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CONTROLS AND THEIR CONTINUANCE

1. General.—Questions regarding the need for the continusnce of economic

controls and the duration and sphere of such controls have recently been promi-

ently before the public. A general examination of these questions is attempted
in this note. :

2. We begin with an adsessment of present economie eonditions and go on to
edtimata likely trends in them in the immediate and the near future. The first
step is to examine the volume of production and the volume of goods available for
consumption. The velume of physical production is significant from two points.
of view. In the first instance, as shipping is yet scarce and the supply of moss
important commodities is comparatively short in the world.as a whole, interdal
. production in India determines to a very large extent the level of possible internal

consumption. Secondly, the volume of production has considerable influence on-
« the movements of individual pricés and of the general level of prices.

] .
8. Agricultural Production.—Tables 1 and 2 sef out of the data relating to
area under crops in Indis and the per acre yields of certain important crops,

Tases 1 _
Statement Showing Area under Cultivation in Reporting Areas in India

(Figures in (00 acrea !

Average | Avarsge | Average | Average '
Triennium [Triennjum [Triennium | Triennium | 1943-44 | 1944-45 1945.48

Cropa " ending | ending ending ending
o '1933-3& 1936.37 | 1938-40 | 1942.43
1 2 3 4 i 5 8 . 7 A 8

Total W‘m‘ 3,19,067 | 3,168,383 | 3,16,860 824,223 | .. a
*Major Cereals . 1,68,663 | 1,68,122 | 1,70,866 | 1,71,360. 1,70,0474]1,90,4721] 1,85,868t
Coreals & Pulses. | 2,37,811 | 2,34,88¢ | 2,384,627 | 240,206 | 2,561,613

Edible . .| 17,344 | 15302 18663 18003 | 18164 18,623 19,166

Non-edible . 6432 | 6,803 790 | e8| 5078 4938 463
Total .| 23776 | 22005 (26,054] 24972| 23,2400 24858 23,779
otton . .| 20447 | 21,706| 21,285 20281 | 21,08 14843 14,480
YSugarcane . | 8,200 3,082 3646 | ~ 3004 | 4234 415 3,647
. _

ource:—For Triennial averages figurea are taken from Table No, XIII of “Food Btatisties”

o of Indiur exoept those ofagnon-edjbla oil seods and cotton which have been taken from
statement No. IX. -
*Rice, Wheat, Jowar, Bajri.

{Figurce are taken from ** Food Department " statements supplied to representatives of
‘Provincial Governments at the Food Conferences.
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TaprLe 2

Statement showing triennfum average of yield for selected’ crops in reporting

_ @reas in India

{In lbs, per acre)

Triennium | Triennium | Triennium | Triennium = Trienoium

ending ending ending ‘ending " ending

1933-34 . 1938-37 1939-40 1942-43 1945.46

1 2 3 4 5 6
1. Rice . B52 806 766 731 779
2, Wheat p 607 539 871 G674 624
3. Cotton 78 91 * 89 102 1056
4. Groundnut 038 .. 868 857 - 870 709
&. Linseed . 272" 238 241 To2680 | 216
6. Sugar (raw) . 2,985 2,442 2,832 © 2,018 3,081
7, Jute . . 1,263 1,308 1,094 T 982 1,139
1)

Source.—Estimates of Area and Yield—Food Statistics of India—Agriculture Department,

" Agricultural Prodaction.—It should be noted that the dotal dereage.under
crops in the country has inereased very slowly and there is no reason to suppose
that the incresse will be' more rapid in the future. -For a short period like say,
three years, the effect of increase in production through increases in aereage mny
bé considered negligible. The per acre wyields of important crops. for which
statistics are available reveal no trend towards a general incresse in per scre
vields. Agricultural production in India fluetuates greatly {rom year to year,
These fluctuatiors are due, in the main, to the nature of the agricultural season.
During particular years in the period of wzr,-the incentive to increased production
by way of high prices was considerable: [ The incentive, perhaps, led in certain
instances $o diversion of acreage from one crop to another. But there is nothing
in the statistical data to indicate any general increase. of productive eapacity or
any special spurt in produetion in particular years. It may be that lack of neces-
sary aids to inereased production such as increased irrigation fscilities or-supply
of fertilisers was responsible for this comparatively stagnant position of agricul-
tural yields, even-in the presence of high prices. If this is true, it would mican
that any increase in"yield from sgricuiture in Indis would not follow upon any
specific price policy. It could be brought about only by active measures such as
making agriculture more secure through irrigation, improving technique, making
fertiliserg available, ete. The.Central and Provincial Governments have prepared,
programines which include a variety of such measures. It would, however be
rash to count upon the fruits of any of these programmes being evidenced in -
production statistics during the course of the next three years. IFor this short
period the physical volume of agricultural production in Indis cannot be esti-.
mated as likely t6 be higler than the average of the recent past. Of course,
i particular years, a very much higher or lower figure of production may be’
reached because of the conditions during the year, , .

. 4 Industrisl Production.—The position in relation tq. industry is different.
Industrial production in India should, in the long run, be capable of considerable
increase depending on increased capital equipment and an increased number -of
industrial workers. ‘During the war, the special incentive of war-time profits
led to some expansion of activity in most industries. This is reflected in the
figures of production of these industries and.in the increase in the labour employed ,
by these industries. However, the trend has been recently reversed and there
bax been s fall in this country, as in others, from the high rate of war-time pro--
duction. Reference to Table No. 8 will show that peak' production was reached
in most industries during 1945 or the year or two before. Production during
1946 wes lower not only than the peak but also than the. average production of
war years. Monthly figures of production of Table § bring out. the recent
downward trend. This has been due to a.number of causes, The. war-fime



“TaBL® 3

Statement showing Industridl Prodyction in Indic from 19{:’9 to 1946

P

.

.Amela‘ “‘i‘l‘:i‘?“: %ﬁ'ﬁé- g_ze:%g:: Cerent - su‘tl:(l!ll':ide_ T‘:E?:: ] ‘lg’lhu:z‘:-t Bugar Paper ‘unh‘sbrs Piglron l?;t@::tl{ ?Eﬁiﬂsgl;gd
r - ) - A . j ) - ‘. v

1080 - o o] m7ee02| 000-47 414-00 N.A. | 57028 19745 (-16417-20 [ -33910 | 1811-88 21-58 [ 1757+04 | 1015-46 | 1028-02
1040 .o oo | 1ms-as| omvees i81g-a6 | MAL ‘40910t | 398dnt | 1500860 23k mjn-xs' 22-39 | ignaii‘o 1z;q-na 116735
1M1 - e e e i_xss-ps 1087+18- 'mso-so KA. N.A, .N;A.‘.‘ 18801°10. 24261- ias;’-m .-_m»'ov | 200060 | 1380-20 | 1850-80
T ._‘1“081-59; 951-58 :tolm-?av 160845 | '581-71p4 ' mw._i: 14484+ 15 _17_768 1ann'->4a . 1;'-35 1820-70 | 1203-00] 127170 .
048 2" e L.}, ®85°79 [ 117000 | 4751+10 | 2118-2} 80,'4.-'709_' . 81924 | 12_';8707-'78 - 21640 1701-87 V1704 | 174970 | 1382-20 131;-70
1944 1 Coe ) 90510 12_6;-53 485720 2:0‘48'8 55_2-12'3 ' 2#5%1' __u‘_esi-@z, . 21085 1524'-03 17..59 1419-95 1350-19 ‘120800
1046 . -+ «|;1070-50| 120050 408534 2200°80 | 24805 21808, ‘1457.s-|;.s"17i07-.70 ’1I|us-.u 22-08 'mu-aa 1255-1;3_ 1s:7-§o
'mo E or8-87 | o0n-56 ;Ml'-ﬁi z’om-cjo. odz-;o 20251 o202-28 | 18496-20 "1434-35 . 1t | 186-01 1229;03 12%6-04

+

*Ineluding Semis but excluding Bloom, blllets And Blabs,
. . N. A~—Not avaflale. ~ ’

©, = tBelates {0 January-July 1940 only.

TRelates to April-December 1042 anly,

§Proistonal. . . ‘ .
The publication of praduction gures for Sulphurie Acld and 3ulphate of Ammonia was discontinned for some time due to extq;enolq of the ¥ar

-Sour¢e'—Econotmlo Advisor's Moo (Survey of Buslness Conditions in Tudla).



Daily average number of workers employed in Indusiries
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TanLe 4

Source.—Indian Labour Gazette

Government .
and Loeal Al other Potal
=l

1939 Porennial e e . 131,066 1,321,066 1,452,132
Seasonal . . . . 1,380 . 295,049 208,420
Torar . 182,448 1,616,115 1,748,561
Peroentage . . .- . 160-0
1040 Perennial . e e e 168,125 1,870,896 1,548,021
Seasonal . ... 1,038 295,369 208,407
Torar . | 160,163 1,675,266 . 1,844,428
Peorcentage . . . . . . 105-5
1941 Perennial . 219,288 1,630,848 1,850,081
Seasonsl . A 853 305,443 306,206
Torar .- 220,086 | . 1,936,201 2,156,377
Percentage . . S s 123-3
1942 Perennial e e e e 299,184 1,681,812 1,880,996
Seasonal e e e a 545 300,022 300,561
Torar . 299,729 1,081,834 2,261,563
Petoontnge‘ .. .. .. . - 130-5
1943 Perennial . e« . .| - sssEm 1,782,551 2,137,822
Beasonal . e e 507 207,883 [ . 298,300
' Torar . 358,878 2,080,434 | 2,436,812
Percentage e e e . . .. 130-3
1944 Perennial . « T e e 410,951 1,804,820 2,224,171
Seazonal . . | 484 204,006 206,480
' Torar .| 4 420,485 2,099,516 2,520,261 -
Porcentage s e e e .. . 144°1
1045 Perennial Ce e 450,842 [ 1,909,000 | 2,306,242 .
Sessonal . L. a7 28,064 276,735
Torar . 457,013 2,185,084 | - 2,642,077
Porcentage P | .- 151-1

.
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Source.—Heonomic Advlser's Office

Tabrh 5
Industrial Production in Indig

Mat-

Stesl

L Jute Sul- Sul- ) Pig Finished | Cotton
Article manu- | Coment | phurio | phateaof] Wheat Sugar Paper ches Iron ingots Steel* [piece goods
facture - Acid | Ammo- Hour
nia
Unit Tona Tons | Cwis. Tons Mda, Cwta, Cwta, Grosa Tons Tons Tons Pounds
{-(000) | (ooo) | (ooD) {000) (000) {000) | Million | (000) {000 ) (000) Million
1 2 3 4 5 8 7 8 9 10 1 12 13
19456— -
January . . 90-0 | 179-3| 41-75 1741 P17 28 8 122-32 1-37 91-a9 103-23 108-81 109-35
February . ~| -78-0{ 173-8| 383-0 1562 10684 47 | .108-74 1.36 180-67 01.94 p5- 88 81°45
March . . . 856 | 200-0| d44-44 1658 | 1687-50 102 141-85 1-68 114-14 105- 54 117-83 103-86
April . 83-6| 179-2| 31-51 1785 | 1307-97 400 13070 1-53 106- 28 07.97 107-80 96- 56
sy . . 88-7[ 186-1| 36-83 2085 | 1236-73 3008 145- 80 1-63 117-87 11003 118-17 100-31
June . . 91-8|( 183-3| 33-57 1868 | 1389716 5308 141-11 1-64 115:08 97:81 9987 100- 54
July . . . 869 | 181-0| 24-25 2266 | 117378 4566 150-68 1-24 121-70 08-97 107- 92 96 66
Auguat . . 84:0| 186-1| 19-23 1651 | 1047-26 07 146.48 1-63 120-90 106- 41 115-78 08-72
September . : 90-4 | 189-8| 25-18 1727 802- 05 as8-7 120- 97 1-69 119-79 109-88 104-83 110-91
Ooctober . £3-5.| 154-8| 47.98 1421 | 1324-92 102-2 13912 154 126-79 116-86 124-05 1156-78
November | .| 1w01-1] 185 4818 1901 | 1359-41 400-2 125-54 1:63 | - 118-14 104-98 108-34 80-46
mzeeember . . 96-8 | 102-1| &5-53.| 2306 | 1263-50 3096-9 147-13 1-87 89-70 121-86 100- 47 99-20
January | . | 110-6{ 153-1] 4581 636 | 1242-99 5305-6 | - 149-72 2-08 93-82 115-22 122-38 0822
February . . 97-9] 184-8) 5775 1888 | 1203-99 45635 123-40 | 1-82 126-61 104-26 107-98 | 83-02
arch . . . 8641 180-6| 52-17 1845 | 1205-00 2840-7 1606 1-94 141:8 116-4 166+12 8-43
April . . .| sp-201{ 153-00 ] 30-72 1803 983 04 627-1 |  122-00 1-84 138-17 115-72 105- 25 929
May . .| 104-86 ] 188-2| 42-86 1715 813-63 56-8 | " 135-51 1-40 01-10 110- 20 108- 89 83-3
June . S| 93-16| 169-8 | 46-53 1438 621-69 02 102-67 1-13 122-15 109-49 | 09+07 81-9
July . . .| vo-62] 186-9| 43-30 2274 451-67 07 108- 51 1-43 124- 00 102-79 10595 78-8
August . .| 76-68{ 171-1| 41-00 1657 42444 2.2 10746 .. 100- 98 9250 89-85 80:5
September . .| 84-18] 1719-5{ 55-72 1326 516-22 1-7 123-36 .. 8677 85-11 79-20| . 75-3
October .| 8474 101-8| 5871 2003 549-51 27-1 14940 . 93-65 88-55 84-95 43
November . J| s3-e0] 188-9] 59-03 1830 62934 .. 150- 91 108- 34 05-43 8008 7-4
+ December. . .| 81-832| 1:65-9| 5850 2035 | '590-71 ‘e 132-72 103-14 05-35 B8- 51 ..

* Including semis but excluding blooms, billets and slabs,
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relaxation of certain labour laws is no longer legal. The necessity of changing
over, in some instances, from war-time production to peace-time production has
meant a loss of time and efficiency. There have alsp been a reduction in the
hours of work of factory labour and general unsettled conditions in many centres
of industry in the country. . : ‘ . 7 , -
.~ 5. Importance of Coal Supplies.—In connection with the gencral level of
industrial production, considerable emphasis must be laid on the part played by
the supply of power. Power for the major part of India means coal andl the
trend in coal raisings and despatches in recent months does not augur well for
industrial produetion in the pear future. Table No. 8 shows monthly risings
and despatches in 1945 and 1946. The figures of the last guarter of 1946 ax
compared with those for the last quarter 1945 show & great fall. 'The trend
during the first quarter of 1947 is not reported to-be reassuring. Already in some
industries short time or partial suspension of productive equipment has heen
reported and if supplies do not improve, the efficiency of a'large number of units
may be affected. .- An adequate supply of coal affects, in the first instance, ihe
capacity of the railways themselves to move goods, -including cosl. It affeots, in
& large number of instances, the capacity of power supply stations*
where eleetricity is generated by means of coal, and it directly affects the capaeity .
to produce, of all the major industries, steel, cotton, jute, cement, ete. The
shortnge of coal supply is perhaps due both to shortage In raisings and difficulty
in transport. . The first is 8 problem of the coal industry and the second of rail-
way administration. Whether the difficulty pertains to the one or tha other or
to both, unless coal raisings and cosl.supply to industries incresse, any increase
in industrial production is impossible to contemplate. On the other hand, if they
decrense further, ag they are reported to have decreaseq recently, it would not

be possible to use to the full even the present capacity of industiial equipment
and labour, ' ' : .

. " Tasrx 6 -
Bource.—Fconomic Adviser’s Office

Coal raising in - Coaland oocke -
British India loadrd on class

Pe!:ibd in (000) tons. I Railway
wagons in (000)
- tons.
1945— , C

January . . ., .. . . 2157 ’ 91
Fabruary . - - . . - . . . 2262 . 86
Mar::'.h . . . . . . g . 2529 87
April P . . . - . . . . 2202 . 87
May e - . . . . . . 2253 i 949
June . e . . . . . .o ‘2035 92
July . ., . L LI L e 1860 .02

August . . . . . . 1988 94
September . . . . . . . 2287 94
October: .- 4 s . . . 2344 103
govsml?er . . . . . e . . " 1966 96

ecember . . . . . . . . .

1906 r | . 2145‘ 3
- Jonuary S T 2 1. 102 -
February . . . .. . . . . . 2832 . 97
Msrch . . . ., ... 0 [ 2528 100
April . . . . . . 0 0 1 U . s 104
ay . e e . P . . . 2218 101 -
June . . . . . . . . ‘. . - 2016 99
July ) e e e e 1869 a5
August , . . . . . . . . . 2244 - 91
Boptember . . . . .. . R 2324 83’
gmﬁgu . . : . ©o2040 . 96
December . : 2004 ot

2084 . lod

‘® TPable No, 7,
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TavLE 7
Eh:t'rtrt'cal Energy gdnem‘ﬁed and consumed in British India (in million units).

Sourcs.—Eronomic Adviser's Offico

; _ Period : Generated Sold
' < o (1) {1n)
1945~ -
January P e e e e e 2054 243-0'.
February . . . . . . . . . 266-8 231- I
March . . . ... . e 304-8 251+ 2
aprit . L L L 2929 | 249-1
Moy S e 308-0 256-1
Jume .. ... ... L. gome 258- 5
July S 1T 2508
Augist . . L. ... L. 302-3 253-2
September . . . . . . . . . 2007 255-7
October ., | . . . ..ot 303-0° 2564
Novembor . . - . . . . . . . 239 241-8
December -, .. . L . . . ... 206-9 248-1
a— '
Jhavary .o . . . . ... 3031 251-5
Febiuary . . .+ . . . . . . . 2153 225-3
o Mareh . . . . . 202.0 © . 2428
Aprl . . . . .. L ... 31 247-4
Moy “. -0 . . e S . - 3008 2513
Jwme . . . . . o e e e . 2841 . 260-¢
July . .. i ... s 0 248
August . . . . . .o s . 238-4
CSeptember . . . . . . .. . 279-8 - 2394
October -+ % . i ..l . .. 280-3 2333
November. v . . 4 . . . . .o 2804 " 260
Decomber . . . . - o . e . 2860 2387

6. Industzial Production & Labour~Tn considering the future of industrial

" prodpetion, something must 8lso be said regarding the outlook relating to Iasbour.

The last year has been full of strikes abd labour disputes. In general, disputes
have arisen because of the increase in the cost of living and the demand on the
psrt of labour for a commensurate,increase in wages. As long ag the cost of liv-
ing eontinues to increase, incessant demands for increasing wages will be: made by

‘labour and it will not ba possible to resist these demands.. During times of war,.

]
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when an expanding profit margin was not seriously cut into by increased deamess
allowances or wages, the manufacturers could meet the demands of labour
without too much delay or reluctance. 1In present circumstances, costs are
beginning to catch up with prices and the profit margin is no longer an expanding
one. Therefore, management in industry would neither be equally willing nor
able to meet the demands of labour. As long as the rise in the cost of living is
not stayed, we may expect a worsening of the relations between management
and Iabour and continuous interruptions in production. - :

7. Increase In Industria] Capacity.—It is difficult to speak with confidence
regarding future levels of produection. Industrial production during the next
twelve months is not likely to exceed the average level for the last two years. It
would, indeed, be fortunate if it was possible to aitain that average level. Sub-
gequently, productive capacity may be increased by imports of capacity goods.
The extent of this is highly uncertain. But the prospects of uotaining consider-
able supplies of capital in the immediate future are not as Lright today as they
were thought to be some months ago. Moreover, prduction does not ordinarily
start immediately on the -import of capital goods. Bome time is required for
setting up the plant, recruiting and training labour, ete. This time-lag differs
from industry to industry. Moreover, in most of the major industries no signi-
ficant addition to total annual production is expected because of the establish-
ment of new units or the expansion of older ones during the next twe or three
years. In this connection, it needs to be emphssized that during the war years,
there bas been a considerable amount of wear and tear of capital equipment,
which it was not possible immediately to repair. Boms of the imports of new
capital goods will be required to fill this gap. They will go towards maintaining
or bringing up to the pre-war level eapiial equipment of major industries and the
net addition can be presumed to begin only after this leeway has been made up.

€. Supplies of Consumers’ Goods.—We may next turn our sttention to the
availability in the near future of certain essential consumers’ and producers’
goods within the country. Table No. 8 gives estimates that have been made by
Government departments regarding quantities of certain goods . available for
consumption in India. They give the general background for the detailed dis-
cussion below. They show that hy 1945.46 the quantities available for civil con-
sumption had, in most cases, reached a level much below the 1938-39 level. The
position for the year 1947 and the succeeding years is estimated in detail below
for the most important commodities. The estimates are based on the most
recent advices from the departments concerned. -
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Quantity available for civil consumption in India

1940-41

1841-42

{million 1ba.) -

s

Commodity Unit 1038-30 | 1039-40 104245 | 194344 | 104445 | 1945.46 | 1048.47
Rice . . . .|{(000tons) 24,092 | 28403 | 22422 2s02| ssce2 | 20560 | * 2018 -25,321 .
Whest . . . . Do. o260| sase| 9397 | 8303 8514 | o501 | 9,004 s,oso'_ .
Other cereals® . . o De. st | 1,057 1a0es | 12005 13789 | 13434 12202 N.a | ..
Sugar .. . . .| Do oost| 1466|1100 778 geo| 11 850 gis | ..
Tea} . . (million Ibe.) 104 127 120 o1 25 180 32| . A .
Cotton Piece-goodsy (millonyords) . 6,22 | 5907| 5403| 6205 sa2{ sas| soee| 52| s
Tron and Steel} .\ | (000 tons) . 1,062 866 423 672 806 81| sae
Coment , . . .| Do 1406 | 813 603 [ 210 808 778 1,075
Paper and Pasteboard . | (000 owta.) son| amee|  szso| zser|  nae | nwe0 | nem|  zaa|
\ Rerosene . . . | (million gals) 2280|288 2160 1028| wes p4-0 | 1045 | 137.2| ..
Woollen Manufactures {mill) . 18-0t 46 58 2.8 0:8 33 g6l .

*Jowar, Bajra, Maize and Bnrley
1Pre-war consurnption.
Refers to oalendar ym—-mss 39 means 1938 and 50 on.

. A~Not available.
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The harvests during 1946-47 were better than those during 1945-46 and were
up to the average of the five previous years. Even sp, the total supply of food-
grains was short and the mtion in Tudix has had to be maintained at-the 12 oz.

level. ° - .

Foodgrains.—Estimates .of total production of foadgrains in the country and,
of total supplies available show very large variations from year to year. . How-
ever, there is no evidence that the estimated surpluses of years of specislly good
production are fully carried over so a2s to inerense the supplies of the Iater defieit
years. It would be deceptive to base expectations relating to the future on
estimates of over-all supplies ot surpluses. The surpluses that are to be depend-
ed on are the surpluses that reach Government. From these it has to meet: the-
requirements of deficit areas and other central responsibilities. The total needs
of defence services and of all areas, including deficit provinces and states for
which the Central Government has to assume responsibility are estimated during
the year 1047-48 at 4748 thousand tons. These have to be met by surpluses
within the country and imports from outside.  Surpluses within' the country -
have shown a steady downward trend during the last three years. This may be
due either to difficulties of procurement or to exhaustion of stocks held by pro-
ducers and fraders throughout the surplus areas. The internal surplus during.
‘1047 is not expected to be more than a total of 700 thoussnd tons. Imports
must, therefors, smount to nearly 4000 thousand tons to close the gap. The
total imports during the year 1946-47 were only 2634 thousand tons. The total
rice availability during the next six months is not expected to be more than 200
thousand tons and for the year 1947-48 the total is caleulated st about. 700
thousand tons. The whest figure is still undecided. Including the import of -
course graing, it is not expected that during 1947.48 the total imports will be
above 2000 thousand tons, which is eonsiderably short of requirements, - -

" The above requirements have been calculated on the basis of a 12 oz. ration.
If the ration is restored to the 16 oz. level, an additiondl supply of between 1500
and 2000 thousand tong will be required. The requirements for 1947 (4748
thousand tons) have been caleulated on the basis of opening stocks and estimated
loesl procurement in deficit areas for the year. It is unlikely that the stock
position will improve during this year. It might, In the light of the expected
lurge gap in imports, deteriorate to some extent. Thus, with an average season
. not better than that ®f 1946-47 the tofal requirements in 1948-49, to be met by
imports and surpluses, may be placed round about 6500 thousand tons, at a .
ration of 16-0zs. This eould be attained oniy by aninternal surplus of befween
1500 and 2000 thousand tons and imports above the 4500 thousand level. Both*
these targets will be very difficult to attain in the near future. Internal asur- .
pluses do not show any tendency to inerease and large surpluses of food supplies
in other countries are also not expected to develop)before 1950. Therefore, all
that Government can expect to do is, for the next 12 months, to earry on with-
cut being forced to reduce the ration to less than 12 ounces and for the two years
_ subsequently, to try and build up stocks so that the extremely difficult position
-experienced during the last two or three years does not again emerge and, if the
seasons are propitious, also to malke some progress towards the 16 oz. ration le‘el.

9. Oloth.—The quantities of cloth produced in India during 1945 were (in
millions of yards} 4688 mill made and 1535 handloom. and during 1946, 4003
mill made and 1291 handloom. It has been offically estimated that during
1947 if there is no' considerable disloeation of production because of strikes,
riots, ete., and the three shift Scheme works well, a total production -of 4100
mill made and 1300 handloom may be reached. The quantities of imported
cloth were negligible in 1945 and 1946 and are not expected to be more than
20 million yards in 1947. Defence requirements have decreaged from 575 in |
1945 to only 20 in 1947. Exports were 600 million ysrds in 1945 and are
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estimated to decrease to 800 million yards for 1947, The estimates of quanti-
tiés available for consumption were 124 yards per heud in 1945 and 11} yards
per héad in 1946. The best estimate for 1947 js that o total availability of 12
vards per head may be resched. Regardnig the year 1848, an optimistic esti-
mute is that productive capacity of the mduat.rimull be inereased by about 2
per cent because of the importation of new machinery. No very large increase

in imports raay be expected and the level of exports can bardly be lower than
that estimated for 1947. An informed estimate puts both mill and handloom
production in 1948 at about & maximum of 5600 million yards: This is only
a little nbove the 1947 level and a considerable way behind that necessary . to
attain the per head average consumption of pre-war years which was 153 ‘yards.
It is not likely that the pre-war per head figure will be rewched even in 1949.

10. Sugar.—The average sugar production in India on the eve of the war
was about 11 lakh tons per year. As both imports and exports were negligible,
this may also be taken to be the figure of the total amount then available for

_consumption. Production rose (lurmg the early years of war and reached the
peak level of 12} lakh tons in 1943-44. In 1944-45 it, however, fell considerably
below the pre-war average. In 1948-47 it reached an even jower point and now
stands at about 20 per cent. below the pre-war average. Defence requirements
which at one tjme were high have now fallen to 20, 000 tons and exports remain
at 20,000 tons. The minimum internul demand is ealeulated at 9-63 lakh tons.
This year it will not be possible to meet thie demand fully even with imports
of about 80,000 tons from abroad. Production during the year 1947-48 caunot
" be estimated with any confidence because of the uncertainty regarding the reac-
. tion to the 40 per cent, increase made last yoar In sugarcane prices. It that in-
crease leads to a rapid re-diversion of land to sugarcane, the pre-war average of
11 lakh tons may be reached within & year or two. Plans have been made for
expanding the production of sugar within the country but it is not expected thut
, new meachinery -will arrive before 1948. The total availability of sugsr for cou-
sureption may be expected definitely to remain below the prewar figure of 11
Jakh tons for the year 1847-48. Making an allowance for the increase in popula-
tion: within - the” decade, this will mean much less than the average -per head
prewar consumptlon in India, at leasf. till the end of 1948. _

11, Gur.—The supply of sugar-must be oonmdered together with that of
gur. During the current year gur pwducblon is also estimated to have been
20 per cent. below the prewar average. It is not certain- whether the rise in
the prices of sugareane will lead to the same ineresase in the production of gur
as is expected to come about in that of sugar. It hes been allegeq that. one
of the reasons for the fall in the production of sugar during the last two or
thrae years haus been the diversion of sugarcane from sugar mills to gur making.
This bkas been due to control over prices of gur not hemg as effective and as
stringent us over prices of sugar. The recent increase in the prices paid- for
sugarcane by sugar mills may lead to more sugarcane being sold to mills. It
is mnot, therefore, certain that the overall production of gur during the coming
yaors 'will increase n& much as the production of sugar. It may so- increase
only. if prices of gur are left completely uncontrolled and further large diversion
from food and other crops to sugarcane is permitted. On the whole, ‘s con-
tinued short supply of gur over large areas may bé expected during 1947.48,

12. Vegetable Oil and Oﬂseedﬂ.—Vegatable 'oi] is also an important item of
common consumption in India. It is, however, not possible to make with ease
4 quantitative estimate of supplies of oilseeds and oil in the country in the
- same way as those presented for other. important consumption goods. The
“production of oilseeds has suffered some decline during the. pericd of the war.

. The decline in ares unMer cotton must also be considered as diminishing cilseed
, sunplies because of the diminished production’ of cotton seeds. On. the other
" hand, the proportxon of oilseeds exported out of India in the prewar period was
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large. Exports have declined sharply during the war and are even today kept
at a comparatively low figure. The net quantity retained in India for consump-
tion may thus not be short of the prewar average figure. However, for ascer-
taining the amount of vegetable oil available for consumption, certain other
aiiowances have to be made. There is a large intermnal demand, which has
grown during war years, for oilseeds from industries of various kinds. In
recent years, the expansion in the production of Vanaspathi in the country has
also been phenomenal and Vanaspathi factories have taken up a considerable
portion of the total oilseeds crop retained within the country. Vanaspathi musb
be considered as a substitute not for vegetable oil but chiefly for ghee. Large
classes of consumers whose consumption of ghee has always been negligible and
whose consumption of fat was «chiefly in the form of vegetable oil would not
today comsume any Vanaspathi. This is specially true of the rural areas. In
assessing the availability of vegetable oil for rural aress, the demand from the
manufacturers of Vanaspathi must be considered ag a deduction from savailabie
supply. It is difficult to express all these factors in quantitative terms and
prepare comparable estimates. However, the various statements made above
indicate that there is likely to be a continuing scarcity of the supply of vegetable

oil available to the poor Indian consumer. ' .

13. Oil Cake position.—The supply of oilseeds also affects the supply of oil
cake. This is used by the Indian agriculturist both as manure and as cattle
feed. The expansion of Vanaspathi manufacture in the country has resulfed
in an increase in the internal supply of oil cake. However, the supply of
cattle feed has been curtailed in some other directions in recent years. The
diminution in the production of -cotton seed bas affected adversely the cattle
feed position in particular. The importance of oil eake to the agriculturist has
also inereased on account of the scarcity of imported artificial fertilisers during
these years and oil cake is now being used fo & much larger extent than before
the war for fertiliging crops such as sugareane. Even the increased supply of
oil cake is, therefore, inadequate to rheet present Indian demand. The inade-
quacy of supplies of fodder and feed are additional veasons for preventing
diversion of land from crops like cereals, pulses and oilseeds to cotton, tobacco
and sugarcane. The bulk of the fodder is provided as a by-product of the
cultivation of cereal grains, and supplementary cattle feed is to a large extent
supplied by pulses and oil cake. Any diminution in the output of these would .
affect Indian agriculfural economy vitally.

14. Puel and Lighting.—Kerosene, firewood and charcoal are other essential
consumers’ goeds of universal importance. The imports of kerosene could,
perhaps, be increased substantially within a short period. The effective increase
of kerosene supplies within the country would, however, depend on the efficiency
of transport agencies. Lack of sdequate transport facilities is expected to limit
effective supplies for & year or two. Liftle quantitative information is available
regarding the supplies of firewood and charcoal. Conditions of short supply
have been reported from a number of provinces and it has glso been said
that reserves of forests ete. have been heavily drawn upon recently and continue
to be used recklessly. 1f this is true, the problem of supplies of firewood and
charcoal may become specially urgent during the pext three years.” Nothing
definite ean, however, be ssid for want of data. '

15. Supplies of producer goods.—A number of important producer goods seem
to be in as short supply as the essential goods required by consumers. Refe-
rence may be made in fhis connection to the Resources Budget contained in an
appendix to the report of the Advisory Planning Béard. The supply position in
relation to coal, steel, tfimber, cement and bricks is examined in this budget. It
is pointed out that the gap beween the demand for coal and pithead production
would in any event be significant in the near future and that the gap between
demand and the amount which is actually being moved from the eollieries would
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be decidedly larger. This gap has serious repercussions on the iron and steel
industry and to a lesser extent on the ceinent industry, peither of which can
work to full capacity through lack of the right quantity and quality of coal.
This, in turn, must necessarily have s retirding effect on the whole development
progeamme.  The position in relation to the steel industry is described as follows
L toe sppendix. I the most favourable-circumstunces which are not likely
to materialise, the supply mmght approximute to the demand but the actunl
probubility is that there will be an annual deficit runging from half a million fons
upwards during the next three years. The only possible way to meet this gap
is by imports. But here too, the immediate prospeets are not very bright.”
The conclusion' resched as a result of the examination of these and other
shortages is, '‘in view of probable shortages controlied allocations of coal to
steel and possibly cement will be required for the next few years. To do this
Jpiecemesl is unsatisfactory. A Priority Board sppears to be required to make
allocations, at any rate of coal and steel, in accordence with an integrated plan.
Allocations of all basic commodities required for constructional work must be
linked up with one another and be made in the light of the whole development
of the economic life of the country.’’ It is reported that the position has
changed a little for the worse since the Planning Committee prepared its budget.

16. This brief examination of the availability of supplies of important consu-
mers’ and producers’ goods shows that in most cases the per head supplies
available this year are distinetly below the prewar aversge and are likely to
remain below this level for some time in a large number of instances. '

17. Recent Price Increase and the supply of Money.—Adfter a consideration
of the production and supply of goods, it is natural to turn to their prices. It s
necessary to consider prices today because during the last few months a fresh
upward spurt of prices has attracted attention. This spurt upwards is obviously
nob due to any further injection of notes into circulation. The main reason of
‘the inflationary movement during the war, the continuous issue of additional
currency, has now ceased fo operate. However, the cessation of additions to
currency is not enough to put a stop to a rise of prices in India. because the
total expansion of note issue is already proportionately very high. The total
notes in circulation in February 1947 were 1234-53 crores rupees as against the
circulation of notes in August 1939 of 170-29 crores rupees. The demand liabilities
of scheduled banks incressed correspondingly from 185.50 crores rupees to
712-37 crores rupees. The total incresse.of the amount of money available is, |
therefore, sufficient not only to keep up the present level of prices but also to
support and bring about further inflationary movements if these are set in motion
und continued by other forces.

B N. B.—It should be noticed that the upwsard movement in prices is not yet clearly
vigible in the statistical data. The index number of wholesale prices prepared by
the Economic Adviser shows no gensral movement during 19468. There is, however, a
marked movement in one of the groups of commodities in the -series viz, Agricultural
Commoditics, The index no. for this group stood at 278'6—Deo. 1945 : 204'3—April 1946 :
303:5—August 1946 and 326'0—Deo. 1946. Many geries of cost of living indexes also register an
increass during 1946, Neither the pace not the timing of those increases are uniform. The
following table is representative of the available information :—

Dec. April August Dec.

1945 1946 1946 1946

Bombay . | . . PR . . 242 - 248 267 279
Abmednbad . . . . . . 205 199 217 218
Nagpur . . . . . . . 272 279 291 202
Patna . . . P . . . 305 333 .363 307
Jamshodpur .. . . . 373 328 389 a7z
adras = . . . . . . 224 228 237 240

* Cawnpore . . B .. N 0 310 308 346 348
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18. Factors influencing recent Price Increases.—It is clear that the upward
movement that has been noticed recently is not a result of mounetary forces and
has not been initinted by them. It is, of course, difficult fo judge how it may
have onginated, It seems in the main fo be due to two factors. In the first
instance during the last 12 months large classes of people in official, semi-official
#nd non-official employment have clamoured for and  obtained substantial in-
creases in their money incomes. Similarly many groups of wage earners. in,
industrial cities have been able to obtain. increased wages. It has also’ been
reported that increases in the wages of ngricultural labour hove been specially
large during the last 12 to 18 months. All this has led to an increuse in the
_total money incomes available in the hands of eonsumers 'in the country. The
effort of these potential consumers to obtain consumers’ goods muy have contl -
buted to an upward movemant .

There, is no doubt, ‘however, that another fictor has been materially respon-
slble for this movement. This has been the failure of Central and Provincial
Governments to define a price policy.and to keep to it. There havé been breaks
in the system of controls or exceptions have been made. Jute was one of the
first to be released from control. Bugarcane prices were allowed to be inereased
jn Bihar and U.P. snd there was a temporary suspension of gur control in
Bombay. Oilseed prices had thrqugh most-years of war been kept in check
because of the difficulty of exports and because the buying for export bad been
-concenfrated in a few bands, During recent months, & hesitant policy on the
purt of Central and Provincial Governments has led to the giving up of all direct
attempt to control oilseeds’ prices and to an increase in them. It has also beru
claimed by some industrialists that interruptions in coal supply have increased
their overheads and genersl costs and justify a consequential increase in their
prices. - It is thus a conjunction of circumstances, partly physical shortages and

. the difficulties of the transport system, partly the-inerease in money incomes of -
certain sections. of salary earners and wage earners and partly the relaxation in
specific direetions by Governments of controls and the talls of relaxation of otlier .
controls by particular members of Governments—all these seem to have led *0
and fo be maintaining a definité upward movement of pnces

+

19. Likelihood of contimiuance of Price Increa.ses.—l'ﬁ is perhaps too early to
sny how strong the present inflationary movement is and whether it will, .in a
short time, have spent its force without any, deliberate external check. Many
factors would suggest that it is too optimistic to bope for the upward movement
reackirg on end of its own accord. The demand for salary and wage increases .
hag not died down and within the next few months a new movement for gene-
ral incrense in wuges of employees of Government may be expected following
the publication of the Central Pay Commission’s report. The recommenda-
tions of this Commission will affect not only sll employees of the Central Gov-
ernmient but must in turn influence the payment-of salaries to, employees of
ali_official and semi-official agencies in Provincial Governments,- local bodies
and elsewhere. We may, thus, witness a considerable increase in the money
incomes of & large number of people and naturally in money outlays made by
theru,

We have already noted the fact that.the position relating to’ the .supply of
consumers’ essential requirements is not satisfactory and ' that an increased -
demand for them at this time must lead to 8 tendency to inereased prices.
The general situation regarding producers oods has”also been observed to be
.stroined so that considerable resources in the hands of capitalists will he left
unoccupied instead of being used up in investmenf outlays as they would have -
+been if new projects could have been set up qmckly
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The total volume of production has also an important direct relation with
the general level of prices. According to the elementary formulation of the
quunuty theory of money the factors that determine the price level are the
quantity of money, the vcloeity of circnlation of money and the total amount
of trading that is done. Apart from speculstive trding, the volume of trans-
-actions in & country i ielated closely 10 the volume of production within it.
1t is in connection with this relation or with some vugue idea in the back-
ground of these relations that a number of peopls huve often advoeated that
the real romedy against inflavion or an inflationary situatiou is to incresse pro-
duction, . Increased production may no doubt check prices, if it is significant
in relatior to the increase in the money in circulation or its veloeity. We have
seen that in the immediate future in Indiz no considerable increase i either
agricultural or indusirial production may be expected. It is necessary on
every account to keep up and increase present levels of productiop but it is

futil: to expect that any effort in -this @rection will be able to check dn infla-
ticnary movement. .

Moresver, & movement towards inflation is iteelf yecdgnised to have a
deterrent effect orl produetion activity. A rapid incréase in production, if this
is poss:ble, mauy no doubt check a small and weak inflationary movement.
But the existence of an inflationary niovement itself discourages expansion of
produciive activity., Progressive infletion puts a premxium on hoardmg and fhe
same tendency is forfified -if traders and producers expect that commodities
now under control would scon be decontrolled. ThHe immediate effect of de-
centrol lhas generally been the uttuinment of a higher level.of pricag than
before, Therefore, if de-control is expected, producers will not market all
their supplies but wait, as far as poseible, -for .the removal of control. It is
likely thnt the present tendency towards & rixe of prices coupled with the
general talk aud oxpectation of de-conwrol will lead to effective supply of
commodities to consumers being even less than the total physical supplies. It
is, of course, difficult to say whether the existing inflationnry tvend will conti-

" nue or not. 'The presumption is thai it will continue for some time und that

it esrly and adequate steps to check it are not undertuken, it musy even reach
alarming dimensions, . . .

20. Another factor of some importance in' the neur future is.the likelihood
_of " occasional breakdowns in sdministrative and trunsport niachinery in various
arens in the country. Wherever such & breakdown oceurs, it has the effect of,
at least temporarily, suspending productive nctivily in the area, of destroying,
.in most instances, on a smsll or a large seale, stocks of supplies of all kinds
- and of dislocating the normal plan.of movements of supplies. Thus these
breukdowns intensify the situation of short supply and tend to push up, at
loast teraporatily, the prices of necessities very high in the affected regions.

21. Influence of the Future Level of External Prices.—We may now pass

“-on to & consideration of the international situation in so far ag it affects the
level of prices in India. At present thers is & general scarcity of commodities
in the world. The pressure on supplies in all countries.has led to =a general
upward movement of prices, especially where controls have.been relaxed; the
movement has. been specislly marked in the U.S.A. As long ‘a8 presens
scarcities last, there is little likelihood of internutional competition exercising
a dewnward pressure. on Ipdinn prices. As.production ig resumed and brought
to normality all over the world and as the pressure on supplies for relief and
rehotilitation of countries devastated during = the - war lessens, the world
commodity supply position will be very much, ensier. When this happens.
;-the -price level-in the international markets will begin to influence the internal
price level in India. India hes now hecome a ‘member of the Internntional
Monetary Fund, It is aleo expécted shortly to subscribe to some Borb of agree-

' “tnant relating’ £ on international trade organisation. Both. these will reduce
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India’s power to maintain artificially u difference between internsl and exter-
naol prices. As s member of the International Monetary Fund, India will not.
be able to depreciate ity exchange rate by more than 10 per ceut. without.
obtaining permission froin the Fund. When India subseribes to the Inter-
national Trade Organisation, it will probably undertake to keep down the level
of protection and not introduee any sudden or substantinl -measures of protec-
tive or prohibitive charucter without informming the International Trade Orga-
pisation. As s result, the Indian economy of the future must learn to adjusty
itself t the general equilibriuin [evel in the world and the internal price lcvel
in India must then be hrought into ultimate adjustment with the international
price level. .

22. It is at present difficult to say at what level international prices will be
ultimately stabilised us compared with prices during the pre-war pericd.
Estimates in this connection are bound to be hazardous at thig juncture. The
genergel 1novement of prices during the post-wur period hag been more strougly
upwnids than has been judged likely at the end of the war und the upward
thrust does not seem to have spent its foree as yet. Evea so, it is not likely
that the general level would be stabilised at more than double the pre-war level
and it also appears unlikely that it will be stabilised at lesz than 50 per cent.’
ahuve that level. Ultimately, ‘that is, say within three years’ time, or by about
1950, the Indian price level may have to slign itself with the international price
level 5o that this does not exert too great s deflationary -force on Indian
economy. If, even by 1950 the Indian price level is seriously out of step with
the price level in the world, Indian international trade is bound to suffer
severely. .

25. Plang for Development and Controls.—Attention has so far been con-
eentiuted on the economuc situation during the next twelve months and during
the transition period of two or three years. The general plan of economio
development and the methods adopted for its achievement also necessitate
centrols. The intentions of Government, Provincisl and Central, as evidenced
by their post-war plans and policies, suggest a continuance and strengthening
of control regimes. To point only to a few salient features, the announce-
ment by the Government of India relating to Indusirial policy refers to a con-
trol of the location of industry end the licensing of individual ventures. It also
talks in terms of qualitative eontrol pf standards of production and promises
help and subsidy to indusiry. Most of these measures would not be possible
except ia a regime of controls; and if the establishment and the exploitation

| of industry is to be strictly controlled, the next step of controlling the prices
and distribution of the products of industry follows logically. Otherwise, Gov-
ernmert would be doing no more than granting individual capitalists the licence
to exploit the internal market and protecting them in their exploitation there-
of. The plans of the Industrial Panels. are also based upon striet control over
the import of eapital goods and’ quantitative annual alloeations to specific indi-
viduals and areas of imports of specific types. The detailed control of the
establishinent of industry, of its exploitation and of the pricing and distribu-
tion of its products that are involved in these programmes would go much
farther than any controls that are now in existence or were in operation- during
the time of war. '

24, Similarly, the long term policy in relation 'to agriculturs presupposes .
regime of controls. The report of the Prices Sub-Committee, whose recom-
- mendationg havé special relevance to the work of the Commodities Prices
Board, pute forward proposals for stabilisation of the prices of all main spri-
culturnl produets. It recommends the setting up of Price Committees and a
Cummadity Cornoration which would operate 50 as to maintain a scheme of
Tarity prices. The Committee nnfolds an ambitious programme of storage and
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puichese of agricultural commodities on Government scoount, M

ol ) ' oreover, i»
points out that for working such a programme of price stabilisation, Govern-
ment control would have to enter 8 wide field and determine wnd fix the acre-
ages onder different crops, supervise' and msintain minimum stendards of
husbundry and take a host of other measures.

25. It is obvious that in case the resent regime of controls is sc d
the very elaborate controls that are necI::ssa.ry forgimplementing the dl;i-[::l:r(:ei
long term pohcles'; of Government in relation either to agriculture or industry
could not be easily built up. I the comparatively simple and geperalised
ctm?tols‘ n operation today could not be managed by Government agencies in
 India, it should be clear that a more ambiticus regime of detailed ang parti-
cular ¢ontrols is entirely out of question. Government will then have to-
pleait complete inability to carry out, because of lack of public response and
“;m;,klzess of administrative machinery, any of the plans that had heen thoughs
of befcre.

26. In fact, the one general aim, which everybody agrees should be the
dominant aim -of Indian political and economic activity, the raising of the
standard of living of the masses in Indis, is impossible to achieve in the absence
of & regime of .controls. In countries’ which are specially fortunately placed,
endowed with immense natural resources, rapid increases in the standard of
living of the generality of the people may tuke place, even under a system of
ladsees faire, The national incomse is so rapidly increasing in such a gociety
that the inequalities in distribution do not prevent everybody from sharing in
the general .rise. Conditions in India are, however, radically different, Owr
natural resources are distinctly limited in relstion .to our numbers. The
possibility of a rapiqd increase in our national income is nob very considerable,
Therefore, any-improvement of the standard of living of the masses that an
Indian Government desires to bring about, must be brought sbout by giving|,
an -appropriate turn to production and by & controlled distribution of most
eszential commodities.

27, Decontrol and ity Effects.—Government decisions, regarding the aboli-
tion or continuance of controls today have relation to the next twelve months,
to the period of transition and to its.own long term plsns. The desirability
of decomirol must be examined with reference to each of these stages.

Effects on Supply.—The immediate effects of- decontrol may be considered
in relation to the supply and distribution of éommodities and the levels and
the structure of their prices. Removal of control is not likely to do snything
towards increasing the overall supply of commodities. The short review of
the supply position of both consumers’ smd producers’ goods shows that the
supply is limited by physical factors and by considerations that cannot be
affected merely by the price. Even if a .considerable increase takes
place in the average price level of goods, the _frotn.'l _ physi-
cal supply w1l not, in the majority of gnst:_mce_a, increase; and if an increase
is brought about in any particular direction it will be at the cost of & decreass
in supply in other directions, as for example, by the diversion of acreage from
one crop to another, The phenomenon sometimes witnessed of Eauppl!es_ being
s little more nlentiful immedintely after .the lifting -of control is very short-
lived. Tt is dne not to an increase.in the volume of 5\_1pp11es‘but, to lgrger
supplies being available on .the market  becanse. of lishparding. Hoaxding
under controlled conditions- takes place especially when there is uncertainty
regarding the contintance of controls. The greater the degree .of this _11mcer-
tainty and the ereater the exmectation of..an_earlv lifting of contrals. the larger
will be the smmmt of hoardine and withholding of rupplies .by vrodncers, and

tradcrs from the markeb. Tt. however, there ir_little chance of their heing
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lifted in the immediste future, hoarding, is diScouraged and the physical sup-
plics available on the market are not widely diffcrent from the physical sup-
plies uctually produced. ‘Lnere.ore, the Ltung of controls may be disregarded
as o factor in ihe increase of available supphes, : ’

23, Bitects on Price Levels,—The removal of control cannot crdinarily be
expected to decrease the jevel of prices. ihe jusufication or control les in
the existence of scarcity wnich maxes it posaible for producers or traders 1o
exploit the supply posiuon-ab the cost of the couswner., ‘Lhe Btate desires to
m tect: the consumer from the possibility of thus exploitation. 1t, therefore,
maiataivs prices at & fzir level at which, however, the demand will be consider-
ably larger than the supply. In fhe circumsiancés, demand can be limited
only by controlled distribution. In this manner price control is linked, on the
one haod, with control over supplies and, on the other hand, with a system
of eontrolled distribution. The effect.of the removal of controls must-in the
firet instance be to raise the level of prices of commodities to the consumer,
The «xtent of this incredse will depend entirely on the intensity of the demand,
the possibility of the demand being satisfied by substitute products at higher
prices aud fear of resetions on’ the part of consumers.. In almogt all import-
ant consumers’ goods, the possibility of substitute supplies or of & strong
reaction. to high prices on the part of the consumer is not considerable. The
average consumption of cereals, of sugar and gur, of oil and cloth is at such
low levrls in India that i ig not possibie to think, in this country, in terms of
a consumers’ strike. Moreover, purchase-of all these goods, barring that of
cloth, cannot be postponed, but must bp made week by week or day by day.
The vast majority of consumerg of these commodities have not the purchasing
power to lay by any stocks. Therefore, whatever reduction is brought about
in tho eonsumption of any classes or numbers in the population will be because
high prives make it impossible. for these persons to coutinue o buy even the
quuntities that they buy today. There is also no reason to suppose that at
higher prices the commodities will be in redundant supply on the market. The
consumption of the middle ciueses und the richer classes has been to some
"extent' kept in ‘check by control measures, The Inereased purchasing power
in the hands of agriculturists and industrial labour in some regions has been
similarly immobilised. A good deal of supply could, therefore, be taken uvp
by consumers whose consumption is restricted by control. todav at prices con-

" giderably higher than those obtaining at present. 'There is- tbus ngthing "in
 the situation that will lead tp keeping «the price levels-at.incderate heights in
the absence of controls. - . . 2 c

29, Effects on Regional PriceS,.—Added to this must he eonsidered the
effest of de-control on price structures and .on distribution patterns. At
present, in ‘most. Provinces, controlled prices to the consumer are kept uni-
form sll over & district or only the hare transport charges are added for dis-
tributicn in the. more sparsely populated, outlying or inaccessible parts.
There is also an attempt to see that almost all aress obtain something like
their . proportionate share of supplies. The removal of éontrold will-leag to
ordinary market forces operating.on the structure of prices and on the pro-
cesang of distribution, For example, all commodiiies which are mnot locally
preduced will rapidly mount in priee in the countrvside and jn all places thn‘
are out of the wav. The demand for commodities is hichlvy coneentrated i
urban centres hecause of their -larger populations and the larger nurchasing
power per bead of the population. The costs of transport and. most other
expenses in anleg are #lso smiller jn urban centres. Therefore, -there is 8
natoral tendency for sunplies to be first moved tn urban cenfres and to he
distributed from there to the country fide. Thy prices of non-lnesl goods in
the eoun‘rvside are high hecause the diffionlties of trangnort are eventer. and
the population is.more aparse, Also, the distributors ‘in [the countrveifa have
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little cowpetition to face. Most essential commodities may therefore be ex-
pected b0 rise much more steeply in price under conditions of scarce supply
in the countryside than in the towns. As » result of de-control, the poorer
and more backward areas may thus be the areng of the highest prices.

. 80. Effects on Distribution of S8upplies.—The influence of economic faotors,
in conditions of scarce supply, will operate against the poorer .rural areas in
another manner. Because large quantities of commmodities can be marketed
with ease at low costs in centres of large demand, supplies will tend to be
concentrated in them. The poorer countryside will' thus not only have to
pay_very much higher than under control for ‘goeds but will also find that
goods Wwhich are scarce are practically unobtainable.

31. Availability of Substitutes.—The process of substitution will alse act
much more effieaciously in urban sreas than in_rural areas. The possibility
of substitution by imports is confined to a large extent to superior qualities
in’ cloth or foodstuffs, including oils and fate and sugars. Imported supplies
are much the- costlier and are those which only the well to do classes can
afford, These supplies again move with ease to cities and are marketed in
them without much additional cost. To some extent, the possibility of com-
petition of imports may keep. prices of superior indigenous prodults in check
in large centres of importa. This factor will be. completely inoperative in the
countryside in relation to consumption essentinls of the poorer rural masses.
In these sress, neither in quality nor in price, would there he any alterna-
tive to the low standard indigenous product for the consumption of the bulk
of the population. Coarse cloth, coarse grains,- the vegetable oil traditionally
used' in the. region and.inferior sugar or evén more inferior gur are the staple
consumption of our masses. For these, there are né substitutes either indi-
genous or imported and when these are high priced or in abeolute want, there
ig nothing for the rural masses but to go without them.

'82. Effact of seasonal supply on Prices.—There is another aspect of the *
non-availability of substitutes for indigenous supplies which is of great import-
ance. The production of most essential agricultural commadities is seasonal.
The supplies of these commodities cannot be added to during the off season. -
The supply of foodgrains in most.regions as well -as the supply of gur and

PPy gr : :
vegetable oil seeds is brought into the market by producers during only certain
months of the year, For the other months, the consomer depends upon the
stocks held by the trader and marketed by him. Even in norinal pre-war
times, this phenomenon had given rise to & notable difference between prices -
for essential agricultural produce ruling at harvest and thoee ruling -
during the period when the harvest was long past and the out--
turn of the new season yet uncertain. This considerable difference in prices
during different periods in the year was evidenced even in food-grains - Tike
rice and wheat where it was possible to dyaw upon international supplies. .
At present, supplies from outside India are not available; and it may be tuken
for granted that even internal supplies will not be mobile in donsiderable
. quantities -over large regions. Therefore, outsld'e, the normal produeing
season, the dependance of the consumer on traders’ sfocks within the region
itself will be complete. This will obviously afford gre?,t oppqgtumf.les_ for
speculative traders to corner markets and push up pricea to great _he.lg_hts.
There might -be some holding back of produce even by large apriculturiste:
but the really large scale opportunities will be available to speculative traders
after the bulk of supplies have left the hands of the smaller agricylturists. -
Such action on the part of traders could hold to ransom the whole community
and there will be almost no limit to which, -as a result of such-activities,
prices may not be pushed. That these fears are not academie, mnv be
proved by reference to & number of recent events. That prices of focdgrains
coan soar to heights where deaths from starvation result_on a large scale has
been recent Indian experience and may be repeated at any dme in any

1
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Province if thers is » breskdown of controls. In thie connection it is instrue-
tive to note that in all Provinces where the area of control in foodgrain trade
or in foodgrain distribution is limited, the effectiveness of the
control of prices of foodgrains is also the least. Thus in Bengal,
even with a phenomenally good crop this yesr, rice prices are
already = reported to be above Rs. 25 per maund and i no early
and effective steps ‘are taken to deal with it, the situation may be expected
to become much worse within three or four months. Conditions in some
districts of Bihar are reported to be even worse. It is only because of the
strictest of controls covering almost the whole sies of administration that the
Provinces of Bombay and Madras were able to pull through the disastrous
year 1845-48.

Another instance whick proves what has been smd above was the experi-
ment with the deconirol of gur tried by the Government of Bombay. Gur was
decontrolled some two months before the beginning of the new production
season. It was confidently said at the time that the amount of gur hoarded
by traders was sc considerable that prices Wwould fall immediately control was
lifted. It is not possnble to say to what extent new supplies did appear on
de-control. The fact temains that prices, instead of coming down, ruled from
50 to 100 per cent higher than controlled prices not only up to the beginning
of the production Beason but even afterwerds.

. Wholesale Pricos of Guar
(Rs. per Bengal md. )

Week onding Bombay Ahmodnbad

B4 . . . . IT186 . . - . 1898
28046 . . . . 20.00t038.00 . . 1800 t20.0.0
Ba4s . . . . $860 . . . i 2600t030.00
11348 .. . . . 4830t aT90. . . 4000105200,
Clar L . .- . 1088 . i . . 16-140 '

- ' ‘C‘ont!ollecl Priue.

When the Government. of Bombay re-xmposed control a month safter the
beginning of the production season, it had to bring down the price leval which
had: become’ dbnormally high ‘on accounf of the previous decontrol.” It had
therefore to incur considerable opposition and odium which would have been
unnecessary if thiste had  béem no- 8econtrol:- This experience suggests thas
the expectation that extra supplies will be forthcoming and that prices will,

by reaction, rule low are both ﬂlp}aced m oondlhons of geneml scarcity as

at present. i

33. Interaction of Price Riges.—It is :mportant to emphasxse the cumula-
tive effect of the fise 1n prwe of one commodll:y on that of another, Once
prices are sllowed to go }-ngh. there is nothinig 'in the monetary or the supply
situation to brmg them down automatically. Any price gomg up on de-
control ‘will tend to rémain up and s t e s here of de-control increases, the
movement upwardx of various prices wil F esch other and will aggravate
the genaral frend.’ Bven under a reglme of oontrols it has been noticed how
a comparafively’ hlgh increase in an individual commodltv hes always been
cited a8 a reason for increases in a]l others. ' The increnses in consumers'
goods’ prices will also- act upon wnges and salaries’and will induce an increase
in them. The prospect of the effect of ge- control on the cost of living index
through & general incresse in the prices of consumers’ goods is n.larmmd
Jbecauss of the c ula{uve movement wlnch it will set up. The movement
in agncultural products w11] impinge ‘on the cost of manufactured goodb
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through wage am_i salary payments, apart from raw material coste, and’ will
make for s continuous incresse in them. This is a movement which once
begun cannot be checked in closed markets and today all markets are nation-
ally olosed markets, The volume of cwrency issued in Indis is large énough
to permit of a considerable incremse in prices. Further, its velocity may in-
crease ‘over wartime velocity making for even more rapid snd higher infla-
tionary possibilities. If prices are not controled, wages cannot be held in
«<heck because the cost of living will, under decontrol, be continuously and
rapidly moving upwards; and as wages cannot be checked, the prices of
manufactured goods' will tend to move upwards in sympathy, thus further’
intensifying the movement of the cost of. living. Without some sort of exter-
nsl intervention, monetary or administrative, some sort of check on distri-
bution and prices, there is no prospeat of an inflationary movement having
once got under way coming to a halt until the supply of commodities in the
world a8 a whole is sufficient to meet effective demand. :

84. Decontrol and Relation with External Prices.—The discussion has so
far been confined to immediate decontrols and their effect on prices of con-
sumers’ goods and the supply of goods to the consumer. Tn view of. the
international scarcity of commodities, the results of any immediate decontrol
of goods like cloth and sugar will necessarily be to send up prices. According
to estimates made sbove, it would be wrong to expect any substantial change
in supply trends, till, at least, the end of 1948. Therefore, prices will conti-
nue to rise and may by then reach s height very much above the present
level. This could be stopped only by a radical chenge in the supply position
through, chiefly, . the international market. It is only when large supplies:
Yirom other: couptries are forthcoming at much lower prices than the prices
ruling in Indis, or when there is 8 sudden fall in the demand for Indian pro-
ducts from abroad that the inflationary spiral may stop. When it stops, -the
exchange position would have become significantly worse than it is today.
If in other countries such as United” Kingdom and the Dominions, the con-
trol regime is logically, strictly and efficiently preserved, the price levels in
them will not have risen very much above their present level. In U.B.A. no
doubt the prices may move upwards “considerably but in the economy of
TU!B.A. it is peither unusual nor unexpected for prices to ‘move rapidly both
upwards and downwards. The effect on India when the position of scarcity
cdmes to an end will be disastrous, because then Indian prices will’' have to
come down from a very much higher level than at present to a level which
is very much below even the present one.

85. Decontrol and Government's ability to deal with Depression.—It has
been alresdy indicated that the par value of the .rupee can be maintained
under conditions of freer international ‘trade only if the present mte_rr}gl price
level in India is somewhat reduced. If n regime of decontrol ‘qt@quﬁs_

" between the present and the days of p}e_ntlful supply of commod:t}:eg,f th o .
. degrees ‘of maladjustment between the internal and external values oh_ , i
rupee will have been immensely inereased. A decline of prices w. ‘{a‘nt hle
* comes will come with a foree which may b_e even greater than t:dat“q th
.depression of the early thirties, because it is' likely, -as happg_p,”-‘!n_ e
"lmlr)nedihte post-war years after the 1Qf14t-;8 _wark t:mt.ﬁhg ‘cilusgéz:n in W?i:ﬁ
" positi in the psychology of the market will be
:ugtl::]%egp?ifg?ngangoint, t-hepp{'ices will come down head-long and invalve thi
whole of Indian’ ruml'econong in disnte;;i ?}’lhet:iotﬁ:fw}::&mg;ﬁ;sfpéff;x;z.
will be powerless to do anything to steady the . et thoy oomd. oot
i rices would have been so inflated that they could n
';I)n ot ﬁt,;§t£'sta‘;;nﬁe§ specially high level by any means. Becondly, Gov-
 ent 11 not have at the time any instruments in their hands with
s»'rl?ineil?n:owg:unt:raet deflationary tendencies. It is even more diffioult to

<hieck the onset of a depression than to control inflation. An. inflation can
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be controlled by controlling the pace of production and by controlling distri-
" bution. The wrge upward can be checked. Bui nothing can be done in o
psychologically depressed market to keep prices up. There. -would be ne
agencies which would be in & position to support prices because 'all commo- '
dities would then be decontroled.: There would be no agencies of distribu-
fion which would enable Government to buy up large quantities of commo-
dities with.the expectation of being able to market them. As has been point-
ed out above, all the apparatus recommended by the Prices Sub-Committee
for the support.of agricultural prices presupposes & net work of controls, As
this apparatus would not be in existence, Government would-be powerless to
do anything in face of the ecomomic forces let loose. There would even be
no justification for deing anything for the producers, the speculators and the
. traders who would be experiencing nothing but & natural reaction of the full
and free play of economic. forces which they had themselves sought.

86. Possibility of retaining only Poodgrain 'controls.—It has sometimes
been maintained that Government cannot, in any circumstances, allow food
grain prices to rise high and cannot risk a dislocation of food distribution.
Therefore, controls may be maintained only over foodgraing but could be
abolished in respect of all other commodities. It is wrong to believe that this
csn be done effectively. There are at least two directions in which the main-
tenance of econtrol over the prices and distribution of food alone would prove
impossible. In the first instance, & decontrol of other commodities would
mean, as has been pointed out, an incresse in the prices of oilseeds, sugar-
cane, cotton, jute, etc. This means an increase, possibly a very large in-~
crease, in the prices of all eommodities which can be sown in af least, par-
tial subatitution of foodgrains, It follows that a diversion from foodgrains to
these other crops will take place.. It is difficult to sdy how large a diversion
“it would be. It is obvious that acreage under foodgrains will be maintained
to a large extent because of other .considerations than price; however, it is
equally clear that there would be & diversion to other crops large enough to
have a significent effect on-the already unsatisfectory situation regarding food
supplies in India. In Bombay Province, for example, ' in certain districts
like Broach and East Khandesh, the food deficit has been considerably re-
duced by the joint operation . of low cotton prices and Qovernment controf
over acreages. The difficulty of the food administration of the Government
of Bombay has consequently to come extent been eased. If there is a
reversal of the operaiion of hoth thepa fsctors, the previous position relating
t6 cotton mnd foodgrain proportions may- he immediately re-established irr
thess and other districts. If this happens in a large mumber of districts, as
it is bound to all over the country, the production of food will fall and- the

gdministration of food supplies is likely to break down. .

Moreover, it i3 too much to-expect that the producer of foodgrains will
quickly submit to a wholly partial operation of the regime of controla. Already
the farmer who grows cereals complains thot consumers’ goods. are not made
svailable to him in sufficient quantities and af ‘really -controlled prices. He
makes a similar complaint relating to goods like iron implements, -fertilisers
and feeds.. Thé level of wages of agricultural Ishour is also.set by the more
paying commerciel crops. In the area of the Deccan Canals, sugar compa- .
nies have complained of the high level set up because of the competition of
the producers of uncontrolled gur and the cereal farmers of neighbouring areas
find the wages more difficalt to pay than ever the sugar factories. If, now,
all consumers’ and producers’ goods are decontrolled, the prices to be pard
'by the foodgrain producer will be free and very much higher than before.
If the prices of foodgrains are controlled so that the foodgrain farmer receives
fixed and limited income while’ his outlays . are not similarly kept
in check, he will have & very legitimate and powerful grievance. The general
difficulties of procurement of focdgrainas are ‘reported-to have increased during
the last year. If the sphere.of decontrol is much enlarged and, as is them
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inevitable, consumers' and producers’ goods increase in price sund suppliss to
_t,he_ remote countryside become more difficult to obt.ain? it i impogsible to
contemplate tue grower of food submitting to a restriction on the prices or
the marketing of his produce. Thus, Government is bound to meet with
deternuned_opposl_t.xon to the functioning of food controls alone and the policy
of the partial maintenance of controls is bound to collapse.

_37. Dimcwues of Partial Qontrols—Oil seeds,—The difficulties in adminis-
tering s partial system of controls may be further illustruted by reference to
oil-seeds and cloth and sugar. On the decontrol of oil-seeds, the Government
of India thought that the prices of oil-seéds and of oil might yet be kept frows
risiog too .hugh becauge of (1) the limited export market and (2) price consrol of.
tl_:e manulacwure of Vanaspathj. It was expected that in this indirect manner,
oil-seeds prices would be kept from soaring. The position regarding Vanuspathi
manufacture was peeuliar. The products of the manufacturers ot Vanuspathi
are cbutrolled mn price. - The prices of their materials are mot so controlled.
It was expected that they would not pay a price for oil-seeds’ beyond the
figure dictated by the price of their finished produet. ~ As these munufacturers
are large consumers of oil-seeds, their behaviour is expected to.keep in chevk
the whole oil-seeds market. 1t is interesting to note that the countrol of the
price of Vanaspathi is' control which is not enforced by an elaborate svstem
of distribution as in the .case of cloth, kerosene or sugar, For Vapaspathi,.
there is no system either of a set of defined distributors or of rationing and of
allocation of definite quantities. The coptrols over cloth, sugar, ete., which
have a muich more logical system and which are more integrated, are alleged
to be ineffective and yet Government depends on the proper functioning of
.the price control of Vansspathi, for which no similar gystem i built up.
Unless the manufacturers of Vanaspathi and the -traders dealing in it* are
presumed to belong to a category different from those who handle cloth, sugar,
atc., there is no reason to believe that the confrol over prices of Vanaspathi
will in reality be even as effective as the control over cloth ‘and sugar prices.
Moreover, the supplies of oil-seeds are so scarce, that the demand for éxports.
the internal demand from industries which use vegetable oils s base producte
and the large demand for vegetable oil within. the country may ali together
well keep prices at very high levels in spite of the Vanaspathi manufacturer
‘not making sny large purchases in the market. The whole position relating
to the supply of and demand for vegetable oil-secds is so complex that, in the
existing situation, it would be rash to suppose that holding off Vanaapathi
manufacburers from .the market would necessarily affect oil-seed prices.

The present oil-sceds situation also raises a number of other questions -
relating to Government policy. The decontrol of oil-seeds was interpreled as
s measure in the direction of general decontrol everywhere. It would, however,
sppear that Government is now anxious to keep oil-seed prices from rising too-
bigh and to control the prices of Vanaspathi. Tts ability to do so after having
given up the necessary basic system of controls is highly doubtful, but the.
attempt to control the price of Vanaspathi leaves the position regarding policy
cbscure. ™Whether oil-seads control has been lifted as a part of a general piolicy
of decontrol or only because the particular system of. controls had proved un-
workeble during a certain period is not clear. Tf the latter interpretation is the
correct one, it would leave open the posaibility of a reimposition of the price
control of oil-seeds for the‘nexg year.

38. Cotton and Oloth.—The cloth and the cotton position and the sugar-
cane snd.the sugar position are similarly linked together. The Indian eotton
grower complains insistently that controls on export and prices of cotton merely
benefit the Indian manufacturer and that these controls have given a special
profit margin to the .manufacturer of cloth which he has exploited
o the, full while the TIndian agriculturist is ' getting* for his eotton
a .much lower price than is justified by general conditions or by international
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movements. If, now, cloth is decontrolled, cotton controls cannct be main-
tained. For, in that case, while the cloth manufacturer would heve the fullest
opportunity to charge anything to the consumer, he would be guaranteed his
mw material at-a definite price. That would be flagrantly unjust to large
groups of agriculturists. Presumably, therefore, if cloth controls go, control
over the cxport and over the prices of cotton must also go and similarly if
sugar is decontrolled, the prices of sugar cane must also be fully decontrolled.

89. Import and Export Controls.—While there is considerable feeling aguinst
control of prices and of distribution of consumers’ goods, the need for retaining
export and import controls and certain sllocation controls of producers’ goods
is not widely questioned. The Central Legislature has recently vested the
Giovernment of India with powers to continue for a Hmited period the prohbi-
tion and control of imports and exports. This power has been justified because
of the shortage of dotlars and other “’hard’’ currency, the shortage of shipping
space, the shortage of essential gooda Hke cloth, oil-seeds, sugar within -the
country and the need for conserving the foreign exchange resources of India
and not frittering them away in the import of useless consumers’ goods. Ths
contention of Government spokesmen was that the present transition period
would last for more than a year snd that these shortages in supply could not
be expeeted to cease within a short time. The implications of the poliey of
import and export controls must, however, 'be fully understood. During the
eourse of the debate in the Assembly, it was pointed out how import coutrols’
crented positions of monopoly and how, as 8 resulb, certain licencees were able.
to exploit consumers without check. Definite instances such as that of
imports of brass were cited in support. It is obvious that import and export
controls create positions’ of vantage for certain classes of traders and producers.
The cbntrol of imports limité the extent of competition with goods produced
hy internal producers which aré of the same class as imports. It aleo-gives a -

-gpecially favourably position to persons who are.able to obtain import licences,
and there is nothing in the present system of controls to guarantee that the
-consumer is not penalised or exploited because of the limitations of supply
“imposed by import controls. e e .

The  internal producer may complain that his price is unduly depressed
Lecauge of limifations oni hig ability to export, while the Indian manufacturer
who buys from him at the unduly depressed price is in no way checked in
exploitation. The aim of all productive activity iz ultimately to produce

*consumers’ goods. Any set of specially low or controlled prices at intermediate

levels which are not reflected in- equal proportions in the prices of consuiners’
poods merely ereates opportunities for some intermediaries to get extrs gains.
Therefore, utless Government is sBure that there . are special  circumstances
which prevent licensed imporiers or exporters from exploiting their “position
in a special way, the imposition of export and import controls should logically
lead to the impesition of controls for the protection of the consumer. Bulk
rurchase on Government account of imports and the sale of exports through
Government agency have both been widely resorted to in other countries
because of the problems fo which export and import controls give rise. The,
policy of H.M.G, in the former is instructive; the policy of countries like
Argenfina in the latter has at least the merit of profiting the genersl tax payer
and. not any special class of trader or producer. '

40. Government's Responsibility in_ operating Indirect Controls.—The
position of othsr controls such as the controls of transport priorilies or of row
wnterinl distribution is also the same. When an industry commands a special
priority in the obtaining of, say, cosl or is given a special position in the move-
mient of its raw materials or finished products, it is placed in this fuvourabls
position. presumably because of considerations of public necessity or social .
gond, The special treatment must obviously be reflected in special obligations
undertaken by the -favourably treated class of preducers. If cotton ‘mills or
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cement factories cbiain special coal alloeations,
-quantities, and market them in a given manner

Vtherwise, the ultimate aim of ‘soeial policy which can oniy be lo muk
sumers’ goods available in sufficient qugntit{ee over all the grea would b: fi‘::
trated and the cnly result of special allocations would bhe, again, to benefit
speciolly the favoured classes. Thus, the other controls against which there is
not the same clamour today and whose retention is sometimes advocated even
by th_e business community seem to be controls which can benefit the consumer
-only if they are aupplgmenﬁed by controls over the distribution and prices of
the prodl.ncts oi' these industries. The interest of the trader and of the many.
facturer in having only import, export, or alloeation controls, is obvious, He
would not desire the addition of controls over the pricing and distribution of his
produets; but in agreeing to suck a poliey, Government would be laving itself
open to the charge of administering a controlled regime for the benefit of only
a certain elass. If it is to be abeolved of this charge, it will have to satisfy
itself that the real ndvantages ir productive effort or in low cnsts flowing from
‘these controls are passed on to the ultimate consumer,

must also be imposed on them.

1t is significant in this connection to observe how various Provinces nlsa
advocste other types of partial controls. A number of surplus provincea desirs
no control over the prices of produde in which they are surplus; but. they
desire for themselves the power fo restrain’ the removal of surpluses out of
their borders. On the other hind, provinees in whom industrial ‘production is
concentrated consider that they are treafed unfairly in the distribution of agri-
-cultuial produets. They dre anxious o bave control over industrial produetion
aboliehed' g6 that they may be enabled, through some check on movements, to
bargain ‘with producers of surpluees in agriculture. " It is obvious that traders
and industrislists and Provincial Governménts aré all anxious to improve their
hargaining position’ vis-a-vis others. The only remedy to this' state-of ‘things is

the ohligat-ioué to produce given

ori the one hand a completely infegrated set of controls admimistered from the -

Centre, workilg' with ressonable efficiéncy’ or, on' the other hand, complete

decontrol including decontrol riot'orly “over' the prices and distribution “of |
consumers’ goods but over prices and movements of all’gdods and, over'even,

possibly, imports arid exports. The dangers of the latter in the' pasition - of
scarce supply in which the country finds itself afe obvious and sre large. To
adopt this course is in effect to plead that in spite of the obvious” conditions of

8

emergency, Government is unable to' deviss and’ administer curative miensures. -

41. Integration of Oontrols.—It has been contended abbve that controls over
fondgrains are not hy themselves likely to-be practicable or successful and that
many other types of controls are linked with one another. A contro] regime

. with some definite overall objective such ne that of checking an inflationury
trend or distributing in a rntional .menner scarce supplies must consiet .of a
nnmber of controls, supplementing and reinforcing each other. Tun = relation
even to the short term aims indicated above, a control regime, in a situation
like the present, would have fo be fairly comprehensive. The immediate sphere
. of such a regime may be indicated with reference to certain crucml nspects.of
economic activity. These are: (1) the cost of living, (2) the cost of' production
_and (3) the ollocation of resources. ~Tn respect of the first. the ‘main ohjective

" must be fo control the cost of living of the poorer sections of the ‘eommunity

+ iz not, during the next two or three vears, a .oontim'mus Pressure

;l?ortfl B\‘.i'x:rhfrforsiderenses ig wages snd snlaries. Tt it obviouslv imnossible to
cantrol all prices that influence the ccst of living. Tt is, howaver, nof outside
practieal polities to control the more impertant among them. The chief classe;

" of expendituze in the cost of living are food. clothing, fuel- and luz‘m‘mgf m:]
in the larger cities and industrial concentrations, rent. Among 1§fms of h(f- ,
the most immortant are cereals, pulses, gur and sugar, vegetnble nil, vevetables,
milk and milk products, meat ‘and fish ete. Of these, ’Erhe last itemis represent
perishables whose consumption - is of considerable importance from the
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nutritionsl point of view. In most Western countries, the controlled supply
of, for example, milk, hes been an important feature of rationing systems.
Howaver, these items have never been of considerable actual importance in
the standard of living of the poor jn India; and their total production in India
in relation to numbers iz extremely low. If we omit these from immedinte
consideration, tho other items ean all be controlled and have, except for
vegetable oil, been actually. controlled to a large extent during war yeurs.
Amongst items other than food, eloth takes the most important position and
machine-made cloth is taday controlled both mn distribution snd in price. Rent
is controlled by Provincial lefislation in a large number of places. The main .
components of the class, fuel and lighting, are kerosene, charcoal 'and firewood.

Kerosepe is in controlled’ distribution even in rural areas for the major part of

India. The distribution and prices of charcoal and firewood require control

chiefly in the larger Lowns and cities, and are so controlled in wany provinces.

Thus, s variety of controls are in actual existence today which can, if properly

operated, materially influence the cost of living. Unless the wave of sentiment

.in favour of decontrol ‘rapidly undermines the present system in the provinces,

it should not be too difficult on the basis of controls that already exiat to check

further increases in the cost of living. Tt would appear that if control over

vepetable oil were added'to the controls that already exist, items steounting

for well over half of the total cost of living of the poorer ‘classes  should be

amennble to control in the manner indicated above. e '

In relation to costs, one major item, wages, could be kept in .check only
if the coet-of living index is under control. It is true that the mere fact of
the cost of living being under control may not suffice to keep off demands for
increnses in wnges on the part of labour. However, the ability of ‘Govermnent
to persuade labour successfully to-refrain from making demands for wage’
incresse would depend greatly on its initial suecess in checking the increnss
in the cost of living. Another general industrial cost is in respect of fuel and
power. Hxisting Government controls on the prices and distribution of ecoal; -
crude cil and electricity, atc., could be made to go a long way towarde stubilis-
ing’ fuel and power costs. For the rest, industrial costs would depend on the
varietv of raw materials and aceessories, ete., used in production.  To the
extent -that they are, in the main, the produce of Indian agripulturs or Indian
mineral industry, they might be amenable to oontrole. The prices of imporis
could not, of conrse, be similarly controlled but they would play 4 large part
only in certain exceptional industries. : o

The important agrieultural cosfs, other than wages are seed, feeds and
fertilisers, implements, ete. Control over oilseeds and over oil gake would make
“a large portion of the supply of feed and fertilizsers amenable to control. If .
aredis under cereals and pulses are kept at a high level for purposes of grain pro-
duection, that should help also in meeting the demand for fodder and keeping ‘in
check fodder prices. With control over the prices of iron and steel, sgricultural -’
implemente are not likely to become dear. An important item like ‘the cost of
bullocks could, however, not be easily brought under the regime of control.

The allocation of the scarce industrial materials’ like iron and steel, eement,
eoal, ete., will presumably continue. Imports and distribution of most materisls
such as metals may also confinua to be controlled. Agricultural produce, being.
largely home-grown would not be directly allocated except as part of the dis-
tribution of consumer goods, e.g., foodgrains or oilseeds. !

The main problem in agriculture is that of distribution of land under the
major craps. Unless the prices of sll the mejor crops are controlled relatively to
each other, gerious disturbances likely to upset Government plans and aggravate
existing scarcities may take place in this respect. Alosation of land in the
absence of a control of prices of produce may no- doubt be brought ahout by
direct restriction of acrenge or acreage proportions; the latter messurz ie to be
regarded aa’ supplementing allocation through price control rather than as an.
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efficacious instrument of sllocation in itself. The enforcement of absolute or
proportionate acreage legislation all over the countryside is a' very much more

difficult and delicate business than the control of prices of major agricuitural
produce. )

‘To sum up, control will have to be exercised over the major items of the food
of the poor, over cloth, over kerosene and firewood and charcoal, over rent in
urban areas, over the major products of agriculture, viz., cotton, jute, oilseeds,
and sugarcane, and over important industries like sugar and textiles. This must
"be linked with control over prices and allocations of the major industrial products.
It has been pointed oul that almost in none of the respects mentioned above is
control completely lacking todsy. The only two major items which are not at
present under control are cilseeds and jute which have been released, from contrel
during the Jast few months. 1f these are again brought in and the whole system
is integrated and each individual eontrol made to supplement the work of other
controls, there is no reason why. s workable system of controls sufficient to meet
the needs, at least of the transition pericd, should not function in this country.

42, "Defects of Existing Oontrols.—It has been often said ‘that while the
case for the. continuance of controls may be convincing in the abstract, the

actual working of controls leads most people today to prefer a regime of.de- ‘

. control. It is said that administrative efficiency has sunk very low and eor-

ruption is rife. Therefore, controls caonot be continued. The matter must
be exam'ned from two different points of .view. In the first instance, apart
. from the &xistence of any inefficiency or corruption, the decision regarding.the

immediate continuance of controls would depend on the actual performance of
the system of controls. The ultimate aim of controls is to secure a minimum
distribution at controlled prices of essentials fo consumers, to keep in check
the cost of living and to .maintsin production at at least .present levels. ' If
contro's do not achieve these aime or actually hamper them and if an aboli-
tion of controls is likely to achieve better results in all the above respects,
no doubt there will be no case for keeping up controls. . What resulte de
control will yield is somewhat uncertain today; but the presumption is that,
ot denst immediafely, the situation on decontrol. would resemble the situa-

tion existing after the inflationary trend in 1942 began snd before the systems '

of controls were slowly brought . into existencé, Therefors, whatever the
difficulties in -working, control would be preferable, provided existing controls
eontr'buted somewhat towsrds either the systematisation of distribution
the keeping of prices in check. “If, on the -other hand, the condition_s o_f a
.decontrolled regime of high prices,, of maladministeation and of exploitation
by trader and speculator are really preferable to the actual working of Gov-
ernment control; no question of an alternative exists, for it ‘would, merely

mean that administration in India ia unable to cope with the most funde- -

mental of the problems presented today.

Sncondl'v, the decision regarding continuance: of controls would resft
largely on the extent to which administration is expected to control economic
aotivity. in the .future. - If economic administrative machinery is.never likely

. o be renuired on a.considerable scale, present defects may be a. sufficient
excuse for diminishing its .use to & minimum. If, on the contrary, it s
likely to be a continuing feature of administration, its present defects must
be taken ns & challenge to the politician and the administrator.. 1f the execu-
tion of Government policy is to depend more and more on Government
servin*s, any immediate defests, however grave, constitute & reason not so
mueh for serapping the agency a8 for making every effort to improve its
performanee as early as possible. * | o

43. Rustems of Oontrol: Temporary & Pen_na.n_ent,:—_-The prégent regime
of controla may.be locked at from different points of view. .The view may
be taken thej controls as such are elways undesirable. It may, at the seme
time, be recognised that severe gearcities of supply of essential compo_dxhes

or’
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make it impossible to dispense immediately with controls. - Confrols would
then last only as long as the soarcities continue. Controls may, in addition,
be considercd necessary for bringing about- n smooth transition to a post-war
normal economy. In this event, controls would be used not only to distribute
evenly supplies of producers’ and consumers’ goods at fair prices but would
be also made to affect the working of economic society eo that the changes
necessary for making the transition easier are gradually brought about. In
thie event, the duration of the controls would be determined by the period
of transition and their administration influenced by the additional objective.
Finelly, controls may be adopted as an enduring part of our ecomomic struc-
ture as being necessary for giving effect to long term economic and social
plans. If this point of view is adopted, the structure and the administration
of controls would be shaped for permanence.

44, Measpre of Supply in relation to Decontrol.—We 4are not immediately
concerned with the second or the third alternatives set out above. Under
either of these, a prospect of immediate decontrol or even early decontrol does
not arise. However, if the first point of view is adopted, it is necessary to
inguire in what conditions it would be possible to decontrol particular commo-
dities or to nbolish controls altogether. If controls are related to the conti-
nuing scarcity of essentials, the primary condition precedent to their aboli-
tion is that the scarcity should be at an end. There should be an ample
supply in relation to demand. The important question.is how ample is it
necessary that the supply should be before controls can. be safely abolished..
In this respect, the only figures that we can use are figures of per capita
consumption during the pre-war period. In using these figures, it should -
however be remembered that there has been, during the war, perhaps some
adjustment - of the distribution of income in favour of the poor-as compared .
with the m’'ddle clags. Consequently, the supply needed today should be
abt somewhat higher per head rates in the main essential consumers’ goods
than before the war, . : . .

Bome features of present conditions ‘which make possible manipulations
by speculators have already been pointed out above. . In addition, it may be
noticed that a supply has to be distributed in space and in time, and the total
supply required would. be larger when such distribution is not efficient than
when it is efficient. In pre-war days, complete mobility in transport, .the
availability of external supplies, ete., made for free movements both in space
and time. The margin in the *'pipe line”’ supplies could, in the circum-
stances, he low. On the other hand, when distribution is carefully controlled
by Government, ‘‘pipe line” supplies may be safely cut down in some cases
to a point helow the normal of even a-free economy. Considerable conges-
tion in all ®vstems of transport and & likelthood of 2 breskdown ~in .them
because of weakness in the systems or disorders in the country, ete. affect
geriously the extent of the necessary '‘pipe line™ supplies. Such supplies
would have fo be specially large if decontrol is to be attempted while trans-
port. is uncertain. Only an over sll authority which has full knowledge of
the location of all kinds of supplies and the requirements of sll regions can

adequately meet such a situation. - ,

Finally, the state of confidence of the public is also a considerable factor
in making given supplies” go a long way. . The quantities in the hands. of
people, that is the normal carry overs of .individusls and of traders would
be large or smeall in relation to this confidence. It has been a usual experi-
ence in war time that the situstion in' a_.commodity the supplies of which
were supposed, to run short gnd for ohtaining which long cueues had o be
Jformed war ensed the moment a.regulated svetem of distribufion ,.beggpme
- effective ard neople become asgured.of obiainipz supplies of even amall gquan-
‘tities under rationed distribution, All this points to the conclusion fhat
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unless supplies are sufficient to give an average per head consumption which
s equal at least to the pre-war average consumption, distribution, under ge-
control, of essential goods is bound to break down,

45. The Advisability and Utility of Deflationary Measures.—It has been
suggested that as an alternative to keeping up the regime of controls, =a
movement of monetary deflation might be initiasted. The proposal admits
impliedly that present prices in India are out of parity with prices in most
pflrts of. the.world ; and that when existing conditions of short supply pass,
difficulties will be experienced in maintaining the Indisn level of prices at
current rates of exchange. The proper course of action in order to fight this
contingency might be to bring about a reduction of prices under control over
the'. period of transition. It is, however, argued that controls do uuvt work
satisfactorily and that it might be better to meet the contingent situntion by
setting in- & deflationary trend how than by continuing controls. Monetary
deflation today, it.is eaid, would exert a downward pressure on all prices pnd
place them - in & few years’ time -in an appropriate relation with external
prices. Ii is conceded that controlled reduction of prices may be more rational
but this is éonceived to be impossible. o ’

A suggestion for monetary deflation must be examined with refrrence to
the actual measures that could be adopted in’ this behalf. No additions to
currency have taken placé during many months past. A comparatively
stable level of the volume of currency in circulation hae not prevented a new
movement towards an increase' of prices from being imitinted. Monetary
deflation,®in the circumstances, must work through more pasitive means than
checking expansion of curreney. The classical way of bringing about defla-
tion was for the Central Bank to raise its rate of inferest. When this had
not a sufficiently deterrent ‘effect on business, the next step was for Gov-

" ernment to borrow money from the market. The aim of both the steps was
to discourage the expansioni of credit and to lead to a contraction of total
money and credit available to the business community. The last time such
a measure was adopted in India was, when in 1930-31, the rate of interest
on treasury bills reached "a high point. It is difficult to say to what extent,
in existing ecircumstances, such steps would be successful, and to what heights
the rate of interest would have to rise for the purpose.. Apart from -the
practicability of such ‘steps, they are open to the gravest objections because
of their universal incidence. While it is true that everything should be done
to prevent the present scercity ,of goods from pushing up the Indinn price
level unduly high, it is, at the same time, ‘equally desirable to avoid tfaking
any sction which might bring about a depression. Governments have during
the last war been extremely careful not to allow an increase in the rate of
interest, All Governmentsl finance during ‘the war period as well as pgo-
grammes of finance for the postwar period depend on the possibility of the
maintenance of a comparatively low rate of .interest. Deflat'onary borrow-
ing by Government is not likely to be successful unless Government departs
from this policy of low rates of interest. It is obvious that the departure
will* have ‘far reaching consequences. ‘A deflationary movement, which must
envelop ‘all activity will discourage enterprise -and increased production, and
" these are of the ntmost. importance today. A monetary deflation. once .get
in miotion, cannot be controlled in ita action and ‘esnnot be checked at.will.
Once there is_6n onset of depressed conditioris, these conditions may lead. to
small or lirge falls of ptices and the extent of ‘this fall would vary .from
sector to Emctor. The variations would, however, not be under ‘the control
of the ‘dgency initiating the deﬂd#ionhrx- movement. It is -obviously undegir-
'Abla ‘thigt Goveriiment should fake steps -wlich may -bring about depreased
coriditions in ‘large sections of ‘agriculture and -industry.
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One of the gravest fears expressed by most esonomists towards the end
-of the war was that a depression might be experienced on account of the
cessation of Govermment expenditure, It happens that this fear did not
prove well founded. Government expenditure has contracted to a consider-
able measure without leading to a depression. The total amount of expendi-
ture incurred on Government account, both Provincial and Central, together
with the special expenditure on account of His Majesty’s Government and
other allies during time of war has been as follows: : -

Government Outlay | 1944-45  1945.46 194647  1047.48
, (Revised (Budget)
' 1u: ¢ btes) .
Provinoas . . . . . . 11849 31827 25042 270,55
Cemt® . . . ... . . . 40023 43457 " 83147 32788
H. M. G. aiid Allied Govts, ..+ 4108&  S1573 4833
N ’ 102550 1078.6: 83631 ~ 0843

. ‘ . 3 -
This shows that the fall in 1946-47 in overall Government expenditure from-
the peak levels attained during war has been large snd yet this-does not
seem to have affected levels of prices. Whatever the reasons for this, it is
-obvious that monetary measures will not meet the situation. '

s
48, Necessity for formulating Policy and for educating the public in it.—

It is- extremely urgent that Government should formulate a definite policy

towards controls and ‘should announce it with the greatest possible speed.

The present situation is unfortunate from all points of view. A tfegime of

confrols exists. Yet persons in authority and responsible leaders of publie

opinion talk as if it was nothing but en ‘evil which .should be abolished

immediately. In such a climate of opinion, no confrol regime can survive,

for, everybody thinks that it .is proper to violate it, every trader contemplates

hoarding and getting the most out of the proeess of abolition snd very few

non-officials or officials have their hearts in working or enforcing controls.

- There is little doubt that if Government really thinks that = controls are
- undesirable, it would be best to gbolish them  completely as speedily ss pos-
sible, On the other hand, if Government decides that it cannot afford to

abolish controls and that the conditions following decontrol will be akin to

chaos, Government must not only keep up controls, but integrate them,

"explain them and enforce them. It must, in this effort begin with Provin.
pial Governments so that the work.of the integration of eontrols is ecarried

-out with ‘their co-operation and they are convinced of the necessity of main-
taining- them. Otherwise there is the danger, as at present happens, of the

Central Government mainteining a. structure of controls which in effect is

betbg undermined by  action on* the' part of Provincial Governmenta. It

is not enough to have a policy in which the members of tha Central and the

Provincial Governments both believe. It would be necessary to explain to ihe

general public the objectives of that policy and the circumstances which

necessitate «it. In order that the policy of economie controls should work ,

effectively, it is imperative that Government should explain :clearly to the

public the general features of the economic pesition, There is at least as

much need in India, today to realise the gravity of the economic position and

1o eet it out, in its broad quantitative aspecte, fully before tha public as

there is in England. The British Economic Survey for 1947 presented esti-

mateg and targets dnd was meant to prepare the public for certain contin-

gencies and certain eventuslities.. Something of the same. sort needs to be

done in India. The stark economic-realities of -insufficient production and

supplies must be brought home to the people. . The targets-and the sims of
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Government action must be clearly set forth and the part expected to be
played by various sections of economic- society and the geueml body of con.
sumers should be made clear.

The Commodities Prices Board is viﬁally interested in carly formulation
of definite Government policy. The Commodities Pricee Board was presum-!
ably seb up to integrate price controls. If price controls are due to disappear ™
one by one at an early date, the work of integration ean hardly be wnder-
taken by the Board. In all -the clrcumstanees, 8 clear indication of Govemn- .
ment's economic policy in this behalf 13 obviously deau-nble

A D. GORWALA,—19-4 -47,
D R. GADGIL -—19-4 47,
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Summary

This note attempts to exsmine data relating to production and supply of
commodities in relation to the need for the maintenanece of controls. It refers
to trends and expectations regarding price levels and examines the possible
results of decontrol. 1t sets out the msin .considerations bearing on building
up a proper system of integrated controls and urges the need for an eurly
definition of Goverumcnt policy in regard to all controls.

1. There is little pmspect. of the acreage or the average per acre output. in
agriculture in India incressing during the next three years., .

2. Industrial production has fallen below war-time averuge during. 1946.
There are difficulties in its immediate expansion, Chief smong these is the
supply of cosl.- Expansion in future years depends, in the main, on the pace
of importe of capital goods.

8. Internal surpluses of focdgrains have recently declined. Large surpluses -
of cereals in other countries are not expected to develop before 1950. All that
Government can expect to do during the next 12 months is to carry on without
being forced to reduce the ration to less than I2 ounces and during the subse-
quent two years to build up reserves and to make some progress towards the
16 ounce ration level.

4. The per capita supply of cloth during 1947 and 1948 is likely to remain
substantially below the pre-war average, which is not likely to be attained even
in 1949,

5. The supplies of sugar and gur are not likely to attain pre-war levels, at
least before the end of the year 1948. There ig likely to be 8 continning
scarcity of supply of vegetable oil available to the poor Indian consumer.
. Scarcity is likely to eontinue in the supply of ocilcake and firewood and charcoul.

6. Production and supplies of coal, iron and steel and cement are likely
to be much below requiremenis during the next few years. Controlled alloca-
tions of most of these materials will be necessary. .

7. There has been recently a trend towards increase in the wholesale prices
of agricultural commodities and in the coet of living. This increase is not due
to monetary factors. 1t appears to be due to recent inereases im the levels of
wages and salaries and to Government policy relating to controls. This incrense
i not likely to be checked, in the near future, by increased pmduchon Tt is
likely to continue as long as consumer and producer goods are im short supr. dy -
and may be aggravated by breakdowns in administration and in transport. in
particular regions. '

8. Price levels in most counimes have risen less than in India. and are not
likely to be stabilised at more than double the pre-war level. Price levels in
India will have to be bmught in relation with external price levels by the end
of the period of tramsition.' It will, therefore, be mnecessary to bring down,
Indian prices in a controlled manner during this period.

9. Government announcements relating to post-war industrial and agncul
tural policy presuppose a regime of controls for the carrying out of development
plans. and an early increase in the Indian standard of living will be impossible
in the absence of such a regims,

10. Decontrol is not likely to increase .supplies of consumer goods. Levels
of prices of important consumer goods are likely to riese on decontrol. The
inerease in prices on decontrol may be specially marked in the poor and out of
the way regions. These regions are also likely to be satarved of supplies.
Bubstitute supplies in the shape of imported consumer gooda would be available
chiefly to the middle and rich classes hvmg in fowns.
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" 11. BSeasonal production of agricultural .gdods make their price and supply
specially lisble to manipulation by speculators during the off season of agricul-
ture in the absence of a free and rapid movemoent of supplies, external and
internal. : ‘

12. Ineremse in the prices of commoditien react on each other, Prices of
consumer goods influence wages and salames and through thém the cost  of
manufacture. A movement upwarde in the more important consuiner goods
brings about a general cumu'auve increase in the price level which eould.not be
checked except by some sort of external intervention, so long as supply of
commodities in the world as a whole is insufficient to meet effective demand.

13. If the gereral level of prices in India increages upon deconttol, this will
make still more difficult the problem of adjusting internal prices to eatercal
prices. Tt is likely that an immediate further increase in prices.in India will
involve a sudden fall in Indian prices at the end ‘of the period of transition.
This ‘may result in a severe depression, especially in-Ind‘;an agriculture. « i

14. Tt is not possible to retain controls over foodgrains alone because:

{1) an increase in prices of other agriculbursl products may reduce gub-
stantially existing ares- under fooderops and may lesd fo, breakdown of food
administration; and - o

- {2) cultivators of cereals are not likely to submit peacefully to a control
over prices of foodgrains if the prices of other agricultursl products and the.
goods that they buy are not similarly controlled. -

15. Partial control suzh ag that over the price of Vanaspathi alone without
controlling oil-seeds would be found difficult to enforce. Cloth and cotton
controls angd sygar, gur and sugercane controls -are similarly inter-linked.

16. Controls over exports. of raw materials are likely t0 be beneficial only
if they are accompanied by control over prices and.distribution of the goods
manufaotured out of them. In the absence of similar measures, s control uver
imports is likely merely to create special positions of privilege for licencees.- All
indireet controls may benefit only special groups of traders or producers unless
appropriate supplementary measures are taken., - -

'17. ‘An integrated aystem of dontrols must have relation to:-

(i) the 'cost of living, ’
- (ii) the cost of'produotion, ‘and ._ X . _ .
(iii) the allocation of resources of industry and the aflocation of land
between different agricultural products. . - .
18. The minimum sphere of sn integrated system_ of controlg ?mu]d be::
" cereals and pulses; - - -
" sugar. . sugarcane and gur:
oil-seeds, oil and oileake; -
jute, cotton and cloth;
%erosene, firewood and charcoal;
caal, iron and steel and cement. .

19. The ultimate aim of controls is to secure: .
(i) wide _;iistrihuﬁon of minimum quantities of essentials at controlled
_ prices, v
(li) keep in check the level of prices, and
(i) muintain-levelsl of pmt.luctiorla.
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If because of inefficiency, controls do not achieve any of these aims and
decontrols are likely to lead to better resulte in all these respects, there would
be no justification for continuance of controls. If however, controlled regimes
ghow results which are to be preferred to chaotic conditions likely to follow on
decoantrol, controls should not be abolished merely because of certain defects
in their working. Not abolition but the improvement of the system of controls
will have to be undertaken especially if long term plans involve regulstion and
directii:!u of economic activity by the State. :

90, Difficulties of transport and lack of public confidence will necessitate
larger then normal ‘‘pipe line’’ supplies on decontrol. Decontrel cannot be
safely recommended until supplies of essential consumer goods reached at least,
the pre.war per heed level, )

21. Monetary deflation for bringing down the levela of prices has been urged
as an alternative to controls. It is not certain if deflationary measures will
be effective; even if effective, their incidence will be universal and indiscrimi-
nate and they will have an adverse. effect on productive activity which will be

_ highly undesirable. : '

22, It is extremely urgent that Government should formulate a definite
policy towards controls and should announce it early. H the regime of controls
is to be continued, it should be integrated, Provincial Goverrments convinced
of its merits and the public educated in ite objectives and in the proper respouse
expected to it. T .

GIPD—B2—8 183 FD—19-0-47—400,



