Year Plan-page 2o. 



(iii) The purchases should be made from the agriculturists. 

(iv) Announcement of purchases should be made well in advance 

and the operation should start in all the centres simultaneuusuy. 

(v) a pwtBa The commodities purchase~hould be disposed of 

as early as possible to avoid deterioration in quality and quantitr. 

(vi) A price fluctuation fund 1Jhould be created to meet losses, 

if any. Government has to contribute a certain amount annually 11 

either ~ from out 
0~s gen~ral revenue or out of export duties 
1 

levied on agricultural commodities exported to the price fluctua-

·-tion fund. 
4...-

(vii) All profits .ftrned .in the business should be carried to 

the price fluctuat~on fund. ..... 

(viii) 

( im:) 

IU. 
cost of administration should ~e borne by Government. , 
Services of co-operative marketing societies should be 

~tilised for making purchases in the purchasing areas. 

(x) Ser11'ices of co-operative consumers societies and marketing 

societies should be utilised for distributing the commodities .• 

(xi) Grain should be stored in strategic centres in the producing 

areas, to avoid unnec.essary transport cost. 

(xii) Godowns aDd ~rehouses should be used for storage of 

commodities purchased in the open market. 

Institutional ma chineey. 

12. The implementation of our price policy should be considered 

in relation to the objects and the. goa~s kept before our country. 

OUrs is a democratic country but at the same time .we have not 

adopted a system of capitalism which usually obtains in a democra­

-tic sGcietr • . We have found that controlled capitalism will not 

ensure the rate of expansion of national income to meet the grov'ling 

needs of our population to raise .per capita income and to ensure 

social justice to all. The capitalist is interested in making 

profits. He will not invest his capital in basic industries wl!l!;oh 



are essential for rapid economic development but which require a 

high capital outlay and the return on which is low and problematic. 

In order to ensure a sufficiently high rate of development to 

meet the rising a:·spira. tions of a newly lib era ted nation, to ensure 

an equitable distribution of wealth and to meet out social and 

economic justice and to achieve the welfare of the masses in 

consonance with the directive principles of the constfltution, our 

country has adopted a planned economic development but .the system 

of economic planning that is adopted by India differs from the 

Russian or the Chinese model. Our nation is anxious that our 

planning should be fully democratic. It must not impinge on the 

fundamental rights and liberties of individuals. It must reduce 

the inter~erence of the State to a minimum and it must at the 

same time -prevent exploitation of man by man. Our plan must 

create conditions for the full realisation of human values like 

individual liberty, social and economic justice which we have 

cherished as our ends and which are enshrined in our constitution. 

The draft plan prepared by the Planning Commission becomes 

effective after it is debated by the people in the country. The 

Plan gives scope to private enterprise in spheres in which it can 

serve best the interest of the nation, and avoids nationalisation 

except in those fields where it is essential and inevitable. An 

effort is also made to do away with the system of physical controlsl 

to the extent possible. For the fulfilment of the Plan, we have, l 
therefore, to evolve an institutional set-up whiCh will ensure its 1 

I 
success and which will not at the same time conflict with the 

democratic ide~ls that we have placed before ourselves. 

13. co-operative societies are ideally sui~to achieve 

~objects in view. The institutional machinery should be built up 
1 essentially on the principles of co-operation to implement the 

integrated price policy which we mve advocated. In the following 



\ 
(I ~) 

) 

paragraphs, we have discussed the broad objects which co-operative 

institutions can achieve to make the integrated price poiicy a 

success. 

(i) Political democracy in the absence of economic democracy, 

has no meaning. Just as on the political side
1 

the local self 

institutions act as the cradles of democracy, on the economic 

side also, we must evolve and strengthen the economic institutions 

which have the merit of being both efficient and democratic. we 

have to build up innumerable democratic institutions at various 

levels to implement economic policr.1, of which the integrated price 
~fl-' 

policy is the part. For the achievement of the objects of aftK 
1 

integrated price policy, co-operative institutions organised by 

the people themselves, are the most suitable media. "The spe.ti.tic 

and practical task of reclaiming land, providing resources for '• 

better culti~tion and for marketing the village produce are best 

performed through coop era ti ves 11 • 1. 

(ii) Credit is most essential for increasing agricultural 

production. Under the Second Five Year Plan it is proposed to 
. I 

organise 10,400 large-sized credit societies each covering 15 to 

20 villages and to increase the membership of the credit societies 

from about 5 millions to 15 millions. The prog~mme of credit is 

for advancing Rs. 150 crores, Rs. 50 crores and Rs .' '25 · crores o:r 
' ~ 

short-term, medium-term and long!term loans respectively. Special 

attention is being paid to see that every :family in a village 

becomes a member of at least one cooperative society and that these 

:families should also become credit worthy. These societies will 

be very effective and use:rul agencies for rendering necessary 

services to the producers for raising production and for improving 

their economic position. 

(iii) Under the totalitarian system o:r planning, production 

can be adjusted with little di:f:ficulty as re~uired. This is 



The Hon. Shri.Nehru, stated 4n 28th October 1956 
at Jaunpur, 11 When we ask them to adopt cooperat!ioli, we 
are told that the Indian peasant would not like it. But 
I do not concede that our peasants are foolish enough 
to prefer poverty to prosperity by cooperation.There is 
no alternative to cooperation, because too many peo-ple 
depend on limited land. mhe misapprehensions about the 
peasents' reluctance is only in our heads. Some of us a re 
re.luctant 1 lest coopera tim1 f a rming .. should have adveyse 
effects on our election pr os pects." ; 



possible i£ we have aVcomplete control over ownership o£ lands 

which essentially cannot be compromised with our democratic ideals. 

Agriculture in this country is in the hands o£ innumerable, 

scattered and unorganised agriculbrists who cultivate tiny plot~ 

The Planning C~mmission is not in a position to get their product­

-ion programmes executed in the desired directions through these 

small resourceless holders. The price incentives will not have 

the desired e££ect on these producers to step up their production. 

Production is less responsive to the price changes. I£ the small 

holders organise themselves into £arming societies, they will not 

only have the advantage o£ large-scale £arming and o£ securing 

£inancial assistance £rom Government to raise their production but 

also they can carry ~he production programme o£ the Planning 

Commission e£~1iict-ively. They will also increase marketable surplus 

~- ~adopting bett:.er methods o£ cultivation, by use o£ better seeds, 

£ertilisers _and manures etc •• ~ 
~ 

(iv) Marketing o£ agricultural produce in India is mainly in 

the hands o£ private individuals. co-operative marketing, i£ 

developed on an e££icient basis on a large-scale, will not only 

ensure e££icient marketing but will also £acilitate the stabili-... · 

" -~ation o£ prices and secure a £air deal to the producers £or their 

produce. The marketing societies will act as suitable agencies £or 

the purchase o£ agricultural commodities on behal£ o£ Government 

when it enters into open market for making purchases o£ agricul-
'"'- c..-..t-

-tural commodities \1iiJ;MR. their prices £all below the guaranteed 
~: .. . .• 7 

· price~ The second Five Year Plan envisages a net-work o£ .marketing 

societies. The details are given in chapter III. 

(v) Our price policy should ultimately aim at increasing the 
e-. k_. 

income o£ the agriculturist. The income of the agricul·t;urist i-s-

raised by (!)reduction in the cost of production, (ii)reduction 

in the cost o£ distribution, (iii)by increase in the marketable 



In China# great progress .in agricultu~l sector 
is achieved through cooperation. Shri. P.M.Thapar stated 
11 ihe keystone of agricultural development in China,. is, / 

. however, the cooperative movement. The farmers are organis 
in three .types of cooperatives? '(!) Agricultural credit 
cooperative(2) supply and marke.ting and (3) agricultural 
~·oonera tive farms" 



training.@ 

16. Co-operation has to play a great role in regeneration of 

1\--'rural economy. The Planning Commission stated, "Economic develop­
'\ 
~ment along with democratic lines offers a vast field for the 

application of cooperation in its infinitely varying forms. Our 

socialist pattern of society i Jftplies the creation of large numbers --of decent~lised units, bot~n agriculture and in industry. These 
.. - ,.._ . '1 . 

small units can obtain the advantagef of s~e and organisation 

mainly by coming together. The character of economic development 

in India with its emphasis on social change, therefore, provides 

a · great deal of scope for the organisa tio~~ o~ co-operative acti vi-
. ' ':<. • . ., 

-ty. The building up of a co-opera~ve<jJctor as part of the scheme 

of planned development is, thus, one·f~~\ central aims of national 

policy." 1. 

17. It needs to be mentioned here that though our success dn 
~ .:J; ..L.t "t 
~cooperation during the last fifty years cannot be regarded .., 
as satisfactory, only through cooperation we can rebuild our 

rural economy in accordance with \the directive principles mentioned! 
"1J.,... . 

in our constitution. In the words of
1 

Rural Credit Survey Committee, ! 

"Co-operation has failed but it must succeed". We should not forget! 

that it is an bnerhus task to build up cooperative movement on j 
As j 

sound and proper lines.Loo-operat!ve movement is a voluntary ./ 

movement, people re~uire to be educated in principle and practic~ 

of co-operation. Enthusiastic, honest and selfless workers alone 
req._uired i 

can build up a cooperative economy .capable of yielding theLbenefit 

A new spirit needs to be built up. We can only achieve this object · 
~~ ... -:.~ 

gradually by education, pepeieiation and conviction of the high 
1 

ideals of co-operation. In the words of Shri. V. L.Mehta, it 

"Co-operation is a plant of slow growth. Needed as it is for a 

backward economy, it has to overcome handicaps imposed by 

1. source:- Second Five Year Plan - page 221 - para 1. 



,. 
n.)\;0s 

illiteracy and utter lack of powers of resistance. But what is­

even more needed is the arousing of the desire to work for commori 

tasks. Hard-working as our peasants and artisans are, the indivi.:. 

-dualistic spirit is too evident where economic matters are 

concerned. co-operation can grow only with education:this 

education will have to comprehend not only the principl~s and 

practice of Co-operation, but the cultivation of the spirit of 

working to~ether for. a common end which is the advancement of 

the welfare of all c:m which depends the welfare of each. 11 1. 

1. source:- Theoey and Practice of Co-operation in India and 
Abeoed(Vol. I) - By P~f. K.R.Kulkarni - page 37?. 


