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SUMMARY OF THE REPORT • 

. . 1. It is necessary to raise the standard of living of Objoftil•-. 
the agriculturist and the agricultural labourer to· the 
highest possible level by taking immediate steps : (') to 
increase agricultural production to the maximum extent 
possible and (ii) to improve agricultural efficiency in all. 
directions. 

2. This calls for a policy of active State·assistance 
to agricultu•.e, adequate measures of agricultural improve· 
ment and an intensive pro~ramme of agricaltural develop­
ment and investment so as to develop the resources of the 
country. 1'he t•esourcas are sufficiently large to enable 
the necu,1;ary expansion in production to take place • 

. 3. A policy of active State assistance to agricultUI·e 
has been followed in many countries since the depression 
?f the _lll30's. Some steps have been taken in this respeoi 
m India as well, l''" ticularly since the outbreak of the 
war. 1'he Government of India have declared in thoir 
statement of policy on Agriculture and Food that the 
•um of their objectives is an expanding production and 
consumption and adequate purchasing power in the hand• 
of the people. · 

4. For achieving this objective it is n('lcessary to have 
. a coordinated programme consisting of a number of diffe­
rent measures, partly technical and partly eoonomio, 
integrated m a suitable manner. 

5. The technical problem is to secure an inorease 
in the productivity of the land through an all-round drive 
for great"r efficiency in agricuiture. '!'his calls fo~ an . 
intensive application . of scientific knowledge to agricul­
tme and a oon•iderahle expan•ion in the n01·mal research; 
training and extension activities of the centra.! and provin­
cial departments of agriculture. 

6. The econoinic problem is to bring about the 
largest increase possible in the national income from 
agriculture a.nd to secure its equit.able distribution. This 
can be achleved by reduction in the costs ·Of production 
per unit of produce through greater efficiency of produc­
tion, adjustment of rent and other charges, grant or subsi­
dies of varion11 kinds to low-income groups of I>roducel"ll 

Mothodo <>f ,....,au •. 
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and reform of land tenure. ·A programme of generd 
ftconomio development creating f»esh avenues of employ­
mEnt in large scale and small-scale industries, supported! 
by a monetary poliey designed to maintain em-ployment, 
incomes, and. purchasing powe~ at a satisfactory !eve~ 
are a-lso essential steps towards securing this eDd. Each 
of these measures has its importance and thei~ simultane­
Otls adoption is necessary for the comprehensive develop• 
men_t of agriculture. 

The·~ fer · 7.. In ceYtain circumstances howeve1 it may be aeces­
~~:i"on. · sary to go further and adopt measures such aa guaranteed: 

prices so as to seeure- comparative stability of agricultural 
·prices and incomes, in the f&ce of seasonal· and cyclical 
fluctua.ti.ons as well as to establish a r"Menable parity­
batwe-.en agricultural and indnstrial incomes. The guaran­
tee of an assured m~rket for agricultural produce st a 

.remuneTative minimum price constitutes the mest direct 
and effective- form of assistance. It is a:n essential part 
of a nation-wide drive- to raise agricultural productivity 
and output. Some- of us, in fact, consid<'r .that a~· _the­
other measure" combined will not succeed In attammg 
.the obj:ective!r_ i~ view unless the producer is guaranteed -
a. remunerative- minimum price for his produce. 

8. Agriculture involves a high degree of risk, parti­
oularly under Indian conditions, where it is exposed to 
the- vagaries of the monsoon and other climatic factors. 
as also to dams ge on a large scale by pests and diseasell". 
froduction is therefore subject to wide fluctuations. In 
addition! th~ agricultural producer is faced with the ria~ 
of a fallm prwes which may be so hef!cVY as to render sgrt­
~ulture u~remunsrative to the majority of producers. It 
'" 'essentu~l for the State to take such action as may be­
feasible to safeguard the producer from these risks and 
make his occupation lass of a gamble. This is all the more­
necessary in India whore agriculture is carried on by 1> 
Jarge number of small and unorganised producers, who 
cannot adopt new techniques ·or invest in improvements 
or avail themselves of the facilities offered by the State, 
unless they have a reasonable assurance in regard to the­
price which their surplus produce will fetch in the market. 

9. A policy design~d to increase the national s gri· 
cultural production to its optimum potential, cormotes an 
'' economy of abundance " in which there exists under 
certain conditions the danger of the supply of the produce-



iii 

concerned exceeding the effective demand, with a oonae­
quent fall of prices. In the absence of any effective 
measures to stabilize prices at economic levels, the pro• 
ducer will have to suffer the penalty of receiving uneeo· 
nomic prices for the produce he markets, in return for hia 
enterprize in increasing the productivity of hia land. 
This anomalous state of affairs can be rectified only by 

· guaranteeing him minimum floor prices for hia produce. 

10. Again, the cultivator haa to meet his fixed 
obligations such as land revenue, rent, interest and other 
charges fro.m a fluctuating income which in most casea 
is barely sufficient for his subsistence. He is therefore 
usually in d~bt. He sticks to his occupation only because 
to him, 9-griculture is a way of life rather than a business 
for p1ofit. · 

11. In these circumstances, the agricultural ptoducer 
can be exp~cted to co-operate more readily in a. drive for 
the expansion of production and increase in' its efficiency, 
if he has th.e assurance that his product> will in any event 
~etch .a price not lower than a given minimum. ·. The 
mcentive offered by the guarantee of a minimum price 
il! direct and general in its incidence, is "easily understood 
by the producer and evokes his willing reepouse. Such 
a. guarantee has therefore to be an e11ential part of any 
policy of &lll"icultural developm~nt. 

12. The effeative guarantee of a minimum price will 
not only introduce an element of stability in agriculture, 
but will also· promote stability in other spheres of economic 
life, and will assist in securing a general rise in nation&} 
income. The maintenance of tht> income of the agricul· 
turist at a satisfactory lov<"l will provide a lo.rge home 
market for the products of Indian industries and encourage 
their development. It will maintain the revenues of the 
Provincial Governments, bocause of its direct effects on 
la!ld revenue and water" charges, and its .indirect effect& 
on the yield of other sources of revenue. It will increal!6 
the remunerativeness of public works in thl! sphere of 
agriculture. It will ma.inta.in the value of the only secu­
rity tha.t the agriculturist can offer, increase his credit 
o.nd promote the development of marketing and credit 
organisations. The guarantee o.f a minimum price, which 
introduces a.n element of ata.bility in &gricultur&l incomes, 

.is thus a measure of pivotal importance for general eoo• 
. nomic development. 
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. 13. It is pf. course . necessary to- en8ure 'tha.t tb.e 
.measures taken for the implementation of the gua.ra.ntee 
_..re-such tha.t the benefits re~Wh-those for whom they a.re 
-~hiefly intended, .viz.,. the sm.a.ll: culthrQotors a.nd -agricul­
tural labourers< who. are pa.rt1cula.rly :'lulnera.ble .to . the­
hazards of agricultme and who ha.'le a. stronger, ~!aim 
to State protection than the bigger la.ndlords. 

14. It is equally necessary to. safeguard the interests. 
of :consumers- :bY .preYenting prices from _rising b_eyond 
a prescribed maximum. In addition to-fixing a. maximum 
price, the S.tate should give special protection ~o the more­
vulnerable and poo~r . classes of society by granting, 
Where nec~sary, subsulies on consum-ption. 

15. In short the guiding principle of -.. policy of price 
aup)lort shourd·be to fix priceswithiR a. range which would! 
be fair both to the producer and to the consumer and be 
capa.ble 6f being enforced in· practice. This will necea­
sita.te & gu&ra.ntee by the- State to purcha.se all: stook10 
offered to it a.t the minimum price and a.n .undertaking 
~o relea,ae stocks'a.t a pri_ce n'ot exceeding t)le lllaximum. 

18. '.The adoption of a policy of pri-ce support ~ 'Indi& 
s~ould not present serious difficuLties .. Such a. policy 
is a.lrea.dy in force in many other countHea .such aa the­
u:S.A.;Ca.na.da, U.K .• etc. The tren.d of world develop. 
menta is to co-ordinate these national policies through 
interna.tional organizations like theF.A.O., and the proposed 
International Trade Organisation and 'Commodity ·Com. 
missions in a. manner which will reduce undue -fluctua.. 
l:ione aad tend to stabilise · agricultural prices on a. 
world-wide sca.le·. 

17. Though our report concentrates mainly on th& 
specific problems of price policy, we must emphasise the 
necessity of a simult.aneo'us adoption of a wide variety 
of other measures of agricultural and general economic 
development a.nd a. complementary monetary policy. 
An expansion of gainful employment and an increase in 
rea.! wealtAl must ultimately result in a. ready market 
for all a.grioultnral produce and in a permanent improve. 
ment in the standard of living of the agriculturist. 

18. A fa.ir price aa we would define it, is such a.a would 
leave to the producer an income sufficient to maintain hi111 
·and his family at a sta.nda.rd of life equivalent tG tha.t 



enjoyed by comparable cla~~es of the population. 'l'hil 
implies th&t due allowance should be made for the costa 
of such goods and · service~ as make up a -reasonable 
standard of living for cultivators as a class, 

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

20. Further, a fair price should be such as would en• 
able the produo<>r to po y a fair level of wage• to the agri• 
cultural labourer, so that the latter also may enjoy a stan· 
dard of life equivalent to thll.t of other comparable clll.ssel 
of the population. 

21. The .detcrmina.tion .of a fair price thue ent~>.illl 
cnlcula.tion of the coats of the· different items which enter 
into the eosts of prodnction and the. costs of living in dif· 
ferent pa.rts of the ooun-try. . These cosh va.ry widely 
aooording to Boil a.nd dimatic conditions, crops produced, 
,ize of holding and scvoJal othrr-.faotors. They c~tn only 
be e.~timated by detailed and contihuous enquiries spe~ 
efp,Uy pla.nned and conducted with thi2 object. 

22. It is therefore neoeasar:)t to take ea.rly' stepa to 
crep,te"' suita.ble machinery for the collection of data l'll• 

l:tting to these coats. Priorit:~; should ~e given to the cOl• 
Jeotion of reliable data rega.rdwg the yu>ld per I'Crll of th11 
principal crops so as to provide the me~>.ns for ll.e~(}BBing tho 
expected pt•ogreRsive inoreasll in ~>.grloultura.l ~>fficiency. 
In the permanently settled a.r~as, early action is needed for 
the collection of accurate d~>.ta. rela.Mng also to the acr!'aflt>l 
under different orops. The neoesaa.ry ma.ohlnery should bl 
2et up forthwith ~>.nd placed on a permll.nent footiniJ. 

23. Until thll rolevll.nt data beoo.ll!e Ava.llllble, it will be 
nece,a~try to proceed on A ltlss sohmt!flo baA Is o,nd mp,lnt~ In 
Agricultural prices a.t reasono.ble padty with agricultural 
oo•bs Agrioulturo.l prices ·refer to the prices received by tha a.grloulturl~t for his produoG, .Agrloultur!ll cooiil 
refer to the pr!~es p11-id by th11 !lgt•loulturl~t fo! tbc goods 
and aervloea entering in, to his eoatw of produotHJl!. and bls 
cosis of ll'l'lll~· 
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~4. The most appropriate way of arriving .at such & 

parity is to proceed on the basis of the relationship between 
the ~gricultura.l prices a.nd the agricultural costs whJCh res­
pocliw.ry prevailed during a particular ptoriod in the pa~t 
. when >uch r~lationship w~s commonly accepted to be fa1r 
to o.H tho interests concerned;. adjustments should be 
mado thorei~, where necessary in the light of changes in 
tho b<'sic factors o,ffocting tho costs of production and 
the costs of living. As howover comprehensive data of 
th~1se costs are not available·, it is necessary to wo1·k on 
the basis of the available prices of a fow principal com­
ponents of ·these costs. 

25. For this purpose the prices of cloth, kerosene, 
salt, gur, sweet oil, iron and steel (representing agricul-. 
tura.i impl"monts), bullocks, manures, oiloakes and fodder 
(ropresenting cattle feeds), a.nd other such items mav be­
regarded· as fairly represenoative of the variable 'items 
in agricultural custs. S01ita.hle weights· will have to be­
attached to these ito"?"• depending on the extent to which 
they nor.me,lly on tar mt.o the co~ts of production and the 
costs ofhvmg. DHe allowance \nll also have to b d f 
the fact that certain items in these cost e.ma e or 
reven:ue, rent, irrigation rates and ii t s tsuch as land 
normally n•latively stable in charact 

1 
eres charges are cr. 

26. The most suitable pcriou in th · 
a. base-periou f•,r purposes of pttrity . tr pas~ for use ao 
1924-25 to 19~8-29. 'l'he aim sh 1~

8 10 qUinquennium 
~arne relatio~ship b···twecn agrie~;~ur~le to. maintain th& 
mdox of agnculturft] costs as · . prtccs and the 
"-nci to dotcrmino the fair ·pl'ic !'reva.IIcd~ in tho baso·pcriod 

es u.ccor 1nrly . 

. 27. It m<Ly not be posdblo ho , 
pr1~os, S? arn:rc~tl at, b<;<;a_u~e ~\ever~(}- enfor~e the fair 
It IS bRsides difticu]t \.o pe~ mar~~[ra?tical d1ffi~ulties. 
cubr point, a.s distingui•lu•d fro . P~lces at any parti­
corl "'in range. The polioy 1 m ldegglllg them within " 
minimum and maximum pri s IOU therefore be to fix 
pric.,s. ces, on the basis of the fair 

28. The minimum and tl . . 
the wh~lesaleyrices in the m~u%"'Xllllum prices represen~ 
sale priCes w11l fluctuate 'th' s a~d the market wh 1 
a.ctually received by the Wlr ~n th1s ra.uge, 'l'he pr~c:­
]ower, a.nd the retail price~ ~t uce~s may be somewha: 
sold to the consumers 80 h Which the commod't · 
wholesale prices. · mew &t .higher than the n: .. ;k~~· 
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29. In the transition period, during which the controls 
initiated during the war may continue, the minimum price 
"lwuid be fixed at not less than the fair parity price and 
all the produce that is offered to Government should be 
pure based !_.y it at that price. 

30. In the po"t-transition period, when normal supply 
ut.d demand conditions may be restored, the minimum price 
uH•Y have to be fixed at a level below the fair parity price 
as indieutod in paras 31 and 32. 

31. In fixing the minimum price it will be necessary 
to take into account the relation between agricultural 
pricos and the genera! level of prices in the country; there­
lation between price trends in India and abroad; any 
goneral assistance given to Agriculture by the State 
through other measures such as'subsidies, remission ofland 
rovenue and other dues, etc.: and above all, the financia.l 
resources available to the State for the implementation 
of the price guarantee. 

32. In certain circumstances, it may be considered 
necessary es a matter of State policy, to reduce tho general 
le,vel of prices for overall economic reasons. Since the 
]•rices of foodgrains and agricul~ural_raw materials occupy 
a crucial p<;sition in the domestic prwe structure, a reduc­
tion in· agricultural price" may be a necessary prelimi­
narY to a general pdce r<'dnction. Slwuld such a reduction . 
~ec;me ncces"ary, it should not exceed 12,%, ·i.e. two 
tcnn:\8 in the rupee of the current fair parity prices in any 
orw year', and once a rnduction !:as tllll~ been made, no 
further reduction should be uffocted durmg the.crop year; 

33. The consideration of. the. factors _r~ferred to _in 
. 31 nnd 32 may result Ill cucumscnbmg the prm-

Jl!,mS ~ • . t d h . . 
cble of fair parity prices to some oxten · an t e ~1mm~m 

1
1;ce fixed roay consequently be lower than the fazr panty 

p · In order that a limit may be placed to the reduc-
l '"1ce. · · · t f fh r t .- · th f· 1·r paritv pr1ce on accoun o · e ,ac ors men-
twn m e u · S b "tt fth . d ftlremembersofthe u -commr eeareo e 
twne , some o . h ld t b r· d t · · th t tl 6 minimum priCe s on no e 1xe a a 
VlOW a I . • b th 121o1 
level lower than the fair par1ty prrce ! more an , 'I ,to• 

· h'l th e1nbers of the Sub-commrttee are of opmwn 
w I e o er m d th d' t' f 

1, "tntr"on should be place upon · e. 1scro 1011 o 
thatno IIDl Q • h" t 

• 6 fr'•·ing authority m t IS respec ·· the pnc . ~ 
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3_4. The ma>·ket prices ahould under no circumstanc~ 
be permitted to fall in future below a rock-bottom mini­
mum lave_!. ··· This limit is set" by the fixed elements in 
agricultural costs and a fall in the inarket prices below 
this level will upset the economic balance of the country 
side. The sub-committee are unanimous in the view that the­
State should undertake the obligation ·to prevent prices. 
from falling below such a. rock-bottom minimum. Some 
members of the sub-committee consider that this under­
taking should operate only for the next five years after 
which the position may -be reviewed afresh in the light 
of the general principles laid down, while other members 
of the sub-committee consider that it should operate as a 
permanent part of policy. As regard~ the actual level of 
the rock-bottom minim tim some members of the sub­
committee hold the view th~t 'it should be equivalent to 
the average price of the commodity concerned in the prin­
cipal producing areas, during the quinqu.,nnium 1924-25 
to 1928-29, e.g. Rs .. 4/8/"·per: md. for wheat at Ly':"llp~1r 
with prices of other commodities in normal parity Wit,h.It; 
oth<'r members are of opinion that it should be 25% ahovs 
this average, i.e. Rs. 5/10/· per maund for wheat at 
Lyall pur wi-th similar differentials for other conunodities. 

I 

· 35. In certain circumstances a ·serious fall in indus­
trial prices rnay be brought abo1~t by ext-raneons .f~ctors 
and the pa~ity approach to the pl·oblems of stability In 
agricultural prices may not succeed in avoiding a parallel 
fall . .in agricultural prices. Hence Govern·ment ~hould 
a.uopt a policy of preventing v.ny sudden coll&pse of wdu•­
trial prices, 

36, The muumum price should be deter~ined a;ul' 
announced well in advance of sowing operations. 'Ihs 
price so announced should not be changed during the. crop. 
year. The position should be reviewed and a smtable 
minimum price fixed for the next year as may be-warranteq 
by changes in tile detflrmining factors. 

37. The minimum price for a commodity sl~ould. b_e­
caloulated for the principal producing areas. ~ e Jd1.nt~ 
mum prices for other-areas should be worked out Yak ~ng 
to this figure the normal costs of transport, mar ettng 
and other incid"ntal expenses. 

38. The minimum price should :norwallY be calcu~ated 
on the basis of the fair averags quality of the pro ~ot. 
Suitable differentials should then. bet ~~ollowed in reepoo of 
difforent gr11odes 11ond qu11olities. 



39. In order to protect the interests of the consumers (•) I 
tho State should aim at maintaining the wholeS&le price 
below a pre,determined maximum. 

40. The maximum price should be based on the mini­
mum price, making allowance for the normal trade differen­
tials, the storage charges, and the market fluctuations in 
supply and demand:. The margin between the minimum 
and ihe maximum price should not be so high as to en­
courage epeculation nor so low as to hamper the market. 
Further the maximum price should under no circumstances 
be lower than the ~air parity price. It should be fixed 
at 25% above the minimum price, or alternatively at the 
fair parit.y price, whichever level is higher. 

41. The maximum price should be announced as soon 
as the crop prospects are known and in any case not later 
thall tbe beginning of the harvest season. The price so 
fi:&ed should normally remain in force for a year and ohould 
not be altered in tho interval. 

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

48. The maximum price should normally be c~lculated 
on the basis of the fair average quality of the produot. 
Suitable differentialB should then be allowed in respect 
of different grades and qualities. 

. 44. The fixation of a minimum price win reqnire 
that Government should guarantee to purchase all supplies 
offered to it at that price in order to counteract any ten­
dency for the market price to fall belew. the prescribed 
minimum. Suitable arrangements should be made for 
this purpose at an adE>qua.te number of important ma.rketing 
centres in the country, within rea.sonably .easy aacesa to 
cultivators. · 

45. In order to enforoe these prices at the minimum 
level, it may be necessary for the State to regula.te foreign 
tr~:~de (especially imports) by meana of tariffs, quotas and 
State trading. Any international commitments under• 
taken by India in the future should also be consistent 
with the requirements of price policy. In order to ensure 
that the benefits of price-fixation reach those for who111 
it is intended, it may be necessary to .!'egulate a.grioultural 

· wases and renta. 
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46. The State should ha.ve special powers, (a) to regu­
late acceage under individual crops in a. particular aro& 
or on au all-India basis, and (b) to enforce adequate stan­
dards of land management. 

47. The fixation of maximum· prices will require that 
when prices tend to move above the prescribed maximum, · 
the State .should provide supplies to· the market by sales 
from its own stocks, at a price not exceeding the maximum. 
Suitable arrangements should be made for this purpose. 

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

49. The State has thus to be prepared to make eff.,c­
tive both t.he minimum price and the maximum price, as 
circumstances may make necessary, and the machin!1ry of 
enforcement should be so devised that it will L'e capable of 
effectively dealing with either situation. 

50. The success of State Policy in maintaining market 
, prices within the range set by the minimum and the maxi­
mum will depend largely on the capacity of the State to 
influonco the supply in the market, by withdrawing a ]Jart 
Of the supply through its purchases and by adding to the 
supply through its sales, as may be necessary. These 
purchase and sale operations involve the building up of 
national reserve stocks and also the regulB,tion of imports 
and exports. 

51. In addition to tho reserve stocks which must be 
held by or under the control of the State for maintaining 
market prices within the range fixed, regard must also 
be had to the need for making provision for meeting emer­
gency deficits. Dwing to the vagaries of the monsoon, 
abnormal deficit in crop production may ensue in any yellr. 
These deficits, associated with famine conditions, cannot 
be met from the reserve stocks built up for the e~aforce­
ment of the price policy without prejudicing its effective­
ness. As imports to meet such emergencies cannot be 
assured at short nqtice, the State should hold additional 
emergency reserve atocka for thia purpose. 



62. It will not be possible in practice to maintain 
two separate reserv-es, one for the enforcement of price 
policy and the other for meeting emergencies. They should 
form one national composite reserve. This reserve will be 
exclusive of the current requirements which will be met by 
current resources, consisting of internal production plus 
net imports. 

53. As and when internal production is stepped up sci 
as to wipe out the current deficit which has to be met 
by imports, the reserve stocks should be built up from 
the internal surplus. In the interim period, the reserve 
stock~ have tt:> be built up from imports. 

54. The financial resources necessary for the en­
forcement of price policy may be classified into fixed 
capital, working capital and operating costs. Fixed 
capital will be required mttinly for the construction of the 
nHcossary storage accommodation. v\'orking capital will 
be required for the holdin!( of reserve stocks, for meeting 
the expenses involved in the turnover and for carrying out 
pur~hase and sale operations. Operating costs will include 
t~1e _mterost on the fixod and working capital, the depro· 
ma tJOn on and maintenance of godowns, the deterioration 
of the reserve stocks, transport ttnd handling charges 
and expenses on account of staff, etq . 

. 55: The principle• referred to above for the deter• 
llllll"'twn of minimum and maximum prices should be 
applied to tho principal foodgrains, rice, wheat, jowar and 
ba,jra. Their prices are likely to influence those of other 
food crops. · 

56. There is diffexence of opinion in the Sub-qommittee 
regarding the size of the reserve stocks of foodgrains to be 
maintained for stabilizing prices and for· meeting emer­
gencies. It is felt by some members of the Sub-committee 
that the composite reserve stocks should be of the order 
of I! million tons, while other members of the Sub-com­
mittee are of the ·view that stocks of the order of 3 million 
tons are ·called for. The subsequent calculations are 
based on stocks of lt million tons," since the Sub-com­
mittee are agreed that stocks should in no caae be lower 
than, this figure. 

57. The location of these reserve stocks will have to 
be ·daterminsd after due investigation. .A part of the 



atockl5 may ha.vo to. be kept in the surplus-producing areas, 
and a part at selected ports. Suitable centres for locating. 
these reserves will have to be selected and the actual size 
of the storage depots ~t each place determined in the 
light of the arrivals of grain and the normal turno-ver. • 

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

59. The type of storage ac~ommodation necessa~y will 
depend upon the proportion in which different grams are 
held in reserve, the suitability of bagged and bulk storage­
for each type of grain and the local conditione in the selec: 
ted centres. The respective advantages of the Khatt1 
and the elevator type of storage also need consideration~ 
The State should construct storage depots for its reserve 
stocks at its own cost, and take steps to secure the co_ns­
truction of approved types of storage by th~ trade at _Im ­
portant centres and by the railways at railway statwna 
and main transit points. 

· 60. Even with the most suitable arrangements for 
storage, provision will have to be made for the regular 
turnover of the stocks so that they may not deteriorat& 
unduly. 'l'he methQd of tumover neods to be CCJ.refully 
worked out in the light of the condition of stocks. 

61. The various problems relating to storage should be 
.carefully examined in consultation wit h Provinc~s, Ste.tea 
~nd the interests concerned. 

62. The fixed y&pite.l for.tho construction of godowns 
for two million tons of foodgrains may be estimat&ld a.t 
about Ra. 6.2 orores. The working co.pital on the basis of 
an estimated average price of Rs. 8 per maund for reserve 
stocks of Ii million tons of foodgrains may amount to­
Rs. 32 orores. The annual operating cost may be _esti­
mated at Rs. 2.67 crores. It is not however posE-ible tc:>· 
eBtime.te the losses which may occur in an effort to main ­
ta.in the minimum prices iu the event of a world depreesion. 
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63. In view of th& faot that the arrangements proposed 
will introduce an element of stability in the production 

·of food grains of the value of Rs. 87 0 crores, and will 
provide a sense of security in the lives of a vast majority 
of the population, a capital investment of Rs. 38.2 crores 
and an operating cost of Rs. 2.67 crores a year is a rela· · 
tively small price to pay, especially as over a course of 
years it may be recovered, in large part if not entirely, 
out of the profits of the operations. 

. 64. The principles of price-policy recommended by us 
will ala':' app~y to commercial crops, but the mode of imple· 
mentation will have to be modified to suit the special cir· 
cumstances of each crop. The prices of such crops are 
already being regulated in certain oases, and the existing 
schemes of rt>gulation should be adapted to the principles 
recommended. 

65. T~e pr!ces of the products of animal husbandry 
such as mllk, f1sh and eggs and of oth~r perishable agri­
cultural produce .such as vegetables and fruits, should be 
regulated by the Provincial and State Governments on a 
local.or regional basis, according to. the extent to which the 
markets for these products arc loca.lised. . They should also 
take stops to improve cold storage facilities for su~h 
products and transport · organisations should provide 
refrigerated transport. When these facilities have suf­

. ficiently developed, and the market for such products 
has bocomo more integrated, the question of the regulation 
of those prices on an all-India basis may be examined. 

66. Suitable adlninistrative and executive maohinery 
should be set up in order to carry ou~ the three-~old func­
tions involved, viz., ~i) the formulation and la.YJng down 
of the policy to be . adopted, (ii) the determination of 
minimum and maximum priaes, and (iii) the enforcement 
.of the prices fixed. 

67. For this purpose, an aU-India Agricultural Prices 
Council should be set up consisting of representatives of 
the Central, Provincial and State Governmente at minis­
terial level. It will derive its powers by voluntary agree• 
ment and cooperation between the Centre, the Provinces 
and the States. A convention should be established 
that the recommendations of the Council will be imple· 
mented by the member nnit.e. · 
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68. The determination of prices is e. semi-judicial 
function and the body entrusted with the work should 
be distinct from the body set up for the enforcement of 
prices through market operations. The All-India A~ri­
cultural Prices Council should therefore set up two bod1es, 
one a Price Determination Commission and the other, 
a Commodity Corporation, both working directly under 
itself. 

69. The Price Determination Commission should 
consist of three members including the Chairman, all of 
whom should be whole-time officers. Tho Chairman 
should possess wide judicial or administrative experience. 
The other members should be persons wit.h CJU11lifications 
in agriculture and economics, respectively. 

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

71. On the basis of the recommendations of the 
Price Determination Commission, the AU-India Agricul· 
tural Prices Council will fix a set of prices, both minimum 
and maximum, for different crops in different regions, 
taking into account the principle of fairness, the difficul· 
ties of enforcement and other relevant factors. It should 
normally accept the recommendations of the Commission 
un~ess it considers that there are grave reasons for not 
domg so. After fixing the. prices, it will require ~he 
Co~modity Corporation to take necessary executive 
act10n for enforcing the prices fixed. 

72, The Commodity Corpo~ation should consist of 
three members including the Chairman. The Chairman 
lhould possess wide administrative experience. One of 
the me~bers should have practical experience of commerce 
and busmees and the other of banking and finance . . 

73, The Corporation will take such measures as may be 
:.ece~sary to make the prices fixed by the Council effec· 
I~ve ~n the market. It will regulate imports and exports. 
f ~II ma~tain the reserve stocks and ensure t-he renewal 

~ t e phystcalstocka from time to time. It will guaran• 
-

60 0 purchase all that is offered to it at the minimum price 
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fixed and will undertake to sell froin its stocks at the 
maximum. price. In practice, it may have to operate 
as soon as market prices show a tendency to move beyond 
the range fixed. It will be free to buy or seii in the market 
at any price within t!ie fixed range for building up or 
turning over its reserve stocks. Subject to these consi· 
der.ations, it will work on business linea. 

74. In order to carry out these functions the 
Corporation should have a Board of Directors consisting 
of three persons including the Chairman. The affairs of 
the Corporation should be administered .by a· Manager 
under the general supervision and direction of the Board 
of Directors. There should be 11 deputy manager in 
charge of each commodity or a group of commodities 
such as millets and a deputy manager. or deputy managers 
in charge of important functions such as finance, ware­
housing, imports and exports etc. There should also be '!I 
deputy manager in charge of each Regional Office of the 
Corporation. 

An Advisory Committee, consisting of different rep· 
resent1tives of the different interests concerned, should ba 
1et up for each commodity or a group of commodities 
and for each important function. · 

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

76 The All-India Agricultural Prices Council and the 
d ·~strative machinery that it may set up may have to 

· ~ WI consider& ble expenditure in 01·der to enforce the · 
l'llCUl' . . . Th f' . I . . m and max1mum pnces. e manc1a resources 
m!niiDUry for the purpose should be contributed by the 
necessa C 1 p · · 1 d s 

t . · tl'ng Governments ( antra , rovmc1a an tate) 
Par !Clpa b d . h roportions 88 may e agree upon. m sue P . . 

· 
77 

The administrative machinery _should ?perate on 
. ;ss liMB· It is suggested that such prof1ts as may 

busm d in the first five years should be allocated to a 
be·ma e Fund while the losses, if any, sustained during 
Reserve period should be shared by the participating 
the same ts in an agreed proportion. In subsequent 
G:a~:r~:eefosses, if any, should be· met from. the Reserve 
Y d t h an extent as may be determmed by the 
Fun ° sue · t b t 'b t' f h il 1 he b~ la noe bemg me y oon r1 u 1ons rom t e 
Cou~c. '. ting Governments in a proportion mutu11Jly 
parttolp~ · 
agreed upon. 
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78. ~ The essentia.l preliminary measures for ~he settin~ 
· up of the All-India. Agricultur":l Prices Counc1l a~d the 

administrative machmery under 1t should be taken Without 
delay so that they may be able to take over their responsi­

. biliti~s at an early date. Some of the preliminary mea­
sures are:-

(i) The establishment of a Bureau of Economics 
· and Statistics for the collection of reliable data. of costs 

of production of crops, costs of living in rural areas, yield 
. per acre, etc. 

(ii) The procurement of the necessary. quantity of 
reserve stocks of the foodgrains selected for price-fixation. 
t~iz., rice, wheat, jowar and ba.}ra. 

(iii) The 'construction of the ~u.ece~sary st0raga. 
accommodation . 

. 

(iv) The selection and appointment, in collaboration 
with Provinces and States, of suitable trade or other· 
agencies for carrying out purchase and sale operation~ 
iB their respective areas. 

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

?9. In _the meantime, i.e., nntil the All-India Agri­
cultural Prices Council is .-stablished and the necessary 
machinery set up, the system of work developed by the 
different governments in India during wartime should be 
continued, with such modifications as may be necessary 
in the light of the principles of policy recommended in thi~ 
report. 

. -80 •. Though the price policy is conceived primaril;y 
1n the 1nterest$ of the actual tiller of the soiL and the agrl­
?~turallab~urer, the expenditure of publio funds that 
1t mvolves Wlll benefit both the producer and the consumer. 
~n order .to reinforce the price policy and to ensure that 
1ts benef1tsresch those for whom it ia intended, the State 
should take such ancillary measures as may be necessary. 
These measures have been dealt with a.t length in the 
reports of a number of other committees and commissions. 
b11;t the more important of them may be indicated in 
brief. 
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81. Stepa should be taken to improve the existing 
system of the marketing of agricultural produce by measurea 
auch. as the establishment of regulated markets, the li­
oensmg of dealers, ·the grading of produce and the develop­
ment of co-operative marketing, so that the benefits ofthe 
guaranteed price may not be monopolised by the traders. 

82. The business of money-lending should be regu­
lated by appropriate legislation. In cases where the 
producer is required to part with his produce to his credi­
tors, the produce should be v~lued at a price not lower 
than the guaranteed minimum price. The rural credit 
aystem should be improved by the extension of co-opera­
tive credit and the setting up of credit corporations. 
The Sub-committee on Agricultural Finance of the Policy 
Committee on Agriculture, Forestry and Fisheries has 
already made detailed recommendations. in this connec­
tion. 

83. The land tenure l.yatem should be reformed where 
necessary so as to give the tiller of the soil security againsi 
enhancement of rent and o_ther dues, as a.lso against 
~jectment, and provide him with. sufficient incentive to 
efftJct improvements and increase~ the~ efficiency of pro­
duction. 

84. Legislative or other action should be taken to 
secure an adequate -minimum wage to the agriculture>.! 
labourer. 

811 The producer should be required to maintain ~~oil 
adequ.ate standard of m~nagem~nt and utilisation of land. 
The State should acqmre special powers to compel re­
a!citrant farmtJrs and landlords to conform to minimum 

:tandards of efficiency and w~ere necessary the State 
should take over the land for this purposo. 

86 Tho State should organise a sustained drive to 
seour; increased. pro~uctiond an~1 greater efficiency, by 
oarrying out ant1-eros10n an sOl . co!lseryanoy measures, 
undertaking irrigation works, dist.ributmg goo~ . seed1, 
manures, implements and other agncultur~l _reqUisite~ on · 
a subsidised baiiill where necessary and provuling technical 

advice. 
87. 'rho excessively s.mall holdii~ge 80 ohar~cterietio of 

Indian agriculture constltute a ner10us hand1ce.p to the 



(xvili) 

Aioption of improvementa in farming technique. An 
ntehsive effort should be made to consolidate fragmented 

.holdings and to promote a change-over from individual 
farming of uneconomic small holding\ on a family basis 
to f~u·ming of the entire village area on a co-operative basis. 

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

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

90. The success of a programme of ·development 
depends on tho active and willing co-operation of the people. 
The cultivators should have the feeling of participating 
in a. policy which is .of their own making and which is not 
.imposed from above. I t is therefore necessary to consti­
tute associations representing different agricultural in­
terests, on a village, tehsil, .district and province-wide 
basis. The organisation should be carefully built up 
from below, based on the village as the smallest unit. 
These associations should be organically related to the 
formulation and execution of polio~' and to the exercis& 
of the special and roserve power s of Govsrnment, so that 
the measures taken may be ba..sed on the willing consent 
of the people. · 

91. A policy of price-fixation is considered in some 
gu~rters to be superflous in the belief that the general· 
scarcity of supply will prevent any large fall . in agricul-

, tural prices. Although agricultural price~ may be main­
tained for some time to come and the forces conductiv& 
to a general depression in prices temporarily held in check, 
the danger of a. slump in agricultural price-s will arise 
when conditions settle down and cultivation return.s 
to normal in the countries affected by the war. In the· 
circumstances, it will be unwise to rely upon an automatic­
maintenance of prices in the absence of coherent policy. 

· A coherent internal policy is also necessary in order to .. 
link up with any international commodity arrangements 
to which India may be a party in the future. An adminis· 
trative machinery for stl'l.bilising prices ·cannot be built 
overnight but will take some years before it can be fashioned 
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ct i r.itio into a.n instrument of real &ffectiveness. .A. 
;.o_;cy of price-fixation should t herefm-e be adopted and 
:he nucleus of the necessary machinery set up, without 
delay. 

92. In the formulation of the programme, the objec­
tives of policy as well as t he machinery for its execution 
need t o be adjusted to the facts of financial resources and 
administrative personnel. The difficulties arising out of 
these factors will be considerable in the initial years and 
hence a flexible programme of action is proposed. It is 
designed to begin with modest and limited aims, and to 
advance in gradual stages to its final objective. 

93. The immediate objective should be to fix pricsa 
at a level which will be as fair as it is practicable to en­
force, leading up to a level of prices which would be fair 
and equitable. In the initial stage the administra.ti~e 
machinery should undertake to support t he prices of only 
a few commodities such as the more important cereals, 
namely wheat, rice, jowar and bajra and the more impor­
tant co.mmercial crops, namely cotton, jute and sugarcane: 
Then as it acquires experience · and trains the necessary 
personnel , it should expand its scope of activity to other 
cr0ps. Ultimately it may take over similar functions 
relating to a.nimal husbt1nclry products. The tempo 
of development from ono stnge to another will naturally 
depend upon the prevailing circumstances. In order 
that the interests of the tlifferon t t erritorial units should 
be a.dequatoly reconciled, the programme should be im­
plemented through mutual co-operation on the one hand 
between Central, Provincial and State Governments and 
on the other hand between Government and Trade orga.­
nisatfons, utilising the normal channels of administration 
and business as far as possible. 

' 94. The recommendations in the Report of the Com­
mittee should form a.n integral part of a. general drive for 
agricultural an·d animal husbandry development. They 
should be 90n.sidered along with the recommendations 
oontained in other reports on connected problems, so that 
all of them taken together may provide a comprehensive 
plan of agricultural development. 



lNTRODUCTION.-

The Policy Committee on ·Agriculturc, Forestry 
and Fisheries, at its meeting ·heir! from the · 26th 
to 29th June, 1944, rccommeuderl thnt. Government 
should guarantee to producers an assured market at a 
remunemtivc price for agricultural produce and that 11 

sub-committee should be appointed to r<'port as to how to 
fix a remunerat-ive "price for the produce and to secure 
an assured market. for it.. In acconlanco with tho rccom· 
mrnrllltilm pf t-!'~ folir~· (:qmmittn, I !!r finrrmment of 
Jndin. n.ppoint.r>d n. Suh-Commit.fnf' virln Office Memo~ 

randum No. 28-16/44-P, dated the 23rd December, 1944; 
of the Education, Health and Lands Department. Tho 
sub-committee consisted of the following :-

(i) Sir V. T. Krishnamachari, lLG.s.r., K.c.r.E. 
(Chairman). 

-
(ii) The Honourab]., Mr. Ho;<s~tin Imam. 

(iii) Sir Fazal I. Rahimtoola, G.I.E. _ 

(iv) Rao Bn.hadur N.R.Samiappa Mudaliar, M.L.c. 

(11) Dr. L. C. Ja:in. 
(11i) Mr. Roger Thomas, O.I.E.,'J.P. 

(vii) Khan Bahadur l\L A. Momin. 

("iii) R!lpresentative of· Edu~ation, Hr':_Hh and 
Lands Depnrtmrnt--B1r T'heroze Kharegat, 
c.I.E., I.O.B_. 

(tz) Reprcsentatiw of Firfanco Depart.ment­
:Mr. V •. Narhari Rao, o.s.r., c.r.E. 

(x) Represent.n.tive of Commetce D<>partment­
Sir Theodore Gn·gory, Kt. 

· (:~:i) Re.presentn,tive of Pl!mning r~;nd_ De..-elopmPnt 
Department--Prof. C. N. \· a.kJL 

·(:vii) Represent-ative of l!'oud Departn1ent­
. _ Dr. V. K. R. V. R-ao. 
(:viii) Rcpresentn,tive of lk~ervc Bank of India-

Dr. B. K. Madnn. · 
(xiv) Representative ->f tlc Tniinn 1%ates­

Sir R-ichard Allan. 

\\r R N"tiJ fit,-tl iRI-ir·a I Atlv ;(•r 1 ". t h0 Go\·rrn · 
~tr \·· , ... · ' '- ' · 1 r · !.I 1·. J' I ·it ion Ueal~h an:ll '.nr" >r·Jmrtmcn!-. at o n( Hl,, ~~ uc. , ' - . " 

~=~ app~inted Secretary of the sub-conuUJttee. 



2. Dr. V. K. R. V. Ra.o represented ·Food Depart· 
ment until the 2nd May 1946 and wM then replaced by 
:Mr. N. G. Abhyankar .. Sir Theodore Gregory r!'presen· 

·ted Commerce Department until tlw 28th Septe~ber, 
1946, after whioh date Mr. B. N. Adarkar was appomted 
in his place. Sir Riciiard A Han ;md Prof. C. N ·. Va~II 
ceased to be members of th<' Committee on termmatwn 
of their service with the Government of Baroda and the 
P, & D. Department, respectively and no fresh represen· 
tatives were appointed in their place. The sad death of 
Khan Bahadur Momin d"prived the sub-committee ofthe 
benefit of his !'dvice. 

' 3, The terms of reference oft ho sub-committee wer~> 
to consider (a) the principles on which producers' prices 
of agricultural produce, whether crops grown for indus­
trial purposes or food, or the produce of animal husbandry 
of all description should bo fixed; (b) the means by which 

·such . prices can be made effective and an assured 
market be provided, and to make. recommendations. 
The sub-committee was to report on its terms of . 
reference· in relation to conditions in the post-war 
period (i) in which •a substantial measure of Govorn­
ment control over the procurement, distribution and 
prices o' commoditiee exists and I :i) in which su~h contro; 
has been relaxed or abolisned and nomtal frade .>nd 
marketing conditions have been res ored 

4., The first meeting of' the sub-comm1· tee was held.at 
N.ew Delhi on the 9th. and lOth of March, 1945, 
when the Committee discuosed the plan flf i\.s work ahd 
drafted a questionnaire to be eirculatod to (i) the Provin~ 
cial Governments, who wore as1wd to consult all important 
interests within their Province, (ii) bodies like the Indian 
Central Cott.on a.nd Jute .Commit.tees, trade associations, 
Cha.mb.ers of Commerce and other organised bodies who 
were likely to be. interested and (iii) important persons 
whose opinion was likely to be helpful. The second 
meeting of the sub-aommittee was held at Bombay on the 
yth and 8th of May, 1!!45, at which there was a mutual 
m~erchangP. of vi~ws among the members of the sub-oo~­
mttt~e, o? the different questions raised in the qu~st•­
onnaire ~ITculated, and certain very tentative. conclusiOns 
were arrived at. The third meeting of the 11ub•oommittee 
was ~eldon the 17th and 18th September, 1945, at New 
Delhi at which the issue-s involved were considered further 
in the light oft he report ofthe Famine Enquiry Commission 
and the .replies received to the questionnaire. In aooor· . 
dance. WJth. iho ,.general trend of opinion revealed during 
the d!acuss1ons In the meeting, the Secretary prepared a 
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draft outline of the report together with a summary of 
the main conclusions and circulated it to the members for 
the consideration of the sub-committee at its fourth meeting 
held in Bombay from the 25th :May to the 30th May, 19,6. 
After detailed discussions, the sub-committee revised the 
main conclusions, and directed that the draft report be 
prepared in the light of the revised conclusions. The draft 
report was considered at the fifth and final meeting of the 
sub-committee,.held at -Jaipur from the 22nd October to 
the 25th October, was given final shape and adopted. 

5. We have divided our report .into ten separate 
chapters. In the first three chapters we state the problem, 
survey the manner in which it has been tackled in other 
countries and examine the . respective advantages of 
different methods of tackling it, In the fourth and fifth 
chapters, which are the crucial chapters, we _discuss the 
principles of price-fixation and price-enforcemimt.. In 
the sixth, seventh a.nd eighth ehapters, we apply these 
principles to the specific problems of food crops, commer­
cial crops and animal husbandry products and recommend 
a price policy for each of. these three groups of commo­
dities. The administrative machinery necessary to give 
effect to our proposals is described in chapter nine, and 
the various ancillary measures n~cessary to reinforce • 
the price policy are discussed in chapter ten, In the la.st 
and concluding chapter, we sum up our whole approach 
to the problem. 

6. We have been asked to report, in our terms of 
reference, with resp~ot to two types of conditions in the . 
post-war period-firstly, in· which a substantial measure 
of Government control over the procurement, distribution. 
and prices of commodities exists and eecondly, in which 
such control has been relaxed or abolished and normar 
trade and marketing conditions have been restored. 
Our proposals are b~tsed mainly on the assumption of 
conditions of the latter type. \V e are of opinion, however, 
that the general princjples of policy which we recommend 
are capable of applica~ion to t~e forn:'er type of condi­
tions as well,-which will prevail _durmg the transitional 

_period, though the scale ~f operatwns and ~he machinery 
employed during the perwd may not be different from 
whet they are at present. 

7. We wish to convey our thanks to the Provincial 
·and State Governments, tho -official and non-official orga· 
nisations and the individuals who have replied to our 
questionnaire and supplied useful data, ~e a!so wish 
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to express our thanks to the o~c!a.ls ofthe U._ S. Depar_t­
ruent of Agriculture and tho Mm1stry of AgrJCultu~e Ill 

thoU. K. with whom our Chairman had useful d1sculi· 
Hions and who supplied us with relevant literature. 

. 8. We are conscious of the delay in tho submi"sion 
of our report. As a result of the varied experience and 
outlook in 011r moinbership, there havu beon fundamen- · 
tal differences of approach and opinion amonggt us on 
the many aspects of our difficult problem. The delay has 
been due tq our anxiety to evolve !Ln agreed practicable 
scheme for .the solution of a problem which we consider 
·to be ono 9f the most crucit<l in the economy of the 
count~y, affecting the lives of many millions. We wish 
to make special mention of tho valuable assistance !(iven 
by two of our colleagues Mr. N. G .. Abhyanka.r a.nd 
Dr. B. K. Madan in p:ep3ring our rerort. We regret 
that some of the origine.l mem hers of the sub-committee 
have not remained with us till the completion of our 
work, for ree.sons already stated. 

9. We doeire to reoord our warm a. pprt~cia. tion of the 
services rendered to the sub-tommittee by our Secreterv . , 
Mr. W. R. Na.tu. The subject of our enquiry has been 
one which has hitherto received comparatively littlfl 
attention in India and he had to devote much. thought 
and research to the measures of price stabilisation 
adopt{)d in other c.ountries so as to . prepare memoranda 
on--the q\testion of their efficacy for the" u•e 0£ the 
sub-committee. There has also t cen the work of collatin" 

. information on problems relating to "·f(ricultnro in Indi;, 
ou whkh W." h~>vo, drawn freely in formulating the 
scheme suggested 111 our report. Finally, there ha" 
been the worlt of propo.ring a draft report, for our 
-approvn.!. Mr. Natu luu discharged theoe difficult clutiPs 
with great ability. 

10. We al8o wish to exprcHs our thanks to the staff 
under tle Secretary, _in puticuJ11r to :Mr. J. S. HtLj, who 
h~~ been e)o,wly associater\ wit.h t.l 13 ,v,-,rl• "·"'I to th<> 
otono(!mph~r" nn<l othllr ataff who have cheorfully put; 
u I' with long and incouveulent hours of wr,>rk. 
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CHA.PTliB I, 

'l'lie Need for Slale Aseisianu It> Agroeulluf'e. 

ll. During world war II, India experienced an 
unprecedented shortage of food, leading' in some areas 

·to a~tual famine. The immediate canoe oftlw shortage 
was the ceHsation of rice imports from ~urma, amounting 
to about 2 million tons annually, which played a dis­
proportionately signifieEnt role in the dietary of certain 
vulnerable sections of the population in Bombay, Jlfadras, 
Travancore and Cochin. The basic cause· underlying such 
difficulties, however, is that_ even at the best . of times 
agriculture in India is a gamble on the monsoon rains. The 
yeuly crop is subjec·t to large variations in yield. To 
take cine instance, the domestic production of rice, has 
varied during the decade 1936-37 to 1946-.46 between 23.8 
million and 32.4 million tons*. Although the aggregd:te 
production of cereals does not show a variation of the 
same range it remains true that the year-to-year fluc­
tuations in the J-roductiou ,,f '"rops ID In:l.ia introduce ·n 
great deal of instability into the '"ood situ.nion. -

. 12. The outbreak of war and the cc>:>seqnenl dis­
location of the means of rra.nsport·no· don"t intensified 
to some e:~:te~;tthis j,,hercno weaknes,; of the f o economy, 
hut judged by any nutrWonal standards the prevailing 
conditions even. in· tiuws of peace hav·~ a!wnys been 
bordering on famine. It was estimated by Sir John 
Megaw in 1933 that only 39 per ;-ent of ~h,, people of 
British India were adequately uourtshfd wlniP 41 per rent 
(·nmr ... jn the no.t,f'gory of' pooT1y nonri~-;hPrl ' nnd 20 per 
c0nt ·in that of 'very badly nourished '. There is no 
· . ·on to believe that the position since then has 
;ras ov"d The fact is thnt the production • f food 
tmpr ' · . h 1 , . has not kept pace wtt t te· mrreas.e 111 popula~ion. 
m

1 
own per !wad ol the popnlatwn has d0chned 

I. 10 IJ,fCI\ B • 7~ ' • J94Jt d ·} . 
!'• 

1
0.00 ueres 111 !911 to 0, ~~ens tn . · n11 t ll'i'O 

.tJU t '·ecn o.nv g~:•nern..l tncrrn~c 1n tho vwld per 
haB no- u · ... · "' 

.lCI"!'. 

I 
. · W of the ddicictHlY iu agricultural 

13 11 VIe • I I" ' ' . 1 t" · to tlw rcqutrcnwn ij o u growmg popu-
,producbon rea 1 ~e · f c'!l•nnritH! nn PXJIRTIAion ofprorlur1.ion 
t"tion, the m,c~""11 ·Y 0 

·' d, Ill. 011 A"riculture and Animal 
. I . ,' 'l'lt(l 1\{('lUOfllll u ·" . 
IR o IVIOUS.- • : b t!i'e Impertnl Connctl of .Agricu]~ 
Hnebnndry ptepm ed Y as the .,;6al of -a.gnculturat 

I RogPfifCh E6l$: ~O~U'::t'_' ::..--~~=-==---·--~-~~~ ~ - . 

. --- --- . . . . . .• Statement No, XIV • 
•P'ood Stllll!t!CS ofindl ' ·r h Indi"' exoluding Indian Stat.• 

-The corr,pari.sc n refers. t.~-:u~ 1~inelll4tpol't P. 78. 
1 . 8 Enqu1ry Con 01i.8Jl ~ 
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-policy, the following increases of production on the 
· basis of the· requirements of a balanced diet- Cereals 

10%, Pulses 20%, Fats and Oils 250%, Fruits 50%, 
Vegetables 100%, Milk 300%, Fish and Eggs 300%, Oil­
cakes and other concentrates 400%, and Fodder 55%. In 
our opinion, the expansion of the production of some of 
the non-food crops also is no less urgent than that of food. 
With an Improvement in the standard of Jiving, there 
will be increased demand for all types of goods and 
services and the productiqn of raw materials must 
expand to meet the requirements of domestic industry 
and essential exports. If the requirements of oils and 
fats are to be met at the minimum level of 1.5 oz. per 
head per day, the production of oilsceds would have to 
be expanded by about 8 million tons. The normal produc­
tion of cotton would need an increase of 3 million lmles, 
if , each person is to ·have a minimum of 30 yards of 
cloth as recommended by the National Planning Com­
mittee. The targets of production must allow 
for an increase in exports so as to assist the maintenance 
of a net balance of trade and to facilitate the import, 
on an increasing scale, of capital goods for industrial 
development. Even if it is decided to curtail the export 
of raw materials and, instead, process them before export, 
their production will still have to be expanded so 
as to feed our growing export industries-. We understand 
that the various Central Commodity Committees· are 
working out definite targets of production for the crops 
with which they are concerned. Whatever be the exact 
targets arrived at by them, it is common ground that a 
large expansion is called for in the production of all 
types of agricultural produce. 

1~. Agricultural experts are agreed that the present 
. development of India's agricultural resources is far below 

its full potentialities. Taking the normal period 1936-37 
to 1938-39*, out of the total area (by professional survey) 
of 661 million acres, the net area sown amounted only 
to 281 million .acres,_and t!ie cultivable waste· other than 
fallow accounted for no less than 112 million acres. It. 
is true that much of the land classified as culturablc 
waste is known to be too poor to be -actually brought 
under tillage, but even so, appreciable extension in· 
cultivation is possible with the adoption of measures 
such as irrigation, drainage, \and reclamation, ·soil 
conservation, erosion control, · anti-malarial measures, 
etc. Apart from the scope for more extensive cultivation, 

"Vide Agrioultura.J St.t.tiatioa or Jndi•, 



' 
the potentialities of increased yield from existing cultiv&­
tion are considerable. The avera.ge yield per acre 
practically for every major crop in India is ·known to be 
amongst the lowest in the world. The irrigated area. 
is estimated at only about 23% of the total a.rea sown 
and the rest depends upon the vagaries of the monsoon. 
The only ma.nnre cuRtomarily used is farmyard manure 
and even this is used only to a small extent, because 
most of it is needed for domestic fuel. The area.· brought 
under improved varieties of different crops was in 1938-39 
only about 11.2% tof the total area cultivated. Besides 
the immense scope for development by the utilisation. of 
improved seed, manures and water, considerable im­
provement will result from improved cultural practices 
protect.ion of crops from pests and diseases, and a wid~ 
variety. of other measures. The potential increase in 
wealth that may be expected from an efficient system 
of agriculture has been picturesquely described · by 
11-Ir. MacDougall in his Note to the Central Banking 
Enquiry Committee in the following terms : " If the 
output per acre in terms of wheat were raised to that of 
France, the wealth of the country would be raised by 
£669,000,000 a year. If the output were in terms of 
English .production it would be raised by £1,000,000,000. 
In terms of Danish wheat production, the increased 
wealth to India. would be £1,500,000,000." 

. 111. The i~portance of und~rtaking l.arge:scale- mea­
sures for the improvement of agriculture Is bemg realised 
of late 3.nd most of the 'Plans' before the public provide 
for considerable ca.pital investment in agriculture. The· 
Bombay Plan and the I. C . .A. R. Plan, bot~ of which 
cover a period of 15 year~, contemplate an mvestment 
of Rs. 845 crores and Rs. 871 ?rores, respectively. The 
Gandhian Plan aims at an mvestment of Rs. 1,175· 
crores over 10 years and the People's. Plan, whic~ is the 
most ambitious, provides for ·a cap1tal. expen~Iture uf 
Rs· 2 795 crOres -in 10 years. The plans ~nclude m their 
o~p~ss a wide variety of projects such as those of irri-

c t'on l~nd reclamation, anti-erosion, drainage, fertiliser 
~a~ufacture, cold storage and land nationa.lisation. 

111. In spite of the large pote~tialities in increased 
rop production even the bare requrrements of the popula­

~ion have unfort~nately remained unsatisfie.d hitherto. The 
targets of production calculated on the basis of standards 

tWo*d out from tho toblo iJivon in l'amino Enq-.irJ Comm11ion 
.. ,. ... P. lGI. 
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of living only indicate consumption rrquir~rncntR in n.1i 
absolute sense. Thrv can be rcachrrl in act.unl prnrt icr 
only ifthe levels of income nnd employm~nt orr high 
enough to absorb the suppiics offered nt a pric~ which 
leaves a profit to the producer.· 

17. The level of income<. in India is nmr,ngst the 
lowest in tho world. The per cn.pita Rnnunl income wnR 
eetime.ted at Rs. 65 for British India in 1931-32 hy 
Dr. V.K.R.V. Rao while ·the estimate for the U.S.A. wus 
Rs.1,406, for the U.K. Rs. 980, for Australia Rs. 792 9nrl· 
for Japan Rs. 210 for the •arne year. The le>ol of 
income for India. hns no doubt incrcMed Riner· Hl3l-32, · 
but price levels am] costs of living have risen in a 
much larger proportion. The Bombay Plan lm~ rot irnat.Pd 
that on the basis of pre-war prices, it would cost. ahout 
Rs. 65 per annum to feed an adult on a. bnlR.nccd diet .. 
Since the estimat.e of total income was Rs. 65 per head 
per annum in 1931-32, which had.to cover the ·exp~ndi­
ture not o~ly on foo~, ~:mt also :on clothing, housing 1md 
other requuements, 1t· la no wonder that a large propor­
tion of the population were undernourished. 

18. The- low level of incomes prevents the large 
potential demand in India from being actually effective 
in money term~ and the prices of goods have t~ fall to a. 
relatively low level before the produce can be taken off 
the market. When the prices are low the cultivator 
has no· inducement to nndertr>kc e,griculturn.] improvn­
ments, and he aimA n.t keeping hiA cor;\, ns low as 
possible sons to be able to eke out nn toxic:tener> even ai, 
the prevailing level of prices. In nctunl fnet., s.s w•t~ 
revealed by t.he enquiry into. the coots of production of 
crops conducted by the ImpE!rial Council of Agricultnml 
Research, the margin of profit cnlculntcd on an account.­
ing basis is often ni'gntive and the producer contimwK 
in _business only because his totn.l income, in the form of 
wages for his labour, rent for his ln.nrl n.nrl inkrcst on hi~ 
capit~tl, enables him to eke out a mea-gre existence. 
Agriculture perhaps is tho only busincFA in which the 
producer co~tiim~s t.o produce irrespective of profit, 
because to htm, 1t 1s not the pursuit of ali occupation 
but a way of living. 

19. This chronic tendency towards n, dPfidt oco· 
nomy produces it.s own spirn.l of consequnncr-A ;hit'h is 
~fa sclf-perpctu.ating character. 'rho fa.ct t·hat n.grieultttn· 
~ca ~ot pay dts.couragcs invcst'lll<'nt anr] prcvcntF t;he 

a option of new techniques which, despite extra lo.bour 
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and expeme will lead to a reduction in c6sts.. The 
continuanco of production on traditional linea leads to 
the ~oun.t_ing up of i;>dcb:edness, which further damps 
the mcenuvo to fre"h mvescment and al;o ra.ises the cost 
,of finance. The volumo of e.gricultural in<lebtediwss 
which 'lms estimated et Rs. 300 crorcs by Sir Edward 

. :Maclng:m in I U 11 has been stce.dily growing in size and 
was estimated by the Agricultural Credit Department 
of the Rc;;crvo · Bank of India in 1 n37 to be in the 
neighbourhood of Rs. 1,800 crores. With rcf'ard to the 
volume of indebtedness in recent years, the ~~gricultural 
Finance Sub-Committee of the Policy Committee on· 
Agriculture, Forestry and Fisheries observe as follows :­
"It might be possible to hazard the opinien that the 
totnl indebtedness in terms of money sto'od in 1944 at a 
]evellower thrm that in 1939 but that, at, the latter date 
forces were alrrady in operation lending to an increas; 
in the. amount of this total indebbedness. The upward 
trend of the prices of agricultural produce appeared to be 
hclcl in check. The rise in the love] of agricultural costs 
had mostly caught up with the increase in the prices of 
agricultural produce _and.- had in some instances even 
passed it. Thus wh1le fmance. was now required for 
agricultural op~rationa on a much larger scale the 
margin of profit-·:hich had during tl_w period of 1941-44 
lod to liquidn!ion of old debts had d1stmctly shrunk." 

20. The positio~ which emerges from the above 
survey is that an insufficient overall "'l'Jlly, subject to 
wide va.~iations from year-to-yea.r, cot~rJ::•d with lack of 
adequate purchasing power, 1Hts .resulted in a chronic 
state of undcr-coiisumption and a low standard of living' 

. for the bulk of tho population. This highly unsatis· 
factory state of affairs c~nnot be remedied without 
active and large-scale assistance by the State. While 
the pot<'ntial resources of tho countr;y ar.e sufficier;ttly 
lai·go to permit the necessary. expansiOn m productiOn, 
it can only cvrntuate If adcqu11te measures of 
agricultural improvemhP.nt

1 
ndre undertf·ak?n

1
. Agriculture, 

however involves a 1g 1 egree o r1s >, ou account 
of clim~tic gnd biological factors, and it is carried 
~11 by· a hugo number ·o~ unorganised producers, 
:Measures of improvement Will th_ercfore not be un_d~r­
taken in practice unless a certam degree of stability 
and a reasonable level of income are assm:ed to the pro• 
d cer through a programme of State ·assistance. Mea-

n of general economic development, such as ·the 
sures ·sation of largc:scale and small-scale industries, 
~~~111 the construction of public . works will assist 
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by creating fresh avenues of employment for the popula· 
tion now surplus on land, and increasing the demand 
for agricultural products through a rise in the national 
income. It is however essential to take more direct 
·measures to secure the adoption of more intensive 
.agriculture on a scientific basis, and the State should 
launch an intensive programme of agricultural invest­
ment and development, directed towards improving 
efficiency, increasing production and raising' the stan­
dard of living of the agriculturiat and the agricultural 
labourer, 
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CHAFTJ:B I!, 

Survey of State Aid to Agriculture, 

21. It is 'manifest that agriculture cannot be estab­
lished on a. remunerative basis bey the unaided efforts of the 
agricultunst himself. Until recentley, however, the prin-

- · ciple of laissez faire dominated State policy and·. most 
Governments did not look with favour upon a policy of 
economic intervention. The cost-price structure was 
considered to be. the result of the ma~;k~t forces of supply 
and demand whwh reflected the capacity for production­
and the consumption require_ments. It was ouly by 
giving full scope to the normal mter-aotion of these forces 
that the maximum interests of society were believed to 
be best safeguarded. The automatic adjustment of do­
mestic prices bey the forces of supply and demand and the 
automatic adjustment of international prices by the inter­
national gold standard constituted the sheet-anchor of 
the economic .system. It was ignored that while agri• 
cultural prices were left to be determined by the auto­
matic working of market forces, agricultural costs were 
already being determined by administrative measures to 
the extent that they included such fixed charges as re~ts 
land revenue and irrigation rates. The · fact that thea~ 
items once fixed, remained relatively unchanged for long 
periods of time, impa.r~ed an J~lemeht of rigi!J!ty to costs 
while the prices rema.med free to fluctuate m response 
to slight changes in supply and demand. 

22. The world depression of the. thirties impelled 
a change in outlook. The depression affected all 
countries and all occupations, resulting in widespread 
unemployment and distress. " Serious though was the 
material privation and want that. unemployment fre-

tly entailed-the undernourishment and mal• 
qutrel!t. the sacrifice of small comforts, the loss of· 
nu l Ion, 1 ted · f 
homes representing the aocl!'mu at t savmthgs o y~~rs-d, 

. erhaps not so 1mpor an as e mor .... an 
this hwi:gi~a.l cost-the helpless feeling of insecurity, 
Pthsyc 0 

• ty reg"rding the future of dependants, the frus· 
e anxre ~ f tin "' thin · 

t ti f idleness, the sense o conn g .'or no g m 

h
ra on ° un1't,v" , While the depressiOn affected all 

tecomm J • 'ull · 
t · s 1·ts impact was partie ar y severe on pre-

counrxe, · h b f 
dominantly agricultural ~ou1 ntrxeds, 1w edre eca.u~e ~t thef 

1 
t" e scarcity of capita. an . an , a ma]Orl y o 

re adiV live at or near subsistance level even in normal 
pro ucers · f · 1 1 . Th~ steeper fall in the prxces o agrtcu tura. goods, 
:~:.':~ely to those of industrial goods, upset the balance 

••'The Traa~iUoD frem War to reaM". X.eaat~~et)Tatieu. 



of payments of agricultural countries, and. t·hc. rcs';lltin~ 
decline in their purchasing power hurl Its went!I~Jlr. 
repercussions on tho export trade of manufactn~n:g: 
countries. The aocial conseqnenceR of maFR Utu?rnr~~~-_­
ment and mt~ss poverty were so !""'e rtnd fraught '1'11<)1. 

such danger, that it waR impossiblo for tho Oove~!lt•H·IIIs 
of the world to st£md idly by. >tnd wnit for llnLllc>d 
economic forces' to save the situation. In the rd"'( nre 
of effective international collubomtion. each COilnlry 
took unilateral action in its efforts to alicviate distrcrs 
and revive agriculture and industry within its own frcn­
tiers. The intei'natioilal gold stnndr.rd was r, bu ndonrd, 
and stability of the domestic price level became tho car<l.i­
nal object of the economic policy of most n!\tions. 

23. Once the domestic price level became the 
fulcrum of national policy, the question of . ngricultm'al 
prices attained special importance. Tld~ was so not. 
only in the agricultural countries whose economy depen­
ded mainly on agricultural production, but eveu in the 
predominantly industrial countries, partly because- of the 
vital role that agricultural prices play in the· eost of 
living and partly because of the importance of a con­
tented peasantry to the 'peace and stabilit.y of society . 
. Though a few departures from the principle of laissez 
faire had occurred in certain countries even before the 
depression, such as the enactment of the. Capper-Volstead 
Act and the Federal Intermediate Credits Act in the 
U.S.A., the formation of the wheat pools in Canada, and 
the administration of the Coffee Valorir.ation schemes in· 
Brazil, it was the depression which first inaugurated 
the era of active state intervention in the field of agri" 
culture . 

. 2'; Tho question. ~f the level at which agricultural 
pnces s~ould _be ata~1hsed natur11lly brought to the. fore 
the r~lat10nsh1p of priCes to coats. Without an a<l.cquate 
margm. of profit, production could not be maintained and 
a m~rgm of profit could be ensured only by either a re­
ductiO.n of costa or an increase of prices. Tho measures 
0~ assist~nce adopted -by the different countries therefore 
aimed at one or the other or both of these · objects. The 
fetsures designed to reduce the costs of production 
• 
00 two main forms. There were fir~tly measures 
~~~~ded t? reduce fixed overhead charges 'by scaling 
and th!l. Size of debts, regulating the repayment of lo;.>ns, 

reVIsing the terms of tenure. Secondly there were 
measur~s calc~lated to restrict the rise in 'tho. costs of 
the o.gncultunst by granting subsidies of various sorts. 
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The_ measures designed to raise prices have also been of· 
two types, some acting directly on the prier-, them­
selves .and others acting primarily on the conditions of 
supply and dem~tnd and indirectly influencing prices. 
The fixation of prices 1ras under the sole control of the 
State in certain countries "While in others, the· producers 
had a share in influencing the decisions of the State.· 
In certrjn cases, as in the marketing schemes 'in. the 
United Kingdom, the State simply authorised the pro­
ducers to form groups and imposed the decision of the 
groups on the community. The fixing of prices could not, 
however, continue to be effective for long unless the. 
prices fixed reflected the actual conditions in the market, 
and measures had therefore to be taken to influence the 
conditions of supply and demand in such a. way that the 
prices legally fixed would be maintained in actual practice. 
In pursuance of this objective, buffer stocks were orga­
nised either directly by the State and State-sponsored 
organisations, or through the channels of trade itself so 
as to maintain a. balance between good and bad years. 

25. Though the specific measures taken have differ­
ed in character and had to be adapted to varying require­
ments, a policy of active StB:-te intervention in .agri­
culture has been common to all. In the United States of 
America, tho Agricultural Adjustment Acts of 1933 and 
1938, n.nd the Soil Conservation and Domestic Allotment 
Act of IG3G inaugurated nn era of consciour. n<ljnstmcnt 
of agricultural production to demand. In Canada., the 
Dominion Government initiated a mn.rkct st.a.bi!isation 
programme through a central selling agency in I 929 when 
the Provincial ·\Vhont Pools. found themselves in diffi­
culties and these measures, though avowedly of a tem­
porary cha.racter, continued till 193!' when tho Canadian 
Wheat :Board was set up. In Au~traha, the Fe~cral \\~hcat.­
growera Relief Act was passed m 1933 settmg a.side a 
special fund for granting assistnnc.e to whco,t-growcrs, 

80 
as to maintain a guaranteed pnce of 3sh. 6d. per 

bushel of wheat at senboo..rd. -In New Zealan~, in 1936, ·a 
minimum price for butter-fat manufacture? mt~ but.ter 
and cheese ·was · guarantc~d. In countries winch were 
normally deficit in ptod:nctlOn, the measures adopted we~e 
designed to restrict Imports and encoura-ge domestic 
production. Franco, Germany and Italy, increased th~ir 
tarrifs, tightened up their quot_a and · exchange_ restnc-

t
. nnd subsidised domestiC products. Switzerland 
!DUB, •• t d ']]. . 
devised a system of pric.e guaran -ecs n-n mi mg pre':'~"' 

. hich ·enabled her to ra1se .30% of her whea~ r?qmre- . 
w f w1'thin the country and to mamtam the 
menta rom 



dolllestic price of wheat at a level three to four . ~imes 
the world price. Even in the U.K., the traditiOnal 
home of free trade, marketing boards of producers w~re 
set up for different commodities, with power to functiOn 
as a monopoly. for purposes of purchase and sale. The 
Wheat Act was also passed in 1932, fixing a standard price 
for home.-grown wheat and making good the difference 
between this and the price actually received, by special 
deficiency payments. 

26. As to the success of these measures, different 
. opinions are expressed. The following is the general 
verdict of Mr. Lamartine Yates in his book "Commodity 
Control " :-

" The best proved capable of liquidating large 
surplus stocks and prevented the re-accumula­
tion. of fresh ones, though after 1933, the 
economic environments helped them consider-

. ably. They gave a much valued sense of secu­
rity to producing countries ; they claimed to 
have put a bottom in the market and in fact the 
'bottom' in many instances turned out to be 

. a highly remunerative price. Nevertheless, in 
doing all this they incurred the suspicion 'of 
having indulged in monopoly practices, of 
·having devised restriction with the object of 
pegging prices at a high level and of having 
allocated quotas so as to give . high cost pro­
ducers a 'fair' share of the market. The truth 
is tha~ the schemes were endowed with far 
less· power than they needed, if they were to 
operate , successfully and yet with far more 
power than could safely be entrusted to o. body 
of producers, or producers' representatives, or 
producers' Governments' representatives. " 

In "Economic Lessons of the Nineteen-thirties" ,issu• 
ed by the Royal Institute of International Affairs the 
partic~lar reco~ery which did take place in the U.S.A. 
18 attributed directly to the expansionist measures of 
the New Deat · 

"F 't h . · or 1 was t e Governments' net contribution11 
. t~ consumers' purchasing power, which were 

directly responsible for the rise 'in consumers' 
demand .. _They also prove beyond any doubt 
that a polio~ of Government deficit expendi­
ture? e!en . 1f that expenditure takes the form 
of distr1but1on of money directly to consumers, 
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rather than of public investment expenditure, 
can lift an economy out of a depression." 

The p1easures adopted in the U.K. also are stated\ to 
have "on the whole succeeded in restoring a fair degree 
of prosperity to most branches of British Agriculture. 
Output rose by one-sixth and the prices of nearly all 
products were considerably higher· by 1937." With 
respect to the charge often ma.de that these schemes 
resulted in more evil than good, the same publication 
says:-

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

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

27 The essence of the policy, however, whether it 
· e~sed itself through one type of measures or other 

exp\hat the State took upon itself the responsibility for 
:S~~blishing prices at a level, wh~ch. would be remunera-
. t the producer and be w1thm the means of the 

trve 0 Experience had showed that isolated action 
consumer. · f£ t· · d 1 d · 1 
in the market provod me ~~ ';e ~n he ~~t 1~r to an 
improvement which prove o ~ s ort- n:e . or hto 

I t
. dJ·saster There WitS a growmg apprecmtwn t at 

as mg · · I t · fl · I 
it was not sufficient m.~r~{ o '; uen~e d_s~pt y and 
demand but that the avm. a ~ stupp Y nee ~ t o he cana­
!ised b active interventiOn 111 o appropr1a e . c annels 

f d 
y d The State therefore had to step 111, as the 

o eman . I I h d I . 
ob-vious agency, to cont~o ~Ic p~~c asest~ .s~ es m. the. 
home warket on the one anTI' and. o rc_gu a efm erndat1~nal 

rce on the other. le I vcrswn o pro uctwn 
co~~efor compensation to the producers and the holding 
,~~ ebuffer stocks called for capital investment. The 



problem of ways and means and of the allocation of grants 
could be solved only through State agency. In many 
cases, the State discharged its functions through the 

-agency of separate autonomous organisations so t~~t 
effective supervision could be maintained over tho utih­
sation of grants and the financial burden of the policy 
could be clearly assessed. 

28. In this context, if we look to what happened 
- in- India during the depression, we see -a dismal picture. 

The steep fall in agricultural prices in India as a conse­
quence of the depression is clearly seen from the following 

-.table:-

INDEX NyMBERS OF WHOLESALE PRICES IN CALCUTTA. 

(1929-100) 

Year. Cereals. Oilseeds. Jute Jlaw. Cotton Raw. 

1929 100 100r 100 100 
1930 80.0- 81.3 66.3 62.3 
1931 62.4 52.9 51.5 56.8 
1932 54.4 49.0 47.3 63.0 
1933 52.8 47.7 43.2 54.8 
1934 55.2 59.3 41.0 50.0 
1935 60.0 69.0 52.6 53.4 
1936 63.2 65.2 52.6 61.0 
Hl37 61.6 74.2 59.0 61.0 
1938 57.6 68.3 51.5 45.9 
1939- 68.8 68.3 84.2 51.3 

_ By 1933 and 1934, the prices of most commodities were 
'reduced to half their 1929levol; and though they recovered 
thc;rer.ftor to a certain extent, the recovery was uneven an~ , 
unstable with the result that even in 1939, prices were con~I­
dern hlybclow their pre-depression level. The fall in the pn­

-c~s of wheat and rice was particularly disastrous as these 
prlees influe.nce the -prices of other foodgrains and the 
total acreage under foodgrains amounts to about 80 per 
ccnt·of the total area under cultivation. In the case of 
commercial crops, the fluctu .. tions in prices were even 
~reater !'ecausc these crops were subject to changes ·in 
~nternatwnal. dmnand. According to !in estimate made 
m the ReviCw of tho Trade of India the value of 
princip:Cl crops in British India declined from Rs. l,Q21 
cron·s m 1928-29 to Rs. 474 crores in 1933-34. Thus 
betw~cn 1928-29 and 1933-34, the value of these crops 
declined by 53.6% which may be taken as a rough 
me~sure ?f the. fall .in the purchasing power of the 

· ·agncultunst durmg this period. 
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29. The fall in prices of primary goods w~s Jar er 
th':"n that of manufactured goods. This disturbed fho 
prwe structure .and .the economy of predominant! a ri­
cultural countries like India The terms of t d y g 
It d 

. · .rae were· 
a ere to the dtsavantage of India •s c•n b f th 1 · • ~ ~ e seen rom 

e re ~ttve trends of the prices of imported goods which 
are maml;y manufao~ured a~d the prices 'of exported 
goods ~hwh are mamly agrwultural. 

INDEX NUMBER OJ' I:MPOBT AND llXPOBT PBI0118 

Year. Exporta. Imporl1. 

1929 100 100 
1930 81•9 92'3 
1931 57•9 78·8 
1932 65•5 81•9 
1933 54·8 71!·8 
193, 1!4•1 71•8 
1935 59•9 71•8 
1936 . 58'9 71•8 
1937 G1·5 1 84·9 
1938 59•9 83·5 
1939 81•1! 80•1! 

While the f&ll in prioes of expo1~s was of the order of 
46'9 per cent between 1929 r.nd 1934, the fall in the . 
prices of imports was only 28•2 per ceni over that period. 
The recovery in the prices of exports was also much 
slower and in 1939, while the prices of import's were 19·5 
per cent below the pre-depression level, those of exports 
were still 38·5 per cent lower. This disparity in the fall 
of prices further reduced the purchasing capacity of the 
peonle and adversely affected their stand&rd of living. 
As Sir George Schuster, thf'l then Finance Member of the 
Government of India, remarked "India felt the severitv 
of the fall in the case of what she had to sell, but did 
not obtain a corresponding advantage of the fall in 
prices of what she had to buy". From 1930 onwards the 
economy was maintained by expor~s of gold on 11 

considerable scale, thus componsatmg for the heavy 
decline in the balance of trade in merchandise by the 

export of treasure. 

30. The agriculturist was p~rtioula:rly hit because 
while the collapse of prices. out mto h1s 1·eceipts, the 
incidence of his obligations m the shape of [;md r 6 venuQ 
rent' interest charges etc. remained. normally unaltered 
exb:pt for snob remissions of taxatiOn cas were granteq, 
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He had to sell a· larger proportion of his produce _by 
cutting his own consumption and . exp.and pro~uct1on 
wherever possible so as to mamtam h1s mcome. 
Unemployment and poverty amongst the _villages was 
beyond description. The peasantry had to sell such 
capital as they possessed in the form of land and orna­
ments and contracted fresh debts as long as lenders were 
willing to lend. With falling prices, the value of land 
which was the only securitY.. they could otfer also 
declined and credit dried up. 

31. The effects of the depression were more severe in 
India. than in: other countries, both in the depth of the fall 
in pri~es e,s well as the period over which it lasted •. 

lNDEX NuMBER Oll' W:e:oLESALE PRICES. 

India. U.K. Board 
Year. Calcutta. of Trade. U.S.A. Japan. 

1929 100 100 100 100 
1930 82 88 91 82 
'1931 68 78 77 70 
1932 65 76 68 77 
1933 62 76 69 91 
1934 63 78 79 92" 
1935 65 79 84 94 
1936 6"5 83 85 97 
1937 73 96 90 118 

. 1938 68 91 82 131 
1939 77 Ill 81 1"40 

'. The Indian Price level fell by 38 points in the worst 
year of the depression while the prices in U;K. fell by 
24 po.ints, in t~e U.S.A. by 32 points and in Japan by 
30 pomts. While the worst was over in the U.K., U.S.A. 
and ,Japan by 1934, Indian prices continued to remain 
depnsscd practiCally till the outbreak of the war. In a 
sense, conditions in India: never· Tecover.ed from the 
depression as such, and but for the superimposition of 
the effects of war-time. expansion of curreney, it ·is 
doubtful if they would have recovered at all. Even after 
th? outbreak of the war, it took three years before Indian 
pnces rose to thl' prc-dep1·es~ion level. 

32. One of the m~i n reasons for the protracted ch&­
racter of the depression in. India is to be found ill the 

•Report on Currenoy and Finance, 1Q37 .38, 
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negative ciia.ro.cter of State policy. While other Goyern­
mepts were taking activ:e measures for raising-prices and 
maintaining · purchasing power, Sta.te policy in Indio. 
concentrated on remission of taxation and retrenchment 
of public expenditure. The total Provincial expenditure 
on public works declined from Rs. 872 lakhs in 1929-30 
toRs. 578lo.khs in 1932-33. Until 1937, when popular 
ministries took over control in the I'rovinces; few 
attempts were made even to reduce the fixed charges of 
the farmer by scaling down debts or lowering rates of 
interest or by declaring a moratorium. The Government 
of India imposed protective duties on wheat 'and -wheat 
flour and ·negotiated the Ottawa Pact, embodying the 
principle of Imperial preference, but little was done by 
way of. monetary policy to lift the economy out of the 
depression. There W!'S some slight relief when the U.K. 
went off the Gold Standard and the rupee, linked to ster­
ling automatically depreciated in .terms of gold; but the 
sterllng link prevented the r\}pee depreciating to a level 
where it would he. ve significantly influenced the price 
level. Indio. participated in the international restriction 
schemes for teo. and rubber, and ntt-E'mpted ·to persuade 
the domestio cultivators to restrict the cultivation of jute 
in -order to support t~e price.s of these commo~tie.s. 

· The only instance of direct actiOn calculated to mo.mtam 
th incomes of agricultural producers however was the 
~ ment of minimum prices for sugarcane. In 1934, the 

en roe Act was passed which empowered local 
Sugarcane t" to declare any area a controlled area 
Governr.e~h~ minimum price of sugarcane within that 
and to IX p and Bihar Governments thereupon 

. area. T~e. U · · rices for sugarcane based· on a sliding 
· fixed nu~mum;fh the price . of. sugar realised by the 

scale v_o.rying hw f rtnight of tbe working season. Even · 
· mills m eac 

1 
° ministries were formed in the Provin­

. after the P0 ;P? ar -easures for maintaining purchasing 
· positive ~ · b · f t f ff' ces, on d pted during thell' ne enure o o ICe, 
power were a c~ntratE\d on a programme. of legislative 

. and they con 'liation of debt, regulatiOn of money­
measures fo~ cone\ rates and reform of tenancy and land 
lending and Intertehs period of the depression which marked 

Thus e - 'b'l't d revenue. · . f ew era of state respons1 1 1 y an 
the beginnm~ 0 a ~n other countries is characterised 
.planned assistanc: ~ontinuance of the old-~ime policy of 
in India only by £ a few feeble attempts at control. 
laiasezjaire, except ~:of the few countries in the .·world 

. In.dio. perhaps was ?t. e action was taken by· the. State 
· so little pos1 IV 

where · · 
t the dtipress!OIIo 

to lllee . 
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33. Even in countrie~ . where measurf's of .. State 
intrevention in agriculture. were adopted, they wero. n_ot 
the result of any deliberat<- poliey b•~sed "? defJ':'ltc 
objectives but were tcmpora.ry cxpedumts tmprovioed 
·piece· meal to deal with. ~udde~ . cmergencues und<·I' ~h<~ 
stress of popular pressure. 'lhe poverty and UIJ€.m 

ployment generated by the de. pression were so widcsprPa cl 
and persistent that no r~sponsible Gov~rnment r.ou~d 
fail to take remedial actwn except. at It~ own pen!. 
Aa the .depression spread from one sector· of the 
national economy to another, e{forts had to be made t.o 

. patch up the situation and localise its effects. A~ a 
result, each country in due course had under opcrat10n 
a. whole fs.cade of controls which were forc<ed upon th" 
Stn.te by the sheer pressure of circu mstanceB. They wer!' 
brought on by the emergency; and it was fondly hoped 
that they would soon . disappear with the emergency. 
They were essentially temporary measures of relief ~nd 
aalvage, designed to be, withdrawn when cond1t10ne 
returned to normal. 

34 • . In actual fact, conditione never returned to 
· normal. Though the de'(lression in many countrie• 
reached its bottom in 1934 tho recovery waH ~o slow ami 
protracted that any abaudonmf•nt. of Stat" assistance 
would have reversed the ~ondency of recovery itRelf. 

·'The emergency measures therefore · continued in 
operation, even afte1· economic conditions had turned 
the corner, with the object of accelerating the pace 
of recovery. Besides, the wit.hdro.wal of State controi 
WRB not a· practicRl propoHition iu t.hc ab~enr.e of n.n 
international understanding which would promot.P 
orderly world ecotiomic development. The atmosphere 
we.~ already c~ou~ed by the growing political tension 
wh1ch was pomtmg unmistakingly towards an early 
flare-up. 

31S, After the outbreak of the war, various measures 
of ,State intervention already in existence had to be 
welded into an efficient instrument for the prosecution 
of the war. The regulation of 'agricultural prices became 
one aspect of the g~nern.l regulation of economic life, 
s.nd 111';1ed at Recunng the fnllcRt utilisation of the 
productive resources in the war effort. Apal't from the 
d.emand for raw materials essential for the ptoduc. :ton1 of ~a.~ufaotur~d goods, the inoree.sed production of 

/ goc an 1ts e~uttable distribution became ms.tters 
~f ~undat~ental tmportance. Besides the problems of 
ee . ng t e armed forces, an adequate supply of food 
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to the civilian popuiation was an essential condition in 
the· maintenance of genera] mpra]e. With growing 
public expenditure and expansion of currency, the major 
problem in the sphere · of prices was to maintain 
prices which will be high · enough to evoke the desired 
quantity of production and yet-low enough to place the 
essential foodstuffs within the reach of the ordinary 
consumer. The situation had to be tackled by a variety 
of measures including: the fixation of minimum and 
maximum ·prices, the subsidi~ation of the cost of living 
a-nd, the rationed distribution of food. 

Stl. · In 'the U.S.A., the· price policy was executed by 
,t.he Office of Price Administration, the office of War 
Food Administration,. the Commodity Credit Corpora­
tion and other agencies of the State, In Canada, the 
soope of the activities• 6f the Canadian Wheat Boarg 

. was· extended to include other commodities, special 
product boards were set up to handle partio~lar com• 
modities, and a number of procurement ·bodies were 
created to · effect purchases on behalf of the different 
ministries in the U.K.· In the U.K., the · 1\Iinistry 
of · · Food acquired a monopoly over practically all 
imported and horne produced foodstuffs n-nd while pro­
ducers' prices wore maint.ai~led high enough to stimulate 

roduction, th~ cost of_li:"lng was held at a reasonable 
fevel by a poltoy of subsid!Bs, . 

The outbreak ·of the .war involved . India in· 
37· d'fficulties. Firstly, the lo~s of export markets 

grave 1 rious situation for Indmn stap!es. The loss 
created. & se.th Europe alone amounted to over R~. 30 
of trade WI i 6th of her total . overseas , trade. 
crores or .11~6 au'd cotton were the commodities most 
Groundnut, ~e entry of Japan in. the war . further 
affected. TJ to about Rs .. 11 crores, worth of raw 
closed the oor h d to be taken to find alternative 
cotton .. Step:h a products or to reduce their produo­
markets fo: ~se were to be ,protected from collapse. 

· tion, if therr prrces e the difficulties arising out , of the 
· Secondly, there~ wd which became particularly acute 
shortage _ of 00 Ja an in the war and the fall of 
afte~ the e!rtry 0~ ep were the proble:n!S arising out of 
Burma. Th~dly, t.J~n that India occupied as an impor• 
the strategiC poslles for . the Allied forces, 
tant base of supp 

_ ntry of Japan in the war the 
as. .After the 6 

1
e grave, and measures had to 

food situ~tiodn becnenet the emergency • . The growing 
'DlproVIBe to Dl be 1 · 
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e:~:pe.nsion of currency we.s resnlting in soaring 
prices, and t.he situation w~s aggravated by 
speculation in the stock and commodity markets, 
transport difficulties and hoarding. Prices were 
no longer the outcome of the forces of supply and 
demand and were powerfully influenced by adminis-

' trative action. The State .was compelled , to 
intervene actively in the economy of the country, and a. 
complicated machinery for regulation of production, 
movement, distributie>n and consumption of different 
types of produce gradually came into e:~:istence. A 
statutory wheat price -wa.a imposed by a. notification in 
December, 1941. This caused an artificial shortage of 
. wheat and the notification was withdrawn· in January, 
1943. Attention was later concentrated on the enforcEI­
ment of statutory maximum prices which were to be fixed_ 
for each crop season on the basis of a fair return to thA 
cultivator. As a result of the Khe.rif Prices Conference 
held in January, 1944, m11-ximum prices for jowar .and 
~e.jra in the primary wholesale markets ofsurplus millet­
,producing areas were notified. Soon after, acting on the 
recommendations of the Price Ad-yisory Committee which 
was set up in t)le l!'ood Department, statutory maximum 
prices _for wheat, barley and gram were also- fixed • 
. Subsequently, _realizip.g the importance of assuring 8. fair 
.,minimum to_the cultivator, the Government guaranteed 
to purchase all wheat of fair average quality .offered in 
the assembling markets of the Punjab, U.P. and Sind a.t 

. Rs. 7-8-0 pe_r ma.und. In May, 1944, a. similar guarantee· 
was extended to all jowa.r and ba.jra. offered in the main 
producing areas, at the floor prices of Rs. 5-8-0 and 
Rs. 6-0-0 respectively throughout British India., except in 

. Bombay where special prices were announced. . Since 
then,_the Government of India. have endeavoured to keep 
prices withil;l a. range fixed by statutory .maxima. and 
minima.,.combined with· control of procurement, _move­
ment and rationing.· In addition . to controlling prices, 
both the ·Central o.nd Provincia.! Governments . have 
encouraged a.griciultura.l 'production by direct .subsidies 
for the supply of seeds, manure, irrigation wells, etc., under 
the 'Grow More Food' Campaign. Among Commercial 
crops, prescribed price brackets have ·been operative in 
respect of cotton-; jute and sugarcane, and Governmimt 
have underto.ken to support cotton prices bY. a. buying 
progro.mme when they threatened t~ fall below . the 
~uo.1ra.Il:teed, floors. Thus, during the war, state policy 
m ndta. comprised a. wide variety of meaeure8 · in the 
_spher? of .•gricult)lre, constituting e.n important ~tep in 
ihe d!lection of planned 'e.ssistanoe to .e.griculture. · · · 
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311. It is in the light of this history of State 
assistan6e 'that future policy has to be decided.~. 
A policy of maint .. ining a. sta.ble price level ca.me to be 
forced upon the State as a goa.! of economic policy 
only during the world depression: when unemployment a.nd 
distress rea.ched limits which no Government could 
look upon with equanimity. · Before recovery was 
complete and the policy could· be reconsidered, the 
war intrevened and it had to be orienta.ted to­
wards the requirements of the prosecution of war: 
Now tha.t the war has ended, the policy 
has to be refa.e-'\f.oned to meet the changed requirements 
of the post-war period. · 

. 40, The immediate problem is one of effecting a. 
smooth tra.nsition of the economic system from a wa.r to · 
a pea.ce basis with the least dislocation and with 
the withdrawal . of all · unessential controls. The 
wa.r itself ha-s Jet· loose forces- which make for· 
instability in the post-war world and if unemployment and 
depression are to be avoided, policies must be devised in 
advance. . Apart from the physical devastation suffered 
by a. number of countries, even the relatively prosperous 

ea.s will find that many industries which have be_en built 
:r owing to the shorta.~es ~nduced by war-time cond~ti~ns 
c~n no longer be ma.mta.med. .The problem <'f f1ttmg 

· hl"ch ha.ve tended ·to grow more ~,nd more-
economies w · t b th d · 

f ff · t into a pattern se Y e ynam1c 
sel -su 101en of world forces is bound to . be 
deyelopmen: retracted. It is likely to be rendered 

. pa.mful an difl It by the problem of re-settling. 
ev:e~ mor~ ex-:~Wters and by the political and social. 

· m!llions 0t t'll bta.i.Ds in large areas of the . world. The 
oha.os tha . s 1 0 

a de ression a.re a.Jready struggling to 
forces making Jor .11 s~rain the resources of the State to 
break loose a.ifn · hWI e to be held in check. 
the fullest t ey ar • 

· rt from the problem of preventing 
. 41. .Event' apa during the transition, the United 
serious d1sloca 10~itted to the long term objective of 
Nation~ .are com em Joyment and raising the standard of 
Z?a~talnfmf ~II eo/Ie. The fifth clause of the Atlantic 
livmg 0 t eJr - Ps the obJ'ect of ".securing for all, impro­
Charter recogmse · d t d · 1 
ved labour standards, econonucfa thanceUm~tn d' anN s~CJa 

't " The Final Act o e ru e at1ons 
secnfiurl Y e' · on Food and Ag!'iculture also recommends 
Co erenc . 
that 

., th Signatory Governments should affirm the 
e rinciple of mutual responsibility and co-_ 
~rdinated aotion, (a) to promote the full and 



most advantageous employment of their o~ 
and all other people and a general advance m 
the standard of living, thereby providing for an 
increase in both production and purchasing 
power, and (b) to promote the un-interrupted 
development and most advantageous use of 
agriculture and other material resources for 
the establishment of an equitable balance bet­
ween agriculture "nd industry in the interest 
of all.'' 

T)l.e implementation of these responsibilities involves 
the conscious regulation of "conomic forces in the same 
way as did the' prosecution of the war. 

42. That the different nations are conscious of their 
postwar responsibilities and the measures necessary for 
their fulfilment is clear ftom the announcements of policy 
tlfat have been already made. The Steagall Amendment 
and the Agricultural Adjustment Act of 1938, as amended 
in 1942, have already asRurlld the farmer in the U.S.A. 
of substantial aid in supporting prices, since the prices 
for several commodities are to be supported at.not less 
than 90% of parity for two years after the cessation of 
hostilities, President Truman in bis _annual message to 
the U.S. Congress, delivered in January,' 1946, has also 
declared that the Government must assume ultimate 
responsibility for tho economic health of the nation 
and has enunciated two major objectives of agricultural 
policies firstly, to' assure the people on tho farms a fair· 
share of the national income, and secondly, to encourage an 
a~cnl,tural production pattern that is _best fitted to the 
nations needs, The Canadian Government have 
passed the Agricultural Prices Support Act in• 1944 
under which a Board has been constituted with power to 
support the prices of all agricultural products, either by 
purchasing such produce at ' prescribed prices or by 
paying to the producer the difference between the 
prescribed price and the average market price. In 
prescribing prices, the Board is required to endeavour 
to "ensure adequate and sta,ble returns for, agriculture 
by promoting orderly adjustment from war to peace 
conditions " and " to secure a fair relationship between 
the returns from agriculture and those from other 
occ?pations ". Even in: the United Kingdom, whe':e 
agr1cultur~ ma.y not be relatively as import.ant as it IS 

in tbe pnmary producing countries, the Government 
have declared that they propose t~ e8tablish a system 
of assured markets A.nd guaranteed prices for the 
principal agricultural products of the country as an 
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essential and permanent feature of their policy. ThE! 
farmers are to be apprized of the minimum prices for 
livestock, milk and eggs three to four years in advance, 
and for cereals, potatoes and sugar-beet well before the 
time for sowing. As a· corollary to the assistance 
extended, the Government would expect proper manage­
ment and equipment of agricultural land and . would 
permanently retain powers for direction, suporvisiou and, 
in the last resort, taking over possession · of land. 
The Food· and Agriculture Organisation an<;! the Unifed 
Nations Economic and Social Council also have under 
consideration a plan for setting up a World Food Board 
with powers to regulate production, prices and stocks, and 
the proposed Internationn.l Trade Organisation contem­
plates the setting up of specin.l commodity commissions. 

4.3. In India also, the ·reports and policy state­
ments issued dming warctimc, both by official and 
non-official bodies, have displayed an increasing 
awareness of the necessity for adopting similar policies. 
The Food-grains Policy Committee, the Bombay Plan, 
th~ Fami~e E~quify Commission, and the Policy Com-· 
m1ttee on Agriculture, Forestry and Fisheries have all 
stressed the necessity of a poliey of State assistance to 
agriculture with a view to safeguarding the position: of 
the cuitivator and ensuring the requisite expansion ·of 
agricultural production. After considering 'the various 
suggestions and recommendations made, the Government·: 
of India have announced an All-India Policy for Agricul:;" 
tnre and Food, stating in detail the objectives aimed at, 
the measures contemplated and the respective roles·:of 

-the Central and the ProviiUJial Governments in their 
execution. After outlining the various measures· that 
should be taken to achieve the objectives, the important 
general principle is laid dow~!- that proposals . will ~e 
judged not merely· on the bas;s of the dtrect f~nal!-cial 
return, but that ~ull accou;nt will be taken ofthe md1rect 
economic and-soCial benefits to the c?untry as_": whole. 
The statem'ent is also noteworthy for Its recogmt10n that 
one of the cardinal objectives of State policy is "to 
secure for agricultural produce an assured m~rk~t at a 

· "ce remunerative to the producer and fatr to 'the 
prl um. er" and for including in the programme of action 
cons ' · · b t' bl"' "h such economic measures as may e prac wa e .or . t e 
regulation of prices, so fas. to ~nsturethan adequate .~eturn 
to the cultivator and a a1r p~1ce o e consumer .• 
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CHA!'i'ER III. 

.lf!ethocls of State Assistanc-e. 

44. In order to achieve the objective~ of cxpn11ding 
agricultural production and placing n.dcquatc purdmsing 
power ·in the hands of the cultivator, it will Lc llCCl'e>nry 
for· the State to .initiate a progmmmc of coordi nni!'<l 
development consisting of a number of different mcasUJ'C'S 
integrated in a suitable manner. While this much is 
common ground·, there is difference of opi11ion a" to· tho 
methods which are· most appropriate for ensuring 
increased_ production. It is therdore necessary to 
examine the different methods of assistance in the 
context of the environmental conditions so as to assess 
which of them will lead'to the most effective attainment 
of the ·objective.s aimed at. 

' 
45; The desired expansion of production · cannot 

fully be achieved without measures which will secure 
~fficient units of production and wide application of 
1mproved farming . technique. Such mensu'roA will be 
adopted· only if it is economically worth while to do so. 
The measures of assistance must therefore cover both the 
technical and economic aspects of thll problem. 

'46. The technical problem is to secure ~n 9.11-to~nd 
. drive for greater efficiency in ·agriculture w1th a VIew 

to increase the natural productivity of the land an~ the 
yield per acre, through the applica-tion _of the ~rmts of 

-research to the specific problems of Indu;n agnculturc, 
Three stages are usually distinguished in this connection, 

. The first is to extend our scientific and technical 
· knowledge through research on subjects having.· a 
· bearing on agriculture. The second is to test the useful 

tesults of research on a full scale under local farming 
·conditions. The third is to secure the adoption of t-he 
:improved techniques on a country-wide scale by the 
· cultivator. In other words, scientific research work, 
. agricult~ral experiments and extension activities should 

be fitted into a comprehensive plan of action. Mu'ch 
. work has been done in India with regard to each of these 
.. aspects. Agricul_tural l·eseamh in this country rceeived 
. a fillip in the first few years of this century:, when the staff 

of the Agricultural Departments in all the Prov1'nc · · 
h d d · . cswas 

strdenRgt ene haSnt t~ n~mber. of Agncultura.J Colleges 
an esearc. a Ions Includmg the Central R 
Institute at Pusa were. established.. The next . esearch 
la.nd mark was the establishment in 1929 of th:n?ortant 

.C.A.R. 
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which was designed to assist and r.oordinate a.grioultul'IIJ 
research in India and to act as a clearing house for: 
information regarding research on agricultural and 
veterinary nmttcrs generally .. By 1937, the activities 
of the I.C.A.R, hued advanced to a stage at which Sir 
John· Russell could say that the great need . was for "a 
fuller use of existing · lmowledge rather than the 
accumulation of more knowledge'', for .. "work on the' 
cultivntors' fi.,lrls rather than in the laboratories."* 

47.· l'rogresH in the other two stages, viz., experi­
mental and t•xtension work hns been much less rapid. 
'I'hHe !tre a lJU!llUer 'of experimental stat.ions scattered 
over the. country, ):>ut doubts have been expressed as to'. 
whether their work has been fruitful. Sir John Russell 
has 'pointed out that their work was, frequently diffused;. 
confined too mttch to the laboratory and the pot-culture 
house, rmd almost always restricted to the experimental 
,,tation. lt is nlso generaJiy·recognieed that the exten­
"ion of the rc~nlts !Lchieved on th" expPrimental stations: 
to the fit· Ids of lho ·cultivators hus rarely proceeded with 
,ufficient speed. But thero is no doubt that an appreci; 
10ble amount of work _hus been done on the plll'ely technical" 
problems of Indian agriculture, and thn t further pro­
grc8s in this regn.rd depends on a wide extension of the 
norma!' activities of the Central ~tnd Provincial Depart­
ments of Agriculture. The ways in which this can' be 
done have been indicated in a. number of recent reports, 
particularly in · the I.C.A.It. ~iemornndum on the 
:Uevelopmrnt of Agriculture and AnimaJ Husbandry in 
India and the report of the Famine Inquiry Commission. 
While we do not· feel co,lled upon to make detailed 
recommendations on this subject, we dro.w attention to 
this aspect of tho problem because the desired expansion 
in production cannot be expected to materialise without 
the widespread adoption of improvfld farming technique. 

48. As we have pointed out ':larlier, technical im­
provements must be economically fea•ible, before t.hey 
can be expected to be adopte~ by the vilhtger. The 

ultivator will be induced to mve"t his funds in these 
~ provements only if the resulting increase in output :n more than compensate him for his additional outlay. 

49. A reduction ,in the costs can howe~er be brought 
ttbout by a variety of methods. The .requirements of 
tho cui tivator such as seed, manure, upplentents, ·etc. 
can be provided at a price below cost, the difference being 

• A. reporl on the work of •h• I.O.A..R,-Sir J' oh11 RuiBIIll. 
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borne by the State • as. a · subsidy to agricultural 
de:velopment. A reduction may be effec~ed in 
rimt, irrigation charges, land revenue, etc. by dehberate 
State action, With a given price for the final product, 
these reductions in cost will improve the not \ncome of 
the farmer, encourage saving and lead to greater 
efficiency of production. 

ISO, The method of reducing the cultivator's ooets of 
production by granting subsidies has been tried in varioul 
parts of India. Most Provincial and State Agriculture Dep­
artments have from their inception evolved various imp• 
roved varieties of seeds for distribution to the cultivators. 
T)le subsidized distribution of improved seeds hne been ene 
of the important measures ndopte·d under the present 'Grow 
More Food' campaign, which also includ< s subsidized sale . 
of oilcakes, fertilizers, compost, bone products, etc. to the 
cultivators. There is no doubt that by the provision of 
different facilities like seed, manure and water at a price 
below cost \).nd by directly undertaking operations for 
bunding, erosion control, etc., the State can influence in 
'a ·positive manner the direction of development. A 
system of differential subsidies · can secure th6 
diversification of crop~ r.nd promote greater stability in 
~he economy. A subsidy may also be granted fa~ carry· 
mg out particular improvements, or for confonnmg _t<~ a 
pattern of production set by the State. Such subs1~1es 
ha:ve been extensively used abroad, the most ~mtsto.ndmg 
be1~g the acreag6 payments made to farmers m ~ho,U.K. 
durmg the, war for bringing graosland under the 
plo~gh, and the rewards paid to U.S. farmers ?Y the 
Agricultural Adjustment AdininiHtration for followmg tke 
prescribed soil conservation practices. In India also, the 
method has been utilised to some extent during tho war 
by way of acreage subsidies to the customarv growers of 
short-staple cotton who diverted their iand to the 
production of food crops . 

. . :51. Thn method: of subsidies has the advantage 
~Irstly that th~ cost,is definitely known in n,dvance and 
m fact detornunes tno size of the subsiclics granted, and 
secondly, that the assistance granted is <kfinitclv related 
to the manner i h' h 't · · · · · f 

b 'd' . n w w 1 IS utilised. A system o 
su SI 1es IB of nartic 1 • t · · ·.:r di h ,. · u.ar Hnpor ance m lt country hke 

.·.' 
0 ,t'th ere the cultivator needs direction and guidance 
:en~s e ~et~ods he sh_ould adopt in effecting improve-

]. ·d. 
1
8 ull benefits of subsidies will however be 

rea 1ze on y if they h th 1 · · Th' . reac e actun tJ!ler for speaifio 
purp_o~es. . Is wtll require a large and com licated 
admimatratlve machinery for adjusting the anfount of 



benefit to tbe needs of each cultivator, checking· state· 
menta and arranging for payments. Even in its initial 
stages, the Agricultural Adjustment Administration in 
the U.S.A. employed· no less than seven thousand officials 
at headquarters alone merely for scrutinising claims and 
issuing cheques. This illustrates the difficulties of 'using 
the method of subsidies on an extensive scale • 

. 62. The other method of reducing the costs to the 
cultivator has also been used widely in India. Remissions 
of land revenue in times of failure of crops ha,·e been a 
normal fcr.ture cf the revenue ;yatem and ·concessions 
regarding water-rates ha,-e bef.'n widely grr.nted during 
'the 'Grow 1\Jore Food', campaign. In Sind, a sliding 
scale system of land revenue a;;scssment is in force. 
The scope for such adjustments is however limited, since 
certain 'items of costs nrc alrer.dy elastic to some extent. 
In some parts of the conutr$·, rents are paid in kind, and 
to that extent price-changes do not affect .their incidence 
on the cultivator. We do nut wish to minimise the 
importance of such adjustments of costs ns a method of 
p'rotecting the cultivator, but we feel that they can only 
have a palliative effect. In the nature of the case, down­
ward adjustments in thcr.e pcmands can only be carried 
out post facto, as falling ~;rices are not eas~ly predictable. 
The administrative roa-chmcry has proved ttself none too 
prompt in granting remissions of Ian~ reve':ue, and 
continuous adjustment of rents to changmg pnces may 
act as a deterrent to investment in land and lead to an 
increase in litigation. 

53 Apart from the specific .methods of reducing 
the co;ts of agriculture discush~edh a.hbove, t~dere are dce~tai;" 

I Onoinic measures w 1c ave WI esprea Inm-
gener!l ec b · th 't' f th dence and therefore have a. earmg on e post IO~ o e 

· It · taswell The improvement of marlretmg and 
agrtcu ubrlt~ I ment ~f regulated markets will enable the 
the esta ts 1 · f h · 'd b . t 

0 
btain a larger share o t e .pr1ce pa1 y 

culttvator 0 The regulation of money-lending and the 
the c~ns~.mer~f credit f>tci!ities will encourage works of 
orgar:1za IOU' • t by mltldng fina.nce available at a low 
land 1;uprovc~en f tho systems of le.nd tenure will give 
cost .. 'fhef rc orn\ 0 to the cultivator n.nd the regulation 
a feelmg o , securl 1 ]tural!abourer. The size of holding 
of wages to the agrtcnh. h gretttly affe<~ts output; it is 
is another f~ctor w t tho presEnt avero.go size is tc o 
generally behaved t!ta 

0 
in tho size of holding• will 

small and that ~': _m~re::<~duction .. 'l'hcso Pwa.sures n.re 
lead to more ef te~en "t nee to the prosperity of the 
no doubt of great liDpor a 
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cultivator, and we discuss them in datail in Chapter X of 
our report. 

li4. "The prosperity of agriculture is closely interre­
lated with that .of industry and any measures which tend 
to keep up a hi~h level of industrial employment an~ 
income will have favourable repercussions on the agn­
cultural economy by relioving pressuro on land and 
increasing the demand for agricultural produce. The 
development of largo-scale and small-scale industries must 
therefore go hand in hand with agricultural development. 

·A programme of public works, such as roads, railways, 
irrigation schemes etc. is also of great importance, as it 
~cts ns a pump-priming device and ~timulates private 
mvestment. · 

51l. It is obvious, in tht' light of what hns been •aid 
above, that the prosperity of agriculture depends on the 
economic situation as a whole. and no measure;: of assist­
ing. agriculture cr.n succeed. unless they are int<,grated 
into tho general plari. for eronomic development. From 
this point of vie\v, the monetRr,y policy of the aountry 
assunH s specie 1 importance. The , monetary policy, 
through influence on tho rate nf public h:,rrowing~, interest 
rates nnd open market operat.i11ns iu H'< uritic2, l'•'[ ulates 
the volume of curn ncy and influenc< s the gcnerallovol of 
priceF .. .A cheap ·money . polic•y stimulates ~ea.sures .of 

· economic doveloproe'nt, both public n.t;d p;1vate, .wh1le 
a dear money pc,Jky retards t!tcm. Even If particular 
measnr<'a of development may start in spite of unf!•vour­
able mon8i,ry conditions ami per!,u.ps jJIC>cet-d np to a 
point, they can bo ullin1[Ltdy su8t.a,h~td only if the OlOilC­

ta..ry })Olicy is of a con1Dleulenta.tv (·l:r.:;.acter. It is.neces­
•sary thertforo to foiJ,;w a 1r,OJ~~tnJ y policy which is 
calculated to maintain price''• emplc,ym~nt end incomes 
at satisfactory levels. 

. _56. But though an appropiir,t£' mondo.ry 11olicy is an 
llld1spe~e,h_le iJJ.strument for securing a gemnnl economic. 
';~J..>ar.swn, 1t needs to be reinforced by m<:!\Wl'Cfl cf n more 

. Ulre~t c~amcter. A monetary policy c<'n only have a 
rassn·e mflucncc on the inducement to .invest. Actual 
mvcst ' · · fl . meno 1s m uenccd by factors of a more indeic-r-
mJ_vate c\mr_actcr aml. the psycholog·icul factors art' often 
BUch tl•"t J1 V t h .u l cs mcnt docs not actually l'f'<;ult even 
t. ough the mmtoiary cm:ditions may he fa von able. \Vhilc 
mun.t;ta.ry p<; 1. ~, .• I' . t . 

t
. •·:" . o11JfJ contmuo to Le the instrument for 

ac mg upon t, e Ir.<·om ~ 11 , f · · 1 
• -~ •V cs t:.L a cw.!!srs c> po:-cplc Hpema 

}TfC:n,eu;:~z }ilCYe to l;~ tP.kl·!.l for acting Upon~ the incomes 
o par Jcu ar classes and particular sectors of the economy. 
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In the case of agriculture, in particular, a more frontal 
attack is called for, and specific measures have to be 
taken which•would have a direct effect on the level of 
·agricultural costs and incomes. Though .the lasting 
success of such individual measures will ultimately depend 
upon the pursuit of a complementary monetary policy 
which alone can sustain them, they have great value 
in transmitting the impact of policy to a sector which 
would otherwise prove difficult to reach. 

57. It is within a framework of general economic . 
development," therefore, that a programme of active 
State assistance to agriculture embracing the various 
methods described above has to be pursued. Each of 
these methods bas its own merits and demerits, as we 
have pointed ont,. and in a well-organised system of 

. assistance -all· must have their appropriate. place and no 
one method can be adopted to the exclusion · of others. 
Any .. one method may play a significant !,ole :within .the 
limits of a fairly prosperous economy 'when all that is 
needed is a mild regulation and the provision of fresh 
incentives in a few well-chosen directions. Where tha 
problem, as in India today, is ono ·of salvaging and 
revitalizing an economy which has suffered for.generations 

. from neglect, nothing less than a well-planned and 
thoroughLy integrated combination of all types of. 
assistance will be of real value. 

58. The measures of assistance which we have 
discussed so far· are on all fours with those which are· 
customarily adopted in tho tam of industries. Industries 
are also given nsoistanc-e by the State to effect improve­
ments in technical methods designed to reduce the cost per 
unit. In certain circumstances t·hcy Eire vJso granted relief 

, in taxation, nnd subsidies. Industrial prosperity also is 
generally r0rogui.scd to bo dcp.cndcnt · o~l a jJOlicy of mai.n­
taining purchasmg power, IH~ccs. and mcomes a~ a satis­
factory level. Tariff protcct1on Js equally apphcable to 
agriculture, and industry, and has been used . widely in 

. Europe hetwccn tho wars a" n met!10d of assistance, to 
agriculture. The metlwds so far descfl bed, there.forc, merely 

. provide for oqnlllity of treatment b etwee.n agncul~ure and 
industry and recognize that t,he prosperity of ngnculture 
is no loss important than the prosperity of industry. 

59. We are of opinion, howo:vcr, that in order to pro­
. teet the interests of agriculture m art effective manner, ,it 
is necessary to go further than. is ne_cessary in the case of 
manufacturing industries. The. agricultural industry has 
a. number ofpecu!iu.r features which are not found in other 
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industries. Firstly, agricultural production is inelastic 
in character in the sense that the supply does not a~d 
cannot fall ~apidly in the same· proportion as tho [all m 
markot prices. Since·thc producer depends for his. OW!l 
employment and his own consumption on Ian~ whwh IS 
his only capital, he has to continue his product1.on un.der 
all circumstances and cannot respond to a fallm pr.Ices 
by a rapid reduction of supply. On the contrary, smce 
he depends for the supply of his other requirements on 
the income he obtains by the sal!~ of his surplus produce, 
a reduction in price actually calls forth from him an increas­
ed supply in the market at the cost of his own 
consumption, in his effort to ·maintain his total ca~h 
income. Secondly, nature plays a dominant role m 
determining the quantity of agricultural produce. The 
agriculturist is at the mercy of climatic factors over 
which he has no control and a timely rain or an untimely 
frost can make all the difference. Thirdly, agriculture 
is a biological industry and ·cannot close down. 
A manufacturjng plant can be shut down and restarted 
a year later, but a farmer·cannot stop feeding his cattle. 
The. turnover of capital in agriculture is extremely sloW, 
the res~lts of capital expenditure are apparent only after 
a long time and in the meanwhile the capital equipment 
has to be kept in use even if the returns do not cover 
the costs. Fourthly, the difficulties are accentuated by 
the well-known fact that agricultural costs generally lag 
behind prices. While prices fall in response to bumper 
c~ops or slack demand, the costs are to a large extent 
ngid_ and cannot be adjusted downwards except after 
co?siderab_le rl)sistance and delay: Finally, agriculture 
bemg earned on by a large number of small producers 

. scattere~ all over the country, the producers remain 
u~orgamsed and .Powerless to deal with unforeseen 
dtsasters. The degree of risk involved in agricultural 
occ~pa~i~ns is so high that it is beyond the capacity of 
the mdtVIdual producer to shoulder and it is indeed 
fortuna~e for the community that he und~rta~es 
productwn at all in the face of such risks and mamtams 
the.s~ppl~ of essential commodities even in the absence 
of fu~anctal incentive. The peasantry carries on the 
esse~tJal service of production in good as well as bad time~, 
~lid Is therefore entitled to protection from society. If 1t 
Is Jhe duty of the producer to<continue to produce in 
?r. er that the nation niay not be starved of its basic needs, 
tt ~ al~o the right of the producer to demand that he bo 
mamtam d · · •t Th · . e In conditions of at least moderate secun Y· and pe~~antry ia the backbone of the economic syste.lll 

on 1 s survival depends the stability of society. 
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60, It must therefore be recognised that agriculti1re . 
is entitled in a sense to preferentia.] treat.ment in view 
of 'its greater BllBceptibility to seasonal and cyclical 
fluctuations and the weaknesses in its price-structure. 
Sinc.e on account of its special fea_tures, agriculture is at 
times placed in. a position of disadvantttge via-a-vi• 
industry, it is necessary to provide for mensures which 
will restore the balance promptly. ·In certain. situations 
therefore, it may be necessary to aluer deliberately the rntio 
between agricultural and-industrial.incomes in favour of 
the former. This has to .be done in practice by adjusting 
the tempo of increase in agricultural and industrial 
incomes in such a way as would close. the gap, 

61. An effective increase in agricultural incomes can 
.he secured' in the long run only by rn.ising the physical 
output per acre in relation to· costs. In order that a driv~ 
for this purpose should-secure the full and enthusiastic co­
operation of t.he producers, ·it is essential to provide them 
with a sense of security by. undertaking measures of price 
supper$. In practice, therefore,· a. policy of price support 
is a preliminary to the maintenance of agricultural 
IDCOJ!1B9· . 

62. A polioy of.prioe support can be implemented in-
, directly by sthnula.ting t·?" doma'.'d. of consumers through 

the grant of consumptiOn aubetdws; RubsidieB for con­
sumption, however, sh~re t~e mcnt.s and dPm(lrii.A of 
subsidies for productton, smce tb~;y crca;te tbe usual 
difficulties which are implicit in thA ndjustment of tho 
magnitude of aRsistan,ce t,o t.hfl requirements of the 
beneficiary and, in partJOul?'r, cnl~ for n huge .machinery 
for their distribution. B;s1rles, ~t, haA hDon found by 
experience tha.t consumptiOn subs1dws. are moro effective 
when given at the Atage of the sa10. of the processed 
product rather ~ban at the stage of pr~mary prodtwtion. 
Subsidies are giVOn to proceBsors ar:d m order that their 
benefits may be passed to the primary producers, the 
processors are req\lired to poy remu?era.tive prices to 
the primary produr.m·s. In effert, t~~refo;e, consump­
tion. ~ubsidies for proce~~ed commo<hties mvolve direct 
price-guarantees to thA pnmary producer. 

63. Aitothor mc-th()d of indireetly so~uring to the 
farmer tho benefit.s of stable return for lus . produce ia 
the grant of deficiency pay':"enta. Thcec• noue.IJy t~.ke 
the form of payments per '!mt of produc? sold, so 11~ to . 
makr< up for a!'! Rhortfall rn market pnces .. I_n r?ality, 
therefore, ckftoienry payme':ts 1tro only subsidies m nn­
other ~ormi the diffru·ence be111g that th"'Y are determined 



not in advance but nt the end of the year when the differ­
ence betwee-n the market prices ftnd the desired norm can be 
calculated. Deficiency payments, thenfore, involve not 
only a vast administrative machinery for checking the 
etatements made by producers regarding the acreage sown 
by.them and the amount of produce sold, but also. the 
determination of appropriate levels of prices on the baSlB of 
some standard formula. The advantage claimed for this 
method is that the scale of assistance is conela.ted to the 
needs of each individual farmer. For instance, to the ext­
ent that an individual farmer is able to secure a price in 
the market which approximates to the price considered 
appropriate, the deficiency payments are automatically 
reduced. On the other hand, it suffers from the disadvant· 
age that the magnitude of the payments and their burden 
to the State are not known in advance, Besides, it does 
not create the same psychological sense of security and 
optimism that is created by a price-guarantee. 

61o, Consumption subsidies and deficiency payments 
are however only indirect methods of assuring the 
farmer a. remunerative price. Many countries have 
therefore conaidered that. it is far simpler t.o go to the 
root of the matter and give direct price-guarant.ees 
to the farmer. This neces1itates that the State should 
make arrangements through its authorized agents to 
purchase produce from any person who wishes to sell 
it at the guaranteed ·price, so that_ if he cannot get 

· that price in the market he will get it from the State. 
In some c-ases, the State gives a loan against the produce·, 
the produce being valued at the price which the State seeks 
to maintain. If the farmer can get a bet.ter price in t,he 
mark?t, he sells the produce and-r!'lpays the loan, keeping 
th? dtfferonce. If on the other hand, a better market 
~nee IS not obtainable, he tul'ns over the produce to the 
State and gets the loan cancelled. This variant of the 
method ~as been. extensively used in the U.S.A. by the 
Commodtty Credit Corporation, and it has the advantage 
that the State can postpone taking physical possession of 
the stocks and may even succeed in avoiding it 
~~:et~er. T!:te 'principle however is the same; it is 
tak' 0 

. assunng a certain price to the producer, by 
mg over the produce itself if necessary. 

tice 
6:h The assura~ce of Buch a guaranteed price is in prac· 

. e most. effect1ve method' of maintaining agricultural 
mcomes. A known p · · 1 . . · t 
readily d nee 1s a t nng whtch the agric. ultuns 

un erstands It h t · · · h'Jll than any def' i · . as grea er stgmfwance to 1 
tc ency payment that he may hope to geUater. 



The price-gurantee extends an assurance to the producer 
that he can alway's depend upon receiving a price not 
below the level guaranteed and gives him a sense of 
stability and security which. cannot but inf1uence hia 
decisions of investment and production. The guarantee 
of a minimum price for even a single season is of 
inestimable value to the agricultural producer, since he 
knows in advance of his plans what he may safely look 

· forward as a return for his labour. The wide range 
over which prices fluctuate in the market is the greatest 
single factor restrictive of agricultural dev~lopment, and 
a narrowing of that range with a floor below the market 
prices immediately creates the conditions necessary for 
a general expansion. A guarantee of minimum prices is a 
general. measure of agricultural assistance, s.a dis tin­
gniahed from the selective assistance given by subsidies. 
The effects of such a guarantee permeate the whole 
economy, whereas measures such as subsidies only 
achieve the particular object .aimed at. Subsidies can 
be effective only . when the general economic environ• 
mentis favourable and all that is necessary is to remedy 
a particular situation. When however it is a general 
expansion that is ah~ed at, a guarantee of minimum 
prices is the moat effectrve measure to adopt. 

68. Some of us i:p. fact consider that even if all the 
other measures of State assistance described by Uli are 
put into offect simultaneously, they will not succeed 
in attaining tlie object in View unless the producer is 
also guaranteed a remunerative minimum price for 
his produce. This view is based on the experience 
that the combined effect of all tho other meo.sures is 
swept away at one stroke if prices fall below reniu. 
nera.tive levels. 

67. It is true that in theory a fall in prices may be 
oounter·bala.nced by reduction in costs, subsidies, eto .. 
but in Indian conditions, in vi<•w of the rigidity of fixed 
items of costs such as rent and land revenue, and the 
unlikelihood of subsidies being given on an adequate 
scale there is a case for holding that if prices fall the 
effeo' of such a fall will more than off-set that of all 
the other palliatives combi~ed. , If this happens, 
marginal land will iO out of cultrvatron and production 
will fall. Although this tendency cannot go on indefini· 
tely, since the ?~ltivator's o~n needs w!ll _compel him 
to cultiv~te a mrmmum que.nt1_ty of l_and, 1t Is obviously · 
undesirable to risk e. decrease In agriCulture.! production. 
It is on these grounds that some of us feel that all other 
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measures will be in vain unless minimum prices a~e 
guararite.ed. While !ill of us are ~~t prepare~ to go to thta 
length, wo are agreed that xrummum pnco-guare.nteea 
constitute the most important single meuwre of State 
assistance to agriculture and thoir absence will mili'oato 

·seriously against the benefits conferred by other 
measures. 

!18. We are reinforced in this view by a consideration 
of the special n~eds of Iudian cultive.tore. P,grlctJltur<' 
in this country, e<:en at the best of times, is a gamble en 
the rains and othe1· climatic factors. In addition, crops 
are subject to pests and diseases against which ~he 
producer ~an rarely afford to protect himself. Product;on 
is therefore subject to wide fluctuations. A relatively 
small proportimx of agricultural production f'nters into 
the cash economy and smaller still, in the export trad~; 
yet, even a small che.• ge in the prices of exports JS 
sufficient to influence , the prices in the intc:mal ro.arket 
and the purchasing power of the producers concerned. 
While a fall in the prices reduces the income of the 
agriculturist, his costs on e.ccount of land revenue, rent 
and other charges rem~,in fixed, end his debt piles up 
simultaneouaiy with an increase in its real burden. 
Moreover, the high proportion of the population on Iar:d 
makes our economy peculiarly susceptible to ch&ngen m 
agricultural ·prices. The .agriculturiots c~nnot afford to 
take heavy risks, and they naturally hes1tate to adopt 
new techniques or to invest in improvemento,. or eve:J. 
to avail themselves of the ·facilities and oervices offered 
by the State. The incomes of tho agriculturist' make 
UJ? the bulk of the purchasing power in the c:ountry and 
mde changes therein produce likE' changes in the fortunes 
of dome~tic industfie•. A large nnm bcr of producera 
~!ways hve on the border line of £nbsistcr;~t>, aad th·~•~ 
lS a chronic relative scarcity of land, and capital. 
~n~mploy~~nt rarely appears in the form that it presents 
1n 1~dustrxa! c~unhifJs, for i1; is <1lw::tys 1nesent in the 
~ff-Beason.disgulsed in the form of superfluous J;tbour on 
,arms •. wh1ch he.~ nowhere else to go for lack of demn.nd. 
~=~ d~~tress ana de,st~t~tion of a_ population whi?h, at 

t 
' U'i'es on a suoolstente level can in theee cnoum­

B ances be well imagined. 

b 
69

• The ~grieulturn.l nrr"l.ucer in India "an therefore 
e more rea.(hlv ind " · t . _ . .r _ r e · f ~- tl('f-q ·O r:c.:opera.t,~ 1n a anve JV 

h:;a~:~o~ <\· prcdfaction and increase in its efficier;.cy, if ?e 
ee mg 0 oecuri~y that his surpluo produi'e will m 

anv OVf~r.t fet~·b !1. r·ri t 1 - .• .. ~ ~~ r~ no· OW!'"r thP.n a given nun1nnnn-



Whi!e we '?ay_ differ in emphasis, all of us recognise that 
the Ir.centivc offered by sud1 a gua.rantee is direct and 
general in its incidence, is easily understood by the 
producer, and evokes his willing response. We recommend 
that such 11 gnnrr.ntee should be an essenticl part of any 
policy of ngricultural development. · 

70. The effective gunm11t.ee of a minimum price will 
not only introduce an element of stability in agriculture, 
Lut will ulso promote ~t~tbility in other spheres of 
<economic life. As the Famine Inquiry Commission ha.ve 
sa.id "a f:>ir return to the c:ultivator is one of the foun­
dations not only of agricultm11l prosperity, but general 
prosperity also.· The prices of agricultural produce are 
a matter of crucial importance in the economic system 
becau~e of. their influence on the whole productive 
structure, thrcugh the coats of raw materials ;md the 

. costa of labour. The prices vf r~.w materials affect the 
prices. of the manufactured pcoducts, which have to face 
the competition of synthetic products, and the pri< es of 
food determine the cost ofJivi.J,g which are the basis of the 
fixation of wages and dearness allowances." Since 
changes in agricultural prkes affect the profitability 
of industry and its competitive capacity both at home 
and abroad, industry should welcome any attempt to' 
introduce· comparative stabilivy in agri01;ltnal prices. 
Such stability, even for short periods of tin:e, stabilises 
the costs of raw materials and the wages paid to labour, 
and leads to the stabiliflatwn of indu,orial prices 
in turn. At the so,me timo i~ serves to stabilise the 
purchasing powr.r of the krge agricultural population and 
thereby prcvides s. steady demn.nd for the industrial 
products. In a country like India where th!lre is a huge 
potential market within the country, still largely untapped, 
this consideration is of prime importance. Its importance 
is already widely appreciated as is clear from the fe.ct tha.t 
the representatives of industry are strong supportsrs of 
a policy of stable agricu,lturnl.priccs. The Do:r;nba! Plan, 
for instance, makes the fcllowmg recommendatxon .-

" Large fluctuations in the prices of s.~p·ioultural 
commoditic~ have been s.mong_ the _most- Import':'nt 
factors which have pr('vented agrxcultunsts fr~m making 
more 6ustnined efforts to improve the )ield oi the land. 
To check these fluc\tmrions in futur~ and· to assure 
to the cultivator a measure of se~unty m rf·spe.ot.of.the. 
prices of hi~ crop, we suggest tha.t. for t~e prme1pal 
agricultural crops, the Government should aooj,t a policy 
of fixing ,fair prices. In· fixing a fP.ll' prwe, account 
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should be taken of the cost of living in the area 
concerned as well as the cost of production. It would be 
necessary for enforcing these prices to build up 
adequate commodity reserves which could be utili~ed 
to check violent fluctuations. To prevent a depressiOn 
in the prices of specific agricultural commodities ·as e. 
result of foreign imports, the volume of imports should 
be regulated by means of tariffs or by fixing quotas." 

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

72, Price-guarantees will maintain the price of land 
also at a. steady level and thus increase the value of the 
only security which tbe producer has to offer. This 
will affect the lending policies of credit institutions who 
will look with greater favour upon advances on the 
security of land and agricultural produce. The risk in 
such advances will be reduced to an extent at which even 
~nsurance companies may be expected to cover a. part of 
It. _The de_velopment of cooperative marketing will 
recerve a strmulus, as marketing societies can then with 
greater safety make outright purchases, hold stocks and 
expand their commercial as distinguished from agency 
activities. The importance of a policy of price support 
to the development of the cooperative movement in India. 
has b~~n cle?"rly brought out by the Cooperative Planning 
Commrttee m the following paragraph of their report :-

" Private Initiative in the economic field is bound to 
be gr~atly rest~icted in the present stage of development 
?f tbrs c~untry because of the high degree of risk that is 
mvolved mall spheres of activity. While the cooperative 
n:ethod of organisation is itself a method of reducing the 
r1~~ .to be shouldered by each, by pooling the responsi­
bJlit~es of all,. the.re is a limit beyond which even a coop­
erative orgamsation cannot go in reducing the risks and 
hazards of enterprise. For this reason it is essential 
that the State should intervene and take the necesso.ry 



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

73, The replies that we have received from the Provi-. 
ncial and State Governments and important organised 
bodies of public opinion to whom we had circulated our 
questionnaire, though differing in detail, are overwhelm­
ingly in favour of a policy of maintaining remunerative 
prices. The Governments of Bengal, Madras, Bombay, 
Punjab and .Assam, as also the Local Administrations of 
Ajmer-Merwara and Coorg have expressed themselves in 
favour of a State agency to determine fair prices and 
enforce them by purchasing surplus produce from the 
market. The Government of Bihar, while agreeing that 
it is necessary to assure the agricn!turist a. return which 
is proportionate to the return obtamed from other forms 
of labour, feel that much could be accomplished bym~thods 
·such as the reform of the systems o~ tenancy, credit and 
·marketing.' They, however, recogruse that. an artificial 
depression·may have to .be safeguarded agamst by State 
intervention and the ma~ntenance of. buffer sto?ks.. The 
Administration of Delhi ta.ke the VIew that fixatiOn of 

· es will not be poRsible in the future unless the existing 
~~~rgency legislation is continued after the. termination 
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of t.he war. MMt of the Indian States who have 
replied favour a policy of.pric~-fixatio? and the san:e at7 
titude is taken by the Indmn ( cntral Cotton Committee, 
th.e India.n Central Jute Committee, thf' India.n Central 
Coconut C',ommittee, the Indian Central .Suga~cane 
Committee and a large number of non-official organisa­
tions and private individuals. 

7 4, While thus stressing the importance of gu~.rant.ced 
minimum prices, we wish to emphasise that. tha bonofit~ 
of such guarantees must. be carried down to all classen 
participating in agricultnrc and steps should be taken to. 
protectjn particular th(' Arnall cultivators and agricultural 
labourers, who are moet vuluarable to the hazarda of 
agriculture and n"ed grPat:er protr.ction than the bigger 
landlords. . Wa disouss 1.his question in greater &tail in 
a subsequent chapter and only wish to point out here that 
measures to fix minimum agrinultural wAgf'R and 
to protect tho tenant agn,in3t undue enhancement of rent 
are an important complement to a policy of price-fixs.tipn. 

7 6. A .policy. of me intaining the incomes of the 
agriculturists by guaranteeing pric0s at a minimum 
level has to be associated in pre.etice with an undertaking 
to provide ·supplies to the consumers at reasonable prices, 
not exceeding a specific .maximum. Where need be, 
the State may in addition give speeial.prot.ection to the 
vulnerable and poorer classes of consumers tlll'ongh snbsi· 
dies on consumption. It should thus be the object -.of 
s.tatp policy to ~~ld tho market. prices ~t.hin a bracket 
fiXed by the rnimmum rmd max;mum prwes as the t.wo 
enveloping limits. As the market prices show a tendency 
to deviate, the one or the other limit will become active 
and should be enforced by appropriate measures. 

76. A policy of guaranteed prices is thus not merely 
an emergency measure undertaken to ward off· an 
an~icipated depression,,but is a normal measure designed 
to msure the economic system against bot-h -booms and 
depressions. It i~ not the ~ntcntion to prevent long-term 
factors- such as mcreases m productivity and shifts in 

- de~and from having their norma} effect on agricnltnra.l 
P!Ices, but to protect the price structure from short-term 
disturbances !lf a sporadic or cyclical character. It may 
be. that the guarantees may remain passive if tho market 
P;Ices f?llow a smooth course. The machinery of regula­
tiOn will then enjoy occasional spells of enforced quie­
.scence. In a ~hanging world, such occasions will however 
be rare, and smce the prioe-guaro.nteea may have to be. 



extended to a. number of commodities with varying supply 
and demand factors, the guo.ran tees relating to some 
one or the other out of them are bound to be a live 
issue for most of the time. It is important to remember 
tha.t it is not merely a question of putting only a floor to 
prices, but of putting a. ceiling as well and. what is more, 
of revising the .floors and ceilings at regular intervals. 
The policy is to substitute limited and gradual varia.tions 
in prices, a.t definite time intervals, according to . a. 
'pla.nned procedure, in place of the wide, spasmodic and 
erra.tic course of prices that a.ctua.!ly results from the 
interaction of supply and demand in the market. In 
short;. the guiding principle of policy should be to fix 
prices within a. range which would be fair • both t-o the 
producer and to the consumer and be capable of be.ing· 
enforced in practice. The State •hould provide an asRured 
market to the producer a.t the minimum price, by 
guaranteeing to purchase all that is offered to it at tha.t 
price, and it •hould undertake to release suppli<>• at the . 

. maximum price when the ma.rket px:ioes threaten. to 
exoeed the preacribed maximum, so that the needs of· 
consumers may be &dequa.tely _met. 

77. · The adoption of a. policy of price-fixation in India 
will not present serious- difficulty since; it would only 
bring the country into line with w_hat is alreay b<'ing 
done in other · countries. The U.S. Government has 
assured twenty farm commodities of price-supports in 
the immediate post.-war period, to t-he extent of 90%. 
of ·the parity price. Jt. has nlso la.id down a.n a principle· 
of State policy that a farm family should be a•sur~d of 
a standa.rd of. living comparable to t-hat of a family of 
equa.l capacity and industry which derives its income 
from business or factory work. In Canarla, the Agri­
cultural Prices Support Act of 1944- has set up a Board 
with e.uthorit.y to purchase·st.apl<> agricultural produrto, 
whenever snob products cannot be •old in thr market 
a.bove certain 'floor' prices. The ·Board is ehargrd with 
the obligation of securing a fair relationship betwet'n the 
returns from agriculture and those from other occupa­
tions. In the U.K., the Government has established 
a. system of guaranteed prices and assured markets for 
milk, fat, livestock, eggs, cereals, potatoes and sugar­
beet. This general acceptance of the policy of price­
fixation ma,kes it easier for the different ronnt,ri('r, to·. 
reach agree-ment on a common anrl int-egratE>d price 
oli~y which will be of mutual benefit and will help · to 

:revent prire·policit's in individual countries from boipg 
disloca.ted by competition from abroad. In fact~ it should 



~e possible to coordinate national policies in this fielrl 
through an international organisation, in a manner which 
will maintain agricultural prices on a world scale. W<> 
are glad to note that proposals have already been made 
at the recent meeting of the F.A.O. at Copenhnfen 
for setting up a World Food Board for stabilising price• 
on the international market, and for building up a worlci 
reserve .of food so as to ltwel out good and bad harvests. 
We eJso understand ~hat it is proposed to evolve an 
international commodity ·policy at the International 
Conference" Ol) Trade and Employment, to be he1d 
shortly, 80 1!-8 to deal with both, situations of chronic 
disequilibrium between supply and demand, as well "'' 
short-term and cyclical price fluctuations. A machinery 
for interna.tiol)al collaboration .in this field will greatly 
assist in the implementation and coordin .. tion· of national 
policies of price support . 

. 78. Although our report concentrat<:s mainly on the 
·specific problem of price policy, we do not wish to lend. 
countenance to the view that the enforcement of mini­
mum price guarantees alone is sufficient to saf.,guard th .. 
interesta of the cultivator. On the contmry, we wish to 
emphasise that a policy of gua.rant,eed prices should form 
part of a comprehensiye syst.em nf State nssistanQe t.n 
agriculture, cinbracin~ ·a nmnber of measures of agricul· 
tural and general economic devPlopmrmt such as those 
described by us earlier in this chapter. A price-policy 
must be conceived wit.hin the framework of liD 
adequate lev<'l of general e·conomic activity. It is 
only an increase in the real wealth of tbP country that. 
can in the last resort provide a. wider mark<'t for agri· 
~ultura.l produce and .b~mg about a !~sting impro'l(emfjnf 
1n the standard of liv1ng of the a~nculturist. · 
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CHAl'TEB IV. 

Principles of Price lia:ation. 

79. A policy of price support by appropriate State 
action raises the qm·glion of the level at which the prices 
should Le maintained.' The <1bvious answer that suggests' 
itself is that the prices should he maintained at a level 
which would be fair both to the producer and to the 
consumer. Fairness to the producer involves a price 
which covers his cost of production and leaves him a net 
income which is approximately equivalent of the income 
obtainable in .other comparable occupations, so as to 
provide him with an incentive for expanding production. 
If the price is lower than this, the producer will ·have 
no reason to continue in that occupation and may migr\'te 
to more remunemtive avenues of employment but for 
the facts that alternative Jines of employment are limited, 
and the producer looks upon agriculture more as a way 
of life than as a source of profit. Fairness to the 
consumer involves that the price should be such as to 
enable him to satisfy his basic minimum needs at a given 
level of income. If the price is higher than this, it would 
reduce his standard of living with consequent effects on 
his health and efficiency. 

80. In the translation of the ~oncept of fairnesB 
into actual practice, certain difficulties arise. ~at may 
be considered fair to one producer under certain condi· 
tiona of cultivation may not. be fair to another produ6er 
whose conditions of cultivation are entirely different. 
This is an aspect of considerable importance in India 
where i,he costs of production vary from region to region 
and oft<"n even from holding to holding. The enquiry into 
the cost of production of certain crops which was 
conducted by the Imperial Council of Agricultural 
Research revealed v~ry ·wide variations in costs. The 
following taJ..,Je shows the .mean cost of production of 
wheat in certain producing centres during the ye&rs 
1933-34 to 1935-36 of the depression period :-

Province. · Centre. No. of Mean cost Standard 
holdings. in Rs.per Deviation 

Punjab Lyallpur 48 
Jullundur 48 
Gurdaspur 20 

Sind 37 
C.P.& Berar Na.gpur-Wardha 12 

Berar Plains 16 
Berar Ghat 12 

Maund· 
2.11 
3.39 
1.60 
2.92 
3.97 
6.68 
3.43 

::_0.05 
+0.11 
:t'o.20 
+0.18 
:t:"0.38 
+0.74 
+0.28 



,, 
. . . are accounted for · po.rtly by the 

Tne•e vartattons 1 .1 d. pertly by the 
. 't f the looe solS an . t 

producllVI y-o f bullock and human labour. For IllS_ ah 
relative costs o h l d consists of moderate to nc 
nee, in Lyallpur t e . an are main! sandy to medium 
loams. .{\~!~~~~r .!~~; lo&ms pred~niinate in Gurdaspu~ 
loams," most expensive in Jul\undur an 

. Bullock la?our • was ur Gurclas ur coming -in between . 
.. rheapest . 1 ~. L)allp btainecl inprespert of human labour. 

l:limilar ~If ~ren~rs o e costs of reduction are .however by 
Such varmtJOns_ ~~ !h India Th~ Australian Royal Commi­
n~ rueans,};ehce·~~alfo~ insta~ce, noted the following figures 
s~non on n , . 
in. regard to costs of productiOn :-

Cost of production per bushel. Percentage of producer&. 

Below 1 sh .. 
Between I sh. & l/11 
Between 3 sh. & 3/11 
Between 4 sh. & 4/11 
Between 5 sb. & over 

These examples slu>w bow difficult it. is 
resentative figures of costs of production. 

3.9 
21.0 
38;9 
1!1.6 

4.9 

to get rep· 

81 Similar difficulties also arise in defining what 
· f ·r· to the consumer. A price which is fair to a 
IS a! h" h . . • \'k l 

U
mer belonging to a 1g er mcome group IS 1 e y to cons b 1 . 1 . 

b unfair to a consumer e ongmg to a ower mcome 
g~o'llp. The fairness or unfairness of the cost of Jiving 
is after all relative to the income of :the consumer. 

82. The immediate interests of the producers and the 
immediate interests of the consumers thus appear to be 
different and to a certain extent divergent. The producer 
is anxious to obtain the highest price for his produce, while 
the consumer is ,anxious to obtain his requirements at the 
lowest possible cost. A full in prices imposes hardship 
011 'the ·producer by immediately reducing his income, 
and tb.ereby imrairing his efficiency. :rhis results in 
a shrinkage of the scale of his operations pending the 
adjustment of costs to pdcbs. Hence, even if the prices 
of other commodities consumed by him fall in the same 
proportion he is still a net loser. On the other hand, 
falling pt~ces confer a dispropm tionate benefit on the 
consumer because, normally, they result in an increas<' 
in his net saving. The produc~.r needs to be assured of 
a reasonable 'income before he, will undertake int.ensi ve 
agriculture. Theconsumer, on the other hand, is anJJ;i0\1' 



to· obtain his requirements at ·as low a ·cost as pQesible. 
There. th ns n.rises a gap which leads to a certain divergence 
of interests as between the two sections of -~he population. 

· 83. .A longer view will however show that the inte.resta 
of prodticers and consumers are interdependent. 'fhe same 
person may be a producer of certain types of.goods ·and. 
a conenmcr of otJu,rs. In the same manner, different 
region" may he surplus or defiCit for .different crops; and 
they ma~· export their surpluses and import their t;equire­
me.nts. The· Punjab, for instance, usually .. e-xports wh~at, 
rice and millets, and imports vegeta-ble ·oils and tobacco. 
Assam has exportable surpluses of rice, jute and tea and 
imports wheat and .pulses. Madras .normally •exports 
yegetable oils, groundnuts and tobacco, 'and imports 
wheat, gram and rice. Bombay exports vegetabfe oils 
and tobacco, and imports gram, rice; wheat and ground­
nuts. Bengal is surplus in raw jute, but deficit in 

. gram, wheat, vegetable oils and tc:>bacco. In India, 
where . a majority of the population consists of agri­
culturists, ·the conflicting interests are not between 
the producers and the consumers as su~h but betw·een 
the rural population which is predominantly agricultural_ 
and the ·urban population employed in industry, service 
and trade. · 

8,, Even here, the unity and interdependence of 
interests are deeper than the apparent conflict. The rural 
producers and the urban consumers ·are both interested 
in the stabilitv of costs and incomes. It is the wide 
fluctuations in. costs and incomes and the consequent 
instability which give rise to a feeling of insecurity, 
destroying initiative and enterprise. Jf these fluctua­
tions can be confined to a narrow range; •it would 
make for increased production as well as for sec­
urity of employment. Our aim should therefore be 
the fixation of fair prices -whirh would provide st.able 
incomes to the agriculturists as well as stable costs 
of living to the urban workers. The stabilisation of 
the costs of living would no doubt lead to the stabilisation 
of wages which together with the stabilisation of the 
costs of raw materials would make for stable prices of 
manufactured goods. .A policy of. price fixation, accom­
panied by a .strong drive for efficiency, will thus be in the 
interest of all classes of the community. 

85. Further, it is important to remember that neith~r 
costs nor incomes can be rigidly fixed for all time. When 
prices are fixed at a level which is fair to the producer, 



measures should be simultaneously taken to. maintain 
employment and wages at an appropriate level; then 
the prices fixed ma.y prove to be fair to the consumer a.s 
well. In the same way a. price which is fair to the con­
sumer would also ·prove to be fair to the producer, 
provided plans of a.gricultural improvement have resulted 
in the r.eduocion of the costs of production. 

86. ·The increased efficienc;r bf production will 
contribute largely towards resolving tbe confligt b!.'twron 
thtj pt•Oducer and the oonsumor ... ~rhe ~'~RR11rn..ne~ of no fn,h: 
Income to Llle producer will induce him to adopt Ullpt'Oved 
techniques of production which will reduce the costs per 
unit of output a.nd tend to lower. the level of prices. The 
fair price fixed can be progressively reduced as efficiency 
increases and production expands. It should ·be remem­
bered that the fixation of a. fair price is not an isolated 
measure for the transference of incomes from one class to 
another; it is a part of an integrated drive for increasing 
effici~ncy' expanding production' . and raising the 
standard of living. The fixation of a fair price will serve 
a.s an inducement to the cultivator to make full use of 
the expert technical advice and the facilities for improvP­
ment made available to him. If for instance, the average 
yield of wheat is 10 maunds per acre and Rs. 75/- per 
acre is considered to be a. fair income for the cultivator, 
then the fair price will have to be fixed at Rs. 7/8 per 
maund. As a result, measures calculated to increase the· 
efficiency of production will be undertaken and if the 
yield per acre goes up from 10 maunds to '15 maunds, 
the income of the cultivator would rise to Rs. 112/8 with 
a price of Rs. 7/8 per maund. A certain increase in the 
expenditure of the cultivator will be called for on account 
of his extra. outlay on seed, manures, and other efficiency 
factors. If the cost of these factors is taken to be equiva­
lent to 2 maunds per acre, i.e. Rs. 15/-, then an income o£ 
Rs. 90/· would cover his total costs and it would be 
possible to reduce the price of wheat from Rs. 7/8 per 
maund to Rs. 6/- per ma.und without prejudicing · the 
interests of the producer. The actual price will then be 
fixed at some intermediate point e.g. at Rs. 6/12 pe:r 
maund, so as to distribute the benefits of increased 
efficiency equitably between the producer. and the 
consumer. Thus, even if the initial fixed price of Rs. 7/8 
were slightly higher than what the market would 
normally permit and the consumers could afford., the 
temporary sacrifice that. the consumer would have to bear 
would be compensated by the lower price that h<' would 
pay in the lung run as a. result of the increased efficiency 



n( production. The case ill, this rea~c$ is an&logoua to 
th~ case for prot~tion of industries. 

87. We realize that in the initial years while the 
increase in efficiency has not yet caught up with the 
increase in price, certain classes qf· consumers may be 
put to hardship because the price.,.~ prove beyond 
their men.ns. The solution to tbis lies·· not in fixing the 
price at n. lower level, but in assisting the consumers, 
especially those in the lower income groups, by special 
•ub~idi\le orr con5YmptiPn, In dtwiding wh11t is ·fllir to 
t,hf' I')On~mmf'lr n. lonQ-Th.nfl~ vi~w hP·!!I tM · h~ t,,.,k('IH A>ntl in 

t.he long-run, 11 price which is fair to th11 producer, i.e., 
covers his costs of production and leaves him an income 
comparable with incomes in other occupn.tione will also 
prove fair to the consumer, by increasing the efficiency of 
production and making possible a reduction in prices at a 
oubsequent date. .This is the criterio.n which has· been 
,,dopted in the U.K. and the announcement of agricultural 
. policy by the Minister of Agriculture states inter alia : 
"The objective will be to promote a healthy and efficient 
agriculture capable of producing that part of the· nation'• 
food which is required from home sources at a lowest 
price consistent with the provision of adequat.e remu­
neration and decent living conditions for· farmers and 
workers, wii;h a reasonable return on capital invested. " 
Similarly the Agricultural Prices Support Act of Canada 
requires the Agricult.ural Prices Support Board set up 
under the Act, " to endeavour to ensure adequate and 
stable ·returns _fo'r agriculture by promoting orderly 
adjustment from war to peace conditions and to .secure a 
fair relationship between the returns from agriculture 
and :those from other occupations ,; 

88. We feel that the ultimate goal of price policy in 
India also should be to enable the agriculturists to 
obtain an income 'which is sufficient to. mainta:In him 
and his family at a standard of Jiving which is equal to 
that enjoyed by other compa.~able classes of the popula­
tion and to fix the producer's price accordingly. H 
the producer's .price so fixed is beyond the means of 
certain classes of consumers, they should be given 
adequate relief through consp.mption s.ubsidies. 

~II. Whe11 we say that a fair price should cover tha 
costs of production and leave a margin which would 
cover the costs of living, what. we have, in mind are not 
~he. cos.ts. of the matginal vroducer or the oosts. of the. 



averag<fproducer, but the cost~ ofthe bulk of the· produ­
cers of that commodity in the main producing areas i. o., 
who have a representative size of holding and are wholly 
dependent upon such . holdings. As we have already 
stated, there are· wide·: differences in the conditions 
of: production. depending upon many contributory 
factors which are.reflected in the costs of production. 
We do not think that the prices should cover the 
cost of cultivation. of marginal lands. which are lands 
which cannot give .profitable yield& and ·in this, we agree 
with , the, view. expressed by the Foodgrains Policy 
tiomlOittee that the·" best way of: dealing with them 
is. to give. a direot.subsidy to cultivation of such .lands 
rather. than to· raise the· general price level to .a.n ·extent 
sufficient to. cover the additional costs. involved ". · The 
av~rage,cos~s .of production would· also not be a. reliable 
guide because this type of average would no doubt be 
influenced by marginal lands. · What we a.re anxiou• 
to B!'cure,.ie .a. price. which would cover the oosts of produo­
tion1of,the: bulk of the.cultivators and for this purpose· 
t'he.Jand to be taken into account should he ' represen­
tath:e~, rather. than.' average' or' marginal'. The most 
repr!l'lentative cost ie, obviously that which is typical 
of. theJa.rgest num.ber of. farms i.e., that which is a ppli­
.ea.b.l~ to land. which is. most common. This criterion has 
to be applied no.t only to the quality of the land, but also 
to .. the.size. of the·farme, .. in view of. the" well-known fact 
that the scal!l·Of.agricultural operations has a. significant 
effeqt on. unit cost of production. The costs of produc­
tion .. on.~ representative ' land. should also include costs­
which. are !Det. in kind such as the s.otual labour of the 
cul~ivator.and his .family and the coat.. on account of t.he. 
oapttal and .la~d owned by the.cultivat.or. himself, The· 
're~reeentat1ve costs should include fair wages to the 
agricultnrallaj)pu~er. employed •. 

~: Simila~Iy the costs of living w.hioh are relevant 
for .this.purpose are the,oosts of living I'n tho· 1 
Th h ld · 1 d o rura areas, 

ey:t~ 00
· · · 

1.~c th B·snch 8J'tioles. as enter into the con-
sumpt~on, ofrt,.hl ·ule~· de- not, should enter. into the con-
sump wn.o e,c .tivatots .. as.a,.class .. 

11. Unfortunately; there does not exist . I . 
present any organised agency which collects 
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In ~dia. at 
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by individud research workers The B pder10ds 0 t.m~e 
E · · th p • b ; oar of Economic 

nqwrrln e nnJa . and the Gokhale Institute ofl'olitioa 



..nd Economics, Poona, have done notable work in··' this 
direc.tion. Since I 926 the Board of Economic Enquiry, 
Punjab, has been publishing an annual series "Farm 
Accounts in the Pun~ab " dealing with the cost of product-

. ion of crops in different holdings in the Province. The 
Board has also issued other publications relating to· 
agricultural holdings, agricultural mortgages, cattle and 
milk problems, urban cost of living, rural family budgets, 
food prices, marketing, sale of land, village surveys,. etc. 
The Gokhale Institute of Politics and Economics at 
Poona has ·also conducted some surveys, the· most useful 
from our point of view. being t.he. surveys · of farm 
business in Wai taluka and of the marketing of fruit in 
Poona. Similar surveys are being conducted by ·the 
Universities, but in general, the work is scat.tered and 
pieoe-meal, withot1t any unifying and co-ordinating force~ 

92. ';he only large-scale organised enquiry into the 
costs of pri>duction was the one conducted by the Imperial 
Council of Agricultural Research to which reference has 
already been made. This enquiry aimed at ascertaining 
the costs of production per acre and per 11\aund of certain 
c~ops in the.principal sugarcane and cotton tracts in India 
and it was jointly financed by the Imperial Council of 
Agricultural Research ana the Indian Central . Cotton 
Committee. It covered a' period of three crop years 
Hl33-36 and WP"B baaed on the cost accounting- method. 
It involved the recording of the costs.of all farm opera­
tions and business transactions by u. large organization of 
village investigators, permanently stat.ioned arid in conti-

. nuous attendance on the selected farms. The work was 
·supervised by dist.rict supervisors and provincial officers 
under the general guidance of the Chief Economist _of the 
I.C.A.R. at Delhi. The choice of the villages and holdings 
selected for .enquiry w_as left. to the pr~vinnial . depart­
ments of e.gnculture mth the general mstruchon that 
they should be as repre~ntative as. po.ssible,. i.."·, taken 
from that group into winch the ~.aJorhy of VIllages. Q.I: 
holdings would naturally ~e cl~ss1f16d: !he . results of· 
this enquiry revealed cons1deraole vanatwns m the costs 
of production end they are often criticised as being of 
doubtfl,ll validity • 

. 93, Enquiriea in~o the costs of production are a com­
mon feature in ether countries and in fact form the basi• 
of all atta~pts to fix prices. In the Uniteil Kingdom the 
agriculture and fisheries statistics deal with the acr~n.gu 
under each description of crop, fallow and grass, the pro­
duce of principal crops and with the number of horses 
ca.ttle, sheep and pigs. The Minister of Agriculture and 
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·Fisheries in hie speech in the House of Common•. on 
J.anuary 26,1944, stated ~hat in fixing agricultural prwes 
up to and including the harvest "!f 194 7,. one ?f the bases 
of fixation would be the economic and fmane~al accounts 
relating to different types and sizes of farms .and the st-a­
tistical material relating to costs of productwn collected 
by means acceptable to Government and the industry. 
The United States Department of Agriculture_ conduct• 
detailed investigations into the costs of production of 
different types of agricultura.l produce and has perhaps 
the largest organization for the collection of economic 
and statistical data rela.ting to agriculture. The crops 
dea.lt with ra.nge from major crops such as wheat, cotton. 
sugarcan" and oilseeds to minor field crops, such as 
bay and seoda and the livestock statistics relate to' beef­
cattle, hogs, sheeps;- horses and mules and to dc.iry and 
milk products. In Canada, detailed _,statistics are co~­
leoted relating to farm wag<'s, farm ca.p~l, crop condi· 
tion, area, production a.nd va.lue of crops}ljvestock and 
livestock products, trade in farm products~pri~e• of 
agricultural produce, eto. 

94 •. We recommend that very early steps shohjd bo 
·taken in India to create the necessary machinery for tho 
collection of similar data r~lating to tho eosts of prd.dnc­
tion of different crops and the costs of living in \the 
rural areas by means of random sample surveys. _The 
surveys would, in time, disclose the effects of the va~\ous 
measures of improvement on the yield per acre. This will 
be an indispensable aid when revising prices in the; light 
of the expected increase in 'productivit.y. In additio.n to 
such enquiries, there is urgent need for considerable ,im­
provement in our agricultural statistics, as a whole. lWe 
discuss the organisation necessary for this purpose '~n 
Chapter IX of our report. 

95. We are not in a position to recommend the 
cost of production approach for the fixation 'of fair prices 

. until necessary data have been collected on. a scientific 
and proper basis. As_ a result of the investigations 
recomrr.ended by us it should be poRsible in the courue of 

. a few years to obtain in India such data. Until then, we 
have to proceed on a rough and ready basis· which, as an 
~xpedient, would be consid<•red . appropriate by all the 
mtereste concerned. The ~tatntory price controls which 
were. enforced during wartime had to be similarly im­
provu;ed, and such improvisation must continue for Rome 

.years. The only m~thod which is feasible under the 
existing r.ircumstauces is to improve the terms of trade 



of the agriculturi•t by relating in a. snits.ble ~tio the 
level of agricultural !Jric~s t.o the prices of the more im~ 
portant goods and services entering into the costs of, 
production and the co•ts of living of the agriculturist 
and his family. The Food grains Policy Committee also 
had recqmmended that in considering the level of prices . 
rJf food appropriate to a particular area, regard should 
be had to (a) the cost of articles entering into the 
cultivator's cost of production and (b) the cost of ar­
ticles entering into his standard of living. Such a formula ' 
.secures that changes in agricultural prices keep in step 
with changes in agricultural costs and that agricultural 
prices do not pursue an independent course of their own 
as is likely to happen because of the peculiar conditions 
of agricultural production. It thus safegnards ·, the 
interests. of the cultivator in periods of depression when 
agricultural prices' fall rapidly and agricultural costs 
rema.in rigid and it safeguards the interests of the C!Jn· 
sumers in periods of inflated prices when agricultural 
prices rise out of proportion to the rise in agricultural 
costs. We Tecommend therefore that for the present, 
fair prices should be determined ou the basis of padtj 
between prices and costs. · 

96. In the calculation of agricultural costs, two 
significant facts have to be borne in mind. Firstly, the 
expenditure of the cultivator is usually incurred partly 
in cash and partly-in kind and it is only with relation 
to the cash expenditure of the cultivator that the ques­
tiofr of relating prices to costs arises. The cultivator 
usually pays wages and rents in the form of a. share in 
the produce and most of his food requirements are satis­
fied fr<;>m the food grown by himself except when he grows 
cqmmercial crops alone. Secondly, all the items 'on which 
expenditure is incurred in C(I-Sh ar_e not affected to the 
same extent by price variations. Items such as land 
revenue, water rates and interest charges usually re­
main fixed for specified periods of time and these 
'"ems account for a substantial proportion of the total 
cash expenditure. It is only to the variations in the 
prices of the other iiems in agricultural costs that varia. 
tiona in agricultural prices should be related. 

97. The important items in agricultural costs at• 
which att.ention . must therefor<' be concentrated are 
iron impl~mcnte, bullocks, manures, cattle-fe('d such as 
oilcakes and fodder, labour and suoh other items as 
enter into the cultivation expenses, and cloth, salt, gur. 
sweet oil, kerosene oil etc., which enter into tile cost of 
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,. · · The aim should be to link agriQultural prices ,JVlng. f h 't . . l 
to the variations in the prices o t e~e 1 ems m agr1c~ .. 
tural 003ts. In other words, if e.gncultural costs rise 
on the average by a certain percen~a.ge as c?mpared 
with the accepted be.se period, the pnccs of agr10ultura.l 
products should also be raised i':' the •?-me pr~portioD; as 
compared with the . base, ~er10d. .Smce this _reqUires 
tb.o- averaging of widely d1ffe~ent Items. of agricultural 
costs· the obvious procedure IS to compute an index 
number which will take into account t,he relative impor­
tance: of different items of costs to the farmer. For ins­
tance a.. two-fold rise in the price of cloth is cle•.rly a 
much'more serious matter for the agriculturist ths.n an 
equivalent increace in the price of, say, salt. The index 
number will therefore_ have to be weighted according to 
the ·proportions of the different items in the total ex­
penditure of the farmer. The fact th~t. ce~tain items of 
costs such as land ·revenue, rent, IrrJgatiOn rates and 
wate~ charges are rela·oively _ stable in character should 
be allowed for in the computation of the index number. 
It must also be remembered that the different items of 
costs ·: have varying· degrees of importance in the cost of 
different crops. For instance, the I.C.A.R. enquiry into 

. the cost of production of crops (1935-37) revealed that 
the cost of labour a.ocounted for about t5 per cent of 
the total cost of · pro~uction ?f wheat in the Punjab, 
while recent invest1gatwns earned out by the I. C. J. c . 

. show that the cost of labour accounts for as much as so 
per cent. of the total cost of production of jute in Bengal . 

. What applies to labour costs may be equally true of 
other items of costs as well. The items may therefore 
ha.v~ to be ~eighte.d ·~pl>rately for each crop, in pro­
portiOn to their relatiVe Importance, before being utili);ed 
as a measure of the change in the. overall cost of pro­
duction of any crop. The Farm accounts and Rural 
Family budget surveys published in various provinces 
furnish a goo~ deal of information on these points. 
The data ~vailable _':ill 1~0 doubt relate to particular 
\ooal "reas out they W11l st11! be of considerable assistame. 

98. The linking of a.gricpltural prices to agricul­
tural_ costs mvolves maintaining a certain ideal re­
lationship· between them and the question arises t 
what this ideal relation should be. In the abse as ~ 
.uffir:ient data which can enable us to doter . nee hot 

I . . 1 . ld b · mme w a 
re atwns 111: wou e ar~ropri_at~: one can only proceed 
on the baSis of- the rclatwnsh1p that existed in son.e 
period of tim<> 10 the pa&t when it was commonly ac­
cepted to be fair to e.IJ tb(' ;nterests concerned, It is uo 



doubt true that a. relationship which wa.s considered to 
. be fair' in the past need not necessarily be so in the 
future. The ratio.betweenagricu!tural prices and costs· 
·must necEssarily change in· course of time with changes 
in the conditions of supply and d~mand of both types of 
goods. There are continuous improvements in scientific 
tcchl'ique which reduce the costs of production of differ­
ent goods i~ different :prnpcrtions. Thl:rc are n.lao 
chifta of demand front one commodity to anoth&r. Any 
mtio therefore which may have been appropriate in the 
past will need to be corrected for changes in the con­
ditioning factors so as to 1 make it approp.-iate in the 
present. While this may be recognised, it. is also true · 
that the application of new developments in scientific 
technique in the field of agriculture proceeds at a much 
slower pace than it. does in ckher spheres of economic 
activity, firstly, because the l.!nit of agricultural 
production is still much too small to permit mechanisa­
tion ·on any considerable scale and secondly, because 
the production is carried on by a large number of emaJI 
producers who are slow in giving up their traditione.l 
techniques. The demand for agriculturRl goods ia more 
stable and inelastic in character because in spite of the 
manufacture of synthetic products of variou& descrip­
tions, the soil still provides the bulk of t.he · require­
ments of the population for food and raw materieJs. 
The changes that are taking place in the cocilitions of 
supply and demand in agriculture are thus likdy to-alter 
the ratio in favour of agricultural goods r?.t h( r than in 
favour of the items entering into agricultural costs. While 
therefore every effort should be made to adjust the' 
relationship from time to time in the light of changing 
circumstances, it. would not he far off the mark even if 
the relationship that existed during a suitable period 
in the past is maintained for the time being for the pur_ 
pose of calculating fair prices. 

99. It was on· the parity_ principle that the price 
support policy in the U.S. A.. ha:s bee~ based. Th~ parity 
price was considered to be the p~we whiCh would giVe ~ne 
unit of any agricultural commodity t.he same purchasmg 
power that it possessed i~ the base period. The ~ase 
period adopte<;t in the Un~ted States for the determma­
tion of the parity is the per1od from ~~gust, 1909~ to July 
1914 though for certain commodities the period from 
Aug~st, 1929 to July, 1939 has been used .. In recent years 
there has been a proposal to use the perwd from August, 
1934 to July 1939 as tho basis. In the calculation of 
parity in th~ United States it is possible to distinguish 
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three different steps. The first step is to determin~ a 
base price for each product. This is done by averagmg 
the prices reported by the farmers to the Department 
of Agriculture during the period from August •. 1909 to 
July, 1914. The second step is to prepare an. mde;< .of 
prices paid by the farmer for the varwus commo~:ht1es 
that he purchases. The index now includes 86 Items 
used in family-living anp 96 items used in farm-produc­
tion, besides the interest and taxes paid by the farmer. 
The index includes items such u.s food products, feed, 
seed, and other farm products whose prices a.re them­
selves a result of the price support program~e, ar:d 
these items amount to about 29% of the total Items m 
the index. Farm labour is not included in the index at 
present. The group of commodities·.used in famil~ living 
~nd the group of commodities used in production (!r:clud­
mg interest and taxes paid) are given equal w.mg~ts. 
The third step is to calculate parity prices by adJus_t~g 
~he base period average prices of different commod1~1es 
m the light of tbe cha.ngea in the index number of pnces 
paid since the base period. 

10.0. Parity has been the basis of all legislative and 
e;x:ecl!t1ve action in the field of agricultural price regula­
tiOn m the U. S. A. since the Agricultural Adjustment 
Act of May, 1933. It specified that it was the policy of 
Congress to " re-establish prices to farmers at a level 
that· will give agricultural commodities a purchasing 
power with respect to articles that farmers buy, equiva­
l~nt, ~o the purchasing power of agricp.ltural co~modi­
ties m the base period". The objective of placmg the 
agriculturist on a par with other sections of the population 
was declu,red in the Soil Co'nsorvation and Domestic. 
Allotment Act of 1936 which mentioned as one of its 
purposes, the "re-establishment, at as rapid a rate 
a~ the Secretary of Agriculture determines to be prac­
tiCable and in the general public interest, of 'the ratio 
between the purchasing power of the net income per 
person on farms .and the.· income per person not on 
farms, that prevailed durmg the five year period, August 
1.909 to July 1914; inclusive, as determined from statis­
tiCs. available in tho United States Department of 
Agnculture and the maintenance of such ratio ". The . 
pri~cip~o of parity has. been reiterated in subsequent 
legis]ahoo such as the Agricultural Marketing Agreement 
Act of 1937, the Agricultural Adjustment Art of 1938 
~nd the Price Adjustment Act of l93R. The rlirections 
Issued by Congress to t~e R<'creta.ry of Agriculture a~1d 
to tb" Commodity Credit Corporation regarding prwe 



supports whether by subsidies or by purchases or by 
loans ar~ all related to the maintenanCE' of prices at 
parity or a certain proportion of parity. 

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

102. Most of the criticisms however are a plea not 
for the abandonment of the parity approach but for 
Im:!'rovements in the meth'ods of calculating parity prices. 
It IS generally agreed that the index of prices paid 
should include the prices of all items, including labour, 
which enter into the costs of production and the ·costs 
of living of the farmer and that the . base period rela­
tionship should be corrected for such changes as may 

-have taken place in the condit.ions of supply and demand 
since the base period. It is recognised that it . is the 
farmers' net income which has to be assured and that 
<ihanges in supply and dC'mand conditions affect the 
re~unerativo scale of production and hence the net 
income. The goal of parity incomes rather than parity 
prices is obviously desirable ; yet, since no accepted 
method of translating the overall income into a series. 
of prices per unit has so far been found, parity prices 
have to be used for the time being as . representative of 
parity incomes. 

103. In duo course it would no doubt be possible to• 
introduce refinements in the light of experienco so as to 
meet the various points of criticism thRt are advanced. 
What is important however at the moment is· to focus 
attention on the principle of parity between agricultural 
prices and agricultural costs. It has the advantage that 
it dc<lS not. rigidly stabilize prices at any absolute level 
but permits them to fluctuate in. relation to changing 
~ondition~ of costs, therdby providing the necessary elas­
ticity in tho economic system. It links agricultural prices 
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~nd costs by a cer1tln Nl.ationshi~ based on past experience 
as to whaf may be considered fair and thus prevents the 
hardshilfR that the producer and. the consumer may other­
wise have to bear on account ~f vwlent fluctuations in pri­
ces. This link may appear to mtroduce a certain amount of 
rigidity and to prevent the adjustments that may be 
necessary on account of market .cha':ges in supply and 
demand. It is, howe~er, an ~nevitable corollary to 
the rigidities that are .mherent m. the_ economic system 
itself. In the past, agrwultural prices and incomes were 
entirely at the mercy of factors connected with non-agri­
cultural activities and were thus in a sense residually 
determined.' The li~k bet woe': agricultural prices and 
costs will now provide a certam support to a.gricultural 
prices themselves, so that they may exercise a certain 
pressure from their own side and i11fluence the general 
price level. ·The parity formula thus, while retaining 
the necessary measure of elasticity in the determina~ion 
of p_rioes, yet provides & valuable support to the priCes 
of agricultural produce. 

104. We are therefore definitely of the opmwn tha.t 
the principle of parity should form a vital objective 
of State policy, and that !I'll. pos~ible steps should. be 

, taken to translate this prmCiple mto actual executive 
action. We do not suggest· that fair parity prices 
should be mandatory in the sense that State action 'hould 
necessarily be tied up to the results of the pBrity formula, 
because executive decisions must Bb0 take, other relevant 
factors .into consideration. What we do suggest is that 
the panty formula. provides a basis which may be consi­
dered to J:le fair to all interests and th!Lt until adequate 
d&~& of ~osts of production and cost of living are collected, 
ti)I• ba..,~ _should be used for ·calculating fair prices of 
commodities, 

tel~~· agr~;~e p?ces ~f agricultnral goods are to be adjus­
existed betweeur~h cosds, .on the basis of the ratio which 
the base perio~ i:~ urmtg a base· period, the choice of 

. Impor ant. A numb . f dif~ t penods are suggested in this . er o >er?n 
1910 to 1014 which has b codnnechon. The periOd 

een a opted in th U 't d 
States is much too remote to have an e . . 01 ~ 
present times. In fact in the United St { v::h~ty 10 

period 1919-29 has been adopted in the a es I ~e , t~e 
commodities and there is a proposal in caEe 0 certam 
chango the base to the period 1934-39, The r;:;~td rg;~~3~~ however, though closer to the present d d 
acceptable from t.hat point can by rio-means?., :!si~~;~ 
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a normal period since the effects of the world depression 
had not worn off by then. Though-recovery had--started, 
it was far from complete in India. The period 1920-40 
is suggested as a period which covers the entire cycle of 
boom and depression, but this period also suffers from 
the inclusion of years which are now too remote and of 
years which are markeq by the depression. The most 
appropriate period in our view is the quinquennial period 
1925-29 which.. could ~e. considered a normal· period 
eince it is between the end of the post-war boom- and_ 
the beginning of the world depression. During this period, 
agriculture in most parts of the world was fairly pros­
perous and the ratio bet ween agricultural goods and 
agricultural costs was considered to be fair. Sir Walter 
Layton and M:r. Crowther, in their ~Study of Prices " 
indicate their preference for the period 1922-29, in 
the following words -

" ....... by contrast with the periods of rapid and 
extensive ·changes which preceded and followed 
these· seven years, they appear as an oasis of 
stability." · 

Out of these seven ·years, the first two or three weie 
characterised by fluctuating exchanges and a minor 

. depression in India. It was only ,,fter th~ Spring of 1925, 
when Great Britain returned to the Gold_ Standard, 
that a. reasonable amount of stability could be said 
to have been achieved. Taking all factors into 
consideration, 1926-20 appca;s to be the most appro­
priate base-period. 

106. The prices arrived at on thE' principle of main­
taining the same parity between prices and costs 
a9 in the pPriod 1925-29 may be comidered broadly 
fair, imd it should be the obj<'ctive of State policy to 
enforce these prices in the market. It is very diffic-.::lt 
however to peg market prices at a fixed point "" 
they are continually liable to change in pursEe.nco oi·vary~ 
ing cllnditions of supply and demand. Further, in actua.l 
'praot-ica, we have to take into account tho conditions of 
enforcement. To fix prices on the basis of a thooretical 
formula without examining whet h-3r ,the aetna! cornums­
tances in the market and the resources at the command 
of the Sta.te w,>U!J ena.b!o these priers to bo euo~~ssfully 
enforced will in our opinion be courting disaster. It is 
therefore desirable to peg market prices within a certain 
range with a minimum and a maximum at the two ends; 
instead of aiming to maintain them at a fixed point. The 



minimum and the maximum prices should be fixed at 
points below and above the fair parity prices calculated 
as above, their exact leyels being dut&rmined after careful 
oonaidera.tion of the various factors involved. 

107. Ail between the minimum and maximum prices, 
the minimum price is of special importance from the 
point oJ the producer since it conveys to him the ass].l· 
ranee that his income would not· fall below a. minimum 
level and introduces a. certain element of stability and 
security in his life. The maximum .price, on the other 
hand, is of special importance from the point of view of 
the consumer becauge it sets the limit to his cost of living 
and assures supplies to him at that price. At any moment 
of time, the wholesale price in the market will be tending 
either towards the minimum or towards tho maximum and 
one or the other of the two will be the more effective price 
according to the circumstances. It may be noted that the' 
minimum and :ma.ximum prices referred to represent the 
wholesale prices in the ma.ndies. The prices actually 
received oy the producers Will naturally be somewhat 
lower than the wholesale prices as producers' transac· 
tiona would relate to an earlier stage of ;trade. Similarly, 
the prices paid by the consumers, being retail prices, 
would be some what higher than the wholesale prices. 

108. We .shall first deal with the fixation of a 
a,;d minimum pri~e. In this connection, we wish to 
distinguish between what may be called the transition 
period and the post-transition period. The basis of this 
distinction is the fact that a certain period of time is 
taken in switching . over the economy from a. wa.r·time 
to a peace-time basiS, during which pericd conditions 
remain in a state of .f!ux. ~his period is generally 
referred to as the trans1t10n penod, It is characterized 
by a shortage of snpplies and a substantial measure of 
Government control ovu the procurement, distribution 
and prioes of commodities. As the supply position 
improves, the controls are gradually relaxed until the 
transition is complete and the economy enters into the 
post-traneition period. During the post-transition period 
Government control ceases and normal trade and market· 
ing conditions are restored. , 

, 109. It is difficult to forecast With any aconrncy the 
' exact duration of the transition period. We anticipate 

however o~ the basis of ·our study of the present co~di· 
tiona that 1t would last for . the next two years, 1. e. 
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1947 and 1948. Since during this period the 
present shortage of supplies and the prevailing high 
level of prices will continue and consequently many of 
the w·•r-time controls will be maintained, we are of 
opinion that the minimum price for this period shonld 
be fixed at a level equivalent to the fair parity price. 
It is important to so orientate the policy of the State 
during this period of tra:::sition that the way may be 
paved for the early and smooth restoration of normal 
trade conditions. 

110. In the post-transition period when the supply 
position has improved, the controls have been relaxed or 
abolished and norinal conditions of trade have been 
restored, the detennination of a minimum price will need 
careful con>ideration;- The object of policy would 
continue to be the enforcement of the fair parity price 
as before but the ta.sk would be ·more difficult in the 
absence of the armoury of controls. It would thllrefore 
be necessary to take fully into account the large variety 
of facto'" which bear upon price policy and this may 
well lead to the fixation of the min,imum price. at a 
level below the fair parity price. 

111, We must first consider in this connection the 
relation between agricultural prices and the general level 
of prices in the country. The price structure of a country 
is, and if it is not, it ought to be of an integrated character. 
The prices of industrial goods have to . be in a certain 
rela~ionship with the prices of agricultural goods not 

· only because,the prices of agricultural goods enterint~ the 
cost of industrial goods but also because the prices of 
industrial goods determine to some extent the demand 
for agricultural goods on which agricultural prices must 
ultimately depend. The entire price structure of a 
country is represented by what is known as the general 
level of prices such as for instance, the Calcutta wholesale 
index number published by the Director of Commercial 
Intelligence, Calcutta or the wholesale price index 

·computed by the office of the Economic Advisor to the 
Government of India. The general level of pricea repre­
sents the prices of all types of goods, . agricultural and 
non-agricultural, which enter into the trade and 
commerce of the country. It can be operated upon either 
by monetary measures which create effects on all goods or 
by measures intended to operate specifically on particular 

. goods, whether agricultural or industriaL In a country 



like India where agricultural pro~ucts e.re t~" . main 
object of internd as well n.s int~rnatwnal !•ade, ~t IS the 
pric,!JS of agricultural-goods wh_tch predom1nate In de~r­
mining the gen~ral level of priCes. Any measures taken 
to influence the level of agricultural :prices cannot but 
have effect A on tbe general level of prwes. Though the 
initiative can thus be taken through non-monetary 
measures directed towards agricultural prices, the desired 
effect can be achieved-on ·a long-term basis only if the 
moneta-ry policy pursued is of e. complementary character. 
Only an appropriate expansion or contraction of 
currency with consequent effects on the general level of 

. 'prio.es can ultimately sustain the tendencies initiated by 
measures acting upon agricultural prices. In practice 
therefore, attention will have to be paid while fixing prices 
to the relation of agricultural prices to the general level 
pf prices. 

112. We are aware of the desire in certain quarters 
to reduce the-level of agricultural prices, particularly the 
prices of foodgrains, on the plea that agricultural prices 
influence the costs of production of industry, and 
.weaken the competitive capacity of Indian manufactures 
in the domestic as well as in the foreign markets. - While 
we are not unmindful of the importance of these consi­
derations, we are of the view that prior consideration 
should be given to assuring an adequate return to the 
tiller pf the' soil. Once this is achieved the increased 
purchasing power of the agricultural masses will be 
adequate insurance. for the success of industry. Any 
deliberate efforts to reduce agricultural prices merely to 
s<>feguard the interests of urban arena or of the manu­
facturing industry will be at the cost of the standard of 
Jiving in the ruralure<ts which is already notoriollRly low. 
The nnorganiMd oho.ro.otcr of agricultural interests in 
this country has resulted in their case having gone 
by default in the' past. A state of affairs in which urban 
prosperity, such as it is, haR to be baaed on rural 
poverty cannot be tolerated in the future. While 
agricultural iiwome must ultimately depend on the level 
of the national income of which it is a part, it is 
necessary to ensure that the return to the agriculturist is 
in, p!lrity with the return to other comparable classes of 
prodnoers. ~he Wl\y to {'fORpcrit:y li"B IlOt in depressing 
a~n';ul~m~l Inco';"<'" ~o :LB t.o g1ve a wider margin of 
prof1t m mdustnal enterprise, but to undertake schemes 
of public investment on e. scale which will stimulate an 
increase in the level of the national income itself. An 
attempt to bolster up urban industry by · deliberately 
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cutting down rural standards lends' an ·appearance of pros• 
perity resulting in a falsf• sense ofseouritY'and complacency, 
with censequent delay in urgent measures of reform and 
reconstruction. If u;,b:m industry requires assistance by 
way of reduction in lts cost.s of production, suc-h assiat· 
ance may be giv~n by protective measures and subsidies 
on urban CO!lsumption rather than by a reduction in 
producers' prices. 

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

114. If circumstances warrant 'the bringing about of 
a fall in the general level of prices, we realise that , a begi­
ning may have to be made by operating on agricultural 
prices, since the prices of food grains and agricultural ~aw 
materials are the basis on which the entire price structure 
of the country depends. It is important, however, to 
ensure that the reduction is brought about gradually and · 
without undue disturbanoe to the relation of agricultural 
prices with agricultural costs. We, therefore, recommend 
that any reduction made in agricultural prices ae a preli­
minary to a reduction in the general level of prices should 
not exceed 12! %or 2 annas in the rupee of the current 
prices in o.ny year. · 

116. .Attention bas also to be paid to the relationship 
between the prices of specific agricultural raw materials 
and the prices of the goods manufactured therefrom. 
While it way be a1·gued that the prices of manufactured 
goods should be so fixed as to reflect the prices of agri­
cultural raw materials at whatever level the latter are_ 
fixed the prices of manufactured goods often follow an 
inde~cndcnt trend in response to ~upply a~d de~al!d 
conditions which resists any alteratwna therem. This ts 
illustrated in the following table relating to raw jute and 
raw cotton, and their manufactures :-
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Indices ol Prices of J'ute & Cotton, raw & manufactures. 
( Base 1938-39 : 100) 

Index No. Index No. Index No. 
Year. of loose of prices of raw 

jute prices of Hessian cotton 
at Calcutta I. Porter. prices. 

1929-30 127 150 201 
1930-31 63 104 135 
1931-32 80 101 125 
1932-33 79 106 121 
1933-34 61 117 113 . 
1934-35 74 110 130 

. 1935-36 so 101 134 
1936-37 85 96 131 
1937-38 83 86 109 
1938-39 100 100 100 
1939-40 166 172 141 
1940-41 113 170 123 
1941-42 154 226 148 
1942-43 182 210 200 

Indez No. 
of cotton 

manufac-
tures. 

160 
139 
123 
119 
113 
135 
117' 
111 
117 
100 
106 
122 
171 

1943-44' 214 258 196' 
(Compiled from the material supplied by the I.C.C.C. 

· andi.C.J.C.). 

It will be seen from the above table that the gap 
between the prices of raw materials and of manufactures 
has been to the advantage of the raw·materia1 producer in 
the case of jute until i 939-40, after which this tendency was 
reversed. In the case of cotton, the cotton grower does not 
appear to have made any clear gain except for a minor boom 
during 1934-35 to 1936-37. The reason why the primary 
producers have lost ground relative to the manufacturers 
since the commencem~nt of the Japanese War is presum­
ably the loss of certain overseas markets, which were 
particularly important in the case of jute and cotton. It 
will not be sufficient therefore to fix the prices of raw 
materials and manufactures merely on the basis of a rela­
tion which prevailed in a chosen 'normal' base period. 
It is possible that in the interim period changes may have 
taken place in tho basic economic situation, such as the 
development of substitutes, shifts in the currents ofinterna­
tional trade, technolcgicai improvements etc., all of which 
are likely to affect tho conoopt of "norrnn.Jity". In fixing 
relative levels of prices of raw materials and manufactures 
therefore, these factors should be taken into account "'" 
fR.r aR poA~,ihh·. In citcumRtnnccf;l where the pric6s of 
manu.factured go?rls for one reason or the other do not 
permit of any adjustment, the situation wjll have to be 
met by makmg necessary adjuotmont in the prices of the 
raw m,aterials thems~lws. 



116. In the case of agricultural' goods which have 
synthetic substitutes, the prices have to conform to the. 
requirements of competition. While for a time it may 
be necessary to support the natural agricultural product 
in' its struggle for survival, if the synthetic product is 
definitely superior and ca.n be manufactured so as to 
satisfy the entire demand, the support to the 
natural product will have to be reduced by stages so as to 
permit a gradual shift by the agricultural producer to some 
other line of .production. 

117. · The level of prices within the country has to be 
in reasonable conformity with the trend of prices in 
the world as a whole. If prices are fixed at too high a 
level relatively to world prices, it may lead to the loss 
of markets, e•pecial!y for export crops. On the other 
hand if domestic prices are fixed too low it will lead to 
reduction in the purchasing power of the masses and 
widespread unemployment and distress. 

118. The link between domestic prices and inter­
national prices is maintained by the exchange ratio 
between the domestic and foreign currencies. In the ca90 
of India, it is provided by the stabilisation of the rupee 
sterling ratio of exchange. The rate at which this ratio .will 

·continue to be stabilised in the future will therefore In & 
l!llDBO determine the · level of internal prices. The 
present ratio is fixed &t one rupee equal to 1 sh. 6d, and 
changes in this rate are subject hereafter to the obliga­
tions that India has undertaken by virtue of its mem-

. bership of the International Monetary Fund. 

119. The rate of exch.ange between the rupee and 
foreign. currencies has ult1mately to be stabilised at a 
level at which it would broadly reflect the parity between 
the purchasing power of the different currencies. The 
general. price indices for the major countries with 
whom we are on trading relations are shown "in the 
following table :-

Indices ot Wholesale Prices. 
U.K. U.S.A. Canada 

Year. (Board of (Depart- (Dominion Australia India 

1939 
1940 
1941 

Trade). ment of Bureau (Mel- (Calcutta), 
labour). of st.atistics). bcmrnt). 

100.0 
132.9 
148.4 

100.0 
101.9 
113.2 

100.0 
109.9 
119.2 

100.0 
110.1 
116.9 

100.0 
'111.1 
128.7 



1942 
1943 
1944 

155.1 
158.3 
161.1 

128.1 
133.7 
134.9 

126.8 
132.6 
135.9 

131.5 
138.2 
139.3 

171.3 
284.3 
275.9 

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

From a comparison of these figures, .. it is -obvious 
that the increase in the Indian price level has been 
larger than the increase in the price level in the United 
States of America or in the United Kingdom. The 
existing level of prices in all countries is however the 
result of exceptional circumstances of a temporary 
character and the current rates of exchange do not. 
necessarily reptesent the correct relationship between 
the c_ost and -the income . structures in the different 
countries. The cost, income and price structure in 
all countries is affected at present by abnormal factors 
such as hoarding, speculation, dislocation of transport, 
suspension of supplies from normal sources and restric­
tions of various sorts. The existing ratio of exchange 
between the rupee. and the sterling as also the ratios 

"between the rupee and other currencies arising out of the 
. rupee-sterling link are maintained .at their present level 
by different devices of exchange control. The determi­
nation of en appropriate rate of exchange between the · 
rupee and foreign currencies is therefore a matter of 
co?Siderable importance from the ·point of agricultural 
pncea. 

120. The financial resources which the State can 
muster for enforcing its price support programme also 
constitute an important factor. As we describe in a 
subsequent chapter, it is ~possible, to work the price 
support programme in a manner which over a course of 
years would involve no loss to the State. In embarking 
upon such a programme however, the State does under­
take a financial liability which though of a contingent 
characte~; IJ,as to be fully considered before tho pro-_ 
gramme Is launched. Purchase and sale operations o~ an 
adequate scale and tho holding of buffer stocks of diffe­
ren~ types of produce are the main instruments of a 
pohcy of price support and these involve a large in­
vest~ent of capital. Though over a period of years the 
prof~t and loss on these operations may cancel out, in any 
particular year there does exist the risk of loss arising 
~t of possible di~ferencas in_ the purchase and sale prices. 
t: oreover • th~re 1s the_ question of the capital necessary 
or t~e ex~cutwn of the programme. It is reassuring to 
not~ m this connection that the Government of India, in 
theu recent Statement Oil the All-India Policy of 



Agriculture and Food, have )aid down the general 
principle that proposals will be j-udged not only on the 
basis of the direct financial return, but that full account 
will be taken of the indirect economic and social bene· 
fits to the countrv as a whole. At a time. however when 
the State is abm;:t to embark upon large projects of 
reconstruction in different directions the demands for 
capital are likely to be_lnrger than the savings avail­
able for investment.- In these circumstances, the. avail­
able capital will have to be rationed out on some basis 
of priorit.y. While it is our opinion that a programme 
for supporting agricultural prices should receive a. 
reasonably high priority in any plan of public expendi­
_ture, we realize the necessity of taking into account 
the availability of financial resources in deciding the 
level at which and the number of commodities for 
which prices are fixed. 

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

122. Finally, account must be taken of any assistance 
given by t.he State through other forms such as 
provision of facilities at a price below cost, iubsidised 

·creation of demand, remission from taxation, etc. In 
fact, it will even be the duty. of the price fixing autho­
rity to consider whether in the case of certain commo­
dities, assistance may not more usefully be given par­
tially or wholly, through any of these alternative 
methods. A gua.rantee of prices is only ·one, even if the 
most important measure of a-ssistance, and the level at 
which the guarantee is made effective must be determined 
in the context of other forms of as•istance as well. 

123. The determination of minimum prices during 
the p<ist·transition period is thus a highly complicated 
technic~! task involving t}le careful consideration of a num­
ber offactors and the balancing of the respective advantages 
of different courses of action. The interests -of the agri­
culturists may call for a set of prices, which it may not 
bP, practicable to enforce for Jack of sufficient financial 
·resources. The ;; n< rn.l result may be that the minimum 
price may be fixed a\ a level below the fair parity price. 
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124. When the level of minimum prices is dependent 
on so many conflicting considerations, the principle of 
fairness is. in danger of being side-tracked and the 
computation of the fair parity price prlnicg of little 
practical use. Some of us therefore recommend tha.t 
any reduction in the fair parity price on account of the 
considerations already referred to should not exceed 12!% 
of the fair parity price and the minimum price should 
be fixed accordingly. Other members of the committee 
are of the view that no limit 1 ti"n slwuld be placc·cl on thP 
discret.ion ·of t.he price-fixing au' hucity in this respc cc. 
We are all agreed however, 'that the computation 
of fair parity prices with the object of estimating the 
income that in fairness is due to- the cultivator is a 
matter of cardina.l importance.· Even if in certain years 
the minimum prices may have to be fixed· below the fair 
parity prices, we have no doubt that the two will tend 
to come closer to ·each other with rise in nationa.l 
income, increase in agricultural efficiency and experience 
of regulation. ' 

126. As a further safeguard, we are of opinion that 
the minimum price should never be fixed so low as will 
make it of little practical value from the point of view 
of the ryot. Since certain items of agricultural costs a~e 
rigid in the short period, !In unduly low minimum price 
may completely upset the economic balance of the 
countryside. In order to prevent such a contingency, we 
recommend, that there should be prescribed nn absolute 
rockbottom minimum, beiow which prices should undor 
no 01rcumstanccs be permitted to fall. There is no agree· 
ment. amongst us as to the actual level of the rock­
bottom minimum and the period· for which it should 
hold good. Some members consider that it should be 
eq~ivalent to the average price of wheat ruling in .the 
Prtncrpal producing areas during the quinquenmum 
1924-25 to 1?28-29 viz a price of Rs. 4/8 fo1· ~h~at a.t 
L~yaJlpur, wrth the prices for other products m parrty 
Wrth the pr1ce of wheat aud that this rook-bottom 
mi~mum sho~ld hold good for the next five ·years, after 
whrch the pos:twn may be reviewed afresh in the light of 
the general principles iaid down. Other members consider 
that it should be equal to this average price raised by 
20% v~z a price of Rs. li/ 10 for wheat at Lyallpur, with 
the pnce for other products in parity with the price of 
Wheat and that this rock-bottom minimum should 
oper~te as a permanent part 9f policy. We are however 
u~a~nmoua that it is necessary to lay down an absolute 
mm1mum as a safeguard against a general depre11sion. · 
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126.- We realiEe that e. fall in agricultural prices cannot 
be avoided however, if a catastrophic fall takes place in 
industrial prices. Industrial prices are sensi~ive to 
internation£>1 fnetors and in certain circumstances such 
as general over production, they are liable to fall to very 
low levels. In that case agricultural prices will also fall 
since such a fall is implicit in the parity approach and it 
may pro-ve ilifficult -to hold them e'ven at the rook-bottom 
minimum level. We therefore recommend that Govern-

. ment should always watch the position with vigilance 
and if a pronounced downward tendency in industrial 
prices manifests itself, it should adopt monetary and all 
other possible measures to maintain industrial prices at a 
reasonable level so that any undesirable repercunions on 
agricultural prices may be avoided. · 

12'7. As e. corollary to th~ fixation of e. minimum· 
price below which market prices should not be permitted 
to fall, it is also essential to fix a maximum ptice b.eyond 
which market 'prices rhould not be allowed. to rise. Just 
as a minimum price is necessary to saf.,guard the in­
terc~ts of the cultivator, . oo a1so a maximum price is· 
necessary to safeguard the interests of tl.e consumer, 

lliS. The considerations . which have to be kept in 
view in calculating the maximum pri·~e are the usual 
trade differentials, the storage charge~ during the season 
and the normal market fluctuations in prices. The 
range between the minimum price and the maximum 
price should not however -be unduly large as it may lead 
to speculation, and thus defeat the object of ensuring 
st•,bility in prices. At the same time, the maximum 
should not in. any case be lower than the .fair parity .. 
price, whieh is the objective to be constantly aimed at. 
In view of these considerations, we recommend· that the 
maximum price should be fixed either (a) at a level 
26% above the minimum price, or (b) at a level equiva­
lent to the fair parity price, whichever of the two 
is higher. 

129. The m1mmum and maximum prices will have to 
be fixed and announced at · different times. ·If tho 
minimum price is to achieve the objectives aimed at, it 
is necessary to announce it sufficiently before the land is 
prepared for sowing. It is at that time that the 
cultivator will consider which crops he should sow and 
he would naturally take into account the relative profita­
bility of the alternative crops which he ma;y sow. 
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While his cropping scheme each year would be determined 
partly by his domestic needs of farm prod_uce, 'and 
partly by the time ·of ·arrival of the monsoon sowing 
rains, he would attach importance to a guaranteed 

.·price for his surplus produce. The minimum price' fixed 

. would thus influence his decisions. 

130. The maximum prices on th.: other hand should 
be ·announced after the crop prospects oan be 
reliably forecast and in any cas~ not later than the 
rommenccment of harvest. This will eno.ble the supply 

· _ position to be more correctly gauged. 

131. The prices, once fixed in this way, should conti­
nue to remain in force unaltered for a minimum period 
of one crop year. One of the important consequoncos of 
fixing minimum. ~.nd maximum prices at a specified 
level during a crop year is that the grower will more readily 
market his surplus produce soon after harvest. After 
he has m2rketod his produc~, the minimum price ie no 
longer of importanee to him, but it oontinuAs to be 
important from the point of viow of the trader who 
holds the stocks and ihe banker who makes advances 
against the security of these stocks, The maximuu::; 
price b3sides, which is basod on the minimum price, 
is important from the point of the ()onsumor n.ll through 
the year. The price received by the grower more or 
less determines the pri0!1 of the product ct subsequent 
stag,,s in the process of distribution throuehout tho year 
and a whole :venr is therefore the minimum period for 
which prices should remain fixed. 

132. At tile end of the crop year the position 
needs to be reviewed afresh, and n6cessary changes 
made in th<• price~ fixed, in the light of such changes 
as may have taken place in the determining factors during 
the year. While it is desirable thn.t as far as possible 
there should be maintained a certain stability in the level 

. of prices over a course of years, no impression should 
be_ allowed to be created that any particular level of 
prrces once fixed has become sacrosanct. It should be 
made known in unambiauous terms that prices are to 
remain fixed only for th~ crop yea.r and that thj)reaft!"r 
they :'re liable to revision .as a normal procedure in 
the hg!>t of new ~ircumstances. Thi• needs special 
e_mphas•s be?auso of the tendency of prices to remain 
fued a.t a h>gh level even when they have resulted in an 
expansiOn of production to such an extent that it cannot 
h<' absorh<'d by the existing demaud, The history of the 
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price support policies pur~ued in the different countries 
during the depression clearly reveals the danger of 
vested interests preventing a downward revision of prices 
ev~u when conditions make it necessary, thereby giving 
rise to huge surpluses of production which have to be 
taken off the market by the State at considerable 
financial loss. This rigidity in price fixation was the 
outcome of pressure from v~sted interests and it brought 
the policy of price support into disr~pute. It is therefore 
of importance that the public should be runr!e fully 
aware that periodical revision o.f the nrices fixrd is a 
necessary part of price policy. · 

133. The prices fixed must be adjusted for regional 
differences. Normally, different prices prevail for the 
same commodity in different regions as a consequence 
of the costs of transport and the costs of handling 
involved in the movement of produce from one area to 
another and the differences in the supply and demand 

. position. 'l'he costa of handling and transport together 
amount in the case of wheat and rice to about 26.3 p.c ... 
and 28.3 p.c. respectively of the margin of difference, 
according to the information contained in the reports 
on the marketing of those products. The following table 
illustrates the wide range of price differentials as Letween 
the different Provinces in the country though 1 ho figures 
do not a.lwn.ys refer to the s,,me qualities. 

Average Harvest Prices (in Rs. per mann d) 
RICE WHEA~' 

-Average Harvest Average Harvest 
PRoVINoB price during quin- price during quin-

quennium ending quennium ending 
19~8-29 I 1938-39 1928-29 11938-39 
Re. As. Rs. Ail. Rs. As. Rs. As. 

Assam .. 6, 6 3 0 . . .. . ' .. 
Bengal .. 6 15 3 6· 6 1 :J 4 
Bihar .. 6 3 3 6 6 3 3 11 
Bombay .. 8 2 4 10 7 8 4 3 
C.P. & Berar 6 2 3 4 3 5 3 1 
Madras 7 4 3 13 ' .. .. . . . . .. 
N,W.F.P. 4 10 2 11 4 12 2 7 
Orissa .. 4 7 2 7 . . . . .. . . 
Punjab .. 5 3 2 11 4 9 2 5 
Sind .. 9 12 4 5 6 8 3 1 
U.P. .. I 7 5 i 4 2 5 6 I 3 0 

( Figures taken from the final Report of the !!'amine 
Enguiry Commission page 480 ). 
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While price differentials ere likely to be narrowed down 
with the development of transport facilities and the 
improvements in the ineans of communication, certain 
price differentials will always persist a~ between 
different regions on account of the varymg supply 
and demand conditione in different areas. The minimum 
prices fixed for the major• producing areas ~hould be 
the basis for arriving a-t· the corresponding minimum 
prices for other areas after making suitable allowances for 
costs of transport, mt>rketing and other incidental expens~s. 
The maximum prices in each area should then be 
fixed on the basis of the minimum prices for that area. 

134. Appropriate differentials fo~ different qualities 
of a -commodity have to be provided for so as 
to ensure that adequate premium is obtained for 
superior quality produc·e. Each product should be 
divided· into threo or four broad grades or qualities 
and standards for each grade or .quality may be laid 
down; and produce which falls short of the standard 
laid down may be rejected by the Stat-e while carrying 
out ita purchase operations. The minimum and maxi­
mum prices should be fixed on the basis of standard or 
fair average quality and suitable differentials should be 
allowed in respect of other grades and qualities. 

135. The fixat1on of minimum prices which. arb 
the wholesale prices at which the State guaranteed to 
purchase all the supplies offered and of maximum ·prices 
which are the wholesale. prices at which stocks are ~old 
by the State in the mandies influences the entire price 
st~ct~ and a?-tomaticnlly sets a limit to the possible 
vanat1on of pnces at other stages of distribution. The 
r~gulation o~ mar~eting and the ~evelopment of coopera- · 
t1ve mark,etmg Wll! also operate m tho same direction. It 
may however be_ necessary, in certain circumstances, to 

. regulate the pnces · at intermediate and retail stages 
aa well. 

136. 'r_he policy recommended by UR conforms in 
general w1th the broad recommendations of th F · 
E · C · · Th · e amme e nqmry ommmswn. a Famme Enquirv c · . 
while considering the question of increusin om:JsHton 
resources of the country recommended g t ~ food 
action on the following Jines: "Firgt, by to fi coor?l~ated 
price which would be fair to the dx 8 •runimdum 

· · h' h pro ucer an a IllaXIillUID prtce w. tc would he fair to th . . .e consumer 
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and the reVISIOn of such prices frQm time ·to time. 
Secondly, the decisions as to the measures necessarv 
from time to time to secure the maintenance of th~ 
priM level within the pre-determined maximum an<il _ 
minimum and .thirdly, the maintenancE' of an organiz­
ation to carry out the measures decided upon". They 
emphasised that the objectives of long-term food policy 
were relevant to the problems of the transition period 
and need to be prominently kep• in mind. What the 
Famine Enquiry Commission p.ave recommended in . 
relation to food policy is in our opinion also true of 
agricultural policy in general. 

137. The recommendations of the Famine Enquiry 
· Commission on the specific subject of the level of 
prices differ to some extent from our recommendations. 
The difference however is only procedural. The Famine 
Enquiry Commission state their view as follows:.:..." We 
think it is clear that it should be the common aim of all 
Governments concerned to secure as early as 'supply. 
conditions in the transition period permit, that the prices 
both of rico and wheat in the different parts of the 
country should be brought_ down to the normal parity 
with the level of rice pnces at present prevailing in 
Madras and Sind. We belie'l'e that if the actual prices 
that prevailed. in the quinque~nium ending 19.38-3? were 
worked out m each Provmce and a pnce, ·1n the 
neighbourhood of-240 per cent of such average were deter-, 
mined the result would broadly represent the target price 
level to be aimed at the end of the first stage of t.he. 
transition period. We do not imply that the proportion 
should be identical in all Province$. But we feel that the 
fixation of a price as near as possible to 240 per cent of 
the pre-war level, wo~l~ be appropriate in the major 
producing areas, that 1s m Bengal and Madras for nee 
and the Punjab and the U. P. for wheat, and if prices 
are fixed in Provinces in normal parit.y _with such prices, 
they are unlikely to be very much in excess of or very 
much below 240 per cent ". While this recommenda-, 
t.ion rt~lates to the first period of the transition, they 
propose that "240 per cent of the pre-war level should 
be fixed as the· maximum for the second stage, while­
the minimum should be fixed at about 180 per cent of the . · 
pre-war level ". Their suggestion for a floor of 180 per 
cent of the pre-war level during the second stage \s based 
on the fact "that is just below the average p~ice level 
which prevailed during the qui?quennium, immediately 
preceding the economic doprosswn". They further state 
" that an at~empt should be made to seoure that the 
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prevailing price level of foodgrains within this limit i:; 
maintained in equitable relation to the prevailing pric<·s 
of essential commodities of rural consumption such as 
cloth, kerosene etc." 

~138. The recommendations of the Famine Enquiry 
Commission for the first stage in the transition period 
have the objective of securing the diminution and 
eventual elimination of the wide price disparities that 
exist at present in the different parts of the country 
and of bringing down tho prices in other parts t,o tho 
level of rice prices at present prevailing in Madras and 
Sind which are the lowest in the country. Their l·ecom­
mendation for the second stage of the transition period 
is aimed at securing that the prices do not fall below 
the level which prevailed during the quinquennium 
preceding the economic depression. We believe that 
while it is essential to eliminate the wide differences in 
prices in different regions and restore the normal differ­
entials as early as possible, it is more important b_oth 
during the transition as well as during the long pen?d, 
to correlate· the prices of agricultural goods ~1th 
agricultural costs and other relevant fa,ctors, smoe 
the level of agricultural prices cannot be dct~rmined 
independently of~ the geneml economic situatw~. ~t. 
would be impossible and even undesirable to mamtam 
agricultural prices at 240 per cent of pre-war or even at 
180 per cent of pre-war if agricultural costs a?d the 
gen~r:"I level of prices fall steeply and make ag~·wulture 
suffiCiently remunerative at lower levels of agr1cultural 
pr~ces. In . such circumstances, supporting agricultural 

- priCes at higher levels would be unfair to the consumer 
and more than 'fair' to the agriculturist. On the other 

'hand,. if a!lricultural costs and the general level of prices 
remam high, then 240 per cent of pre-war may prove 
too low and . agricultural prices may have t? be · 
supported at higher levels in the interests of the mamten­
!'nce of production and the equitable distribution of 
{-':'comes. "W_e are of opinion therefore that while tho 
lgures mentlOned by the Famine Enquiry Commi•s.ion 

n_tay. afford useful guirlrmcc, the principlce of prlce­
fix .. tiou should be oo formulated that they will prove 
oapdable .of general application both during the transition 
a.n durmg the long period. 

139. When a policy of price-fixation is adopted, it i• 
nec;-ssary that prices should bfl fixed for a.t least the 
maJor crops in the country. The fixation of prices of 
on!~ on? or two crops is likely to lead to the expansion of 
cult1vat1on of the more profitable crops to an extent 



which might create a scarcity in the production of ot.her 
crops, thereby upsetting the balance of production. We 
note that the Famine Enquiry Commission havest~!'lssed 
the supreme importance of stabilising the pric" :of 
whAat and rice on the ground that food crops constitute· 
roughly 4/5th of the cultivated ar.oa of the country and 
of these, wheat and rice are the most important. Wheat 
and rice are besides practically the only food crops which 
enter in large quantities into inter-provincial trade 
within India and are directly affected by the supply 
and demand conditions prevailing in the world markets. 
While we agree that the prices of wheat and rice should 
be supported, we are of opinion that this alone will not 
succeed in maintaining the prices of other produce at a 
reasonable level without the extension of specific 
guarantees for each one of them. In our view the prices 
of important millets like Jowar and Bajra will also have 
to be fixed, in order to maintain the prices of the cereal 
group !LS .a whole. In addition, though the fix-

. ation of the prices of cereals may be. sufficient from 
th~ _point of view of increasing the production of food, 
th1s mvolves.the danger of upsetting the general pattern 
of production so far as crops other than food. are .con­
cerned. In future, it will be necessary to . have a 
conscious planning of the production of all the varjous 
major crops of the country and the price policy will have 
tp be adapted for this purpose. It will not be wise 
therefore to leave out important crops such as cotton; 
jute, sugarcane, etc., although they may be out•ide the 
cereal group proper. It may be noted in this connection 
that many of these crops compete with food crops 
for the purpose of cultivation and the price factor largely 
influences the production plans of cultivators. For 
instance, during the last few ··years, the acreage under 
jute in Bengal has been continuously below the area 
licensed because the price of paddy made cultivation of 
paddy more attractive than the cultivation of jute. 
A policy of fixing the prices of paddy without fi'!'ing 
the prices of jute might produce similar re,sults .. We 
understand that the Indian Central Cotton Comm1ttee, 
the Indian Contra! Jute Committe-e o.nd the Indian 
Central Sugarcane Committee have worked out future 
targots of production for these crops and similar targets 
will have to be worked out for other commodities. If the 
prices of only a few commodities aro fixed while the prices 
of other e omm•->U ities remain unfixed, there is a danger of lop­
sided production which may upset the crop plan as a whole. 
It should not however be to.ken to mean that we suggest 
that the price of each and every commodity should be 



fixed and supported. It is known from experience that 
the prices of certain commodit.ies influence the prices of 
related commodities so t.hat the fixing of the prices of some 
commodities produces it parallel movement·in the priCPS 
of others. It would therefore be sufficient to fix prices 
of those commodities which play a pivotal role in the 
general production structure. 

140. The determination of minimum and maximum 
prices and their ?ontinuous adjustment in the light of 
changing circumstances is· thus a complicated task 
involving careful c·onsideration of the various factor• in­
volved and balancing of t.h" respective advantages and 
disadvant,ages of the different course~ of aotion. Tht~ 
)!'VII} O.t Wbieb !ldCeR Hhould h" fix"d clltmot be \~ft 
m~rely to the automatic working of an arithmetical 
formula such as the one implied in the idea of " 
p•.rity between agricultural prices and cost.s, though •uch 
a formula will no doubt. be of considerable assista.noe 
as a broad indicator of the course of action called · for. 
The prices have to be fixed in the light 9f many other 
conRiderations such as the practicability of enforcement, 
the targets of production and the.adoption of higher 
standards of agicultural technique. The task there­
fore needs to be entruat.ed to an independent body 
specially constituted for the purpose which can be 
depended upon to weigh the importance of t.he dif­
f.,rent, factors involved anrl decide with imparti~.Jit.y and 
technical knowledge f,he love! at which prices should 
be supported. 
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ClLU'!l'EB v. 
Princlple6 of Price EnforcetMnt. 

141. The determination of minimum and maximum 
prices will serve little purpose unless specific~ measures ~ 
are taken. to ensure that the actual prices ruling in the 
market are within this range. In a free market, prices 
continually fluctuate in response to changes in conditions 
of supply and demand, and the fluctuations are often quite 
out of proportion to the casual factors involved. Some of 
the causes of disturbance are essentially of a temporary 
character which, if appropriate steps lire taken in timo, 
need not. ~tffeot th<> "[lrineA n.t &II. It is therefot·o neoe•­
BI.Iry to intervene effectively in the mal·ket if the mini­
mum and maximum prices are to be actually enforced. 

142, The announcement of minimum and maximum 
prices itself creates a beneficial effect on the market by 
making known to it the _policy of Government reg&rding 
the range of fluctuations, thert>by reducing speculative 
tra.nsaotiona. The announcement influences the market 
sentiment in the direction of the support prices, and the 
task of enforcement ~ to some extent e&sed. 

14:1. The moral effect of the announcement will 
not however go far enough unless the announcement is 
bapked by sanctions of a mo~e effective nature. There 
are always bound to be forces in the economic system 
which may get out of hand, and unless the powers ta.ken 
by the State are sufficienli to control thest> forces, the 
authority of tire State will be brought into contempt 
with consequence demoralisation of the market. 

144. We are of opinion that al!Y proposals for the 
enforcement of prices should b.e formulated in the con-

~ text of a competitive economy with freedom of private 
enterprise. The policy should be to operate upon the 
forces of supply and dem~tnd in the market and influ­
ence them in the desired direction. This. can only 
be done by operations which will influence the quantity 
of goods available in the market for-sale and the voluma 
of demand that comes forth for their p~rchase. While 
the mechanism of the market will then be outwardly 
retained for the determination of prices, the determining 
forces will themselves be modified in a manner which 
will result in the prices aimed at. By regulating the 
supply nnd demand thnt. is .p<.-rmitted to be eff<·ctiv.e in 
the market, the State will m effect control the priCes;. 
but the control will-be tempered by the fact that i~ wi!l 
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operate through the market mechanism. It will simplify 
the machinery of regulation and reduce its application 
to a minimum. During the transitional period , and 
even in the post-transition period when conditions of 
emergency warrant it, statutory price control and pro­
curement oper&tions may have to be resorted to, but 
in normal times the general policy should be to control 
individual enterprise in the public interest rather 
than replace it by State management. The aim should 
be to harness the competitive instinct towards social 
ends. 

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

146, This method has been commonly employed for 
influencing the money market - and the market for_ 
foreign exchange. Central Banks have used the tech­
nique of open market operations i~ Government securities 
for influencing market rates of mterest whenever the 
Central Bank rate has proved unsuccessful by itself, and 
at times, open market operations have even been preferred 
to changes in the bank rate as an instrument of monetary 
policy. While open market _operations in Government 
securities for influencing market rates of interest have 
been usually discretionary, open market operations for 
maintaining the stability of the rate of exchange have 
?een more mandatory in ·character. Central Banks 
•n many countries are responsible· for maintaining the 
stability of exchange rates between domestic currencies 
and foreign currencies, and for that purpose are required 
by law to • purchase and sell domestic and foreign 
currencies at declared prices. These operations 
were a normal feature of the working of the gold stan- · 
dard, and it was only when the legal obligation to sell 
gold could not be carried out for lack of sufficient 
stocks of gold that the gold standard was abrogated. 
In the subsequent period, exchange equalisation funds 
were constituted in many countries and th'ough these 
f11nds were not legally required to buy or sell at stated 
prices, they did in fact operate in the mar_ket on their 



own initiative in order to eliminate temporary and un­
necessary fluctuations in the rate of exchange. 

147. Mere monetary measures however, whether in 
the sphere of domestic credit or in the sphere offoreig~ · 
exchange, cannot produce their full effeet on the natio­
nal economy because of the resistence offered by the 
prices of particular commodities. The general level. of 
prices on which the monetary measures are designed to 
operate is nothing but an average of the prices of indi­
vidual commodities and these react with varying 
degrees of time-lag to the changes in monetary circula­
tion. It is therefore necessary, even for the success of 
monetary policy itself, that simultaneous measures 
should be taken directed towards regulating the 
prices of individual commodities by extending . to the 
commodity markets the same technique of open market 
operations which is at present adopted for influencing 
the money market. ~ 

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

149. After the outbreak of the war, while the method 
of commodity loans was continued for grain and cottonj 
direct purchase from farmers was also resorted to for 



Vi. 

a number of other field crops and for wool and dried 
·fruits ail they could be easily stored and thereforE 
handled without much risk by the Commodity Credit 
Corporation. . Wb~re the farm pr~duce was a raw 

. material entermg mto t~e. production of a processed 
commodity, the CorporatiOn guranteed to purchase th<> 
processed commodity ~r~ro the ·dealers and processors at 
fixed prices, on conditiOn tha:t they paid fixed prices 
to the farmer for their purchases of the raw material. 

J;;O. In India, the method of commodity loans cannot 
·be of general application, because the farmers 
cannot afford to make efficient arrangements for 
storage of their produce~ and_the value of the collateral 
is likely to depremate rapidly if loans are advanyed to 
them. Commodity loans can with more convenience and 
with greater security be advanced to co-opera.tive 
societies if they have godowns of their own, bu.t the 
cooperative movement has not ''yet developed suf­
ficiently on the marketing side to enable wide use to be 
made of such loans. Loans can be advanced to proces­
sors and dealers in the case of commercial crops, since 
the trade in such crops is generally well organised 
and has adequate !Jorrangements for· storage; even 
in this case however there is the difficulty of ensuring 
that the benefits reach the actual cultivator. 

1:31. Under the circumstances, it is desirable that in 
India. the State should undertake direct purchase and 
sale operations, even though it involves the construction 
of warehousing and godown accommodation on a 
considerable scale with attendant risks. We there­
fore recommend that the State should extend a 
guarantee to purchase whatever quantities of produce 
may be offered to it at the minimum price and under­
take to release stocks at the maximum price.· The State 
h_owever shoJild remain free to purchase on its own initia­
tive any quantities in the market at the current price for 
the purpose of building up its buffer stocks and turning 
over the stocks from time to time. 

152. It is necessary that the guarantee to purcha8fl 
at th · · . e m1rumum prices should be effective at all 
:,fiPo~a.nt market ·centres in the country. If it is made 

ect,ve only at a. few centres in a Province then the 
producers in distant parts may not b~ able to 
reap the advantage of the minimum price bv Reiling 
tte•r produce direct to the S.tate and thE~ benPflts of thP 
¥ arantee would be reoeived only b;y th~ traqers a~CHl 



the wholesale dealers. In a predominantly agricul­
tural country like India. with producers· educationally 
backward and traditiol!ally tied to the local money-lender 
a.nd trader, it i!! of the highest importance , to so 
organise the purchase operations that the guarantee 
will be effective within a few miles reach of every 
villager in the country, its effects permea.ting the entire 
field. 

163. The guarantee of a minimum price will call for 
measures of regulation designed to facilitate ita imple­
mentation, These measures will include the regula­
tion of imports and of acreage under crops, the control 

· of agricultural rents and wages, and the enforcement 
of ·adequate standards of farm management. · The State 
will have to employ some of these measures as a normal 
course, while in the case of others it should obtain 
reserve powers for use in specml circumstances. 

164. The reguia.tion of imports will be necessary in 
o~der to avoid undue strain on the purchasing organisa­
tiOn. , If, the. domesti~ price of a commodity ia higher 
than 1ts . prwe abroad, there will be a tendency to 
import that commodity .until the increased supply in 
t.he home markep reduces the domeatic price to parity 
with the international price. If movement of goods 
into the country is unrestricted, then the open market 
operations that the State may be required to undertake 
would be of such dimensions that they may prove to be 
beyond the financial resources of the State. · With 
unrestricted imports, the State may find itself saddled 
with an enormous volume of stocks without h&ving 
succeeded in enforcing the m~imum prices in the market. 
In order to avoid such a contingency, 'the regulation 
of' foreign import is an essential corollary to any. 
policy of price fixation. 

US5. It should be open to the State to regulate 
imports by any method that may bei!Uitablein each Clllle. 
~ne method of regulating foreign trade which , was 
m common use during the depression and during. war-. 
time WitS the, control of foreign exchange. The pos­
sibilities of exchange regulation are however now res- · 
tricted within very narrow limits. by India' a membership 
of the International Monetary Fund. The methods by 
which ~he domestic level of prices can still to some 
f)xtent be insulated from international prices are tariff 
duties, licensing and quota restrictions aud State trading, 
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165. Each· of tilese methods has its own advan.tagcs. 
Tariff duties have the advantage that they permit fr_ee 
movement of goods. subject to the payment of the tariff 
and ·therefore provoke less resentment from the trade 
than quantitative restrictions. On the other hand, 
they suffer from the handicap that they cannot" be revisAd 
at short notice· in the light of changing circumstances, 
unless they are sliding scale tariffs, as tariffs are usually 
imposed by legislative action and not by executive 
direction. Quantitative restrictions through the fixation 
of quotas and the allocation of quotas among~t. t~Ie 
licensed traders have the advantage that they dcfimte,y 
determine the actual quantity of trade. They can be 
altered as may be .necessary by executive action, thereby 
enabling a continuous adjustment with requirements 
of policy. On the other hand, they are looked upon 
with greater disfavour by foreign traders because ofthe 
rigid barriers that they erect. State trading involves 
the canalising of trade through a State corporation so 
as to maintain domestic p~ices at a level different from 
international prices, the corporation absorbing ·the 
difference. If the domestic price is higher than tho 
international price and imports of a commodity are 
stimulated on that account, the State corporation can . 
purchase thOse imports at the international price and 
release them in the home market at th~ domestic price, 
keeping the profit for itself. State trading can thus bll' 
carried on in a manner which will be less open to objec- · 
~on by the c?untries _with which we have trading rela.­
tiOns than either tariffs or quotas. While tariffs and 
quota.;· definitely restrict the volume of trade and to that 
extent ~ay be objoc~e~ to by foreign traders, a Stn,te 
corporatuln ~y canalis.mg all imports through itself can 
be worked without domg harm to th\l interests of other 
countries. State trading to this extent is quite co118istent 
with the continuance o.f pri.vate ~rade as the corporation 
need on~y work ~s a directmg, fmancing and regulating 
mechamsm, Ieavmg th~ actual dealings to the channels 
of trade . 

. il!7. W~ are by no m?ans unmindful of the principles· 
.I~td down I!' the Atlantic Charter which call for rolaxa- · 
tion ~nd ultn:nate abandonment of all types of obstructions 
to mternatwnal trade and commerce W 1 

h .. • eareaso 
aw~re t at. a Conference is being convened b the 
Umted Natwns for the purpose of consideriri the !etting 
up of a permanent internat· 1 · ·g , . . . wna orgamsatwn for secur-
mg_ co?r~natw~ between national economic policies, 
mamt.ammg a_ high and stable level of employment, and: 
reduomg barners to trade and commerce. While we 
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stre in fnll sympathy with these general objectives. it is 
in our view important to bear in mind that expansion 
of trade by the reduction of barriers is not an end in itself. 
Though such an expansion of trade is necessary for the 
maximum utilisation of the resources of the world and for • 
t.he concentration of production in the lowest-cost· reg­
ions, it is after all only a means for securing high and 
staple levels of employment and satisfactory standards 
of living within each of the mutually trading areas. 
The means must therefore be adapted to the circum­
stances of each country if the end is to be attained in all 
of them. Though access on 'equal' terms to the trade 
and raw materials of tho world may be a desirable and 
ultimate goal of policy, the fact remains that at the pre­
sent moment different countries are in entirely· different· 
stages of economic development and backward countries 
must first accelerate the tempo of their development so 
as to get in line with the more advanced countries.. It 
has to be recognised that this will naturally involve 
regulation of international trade by backward countries 
and that such regulation may hav" a prejudioia.I effect for 
the time being on other countries though every effort 
should be mado to mitigate such effects. It is essential -
that the economy of each country should be developed 
il). a balanced manner and to the fullest extent in as 
short a period of time as possible, because unless all 
countries are relath·ply in the same stage of ecm'lomic 
rl~velopment, fnll economic eolla.born.t.ion on equal terms 
will not be feasible :Lhd fre~ t.racle will not he rest.ored. 
We therefore recommond that any international obliga­
tions that India might, enter into in the future, should 
be consistent with har freedom to regulate her interna­
tional trade in such manner as may be necessary for the 
enforcemept of her agricultural price policy. 

158. The regulation of rents and wagos is necessary 
as a corollary to price policy in order to ensure that 
t.ho benefits .of tho price guarantee reach the actual 
cultivator and the agricultural labourer. There is the 
danger that the landlords may use the price guarantee 
as a pretext for raising r.:nts on the ground that. the 
tenants get higher·prices for their produce. The agneul­
-turc.l labourers who are .entirely unorganised and are not 
always aware o! what in fairness is due to them may con­
tinue to be exploited unless steps are taken to enforce 
the payment of minimum wages to them, 

159. In speoial circumstances, the St,ate may Med ~owers 
to regulate the acreage under crops. The hm1tat10n of 
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~upplies at. the source by l)ont.rolli?g ~r'?rluction iR on~ or 
the most effective 'methods of mamtammg support priCes, 
and it was extensively . used in the United States of 
America _under the Agricultural Adjustment Act. As 
·a matter of fact, during war-time, attempts have been 
made in. India as well to regulate the acreage under 
particular crops in certain ..,.reas. Since 1940, the acreage 
under Jute in Bengal has been regulated by a licensing 
sy>t'Pm which sets an upper limit to it in each year. 
The Indian Central -Cotton Committee has been 
fixing cotton acreage targets since 1944-45, and although 
these targets are not enforced by legislative action as in 
the case of Jute, various measures have been taken to 
reduce cotton acreage to the targets laid down. Legis­
lative action has been taken through measures snch as t.he 
Bombay Growth of Food Crops Act (1944) to increltse · 
the acreage under food crops. The principle of regulating 

. the acreage under crops is thus already adopted in certain 
case-a and we recommend that it should form a perma.nent 
featurE) of agricultural policy in the future. 

160. T}J.e State should also have the power for use In 
special circumstan·ces, to enforce adequate st~ndard8 of 
management in farmin~ s? that thclandlord, enjoying the 
security of guaranteed m•mmum prices, should not remain 
free to neglect his land. In fact, the power to enforce 
effil'iPnt methods in agriculture is a neces8ary compl\l­
ment to the power to regulate acreage under different 
crops e.incl'\ efficient a.nd intensive cult.i:vation is no less 
important than increasing t.ho cultivated e.rea for pur­
poses of <"Xpanding production. 

161. The maximum price will have to be enforced by 
the State by selling' judiciously from its reserve stocks 
e.t that price, The experience of price control during 
the wa; ha.s shown clearly that unless adequate stocks 
are mau.•t•u~ed for the purpose of releasing them in thei 
market 111 times. of scar~ity, the attempts to 'hold pricAs 
below t.l~e max1mum will fail. UnleKs trading interests 
are eonnJ~cpd thnt Government; have in their posse•sion 
t~~~ phystcal resources necessary to break the back of a 

, nsmg. market, control of maximum prices will be in­
ef:eetlvc. · Though the ll)Jdertaking to release supplies 
w~U normally hecome operntive only when the market 
pnce r~arhe~ t.he maximu~. thP St.a.tr will be freo to 
sell. at Its discretion at any price and it should in fact, 
beg.n to operate as soon as the market prices show a 
pronou~tced tendency to movP towards the maxiDlum. 



· 162. The undertaking to supply produc~ nt. the 
maximum price should be made l'ffective in the principal 
man dis in order to put an effective ceiling to the whole· 
sale market prices every where. The price at which the· 
retailer sells the produce to the actual consumer will be 
somewhat higher than .the wholesale price, but since it 
would be closely related to the wholesale price, the release 
of supplies at the maximum p~ice cannot fail to influence · 
the retail price to the consumers. 

16a. Although normally an. undertakiDg by the 
State to provide supplies to the mar~et by sales from its 
own stocks will be sufficient to prevel).t prices from rising 
above the maximum, it will be necessary to have certain 
reserve powers to mee~ unforeseen emergencies. We are 
of opinion. that ·the State should be armed with the 
reserve power to under Lake statutory price control and to 
prohibit a seller from taking or a buyer from offering more 
than a prescwibed price and .a buyer from offering or a 
seller from taking less than a prescribed price. Sta­
iutory price control when it ls imposed will be aocom­
panied b;y penal. measures for any breach of the Ia w and by 
an admlmstrative machinery for policing the market. 
The State should also be armed with reserve powers to 
requisition supplies and regulate the distribution of sup­
plies by rationing, whenever necessary. 

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

165. While deciding.the size of the reserve stocks, it 
must be taken into account that the reserve stocks 
maintained will also have to serve a.s a famine emergency 
reserve. Experience has shown that in any yea.r the 
monsoon rains may be so defident as to result in pa.rtial 
or total crop failure . over wide areas. It is uot always 
possible to obtain imports at short notice for making 
good the deficit arising from this cause and the State 
should therefore have a sizeable emergency reserve as 
an insurance against crop failure. We thus envisa,.,:e a 
dual-purpose reserve, which will function both for ~nforc­
in~ ~rices and for meeting emergencies. Wh1le t4e 
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purposes for which _such a reser:V? iR to_ be utilised 
should be kept distinct and prov1s1on should be .made 
for all contingencies, the reserve cannot obvwusly 
remain in two _ water-tight compartments. In the case 
of foodgrains in particular, a fa.min.e w~ll ca~ for Y'e, 
utilisation of all available stocks and 1t. will be lmposstble 
to earmark any part of the reserve for a~y P;trpose other 
than relief. The reserves should be mamtmned at selec­
ted strategic centres within the country so as to enable 

_them to be rushed at short notice to those thrcate.~ed 
,points where the .market prices show sig_n~ of depart~ng 
from the prescribed limits or where conditiOns of famme 
emerge. -

166, The reserve should be ·exclusive of the stocks 
normally held by the market for meeting the gap between 
current demand imd supply requirements. Th~. reserve 
will for the present have to be ~uil~ up _f~om tmpo:ts, 
since internal foodgrains productiOn ts def101t to reqm;e­
ments and imports fill ~'P the gap. When productt~lll 
within the country expands, such reserves should be tn· 
creasingly built up from internal surpluses and the depen· 
dence on imports reduced. 

167. While a guarantee to purchase at the minimum 
price and an undertaking to sell from reserve stocks at 
the maximum price accompanied by open market opera­
tions are in our view indispensable for enforcing the prices 
fixed, we desire to emphasise that these measures will suc­
ceed only if the monetary policy adopted by the State is of 
'a complementary character. Though market prices can 
be influenced by State purchase , aud sale operations, 
these operations can only cope with margina_l quantities, 
and the supply and demand for the commodity as 
expressed through money terms will still remain the real 
basic forces for the determination of market prices. The 
level at which market prices can, be maintained will 
ultimately depend upo_n the level of national incomes and 
the p~rchasing power of the population. It is only by 
pursum!l a monetary policy which will stimulate general 
econom1c development and raise the national income 
that we can create an environment within which th~ 
price-guarantee can be made effective. 

168. The re•ponsibility, for enforcing the measures 
reoomm~nded b~ us should be entrusted to a State 
corporat1011 spemally constituted for this' purpose. It 
should carry out tho necessary ·purchase and 

6
a]e opora­

tio':'s and regulate t?o i'!'po~t and export trade in order 
to unplem~nt the pnoe f1J<at10n programme. It will need 
fixed cap1tal fot \he oonstruction of the necessary 
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storage accommodation and working capital' for holding 
the reserve stocks, meeting .the expenses of turnover 
and carrying out purchase and sale operations. Its annual 
operating costs will include chnrges on account of 
interest on fixed and working capital, depreciation and 
maintenane<> of gcdowns, detErioration of reserve stocks, 
stomge, staff E-tc. The operating costs should in the 
long run be met out of the profits of the corpo111.tion. 
It may make • profit out of the difference between tlie 
prices a1 which its _purchase and sale op<,rations MO 

executed in the dome-stic market and also out of 'the 
. difference between the domestic and international level uf 

prices to the extent of its import and export transactions. 
The corporation. should build up a stmng reserve fund 
out of such profits to enable it to tide over difficult 
years. 

169. We are glad to note that measures such as the 
ones recommended by us are also con tom plated on an 
international basis. The F. A. 0. has under consideration 
a proposal to·~~ up a Wo~ld Food B?ard, whose functions 
will be to stab1hze the prJCes of agrwnltural commodities 
over the world market, to esta.blish a World Food Reserve 
which will be adequate to meet any emergency that 
may' 11rise through failure of crops in any part of the 
world and to finance the· disposal of surplus produce 
through specinl terms to co~ntries where the need for 
them is most urgent. There IS also a proposal to set up 
an Intcrn~ttional Org~tnisation for Trade a.nd Employment, 
and various Commodity Commissions with functions 
more or loss similar to those already mentioned. The 
establishment of an Internntional "Vben.t Council is also 
contemplated. In course of time, these various bodies may 
be suitably coordinated thr~ug~ a sin~le ma~hinery under 
the United Nntions Orgamsatwn which wlll deal with 
agricultural commoditie~ ~n an i~ter'.'-a~ional basis an_d 

aintnin their prices w1thm certam mimmum and m~tx1 -
:~m limits. The nat.ional pri?e poli~y shoul~ then. be 
suitably integr.atcd With the I?-tc_rnatwnal prwe policy 
and the m~tchmery set . up w1thm the country should 
work in close touch with the United Nations Organisa-

tion. 

170. The principles of enforcement will have to be 
suitably adapted to individual co'?m~dities. With some 
•ommoditics tho dcmnnd for whiCh Is steady and easily 

0 
redictable, a relatively' smaller reserve may serve; 
~th others, the demand may be erratic, stocks 

ay easily accumulate, and control of the mnrket may 
:quire larger reserves. There may also be technical and 
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physical fo.ctors which limit the period for which rese:v:es 
of different commodities ~au Lie kept. ·some commoditJCs 
may be deJ?endent on foreign markets for the disposal of 
surpluses, and beyo!'d a point, it may be dangerous to 
hold supplies off the market, as was seen durmg the 
regulation of wheat in Canada, cotton in the U. S., and 
coffee in Brazil. Others may be dependent on home 
markets and may be relatively insulated from in­
ternational factors. A large variety of factors wiJJ thud 
have to be taken into acc01int. 

1 i1. A broad .distinction may be drawn between (i} 
foodcrops, (ii) commercial crops, a-nd (iii) animal 
husbandry products. Foodgrains cover the largest 
proportion of the cultivated area in the country, amount­
ing to over 80 % of the total, but the country yet has 
a net' deficit each year and has to rely partly on imports. 
The major foodgrains are rice, wheat, -jowar and bajra. 
In commercial orops, we include - cotton, jute 
sugarcane ancl the oi!seeds. The trade in animal 
husbandry products amongst which -milk, eggs and fish 
are the most important is confined mostly to somewhat 
isolated local markets in the country. We examine the 
essentials of a price policy for each of these groups of 
commodities in subsequent chapters. 

172. Tile success of enforcement measures will also 
depend upon the number and character of the commodi­
ties selected for price support. While equity may demand 
the extension of price guarantees to all agricultural com­
modities, it is important to keep in view financial and 
administrative .aspects of the problem and the need to 
hasten slowly in a new and practically untried field. We 
are therefore of the opinion that price guarantees should 
first be tried out in respect of a few important commodi­
ties and later extended gradually to co:ver all the strategic 
commodities in the field ofagricultrnal production. At the 
same time, t~~ dangers of applying the policy to far too 
few commodities cannot be ignored. Any isolated at­
tempt to support the prices of a crop or two may lead to 
d!version of acreage, mou11ting surpluses and problems of 
disposal. We are stron~ly of opinion therefore that price­
guarantees should be tned out over a fairly large sector 
of o~r a.gricu]tural economy right from the start.. If a 
hallmg and half-hearted policy were to be pursued and the 
guarantees extended to only one or two cro · th · 

f ! . . ps on P 
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a.rgument or a po wy of maction in the future and incal-
culable harm done to the cause offarmers in this country. 
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CBAPTllB VI . 

. Price-policy for Food Crops. 

17 3. The necessity of extending tho policy of price 
fixation to food crop• needs no special emphasis. Firstly, 
since over 4/6ths of the cultivated aron. in India is 
devoted lo food crops, the income of the bulk of the 
agrioult.ural population depends on the. prices ·of ·such 
crops. Secondly, in spite of such a. high proportion of 
our land being under food, our national production still 
falls short of our repuirements and an •s•nranoe of a 
remunerative price is necessary fer stimulating food 
production. The av~ra.ge annual net imports for the II 
years ending 1941-42 amounted to about 1 million tons 
and t.he Foodgrains Policy Committee bame to the con­
clusion that annual imports on the sa. me minimum level 
would be necessary in the future, . The FBmine Enquiry 
Commission allowed for a further 2 million tons on acc• 
ount of the increase in population since Ul41-42, thus 
estimating the annual requirement• of imports a.t 3 
million tons. The deficit in domestic.produotion would 
be even larger if targets are framed on the basi:8 of a 
minimum nutritive diet for the whole population. 
Imports have no doubt to be resorted to as a. short-term 
measure, but our experience during the past .year has 
shown how difficult it is to ·secure adequate imports in 
an emergency. In the ce.se ?ffoodg~ains which are vital 
to tho life of the people, 1t 1s unwtse to place ourseivea 
in a position where we would be dependent on other 
countrie• and immedi~test.•ps have to be taken tQ ei<p&nd 
food production withm the country to the maximuui 
extent feasible. An appropriate price-policy for food crops 
is thus of first priority not only from the point of 
maintaining agricultural incomes but also from that of 
securing ma.xiruum output, · 

174, A price P?licy may ~ot always be . able to 
econcile the necesstty of assunng a remunerative price 
~ the producer a.nd keeping the price within the means 
of the consumer. In course of time 'Ye have no doubt 
that this conflict of interests would. be resolved, aince 
our pr'bposals are only a part of a more comprehensive 
programmf' of economic develo~ment whioh will result. 
in a general rise in .the level of Incomes and employment. 
Until the price policy has produced the expected increase 
in efficiency &nd o 1tput per acre however, the price fixed 
m&Y in some cases prove beyond the. means. of certain 

lasses of consumers. The. remedy 1n •uoh cases lies 'in 
:be ar•nt of consumption subaidie• to the classes of 
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consumers affected. Subsidies on· consumption were ·a 
common feature of war-time policy in the U. K. and t_he 
U. S. A. and any undue increase in the price of essential 
food-stuffs was thereby !'-Voided. In India also, ~he 
principle has received acceptance in the s1<le of foodgrams 
at cheap rates to essential workers during the war and 
the supply of milk on concessional terms to children and 
expectant mothers in certain towns. A separate Committee 
aet up under the auspices of the Central Food Department 
is examining the question of food subsidies and we make 
a. reference to it· only because of its bearing on pric.e 
the policy. Such subsidies will be necessary until 
increased productivity of land permits a reduction in 
the prices fixed, · 

17 5, The fixation and enforcement of minimum and 
maximum prices for food crops should be according 
t~ the principles we he.ve u.Jroo.tly digcUHH<>d in the ~~·-;­
vwu~:~ chapters. During t.he t.rn.nnition pt>~riod, the Wlftl­

mum :priooa , for f~odgraine ahoul<l ))~ OCJ uiv n!unt t_o 
th\i flllf Jl!Ll'tLY pt'Wtl., and all th" proclnoo t.h"t' '" 
offered to Gnvnrnmont . oiH>Uid bo purchased by it nt 
those prices. In the poSt•tl'llll~itiun period when normal 
SU(l]Jly and demand conditions have beon restored, the 
minimum prices for foodgrains should be fixed after due 
allowance is made in the fair parity prices on account nf 
the various fa.ct.or• indicateci bv uR. This may mean that in 
certain circumstances the mili.imum prices may ha.ve. to 
be fixed at levels below the fair parity prices. Acoordmg 
to some of us, any reduction in the minimum prices belo~ 
the fair pa.rity prices should be limited to a. maximum 
of 12l%,.while a.ocording to others, no limitation shol!ld 
?e pla.ced upon the disoretion of the price-fixing authority 
1:r;t this respect. The market prices should under no 
Circumstances be permitted to fall in future below a rock•_ 
bottom minimum level. This limit is set by the £xed 
ele.ments in agricultural cost\ and a fall in the marke:t 
pncee below this level will upset the economic balance of 
the c~untry side. The Sub-Committee are unanimous in 
the VIeW that. the State should undertake the obligation 
to. p_revent prices from falling below such a. rock-botto~ 
ml.nlmu_m. Some members of the Sub-Committee consider 
~hat this undertaking should operate only for the next 
fe years after which the position may br reviewed 

a :J
1
sh i~ the light of the general principles laid down, h he 0~d er members of the Sub-Committee consider that 

s ou operate as a permanent part of policy. As· 
regards the actual level of the rock-bottom minimum, 
some members of the Bub-Committee liold the view the.t 
It should be equivalent to the average · f the com• 

dit d 
. price o . 

mo y conoerne. m the principal producing e.ree.s, during 
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the quinquennium 192(..25 to 19J8-S9, e. g. Rs. 4-8-0 p?r 
md. for wheat at Lyall pur with prices of other com modi-· 
ties in normal parity wit.h it; other members a.r" of 
opinion that it should be 25% above this average, i.e. 
Rs. 5/10/0 per maund f·1r' wh<•'Lt Rt Lyallpur with- similar 
differentials fm other c•nnmoJi t.ies. During the tre.naition 
as well as during the post-transition periods, the minimum 
prices should be determined for each crop for the mfLjor 
producing areas, and the minimum prices for other &reas 
should be worked out therefrom making sufficient allow­
e.nce for the normal costs of transport, marketing e.nd 
other incidental expenses. The maximum prices for each 
e.rea should be fixed on the basis of the minimum price' 
fixed for that ar"a. It should. be t.he object of State 
policy to maintain market prices of food grains within 
th~ limits set by tb~ minimum and m~>xim11m prices fix~d 
n.nd fo1" t.hie purpnAe t.he St,ft.te ahonld f1;1Hn·n.ntee t.o purohn.~~ 
alhupplies of such food grains offe1ed to it e.t the minimum 
prices and undertake to provide suppliPB to the market 
by fUtlog frum HA own atnok8 n.t 1,he mn.~i mu rn pt<i00!'1.. lt 
~hould u!Ho tuke tho othm· ll:loasuros whioh we have 
previously described to enforce its policy. 

176. A policy of price fixation for food crops has 
the advantage that · it can . be easily implemented 
through the existing adminiAtrative machinery •. The 
Central and Provincial Food DepaTtment.s are t>lready 
operating a. system which involv~s the procurcm<'nt of 
stocks from within' the country and from abroad, the 
planned movement of internal stocks from surplus to 
deficit areas and the rationed distribut.ion of grains in 
urba.n·a.reaa. The procurement operations of the <lavern-

. ment profoundly influence the prices in moat markets 
though the degree o~· influence varies according to the 
e:ttent to which th~ m0thod of procurement approxi­
mates to a Government monopoly. The cent-ral feature 
of our schome, viz, buying ami selling op?ro.ti~ns by' 
the State undertaken to influence market pnces 1s thus 
already in operation in a modified form. We consider 
that the experience gained by tho Agriculture and Food 
Administrations during the wa.r should be fully drawn 
upon and utilised for implementing the price policy ~ 
future: The present activities and policies of the Food admi­
nistrations should also be orientated during thj! transition 
period on the lines of our proposals eo as to facilitate 
their full implementation when the machinery recommen­
ded by us in a subsequent chapter is set up. 

_ 177. Whon a policy of price fixation for foo?grains 
is adopted, the question arises as to which of the different 
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grains should be selected initially for its application. 
The Famine Inquiry Commission, after making out a 
case for the fixation of the prices of cereals in general, 
hav-e expressed the opinion that in practice this would 
mean-control of the prices of rice and 'rheat, the-cereals 
·which enter largely into international trade. In our 
v-iew, howev-er, the control of the prices of j owar and 
bajra is no less important. The following table shows 
an estimate of the av-erage all-India n.creage (reporting 
and non-reporting areas included) under different cereals 
during the normal period of 1936-37 to 1938-39 and for 
the y~ar 1943-44. 

Rice 
Wheat 
Jowar 
Bajra 
Maize 
Barley 
Ragi _ 
Small Millets 

Area under Cereals 
(in '000 · 

Normal. 
77,622 
35,705 
38,129 
19,487 

8,129 
7;174 
5,780 
8,5p9 

200,535 

acres) 

1943-44. 
84,938 
34,859. 
39,425 
24,222 

8,712 
7,634 
5, 7.34 
8,643 

214,167 

(Source : Worked out from· figures given. in " Food 
Statistics of-India", Statement No. XIII.) 

During both the periods under reference, the area 
under jowar and bajra, taken together, accounted for 
2~% of the aggregn.te n.rea under aU cereals as compared 
With 38% under rice and l8o' undcr· when.tin the normal 

. /0 b 
per1od. In the yen.r 1943-44, moreover, there has eon" 
lar.ge increase in the a.creage undPr bajra.. Thus from the 
P.mnt of view of acren.ge, jown.r and bn.jrn. are of con­
Siderable importance. Since millets and cotton 
are substitute crops and diversion of area from one 
to another is possible, we consider that it will be 
necessary to include millets in the price-fixation pro­
gramme. Millets play n. predominont role in .the eco­
nomy of certain regions, particularly the unirrigated 
~ones. Moro than one-third of the acreage under millets 
~s concentrated in Bombuy n.nd Madras. ·In Bomlluy, 
It accounts for about 40% · of the net area sown for· 
a!l crop?, while in Madras the porcent.age is about 25%. 
~m~e m11lcts n.re consumed entirely within tlw country, 
It will by no men.ns be difficult to bring them within the 
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ambit of a price-fixation policy. Government have 
already fixed minimum and maximJlm prices for 
jowar and bajra in the principal producing_ ·areas and we 
see no reas<;>n why the policy should be discontinued. 
For these reasons, we are of opinion that price­
fixation should be extended in respect of rice, wheat, 
bajra and jowar from the beginning and not confined 
only to rice and wheat, as suggested by the Famine 
Inquiry Commission. 

178. Assuming for the present that among the food­
crops; price-fixation is confined to wheat, rice,- jowar 
and bajra and is operative only in British India, an 
estimate of the quantity of reserve stocks required for 
implementing the policy has first to be worked out. 
Since buffer. stocks are intended to enable the State to 
sell in periods of short supply and to buy in periods of 
excess production, one possible approach is to estimate (i) 
the quantity that is likely to be required by the con­
sumers in periods of short supply, and (ii) the quantity 
that will need to_ be taken off the market by the State in 
periods of excess production. Since a. deficit· in the 
pi·oduction of one crop may be made up by: increased 
production of another, it is de•irable to use figures of 
aggregate production when determining the excess a.nd 
deficit. Moreover, the entire production does not come 
to ma;ket and the reeerve stocks required have therefore. 
to be related only to the marketable surplus of the 
growers. In the present context, norm:tl production is 
determined with reference to the most likely 
production during any given year in the light of past 
experience. . The most likely production is that which 
was typical of the largest number of years in the past, 
or in other words the mode. The" mode has therefore 
been used in the calculations which follow. 

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

Production of Wheat, Rice,lowar and Baira 
(in million tons) 

BRITISH INDIA (eli:oludillg Indian States) 

Year. Wheat. Rice. Jowar. Bajra. ~ggregate 

1919-20 8.6 
1920-21 5.7 

28.0 
23.3 

5.6 
3,6 

2.8 
2,0 

45.0 
34,6 
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' 

]"ear. Wheat. Rice. Jowar. 

5.6 

Bajra. 

2.6 

Aggregate. 

1921-22. 8.4 27.8 
1922-23 8.2 28.5 
1923-24 8.0 ~3.6 
1924-25 7 .. 2 -25.2 

1925-26 7.2 25.2 
1926-27 7.4 24.1 
1927-28 6.4 . 22.7 

1928-29 7 .a· 26.5 
1929-30 9.0 25.8 
1930-31 7.7 26~5 
1931-32 7.3 27.8 

i932-33 7.6 25.4 

1933-34 7.5 24.9 
1934-35 7•8 24.8 

1935-36 7.6 
1936-37 7.9 
1937-38 - 8.7 

1938-39 . 8.0 

1939-40 8.9 

1940-41 8.1 

1941-42 8.2 
1942-43 9.0 
1943-44. 7.8 
1944-45 8.5 

22.3 
26.8 

25.8 

22.9 

24.6 

21.0 

24.3 
23.0 
29.1 
25.5 

5.0 
4.3 

4.2 
4.2 
4.2 

4.9 
4.7 
5.1 

.5.0 
4.4 

4.6 
4.6 
4.6 
4.5 
4.6 
4.0 

4.1 

4.5 

4.6 

4.0 
4.2 

4.6' 

4.3 

2.4. 

2.2 

2.0 
2.0 

2.5 
2.4 
2.1 
2.0 

2.4 

2.2 

2.3 
2.1 
2.1 
2.3 
J,9 

q 
1.8 

2.0 

2.3 
2.2 
a.o· 
2.6 

2.4 

Maximum 
Mode 
Minimum 

9.0 29.1 . 5.6 3.0 
7.7 25.0 4.7 2.2 
5.7 21.0 3.6 VI 

Aggregate Maximum • • 45.0 
.AAggregate Mode .. 40.0 

ggrega.te Minimum , . 36.0 

44.4 
44.1 

38.f 

38.6 
38.6 
38.2 
36.4 

40.6 
41.9 
41.6 
41.7 
39.9 
39.1 
39.3 
36.7 

41.2 

40.4 

36.8 
40.0 

36.0 
38.7 

39.2 

44.1 

40.7 

Note-The figure• for the prrlod 1930-1945 are mo . 
complete than those for the ~a 1' re 
are therefore not strictly compar:~e{ years and 
Source: (Agricultural Statistics of ·r~dia) . 

186. The I.C.A.R. Memorand . -
30% of the total production of r::C~ e~tlm~tes that 
to the market. On this basi th graJ~S Is brought 
and minimum distributable"' . e 1 maximum, modal 
million tons, 12 million t &urJ us Would be 13.5 
respectively. · ons an 10.4 million tons 
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·lSI. The difference between the .ma.ximum a.nd the 
mode is thus 1.5 million tons, while that between the mini­
mum and the mode is 1. 6 million tons. The figure of 
1.5 millions may be taken to represent the amount that 
may have to be taken off from the market by the Btate 
in bumper, years, while 1.6 millions may be taken as .an 
estimate of the deficit that may have to be put on the 
market -in years of short supply. On this bo.sis, the 
:reserve which must serve both purposes will have to be 
1.6 million tons. It will be seen that this represents 
about 4% of the modal production. 

182. Another approach to the problem is- to esti­
mate reserve stocks on some appropriate proportion of 
the toto.l distributable surplus marketed in bumper 
vears, this 'being a rough indication of the largest 
quantity that the State may be called upon to deal with. 
The replies to our questionnaire indicate that there is 
a general concensus of opinion ~hat buffer stocks should 
be between 3 to 4 months stocks, i.e. 25 to 33% of the 
annual distributable surplus, though a few replies have 
suggested even higher proportions. On the basis of 25 
per cent of the annual distributable surplus in the year 
of maximum production, the reserve stocks may be put 
at 3.4 million tons. 

183 The estimates of the stocks necessary as &II 

emergency reserve against famine may aleo afford some 
guidance. The Foodgrains Policy Committee have 
recommended the setting apart of 0.5 million tons of 
grain as a Central Foodgrains Reserve. The Fam_ine 
Inquiry Commission also state that they do not thmk 
that a reserve of this size would be e;recessive. This 
reserve however is intended only to b~1dge the period 
equired for obtaining additional supplies of food from 

~broad. The reserve stocks necessary fo_r m_aintaining 
prices will natura.lly have to be larger m Btze. 

184. · The following estimates emerge from'"' the basis, 
which- we have examined :-

Basis. Estimate of reserve 
stocks (in millioti. 

tom). 

(i) Difference b~tween mode and maximum/ 
minimum marketable surplus. 1.60 

(ii) Replies to questionnaire (proportion of 
normal stocks). 3.40 



(iii) Emergency Famine Reserve (Foodgrains 
Policy Committe!' and Famine Inquiry 
Commission). 

We have considered the above estimates, but nrc 
not agreed amongst oureelves as to the appropriate size of 
the reserve. · Some of us are of opinion that the reserve 
may have to be as large os 3 million tons while others 
hold the view that a rct~erve of 1! million tonswillsuffioe. 
We are all agreed, however, tha,t a reserve of 1.5 million 
tons is the irreducible minimum and it is on this figure 
thr.t we base our subsequent calculations. 

1811. We wish to makeit ·clear that ,.6 considfr the 
figure of lf million tons as the irreducible minimum 
for a national foodgrains rest"rve. We are aware that 
the Food and Agricultural Organization of the United 
Nations have under consideration at pr<sent a proposal 
for settmg up a World Food Board and that one of 
ita objectives is to establish a world food reserve adequate 
for any emergency which might arise through failure of 
crops in any· pa.rt of the world.. We welcome this 
proposal and hope that the Board, when established, 
would p11.y special attention to the "requirements of 
backward and undeveloped countries. We are of opinion 
that a part of the reseve held by the Board should be 
located in India in consideration of her position in 

· South-east Asia. The reserve held in India by the Board 
will however be quite distinct from the minimum national 
resene of 1! million tons, ,vhich we have recommended. 

~86, The reserve stocks should be located at strategic 
pmnts so that they can be immediately utilised to 
mfluence the market whenever the need arises. This 
implies that sizeable quantities will have to be located at 
important centres, bot.h in the surplus and deficit areas, so 
as to facilitate bo1.h procurement o.nd supply operations: 
They may. also be convenie!'tly located at the ports 
o~ entry, stnce the r~~rve wtll consist partly of imports. 
Smce Government Will be purchasing all grain offered 
to them at the min!mum price all over the country in 
order to make the priCe guarantee effective within easy 
reach of the cultivator, its stocks will accumulate at th 
selected ~mall ·market centres. .On the other hande 
~took& w~ have to be maintained in t-he major consum: 
mg areas m ~rder to implement the undertak' f th 
State to proVIde supplies at the maximum r!mg 0 The 

bl · f 1 t' f P ce. e pro em o oca ton o reserves in the cont t f th · 
· f"' t' . ex o etr maximum e we Jveness is thus · a complicated one 
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a-nd the centres of location should be carefully 
selcctod after taking into account all rblevant considera­
tions. 

187. In view of the unequal distribution "of stocks in 
relation to available storage accommodation at different 
centres, tho storage arrangements will have to provide · 
for an extra margin over and above the minimum reserve 
stock~ contemJ?l~ted. We are of opinion that this margin 
should be ! mlllion tons and that for accommodating a 
minimum reserve of I! million tons, storage godowns 
c&pable of accommodating a minimum of 2 million tons 
would be called for. 

188. The type of etorage acoommodatio11. reqnired 
would depend largely upon the proportion in which the 
different grains are held in reserve, the suitability of 
bagged and bulk storage for each type of grain, and the 
local conditions in the selected centre. Where bulk 
storage ·is considered suitable, the respective adva. 
ntages of the Khatti type of storage familiar in th~ 
U. P. and. the elevator type of' storage known in 
the west have to be examined. In a small oen:tre 
separated from the mandies where the producer has 
to bring the grain to and move it from the depot in 
a bagged condition, the elevator may prove uneoonomioa.l. 
On the other hand, in important port centres Yhere the 
turnover ia large; the .elevator type of storage may be 
found convenient. 

1811.- We wish to draw attention in this connection 
to tho unsatisfactory position . regarding grain storage. 
in general in the conn try .. The Stn:te should construct 
the storage depots reqmred · for Its reseve stocks at · 
its own cost. The reserves held by .the State will 
however be only a small fraction of the total grai,n 
surpluses which come into the market. The storage 
available for the normal commercial transactions in the 
market has been shown to be unsatisfactory by the 
experience during tho war .. Th<; possibil!ty of adopting 
suitable Iogislation for hconsmg .. gram dealers and 
requiring them to provid<l · approv":d typos of storage, 
and · of cstablishiitg licensod warehouses under the 
auspices of the State as proposed in the draft bill cir­
culated by the Resorve Bank of India deserves to be 
explored. S~oh moas?-res . would mi~imise. t.he losses 
arising ont of th<:> ~oterwratwn of gram ~unng ~torag~, 

.and provide negottabl!l warehouse receipts .which. Will 
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enhance the value of the security offered for market 
finance. 

190. The provision of adequate accommodation at 
Railway. Stll.ti_ons and main transit points also requires 
consideration. It is generally held that the covered 
accommodation provided by the railways on the goods 
platforms leaves much to be dosired and that good do•ll 
of damage is caused to the grain by exposuro to wct>th~r, 
~nd by pilferage at points of despatch or transportation. 
We understand that in some foreign countries thero 
is a statutory responsibilit-y on the rn.ilways to provide 
adequate sheltered accommodation for goods in transit 
-and the feasibility of taking similar action in India needs 
to be examined. · 

lDI. The various points connected with the problem 
of storage to which we have drawn attention rPquire 
detailed investigation. We therefore recomme-nd that 
the entire question should be examined by the appro­
priate departments in consultn.tion with the commercia.! 
interests concerned. 

192. Even with the best arrangements for storag0, 
provision will have to be made for the regular turnover 
of the stocks so that tli.ev may not dctariorat" unduly. 
The exact method and eitent of turnover will naturally 
be determined by the peculiarities of each grai~ an_d 
its capacity to. preserve its quality under local · chmatw 
conditions. The details of turnover should therefore be 
carefully worked out in the light of the physical and 
climatic factors involved. 

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

\114. With regard to the fixed capital necessary for 
the co•t of co~truction of godowns for accommodating 
reserve stocks, 1t may be mentioned that a good d 1 
of storage accommodat~on _has already been construe~~ 
by the Central, ProvmCial and State Gove t · · 'h. . rnmensm oonneot10n Wit the,z food distribution soh d 
f rth t t . . . 

1 
. ames an u er cons rue 10n 1s atll m progress Th te t f 

d d .. • eexno 
go own accommo at10n available and under construction 
may be judged from the following figures given in the 
"Vood Statistics of India", (Statement Jlo, CVI )c · 



Statement showing storage accommodation available 
and under construction in various Provinces 

and States (in '000 tons). 

Provincef8tau. 

P&o·VINoEs. 
Assam 
Bengal 
Bihar 
Bombay 
C. P. & Berar 
Madras 
N. W. F. P. 
Orissa 
Punjab 
Sind ..• .. 
U. P. 

Storage accommodation 
available, including 
both Government o,wned 
godowns and those 

leased from private 
persons. 

Bulk. Bag. 
9 28 

954 .. 45 
I60 743 

90 .. 27 
42 42 
90 .. 9I 
74 253 

Storage 
accommoda­
tion under 

construction. 

Bag. 
10 

315 

93 
71 
43 

17 
100 
56 
,. 

Total Provinces 375 2,273 705 

CENTRALLY ADMINISTERED AREAS. 

Ajmer-Merwara I 2 
Baluchistan 2 
Coorg. I I 
Delhi 15 IO 

Tot~tl Centrally 
Administered Areas 1 19 I2 

STATES. 

Baroda 10 
Cochin 39 9 
Hyderabad ... I99 
Ram pur 7 
Tra.vanoore •• .. 53 85 23 
c. I. States •• .. ·~ 

16 6 
Deccan States 8 15 ... 
Eastern States .. 12 

.Gujrat States ... - 8 11 ... 



Ka~hmir 
Khairpur 
Rajputana 
W. I. States 

• 
Total States 

GRAND ToT..t.L 

.. 
16 

13 
26 

140 

516 

I 
30 

158 
------
562 44 
------

2,854 761 

The information is not complctP and w~ uml~rstand 
that the Central Food Department are engageu m col­
lecting mor~ detailed information regarding the storage. 
accommodation now availabll' .. For the purpose of our 
estimates, the existing storage faciliti~:s may well be 
ignored because they are inadequate to moet the present 
require~ents of the trade itself aud Governmeut will in 
any case have to pay fo: utilising such _private accom­
modation as may .be available. In the 01rcnmstances we 
have thought it best to base · our estimates on the basis 
of constructing entirely new godowns · for the reserve 
stocks to be kept. by Government. 

' 195. It is necessary to first split up the required accom-
modation of 2.00 million tons according to the proportion 
in which bulk and bag storage respectively will have to 
be arranged for. On the basis of the proportion in 

'which grains are at present stored in Government god owns, 
it appears that·the proportion of grain under bulk storage 
to graiu under bag ~torage is .in the ratio of roughly 
.15 : 85. It is difficult to say whether the same ratio 
w~I_persist in the future, but a,;sumiug that it does, 0.30 
nulliou tons of bulk storago, and I. 70 millions of bag 
storage, will have to be provided for. 

196. 1'he cost of constructing these godowns may now 
be estimated on the basis of the recommendations made 
by Dr. F. P. Coyne in his' Pr·inciples of Cereal Storage'. 
For bulk storage he recommends tJ1e construction of godowns 
-Qf~h~ type built at ShamJi in tho U.P. by private enter· 
pr1se 111 1944, but with additional bottom spouts. These 
are expected to have a capacity of 1,000 mannds ( =36. 7 
tons) and the cost of construction is put at Rs. 1/4/- per 
ruaund of storage space, i.e. Rs. 1,250/- per godown. Since 
;~e godowns are expected to be roughly 10 feet in height, 
t e ground ar:a will be of ~he order of 120 sq. ft. and te cost of site and Ievellmg may be taken roughlY: at 
11 out Rs. 6 per godown. With regard to accommodatiOn 
for b~tg storage, Dr. Coyne estimates the cost of cons­
tructiOn of god owns for holding about 267 tons a.t between 
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Rs. 6,000 anu Rs. 10,000. -We have taken Rs; 8,000/· 
per godown as the average cost. The cost of site and 
levelling in respcct_of each of these godowns may be put 
at R~. 110/· • Usmg_ these figures, the fixed capital 
requll'ed for constructiOn of godowns may be estimated as 
follows:- -

Cost of construction of- go downs for holding 
reserve stocks -

Quantity Oost of 
Coatofcon1 

·of reserve Capacity 
~o. of conatruo. 

truotion of • 
stock a per godowns· tion per 

required 
god own No. of JO• (Million (tons) required. go down downs (Ra toni), (Rs). crores). 

Bulk storage 0.30 36.7 8,174 1,256 1.027 

Bag storage 1.70 267.0 6,367 8,110 5.164 

The total cost of construction of godowns will 
therefore be Rs. 1.027 plus 5.164=Rs. 6.191 Cl'Ores, or 
about Rs. 6.2 erores. 

1117. The above figure of Rs. 6.2 m·ores 1·eprescnts 
only a tentative estimate of the fixed capital that may be 
necessary. In actual practice the a_mount required may 
bo lees because in many cases the State may not construct 
ita own godowns but might otherwise subsidise such 
construction or obtain private godowns on lease on more­
favourable terms. On the other hand, it must be re­
membered that the figure of It million tons of reserve 
stocks which we hn ve taken for our calculations is in the 
opinion of some of us on the low side. Further, we under-­
stand that there -is a difference of opinion- amongst 
technic»l experts relating to the estimates of cost put 
forward by Dr. Coyne, and that they are considered by 
some experts to bo under-estimates. The figure ofRs. 6.2 
crores may 'therefore be taken as a very tentative estimate 
which may have to be considerably modified after 
detailed technical investigations are made. 

198. The working capital necessary for the purchase 
of the reserve stocks will depend upon the stocks of each 
grain in the reserve and the prices of the different grains. 
We may usume for our purpose that the reserve stocks 
are split up into the different grains in the proportions of 
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the respective modal values of th?ir productio~ and that 
the prices in the c&ses of whee.t, JOWar and ba]ra are t~e 
pres;,nt minimum prices fixed by the Gov:ernment. vtz. 
Re. 7-8-0, Rs. 5-4-0, Rs. 5-12-0 per maund respectively, 
and in the case of rice, for which no all-India mini~ urn price 
has been fixed, Rs. 8·-8-0 per maund, i.e. Re. 1-0-0 above 
the price for wheat. On this basis, the cost of reserve 
stocks will be as under :-

' 
Cost of Reserve Stocks. 

--·-·---------.. --. 
Quantity Cost per ton. Value 

Crop. of reserve of reserve 
stocks Rs. A, p, stocks. 

(million tons) (Rs, crores) 

Wheat 0.29 204 2 5 5.92 
Rice 0.95 272 3 7 21.98 
Jowar 0.18 142 14 5 2.57 
Bajra . 0.08 156 8 3 1.25 --

TOTA,L 1.60 31.72 
·-----

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

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

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

. 201. We feel th~t it should be possible to raise the 
fixed capital required at. a rate of interest which would 
~?nform rou~hly to toot on long-term Government Securi-
188· Durmg the last decade, this rate has varied 

betweel.i. 3!% and 2!%. If we tak<l 3% for our estimate, 
the annual charge on a fixed capital of Rs. 6.2 crores wi)l 
be Rs. 18.57 lakhs. 
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202. The interest on working capital may be calculated 
on the assumption that it may be possible to raise the 
funds at the treasury bill rate. The treasury bill rate 
has varied between !% to !%during the last three 
years. If!% is taken for our estimate, the annual charge 
on a working capital of Rs. 32 crores will amount to 
Rs. 16.00 lakhs. 

203. The depreciation charges on account of godowns 
maybecalculatedat 4% of the cost on the assumption that 
a godown will last for about 25 years; and the maintenance 
charges at 1% of the c.ost of c.onstruction. The annual 
charge against these two 1tems w~ll thus be 5% o?' the coat 
of construction of godowns which we .have esttmated at 
Rs. 6;2 crores, i.e. Rs. 30.95 lakhs. · · 

204. An average loss of between 2 and 3% m&y be 
expected on &ccount of loss in weight and damage by 
damp, weevil att~ck and vermin, .according to th~ Market­
ing Reports published by the Agncultural Marketmg Advi­
sor. If an allowance of 2!% on the total value of reserve 
stocks is made on this score, the annual charge against 
this item may ?e estimated at Rs. 80.00 lakhs. 

205. The cost of bag• for bag storage may be assumed 
to be Rs. -/8/- per bag of 2 maunds, which becomes 
unserviceable after' one year. ~his is slightly below the 
current market price of gunny bags. On this basis, the 
total annual charge on accou!J.t of 1.275 million tons of 
grain which we estimate may be stored· in bags, will 
amonnt to Rs. 86.76 Jakhs. 

206. We expect that the programme will be worked 
through the Provincial and State authorities who· will 
employ the normal trad~ channels for the purpose 
of purchase and sale operahons. The rates of commission 
which are being paid in some of the Provinces to 
purchasing agents at present are as nnder :-

Psrovin'Ce. 

Punjab. 
Sind. 
Bengal 
Assam. 

C.P. 
Bombay. 

Rates of 
Commission. 

9. 9 pies per md. 
ll anna per md. 

Percentage rate 
at Commission. 

0.52 
0.78 
1.00 

3 annas per md. for 
first 95,000 mds. l.llO 

0.63 1 anna per md. 
6 As. per bag of 182 
lbs, 1.70 
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(Rates of Commission · hav~ been taken from the 
Report ofthe Foodgr:1ins Policy Committee, 
pp. 57-60. Percentage rates ·have been worked 
out on the baais of a price of Rs. 10/- per 
maund which was roughly· the price prevailing 
in 1943). 

It would appear that I% on the value of grain 
handled would be . a fair remuneration for purchasing 
agents. Assuming · that reserve stocks of the value of 
Rs, 32 crores are turned over once every year on an average, 
the . total annual 9harge under this head may be 
estimated at Rs. 32 Iakhs. 

201: Since the programme is to be worked through 
normal trade channels on an agency ba"is, the on!}· 
staff that is necessary is on account of the central 
enforcement machinery. The expenses on account of 
such staff may be estimated roughly at Rs. 3 lakhs. 

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

llem, .J.nnual Expenditure. 
(Rs. lakhs) 

(i) Interest on fixed capital. 
(ii) Interest on working ;apital. 

18•57. 
. 16.00. 

(iii) Depreciation and maintenance of 
godowns. 

(iv).D<;>terioration of buffer stocks. 
(v) Cost of bags for bag storage. 

(vi) Agency Commission. 
(vii) Expenses. for staff. 

TOTAL. 

30.95. 
so,oo. 
86•76. 

32.00 
3.00. 

-----
267.28. 

The annual operating cost will thus be of the order 
of Rs. 2.67 crores. 

20" . 
. /· The aggregate modal production of these crop~ 18b 0 the order of 40 million tons and the total valu 
~?t':: Ra. 870 croree (valued at Rs. 8/- per maund). 
th 1 an a~nual operating cost of Rs. 2·67 crores, it is 
t us_ . po~s1hle to introduce a reasonable degree of 

8l abJ_hty In the production of crops worth Rs. 870 crores. 
n VIew of the security that it will provide in the live• 
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of the large mass of people . in the country whose 
fortunes are linked up with these orop1, the oo1t 
is &mall. 

!10. We wish to make it clear that the estimates of 
cost which we have worked out are only _tentative and 
relate to reserre stocks of only 1.5 million tons. In· 
times of depression however, · stocks of much greater 
magnitude may have to be purchased in order to make 
the minimum price effective and the cost of enforcement, 
may be considerably higher. In certain, circumstap.ces 
the enforcement programme mrty also involve losses to the 
State. It is however precisely against such contingencies 
that the cultivator needs protection, and we are strongly 
of opinion that the State should not then be deterred 
from enforcing its price policy by· purely financial 
oonsidorations, 
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CHAPTER VII. 

Price-Policy for Commercial Crops. 

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

21J. The price policy for commercial crops should be 
based on the general principles which we have o.Jready 
recommended. This implies that pmding detailed in­
vestigations into costs, fair prices for commercial 
crops should also be determined by a procedure which 
would ensure the maintenance of a parity between prices 
on the· one .hand and the costs of cultivation and the 
costs of living of the farmer on the other, the parity being 
determined by the relationship which prevailed in the 
selected base-period. The appropriate base-period would 
vary from crop to crop, since the price-cost relationship 
is not equally fair for all crops in a particular period of 
time. In the U.S.A., parity prices are calculated for a 
number of commercial crops including cotton,· tobacco 
and groundnuts and different base-periods are adopted 
for each. The Agricultural Adjustment Act. of 1933 
laid down that the base-period for calculating parity prices 
for tobacco should be August 1919-July 1929, whereas 
for all other commodities the base-period laid down was 
August 1909-July 1914. Subsequently, the base-period 
for flue-cured tobacco has been shifted to August 1934-
July 1939, · 

l!ll. The prices suggested by parity calculations 
should be suitably adjusted so as to fit in with the genera.! 
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policy of the State in regard- to domestic industry· and 
foreign trade. The methods of implementation·oLprice­
policy will also have to . take into ·account -the- trade 
_practices peculiar to ·each crop.' We therefore.-oonsider 
it a fruitful approach to study previo~s . attempts 
at the regulation of the pric~s of commercial ;crops-in 
this country, and to examine to what extent the existirig 
schemes are capable of improvement in the light of. past 
experience. For this purposo, we review the schemes- ()f 
regulation in respect of jute, cotton and sugarcane,_ allof 
which have been subject to price-fixatfon for some timt •. 

214. To take jute first, even as early il.s ·1932-33, ·the 
Government of Bengal had attempted to persuade tlie 
cultivators by propaganda.· to voluntarily restrict·. 'tire 
acreage under jute in order to meet the situation- created 
by the depression. · This voluntary O!'mpaign:' was ·.not 
how~ver much of a success, as may be seen from the fol­
lowing table given by Dr. Burn• in· his • Technologioa.l, 
Possibilities of ·Agricul~ural Development in -Indiil.', 

. (p. :as) : 

Season. 

1934"35. 
·1935-36. 
1936-37. 

"1937-38. 
1938-39. 
1939-40 .. 

Eztent !Jf voluntary reduction 
advised. by Government. 

nil. 
5/16th of·acreage in 1934-35. 
1f3rd of acreage in 1934-35. 

· 3/16th of acreag" in 1934-35. 
Same as in 1937-38. 
2/16th of acr6age in 1931·-38. 

. Acreage soti.m 
in Bengal. 

(' 000 BOrE 9) • 

2~348. 
1,918. 
2,251. 
2,209. 
2,522. 
2,550. 

The cultivators generally were i:riclinod· to sow'!n:6re 'thari 
tho acreage advised by Government. 

' 
.. lll5. '"With the "initbi-oak of the war, tho trade in juw 
products with France, Germany, Belgium, .Italy and other· 
European countries practically ceasotl, and this meant 
a loss of about 56% of the pre-war. export market for_ these 
coni~odit.ies. On the. other hand, m 1940, an o:~<cep­
tionally )arge crop of 13.2 million bales was ha.rvel'ted _ 
because cultivators grew aR much as possible in the· oxP,ect· 
a.tion that licensing legislation would be pl!.Ssed in tlie follo­
wing year and that the licorices would be based ·on the 
acreage ··sown in 1940. As n ·result, a slump in pr.icea was 
throatellE'd. For some- time, the Government of Bengal 
tried to support ._thE). -market• -bYr·o-pen,,rqarket pu-rl}hases, 
but later a.bandoned their plan when the Indian Jute 
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~lis Association agreed to a Reale of minimum ·huyin? 
pr1ce.s. In· December, 1940, a conforence wa• conveneil · 

··by ·the Government of India t.o devi<o wR.ys n.nd meBnR 
for avoiding a fall in jute prices, . .At this conforonce, 
the Association agreed to rocommond to its melnbers 
the adoption of a buying programme upto spocified 
quantities according to a fixed· time-table, P..nd any de­
ficiencies in their purchase• were to be made good by 
corresponding purchases by the Go...-ornment of Beng"l. 
In actual fact, though the purchases made under the pro-

. ·gramme fell short of the stipulated quantities, "'' fnrthor 
action was found :Uecessarv as tho announcement itsolf 
acted as a steadying inf!uon~e on the market and tho heavy 
buying by; middlertwn and dealers supported the priced. 
The mills '.who were first hesitant about the buying pro­
gramme found that they had made a profit as they had 
purchased their stocks at a prico which turned out to ba 
l.ow in the light of subsequent development•. 

· 216. These were however only temporary expedients 
:a.nd. it W!'S recognised that more drastic action wa:g re­
quired to rostoro the b.>lanco boh<W>n demand and supply. 
In 1940 therefore, the Jute Regulation Act ,-a,, enacted in' 
Bengal and it was followed by iho Bengal Raw Jute 
Taxation Act of 1941. Under tho lattm· Act "' r.m&ll 
cess was placed on jute . equivalent t.o hvo annns on 
every -maund of raw jute purchased by a mill or 
eent outside Bengal. The prooeeds of this cesR paid 
for the jute regulation staff who ·"'ere charg&d with 
the duty of issuing licencns for the cultivation of juto 
and of seeing that the acreage sown did not f'XCeed 
the maximum acroa.gr, p~rmitted undor'thA licenco. Tho 
'standard acreaga' unclor jute was declarnr! to be 5·,399,285 
acres. 01). the basis of an estimate of probable world 
demand, maximum acreage was to be fixed in advance 
of eacl~ season by the Government and a flat proportionat<> 
reductwn was to be applied to each individual growc.r'~ 
~creago. ~he following table compares the scroages 

. licensed With thoso actually sown :-

SeaBon. 

1941-42 
1942-43 
1943-44 
1944-45 
1945-46 

(Source: 

Bengal 
Acreage licensed. 

(000 acre8) 
1,634 
3,190 
2,559 
2,563 
2,547 

A ere age soVJn.· 
(000 acru), 

1,533 
2,704 
2,146 
1,694 
2,018 

Indian Centra.! Jute Conunitte~). 
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The actual acreage sown has generally been below the 
licensed acreage, as price factors have been relatively 
more favourable to rice. 

217. As a result of tho increased demand for jute. 
manufactures on the part of the U.K. and the U.S.A., 
coupled with the regulation of acreage, the prices of raw 
jute have shown a steady increase since the inception of 
the scheme as may be seen from the following table : · 

Harvest prices per maund of raw jute : 

1940-4.1 
1941-42 
1942-43 
1943-44 
1944-45 

Rs . .A..- Pa. 
5 6 4 
7 2 s. 

10 10 0 
11 14·0 
14 15 f 

. . . I 

(Sourcu: I.C.J.C. for 1940-41 to 1943-44. The· 
figure for 1944-45 has been worked ouf from 
harvest prices given .in the Indian Trade 
Jounra.l). 

218. Maximum and minimum prices of raw jute were 
fixed by tho Government·of India. from time to time, 
the la.~t notified prices ranging between Rs. 114/- per baie 
(Rs. 23-7-3 per maund) minimum a.nd Rs. 125/- per bale 
(Rs. 25-11-5 por maund) maximum for Dundee first and 
Rs. 72-15-0 per bale (Rs. 15-0-4 per maund) minimum 
J>nd Rs. 82-10-0 per bJ>lo (Rs. 16-15-9 per ma.und) 
maximum for white Jat Middles. Maximum prices of jute. 
goods wore also fixed . at appropriate levels. Tbe 
problem during the wa.r, broadly speaking, was regarded 
as that of preventing prices from going abbve the maxi• 
mum levels; Complaints were voiced; that maximum 
price'; wore not always effective in rospect of contracts 
entered into by foreign buyers who in the absence of price 
control in their own ·countries could afford to offer higher 
prices. A measure of control over such developments 
was however exercised by export allocations on a. pre­
war basis, first by the ·Combined Ra.w Material Board, 
and subsequently by the Government of India. Recently, 
the controls over the internal and export prices of jute 
have beon withdrawn a.nd a.t present, only quantitative 
eontrol of export remains coupled with an enhanced 
e-xport duty. 

219. We hope that the jute industry is alive to its 
po;t-war problems, a.ud that steps a1-e being ta.k~n to 
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plan the output of raw jute. The jute industry did n?.t. 
feature·'·ainongst the·•industries selected for enquiry by 
the> Panels' set up.:by the Planning·.and Development 
Department of the Government of India, but the· Indian 
Central Jute Committee has recommended a target of 10 
million bales per annum in the immediate post_-war period. 

220'.' With ·reg<>rd to cotton, the declaration. of ·war 
h~d at first a bullish, effect on the_ cotton market and 
upto '1941-42 the acreage increased in· spite of .the· ner­
vous feeling caused by the .loss of aome"European~llol"kets. 
The average price: obtained for cotton in the first two years 
of, th~ W'\1,: showed an increas~ as compared wi.th 1937~38 
arid' '193it'll9. The mill consumptiOJ1 of Indian cotton 
also shm!,e<f an upward trend. The position deteriqrated 
h!Jwe_ver ip 1941-42 when the Far Ji:as~orn markets were 
!~s: a~ ,. i;esult of the entry of Japan into the war. The 
cottol) crop for 1941-42 was unusually large, bemg esti­
mated at· 6.13 million bales as compared with 6.08 million 
bales in 1940-41 and 4.91 million bales in ·1939-40. To 
meet the situation the Indian Centr&l ·Cotton don:imittee 
appealed to all Provincial Governments and States to . I 
reduce the acreage under short sta. pie cotton by at least 
half, 

221. During 1942-43, the position of cotton. under· 
w-enj; a change for the better. The ' Grow More Food ' 
campaign was meeting with a.n increasing measure of 
success, ~n<j. the ar,ea under cotton was reduced· by 22 
per cent and the yield of cotton wa.s 26 per cent less than. 
the. corresponding .figure for the preceding year. The 

· domestic .. mill industry also was expanding as a. result of 
~he.· wartime demand for piece-goods. These favourable 
Influences gradually raised the price of cottdn. The, 
quotation for the Indian Cotton Contract. (Jarilla) ros" 
from Rs. 318 on 31st of August, 1942, to Rs. 637 on the 
12.th of March, 1943, · 

Co 222. It ·~as against this ba.ckilround that the Cotton 
ntrol Policy of the Government was evolved. The 

G?v~rnment aimed at maintaining the price of cotton 
~thi~ stated floors . a.nd. ceilings for different varieties. 
p;0~.b~ ~otton (For:ward Contracts Current a.nd Options 
Cu 1 1t1on) Order, the . Cotton (Forward Contracts in 
t ";'~nt. Crops Prohibition) Orde~, a.nd the .amendments 
t 

0 
d ~se orders, forward trading in cotton wa.s confined 

0 e very contracts a_nd on Ma.y 21, 1943, the Govern­
ment announced the rates a.t which contracts remaining 
open were ·:to be liquidated.. For the , Jindian Co~tml 
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Contracts in the Bombay Market, the rate at which the 
contraets were to be liquidated was fixeu B.t Rs, '568/­
for July delivery, but Government made it known. that 
tho fair prico for the samo quality would be Rs. 550/­
and advised the mills not to pay more than that price, 
Fair prices for other qualities were also ·indicated, rang­
ing form Rs. 315/- per .candy for Bengals to Rs. ,760/- . 
for Combodn• and PunJab AmeriCan 289. F. As theso 
regulations led to satisfactory results, in October, 1943, 
the Government of India excluded the Indian Cotton 
Contract from the Cotton (Forward Contracts and 
Options Prohibition) Order, 1943, and permitted -the re­
opening of tradmg in cotton futures in the market of the 
East India. Cotton. Association, Bombay. 

223; The ' ceiling and floor prices ' have bllen modified 
from time to time, and for the 1945-46 season stood at 

. Rs. 530/- an<). Rs .. ~50/- respectively, per candy for Jarilla.­
Cotton. The floor prices were fixed at a level designed 
to induce the cultivator to reduce the area under cotton 
in favour of food crops. In response to representations 
that this floor was unre'!lunerative to the growers, .the 
floor has recently been ratsed to Rs. 430/-. · 

224. It may be noted that Government have under­
taken to buy cott~n whe~e:ver prices showed a tendency 
to. fall below the flXcd mtmmum prices. Durmg March­
April, 1944, cotton prices declined precipitately up-country, 
particularly in the Broach district. Although the Indian 
Cotton contract in the Bombay Futures Market had not 
reached the floor levol, Govetnment intervened imme­
diately in the market in Broach district, and purchased· . 

. cotton on their own account. Later in April, when the 
Indian Cotton control touched Rs. 418/· May delivery, 
Government purchased Jarilla l" staple in Bombay 
and in up-country centres on the basis of ~s. 410 per 
candy ex-godown Bombay, American seed styles in. 
Sind and Punjab and Hubli-Jayawant in the Compta 
District. In June, 1944, when the I.C.C. July delivery 
fell toRs. 400/-. Go"':ernment purchased all varieties of cotton 
tenderable against the contract at rates based .on· the 
tendermg · dtfferences ftxed by the ·East India Cotton 
Association for May delivery. · 

225. Owing to variations in outturn of lint from 
kapas, and variation in the quality of that lint, it was not 
found possible to purchase ka pas ( seed cotton ). 
Only full-pressed bales were purohas~d. The purchases 
were carried out through 18 agents m Bombay and 21 
aients in Karachi, subject to adjudication on the quality 



by ad hoc cominittees in both centres. Governmi.mt until 
the end of 1945 sold only suuh varieties as were in short 
supply. In Decem bur, 1944, Broach Cotton was in short 
supply and Government began sellmg their holdings 
of Broach Cotton to the mills and these sales con t.inuod 
during January and February, 1945.. Towards tho end 

· of 1945, the reduction in cotton· production began to 
a.ffeet supply to the mills am! Government defined t.f~<,ir 
selling policy, as follows ·:-

(i) Sales were to be made only in a manner which 
was compatible with the Government's price 
policy, and · 

(U) sales were to be made as opportunity occurfd, 
~o liquidate the Government's stocks of 
raw cotton. 

Iri other words, Government would always be willing to· 
meet a demand but would not force cotton on an un· 
willing market. 

/ 

· 226. The measures generally taken to reduce the 
a_c~eage under short-sta pie cotton consisted of sub· 
sidies to cultivators for diverting land from sh?rt• 
staple cotton to food crops, and the curtailme';lt of l~t••. · 
gat1on facilities for cotton. In some ProVIn<;~s lik<­
Madraa, cultiv •tors wilre required to plant a c€rtam num­
ber of rows of food crops for a given number of r~ws of 
'Cotton. In Bombay Government laid down a maximum 
proportionate limit to tho acrnago undor cotton; Thete 
was n~ statutory regula-tion of acreage for cotton, ns for 
Jute ·In BengPI, but the· I.C.C.C. recommended an nll· 
India target acreage of 16.2 million _acres fm 1945-46, 
and 14.4 million am;<s for 1946-47. 

· 227. Besides price-regulation and reduction of acr<age, 
Government also resorted to regulation of exports of 
bot~ raw cotton and cotton -cloth by allotting quotas. 
Durmg the 1945-46 season an overall limit of 800,000 
bales was s.-t to oxports of ;aw cotton and when in May, . 
1946, this figurE was. reached ·furtho; exports wore pro­
hibitod. Recently, the export of cotton stapling 11/16• 
and over was prohibited, and a limit of 200,000 bales was 
set to exports during tho first four months of the 1946-4 7 
season, apart from the export of 3 lakh,; bales to Japau, 

228. Tho post-war plan for tho cott.on industry re· 
.commended by tho Cotton Toxtiles Panel .;ot up by the· 
Planning and Development Department- of tho Gov~rn­
ment of India on visages the expansion of the cun-oo t 
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mill proauction o'f 4,800 million yards per annum to 
6,500 million yards pPr annum in the future, i.e. an in­
r.t ease of a bout 34%. This will call for a corresponding 
increaae in raw cotton production. 

229 With respect to sugarcane, the Sugarcane Act 
was passed by the Central Government in 1934, empower­
ing local Governments to prescribe minimum prices 
for caul) intended for use in sugar factories and to control 
the a.otivities of various intermediaries so that a subs- . 
tantml portion of the price pai<l. by the factories may 
reach the grower. The U.P. and Bihar Governments 
utilized these powers and from 1934-35 to 1936-37, cane 
prices in these provinces were linked to sugar prices by 
a sliding-scale system, the percentage share of the cul­
tivatur in the price of sugar decreasing with increase 
in tho vn.J.ue of t.he latter. In Marcl;l, -1937, .there was 
a bumpt.r crop and consequently sugar prices decliri.ed and 
it 'beca-me uneconomic for the factories ·to crush cane at 
the prescribed minimum prices. To tide over the situs­

-tion, the sliding scale system was abandoned, and the rules_ 
were relaxed in favour of factories which bought their 
cane from out-stations. For the 1937-38 season non- · 
varying minimum prices of 61 As. per_ maund fo~ ca.ne 
delivered at factory ga.tea and 6 AS. for eane deliYered at 
out-stations wore fixed. During the next year, a schedule 
of minimum prices varying inversely with the distance of 
tho 8ourco of •upply from the factory was prescribed._- · 

230. In 1938, the U.P. and Bihar Govornments assumed 
more effective contrq! over the induatry through their 
Sugar Factories (Con~rol). Acts. These included pro­
visions for the folloWlllg <-

.(i) Prohibition of the erec~ion of 1!-e~ suga,. · 
· factories or. of the extenswn of extstmg fa9~ 

tories except by licence; . 
(ii) establishment of a Sugar Control Board; 

_(iii) reservation of can~ areas; 
(iv) fixation of cone prices; . . 
(v) regulation of output of factori~s; and 

._(vi) imposition of a cess on sugarcane. 

231. . The .proVision· regarding ·licensing· of ~ew fac• 
t ries and- extension of existing ones also provrded for 

0 
!llpulsory membership of the Indian Sugar Syndi­

c~te. The Syndicate WPS .originally forme~ in 1936-37 
0 hen sugar prices we:~ falh'?g to uneconomic levels !'nd 
~ had be1ped to sta.bihse pr1oes. · It was now reoogwsed . . 

' 
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8s the soia orgaiJ.isation for the sale of all sugar produced 
in· the two Provinces and initially was given a. free hand 
In "the ina.rketing of sugar and in the fixation of sugar 
prices. The provisions regarding licensing also included 
a. clause fixing the quantity of sugar that could be manu­
fa-ctured by the factory-during the period of the licence, 
which ·covered· one crushing season .. 

·232.. A Joint Sugar Control Board was set up to ad­
vise the Governments roga.rding the administration or 
the Aots. The. provisions regarding the regulation ofoa.ne 
supplied to factories were a.dmini•tered by Cane Com­
missioners who were authorised to reserve areas for indi-

. vidual factories. Purchase of cane from a. factory's 
reserve a. rea. by ·another factory was made punish& ble 
under the Acts. Cane Cooperative Societies• were ·also 
organised ~o supervise the orderly marketing of ·.ca.nA 
and by •1938-39, the oane supplied by these Societ~es 
in the U.P. accounted for nearly half the total quantity 

_crushed by the factories in the Province, 

233. · The rilles ina.de under the Sugar Factories (Con­
trol) Act, 1938 ·by: the U.P. and Bihar G~vernnieiits 
required -tfi:e factories. to accept s.tl t~e qu.a.n.tity of ~a.~e 
offered up' to the · siirictioned crushmg, hm1t.. ~ .hm1t 
was a.lso · pl&ced· on the ainount which each md~v1dual 
producer· could require a failtory to acoep~, by stipul?t­
ing that cane growers and Cane-Growers Cooper~t1ve 
Sooieties in a· reser'Ved area were entitled to offer ·cane 
during' a. given season only up to the quantity produ~ed 
on one-third of the ·land suitable for sugarcane onltlV&-
tion out of their holdings. · 

. 234. · Iii spite· of these new powers, the· i938~39 season 
led to other complications. The crop was verr .poor, 
an~ the prices of both gur and sugar rose. The nuwmum 
pnces of ca.n:e for the season had been fixed on the assump­
tion that sugar prices would be about Rs. 9 per· ma.und. · 
W~en sugar prices touched Rs: 10/4/-, c&ne prices _re· 
ma.med out· of parity and it became ·more remun?rE>tive 
to turn to gur-msking. While a. maximum linut was 
placed by the rules made under the Aot of 1938 to ~he 
qua."J?-tities' of ca.ne·~hicb· the .. cultivator ;could <offor· for 
Ml~.: t_here·-w:as ·no rule' requiring him to offer' cane up to 
~ ·munmum quantity il.nd he was .free to· ·convert as· much 
of the cane into. gur as· he·· chose. ·The 'cane prices -had 
then· !><' be inc_reased by 1 to 11 As. per ma~J?-~· ; !his 
experience led·m 1939-40 to •a. revival·of tlie•alidiJig·· scale 

. t 
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system the scale now being more favourable to the cui-' 
tivator' when the prices rose. The result was that the 
cane was diverted from gur-making to the factories, and 
a.s they were not able to absorb the increased supply,, 
the minimum prices had to be reduced. 

235. Important amendments in the legislation rde­
ting to sugarcane in the U.P. and Bihar were made by the 
1940 Amending Act. This Act constituted a Sugar 
Commission which was to bo tho firial authority on all 
matters connected with the production, sale and prices 
of sugar subject of course to the final authority of Govern­
ment. The Act also provided for a deferred price for cane 
when the sugar price rosP above the basic hive!. 

236. The next year revealed a considerable increase 
in the area planted with cnno, an as it was anticipated 
that factories might _be swamped with cane uuless ,sale 
to them wss made less profitable, the sliding scale system 
w~s. abandon~d for a second time. A fixed non-yarying 
m1rumum pr10e _of cane was f1xed, although the price 
of sugar was ra~sed to Rs. 9-12-0 per maund. About 
the same time owing to the serious difficulties which 
the Indian Sugar Syndicate encountered in thl)' disposal 
of the sugar prpduced by the U.P, and Bihar Sugar Fac­
tories, the two Provincial Governments had to extend 
control over the interna.l workmg of the syndicate. 

237. Since 1942, ,the situation has been dominated 
by the sugar price control instituted by the Sugar Con­
troller for India, who exercises an overall control on 
the system outlined above. 1 Ther~ is no change in the 
method of enforcement of cane priCes, but the' prices of 
manufactured sugar and the movement of sugar are 
controlled on an all-India basis. The salient feature 
of the present system is the fixation of a uniform ex-. 
factory price ~or ~ugar of a specified quality. All fac­
tories situated m high cost areas are allowed special con­
cessions, such as the benefit of freight advantage in the 
price of sugar and subsidies on the prices of cane. The 
Indian Central Sugar Committee state in reply to our 
questionnaire that the freight advantage works out to 
Rs. 1/8/· per maund in respect of mills in the N.W.F.P. 
and Rs. -/12/- per maund in respect of mills in Bengal. 
The 8ystem has worked well on the whole, but complaints 
have bean voiced on some occasions that sugar prices Fero 
fixed at such lavels that the corresponding prices for cane 
were not sufficiently attractive to the cultivator in com­
parison with the prioea of food crops. It is noteworthy 
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that recently Government have also fixed gnr price.~ 
and have notified a wholo-salo price of Rs. 10/8/- pnr 
maund. 

238. The Post-War plan for·· the Sugar Industry, 
recommended by tho Sugar, 'Alcohol and Food Ym1:,t 
Panel set up by the Planning Department of tho Govern­
ment of India contemplates a target production of' 16 
lakh tons per annum as against the average annual produc­
tion of 12lr.kh tons during the period 1939-40 to 1944-45. 
This would call for a corresponding incroaso in the out.­
put of sugarca.no. 

239. This survey of the attempts ma.dn in the past 
til support the prices of commercial crops indicates tho 
factors which need to bo taken into account and tho 
dirocti'ons in which modifications may bo called for, whilo 
applying the genera.! principles ofpric~ policy recommend­
ed 1 y us to individua.l commercml crops. 

240. The target of production or a.creage should be 
on·• of the important factors to be considered in the fixa­
ti•:.n of pricos.' It should be fixed at a levol which will 
mCJot the dem.1nd for domestic consumption and exports. 
This will depend on factors such as the capacity of the 
IUa.nufa.oturing industry, the demand for the final products 
at home and abroad and the carry-over from the previous 
years. Exports will have to be planned with roference to 
the prices obtainable for them and the noed for earning 
f~reign exchange to pay for essential imports. In plan­
n.m~ the distribution of the production amongst the domes­
trc mdustrya.nrl theexportmarket, the· general policyshould 
?e to export manufactured and somi-manufa.ctured goods 
Ill preference to raw materials. These considerations 
~a.ve already boon taken into account to some extent 
1':' the course of the past regulation of prices of commer­
c~a.l crops. Sugarcane prices, for instance, ha.ve been so 
frxed as to in•luce the growers to sell sufficient cane to 
the sugar factories to enable thorn to maintain a speci­
flC output. In tho case of jute and cotton, a reduction 
of the existing production appears to have been aimed at 
rather than any specific target of production. We 
recommend tha.t in future, specific targets of acreage 
s~ould be decided after taking into acco 1 t the quanti­
ties. required for domestic industry and fo xport. Price·• 
po!Joy E~ould be oriented to secure the dosirod trends in 
productron and if possible approximately £o· atta.in the 
targets, · 
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241. In addition to tht. targets of prodnctionin res­
pect of each individual crop, rogard ,must also bo ho.d 
to the acreago under commercial crops in tho aggregato. 
Food and commercial crops are competitive to some ex­
tent and prices have to be so fixed as will bring about an 
appropriate distribution .of tho cultivated area between 
those two major categories of crops. In tho context of 
the presont difficult food situation, this implies the.t the 
prireH of commercw.l crops should not be so high as to 
oncournge !LilY diversion of hmd away from food crops. 
This consideration was very much to the fort: in the 
docisions of Government during the war regarding the 
relative prices of commercial crops and food crops. Jute 
and cotton inteTests have always complained that the pri­
ces of raw jute and raw cotton have been fixed at such low 
levels that diversion of acroago to food· crops was inevi­
table. It has been pointed out that the actual acreage 
sown to jute in Bengal has been consistently below the 
licensed acreage because the price factor has been 
favourable to paddy. A recent enquiry into the relative 
costs of production of jute and paddy carried out by the 
Economic Research Section of the Indian Central Jute 
Committee also supports this view. 'While the food 
emergency nocessitates all possible . measur€s for aug­
menting food supply in the short period, it has to be 
rea.lisod that the a.rea.. under commercial crops has a.l­
rtady undergone considerablereduction, and any furt.her 
reduction may have prejudicia.l effects on our domest1o 
industry and ·foreign trade. We recommend therefore. 
that as a. long term policy, food production. should .bo 
expanded by bringing new areas under cultivation and 
taking-· measures to increase the yield per acre, rather tbsn 
by diversion of acreage under commercisl crops, and thot 
tho ~elativo prices of food crops and commercial crops 
should be fixed at such levels that they will evoke tho 
desired targets of production. 

242. Another importaU:t fa~tor which noods to bo ta.kon 
into account is tho relationship between the prices of the 
primary raw materials and those of tho finished products 
manufactured therefrom. In Romo cases, particularly 
if tho tina! products are sold mainly in the internal mar­
ket and ·enjoy a certain degroo oi protoction against 
imported goods, the piicos ot raw mat.erials can be iixed 
first and those of the manufactured products adjusted 
accordingly. This is also possible in tho case of products 
intended for an t xport mark"t if the country enjoys a' 
monoply in such products, olthough ovon then limits aro 
sot by the competition offered by substitutes, It is noj; 
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however possible to follow this procedure, if the manu­
factured products have to face a competitive m~rkot. 
In such cases the prices of the raw materials will have 
to be fixed on the basis of the market prices of the manu­
factured products. The prices of commercial crops and. 
those of the_products manufactured therefrom are thu" 
connected in a two-way relationship, and prices can be 
fixed with reference to either end according to the dogroo 
of competition which the manuf!lctured product has to 
face. The procedure of first fixing the prices of r.-w 
materials and then adjusting the prices of manufactured 
products in accordance therewith has been applied in tho 
case of sugarcane in the _past. In the case of cotton, 
the prices of cloth have been fixed on the basis of what 

,the market will bear and tho prices of raw cotton have boon 
later adjusted to them. In the case of jute, the steady 
upward trend of demand during the war and the monoply 
position which Indin holds in this crop havo encouraged 
a tendency to first -fix the prices of manufactured goods 
and then adjust the prices of raw jute ncoordingly. -In 
fa.ot, the problem of raw jute prices has boon viewod 
mainly as one of securing for the cultivator a reasonable 
share in the prices of the manufactured products exported 
abroad. Each crop calls for special treatment m the 
light of its pecUliar circumstances and we recommend that 
these may be given due consideration in the fixation of 
prices. We wish to omphe.siso however, that care should 
be taken to seo that prices are not k!'pt at unduly low 
levels for any roason. 

243. The enforcement of price policy also will call for 
measures appropriat,o to tho cnse of each crop. Such 
fac~ors as the degree of perishability, the nature of the 
semi-manufactured product, the financing of the trade 
and the type of marketing organisation need to be 
examined catefully Lefore methods of enforcement ar<; 
decided upon. 

. 244.. In the case of perishable crops which call for 
tmm!'diato salo, statutory minimum prices enforced b_y 
G?vernment supervisiOn will alone be offecf.ivo. Th1s 
Will .mean ~hat. it will be an offence to pay the· growor 
a pnce. whiCh 1s lower than the price fixed. Sugarcane 
pnces _are r_egulated in. this way in the U.P. and Bihar. 
The prtoos fixed are enforced through an official machinery 
~eaded_ by. the Cano Commissioner, and orderly marketing 
18 ~ns~red through the Sugarcane Growers' Cooperative 
SoCJet10s. If statutory minimum prices are fixed for the 
raw product, the manufacturer will have to . be aJiowe d 
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an appropriate price for the finished product .. Since· 
it would bo unfair to saddle the manuf&cturer w1th the 
responsibility of taking over all tho quantity offered. t.o 
him at tho minimum price, it would be necessary to hm1t 
tho quantity of raw produce which tho manufacturer 
is obliged to buy. In the U.P. and Bihar, the prices of 
sugar also aro regulated in addition to the prices of cane 
nnd an upper limit is set to tho quantity of cane which 
each grower or Cooperative Soci"ty can sell to a. parti­
cular factory. The principle of regulation by statutory 
prices is C<'.pablo of application at the primary stage, 
only if a suitable official machinery is sot up to chock 
a buses. Since the maintenance of a. large inspecting staff 
is apt to be resented, we recommend that this method 
should bo sparingly used. · 

245, Another method of implementing price-policy is 
to undertake purchase and sale operations under the 
auspicies. of the State. In recent years, prices of baled 
cotton wero maintained between specified 'floors' and 
'ceilings' by undert"king operations of this type. In 
other words, tho method which we have recommended for 
food crops w&s applied to cotton, not at the primary stage, 
but at an intermediate, processed stage. ·Such operations 
however must be accompanied by measures which would 
ensure the.t tho cultivators, in their turn, are paid prices 
which are in conformity with those obt&ined by the sellers 
of tho processed products. The purchase and sale opera­
tions carried out by Government in ·respect of cotton 
have so far boen confim d mainly to Bombay and Karachi, 
except for a few occasions whon purchases were also made 
at certain up-country contros. The price policy of the 
Government has thus b<Jen effective only at a few centres 
and prices in other areas have remained out of alignment. 
Since the buying programme was restricted to purchases of 
the processed product, complaints have also been voiced 
that it benefited tho intermediari~s and speculators 
instead of the cultivators. We recommend theteforethat 
when purchase and sale operations are undertaken, they 
should be carried out at all the important market centres 
and adequate measures should be taken to ensure that 
their benefits reach down to the actual culti..,;ator. 

246, Instead of the State intervening directly in the 
market, it may be possible to induce the trade to create 
a marketing orge.nisation of its own which would purchase 
the raw produce from the cuitivators, hold stocks of the 
commodities at some appropriate stage in the process of 
marketing and soil from stocks in the market, so &9 to 
maint.ain prices within the 1ange fixed by the State. Tho 
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State could then supervise the activities of such a body 
and compensate it for any losses that it may suffer on 
account of the price policy of the State. This method 
has obvious possibilities, and we commend it for further 
consideration. 

2t7. The processing industries may also be required 
by legislation to hold stocks at a particular level in the 
interest of the price policy. Even if the stocks bo higher 
than what they are likely to hold on their own initiative, 
they should have no objection to falling in with such 
legislation, provided they are compensated fbr their extra 
cost in holding these stocks. This will however call for 
the appraisal of the 'normal' stocks held by industry 
which may lead to difficulties. The implications of this 
method should be examined further. 

248. The price-policy needs to be supported in certain 
cases by methods of quantitatiye re~~tion While 
the fixation of prices may sucoeed m attanung the targets 
of production, it may not by .itself bring about the desired 
allocation of production between the home and foreign 
markets. Quantitative control would then be a valuable 
aid. Such controls havt> been widely used by Government 
during the war, and are still in operation. In the case of 
raw cotton, there is a definite policy oflaying down export 

. quotas in respect of specified varieties. In the case of 
·sugar, steps have been taken on certain occasions to assure 
each factory of a regular supply of the raw material, e. fl• 
by prohibiting the manufacture of gur in tho reserved 
areas. Exports of cotton and jute m'l.nufactures and of · 
sugar are· controlled by means of licensing and quotas. 
:We recommend that quantitative regulation of domestic 
Industry and forEign trade should be continued in order 
to reinforce price-policy. 

2t9. The regulation of acreage is also of great import­
ance. The three crops reviewed by us have all been subject 
to some measure of crop regulation in the past. The control 
of acreage has been enforced in Bengal in tho case of jute 
~hrough a licensing system which limits tho acreage under 
]Ute of each individual grower. There has been no such 
close regulation of acreage in tho case of cotton but stops 
have been taken to generally discourage the cultivation 
of sho_rt-staple cotton, and tho Indian Central Cotton 
Committee has been recommending acreage targets, In 
tho case of sugarcane, although its acroago is not subjoct :o ovorall regulation, t.he reservation of cane areas doos 
In faot limit the acreage from which a given sugar factory 
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can draw its supplies, since though it can still buy from 
non-reserved aroas it cannot buy from tbe areas reserved 
for other factories. In view of this experiencE>, we recom­
mend that the regul1\tion of acreage should be used as 
a 1'ese1·ve power whon regulation of prices alone is not 
offective. Through regulation of acreage, supplies can be 
rMtrictod or expanded at the source in accordance with 
the requirements of domestic industry and export. 

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

Price-Polic!l for Anima! H-uabd!ndry Products. 

:151. Theo production of animal husbandry products 
like milk, eglls and fish is relatively more deficient to tho 
requirements of tho population than.agricultural products. 
It is estimated in the I. C. A. R. Memorandum that while 
cereals and ~ulses need to be i~1creased by 10 and 20 per 
cent, respec~voly, tho productwn of milk, eggs and fish, 
needs to be mcreased by 300"/o each, if a balanced diet is 
to be provided. If the necessary expansion in production 
is to be brought about, it is essential that animal husbandry 
should be established on a remunerative basis and that 
the prices of these products should be supported at a level 
which will induce tlie producers to expand their out~t. 

252. We feel it would be convenient if wo were to first 
survey tho position in respect of particular products such 
as milk, fish and eggs, so that it 111ay enabl6 us to formula to 
general principles of prioe policy applicable to animal 
husbandry products as a whole. These products are 
protective foods and hence are of vital significance to the 
dietary of the population. .They are also utilized to somo 
extent in the processing industries and create problems 
in a way similar to commercial crops. Their distinctive 
charact<Jristic, however, is their extreme perishability 
which profoundly infloenoos the price-policy evolved for 
such products. 

253. To take milk first, it is generally accepted that 
milk production in India is not sufficient to meet tho 
minimum nutritional requirements of the population . 

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

261. The low per capita consumption of milk is to be 
attributed not only to the low level of production but 
also to the high price at which milk is marketed. The price 
of milk at present ia beyond the means of the ordinarY 
con3umer,the price in Ca.loutta a.ndBombay being aotually 
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higher than that in England. The price i• high 
hciwevar nat be"o.use the producer makes an undue profit, 
but because with the small unit of production the costs 
of production are high. The spreo.d bot ween the producer's 
price and the consumer's price is also unduly large because 
of the high costs of transport and distribution and it is 
estimated that the producer gets only 67% of the price 
paid by the consumer. A large part of tho milk produced 
has to be consumed locally due to the lack of sufficient 
facilities for transport. Since fermentation starts rapidly 
under Indian conditions and milk cannot be kept in a 
raw state for longer than 5 to 6 hours, only 27% of the 
milk produced is consumed in fluid form while the remain­
der has to be converted into milk produ~ts, mainly ghee, 

255, The problem ts two-fold. Firstly, it is 
necessary to take measures to increase production. The 
care of cattle including better breeding, hotter feeding and 
control of disease, will in the long run reduce the costs 
of production per unit. and expand production. This 
may be best secured by the establishment ot dsiry farms 
under propor standards of management and hygenio 
control. The guarantee of an assured merket for fluid 
:rtilk at n. price which will provid• the producer a higher 
tncome ·than what he gets at present by converting !1is 
milk into ghoo will be another and tho most effective 
incentive to production. Socondly, ste~s must. bo taken 
to provide re.pid and rofrigerated transport from the 
a.ress of production to, the centres of consumption, so _ns 
to reduce wastage aud keop down tho cost of tmnspqrt, 
to make azrangoments fer processing · whore necassary 
and to reorganise the machinery of distribution. 

256, The problems of milk and milk products call 
therefore for the setting up of two difforent typos of mflchi­
nery, ono, for securing an increase in product.ion fl.nd tho· 
other, for regulating transport, procesRing 3.nd <listribution. 
Tho two orgu.ni~ations should work in closo ro·op0rr.tion 
with each other so as to secure for the producer a remunera­
tive price and make milk availo,ble to tho consumer at a 
price within his means . 

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



:i'or efficient procurement and distribution. The first 
body is to be a limited liability company, a majority of 
its shares being held by Government and tho rest by tho 
public. The dairy corporation is required to _establis~ •. as 
quickly as possible, farms· capable of producmg spemf~ed 
minimum quantities of milk per day. The entire quant1ty 
of milk produced by the corporation is to be taken over 
by the ma.rketing board, which will ·be appointed by 
Governmeljt and financed mainly by grants-in-aid from 
Government, and partly by fees and funds levied in con­
ntlction with licences, etc. The board is to he the only 
wholesale distributor of milk in Bombay. It will draw its 
supplies from the production of the dairy corporBtion, the 
creameries in the suburl~s, an!l the dairy farms estab­
lished by other .bodies, and pay a remunerative price to 
the producers.· Within the limits of Bombay city, the 
board -will be empowered to set up processing centres 
where the milk obtained from different sources will be 
tested, and if necessary, put in cold-storage before distri­
bution. Distribution in the city is to be handled by the 
board through its own retail shops or kiosks or by dealers 
licensed by the board. The board will encourage the 
organisation of producers into co-operative societies and 
&et. up in the producing centres machinery for manufac­
turmg powdered milk, so as-to cope with seasonal over­
production and difficulties of transport. The provisions 
relating to the determination of prices are not clearly 
&tated in the Bo.mbay scheme but they are Pl;'esumably 
left for negotiation later between tho markotmg board 
a.nd the producers. 

258. The Bombay scheme thus incorporates tho fea­
tures of (a) monopoly distribution within a small Rre&, 
(b) control over a Rubstantial proportion of the total 
supplies, and (c) the establishment of facilities for proces­
sing surplus produce. We recommend that schemes on 
similar lines may be undortaken fo1· all predominantly 
urban areas. 

259. . Evan though. meaAttres are taken to increase 
Pr<;>d:nctlOn and to ensure efficient distribution, it is t-he 
Oplru?n of experts that the plioe of milk will continue to' 
rem~m at a level which will be beyond the maans of 
~ow-~ncome conAumern. \Ve recommend, therefore, th~t 
In v1ow of the vital importance of milk aA a protective 
food, the State should sub~idize the •ale of milk to the 
vuln?I"able classes of the population. The distribution 
of m1lk to chil<lren under two years of age and to expectant 
mother~ at half the m~rkot-ratos is ulroady in force in 
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Bombay city and the scheme is operated through a aystem 
of milk ration cards which entitle the holder to a maximum 
of 8 oz. per day. It should be possible to operate similar 
sch~ mas all over the country a.nd extend the benefita to· 
'children of school-going a.ge a.nd to the sick. Apart from 
~he beneficial effects tha.t such schemes will ha.ve on the 
health of the people, the subsidisation of milk will create an 
assured demand for a part of the supply a.nd exuoise a 
stabilizing influence on the market, 

260, The tota.l a.nnua.l production of fish was estima.ted 
in the Report on the Marketing of Fish of the Agricultural 
Marketing Department {1941) at 659,000 tons, &·bout one­
third being fresh water fish and the remainder sea-fish. On 
a per capita basis this amounts to 3 to 4 lbs. per annum i.e. 
less than 0.2 oz. daily. On the other hand, according to 
nutrition ?xperta, the desirable intake-by fish-eaters who 
consume little milk or meat is· 2 to 4 oz. daily. In most 

. pa.r~s of the ?ountry there is no prejudice against fish as a.n · 
artwle of d1et a.nd there is consider& ble room for increase 
in its I?roduction. The Fish Sub~Committee of the Policy 
Cor;nmtttee on Agriculture, Forestry a.nd Fisheries has. 
esttma.ted tha.t fish production should be increased at 
lea.at 10 to 11 times of its present figure . 

. · 261, At present the retail prices of fish a.re fairly high 
but even so the fishermen's share threin is hardly 40% in 
most cases. Since fish are a. highly perishable commodity, 
the fishermen are unable to hold out for a higher prico 

. a.nd hasten to get it off their bands a.s quickly as possibl£. 
As the I. C. A. R. Memorandum points out, the problem 
is not so much that of catching fish a.s of gutting them 
while in transit and conveying them as quickly as possible 
to ports where they can be kept in cold storage pending 
consumption. Even at consuming centres, chilled room 
facilities are practically confined only to :j3ombay and 
fish are not stored for more than 24 hours. In the circums­
tances, the fisherman has either to market the fish as 
dried fish, or accept the best terms he can get from the 
middleman. Moreover, the constant . borro:wings by 
fishermen from moneylenders and their obligations to the 
owners of boats and nets weaken their bargaining position 
and enable the middlemen to purchase the catchts at 
prices much below the prevailing market rates. In some 
cases, as in Bombay, middlemen enter into annual cont1acts 
with fishermen to buy the catch at agreed prices irrespec­
tive of the fluctuations in market prices. In respect to 
their sales, the middlemen often form a ring and charge a 
price based On What th& COn&umer caD afford to pay,• 
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Fish have been known to have been thrown b11.ok into tho 
•ea if the catch was too large 11.nd likely to lower prices 
and roduco tho profit.s of the middlornen. Owing to 
these conditions, the position of fish3rmon is extremely 
precarious and they have little incentive to increa.se the 
catch. 

262, The main difficulty in tho case of fish is thu~ one 
of orga.niz11.tion and 1t can be best solvod by tho organisa­
tion of Fishermens' Co-operative Socioties. According to 
the Report on tho Marketing of Fish of the Agricultural 
Marketing Adviser, thoro are in a.ll about 200 Fishermen's 
Co-operative Societies in India. These societies finance 
their m~mbers, sometimes assist them in the sale of fish 
and only in very few cases, undertake the assemblage 
and distribution of the members' catches. They have 
not therefore been able to ameliorate the condition of 
fishermen to any significant extent. The societies in order· 
to function effectively should supply boats and tecklo 
Bnd other accessories to members mrd should assist them 
in ma-rketing their catches at more f11vourablo mtes. There 
are e.t present only silr·societies in South C11.nara and Mala­
bar, one in Orissa, one in Karachi and two in Bongal which 
are carrying on work on impwvcd lines. We therefore 
strongly endorse the recommendation of the Fish Sub­
Comntittee that aotion should be taken to prepare B general 
plan for establishing Flshormens' Co-operative Societies 
throughout tho country. 

263. Pending the establishment of such societies, it 
m~y bo necessary to fix at eBch centre tho minimum 
pnce th~t should be paid to the fisherman and the maxi­
m'_lm pr~cet.hat may be charged by the retailer. Fisherman's 
pn~es Will have to be fixed for different types offish on the 
bas1s of the retail prices in tho nearby markets, after making 
due allowance for cost of transport, wastage, etc. With 
t~e a.doptio~ of modern methods of ca. tching fish and 
Wlt?.t?e development of refrigerated transport and better 
fac1l~ties for processing, it should be possible to add to 
the mcome of the fishermen and at tho same time reduce 
the cost to the consumers. 

. 264: Tho total not annual production of eggs in India, 
IS estnnatod at 3328 orores in tho Roport on the Market­
mg ?f l<'ggs ( 1938) of the Agricultural Marketing 
..1dvJsor. The per capita consumption varies f1·om 21.6 
oggs P?r annum in Travancoro, whore the productio~ 
of eggs Js brgost, to Ie,sthan ona ogg por annum m Ra.J­

·putana and the Western India. States, which are areas 
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of sparse production. For tho entire population, the 
ptr capita consumption works at 8 oggs por annum but 
since " large sectio.n of tho popul~>tiou aro vegot.~ri~>n, it. 
may be about 27 eggs por ~>u,num; for the egg-eating 
section. 

265. Tho retail price of eggs before the War varied 
botwcon 6 and 9 annas por dozen in most urban Gentres, 
bllt it has now rison to ·Rs. 1-8-0 to Rs. 2-0-0 per dozen. 
Tho result is that eggs ~>re practically unobtainable for the 
bulk of tho population. But considering the cost of 
collo~tion. ~>nd tho wastage involved in breakages and 
doterwratwn, the spread between the producer's and 
consumet 's p~ic~s which averages about 44% for. the 
whole of IndtP m the coso of hen eggs is not unduly 
largo. Eggs do not keep for longer than a week to ton 
days and there a.r? hardly any facilities for rofrigo11•ted 
storage. There exi"t a few commercial cold stores where 
small quantities o~ eggs may bo stored for & few days, 
but those are confmcd to Kal9chi, Bombay, Hydera.ba.d, 
:Madras and Calcutta. 

266. In t~e c~se of eggs ~gain, the _Problem is mainly 
ono of orgamzatwn. The pivotal posttion in assembling 
and distribution is bold by egg-collectors who go round 
tho villages and buy up tho eggs from the primary 
producers. It is reported that there is .generally a keen 
ccmpetition between _collectors opera~ing in _particular 
areas which operates m favour of a higher priCe for the 
producers. It is only when tho egg-collectors do not col­
lect the eggs at regular intervals that the producers suffer. · 

267. There are two ways in which improvements in 
organisation can be effoctcd so as to assure a romuner~>­
tive price to the producer. One method would be for 
Government to license th~ egg-collectors a~Q. re9-uire them, 
as a condition of the hcencc, to pay fmr prtcos to tho 
producors and charge fair prices from the consumers. A 

cbemo on those lines is in operation in 'Bansda State 
{au·erat) and has been described in the Report of the 
A lcu!tu'r~l :Marketing Department on the Marketing 
ofgrEggs. In this State, the sol? right of collecting· eggs 
f export is 8 uctioned and ass1gned to only one party. 
T~ licensee bas to purchase at 8 fixed pl'ice all the good 

0 
tbat the producers may have to soU, the price of 

egg~ba.se being announced at tho time of the auction. 
~~: producers are free to sell eggs directly to individual 

0 
nsumers but for trade purposes they can sell only 

t~ the lic~nseo or his agent. The other method ie to 



establish co-operative egg production ·and marketing 
societies. Better laying birds may be supplied to these 

· societies, so th1.t the number of eggs produced may 
increase. The societies· may slso arrange to collect their 
eggs and send them to the nearest town fo_r retail "?lo. 
In this case, it may not be necessr..ry to fiX the pncos 
a.t which eggs may be bought snd sold. We recommend 
that both these methods may be triod out, and adapted 
to local conditions. 

268: As a result of our survey, certain fea.tUIOB 
appear to be common to animal husbandry products ss 
a. whole. Fil'stly, their production needs to be expanded 
to a. considerable extent in order to meet tho nutritionl\l 
demands of the population. Secondly, the· perishabl6 
nature of the produce and tho lack of suitable facilities 
for transport result in the localisation of tho markQts and 
in wide variations in the prices in different areas. There 
is no such thing as an integrated all-India price or even 
an all-province ptice for these products. Thirdly, there 
is wide disparity between the prices received by the pro­
ducer and the prices paid by the. consumer. Finally, 
the prices at which the products can be made a voila ble 
to th< consumer are normally beyond their means. Any 
propos&ls for improvement must provide a. solut.ion for 
these problems. 

269. ·In this context, a price policy must concern 
itself with assuring a price which will provide an incen­
tive to the producer to increase his production. At the 
same time every effort must be made to provide nect-ssary 
facilities, improve the system of marketing and reduce tho 
costs of production, transport and distribution in order 
to enable the produce to be sold over as wide a market 
at as low a. price as possible. If in spite of this, certain 
cla.sse~ of consumers find the price beyond their means, 
~upplies should be made available to them on a subsidised 
:t as~. The implementation of these principles will call 
or Improvement in the organization of the production 

;.nd ';llarketing of these products. The machinery for the 
-~~at10n and enforcement of prices will have to be con­
. Ituted on a local basis because of the wide differenc('s 
In conditions in different areas. 

no n · · 
for th~ d e pa_nty_approach which we have recommended 

eter'?matJOn of prices in tho caso of food crops 
a~d commer~Ia-1 crops is not suit-able for animal husbandry 
P!Oducts. Hmco markets !Ire extreme] 1 l' d d wt'do "'i · 't' · · 1 I Y oca Ise an 
" spar1 1es m pr10e evols persist, it wil,l be undesirable 
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to raise base-period prices by fixed percent8.ges as ~~ will 
magnify the disparities and cause considerable hardship 
to persons living in area~. where the, base-period prices 
themselves were unduly ·high. In the U.S.A., whenever 
th~ price of rn!lk. calculated _on the b~sis of giving· 
milk a purcbasmg power eqwvalent to Its purchasing 
power during the base-period is considered to be in­
appropriate in the light of tho prioos of feeds, the av&ll­
ablo supplies of foods, and other factors which affect the 
supply and demand for milk and . its products, the 
Secretary of Agriculture is empowered to fix the price at a 
level which, under existing circumstances of costs, would 
ensure a. sufficient quantity of pure and wholesale milk, 
and be in the public interest. The prices of such products 
have thus to be fixed on the basis of actual . costs of 
production rathtr than on tbe basis of parity alone. 

271. In India, some data relating to costs are avail­
able in the Reports of the Agricultura.l Marketing Depart­
mont and in .the publications of the Punjab Board of 

. Economic Enquiry but the costs vary from tract to tract 
and the results oflocal enquiries cannot be considered to be 
of general application. The Fish Sub-Committee have 
come to the conclusion that." the available information 
with regard to production, distribution and marketing 
of various species of edible fish all- over the country is 
quite inadequate for determining the cost of production 
and fixing equitable wholesale and retail prices " and the 
Milk Sub-Committee have suggested in their report that 
" a proper survey of the position should be made to as­
certain the cost of production, handling, etc. of milk". 
We recommend, therefore, that early steps should be taken 
to organise enquiries into the costs of production of milk, 
fish, eggs and other important products. of anim~tl hus­
bandry in the major centres of produot~on and co~um~­
tion a.nd adequate grants should he g.ven to Umvei'SI· 
ties ·Municipalities and other local bodies for the purpose. 
Until the results of such enquiries a.re available, prices 
should be determined ad hoc by indepen_aent loc~l bodies, 
speciaUy constituted for th11 purpose, m the hght of a 
genera.lappra.isa.l of loca.l conditions. 

272. With respect to the enforcement of th~ pri~s 
fixed, the technique of buffer stocks and ma~wnal pur­
chase and sale operations cannot be employed m the case 
of these products, because of their rapid deterioration 
in storage. The only slterna.tive will be to exercise 
eome measure of centralised control over tho distribution 
of the available supply. The nature of regulation would 
vary from a:ea to area and from commodity to commo~ 
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dity as circumstances mn.y .mako it necessary. Tn soma 
<Jases, it- may be sufficient to merely licenoe produc:or,; 
and distributors and issue instructions to thoro. whiln 
in others, the entire supply may have to be purchased by 
the State from the producer at a. remunerative price and 
released to the consumer at a price within his means. 
The machinery of regulation ehould therefore bo suffi­
ciently elastic so il.s to adapt itself to the requirements 
of any given situation. It should be so constituted that 
it will be representative of the various interests concerned 
and yet will consider the problem from the point of general 
publio interest. 

273. These prineiples of price policy have been in 
operation in the U.K. since I 931, when the Agricultural 
Marketing Act was adopted. In. the beginning, the 
machinery of implementation consisted of organisations 
of producers, but in recent voars there has beon a trend 
towards the re-constitution of the machinery on a. broader 
basis. The Agricultural Ma.rketir.g Act ena.blos the setting 
up of. a. marketing boa.rd, provided a. majority of tho 
producers of that product aro in favour. When such " 
Board is set up, it is incumbent on all the producers of 
that p~oduct in the area. concerned to comply with tho 
regulations in force. Such Boards have a.coordingly 
been set up for the marketing of milk, bacon, pigs, pota.· 
toes a.nd hops. The main powers which the Boards can 
acq~re under the Act are as follows :-

(i) A Board ma.y buy all the product over which 
it has jurisdiction, a.nd ina.y sell, gra.de, pa.ck, 
store, a.da.pt for sa.le, insure, advertise, a.nd 
transport the commodity. 

(ii) A Board may require the producers to sell a.ny 
kind, variety, gra.de, or qua.lity of the product 
only to or through the a.gency of the Board. 

(iii) A Board ma.y be empowered to buy a.nd to ReU 
or let for hire to producers a.nything required. 

- for ·the production. ada.pta.tion for sa.le, or salo 
of tho product·. - · 

(tv) A Board ma.y determine the price a.t, below or 
above which, the terms on which, a.nd the 
persons to, or through the agency of whom, 
the product .may be sold. 

A Board may ~e equipped with all or only sgme of these 
powers, accord!ng. to Its requirements. Three different 
typea of orga.rusa.t1on.s ha.ve been set up under this Act; 
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f~r different commodities. In some cases, tho Board 
acts a.s a. tra.ding body which is tho sole a.gent for the sa.le 
of the product ha.ndled; in some, it a.cts a.s a. regula.tory 
body merely issuing· instructions roga.rding the methods 
a.nd operations connected with the marketing of the 
articles; and in others, it acts both a" a trading and a 
regulat'?rY body*. 

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

' 

27 il. The oxporionco of the Agricultural Marketing 
Boaras in the few years prior to 1939 has demonstrated 
the difficulty of providing for the efficient organisation 
of marketing on the basis of producer hpreoeni;ation 
nlono. The Boards soon found themsolvos for,ced to 

. negotiate with distributors and processors, whother the 
latter were organised on a parallel basis n.s in the cose of 
bacon, c·r in a tmdo organisation o.s in tho case of milk, or 
wero included on tho marketing board itself n.s in tho 
casfl of potatoes. Government policy thorofare moved 
.gradtially towards tho establishment of independent 
organisations den ling with o.ll the- complex problt ms of 
ma~keting. Under the Bacon Industries Act of 1938, 
thE power of price fixing and the control of policy for_ the-
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pig and bacon industry was vested in the Bacon Develop­
ment Board consisting of five Government-appointed 
members, and four representatives each of the Pig and 

· Bacon Marketing Boards. In the esse of milk also, 
the Grigg Re-organisation Commission and the Cutiorth 
Re-organisation Commission recommended the creation 
of an independent body which should have the final voice 
In determining prices; and a bill also was introduced in 
Parliament in 1937 for establishing a Milk Commission to 
supervise the industry, but it was subsequently withdrawn. 
In general, however, public opinion in England has come 
to the view that it is necessary to transf€r the power 
of price fixing from producer marketing boards to inde· 
pendeni commissions. It is recognised that the producer 
marketing boards have not in practice exercised their 
power to fix prices without p1evious negotiations with 
distributors and processors, but it is felt that even the 
interests of distributors and processors are not always 
identical with those of the community as a whole:. Tho 
task of price fixing as well as that of deciding the general 
policy applicable to each product is of such vital impor• 
tance "that it needs to be vested in a commission com· 
pletely independent of all sectional interests, who would 
look at the problem from the point of public benefit alone 
and fix prices which will be fair to all classes-producers, 
manufacturers, distributors and consumers.• 

27o. We recommend that similar steps may be taken 
in India as well to constitute morketing organisations 
for different animal husbandry products on a local basis. 
These bodies should consist of J;Cpresentatives of pro­
ducers, processors, tr~>ders and consumers, and should 
function under the general direction of the State. They 
should concern themselves ·both with the p~oble,m . of 
incre1>sing production and with the problem of 1mprovmg 
marketing and distribution through tbef . estabthdshtment 

. 1 t nd ro r1gors e rsns-
of cold storages, processmg. P. IWl s, 8 

. 1 classes of con-
port The State m~>y subs1d1se partwu ar · b · ing such orga­sumers, if it considers necessary, Y reqmr . nnl rates . . 1 1. t them a.t concessxo uo , 
nJzattonR to re oa.so su11P tes 0 'I'h · t' . . th . t If there• fter. c orgamsa Ions rmmbursmg em 1 so . t. 1 . 
should have attached to themsolvos lmpar 1~ pnce-
{. · b d h' 1 ·hould take into account all mtorost• 
~ tXIng oar s w tc 1 ~:;. . . 
oonceruod sud doterrome fau priCeS. 

277. Those Qre the general !inos on which a price 
• ]' f •00,.1 hu•b~>ndry produnts "hould be ovo1'ved. po wy or am ., · , 
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These will also apply to other typos of perishabie produce 
such as fruits and vegetables. Tho principal feature 
of such a policy is ·that it has to be evolved. separately 
for different localities· and for different products, in the 
light of local conditions. In tho course of years, when 
facilities for cold storage and refrigerated transport have 
sufficiently developed, and a substantial increase in 
production has taken place, it may become possible to 
evolve an integrated price policy, first on a provincial 
and later on an all~India basis, 
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CH4PTEB IX • 

.Admlmstrative MackiMry. 

278. The administration of the price policy including 
the determination of minimum and maximum prices 
and the enforcement of these prices by appropriate mea· 
surea calls for the creation of a machinery specia.Ily 

-adapted for the purpose. In a. count-ry of the size of 
India; with Provinces and States in different stages of 
economic development and fiscal stability, the formu· 
lation of price policy is bound to be a complicated 
affair. It will call for a carefully balanced administra· 
t!ve framework designed to ensure that the autonomy 
of the different political units is respected and the action 
taken by each of them is effectively co-ordinated. More• 

.over, it is important to associate public opinion with the 
administration of policy at appropriate stages so as to 
minimise the possibility of corruptiPn · and favouritism 
and secure popular support-for the programme. 

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

-..t market centres all over the country. While Provinces 
may be classified as surplus or · deficit Provinces with 
~espect to particular crops, all Provinces nre deficient 

· In some crops and surplus in others. The lndil\n price· 
structure has under normal conditions been an integrated 
wh?le in spite of any pockets of rigidity that persist due 
to Inadequate development of marketing and transport. 

·Any administrative machinery that is created should there­
fore have _its scope of operations co-extensive with the 
Wh?le ?ountry, if the unity of ~he price-structure is to be 
mamtamed. While special arrangements may be neces­
sa.ry, for dealing with individual homogeneous tracts 
mthm the country, we are of the opinion that these arrange­
ments should function within the frame-work of a 
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machinery orgnnised on an all-India basis and no~t inde­
pendently of it. The interests of each region· or :Province 

~ or State vary from crop to crop and the .largest measure 
of agreement on policy can be reached only through an 
All-India organisation, where the price· and production 
policy relating to all crops in all arnas can be discussed· 
on a basis of give and take. As st.ated by the Foodgrains 
Policy Committee, 'it is not reasonable to enforce sacri­
fices on one Province without reasonable efforts being 
made to see that the fruit of such sacrifices goes ns far as 
possible ·hi relieving the suffering elsewhere'. An All· 
India organisation would be in the best position to uphold . 
this principle and to secure the largest measure of agree­
ment between the different provinces and states. If an 
a.rea then is required to partially sacrifice its interests 
in the case of one crop, it may secure compensation in the 
case of another crop and it will have the satisfaction 
further that. its sacrifice has ~been instrumental in 
producing benefits in a sister area. We recommend, 
therefore_. that the administrative machinery for the 
form~lat10n and execution of the price policy should be 
constituted on an All-India basis covering all the­
I'rovinoes and States. 

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

281. During war-time, the Government of India exer· 
oised the power to issue directives to the I'rovinces on 
matters falling under these subjects, but these directives 
were issued under Section 126 (A) of the Governll?en~ 
of India Act which confers this power on the Central 
Government when a proclamation of emergency is in 
operation and the Governor-General ha.s ·decla;ed that 
the security of India is threatened by war. ~ Thts po~er 
baa ceased with the end of the emergency ~tnd the wtth· 
drawal of tile pro.clamation. Even when the Govern­
ment of India did. possess the power to intervene and 
situations arose when such intervention beca.me necessary, 
there have been instances where they have not felt justified 
in pressing their viPws to the length of using their emer~ 
genoy powers. The Central Government have always had a 



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

282. While the Central Government have no power 
to intervene in subjects which lie within the Provincial 
jurisdiction, they have accepted the responsibility for'main­
taining adequate conditions of living and high levels of 
employment' and for ."immediately increasing the food 
resources and improving the diet of the people"** within 
the country, as a signatory to the Final Act of the United 
Nations Food and Agricultural Organisation. The re­
cent statement on Agricultural and Food policy issued by 
the Government of India also says inter alia " Agriculture, 
and the supply and distribution of food are provincial 
subjects and on provinces will rest the first responsibi­
li.ty of making plans, in the light of local needs and capa­
City, and the final responsibility of cauying them. But 
it is necessary for the Central Government to take the 
initiative .. in co-ordinating the proposals and bringing 
them into the frame-work of a common plan for agricul­
ture and food ". The Central Government thus recog­
nize their responsibility in regard to the overall food a~d 
agricultural situation in the country. As has been said 
by the Foodgrains Policy Committe 'hungry men do not 
discriminate and social unrest does not observe the pro­
vincial frontier lines. The Centre, all the Provinces and all 
the States have a common interest in seeing that the situa­
tion does not get out of hand'. This common interest 
needs to be organized through an appropriate machinery 
for consultation, decision and exe,cution. 

283. This difficulty arising out .of the ·conflicting 
powers and responsibilities of constitutent units is by no 
means unique to India and it was also experienced in 
other countries whose experience will provide valuable 
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guidance to us. It does not ordinarily arise in ctJUntrie~ 
with unitary constitutions, such as the United. Kingdom 
and France. In the United Kingdom, an Act of Parlia­
mimt holds supreme over all subordinate law-making 
authorities. In France also, under the Third RP public, 
laws passed by the Chamber of Deputies had over-riding 
a~thority all over the country. It is only in countries 
with federal constitutions where the distribution of powers _ 
between the federating states and the federation is ex­
plicitly laid down in the constitution the.t conflicts in 
authority arise. 

284. The constitutions of the U.S.A., Canada and 
Australia, all federal countries, clearly demarcate the 
powers of the federal government from those of the federa­
ting states and empower the judiciary to interpret the 
scope of this demarcation. Since most of the federal 
constitutions date from a period when 'laissez fa\re' was 
the rule and industrial technique had not advanced, the · 
tendency was to entrust as little power to the federation 
and to retain &s much power with the federating units as 
possible. Under the stress of the increasing complexity 
of economic forces and the growing consciousness of the 
responsibility of the State for securing the. well-being 
of the people, the balance of power as between the federa­
ting units and the federation has been undergoing con­
tinuous change through legislative amendment, judicial 
interpretation or constitutional convention in favour of 
the federation. 

285. In the United States, the activities of the Fede­
ral Government have· been enormously expanded through 
the 'commerce' clause and the 'general welfare' clause 
of ·the constitution. During the tenure of office of 
Chief Justice Marshall, the Supreme Court gave deci­
sions in several cases widening the powers of the Fe.dera­
tio~ via-a-vis the States To quote one instance, an 
attempt by the Maryland Legislature to assert the right 
of taxation over the banks established by the Federal 
Government in its territory was thwarted by the S11preme 
Court Judgement in McCulloch. v. Maryland. (1816) 
in which the Court de,elarod that· "the· States have no 
power, by taxation or otherwise, to retard, impede, burden 
or in any manner control the operations of the constitu­
tional laws enacted by Congress.~o· carry into execution 
the powers vested in the general Government.'' ..• The 
constitution makes no specific reference to agriculture 
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Gow•rnment in relation to agricultur~; but t.hc trade in 
agricultural products is n part of inter-Stnte commerce 
and as such comes within the purvjew of Federal Legis­
lation. The United States Congress moreover has the 
power to levy excise on the produce of the land ns on all 
other produce, and can use this taxing powCI" to regulate 
the value imd character ·of agricultural production. · 

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

287. Another way in which the Federal Government 
has enforced its economic policy is by the creation of 
special adhoo corporations such as the Tennessee Valley 
Authority. This corporation was established during 
the world depression when the Federal Government was 
compelled to intervene in the economic sphere on an 
unprecedented scale. " The T. V. A. represented an 
altogether different conception of the management of a 
modern nation's economic resources : that of enterprise 
on a large scale, deliberately undertaken by the public 
authorit!es, with certain social and economic purposes 
clearly m mind from the beginning "*· The enterprise, 
was fraught with great difficulty The valley is divided 
politically amongst seven States. and hundredR of local 
!J:OVernment units, cities and countries. None of these 
IS vested.with authority over more than a fraction of the 
valley nor are the _boundaries of the States coincident with 
t~e most approp_nate ar?a of economic organisation. No 
s~ngle State or smgle private enterprise. or even a consor• 
tium ?fa few States and a few enterprises could have coped 
up With the task of developing the Valley to ita fullest 
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potentialities. " The enterprise necessary for develop­
ing the valley had to be such as could see tlie vall<>y 
steadily and see it whole ". The difficulty of securing 
the co-operation of the seven States· which trench upon 
the valley was overcome only because the constitution 
of the United States gives the Federal Government full 
authority over navigable rivers and inter-State commerce. 
In the absence of such authority, it would have been neces­
sary for the seven valley States to make a compact among 
themselves to accomplish the aims that are embodied 
in the T.V.A., and such a compact between one State 
and another can only be entered into, according to the 
constitution, by the consent of the United Statf's Congress. 

288. In Canada, the position otthe Dominion Govern­
ment vie-a-vis tho Provinces is kse 'strong than that of 
the Federal Government vis-a-vis the States in the U.S.A. 
Although Section .91 of the British North America Act, 
1867, conferred all residuary powers on the Dominion 
Government 'by specifying that it had power " to make 
laws for the pea'ce, order and good gov<'rnmPnt of Ca.nada 
in relation to all matters not coming within the class~ 
of· subjects by this Act assigned <'xclusively to the legis­
latures of the Provinces ", the Pl.·ivy Council put a res­
trictive interpretation on this section by deciding that the 
Dominion Government had power to make such laws only 
in temporary and overwhelming e.mergencies such as war, 
jlestilence or famine. The result wa.s l ha1 a good deal of 

• ~cgislation relating to social services, such as that dealing 
with minimum wages, hours of work, unemployment 

. insurance etc. had to be undertaken by the Provinces. 
This naturally led to varying. standards of social security 
and labour legislation being adopted in diffet•ent p, ovin~ 
ces, particularly as the financial powers of the Provinces 
were limited to "direct taxation wit.hin the Province" 
under Section .92 (2) of the British North America_ Act, 
1867. Moreover, although the Dominion Government was 
given powers to regulate trade nnd commerce under 

. Sect.ion 91 (2) of the Act, the Privy Council dcclar<"d the 
Natural Products MuTlu•ting Act. which provided for the 

·marketing and distribution of Jll'oducts by a Dominion 
Mn.rketing Board invalid on t.he ground t.hat t.he Domi­
nion GovernmPnt did not have t.he power t.o regulate 
trading t.ransact.ions complPt.ed within a single Province. 
The Dominion Government has however considerable 
powers for economic regula.tion under Section 81 of the 
Act aNd ha• used t.hem to cont.rol companies with Dominion 
charters, banks, a.ndthe grain, transportation and shipping 
t.rade, 
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289 · The D · · G obli d ommwn overnment h•a therefore been 
ita ge r to reil m_ore on ~pecial financial grants for making 
hav po ICY e ec~I~e. Smce the grants to the Provinces 
thee ;ee': ?onditwnal they have led to friction between 
the · ommwn and Provincial Governments. Owing to 
and dep~ndence of many Provinces on single products 

. their helple~sness in. the face of economic catastro­
phies, they had httle chOJce in the matter and had to a 
~~pt Jhe gra.nta in spite of the conditions imposed. Durin~ 

. 't e epresswn, the wheat-growing Provinces found that 
~h was beyond their financial resources to prevent the 

reatened collapse of their agriculture and had to 
acc_ept a large measure of central control in return for 
assistance· from the Dominion Government. 

290. In Australia, the Commonwealth of Australia 
Constitution Act of 1900 laid down that the Common­
wealth Parliament had the " power to make laws for the· 
p~ace, order and good government of .the Commonwealth 
:Wo'th respect to (inter alia) taxation ; but so as not ·to 
discriminate between States or parts of States". Section 
88 of the Constitution granted the Commonwealth Govern­
ment exclusive power to l~vy indirect taxation in the 
form of customs and excise, hut under Section 87, the 
Commonwealth was allocated only l/4th of the annual 
net revenue from these duties, the balance being handed 
over to the States. The power for direct taxation was 

'left a.Imost entirely with tl1e Statc_s ~ut the Co~mon­
Vealth has gradually impinged on tlus fwld of taxat.wn as 
well. In 1910-Il it levied a land tax und in 1914-16, 
estate duties both direct taxes. During World War I, 
it levied a dir~ct tax in the form of an income-tax. During 
World War II when enormous expenditure by the Com­
monwealth Go~ernment became necessary, this tendency 
:was accentuated and was signalised in 1942 by the P":ss­
mg of uniform income-tax legislation by the Australian 
~overnment. These Jaws practically involved the .re­
tirement of the Stat<'B from the field of income taxa twn 
for the duration of the war and one year tlJCreaftet, and 
~~~ght to accord priOJ;ity to the payment of.fedcrn:l inco~e-
I 

over the States' own income-tax durmg thJs pcrwd. 
n ret d th · a urn, the States were to be given grants ba.sc on <'If 

T';,erage income-tax collection for the last two years. 
e hills e b d · d by the Australi m o . ymg these proposals were P":ssc . 

the G an Legislature in June 1942 and nnmediately 
t.Ialia ov~rnments of Vjctoria Queensland, South Aus­

. to iny:~dai'::estern Australia ;ppen!cd to tlw High Cow·t 
· wealth C .the Acts as ultra vires U)Jder the Cornmon-

onstitutfo Th I · h 0 h h ld b -a In>tjo
1
·ity th 11 • e !1g ,otJrt owevcr <' . . y 

nt the Acts were valid in their e!'tirety, 



Ul 

:Subsequently the Commonwealth Govemment has levied an 
entertainments tax which hitherto had been a State source 
of revenue. The trend towards increased powers for the 
'Commonwealth GovernmPnt is thus unmistakable in 
Australia. In fact theRightHonourableMr.R. G. Menzies, 
K.C., former Attorney-General of the. Commonwealth 
Government, has stated that since the High Court judgment 
of 1942 validating the Act providing for a uniform tax, 
Australia . must be regarded as a unitary 1ather than a 
federal State, Recent plans for post-war reconstruction 
also appear to reinforce this view. In December, 1942 
a bill ·was introduced in the Commonwealth Parliament 
providing for the transfer by the States to the Common-, 
wealth of specified powe1 s for a period o;f five years after 
the cessation of hostilities. These powers Me intended 
to enable the Commonwealth to make laws with regard to 
such far-reaching subjects as organised marketing of 
commodities, primary production, family allowances, and 
combines and ;r:nonoplies. The bill was passed by all 
the State Parliaments with two exceptions, Victoria and· 
Tasmal\ia. 

291. The Commonwealth Government has also power 
to grant financial assistance to the States. Section 96 
of the Commonwealth of Australia Constitution Act, 1900 
reads " during the period of 10 years aftet the establish• 
ment of the Commonwealth and thereafter till the Parlia­
ment otherwise provides, the Patliament may grant 
financial assistance to any State on such terms and 
·conditions as the Parliament thinks fit". The 'manner 
in which the Commonwealth Government has discharged 
its responsibilities in this regard has gra.dually changed. 
To begin with, each State was credited with the Common· 
weaJth revenue collected in that State and debited with 
the expenditure incurred on its behalf in the transferred 
departments and also with a share of the new expenditure 
of the Commonwealth. Subsequently, this system was 
terminated by the Commonwealth Government and it 
gave grants to the States on a per capita ·basis.· This in 
turn was replaced by a system of centralised handling of 
the public debts of the Commonwealth and the States. 
Finally, in 1933, the present sy~tem of making grants to 
the States on the recommendatiOns of a Commonwealth 
Grants Commission was adopted. The Commission 
consists of three members, and is required to enquire into 
and report upon any claims made by any ·State for a 
grant of financial assistance under Section 96 of the 
Constitution. The Commission, impressed by the variations 

. in the economic position of the different States, la.id down 
the fundamental principle iu 1936 that·" special grants 
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from the Commonwealth are justified when a St~t.e through 
financial stre•s for any cause is unable t•fflCie~tly to 
discharge its functions as a member of the federation and 
should be determined by the amount of help found neces­
sary to make it possible for that Stato by reasonable 
effort to function at a standard not appr'eciably below that 
of other. States ". 

292. The problem of securing a co-ordinated c~evelop­
ment of economic resources has thus been tackled m these 
countries firstly, by a gradual increase in the powers of 
the federal government, secondly, by securing the 

. co-operation of the federating States through financial 
· grants to them for specific purposes, and thirdly, by the. 

creation of special corp01ate agencies invested with ~he 
necessary powers by the federating units for· dischargmg 
specific functions in an integu,ted u 1nner over a whole 
region. . 

293. In India the possihihties of an increase in the sphere 
of authority of the Central Government seem remote. The 
t~end .of op~nion in the country appears to be all in t~e 
directiOn of mereased autonomy for the Provinces. While 
we. do not ~azard any 'guess as to the political set-up 
which may fmally emerge we think it unlikely that there 
will be vested in the Cent~al Government power over the 
subjects with which our enquiry is concerned. 

294, Grants 'from Central revenues to the Provinces for 
specific purposes have been made both before and during 
the war, and while they have their own utility, they also 
lead to some difficulties. While the Central Government 
appropriates funds from its own revenues to the Provin· 
ees which could well'have been devoted to the discharge of its 
own. ~onstitutional sphere of responsibilities, it has no 
specific means by · which to ensure that the funds 
appropriated have in fact secured the objectives aimed at. 
It has to eschew any close scrutiny or inspection of the 
chann;ls of expenditure lest it migh give rise to resent­
ment .m t~e Provinces, A situation of this nature where 
ta~~tiOn Is the responsibility of one auth01ity and exp· 
~~ Iture of another naturally gives rise to complications. 

·\ m;thod of grants-in-aid is efficacious when there 
e~us 8 In the Provinces a fairly uniform degiee of effi­
Caiedncy 0f~dadministration and a feeling of mutual trust 

n con I ence th t h . and th • 80 a. t e assistance offered by the Centre 
e asse•sment of 't 1 b . d d a t f I s resu ts y It are regar e as an 

. ct 0£ co-operation which is welcome rather tbnn as an 
In er erenee which i t d n h' · 'd sho ld b s unwanan e . vv 1le grants-m-al 

u ~ resorted to for securing acticn by tbe Provincee 



. in specific directions to secur.e limited en&, they 
will not prove effective wlu·n what is aimed atria the formu­
lation a,nd enforcement of the entire pr!c·e policy for the 
country in the sphere of agriculture. 

295. The only other method open is to create a spec.ial 
agency based on the mutual co-opNation of the Centre 
Provinces and States. The interests of the Provinces and 
States are so inextricably inter-related and interdependent 

. thn,t such co-operation i" welcome to all and it is in fact 
a necessary condit.ion of their development. The well-being 
of cultivators in their respective areas will be of over-riding 
importance to each of them and a common machinery1forthe 
formulation and execution of price policy is thetefore bound 
~o emerge. The Provinces an~ States are _much more vitally 
Interested than the Centre m the mamtenance of remu­

. nciative prices. since their major s~mrces of revenue depend 
on the prosperity of the countrysrde. It is they who have 
to carry the brunt of public opinion in the face of agrarian 
distress and to under take the necessary remedial measureH. 
We have every reason to believe that t.heir co-operation will 
be forthcoming if an appropriate machinery is devised for 
the purpose. 

· 296. It is important to remember that even before 
the ·war, attempts were successfully made to secure the co­
operation of the Provinces, States and the Centre through 
bodies suchastheimperialCouncil of Agricultural Research,. 
the Indian Central Cotton Committee, the Indian Cen­
tral Jute Committee, etc. These bodies we.·e constituted 
for the purpose of undertaking programmes of research 
and development in particular spheres and their scope 
of work did not extend to questions of economic policy 
of a general nature; they provide, however, illustrations of 
successful joint enterpris~, _Planned and con.ducted by spe­
cially constituted authorrtres, representative of Central; 
Provincial and State Governments. 

297. DUring the .~ar, ~h?~gh the C~ntral Gove~n­
ment had difficulties m·the r~:utr~tl years WI~bh"l~t~e P;ovtthn-

d States ih implementmg 1 s respons1 1 1 res 101· e 
ces an h . di I " f th conduct of the wa~, t e perw ca con1erences o e 
C t al and Provinmal Governments soon led to e. better 
u~~e~standing of each other's difficulties and to. a greater 
degree of co-operation betw.een them. The workmg of the 

.Central Food Department IS an exa.mple _of the success­
ful co~operation between ~he Centre, ProVInces and ~tates 

d r extremely trying cu cumstances. Although 1t bas 
unt e t been possible to devise a uniform pattern for 
:~e ~;ocurement systems in all areas, all these systems 
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.have .been Ol'ganised. on the common principle. ~f elimi­
nating competitive buying ::.nd creating condthons ~p­
proximating to monopoly procurement so as to .brmg 
under the physical control of Government the maxtmum 
possible amount of the marketable surplus of foodgra.ine .. 
The Central Food Advisory Council, which consists of· 
representatives both of the Central and Provincial Govern• 
menta has also proved a fruitful medium of co-operation. 
We understand that the Central and Provincial Govern· 
menta are also oo-operatins in the projects for the multi· 
sided development of the Damodar Valley and the Sane 
Valley areas and for the setting up of a fertiliser factory 
at Sindri. 

298. We have no doubt that the machinery to be 
employed for the purpose of implementing the price policy 
should als'o be constituted on the eame principle and that 
it should take the form of an independent authority, 
representative of the different Governments concerned. 
We are. glad to note that the Famine Enquiry Commission 
also came to· a similar conclusion and recommended the 
establishment of a permanent organisation called 
the All-India Food Council as the common organ for co­
ordinating the activities of the different governmc)lts 
in framing and executing a common food policy for the 
country. In our opinion, it is impossible to s~gregate 
the problems of foodcrops from the problems of other 
agricultural crops with which they arc inextricably inter­
related~ and we .therefore recommend that the machinery 
created should deal with both food and non-food agticuJ.' 
tural products. It should be called the All-India Agri­
cultural Prices Council. 

299. With respect to the composition of such a Council, 
we have considered whether it should consist only of 
representatives of Govemments or provision should also 
be made for representation of the different interests 
concerned such as the growers, traders, pro~essors and 
?onsumers. We are of opinion that while different 
~nterests need to be associated with t.he making of policy 
•n order to ensure that the policy adopted is sound from 
a technical and 'practical point of view,' such association 
sho.uld only be of an advisory character. The represen­
tatrves of sectional interests cannot be vested with the 
powet of. making decisions which must remain the 
functi~n of Governments. The All-India Agricultural Prices 
CCounctl should therefore consist of "'Jlrcsentatives of the 
. e~tral, Provincial and State Governments alone- We 
'Jndwate lat:r the stage. at which and the·mnnner,;n which 
re_rresentatn-es of diffprent intere,ts should b<' nssociat~d 
With the making of policy. 
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_ 300, The All-India Agricultural Prices Council should 
consist of 22 members. The Central Government should 
have four representatives in view of the important role 
that the Centre must play in the co-ordination of policy 
·and also in view of the responsibility of the Central Govern­
ment for the administration of the centrally adminis­
tered areas. These representatives should ordinarily be 
Members of the Cabinet, holding the portfolios of 
Agriculture, Food, Commerce and Finance. The presence 
of the Cabinet Meml;Jers-in-charge of Commerce and 
Finance on the Council is essential. because of the close 
connection of trade and tariff policy and offinancial policy 
respectively with price policy. In addition to the represen­
tatives of the Central Government, there should be eleven 
representatives representing the eleven Provinces, who 
should ordinarily be the 11-Ininisters-in-charge of Agri­
culture and Food in each Province. The representation 
of Indian States will have to be decided in the light of 
their relative stakes in the price fixation programme, 
The total area of Indian ·States is 89"/o of t)le area 
of the Provinces, but the proportion of the cultivated area 
of the States is only 69% of the cultivated !'rea of the 
Provinces. If we take population as the criterion, the 
population of the States is 32"/oof the population of the 
Provinces. Taking these factors into account, we are of 
opinion that the States should be given representation 
to the extent of about 60"/o of the representation: accor­
ded to the Provinces and therefore recommend that the 
States as a group should be represented by 7 members 
on th~ Council. Representatives from Indian States 
should be selected on an agreed basis. The Council should 
be preside~ over b~ the Member o.f the Cen~ral Govern· 
ment Cabmet holdmg the portfoho of Agr10ulture and · 
the decisions of the Council should be taken by a majority 
vote. 

301 We realise that the Council will have no legal 

P r•s of 1•ts own and will derive all its powers by the 
owe ' d t• f p . d . voluntary association an oo-opera 1on o ro'?nces an 

States. We believe, however, that all . ProVlnc~s a~d 
St t will realise the advantage of evolVlng a pohcy and 

a es rome which would be in the common interest and 
pmgrat blish a convention that each Province and State 

· :hou~~ avoluntarily i~plem~nt the decisio';ls of the Coun­
cil'. Tile Council w1ll arr1:ve at concluswns ~nly after 
examining, the points of v1ew of all the PoVlnces and 
States and reconciling their conflicting interests to the 
maxi~um extent. lts conclusions will thus represent 
the higlwst common factor of opinion and th~y ~ill com- . 
mand universal acceptance because they will influence 



the economic prosperity of the whole country and 
provide a. sense of security to the whole population. Even 
though a. particular Province or State may at times 
harbour a. sense of grievance on a. specific decision of the 
Council, it would ordinarily not challenge the authority 
of the Council because it would be interested in 
other decisions of the Council as well, some of which 
may well be in her. favour. It will be recognised that 
while each has to submit to a. certain extent to the autho­
tity of others, each has also a share in exercising authority 
over others. A convention, freely negotiated on the basis of 
mutual interest, is likely to be more effective in practice 
than any legal sanction. 

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

301. The Council should have a full-time- Secretary 
· of its own with adequate s_taff under him. He will be 

responsible for arranging the business of tbe Council and 
placing material before it in a form which will enable the 
Council to arrive . at decisions. He will convey the 
decisions of the Council to the different Governments re­
presented on it and submit_ to the Counctl, from time to 
time, reports on the extent to which and the manner in 
which these decisions have been implemented. 

304. Since the All-India Agricultural Prices Council, 
will consist of representatives of ministerial status, it-s 
composition will be of a changing character and it will meet 
only at regular intervals. It will therefore be necessary 
for the Council to have undPr it a permanent machinery 
for the dillcharge of ita function:s, While the (.)ouncil 



wili be the fountain of all authority and take final deci­
·sions on all matters, its decisions should be implemented· 
through appropriate organs of administration. The 
functions of the All-India Agricultural Prices Council 
may be broadly classified into two oategorieB, viz., {i) 
the determination' of minimum and maximum prices, and 
(ii,) the enforcement of the ·prices fixed. The adminis­
trative organs created should therefore be adapted to 
the requirements of these two functions. 

305. The determination of prices is an extremely com­
plex and 'responsible task involving the reconciliation 
of different interests and the selection of appropriate 
methods of assistance in each case. Each of the interests 
affected need to be given an opportunit.y of putting 
forward its own point of view before prices are determined 
and the price-determining authority should be so constituted 
that its decision will command respect and be accepted 
as fair and impartial by all the interests concerned. It will 
hav:e to consider the probable effects of various alter­
native levels of prices and should have the technical 
competence to decide as to which particular level will be 
appr~priate · in a given. set of circumstances. The· 
function of determining minimum and maximum prices is 
t~us par~l~- judi,cial and partly technical in cha~acter and 
·~ e admimstrntive organ created for the purpose should 

e such as would satisfy these two requirements. 

306. The principle of appointing a special body for 
such a purpose is by no means novel. . It ha~ alre~dy 
been adopted in the case of trade and mdustr1al policy 
by the appointment of Tariff Boards to.investigate and 
Tep~rt upon applications of industries for State assistauce. 
£ aTiff Boards, however, are at present ~ppointed ad ?oc 
or the purpose of examining the questwn of protectiOR 

to specified industries and cease to exist after they have · 
submitted their reports. This prevents the' emlll'gence 
of continuity of policy, so essential for the growth of so11:nd 
and healthy traditions, and divorces the formulatiOn 
of policy from the responsibility Jor watching its effects 
S:nd revising jt from time to time. in the light of . expe­
rience. Even iti the sphere of agriculture; there exists at 
present a similar body in the Price Advisory Committee 
of th~ Food Department set up in. 1945 for. advising the 
Government of India on the fixatwn of prtces for food­
grains. This committee however consists of represen­
tatives of producers and consumers it ·i~ appointed by the 
·Central Government itself and its advice is not binding. 
IIi our opinion, in a body of this ~ype, whose decisions 
affect all classes of people, there ,should be no .Place for 



d 't . f t" a] interests as ~ucb an 1 

representattve~ o sec wn f h · 1 ability and 
should consist only of persons o tee .nt~~a of sectional 
· ~' · 1 competence The representatlV•· ·t· ]Uwcta · d t portunt .tes 
interests should no doubt have. a equa e ~~ ot be in a 
of putting forward their case, b~t they.sho~ . n own suit. 

osition where they would be JUdges m t en ted 
~he decisions of such a body-should n!Jrmally be accep. 

by Government. · All I d'a 
307 We recommend therefore that the . ·; .1 

Agric~ltural Prices Council should set up. B:_ speCial nc~t 
Determination- Commission :fo~ t~ "''J"o:'fl:·.o: purpose ~ 
,.,1>..-"'''"'-'h~ ~" -a'l.\ ..,.,;pects of prtce ft;x:at10n. The membe~s 

0 { the Commission should be appomted by the All-Indta 
Agricultural Prices Council on the recommendation . of 
a.n appointments committee constituted by it accordmg 
to a.n agreed procedure. 

308. The Commission should consist of three members 
including the Ch~tirman and they should be appointed 
for a. five-year term, subject to renewal. The members · 
of the Commission should be selected on the basis of specia~ 
qualif10ations. One member should be a person with 
long expeiience of agriculture, either as a senior office! 
in the Agriculture Department or as . a practical farmer 
on ~a substantial scale, so that he will be able to judge 
the effects of tbe policy proposed and to visualise the 
pract10al difficulties involved in its implementa.t~on. The. 
second· member should be an economist with expetience 
of finance, so that 'he may be ·able to examine the 
financial implications of the different measures suggested 
and bring to bear upon the deliberations of the Commission, 
a wideandgeneralcconomic perspective. Tfiethird member, 
who will also. be ~he Chairman, should be either a person 
who has occupied a seat on the bench of a High Court of 
Judicature of one of the Provinces or of the Federal Coll;ft . 
an~ has had expe.riertce of dealing with commerc!allegis-· 
latton or a person who hAs held high administrattve posts 
of. a quasi-judicial charRcter. His presence on th~ 
Commission will ensure that a fair bearing is given to a 
the parties concerned and that s.ll t.be relevant facto~s .are 
taken into consideration before arriving at a. deClal<;m. 
'l'he Commission should have a Secretary of its own wttb 
appropriate staff. 

309· Th~ Prim• DPtermination Commission sho';'ld 
have linder H: a Bureau of Economics and Statist.ics, wht?h 
should make available to it all the statistical matenal 
neee•sary to enable it to discharge its functions. ·. T~e 
BurPau ~hould regularly colleet and compile stati.sttcB -. 
of.acr~ag."- and yield and datarditing t.o ptices r~>cetv!"d, · 
prw<>a pa.td, l?allll borrowed ant;! taxes paid by the fa.rmtllg 
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community. It should analyse and forecast demand, 
supply, and price relationship f01 the major commodities, 
study farm organization, and examine_the burden, 
incidence and effects of State programmes of agricultural 
assistance. The Bureau should make full use of the data 
supplied by the ProvincialandStateGovemments, commer­
cial bodies like the Imperial Bank oLindia, Chambers of 
Commerce and Trade Associations, and other channels and 
organize sample surveys on its own initiative, where 
necessary. In particular, it should organize in co-opera­
tion with other agencies enquiries into the costs of produc­
tion of crops and the costs of living in rural areas. It 
should in due course develop on the linea of the Bureau 
of Agricultural Economics of the U.S. Department oi 
Agriculture. 

310. The function of. the Commission would be to 
determine minimum and maximum prices for different 
regions for agricultural commodities designated by the 
All-India. Agricultural Prices Council and suggest what 
measures are called for in order to enforce these prices. 
It should also suggest whether any measures of control 
such as imposition of restrictions on foreign trade, 
regulation of production, transport, marketing, prices, 
etc., ra quire to be adopted. The Commission should 
.procevd to consider the question of price fixation for 
a commodity, either on a direction by the Council, or 
on a representation by the interests . concerned, or o.n 
its own initiative. While examining the question, it should 
receive evidence, written or oral, from all interests, ten­
dered hi person or through counsel. lt'Bhould also consult 

·the itppropriate advisory committee of the different 
advisory committees, the setting up of which we reooni· 
mend later. It should base its decisions on the general 
principle of securin~ adeq~ate ?'nd stable returns for 
agriculture and a· fair relatiOnship between the returns 
from agriculture and those from other comparable occupa­
tions and should interpret its responsibilities in the light 
of the principles lnid down by us in the preceding chap­
ters of the Repo•t which should form it.s ins~rument of 
instruction•. It should maintain close· contact with 
enforcement operations .and should continually watoh the 
trend of market prices vis-a-vis the minimum and 
maximum prices fixed. The conclusions of the Commission 
will be communicated in the form of recommendations 
to thll AU-India Agricultural Prices Council which alone 
will be competent to make final decisions. The recom­
mendations of an expert technical and semi-judicial body 
like the Commission will however carry great weight apd 
be decisive in significance, -
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. 311 After the All-India A.,.icultural Prices Council 
• b-· p · Deter-

has ex.amined the recommendations of the r1ce .. 
minatiori Commission· and arrived at definite demswn~ 
thereto these decisions will have to be enforced throng 

'. . f t a.ppropr1ate measures. The programme for en ?rcenu;n 
will consist of a wide variety of measures, mcl~d~ng 
large-scale purchase and sale operations, and ~ulldmg · 
up of buffer stocks, which practically involve se.ttmg up 
business in competition with private enterpr1•e on a. 
very large scal<:-

312. We are of opinion that the enforcement programme 
cannot be carried out with sufficient efficiency and des-

. patch through the normal machine1·y of a government 
department. In saying this we are not unmindful of the 
work of the Central Food Department, which has been 
struggling since its inception with the many proble~s 
that have cropped up during war-time in connection With 
food distribution. It has, in co-operation with food 
&dminiatrations of ,the Provincial and State Government·•· 
tried to evolve an All-India Food Policy and to enforce 
it thro~gh. procurement, planned movement, storage 

· and rat10mng. The present activities of the Central 
Food Department thus cover practically all types of ~ea­
sures necessary ~or implementing a price fixation pol~oy, 
thus dem~nstratmg the practicability of such a policY~ 
The working of a. government department is however 
~0 . ID:uch beset with red tape and procedural delay that 
1~ ~~ mcapabl_e of taking decisions with the speed and elas­
t1c1t¥ _essen~ml fot ma.rket operations. A departmen~al 
~dmm~strat~on: since it does not provide the financial 
u!-c~ntlvee 1?-d1sp~neable for the working of a commer­
cEia. enterprlse, proves to be more wasteful in practice. 

ven when anim t d · h h h "" t a e Wit t e best of motives t e ve.J 
::d-~~ of the ~dminiet;ation is such that it cannot be adap­

what 18 essentially a. business function. 

313. In our opin' th • f this 
'purpose must be a:~n, e mac~inery necessa~Y or 'th 
Jts essential f d n to a busmess corporatiOn WlA 
independent. c~P.e 0~. and .elasticity of operation. n 

·side the field 0{po~~ ;Jon Wlll remove the function out-
the policy of thpo s!'cal controversy and will yet enforce 
tained financial e b tte, It will have its own self-con· 
corrective of profit :n~nce-sheet. w~th the incentive and 
ful business. Even if ~oss, so lndispensable for success­
fall to the State th Its profits and losses ultimately 
bring out the b~rd e separation of ita finances will cleallY 
from its operation:n ~~ be.nefit to the exchequer resul~ing 
for the future without h w:n be able to plan its operatiOns 

· a-vmg constantly to obtain Govern_ 



mental s.anotion. It would .be a body " clothed with the 
power of Government, but possessed of the fleXibility 
and initiative of a private enterprise."* 

·. 314. The principle of having an independent body as 
distinguished from ordinary departments of government. 
for a function of this type has already been recognised 
in most countries. In the United States of America. 
there are· numerous corporations, each establi•hed'for a· 
specific purpose, such as the Reconstruction Finance 
Corporation, the Federal Deposit Insurance Corporation, 
t.he Tennessee. Valley Corporation, the Commodity Credit. 
Corporation, etc. In Canada, the Agricultural Prices 
Support Board and the Wheat Boa.rd are independent 
corporate bodies, operating through separate accounts 
kept by the Minister of Finance. In the United Kingdom, 
the statutory public corporation has been adopted as a· 
common means for taking certain functions of a public 
utility character outside the ,turmoil of -party politics 
and the London Passenger Tra.nsport Board, the British 
Broadcasting Company, the Central Electricity Board are 
all corporations of this type. It is understood that the Gov­
ernment of India also propose to set up similar indepen­
dentauthoritiesfor the development of the Damodar Valley 
and for the Fertilizer Factory at Sindri. A large number 
of autonomous commercial undertakings under the joint 
ownership of the Central Government, the Provincial 
Governments and private carriers may soon be consti­
tuted in the fie.ld of road transport. The operations neces­
sary to enforce the price fixation programme will also be 

. of an essentially commercial character and should there­
fore form the responsibility of an independent corporation 
specially set up for the purpose and working within the 
limits of any general directives that it may receive. 

315 ·We have carefully considered whether there 
should be separate corporations for separate .agricul­
t a! commodities, but have come to the conclusiOn that 

. t~: object in- view will ?e best seryed b~ ~aving a. single 
corporation dealing w1th all commod1t1es. Wh1le we 

· that each commodity may have problems which 
reco~mse e 

8 
ecific to itself, it is the very essence of 

are m a se~\h ~ there should be evolved an inter-related 
ou.r prop?sa ~· h will maintain an appropriate relation­
priCe pohr.y w 1? of different commodities. Agricul­
ship betweend.p_rwes om pete with each other both in the 
tural commo 1t168

. c well as for the purpose of 
sphere of productiOn a.q · 

•Preaident RooseveWa addreo• to Coogro• 

Aot. 
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consum,ption, and the price policy adopted must be such as 
would secure . a balance between the production of dif­
ferent commodities and existing conditions of supply 
and demand. The principle of constituting specialized 
organizations for each commodity as in the case of the 
various central commodity committees constituted· fo1 
the purpose of research and development cannot be 
•ppropriatety applied when the function is to evolve an 
integrated price policy for all commodities. The emphasis 

. here is not on a commodity as such, but on the price 
relationship as between different commodities, and the 
factors influencing prices are usually cbmmon to all 
commodities. A single corpOI ation dealing with all 
commodities will besides result in the distribution of 
risks arising out of trading operations and reduce 
the financial liability. The Corporation may however 
be organised if necessary in different sections, each 
dealing with a particular commodity.· 

. 316. We recommend therefore that for the purpose 
_of carrying out its enfo1 cement programme, the All-India 
Agricultural Prices Council should set np a statutory 
cmporation which may be called the Commodity Cor­
potation. It should be a body corporate, with capacity 
to contract, to sue and be sued in its own right. Many· 
of the measures that the Corporation may have to under­
take are already being administered by the Food Depart­
ments at the €lentre and in the Provinces and their tech­
nical and administrative personnel who by now have 
acquired a good deal of experience should be placed at 
the disposal of the Corporation when it is constituted. 

•317. The Corporation should take all measures thit 
may be necessary to carry into effect the policy laid down 
and the instructions given to it from time to time b:f t~e 
All-India Agricultural Prices Council. Within the limits 
of these instructions, the corporation will resor~ to su~h 
measures as it thinks nec<'ssary for the execution of Its 
responsibilities. It will undertake the purchase and 
sale of designated agri<lultural products at· the minimum 
and maximum prices fixed by the Council. It will J!:~aran-· 
tee to purchase all that is of:(ered to it at the mimmum 
prices fixed. It will also undertake to sell from its stocks 
at the maximum prices. It will, at its discretion, begin its 
operations as Aoon as prices show a tendency t.o fa.ll below 
the minimum or rise above the maximum, so as t'? prevent­
market prices from departing from the range fixed. It 
will also have the power to purchase and sell the produJ,j' 
on its own initiative at the market price in order to bu 
up its buffer stocks and turn over the stocks in its posses• 



aion. It will package, process, store and transport pro­
ducts and undertake imports and exports. Besides the 
"outright purchase and sale of agricultural produce, it will 
· be open to the Corporation to borrow or make loans on 
the security of produce and of land and buildings. It 
will carry out its functions either through its own agencies 

' or through the agency of Provincial and State Govern-
ments or through the appointment of licensed trade agents 
to whom quotas may be allotted and necessary instruc­
tions issued. It will also act,.if called upon, as the agent 
of the Central, Provincial or State Governments for the 
purpose of purchase and sale of any agricultural product. 
Any sales made to Provincial or State Governments from 
its own stocks will however be at a price not lowei than 
the maximum price. In the case of famines, when .the 
Provincial or State Governments consider it necessary 
to make sales on a subsidized basis withi!l their area, they 
should purchase any stocks they need from the corpora­
tion at the maximum price a.nd later sell them at any prioe 
they choose. Any loss on _account of such emergencies 
will be -borne by the Governments concerned and not by 
the Corporation whose business .character must be pre­

. served •. Its powers should be wide enough to enable it to 
discharge its functions with efficiency and effectiveness. 
It should report. from time to time to the All-India Agri­
cultural Prices Council on.matters falling within its sphere 
of responsibility and should also be free to take the ini­
tiative in preparing plans of future development. · • · 

- 318. The Corporation will Iieed long :term finance for 
the construction of warehouses and for making loans to 
others for -such construction. The finance required will 
depend upon the . numb.er ?f commodities . selected. for 
price fixation whtch Will u~crease from. ttme to time. 
If, for instance, ~ice, wheat, l.ow!l'r and ba]ra are sele?ted 
for price fixation in the begmnmg, the amount of flXed 

·capital necessary may be estim":t~d at Rs. 6:2 cro~s. T!rls 
will therefore constitute the mmtmum ~apttal.Wlth whtch 
the corporation should be started and tta capttal may be 
increased later as may be necessary. 

319. We have considered whether this capital should 
be raised from the public or whether its issue should be 
restricted only to Governments. The experience of most 
countries is that in the case of corporations whose acti­
vities vitally affect the economic life of the country, pri­
vate ownership creates difficulties which ultimately force 
the State to acquire ownership itself. In any eaae, t.be 
control of such corporations has of neceRsity to ~rest with 
'he Ste.te1 if they are to be used a.a an instrumeni of Ste.ie 
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policy. The combination of private ownership and State 
control creates an anomalous position -in which the stock­
holders have no incentive and the State no responsibility. 
If the corporation is to be both an instrument of State 
policy and a successful commercial undertaking, it is 
essential that fts ownership as well as control should be 
vested in the State. 

320. We recommend therefore that the entire capital 
of the Corporation should be subscribed jointly by 
the Central, Provincial and State 'Governments in suit­
able_ pl'oportions. Since the' prosperity of agriculture 
all over the country is a matter of prime concern to the 
Central Government, it is essential that the Central Govern­
ment should contribute a substantial portion of its capital. 
It is our opinion that this contribution should amount 
to 30 per cent of the total capital plus 1 per cent on be­
half of the centrally administered area-s. The· remain­
ing 69% of the capital should be contributed by the Pro- . 
vinces and States in proportion to the area and popula­
tion in their respective territories and it may be roughly 
allocated on the basis of ~9% to the Provinces and 20%_ 
to the States. The capital allotted to the Provinces 
and States should be further distributed amongst each 
group on some agreed basis such as population, land re­
venue, total revenue etc. The following 'table shows the . 
respective shares of the Provinces on alternative basis 
of allocation. 
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t'he a.Ilocation amongst the States may also be mad<' 'oh 
similar principles. The respective percentage sha.res 
in the capital stock~ may roughly be as under :-

i.. · Central Government 

(a) on own account 30% 
(b) On account of centrally 

administered areas I% 
2. Indian States 
3. ·u.P. 
4.. Madras 
6. Bengal 
6. Punjab 
.7. Bombay 
8. C.P. & :Serar 
9. Bihar · 

10. Assam 
11. Bind 
12. Orissa 
13. N.W.F.P. 

31% 
20% 
9% 
7.6% 
7% 
6% 
6% 
4% 
3.5'% 
2.5% 
1.5% 
I% 
I% 

100% 

We put forward these shares only as a tentative basis for 
d_iscussion. They are merely intended to •?rve as an illustra· 
tton of the principle~ on which share caprtal may be all?t­
ted, and the. participating Governments should decide 
their respective contributions · by . mutual .agreement. 
The share capital allotted should be non.-transfer~tbl .. , 
and if a share is not taken up by tho _Provn~ce or State 
to \vhom it iR allotted it should for the tune bc>mg bo ta.k<m 
up by. the Contra! Government, subject to the proviso 
t~:uit it should be open to th~ Province and State in q ues­
tton to ask for its transfer to ttself at a later date. 

321. The Corporation will nPed working capital for 
purchasing and holding stocks of prorluco nnrl for giving 
loans to growers, traders, proccsRoro aud co-op<'rrrtives for 
holding stocks _themselves. The total capital that may 
be ncc(lssary will depend upon tho commodities selected 
for price-fixation, the qunntiti0s of buffer stocks the 
pricoa at which thPse stockH are purchn.s<'d, otc. If 'price 
~ixat,ion is extended only to rico, ~heat, jowar and bajra, 
~n the b0giuning nnd nn av~ragc pnce of Rs. 8/- por maund 
m assumNl,i:he total amount of working capitaTthat may 
b<> necessAry would amount to Rs. 32 crores. We J~a.v~ 
the exa.ct met-hod of financing the day-lo-d1ty operations 
of tho Corporation to be rlecid<"d by it in consultation 
-with t-ho Reserve Bank of India and the Finance Depart­
ment of the Government of India, 
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322. We anticipa.te that the working of the corpor11-- · 
tion will under norma.! conditions show a. profit because 
of the difference between the minimum price at which 
it is required to buy and the maximum price at which 
it is required tp sell. A profit may also arise on tran­
sa.ctions in import and export tra.de out of the difference 
between nations.! a.nd international prices. The a.nnua.l­
opora.ting expenses of the Corporation; if price-fixa.tion 
is extended only to wheat, rice, jowar and bajia, &Ie 
estimated at Rs. 2.67 crores. This figure does not take 
into account the losses tha.t may result due to enforolng 
the prioe policy in the event of a general slump ln prioea. 
The profits should cover .the annual operating expenses 
and any surplus should be utilized to form a reserve 
fund. In certain situations for insta.nce when the prices 
fixed for a commodity in one yea.r happen to be 
lower than the prices fixed for it in the preceding year, 
the value of the · sto.cks held by the Corporation will 
depreciate and losses will arise. It is our belief 
that over a sufficiently long period of time, profits 
and losses may cancel out, and that the stock­
holdeis of the Corporation may be able to obtain a re­
turn on their holdings ~hich is at least equal to the 
yield on long-term Government securities. In order 
to guard against the contingency of loss, however, the 
Corporation should build up a strong tese~ve fund. We 
recommend· that until an adequate reserve is built 
up, any profits arising out of the activities of the 
Corporation should be c!l.l ried into the reserve while 
losses, if any, shpuld ·be made up by-the· participating 
Governments in an agreed proportion·. This may take on 
an optimistic basis about five years. Thereaftei, any losses 
should be met out of the reserve fund to an extent to be· 
determined by the Council, and · the balance met by 
contributions from the participating Governments in an 
agreed proportion. 

323. The a.ffairs of the Corporation should be man&ged 
by a ~mall Board of Directors, which combines adminis­
trative and technical efficiency. It should take day-to­
day decisions of administration as well as plan a ·long­
term policy, within the limits of the inst~uctions given 
by the All-India Agricultural Prices Council. !he me?'­
bers of the Board should, on the 'recommendatwns of Its 
appointments com111ittee, be appointed by the All-Tndia 
Agrioultural Prices Council whose con&titutent un · , will 
jointly hold the stock ofthe CO\poration. The pe,sons 
appointed to the Board should enjoy f!> sufficiently long 
enu1 e so that they may be ablE!_ to plan the . future 
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ptograrqme.ofthe corporation in secu~ity and they. should 
be persons of high . public standmg and recognised 
integrity. 

a2:f.' The Board of Directors should con,sist of .three 
persons including the. Chairman. One of the members 
should'. have had long experience.of the management of a 
business und.ert~king. The second member should be a 
person with wide experience of banking and finance. 
The .,third . member, ~ho: should also .be the chairman 
of .the. Board., should possess wide administrative 
experiel).ce .in a department of Government. The three 
Directors .shoulfl,togeth.e); forrq the. Board and ita deci­
sions should pe taken by a majority vote. They should be 

· paid a salary which is. on a par with the salaries paid by. 
business undertaki9gs of equal importance and should be 
appointed for a term of five years in the first instance. 
On appointment, they should relinquish any interest 
that they may havl) in private corporations and should 
devote themselves entirely to the work of the corpora· 
tion on a full-time basis. The Board of Directors should. 
concern itself with all major decisions of the enterprise, 
make all appointments under the corporation and re­
present the corporation before the All-India Agricultural 
Prices Council and the Price Determination Commission. 

325. The affairs of the Corporation should be ad minis· 
tered 'by, the Managet, under the· general supervision and 
direction of the Board of Directors. He should be res· 
ponsible for the execution of the policies and decisions 
of the Board of Directors. . He should ,prepare the agenda, 
present. oases for the decision of the Board and notify 
different departments of the Corpo1ation of the decisions 
of the Board. He should keep the Board informed 
of the ~urrent ~ctivities of the Corporation, make tecom­
men~atwns to tt and prepare special reports for its infOt • 
matwn. He should have the general oversight of all 
t~e departments of the Corporation and should be xespon­
stble for their efficient working. We recommend that 
t~e Manag~r. of. th.e corporation, who will occupy t,he 
pivotal posJtwn_ m tts staff, should be a person who ·has 
actually occupted a position of shnilar tespousibility 
under Government or in business. , 

of 
3~~f£ The Corporation should be organised in a number 

h 
1 ,erent departments at its headquarters each in 

c arge of a Deputy M Th ' depa t t £ anager. ere should be a separate 
0 £ r men or each commodity such as rico or wheat e:o orT~ grouph of

1 
commodities such as millets oil-seeds, 

' · ere 8 ou d be separate departments' for each 
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important function also, ·such as finance, warehousing; 
foreign trade, etc. The Corporation shoul~ have re­
gional offices located at convenient centres 1n the l;'ro­
vinces and States so as to carry out the actual operatwns 
of purchase and sttle and implement the enforcement 
programme.· . · 

327. The· Corporation should ·endeavour to carry out 
its activities as fur as . possible through the agency of 
existing channels of trade and admini.tration. The re­
gional offices of the Corporation should work in close 
co-operation with . the staff of the Provincial and State 
Governments, in particular with the Director of Agri- · 

. culture, the Chief Marketing Officer and, the Registrar 
of Co-operative Societies of each area and should employ 
the agency of private traders and co-operative societies 
to the maximum extent consistent with efficiency. The 
Corporation is not intended to: serve as a substitute for 
normal channels of trade and administration but to co. 
ordinate them in a manner which will facilitate imple. · 
mentati'?n. of S~ate policy. It should endeavour to plan, 
its admmJstratJve arrangements in such a way that . it 
would permit the appropriate departments of the Pro­
vincial an.d State Governments, co-operative societies, 
commercial bodies and private traders to sha1e a; much 
as possible in the execution of its programme-

328. In order to democratise the working of the Price 
Determi~ation Commission and the Commodity Credit 
Corporation !'nd to ensure ~hat their operations are sound 
from a. practJc.al and techmcal point of view, it is neces· 
sMY to. assoCJate . representatives . of diffeJent. eectional 
inte!ests affected WJth these bodies in an adVisory ca. pacity. 
While we do n?t adv:oc~te the appointment of represen­
tatives ?f aectwna;l mterests on the AU-lndia Agricul· 
tural .PrJOes Council or the allotment to them of a share 
in the stock of the ~ommodity Corporation we fu:lly ap­
preciate the. n_eoessJt:v: of giving a hearing 'to thek cas~-· 
and, ?f obtaJm~g the1r advice at_ an expert level before. 
deOIBlOnB are fma~l;y:_ made. Then advice is likely to b~ 
JJlOSt useful "':hen Jt 18 rel.ated to the particular commodity · 
or to the partiCular functiOn of which they have speciai kno­
wledge and hence we recommend t~1at Advisory Commit­
tees should be set ~~ for each Important commodity 

group of commoditJes; an!l for each important func·­
~[on. These Advisory ,Committe,es. should consist of 
representatives of grow.ers, tr~ers, processors, consumers, 

earch workers and other mteresta connected with the 
res modity or function in question. This representation 
~~:uld as far as possible be organised through institutional· 
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channels, such as trade associations, c·entral ·commodity. 
committees; institutes of scientific research, appropriate 
ilepartments of Government, legislative bodies, etc. These 
Advisory · Committees consisting of persons with 
intim~te . experie~ce o~ the particular commodity or 
funct10n m cquest10n Will be able to offer advice with an 
a11thority which will command respect. The Price De­
termination Commission .and the Commodity Corporation 
should be requited to call the approptiate Advisorv 
Committees into consultation before important decision"s 
are taken and the Advisory Committees also should have 
the powet to· inake recommen!la.tions on theit own 
initiative to these two bodies and to the All-India 
Agricultural Prices Council. 

32~. The setting Up of the machinery proposed by us 
will raise a . number of constitutional, administrative, 
and financial issues which will have to be settled before 
any advance can be made. This· will take some time and 
it. is important to ensure that in the meanwhile we do 
not continue to drift aimlessly and run .the -risk of being 
overtaken by a depression. We are ~herefore of opinion 
that certain essential preliminary measures should be 
taken immediately to adapt the existing machinery of 
the Govemment of India on the lines suggested by us 
so that the AU-India Agricultural Prices Council will 
be able to take over an administrative set up which is 
more or less suited to its requirements. There 
is already in existence at the present moment a nucleus 

- organisation in the Food· Department of the Government 
. of India which has considerable experience of procure­

ment, storage, price control, and related matters. There 
is also available in the Agricultural Department 
of the Government of India, a staff of advisers 
who have a wide :range of technical experience. These 
should be utilized and fitted. into an effective 
organisation for _implementing price policy. 

330. Certain preliminary measures shoul~ be taken 
without delay.. Firstly, a Bureau of Economrc~ and Sta­
tistics should be set up for the collection ?f. reb able data 
of area, yield, costs of production, costs of bvmg and other 
factors relating to agriculture and animal h~sbandry. 
Secondly, the ability of the Government to mtervene 
effectively in the market should be strengthened by the 
procurement by the Central Food Department of at least 
ll million tons of food-grains such as rice, wheat, jo~ar 
and b.ajra which should be initially selected for prrcc· 
fi~ation, so as to oonstit\Ite a reserve. Thirdly, the Food, 
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: . C . t' . D tments of the Centre. 
Agriculture and o-opera Ive epar f India and the 
Provinces and States, the Reserve Bank o . Ol" a­
Railway and Port authorities should co-operate ~n . g te 
nising under their own auspices as well as throng pri~~ 
channels the const.ruction of ware-housing accommo~a ;on 
on a. country-wide scale. The atorage accommo a.I~>n 
constructed by the district governmental autho?~Ies 
should at lea~t be large enough to accommodate 2 mllhon 
tons of food-grains and it should be. handed, ?v~r to the 
All-India AgricultUial Prices CounCil ~when It ts set _up. 
The Government of India should also conduct a detailed 
enquiry into the technical problems relating to storage. 
Fourthly, suitable trade or other agencies shoul~ be selec­
ted and appointed, in collaboration with Provtii_oes and 
States, for the purpose of carrying out purchase a11;d aa.le 
operations in different areas on an ag.,ney basis. ~~~":lly, 
the Government of India should immediately Imttate 
exploratory talks with the Provincial and State Govern­
ments regarding the setting up of the All-India. Agricul­
tmal Prices Council and should appoint a. small staff 
for the purpose. The Council should be set up as soon as 
a. majori~y o~ ~he Provinces and the premier States e~­
press their Willmgness to join. The Government of India. 
should deputeafew officorstotheU.K., the U.S.A. and 
Canada. to study the price stabilisation policies pursued 
there so that we may benefit from foreign experience. 

331." Until the Council is set up and it begins to operate, 
the Central, Provincial and- State Governments should 
ende.a~our ~o adapt t~eir existing prioe policies and t~eir 
admmistratlve machmery for price-fixing and pnce­
enforcement to the general principles recommended by ns 
in our report. 

882. The All-India. Agricultural Prices Council and its 
two organs, the Price Determination Commission and the 
Oo~modity Co;poration; will 'thus be responsible for the 
entire formulation and execution of agricultural price policy 
in the. country. We _have indicateg, in brief, the manner 
in which these bodies should be constituted the funo­
t.ions they should di~oharge and the powers that should 
be ant.' usted to them. Their successful working in prac­
tice wtll however depend more upon the conventions that 
they develop a~d the ~cod will that they are able to create 
than upon their conat1tutional framework. We realige that . 
it may ~e c~ntended ~hat these bodies will be able to ex­
t'roise httle. JOfluenc.e 111 the absence of any specific sanc­
tions. It 18 our fR.Ith, however, that what is neoe~ary 
for their suocess~ul functioni':lg. is not 80 ~uch formal 
authority Tested Ul them aa willina oo.operatiQU amongst 
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. ·thei~ oonstituent units. Such co-operation, we he.vo no 
·doubt, will be forthcoming in generous measures in course 
. of time because of the benefits it will confer on all. The 
· replies that we received to ·our questionnaire already 
:ahow a wide realisation of the fact that the prosperity of 
·'agriculture and the well-being of tho rural popul~tion are 
:inextricably linked up with tho maintenance of remune­
·ra.tive prices ·for agricultural produce. .Apy efforts there­
•fore in· the direction of securing this objective will attract 
·universal' support .. It is our firm belief that the machinery 
which we have proposed will provide e.n administa-ative 
framework within which the Central, Provincial and State 
governments can ·co•operate in implementing their joint 
re~ponsibility'for promoting the well-being of their peoplr. 



161 

CHAJ.'TER X. 

Aneil!a~y Measure&. 

333. The policy we have outlined in the preceding. 
chapters is based on our firm belief that incr<'ase in agri- · 
cultural production can be brought about only if agri­
culture becomes remunerative, The cultivator will 
undertake improvements to his land and will · adopt 
advanced techniques of cultivation only if it is worth . 
his while, and capital resources will be invested in 
agriculture only if they can be sure of getting an 
adequate return. It is only because oltern~ttive 
opportunities of employment are few and agricult-ure 
represents to the cultivator a way of living rather than 
a means of livelihood that he sticks to the land ~tnd carries 
on production in spite of meagre returns. It is however 
one thing to sullenly drugde at an ancestral voca tio!l 
and eke out a miserable existence and quit(' another 
to .. enthusiastica-lly adopt expensive new techniqties 
which at heart he mistrusts. As it is, he is sunk deep 
enough in debt and would prefer to utilize his cred~t · 
for other, to him, more urgent needs. It is only by main­
taining prices at a level which will cover tho costs of 
farming n ccording. to improved practices and will provide· 
an income comparable to the income in other occupations 
that conditions conducive to investment and enterprise 
can be created. The net income accruing to the culti­
yator is therefore the very crux of the problem and it 
Is to maintain it that the mea,sures recommended by us 
are designed. · 

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

. the agricultural industry. · 

"335; The net income of the cultivator is the difference 
between the price he receives for his produce and the 
pr,yments he makes out of it: We m~st theref?re 
exa.mine the forces which determme the pnca at whwh 
he sells his produce and the claims for payment which 
he has to meet, so as to discover ways in which they os n 
be regula ted. 
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336. There exists It wide dispttrity between the price Itt 
which the produce is sold to the consumer and the price 
which the cu!tiva,tor actually receives. An appreciab!P 
part of the price paid by the consumer is absorbed by the 
retailer, the whole-saler, the broker and a host of ot.her 
intermediaries, with the resu!t that much too low a pro· 
portion of the consumer's rupee reaches the cultivator. 
The market at present is so organised that the producer 
suffers from severe handicaps if he markets his produce 
himself. During the monsoon, the produce cannot be 
tra.nspOI·ted ·owing to the bad condition of kaccha roads. 
and the danger of its getting spoiled in transit.. At the 
m>trket place, business is conducted according to custom 
which often loads the scales against the cultivator. The 
broker (dalal) who brings together buyers and sellers and 
assists in the sale of the produce is m~re in sympathy wit.h 
the buyer who usually belongs to hiS own class. Large 
" samples " of produce are taken fi·om the cultivator for 
which he receives no payment even if no sale is effected. 
There are hardly any arrangements for the B<>ttlcment of 
disputes between sellers and buyers in the· markt•t and 
where Panc'iuJyat1 exist, they confine their attention mostlv 
to disputes among traders. Charges are levied under ;, 
variety of pretexts, many of which are unwarranted 
a.nd are impos~d for purposes which hav~ little connection 
with the services rendered. There is considerable varia­
tion in the charges levied in different .markets.. In many 
cases, the;v are excessive and th~,re Js no. umformity of 
pr&ntice as to which of them ar': to be P81d by the seller 
and which by the buye.r. The weights and mes.sures used 
also vary not only from one Province ~o another but even 
in different tracts in the same Provmce. The position 
regarding measures is probably wmse than that of weights. 
They arc ""ually made by villa.ge artisan< a-nd are rarely 
uniform. Bye-laws prescribing the u•e of st.andard weights 
and mrnsures have bern adopted by some municipali­
ties and district boards, but they are more or kss a dead 
letter in most markets. As a result of the lack of suffi­
cient interest on the pa.rt of the ]ocnl authorities, a large 
number of weights and measures in current. nsc a-re faulty. 
This chaotic nondition easily leJHls itself to dishonest 
prR.ctices by unscrupulous persons and compa1ison of price 
qnnttttions in different markets t.hcr~forc hecomPs nnroal. 

337. In t-hese circumstances it is hardly surprising 
th1tt rather tha.n face these difficuJt,ics, t-he ordinary culti­
vatm p~efera to sell his grain to the bania or to the 
itinerant ghumar• and telis who vi•it the villages. As a 
rcault nf his natur•l inertia a-a w.ell n.a of his anxiety for 
immediate payment, he e:nters into coAtr~,>cts of sa.le with 



the wholesaler for any price that may be offered. The 
existence of these intermediaries through whose hands 
the produce has to pass before it is finally sold to the 
consumer gives special importance to the methods and 
machinery by which the price policy is made effective. 
_If the minimum price guarantee, for instance, is made effec­
tive only at a few centres in the country, it will provide 
a floor only to the value of the stocks held by the inter­
mediary leaving him free to give any price to the cultivator , 
that he may choose. It may increase the tendency 
towards profiteering and the cultivator will receive no­
advantage. 

338. It is for this reason that we have recommended 
that the State should undertake to purchase at all the 
important markets in the c.ountry all stocks offered at the 
minimum price. This will. break through the inertia 
of the cultivator as the nearest market town will be within 
a re&sonable distance from his village and he can easily 
sell hie produce to 'the State if the ,price offered by the 
trader was too low. Adequate arrangements should 
·be made to give wide publicity to the minimum price 
fixed, and to the nearest markets at which the State will 
buy the produce, so that the cultivator may have an in­
centive to hold out for that price and make no sales below 
it. It should be the constant endeavour of the State 
to secure the maintenance of market prices all over the 
pt·oducing at~as abo~e the min~mum price fixed.. ~t 
should have its intelligence posts m every area, and tf 1t 
finds that the price in a particular area is unduly low, 
it should at its discret.ion make pur.chases in that Brea. 
at the minimum price, so as to force up the market price. 

. I 

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

340. At the same time, measures need to be taken to 
improve the existing system of marketing. We under­
stand that the whole question is at present under exami­
natioa. by another sub-committee of the Policy Committee 
on Agticulture, Forestry and Fisheries. We therefore 

. only indicate in brief the two main ·directions in which 
progress is called for. Firstly,. regulated markets need 
to be established in all important market centres in the 
country and arrangements made for licensing of dealers, 
standardization of weights and measures and grading of 
produce. Secondly, marketing needs to be organiseq QQ 
co-overative lines, . · 



341. Regulated markets 'hnv!l been in operation _fer 
sometime in Madras, C.P., Bombay, Hydel·a~ad_, Gwahur, 
etc. and they have been responsible for brmgmg about 
, a number of reforms. The legislation in the different 
Pr~vinces and States however follows different patterns 
~nd does not cover the whole field. In Madras, thf' 
Act refers only to commercial crops which are defined 
as cotton, groundnut and tobacco. In Bombay, Sind 
and Punjab, the application of the Act is restricted to 
specified commodities. .In some cases, the Acts are 
extende~ only to particular municipal areas and result in 
the div~sion of trade to neighbouring unregulated mar­
kets. The licensing of premises fot purchase and salo 
outside the market yards is also permitted in certain 
oases and it renders control over the activities of trade1s 
more difficult. The facilities provided by the mat ke~s 
vary from place to place and Province to Province and m 
many oases, sheds suitable fot trading and godowns for 
storage are not available. The representation of the 
growers on the matket committees also varies from Pro­
vince to :Province. In Madras, it is not specified in the 
Act and is left to the discretion of the Provincial Govern­
ment, while in Bombay, it is laid down that it !fhall not 
be .less. tha~ one-third of the total membership. The 
legtslatton m Central Provinces, N.W.F.P., Hyderabad, 
Baroda and Mysore provides that the growers shall have 
not less than one-half, while that in the Punjab provides 
that they shall have a little more than one half of the 
to~a~ numbe; of seats. In spite of the defects in the 
?X1Btm~ !egislation, it has succeeded to some e:x:tent 
ln abolidshing unauthorised trade deductions fixing broker· 
age an commis · h · • 
!arising standatdlon ~ atges at reasonable levels, povu· 
for the arbitra . wet~hts and measures, and arrangmg 
information. tt_on of disputes and the supply of up-to-date 

\ 

342. The exp · . h. 
time d t enence lS t us encouraging and it is noW oua comprh . 1. a· all the p . e ensJve eg1slation should be p~>sse 111 

kets for :uv.m~es tnd States, establishing regulated roar· 
The mark :gncu t~ral commodities in all market towns. 
requited f:r t:~:mlt~ees should provide all the facilities 
men of th ng,licence the traders dealers and middle· 
ditions la~da~~ and require them to ~onform to the con· 
prevent unw wn. Strong action should be taken to 
and interme:.rr~nted deductions by unscrupulous traders 
should providar;es. The constitution of the committees 
which should 0• · 

01 effective representation of the growers 
membership. ' 

1
Thno case, be less than one-half of its. total 

s4ould be oarefulle are~ of operation of the co~rotttees 
. ~ def1ned EO as to prevent evaswn. . 
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. 343. The regulation of markets on these lines will 

provide a much needed corrective and it will create con­
ditions within. which_ t]!_e cultivator may expect a fair 
deaL The ultimate mterests of the cultivator however 
lie in the devel?pment _o~ co-operative marketing. It is 
only when cult1va.tors )OJn hands, pool their produce 
and _grade .Md process i~ _liefore sale, that they ca~ 
obtam a fair return. Th1s IS the only way in which small­
scale farmers can secure, to some extent, the advantages 
of large-scale produ~tion.. While marketing on a. co:opera­
tive basis is being practised to some extent, it is still in 
its infancy and the produce marketed through co-opera­
tive societies amounted in 1939-40 to only Rs. 1 1.4 crores. 
We understand that the Co-opeu:..tive Planning_Committee 
has chalked out a detailed plan for the development of 
co-operative marketing, and hence we do not make 
detailed recommendations on this subject. 

344. While the. above measures will strengthen the 
position of the cultivator in his dealings with 'whole-salers 
and other trade intermediaries, they may not prove equal­
ly effective in cases where the cultivator is obliged to part 
with his produce to the local money-lender or land-owner 
from whom he may have obtained credit. The local 
money-lender usually combines the business of lending 
money with that of -trading in village produce and his 
advances to the cultivator are usually made on condi­
tion that the produce is sold to him at a low price. The 
money-lender or the land-owner who make the advance 
have usually at the back of theh minds the hope that the 

_cultivator, harrassed by the high rate of interest that he has 
to pay and the low price that he receives for his produce, 
may eventually be induced to part with his land to them 
on favourable terms. We realise that the village money­
lender plays and will continue to play an important and 
useful part in the credit structure and that the rates of 
interest charged, though they may appear excessive, are 
to som c extent justified by the high degree of risk that 
characterises the business. He must not· however be 
free to abuse his position and exercise undue influence 
over the cultivator to prevent him from selling his produce · 
in the open market. It is the very ·essence of our pro­
posals that the cultivator should be assured a reasonable 
income in order to provide him adequate inducement 
to expand his production, and it is necessary to secure 
that this is in no way rendered difficult by his contrac­
tual obligations with financing agencies. We the, efore 
recommend that for any produce which the money-lender 
or the land-owner or any other party may take over in 
repayment of ~he loans advanced by them, they should be 
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required to pay a price which will in no case be lowPr th~n 
the minimum price fixed; and in any suits that may a!'IS" 

out of such transactions, the courts should interpret tho 
contract on this basis. 

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

346. In addition, an alternative agency to the money­
lender should be set up for providing credit to the c:ulti­
vator. As the A!!ricultural Finance Sub-Committee 
state in their report : "there is little doubt that if every 
agricultural producer who had need of raising funds 
could approach an ag~ncy othe1 than that of the private 
money-lender and be sure of obtaining for all reasonable 
purposes finance on reasonable terms, the charges made 
by the money-lender and methods of business adopted 
by him would immediately change for the better to an 
appreciable extent. " In pursuance of this idea., 
the same sub-committee have recommended that in Pro­
vinces where the co-operative credit 1ocieties are un~l>le 
to meet the needs of the cultivators, separate agrwul­
tural Credit corporations should be set up .to provide ~II 
~ypes of agricultu1 a! credit. As regards long-term credit, 
•t has recommended that in Provinces where land m~rt­
gage bank" are not already in e~istenoe, the corporatiOil 
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should; after old debts are adjusted, lend money against 
mortgage for purposes such as purchasE' of durablE' assets 
and improvement of land. As regards medium-term 
credit it has recommended that it should be gtanted against 
a specific ch~rge on the equipment or-chattel purchased 
out of the loan, reinforced by collateral mortgage. The 
implementation of the recommendations of the Agricul­
tural Finance Sub-Committee may be reasonably expected 
to meet every type of financial need of the cultivator. 

347. Besides the price that he receives for his produce, 
the net income o£ the cultivator also depends on the pay­
ments that he has to make in the form of land revenue 
and rent. It is the balance accruing to the cultivator 
after all claims are paid that is significant as an inducement 
to the cultivator to increase his efficiency and it is there­
fore important to maintain land revenue and_ rents at a 
reasonable level. Tlie .increase in the income from la.nd 

--expected from a 'policy of scientific agriculture and 
remunPrative prices will initiate a tendency towards 

· inmeasing revenue charges a.nd rents in the future. The 
StatE' is entitled to some benefit through increased land 
revenu<' in view of the large expenditure of public funds 
by it for assisting a.gricult';'ral. ~evelopment. S?me in­
crease in 1 ent may al8o be JUStlfmd so that the Investor 
in land may not be at a disadv~tntage compared to in­
vestors in industrial s.ssets. But such enhancements 
in revenue· ohR.rges ·and rents should_ be regttlated on a 
fair and equitable basis so . that. ~he incentive . to t~e 
cultivator to increase his e~fiCI~ncy and expand his 
production should be fully mamtamed. 

348. At present, the system ofland revenue assessment 
shows wide variations in different parts of the country. 
The most important is the major distinction between 
zamindari, ryotwari and Ir:'ahalwari systema; Unde~ the 
zamindari system, the umt of assessment lB the village 
or the estate and the land revenue is a fixed s';'m.payable 

-in perpet.uity or for a term of years on the prmmple that 
the State is entitlPd to a share of the rental. The share 
of the State varies between 9/lOth and 10/llth of the ren­
tal in Bengal, Bihar and Orissa and between l/3rd and l of 
the rental. in Madras. Under the ryotwari system, the 
field is taken as the unit of assessment, and the land 
revenue is usually based on the 'net produce'---a term 
which has different connotations in different Provinces. 
In Madras, the net produce is determined at e.ach Settle­
ment which usually takes place once in 30 years, by 
estimn.ting the money value a.t the prices pr~'>vailing during 
the preoedin_g 20 years of the normal yield for eaoh ty~ 
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of soil assessed after making s'!itab!e deduction fa~ se~so­
nal variations, unproductive areas, costs of cultiV(tt!O~, 
etc' The share of the Government may b~ up to 50 Yo 
of the 'net produce'. U~der thn M~hal~ar1 system,. the 
assessment is based on net assets , whwh n.re defwcd 
as the estimated average annual surplus produce of a1~ 
estate after deducting the expenses <in acc?unt of culti­
vation. The estimate of surplus produce IS framed by 
taking into account the actual share .. of thc,ptoduce received 
by the landowners. The result is that 'net assets' are 
calculated. on landlords' rentals a.nd cultivatms' profits. 
The maximum demand of the Government was originally 

, fixed at 1/2, but was subsequently reduced to l/4th. 

349. It will thus be seen that there is no uniformity 
either in the basis of assessment or in the proportion 
claimed by Government. The Taxation Enquiry Commit­
t~ll, 1929 (Report, p. 85) make the following remark 
in this connection : "The basis of assessment is defined 
under present arrangements in a variety of ways as 'the 
net produce, the net assets, the economic rent, the rental 
value and the annual value. Sometimes two. or more 
of these mean the same thing, sometimes different mean­
ings are attached in different places to one or the other. 
The original settlements which were based on a great . 
variety of factors, such as crops and soil values, and 
the expenses of cultivation, have been replaced by te­
aettlements, which are based on prices and general eco-. 
nomic factors. In carrying out these resettlements, an 
increasing degree of importance has been given to annual 
value as ascertained by· records of leases and sales. and 

.. .:: other. similar factors. " 

" 350. S~ 'Manilal Nanavati and !!L. J.J.Anjaria, .in .. 
. The .Indian Rural Problem·~, indicate the direc~ions 
m wh10h reform of land revenue may be brought about,. 
as follows•: " Land revenue ought to be whatever it may 
have been in the past, a share claimed by the State with 
?ue. regard to the taxable capacity of the party paying 
It : It must b~ levied in accordance with the well-known 
f~~~lns t~~/all' and ~quitable .ta.xatioi:t .. This implies, 

~· . unecononuc holdings should be exempt from 
t~txah?n ! secondly, that the taxation on land should be on 
tbheeapnn};l.Cllplt~ ?tf probgression, and thirdly, t. hot-there should 
· e as 1c1 y a out 't b d 
in view of di 1. 

1 .s ur en as well as p>ocedure · 
verse o lmatlo and price factors ". . 

~~------------~--
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. Bill. Efforts have recently been made by some oi the'~­
Provinoes to improve their systems ofland revenue. Tlie 
Bombay Land Revenue Code (Amendment) Act was 
passed in 1939. This Act provided that 'standard rates·' 
for each group of lands should be so fixed that the aggre- · 
gate assessment on it should not exceed 35% of the pre­
vious five years' rental value, The Punjab has tried 
to make land revenue elastic by correcting the revenue 
payable in the light of the relation of the average price 
to the computed price during the preceding two years. 
The revenue payable is also correlated with the ability 
of the tax payer to bear the burden on the principle 
of the income-tax instead of levying a fixed charge on a 
given piece of land, irrespective of the owner's economic 
position. The Punjab Land Revenue Committee ha.s 
observed in this connection, "The one most consonant 
with modern methods of taxation would be to levy a 
special tax upon agricultural income, which is exempt 
from ordinary income-tax, This has just been done in Bihar, 
and if it were done in the Punjab the income-tax system 
would. furnish the necessary analogy and model. Each 
landowner would be separately assessed · according to 
whatever rates were imposed, and assuming rates gradua­
ted according to his income, his non-agricultural income 
would presumably be taken into account for determining 
the appropriate rate", In. Bengal, the Bengal Land 
Revenue Commission recommended the imposition of a 
tax on agrioultmal incomes, and a tax has accordingly 
been imposed under the provisions of the Bengal Agri­
cultural Income Tax Act, 1944; it lays down different 
rates fol' joint families, rulers of States, companies, firms 
and other associations of individuals. Assam and Tra­
vancore also levy agricultural income-tax on a progressive 
basis, and Madras contemplate the imposition of such a 
tax in the near future. In Sind, a sliding scale of land 
revenue assessment based on the average market prices 
of the season has been adopted for lands cultivated with 
wheat, rice or cotton . 

. 852. We are not in a position to make detailed re­
commendations regarding the reform of the land revenue 
aystem. What we are concerned, with is to emphasise 
the need for fixing land tevenue in a manner which will 
give sufficient incentive to the t;ultivator .t-o undet take 
agricultural improvements. In thts oonnect10n, we are of 
opinion that the introduction of elasticity into t.he system 
firstly, by linking the assessment with the prioe-levei 
and other economic factors and secondly,' by the cor­
relation of assessment and the ability to pay on the prin­
ciple of the income-tax may provide useful lines of 

•pproaoh. 
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I 3.153. _The svatCI!l of ,t..nnr<~-,a.n,J.-.the teri!ls_:on :which 
l'; ,"! ~ "> '"I <•', ._, -"'.. ' •' I -•" , , • • o • • 

,tlh~ 1a1_1\l::i(l. hlll<j;,by;t~e. oulti~•~tor e .. rc.al~o. fltc Mcm;v,e s1gn~-
. ffcB.nce~ · · Th~. ,sy.<~tem& 1>f tenure prevalent in ,tile -diff!JiP.Jlt 
:p~rt&' ~tt.h£.,~mitiy c_B.~ gqnerally be,·grouped in:to ,tl1r"'? 
I)l~j~l; ptt~gorre~, : ~}l~o p(lrm_anen.tly ::s~tj;leP,, •• a~~t<?IDyo. ~hf' 
t~Il\P<>f,MJI.~ ~e~t!e~ 0 .a~stemn and, ,j;h~;. r:fY?t_wa.J:l,,, ~yst~m, 
'J;hli, tb,r~e s~~t!}m,s h'!-v:e gn~ Jl'ature _ ~ ·com~o~- ~-~z,.:.: ·"~;; 
?~cupaJ?.cy,; r1gl;t~cb,olde~ . ~,h(l' h_o~ds. h!&: land • on ·a,,per-ma.­
'!'¢n,, a.n_li.P,.~~t!1-b!P·: ~1'\\]lre, Nl'\th ):igh,ts pf)>ranafer. -., P.nder 
th~ .~yo~':""'r}.nsYate% ,th,e ,qoc.upanlJY;~ r1g!J.t-h_glder .. _p11ys 
la.Il~di;ev,eJ1u~,t,q tb,f? ;,(}overm:no11tc1Nh1~e . und~r5 .the: otl!e.:r 
~wo,.~y~~e-m~ jje, .pays; ~.(ln.t .~£fjth~,-p~op~etgr,~qf ~hil e~'(;al(e 
~ ~(,l,me ~as~s:dir.~!'t~y, ~nd;i~ qt-l•P.r cu_aes t!J.rO.ugi~,a ,_nu,r_11b~~ 
<:>tfu,~t:m!'dia~e J;lghj;.-h~l<Je~s.; .. _~he, o_cc, llJ<ancy right,,hqld,.;~ 
goes .~o~,,!1-hy~ys ~l!lt~r~t;rl ~h<o;,la:qi}; ,,hup.self,c ~e-.;m~>-y 

· lea.se.,ik 5'Jit;,1i_!b ten,":nts-~t·will~rw¥~ have_; ,no ,permanf>nt: 
rigi)t,a,rin.tth~ l"'n\1.." 'f.)le r~"pan~s-at~will,~I<>,.<?f~en :!>ot­
without, !and.s;.o~ their, own,.,>flld_.};J?,ey yqr:~ :"a: 01y1~eh 
O~J~lV~t\lr~,~~_;:s_o'»:e -~~eld,i< .a nil _-ti'n:O:nt:-cUJ.ttvn. tOl'FJ: !!l"·.o!\Jl<>ra,! 
'l;hl.', ~erms. pq, wh•!Jh,, tho :ten":nt,c.pltl_'\l"atot•-h()lds,. th": •l!!'!P.. 
fio,mzth~:.\'oi'R-P,;;J}~Y-;~~pht.'P.oldcr,;y!'.ry Jmm: ]?rov!n~e-:to 

· P..rnT.¥Ic.fl, ,., l,n ~h~, J'??J11b .. ":fi;d ,S~d,,:·th~· :great .. .maJO~Ity 
o_f; t)f~m-P!'Y rjfl).tul~md (batat) and this generally !LID(;Junta­

t~.:.'¥~Jfct~c pfq~ijce, ,}f!llengBJ1~~nd.,r_the B(trg~: syat~!?h 
wl;ll}.'~IC~~!d~ ~opif.J:v.er .. on!lcfiftli_"of ,the ;c:mlj;iya~~d tan!lr: 
tb!' . . ,orov. W. ~~ar.e4. eq_w):~ly :_:bet"'ee~J• tjle,ocnup_anc:~(-n_gh~:.• 
h9l<;ler ""'nd ~!Je .bar gada~; thougli,tl;l,e.Bongd :Land R~Y:mnFP: 
CX>tiun,iimioii i'ecbmm~liden: Jly~:~: iriajoiit.Y.::that,. th~cre!"~, 
shoul.ji be J~mit<"<!-.·ro, one.~thiriLoLth<i .gros(< pro.du.ce; .-In, .. 
~ih'..:r;,: th~;,:#9p::q-r,c~p;•noY;, ;xot~~ .RaY:,. !ari81ls ,, \d~a'!·:~{, 
pr()dll.ce.-rnnts, .. aAd ,un.d~;~hf: h~ta.L Ayatem,the• tenants~~ 
sha~e' yarie~,.\"rom one-half to rine~thhd.:; .J:n. OriSS'l-',:.ca.sh" 
r~nt~. are . . If, oominoil_featli.re." bat a . r:cnsiderttl:Jl~, ar-:.a . .'is, 
a~so P-el~, ~n prv¢hice-re{}t .. ·In :Ma.Q,~af!, .. mlrl"r tlle:'~,Varani-r 
System,, , : t)le tenant pa. Y'l• ~ .!!harP-, o£ ,~he; . .<;:top, [l'S,c re11t r 
w.~ereas umi<)r:f.he. ~ Kuthagai~'· ,_system,.~' pays a.,,fif<oedo~ 
B\lOlj~ ca.sh or. a fixed aniouir& ~Lprodnce. ,r III; Bom!;>a.yt., 
hndM are leased ~ll a crop-sharing rent, With ~he. re~.uJt-, 
th:"_t if th~. tens.!lt .sow:s improved Sf'ed or ntiliaeR manure 
or·~~D.l~~<lY,R~'t>ttr.~~·l!"hou.li.:;t~ lil!-Pr?~1 .. th~ _Ian~, th~n· h~lf 
or __ tlie ,mc-r"a.•.ed_ ,tn'od~~tJO]l_ so::·obtnn~e<l-at :hl8 coe '. gous . 
W t~~ Tandl'>rd .. · cT?-~ etffi~.~"r:t',onrre ~om~~<i\TP:n•ncy ·. 
Aet . m ,lO;t l __ · ha~ how"v"r 1~p:r'!vetl: 'the"JiOSltion; ·of_ tbP. 
tenant 'to· eome'·exteiJ.t .- .. ·· ·, ·-- '" · ... ·.' ........ , · 

:-:.: ~~-.7 _-_;·,:---. .:_ .. • •. -!'"'. :~,: ... 'i" .:~::-::· •. .:. . .-·:·~--

·. 35L Tli~e~ Ji~es: (Jr' O:ppf~a~h' a-rP. gerierall~ · ~ · - td ·. 
toW'a:tils~,th,e. ~olution .~f jh~' prohkni :of···· 8 ggc_~;e .; 

.. •. . _. , , . . . . ., . .. . . .. .. T<1C~UC1 Inf.L • . 
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'existing' proprietary· ·rights' in -land·' !With . requii!emenlil of 
·efficiency.• ·.-Theso···are ·•<the ; conversion ;ofi -rents·' in: Jrind 
into.umoney•:•terms,-'·the"•regulation- iof .rents' il.nd.:nthe 
reoo':lstructio,n ?f the legal fabric oftheJ!Itnd:_ system.·.·_w~ 
U!l'·':-·u; J:l~ c··:.:·l'·.··- .. ,;•,,_:.·:- !::':.J ·:.•': ~-.1 ·_;-~:_!::; t!·:'.hi';ft,! iO 

te·;~·r.-u;_i -1~ r },._ !·r:.:.: :i~;·~··T ;-J·.' ·,-;•-,r;r.,_·,rr '·r. flO! d ··F·i·_1 ··~ 
£·' 1 ~5_9· .'F~stly, it, is sugges.t~!l; that."'~ effort;sho~ld::"6_e 
1nad,e_ to fil!;,re~t~ 1'!' money mstead of II\ ll;in~.,_,: ':!-'h,e pe.y,­
men,t l:lf r,ents .m J,u1d, ,whethe.r ~h.SJllY pr p~,tr,~ially., .we.s·· 
pf.~_ome,&dvantag_e ,to; tile, cultrv:ator_i,n periods .of f&lling­
,p~i9es1 P\l~ Ufder. a,,systepl'. t;>f fl,l!;ed l'rices and .~cie.lltifip 
ll:gr1~ulture, ,1 1t ·w1l,l, .P~ly, '· opera~e tq .. the , benef1t , !JfJ ,-t~e 
rt~nti\lr .,'l)'b,O wm. ,z;ecem(, IDRreaset,l rent~ ,witjlo,uli .4avtng 
,dolle 11n~hil'-~ to fl-~se.rye ,it .. , +he ,epnv!"i:sion,of t~e ,ren,t 
fjxli)d; jq. ,kin,d. ),JltO,;; 1!10)10y ; ,t!JIII!S, I;, '?Th; :th(l,, basis.,: pf 1 ,t)l!' 
!".v,erage price ofthe produce .. Qver &,'long, .p~rjqd' _of,yea,r~, 
gC,o~ .'/<J;l<f: P,ad, will pJ;O'Ci~.e ,~n !t~.sqr(l!l, :~!\C\1¥J,fl .tq ,- ~9 
rentjei: .. a~ ~h~ _level, to,. whiCh, P'l' has beeiH\~cu~tpl!let;l,, .in 
}h'! ·,pas~,; and, will lell•\"". to the oulti_vat()f, ,any,inorenients 
~h~~ .. Illay • ~tsult; fi:o~, 0 )lis_, (jff<nts . , ~~.1 l/P:P~(l.vi!lg;.:~b:e 
.~f!~q~~~C?Y1·f ;Pr94uq.~I9;n .. ~ ·; ·.:··~·::r:l ·t·::. 'PJ.\1.!-J·:Jfq 1111-JI . hn ,1J 
~idif') Ji!1-lilc1 t--~.>'.TPII/1: fhJiWdil,..-[(1 j,ICC {lrf<!Jl·)1'j 1i·.·r!J tJ) 

'Hi56.'' •se&diidly,''dpce_ ihe'rents''are''tfxeci•ful .termw''Of 
n'l.otHiy; they• ·should !Jontinue ~~~~ remain ·:u:nchlthgll'd' 'foil' i. 
speCified' 'period, and' changes may be ]:>erniitted thereafter 

. onl:i':on 'applicatio~'- to a'n~, oonsi?erf!-tiori ,by '-II': tribU:nai 
specially appointed, for the' l;'~rpose. •· fhis trib11~alshou14 
take' into account' all the· mrcqmstanoes ·that· may ha-ve 
oontribut~d :towards t,h'e improvement ili the 1

- prodiu)tiv~ 
de.f>acitt"bf:.'th<l :}iirid1 '~n~' then '~e,cide ~~etli~r.: any' eri' 
hlincexrient· in the J;ent· 1s·c~lled f'or.'. While_ the ~tiltiv~~:tor 
sliorild be 'able'~o re'tain permanently 'as large'& share \;>f 
the•i in~reiii~ilt' 'resulting' from' his" iilitiaMve·' and' _erite'r'­
prise ctM'probabla · oorisetjrtences • 'iif tjl.e refrisa1 'of a 'shar~ 
it'!' the'increinent·'to the ·Iandco'\vner: canl)ot 'be igriored. 
M'vestfuentLiri ''J,{nd 'and'' inve?tihe#'t' 'fti ,. ;industry'c are 
cortip~'titiv'i;~ 'ari,d}he' v~Iri~ !)ry.:~d l~as; t!'>~ ~e )erDiit~ed 
td'-'· !isd ',to '·some·_ 'lx~e!l~ ')vith · 1t1?~ea,~e m; tts prodU:ctiv~ 
ciipacjty it1'the sa~~ 1"ay ~~ t.he v,alue (i~ s~are~ rises, with 
i'nc'reased 'profitab1hty of _mdnstrial concerns'; otherwise' 
in;Jestment -_ iil - '!arid'! may',: receivif' 1>: ~~et11Jackc !i rti 
coneid~ring li.ppliclitiolis 'foi· 'iinhanbeirient 'bf '-hints','' Fth~ 
tribunal should therefore allow a certain· shiire''of ''the 
inorea:sed pr,oductiv:ity -~~thela~d.to th~.l~n?--<_Jwner~the., 
major share, howevrr ~mng .Ie{~ to the :·cultry-ator;<' The 
Bonii>~Y'T?~.a~cy' !ct' bf 1941;-':ts a11 example of t.his type 
of'.leg,sla:tion:.· lt .!Q.ys -do.wn ·that, a ·Iandlbtd camiot 
resttme' lit rid fr,om_'Ai~t-i,ii~' : ~-~riants :for :a ~eri6,d _' o:r; at 
least' 10 'years an1 cn;n11ot ~ncrease ,tbP. ,TOht except when 
bb im.prove!lliiilts 'iit~'cltrriod 'out·'at 'his 'e:tpen'se. '"'' : ·- · ,, 



357. Thirdly, 'while these interim measure~ are being 
·taken, long-term adjustments may be made m th? sys­
tems of tenure. '.As Tawney has pointed out, even m ~he 
Europe of the ninteenth century, "the reconstruct!O? 
of the legal fa brio of the land system preceded the mod~rm- · 
sation both of productive technique and of the busmess 
side of farming ; nor in the absence of the first, would 
·the two last have been possible ". Since the beginning 

"'of this century, agtarian laws have been passed in. most 
countries, their general principle being that " the basis 
of every nation must be the· peasantry and the· latter's 
welfare depends upon the distribution of the soil which 
its members till". The measures taken have. varied 
in scope according ·to the requiraments of the situation 
and the pressure of public opinion, but the general pat­
tern has been similar. They have included restrictions 
on the transfer of land, protection of farm properties 
from attachment, prohibition of sub-divisio? and frag­
mentation of land, fixation of rents at low levels so that 
non-cultivating landlords may have no incentive to hold 
land, and purchase of large estates as a . prelimina1 y 
to their break-up and distribution amongst small culti- . 

-vators. Legislation on similar lines directed to establish 
the cultivator as the owner of the land which he culti- · 
vates or alternatively as a tenant holding the land direct­
ly from the State has been suggested in India as well for 
some time past. The Bengal Land Revenue Commission 
have recommended the purchase of the interests of the 
lan~-lord by the State and the replacement of the Zamin­
dart sY:stem by a. system whio]l will bring the cultivator 
into direct relation with the State. The Famine En­
IJ.uiry Com~ssion have made two important sugges­
tiOns, ~ne bemg the organisation of cultivators of small 
farms mto multi-purpose co-operative societies so that 
they may help to " promote collective bargaining between 
large land-holders and their tenants and establish he11.lthy 
t;mancy condi~ions " and the other being the organisa­
~Ion of tenants mto co-operative 1ent societies, which should 
take o~ lease land from large land-holders and let it out 
to t~eir . members'. Sir Manila! Nanavati has pleaded 
10 hi~ nnnute of dissent to the Report of the Famine 
Edn<j.Uiry Commission for outright abolition of the Zatnin-

art system .. 

. 358t: We·do not propose to enter. into a detailed exa-· 
mma ton of th · · . th t e Issues stated above, but wish to empha-
~~e . athftom our point of view it is the tenant-cultivator 

0 
.
1s e crux of the situation and it is his interests in 

~ar~J?ular that neAd to be safeguarded. I tis he who takes the 
ectsJons as to what he should or ehould not grow, what 
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seed and manure he should use, a~d what improvements 
he should offcct in the land. The occupancy right-holder, 
the holder of superior rights and the proprietor may often · 
be absent ; even if they are present, they may or may not 
take interest in the cultivation of land ; and even if they 
do take interest, it is often likely to be negligible. Under 
these circumstances if they are permitted an undue share 
in the prosperity resulting from the efforts of the culti­
vator, he would have little incentive left to undertake 
measures of land Improvement and adopt modern tech-

• . • I . 
ntque. , 

359. While the cultivator has the right to the assis-
. tance of the State hi securing for himself a fair return for 

his enterprise, he also has the duty to pay a fair wage 
to the labour he employs and to maintain adequate stan­
dards of management. If tqe State takes necessary 
measures to maintain prices at a reasonable level and to 
secure that the cultivator retains as large. a share out of 
the prices_ as possible, the Stat.e must also undertake as 
a. corollary the obligation to protect the agricultural la­
bourer from exploitation and to exact · adequate stan­
dards of farm management. : 

360. The problem of protectmg agricultural labourets 
is now of some urgency. The number of agricultural 
labourers is increasing owing to sub-division of hold­
ings, mortgage and transfer of land, decline of cottage 
industries and ?ther causes. T~e e;ra~t nu~ber o~ land­
less labourers tn ·the country IS diffwult to estimate. 
In Madras, their number has increased from 345 per 
thousand persons engaged in cultivation m 1901 to 429 
per thousand in 1931 and it has presumably risen further 
since then. In Bengal, the landless proletariat increased 
from 1.8· million in 1921 to 2. 7 million in 1931. Taking the 
country as a whole, the number of "landless day labourers" 
which was 7i million in 1882 increased to 21.5 million in 
1921 and 33 million in 1931*. The number of landless 
labourers alone will not however give a correct picture. 
A large number or'oultivators who hold small pieces of 
land have to seek supplementary employment as labourets 
elsewhere but they are not meluded in the defhrltion of 
landless labourers. In many cases, cultivators who have 
relinquished their holdings to non-cultivating money­
lenders and landlords and become their tenants on 8, 

. crop-sharing or rent basis also have to supplement their 
income by working as labourers on the farms of others. 



The•exrstence of. .il;•:Ja,'rge proletnrid who dep~ml' fo•• their 
livt!lihoed:upono.t!:te -wages' that;·tht•Y ·art· pn.i<!. :mu.kes ·it 
ess~nti_abthat· speoiru.J·measures should be. taken. to. se'cure 
that!. the '!Wages< paid' are··higb e11ough: to enable .them t<i 

-:maintain·•a•-reasonabla ·standard·:ofliving;:. >·o•·.,·i ...... 
,;:-1bJ!TJ -•tidi!:!i\.!.J .. HI-·;d :JJ "Jh;ld L!.·-';j.-, ,_; !~· _;,_·:~·---·-'!."_·:~·:1 ·-! 

.. ,,36-L:uThe ;level:oLagrlcultural twages-varies fro:m ·Pre' 
vince td ·Province ·and they 'are· paid ·soruPtim<·~·, in icol!h · 
aiui•·sdmetimeg.tir\. kind: .. ·.•In thli'U.Pl;i th'e•·laboure.rs rioC · 
ceive one•thirteonth of •the• bs;dey,.crop 1\.ndi oile-•i:xt<c<"nM• 
of the wheat crop, while in the Punjab one-tenth .of•*hf' 
grain crop is the custom. In Bengal, annual wages 
'II'B.r:y.fro'm ·Rs:Sj,:to-.Rs.-~24'/-•whihin Bombay} they ·range 
frem.Rsn25/~ oni\mirrigated.land,to Rs; •31/- on irrigat,;d 
land: ·;fl'he•leyel of wages bears•Bhme Telationctn rthe level 
·Of, .. prieos; [bUt" incteaset:in I 'Wages JUSUBlly·•lagB'· behind' inL 
e~easeoirn pticest ·!l'he·,fol)bwing figures•.fc~ ·Bengal given 
by iPro£.-:- Radhill· KamakMuksrjeq on': ·his·'book •,'''La-nd 
l'roblems·.of India/! illustrate•. the ·position·.··' : "·'' · ·' 
r= • .ro: 'J,~:r·.:•h!·raJ (J_::O:iJ! J·~uJii .;~dr"": ··~~:: .r 1t • i 

8l l.'.ovli:;oi,,,, '"JJ J·,··Daily Wages.·''·''· .. , .. . . :.· 
f_;.;:;Ji1 'J .• i;;J:ijl'.•.!J/..J :·_;.::~.! •); 7:;,;·. ·,,.,,.•:· ·II ; ,· .; ,•J 
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.ba :a, time·lag• :OOfore .wagea.oompletely·adjusttthenisel\'i,i! 

.to,regula,ted-•prioe-s; and (e}.tha.t iil·<anycoasff,iiwagoo will 
r~main at a. inuoh•higher'leveJithan: befora·the wa-r:'<>'wing 
, to' Jnoreased.:dem(tnd for,lnbollr •from, industries .. ·d d o;il "r 
t.-· r·--.f.·qu/ •·rii .'l'Jil''nq :i·1r,·i ·r.o J·;--cr:'~-~"! ni >1brrrrnq 7,-1rr~w.i 

363. We are of opinion thatw·though ;rrwage11i na-vEl· 
remained at a comparatively high level during the war 
period,,. the,. po•itio!l- ,-wilL change, •with •ldembhilisatioii<- of 
~med personnel and slowing··"'downr of ~he tempe ofl lind~ 
.ustrial production.,"' In .the po~t-war: period, ;after develop:! 
mental plltns ·have got. mto str1de,.·demand f®.Jabour rwill 
increase : but .. in,: the, interim i !period;: thei-<ii lUll th·EP danger< 
tha-~ agricultural; ;wages .may ·remain, depressed ®nd ;faU 
more, rapidly,. than. the,fall in .. prices• beoause,of tha:11n<> 
organised ohara.oteri r &nd: rctmsequent• laok•r ofr -bargaining· 
strength. o£ agrioulturahlabour .. i The~ existence 0f, a·. ~arge•, 
class .of landless· Jabourera ili'ving :on, ·the tmargin,, of'· 'SUb"! 
sist<inoe,: adds rtor th&·:, in~>ffioiency ,of, agriculturer> ,It< •is­
tl),erefore, neoessarJL·thati •the:. State ·should! intervenei1ont 
behalf of,agrioult~al'labouri :and·-securerfor i;hem ra; rhlni•r 
muin~wagtl which win at least oover·their-cost•ofliving.•' '·' 
.rnn'r'r. ..-;r:~.-;Jr,_,rf ·:., ;E,·r,-[,,:~·.•.::; IJ'!fli'!fnim .l•ii.·d·~·l:\. w·-lZ n~-
' :;364..,, Regulations of -agricultilral··wa.ges: :is part of. 'not--" 
mal ·St11te policy .in .. many; countries-,-.,, In: ;the> United King-' 
dom, the system of r<'gulation """"' established -;_inr 1112" 
by the Agricultural Ws.ges Regulation- Act which autho­
riaed _,the Minist:er·of Agrloult!ll'e to <set ·tip•lmiAi:irioultfiral 
Wages- .QomiilittjlB ·fOJ;' ce~ch, (l()Unta'y c'attd the:,Agri~tur!ll' 
Wag<}s Bqard·cf!Jr ·EngliJ.nd'and .W'!'lea'. ,-,T~evAgritat1tura;l• 
Wages (Jqmmi~teE> '9f,a>ilo111!tl oonsrsts-of. an ~ud~umb~'> 
of. .representat1ves rof .the:t!>mploy!'rs: and ·•workersdrt thats 
co(uit,y, ,,and,, tWO' oadclitionaJ, ::tne~herR ,;ap~ointed "by "tb~i 
Minister .. ,oJl Agriculture, .tb.e(rnhartman rbemgh,l6oted·.oby) 
the· '!Conunittee" itseif,, ... [')les~ ,Conlinittees•,.,are"iiha:rgedJ' 
Witktho d~ty;offixing:tninimum'l'atescofrwages.for fwo:rkets"' 
emplqyep ~,agriculture,, .b?th fort·time-~r'k;as··•:'*ell' a;~7 
fo~, piooeow<trkm1 These;; ]lltmmu'?'·' nates; may,· li!e odrffu:rantr! 
for, ,r ,p jffer~t ,r , areasoo and· f~r, :-differen~ ·rt;,!Pesc.of~emplo)'" v 

ment. It has been spemftcally1'•\a~d· ··tlown, !that~ 'in·o 
fixing the minimum Ntes, the Committees " shall secure 
for., ,tJ10 'abl0-bodied.-i m!l,n;. Isn<~h· ,,·wages:ras<iare·"'ii.dequaite 
to,.,prom0to -p.ffioiency and," to, enable· a i<man :tod'inaific~ 
ta.ht.i;Uniself sud, )lis ;family·.itqlePordance <With•such'stab>.c 
dai:d{ of,li~ng--a.s,;!;Ilay,be 1'\'laso!lable· in crelation'"tb'> tlie7.1 

' nat]Ire._of.hi& ,pooupo;tion "~i· ,['he- .Commltteee<have :p~'IVllt'" 
to:pmiide for payments:in;kind and. j;o fix rthe :caskequiva.;.\c 
le~ts at which such pa~ine.t;(ta maf"he reck?ned,rr;'They" 
may. al.so) regulate, ,the li011rs of amployment- •>tndrsa<lute;w 
as f~.>r· ssr practioable,,.~t_ W'af'klyd1alf•holiday. f-or?wori:erei!Y 
'l'he Agri~ultl!ral :W11-ges_Board is respoiuribl<r•foT.'IrEHiuiing';r; 
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. 'that the -rateA of wages as fixed by the Comity Committees 
are actually enforced in practice. An employe.r who 
employs a worker at less than the minimum rate of W:~ge 
is liable, on summary conviction, .to a fine not exceedmg 
twenty pounds in respect of each offence, the burden of 

·proof lying on the accused. 

366. Similax legislation has been passed in ~t?et 
countries and minimum wages have been secured ett-ner 
by State regulation or by collective bargaining. In Aus­
tralia an arbitration court determines the smallest wage-' . . · income compatible with civilised life and.permtts mcreasp.a 

, over· and above this wage for specinl skill. Not all agrt­
cultural workers however are organised enough t.o make 
use of this system of collective bargaining and it is availed 
of only by shearers, fruit harvesters and workers on sugar 
plantations and cotton fieldM. In New Zealand, th<> 
wages of shearing workers alone are fixed by the arbi­
tration court because they are the only cffpctively orga­
nised gxoup amongst agricultural labourers, and wages 
of other groups of workers are regulated by th<' Stat.c. 
In New Zealand, minimum standards of housing accom­
,odation are also prescribed for agticultural worker.• 
and legislation also covers othP.r items such a• holidays 
with pay, hours of work etc. · 

36~. While legislation rele<ting t.o conditions of work, 
housmg, holidays with pay etc. is important, first priority 
should he given ~o legislation fox fixing minimum wages 
for &gricultural labourers. Agricultural labourers, being 
spread over a large number of villages all ovet the country, 
have· ~ot yet developed sufficient cohesion and are not. 
?rgalll8ed through trade unj.ons'. Collective bargaining 
18 therefore not possible in the present stage of develop­
ment and even State regulation is not free from difficulty. 
We feel confident however that the enactment of mini­
~um wage legislation, coupled with the spread· of educa­
twn amongst the rlll'al masses will secure the just rights 
of agricultural labourers. ' 

387 ·. The xci:Umum wages should be fixed by district 
comlDl.ttees ~onsisting of representatives of employers 
~~t wor~ers m equa~ proportions, and having an impar- · 

11 
~hatrman . appomted by the Government. The 

dom!llltte~s sh?uld make their decisions after giving 
ue. cotstderl}ttori to the costs of living anu the level of 
~Icu ~ural prices. They should permit payment of 
m:ges m. cash as well as in kind. The r>tte• of wages 
~ YcJ:~ ftxed separately for adultA, womP.n R.nrt nh;lfif;n, 
or eren1; operations and 'for different looalitics. 
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368. The State should also exaet adequate st.andaxds 
of management and optimum utilisation of land from 
the farmers. The inhe~cnt. f3rt,iJity and productivity 
of land is a national heritage and the assurance of re­
munera.tive prices to the cultivat-or will be justifi~d only 
if it_ promotes its most efficient use. · 

369. The State should make available to the farmex 8 
free technical advice for this purpose. There has been 
considerable progress in recent years in the sphere of 
a.gricultural research but muCh of it remains to be trans­
la.ted into farming practice. While research should con­
tinue and should be expanded, it is more urgent to secure 
the rapid utilisation of its result-s. There should thexe­
fore be set up a. permanent machinery which will main­
t&in liaision between the research stations on the one hand 
and farmers on the other, through a wide network of 
expert technical st&ff. The nucleus of such a machinery 
already exists in the agricultural services in the Provinces 
and States and in the advisory staff of the Central Govern­
ment. We recommend that these services should be 
expanded to a degtee where it will be possible for any 
farmer to obtain expertadvice on his own problel)ls without 
difficulty and delay. 

370. Advice by itself will serve little purpose unl~ss 
facilities oxist by which the advice can be put into affec_t. 
Jn the present conditions of agricultnre where private 
agencies do not function to any significant extent, the 
State should take upon itself th~ . ~eeponsibility for 
organizing the supply of such facihtw8. The supply 
through 6 chain of depots of see~s and ~anuras and of 
improved implements and moc?amsed eqmpmcn~ on hire, 
the sinking of wells, bundmg nnd Ian~ rec.amation 
measUles, etc. are among the many serVICE's that the 
state oan render. These services should be provided 
at cost or on a subsidised basis where necessary. 

371. In certain oas~s it may ."'l.so ?e necessary !D give, 
as in other countries, d1~e?t subsidies m orde.r to stxmulate 
the production of spec1f1ed. crops or to bnng under cul­
•ivation marginal or derehct land. We have already 
discussed the Importance of such subsidies in Chapte1 

III. 

372. If howaver in spite of these measures of assis­
t nee adequato standards of :managemen_t nre not main-~ 
t!:ined and_ optimum utilization of la.nd, not secured, it _ 

•11 be necessary for the Stn.te to undertake measures 
;: oompel the reoaloitrant farmers to conform to the 
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desired standards of efficiency. We recomme-nd therefote 
that t h>" Stat~ should obtain reserve. pow.ers by ~~cessary 
1"'1risla~on. to give directions to farmers .p'ert~ining to .tlle 
~nasrement and cultivation of their' farms and to secure 
tJteir - compliance. The diredtions may refer t 6 mJthods 
of e~vation, use of improved ~~ed' ll.hd< maiiurgs~ -~ho:bo ~ 
mic use of irrigation water, land improvements such as 
bvnding, and_other mlltter& -~iolk (h~~ 'a; ~ea~(ilg difJthe . 
effic.iency of producti'Oll7 -If \ th'el!e: .• aifectionS'; are not 
canied out by the · fal,nbrs;- .-thmi th:i:f.·~ie:'-~houfti : lise 
ite reserve powers to seclure~theil' axJ~.C'trt1on - ·tsyan',{in'Eians 
that may be expedien'ti"7:'ln . oaalres"t;p:f' ·cioi'l'tiiiuou~ ruori~ 
compli_a.nce, the State· &lioulct:Mqn.U<e -<tile ri~1IB"'n! ~lie 'Ian'd 
after pa.yme.nt··:of fair .. ·comperltmttoif,o t o -t :liW fe.'fiiier · hi 
question and- ·lease· ·i.t-·til· o..the'r•amltivailtots C"pft ;;~t'eiulli6y 
basis, giving ·preference lim iatrdless~ :twl:HJitfr~fir.t'!;1te'fo~·a. 
bena.ncy is ·terminated -<:>r·a ·lti.B.q-:oWh~:r.:· i~~ · dtepoStre"iiS~(l, lio~ 
e~er, he should 'ha V;:e· the right tm-8. pp"e\.1ttof Ah lrl.<iepe"fi:atJht 

0 

tribunal ' p,ga.inst the--decisiorl : '11£'\_"llhEl l l~xebiti\Te."' a-lrtliofi'­
ti~. It ~~Y be -mentioned thati"S!nllta.~~ ~~ers.~J!~vb!i'been 
reoently obtained · by the 'Govern:in:~nt· ·i :ti' the U:'K., • . 0 

:; 

0 

• : 

~7,3. ~othe! i~R?¥~~~ ~~~~ ~"k~lc~{~~J~~;;{ii~~ _ 
the:Hns need for· postt1ve actiOn by ~e; ~tat~ ~¥.hs , .c.«?n­
solidation of fragmented and uneconomic holdings: · Al­
thqugh _ ~ta¥s~ical ;infor.mat~ ~b-~1 ~oldings ~- ~1W9.m­
p~et~ •. eii~~~eJ! .th~~~~ ili,'r~ett'fij"•: :fffio~ce~ sh~w : tJla~ ~i~ 
a vera/>e size ·I.!l ·n..ot .g~~wr ~Qafl .,.tJiiee t o five &l!~~~cJl':~~ 
enqmries .J:Q.&df;' by._ the ... B.enga) ;La~ .Revenue oo~~ion 
m· typical~ 'V!~ag~s ~- S.!l· the dis.tl!£ts of Bengal ~-ev-ea.l~4 
tl;at the average h(>1~g;> ·"la~ ~bo"?-~ 4. 4: -t-cresu~.:.~~::~~-~ 
u .~~· ,the'i ~ ~er.~g~ . is ~ ~~lW"'~d.:. ~-<?r-~,~-~~1>?·\1:~ rP '~f~~~b.:-.1 m 
Madra~, t'h~, L~~9.·> ~l.~~~;. :~dfui~~t~ai(~. , 'r~p9,~-:~f 
~936-37 sh~~ that ~h~ a..v~~~~~ ~cre~g~ pe~ .patta:_-flJq¥.Ung,~ 
1D the fr~~~~ ~~ ~dJ: ag;.es.: 0 ~ ~~ll,ll'y maa~rHf:~~~ 
Punjab :Boai-a:,(!f ~.90:P9)lij!}.~~ 1ll;. l~3,9.,. s4~~"\~hat 
the largest ~:Qmb~'t_~Qf,jifhefP·~~~~~_rPr~~% ~~~~ 
t he group· with hblwnga of oetweeri 1 to 3 ac_xe~:, The 
Fanftne Inquiry Com.'fir~ipn hB;.r~. ~1Jtf~H.::~t:l}~~ ~4e ~~p~es 
rec•iv:ed by them fi:~if.;;tL~'¢. ·p~~~P~-.;i?.ffi~t~,-~~~fll~ 
general tende~cy, ,Wl~~ ~~~-~on.~ :~~c~tl~l,l -.<?f~ ;S~ wh~~e 
the press~~ . of -popl_ilat~~n~~~: !bot;_1f~-~ .~n-fe~~;:o)v,l-qg 
to th~ .large 1_n:c~e~~. d~~ljg'*ec~,,frdtp., J~.;1fl6 ~;~~~!i 
area, ts for the number of SII!all h9 1iMng to -.ncrease. ·?t4~ 
immediate cause of the progressive .decrease m_,. the size 
of holdings is beli~v~~ to be .~h.~ fi;yjsipl} -~f ~Et-!and of a. 
common ancestor am~mg hi& s:uc~ors-m-interest. 

37 4:. :i:t -is generally believed' that · the smim ·unit of 
pToduct.ion- in .Indian a.gric"ii1ture ·represented by tb'" . 
~-xcessively small holding ·oon8titu'tes & serio118! handicap 
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to the adoption of improved agricultural technique. 1\.s 
Sir Manilal Nanavati hp.s' put it, "the cultivator, who 
lives on the margin of subsistence cannot be expected to 
possess the resources necessary for increasing out-turn 
of his crop .by the adoption of improved farmip.g prac­
tices requiring capital".* The evil has now reached 
such . proportions · that · it can only be tackled 
by an intensive effort to · increase the size to economic 
levels. Proposals for the amendment of the law of sue•, 
cession so as to abolish the right of partition of inedium­
si2ed holdings are usually objected to on the ground tha.t 
it may disrupt the traditional pattern of society and may 
lead to an increase in the number of landless labourers. 
The only other remedy is to pr~mote a change-over from 
individual farming · of small holdings on a fa:nllly basis to 
collective farming of the whole village on a co"operative pasis. 

375. Before changing over to co-operative farming, 
the most suitable type of organisation will have to be 

, ascertained by carrying out experiments wi:th different 
types, so that the merits and defects of each may be fully 
revea~d. For instance, a co-operative farming society 
may confine its activities· to certain' specific purposes 
such as purchase of seed and manure, sale of . produce, 
use of machinery, etc., leaving the members ftee ethel ­
wise to work independently as before. Or a society may 
acquire land and , lease it to its member~, who will be the 
tenants of the society and w.ill pay a fixed rent for their 
holdings. The members may cultivate t.heholdingindepen­
dently though according to the .general plan laid down 
·by the society and take over the produce . . A step further 
wilriead to partial joint farming under which the mempers 
will cultivate tlieir· hol<lings theq:tselves accoxding to the 
crop programme drawn up by the socief;y · but will obtain 
finance from the society and sell their produce through it. 
Finally, full-scale joint farming may be organlsed, and the 
land and other resources of the ·members will then be pooled, 

. feJrm operations carried out jointly under . a common 
programme, ·the produce marketed jointly . and the 
profits distributed among th(\ members accpr~g 
j;o the land and labour contributed by each. After suf­
ficient experience has been acquired to enable Govern­
ment to. form an· estimate of the relative merits and 
defects of these different types of organization, an inten­
sive drive for increasing the size of holdings to economic 
levels may be undertaken. · 

376. ·The measures which we have advocated above J:luc~tion. 
will not be effective until the man behind the plough • 
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himself is educated and trained in the usc of scientific 
tcchniqu~. The illiteracy of the farmer operates a~ a 
handicap not only in regard to the ability to r"ppr?c1ut~ 
and absorb new techniques but also in ~he matk.et•.ng of 
produce where he is at the mercy of mkrmecl.Junrs of 
various kinds, only too ready to trade on his ignor~tl!ce. 
The extension to the villages of adult education smted 
to the rural environment is therefore a crying necessity. 
The crucial problem here is not only to bring knowled!'lc 
to the doc! of the villttger ttnd convince him of the mcr1ts 
or the improvements recommended but to demonstrltf,e 
to him on la,nd in his own village that these improvement~ 
are within hili mea.ns. With 700,000 villages in the country, 
this is indeed a colossal task. We do not envisage a 
substantial hastening of the te1Dpo of this work without 
a radical change in the approach to the problem of village 
publicity and propaganda. This change involves the fullest 
use being made of the mobile cinema and the radio as 
media for publicity and instruction in all aspects of village 
welfare. We attach prime importance to the mobile 
cinema as a medium of instruction in virtue of the case 
with which it can collect the villa.gers who come in a ·mood 
ready to listen and to learn. · 

377. While undertaking a programme of far-reaching.· 
measures of agricultural development, it is well to re-· 
member that the execution of this programme will ul­
tim~,tely depend upon the co-operation of the people 
which can only be secured through the organization, on 
"' permanent basis, of channels for mutual consultation. 
Such consu~tation is rendered all the more necessary when 
the .State 1s expected to possess coercive powers on a 
considerable scale· which need to be used with restraint 
~nd without harassment. It is only when the programme 
1S. s:npported by public opinion that it can command 
Willing acceptance and lead to fruitful results. 

378., ':rhe organisation of local representative bodies 
hav:e playe~ an important pa1·t in the development of 
agriculture m the United Kingdom and in the United 
States o~ America. In England and Wales, the County 
~ar Agricultural Executive Committees mainly composed 
0

. farmers were of such assistance in securing an expan· 
ston ~f production during war-time that they are noW 
const~tu~ed on a permanent basis. They work in close 
assOcJatJon m'th th t' 1 d . . "or ·the . e na 10na a VIsory servwes •· 
promotlO.n _of farming efficiency and act as the looal 11gents 
0~ the Mnustry of 'AgricultuTe in the exercise of its powers 
ol control. · · 
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379: In the- United States 'of Americtt the farmer· 
committees have been playing a vital role in agriculture 
ever since the Agricultural Adjustment Act of 1933. Each 
County Committee consists of three farmers who are 
elected by the Community Committees, who are them• 
Aclves elected each y~ar by all farmers within the local 
a~ministration area. The County Agriculture.! Exten­
SIOn Agent who represents t-he Fedtcral Government. ;8 an 
ex-officw member of the County Committee. There are 
thus more than 3000 County Committees, and 29 000 
Community Committees operating in the U.S.A.,. pro~d­
ing more than· 9000 County CommiLtce-mcn and 87000 
community committee-men .to assist in developmental 
activities. The. operations of the County Committees 
are linked together by ~eans of a State AAA Committee, 
consisting of three to five farmers, who ·are residents ·of 
the State and are a~pointed by th~ Secretary of Agricul­
ture. The State Drrector of Agricultural Extension is 
an ex-officio member of the Committee. The State AAA 
Committe< s are directed by the Central Office of the Agri­
cultural Adjustment Agency through its regional divisions. 

380. The committee system has thus been utilised 
on a large scale in the United States for the purpose of 
demooratising the making and execution of agricultural 
policy. Sjnoe the committee-men are elected annually by 
their farmer neighbours, they are dirjlctly responsible to 
the farmers- of their community and county and they are 
liable to be replaced at the next annual election if they 
do not administer the programme satisfactorily. They 
receive pay for the time they devote to the programme 
which along with other operating expenses of-the Com­
mitt,ee is deducted from the funds made available for 
payments to farmers. The functions of these commit­
tees have gradually advanced from mere advisory func­
tions to actual administration; These committees are 
responsible for explaining the provisions of the programme 
to farmers, determining individual goals and allotments, 
speoi,fying conservation practices, certifying eligibility for 
participatiqn in loans and other. programmes, checking 
performance, and a wide variety of other tasks. They 
help by their recommendations, to sha-pe agricultural 
prog~ammes i~1 _such a way_ t_hat they will fit in with the 
ueedR of their own localitws and thereby conhibute 
largely towards the solution of the problems of farmers 
and consumers in the country. . 

381. We arc of opinion that the committee syst.em 
adopted in the U.K. and the U.S.A. provides us with a 
useful model to follow in our country: By organisini 
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such committees in villages, tehsils, districts and Pro­
Vinces and securing their co-operu.tion in the planning and 
execution of developmental programmes, Government 
will create a favourable atmosphere for agiicultural 
development. The problem of crea.ting such .organisations 
in the rural areas has already been exammed at some 
length by the Famine . Enquiry Commission and the 
Bengal Administration Enquiry Committee and we ar.e 
in general agreement with their conclusions. We parti­
cularly draw attention to the warning of the Bengal 
Administration Enquiry Committee that " neither svcccs­
sive failb.res nor criticism should be permitted to deflect 
Government from its objective, the setting up in the vil­
lages of self-governing bodies ". We strongly recommend 
that these should be constituted n<>t only in villages but 
als.o in the tehsils and districts and Provinces o~ a, federal 
basis and they should represent different agri~ultural 
interests such as landless labourers, tenant cultivators, 
occupancy right-holders, lan<j.lords etc. · 

382. The State will then turn to them with cionfidenc" 
for their advice. These bodies should advise Govern· 
ment in the framing of policies and would also be of help 
in executing them wherever possible. These bodieu should 
be represented on any policy-making authorities that 
Government may constitute in the sphere of agriculture 
and they should be the recognised channels for explain­
ing Government policy to the countryside. In particular, 
when Government propose to issue directives or to 
compulsorily dispossess holders of existing rights, action 
should be taken only in consultation with the appropriate 
local organisations who may also be entrusted with the 
implementation of the decisions of Government in, this 
respect where deemed necessary. 

883. It will be seen that a wide variety of ancillary 
measures- are called for iii connection with a prioe fixa­
~ion policy. Not all the measures, however, are of equal 
ln:porta~ce from the point of view of assuring remuner­
attve pnces to t~e producer. For instance, the improve­
ment of marketmg, the reform of land revenue and 
tenure, and the promotion of rural education would still 
~e d.esirable on general grounds even if a· policy of price 
t~atJon were not adopted. ·. Certain other measures, on 

e. other hand, are mere clnsely inter-woven with price 
policy. T~e regulation of' moneylending, for instance, is 
n~oessary If the oultivatnr is to have the freedom to· sell 
his crop to the State, Minimum wages for agrioultnral 
labo':rers have to be guaranteed if the benefits of prioe 
ftXat1on are to be carried down to them, It ia deairable 
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however to undertake all the different measures 
simultaneously so that &e a result of their cumulative 
effect, there may be -p~:epared the proper atmosphere for 
the introduction of a policy of price fixation. Such a 
policy can only succeed, wh-en it is ~a part of a wider 
programme of agricultural development,. 
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CoNCLUSION 

384. OUT main task in.l;his Report hM been to ··~c.Gm · 
mend th~ principl~s on which pro~uc<·r's prireA sn~uld 
be fix••d for different typPs of agrwulturul and am~nu 1 
husbandry produce and the mPans by which ~uch p_r!CPS 
can be made effective and an assured market prov1dNI. 
While we therefore naturally concentrate on price-policy, 
we have.always kept bP,fore us the wider _objectives .which 
this policy is intended to promote, V!-Z. expansiOn e>[ 
agricultural production with a special emphasis on foo<l 
.production in particular, and improvernfmt. in t.he stn!l­
dard of life of the people. For this reason, we have a.Jso 
recommended a number of ancillary meneUJ'PA t.hat I}"Pd 
to be taken to reinforce the price policy. 

385. We have refrained from recommending particular 
levels of prices as the objective to· be aime.d at. Tho. 
general economic situation is still ~n flux and the .tran­
sition froni war to peace has only JUst start.<>d and ts frtr 
from compl!'te. The position regarding our int.e1 na­
tional relations, our balance of trade and thP -parity bet-

. ween our internal and external prices has not y~t clarified 
itself. The price level in India has also risen to a greater 
extent than that in certain other countries with whom . 
we have close commercial relations, and tlwre is consi­
derable uncertainty regarding the levels at which Indian 
prices and international prices will ultimately settle down. 
When the whole future is thus uncertain, it is not feasible 
to suggest with confidence any particular .level for the 
fixation of agricultural prices in India. We have, in 
fact, considered it inadvisable to do so, as any figures 
th~t m~y be recommended assume a degree of authority 
whtch IS unwarranted by the limited assumptions on 
which they could be based. It may well be that they 
have no relevance to the shifting balance of forces. We 
have therefore thought it more useful to recommend a 
procedn:e for f!xing and enforcing minimum and maxi­
mum pnces wh10h can be followed in any set of circums­
tances, rat~er than stress any particular level of prices 
ae ~oh whtch cannot but be .conditioned by a. given set 
of Oiroumstanoes. 

h 888. The combined effeot. o! our rEI<'ommendations wili 
~:~verf red~oe the ~ange of fluctuations in the long-period 

0 pnoes. Fuatly, during the continuance of the 
present regime of oontroll, minimum prices will be fixed nt 
~!ev:I eq1,1al to fair parity prices and will t-hu" gh·,, ••tobi­

y o pr1ees at a remunerative level.. Secondly, in the 
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po~t-tran~ition period, though due to praotioa.l oonsidera.­
tions minimum prices may be fixed at level~ below fair 
parity prioeij, such modification will be related to well­
defined fa.ctors and some of us even lay down a maximum 
limit to such modification. · Thirdly, even if a reduction 
in &gricultural prices is called for as a. preliminary to any 
general reduction of prices undertaken as a ma.tter of 
State policy,, such prelimina.ry reduction in agricultural 
prices will not exceed a. specified maximum. Finally · 
minimum prices will under no circumstances be permitted 
to fall below a. specified rock-bottom floor, at any rate 
during the next five years in the first instance. These 
measures ta.ken together will prevent any unduly wide 
fluctua.tions in prices. 

387 .' It m&y be tl;l.ought that we have provided for 
many contingencies which are unlikely to arise in the 
near future. It is often believed that the prevailing 

. _globa.l scarcity of supplies will continue for many years 
a.nd that any a.pprehension of a fall in agricultural prioes 
is therefore unwarranted. In our opinion, this belief 
~~ contr~ry to the facts. of ~he case. Alth?ugh agricul­
tural. priCes may be mamtamed fbr some. t1me to come, 
and forces making for 8 depression temporarily held in 
oheck, it is hardly to ~e. expe~ted that the general scarcity 
conditions now prevailing w1ll last for more tnan a few . 
years. The decline in agricultura.l_production during·the 
recent war in Europe has been estimated to be of some­
what less magnitude than that during the war of 1914-18. 
During World War II, greater attention was paid to the 
maintenance of farm production than during World War I 
and in certain countries, there has been a substantial 
increase in production during t~e war years. It is only in . 
draft-power in machinery ~nd m th~ supply of fe!tilizers. 
in enemy and enemy-occupied countnes that the situation 
today compares unfavourably with .the situation at the 
nd of the war of 1914-18. On the whole, therefore, agri­

:ultural reba bilitation after World War II is likely to be 
nicker than after World War I; and even then, the boom 
~ad lasted for less than three years .. Even if the greater 
dependence of agriculture on machmery and fertilizers 
today may retard the rate of recovery, it is unlikely that 
full recovery will take longer th.an anQt~er four to five 
years at the most. In fact, the t1~e requ~red for a return 
to normalcy may be even l~ss, a~d 1t would be m?st unwise 
to rely upon an automatic mamtenance of pnces at re-
munerative levels. . 

SSB We are aware of the general .dissatisfaction at the 
· ,.l' a of economic controls during the war and thQ 

wor..,n., 



anxiety of the public for their relaxation and ultimate 
abolition at an early df!te. The administrativ<• machinery 
also gave room for a great many abusts and it has h~Pn 
the. target of considerable criticism. Some of the abuses 
were due more to·inexperience than to any inherent de­

- feota in the machinery and will disappear in course of 
time. 'With increasing association of public opinion 
with the Governmental machinery, we may also- hope 
that other abuses :will be kept i-n chbck. The public too 

• have become accustomed during the war to a greater 
measure of administrative interferenc,. and may look 
upon it with less hostility. It. has to be recognized that 
controls are after all a necessary concomitant of any 
planning and though efforts sho;,_ld be made t,o a void 
undue restriction of individual freedom, it. cannot al­
togeth~.r be avoided. When controls aTe directed to­
wards ar.cepted objectives and are administered ':"'-th dis­
cretion and moderation, they Will not evoke B"tlOUS op- ' 
position. · 

389. We a.re therefore of the view that immediate 
steps need to be taken to implement the price policy 
recommended by us and to set up th<' nucleus of the neces­
sa-ry administative machinety. An administrative machi­
nery cannot be b_uilt. ov<'rnight and it will take some years 
before it Pan be fashioned into an effective inst.rument. 
We_ are fortuna.t-P in ha-ving already in 1\xistenc<' such 
a maohinf.ry in thP Central, Provincial, and State Agrionl· 
tural and Food Dapartments and their ancillary offic<'-s. It 
has· had considel'able . experi<mce. of production cam­
paigns, price fixation, procurement, movement- and dis­
tribution, in so far as food-grains are concPrned. Since 
it was built .up to cop<' with problems created bv scar­
cit~ ?~nditi~ns during t.he war, the scope of its present 
a.cttvittes Will be curtatled and ita expert and · trained 
staff disbanded as war conditions graduall); disappear . 

. There is the danger then that when the anticipated slump 
RUpervcnes, we. may be left, with inadequate machinery 
to co.unttra.ct Jt.. We ar~ of opinion that the existing 
m:-c_hmery whwh ':"a" created for hnmlling problems 
artsmg out of scar.ctty should thertfore be .retained and 
uilapt.~.d for handhng problems arising out of conditions 
of abundanne. 

390. In formulating our recommendations we h . 
had, con;tantly in view the limitations imp~;ed by ~~~ 
rrumst~a "t vef perHonncl. and. financial resources and the 
necessity o co-opP.rattOn between the Centrn p · 

1 8" • . · W h 1 d h . ' , rovmces 
"-IfH '.'l~":'s. the ave:' rea y <'mp .as"Pd the importance 
o 11 t; u;mg e Pxpertenc~·d per.annl'l a-vaihbl . · th 
Agricultura.l a.nd Food Administrations· in the eo~::Otry~ 
·~- . .. . . 
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Financial resourcP& will provide a morE> difficult problem 
because State activity will expand not only in the field 
of agriculture, but also in other fields. We realise that 
competition for finance will be very keen in the immediate 
future and we ha.ve therefore adjusted both the objectives 
of policy and the machinery for its execution to what we 
consider to be practicable from a financial point of view. 
The tempo of development will also depend upon the deg­
ree of co-operation that ultimately emerges in the working 
of the programme between the different administrati.ve 
units and hence we have recommended that it should be 
implemented through 'Provincia.) and State Governments 
as far as possible, utilising their normal phanne!s of 
administration. As the whole programme gathers mo­
mentum and the various measures adopted ha.ve their 
cumulative effect in raising the national income, it ·will 
be possible to expand its scope of operation. The programme 
of action proposed by us is flexible and is designed to 
begin with modest and limited aims, advancing in gra­
dual stages to its final objective. 

391. In conclusion, we wish to reiterate that the re­
commendations made in this report should be considered 
in the context of e, general drive for agricultural and ani­
mal husbandry development. We have naturally con­
centrated our· attention on the problems specifically re­
ferred to us for consideration, but we· are fully conscious 
of the fact that price policy is closely related to other 

· aspects of development. such as ~mprovements in mar­
keting, provision of agncultu;a! fm~nce, r~form of land 
tenure establishment of subsidiary mdustnes and adop­
tion ~f· technical and scientific improvements in far­
ming. We have referred to these at relevant places in our 
report and ha.ve devoted a chapter to the measures that 
we think are ancillary to price_~olicy .. We have' re­
frained from dealing more exhaustive!y With these _prob-
1 ms because they have been dealt with at length m th" 
~emorandum of th~ Imperial Cou!lcil of ;Agricultura 1 

, Research and the report of the Famme lnqmry Commis­
sion on which we have dra~ freely and ~he reports.ofthe 
Food-Grains Policy Comlillttec, the ~gr10ultur~l Fmance 
Sub-Committee and ~h?. Co-operative Pla.nnmg. Com- . 
mittee. The responsibility for ov~r-all co-ordmation 
of the recommendations of these different Committees 
rests with the Policy Committee on Agriculture, Forestry 
ttnd Fisheries. Our report should therefore be consi­
dered along with those of other Committees on connected 

roblems, so that all of them ta~en together should pro­
P, de the basis of a comprehemive plan of agricultural 
d,velo:pment for lndia, · 
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liote bY. Sir Pher91:8 Xharegat. 
1. The report of the Committee · represents the largest 

~ea.sure of common agreement that could be reached on a 
dlfficult and complex problem. In trying to arrive at a more or less 
unanimous report, some ambiguities have crept in and certain 
points ne~d to be clarified ann elacidl!ted from my point of view. 
Hence th1s note • 

. 2. 1. The most important of these points is ·the question of 
the price to be fixed, The committee have contented themselves 
with the laying down of a formula. This to my mind is. not. 
enough for immediate action. 

2. 2. I wish to mnke it perfectly ~lear that I vi~alise a 
price of Rs. 7/8/· minimum and Rs. 9/8/· maximum per maund of 
wheat at Lyallpur at .J:~resent and in ~he next few years, The 
prices of other commodities should be adJusted to this basic price 
bee.ring in mind normal or reasonable differentials. · ' 

2. 3. That the recommendation· of the Committee ati it stands 
is ambiguous will be apparent from what has ttanspired~ At one 
of the meetings of the Committee, the Chairman enquired what 
the formula would result in. From the reply given by one of the 
members, I had the impression that the formula recommended by 
the committee worked out in practice to a _Price of about Rs. 8/· 
per maund for wheat at Lyallpur. As th1s figure was more or 
Jess what I had in mind, I did not pursue the matter further. 

2. '· This figure is however. not b:eing menti.oned .in the 
report. Moreover it apE_eo.rs that 1f certam mystenous "adjust­
ments" are made, the figure wi!l drop to Rs. 6/8/·. Nor is it 
unlikely that on the basis o! some other assumptions as regards 
allowances t~ be made and weightages to be givfn, the figure may 
even be reduced to Rs. 4/8/· or less. 

2 IS In fact we do not know where we stand with thls 
form~la ·and what really it will mean in practice when the figure 
is actuaiiy worked out by_ methods uni~telligible to the la.yman. 
lienee I consider it .essent,al. to ~ake It .• absolutely ole~ ~8 to 

h t I accept in this connectiOn, v,z., a pnce of Rs. 7/8/· mtmmum 
wn: Rs 9/8/- maximum per maund of wheat at th!J wholesale 
:arket. at Lyallpur,.with other prices in conformity therewith • 

. s. I. It ie perhaps advieable to .sta~e at this ~tage the grounds 
on which the figures suggested are JUstified and to answer the 
objections that may be raised against them. 

· 3. 2. As the committee bave recognised, the logical method 
is to base prices on cost~ ~f production a.nd costs of living. 
Unfortunately, ~he o~y stat~stics 'I_Ve ha.ve ~bout costa of production 

re in connectiOn With an enqull'y· carried out by the Imperia.! 
Council of .Agricultural, Rese&roh during the depression. The oos$ 



01 reduction of wheat W&!l ·worked o•t fc•r the irrigated and 
uni;rigated part of the Punjab; the fnmer tccupits 6{10ths. and 
the latter 4/IOtbs of the acreage under wheut. Applymg Weights 
accordingly the cost of production for the Pun!ab as a w~ole 
worked out at Rg. 2/ll per maund in these days. emce then pr.oeg 
have increased ge!lcra.lly by 144% (i.e. the imiex number is 2H). 
If the cost of production ha.s increesed proportlonately, the cost 
at present comPs to Rs. 6/9/- a maund. 

. 3. 3. This figure for wheat. is confirmed by a. practio;;l agri­
culturist in the Punjab who keeps full accounts. He ha.s worked 
out .tha.t the bare costs of production of wh~~t (i. e. not a.llow!vg 
for interest on investment in land) come to b€tween Rs. 6 and 
Rs. 7 per ma.und. · The mean of ·these two figures, viz. Rs. 6/8/- is 
probably as correct a figure ·as we ca.n expc ct. This ma.y not •a.tiffy 
economists, but gives a. fair indication of the correct figure. 

3. '· A reasonable margin of profit muet be allowed on this 
figure to enable the farmer to make a living. For this purpose 
under Indian conditions a normal procurement price of Rs. 8/8 
cannot be regarded as exces~ive. A holder Qf 60 acr< scan live 
oc,mfortably if he makes profit of Rs. 20 per acre and big farmers 
can even. work at. a smaller rate of profit. But in India the average 
holder has· only ~ acres of Jar.d und he cannot make both end• 
meet if he also is allowed" profit of Rs. 20/- per a ore as his income 
would be only Rs. 100 a year._ The small holder needs two or even 
three times that figure as profit in ord<r 1o tlnable him merely to 
exist, It is mainly because the foreign producer has a large acreage 
that he can afford to Eel! his produce at a lower price. Our email 
producer must ·be given a relatively higher margin of profit to 
enable him to carry on. 

B. 5. Accordingly onr prices will inevitably have to be higher 
than those elsewh~re because the farmer with a small holding must 
have a .larger prof1t per acre if he is to earry on with this work 
an~ enJOY a. reasonable standard of life. His cost of production 
bemg Rs. 6/8/-a maund, the request for a · Jeormal purchase price 
?f R.s. 8/8/-,with a minimum at Rs. 7/8/-and a maximum at R&, 9/8/-
18 fa.1r and reasonable. 

· 3. 6, This in fact is the prevailing price. It has been orrived 
a.t by a. process of trial and errcr and has been in. .force for 2 or 3 
years. Most other prices have adjusted themselves to these 
firre~ and they have worked fairly. It is therefore 8Uggested 
t at t ey IDllY be taken as the basis for price stabilisation. 

3. -7. ·~he main objection that will be ra's£d is that in view of 
the uncertamty of world conditions government cannot commit 
th~m~elves to such a price level. Tt will be poin•erl out 1hat the 
prlC\lln Cat,a.da and A~stllllia may bt> of the order of R,. 4/81- a 
ma.und. We cannot ma1nW,in a price which is 80% above that. 
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. "i'he reply is t.h~t we must adjust our prices to our own need. 
:;.nd conditions. We cannot allow the economy of the countryside· to 
be upset in order to fall in line with the prioes suitable for other 
oountries. We must have a price which will encourage production 
and not discourage it. 

3. 8. It may further be pointed out fn this connection 
that the ·actual pric0 of wheat before the war was abnormally low 
in th~ Punjab even relative to the prices of other commodities and 
well below the costs of production. Attempts to control prices 
first at Rs. 4/6/- and then at Rs. 5/- during the war complct~ly 
failed and the prices of millets became higher than those of wheat. 
The present range of prices was arrived at by experience and 
represents the economic price under existing conditions. 

· s. 11 • Another objection that ·may be raised ia that the 
figures worked out for costs of production. are not reliable. It 
is admitted that economic scienc~ has not advan.oed far enough 
to give us data which are reliable. But the suggestion put forward 
hero is primarily based on broad general grounds, bearing in mind 
the cost of the articles entering into the costs of l?roduotion and 
oost of living at different periods in the pass. . 

3. 10. Ye\ another objection is likely to come from the finan• 
oial side. It will bo urged that if the general salary level ill to be 
adjusted to a price of ~- 8/8/- for wheat, there may have to be 
considerable increase Ill salaries. Actually . ho~ever wages 
have now adjusted thQmselves m9re or less to this pnoe level and 
if an attempt fa made· to lower wages, there ia apt to be economic 

confusion. 
3 11 It will be argued that the prloe I have ouggested will 

cause · ha,;dship to ~onsumers in :towns. The remedy liea in 
subsidising cQnsumption. 

' 
1 

The next question that S.rises il how long the price 
h ld b • maintalned.at the level proposed. The Committee have 

s ou e d d that the fair parity prioe should be the minimum 
re?omdme~n! the transition period. I would also say that the 
Pnoe u.- ., d b · ta' d d · th t "· . · ggested shoul e maiD me unng e ransuaon period 
pr>~ au · 

4 2 
But I am afraid the,definition given by the Committee 

f th · tr~nsition is ambiguous and ne~ds to be clarified. They 
0h ed f'ned 1·t as that during which the controls initiated du..:"g 

a.ve e 1 • b · t t d · ·~ he war continue. Thu may e ~ er.pre e. m .any way one pleases. 
t . ssential to be more preo1se x£ miSUnderstanding is to be 
It 1~d:a_ ' I would prefer w say that the transition period will end 
ah':n f~r two consecutive y~ the import into India of food· 
w . })ave been lea than a million toua, . 
gram• 



4.3. The reason for this suggestion is the.t the transition 
period should really mea.n that during which we must encourage 
production so as to become practically (if not mtirely) self suffi· 
cient. Until this stage is reachPd, prices· must be maintained at 
a suitable level, irrespective of what is decided abont war-time 
controls. In practice the two ought to mean the same but it i~ 
bestto be as precise as possible. 

6. After the transition perimi is over, I am prepared to 
accept a reduction in the pdce not exceoding 12!% in any one 
year. But I must make it clear that in my opinion no further 
reduotion should be permitted until "agricultural costs" have 
dropped by a corresponding amount. 

6. In connection with rock bottnm minimum, it is necesary 
to clear up a possible ambiguity, What I visualise is ·that the 
State should bring all its resources to b~ar to prevent a fall 
below this figure and must adjust ita whole policy in respect of 
currency, trade, eto., to oecure this end. Otherwise the proposed 
absolute minimum will have no meaning. I consider that this 
figure should not be le•~ than Rs, 5/10/· per maund of wheat a.t 
Lya.llpur. 

7. In short I desire in this note to clarify certain poinh 
in the report and to say that in my opinion.,;_ ·. 

(a) The price in. the transition period should be Rs. 7/8/­
niinimul:l} and Rs. 9/8/- maximum per maund of wheat 

· at the wholesale market at Lyallpur, with all other 
prices fixed in conformity therewith. 

(b) :I he transition period may be defined as ending when 
for two consecutive years the imports into India of 
fcod•grains have been less than one million tons. 

(c) The:eafter p~ices may be adjusted on the basfs of the 
pan.ty of agncultural costs as .proposed by the Committee, 
subject to the provi8o that there should ·not be a 
reduction of niore than 2 annas in the rupee hi any one 
year. 

(d). Th~ State sh~uld bring all its resources-to bear to prevent 
prices dropping below the rock bottom minimum, which 
shou~d be Rs. ~/10/- for wheat at Lyall pur and in con­
formity therewith for other commodities, and • 

(e) If these prices are found to be high for certain cla•ses of 
cr ~sumers, their emoluments should be adjusted" to this 
pncebl?v.el and where necessary food should be given on 
a su Bidised be.ais to aucb consumers, 

P, H. KHAREGAT. 
21-12-19'6 



I join with Sir Phoroze Kharegat in appending the note with 
this addition viz., the price of paddy, at Tanjore in the Madras 
Presidenoy, in the transition period should be Rs. 15-12-0 minimum 
and Rs. 6-4-0 maximum, per imperia.l maund, 

N. R. SAMIAPPA MUDALIAR. 
26-l-194t7 

Note by Bir Ro1er Thoma1. 

I agree with Sir Pheroze KharPgat that the formula for the 
determina.tiori of guaranteed minimum· prices as given in the 
Report needs clarification and amplifica.tion in its application to 
the transition (interim) period, that the ·concept of the transition 
period needs to be more specifically defined and that during the 
peat-transition period the r~ck bottom prices should_ be at a len! 
which will preserve the ng~ICultural econo~y of Ind1a. These are 
all cardinal matters for wh1ch I pleaded at Sub-Committee stage 
but unanimity could not l)e reached. . . 

If the ~griculturnl prices policy to be adopted by Government 
c<tnnot ensure that· the fair agricultural prices in any year will not 
be inordinately whittled . dcwn, and cannot ensure ··that a 
catastrophic fall in agricult~ral pr_ices reminiscent of the 1930's 
will be avoided at all ?osb1 m the mter?sts o~ national economy 
then the recommendatiOns of our Comtn1ttee mll have been in vain. 

' ' 

. I therefore suppo~ the conolns~ons reached by Sir Pheroze 
Kharegat in para 7 of b1s Note but mth one qualification na.mely 
that whereas during the post-transition period the rook bottoU:. 
minimum price for wheat· at Lyall pur should on present indications 
be Rs. ll/10 per maund, th?. econom~c conditions then prevQ.iling· 
may necessitate upward revtsion of th1s rock bott.om price. 

ROGER THOMAS. 
111·1·190 
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-Note by Mr. B. N. Adlll'kar. 
• • ;_ 1.. u , t 1 wi• b I o 

; .. While I am in generltl agreemrnt WJt~e ,,,(, -"'01 01 
' b f" 

empha~ize the following points. which appear to me to .e c 
somewhat fundamental character. 

. f 1 ·v~ priers 
While I agree that tho mumtrnance o remunrro 1 t.be 

should be the objeeti,e of State polic~, I aJ;p!ehrnd thP~! tnR'V 
extension of a guarantee of a remunerahve mm1mum pn7 , 0 'r 
involve the State into difficultie•. In fixing minimum l''1cbre_' t f 

l S h · k · t ,. num C1 
1 

each season, t te tate. as to tu e m o accoun" a It' g 
factors and when .ailowance is made for theEe, the resu 

111 I 
minimum price may not necesBarily be remunerative in &llseaa~ns .. 

66 
consider it important to emphasize 'this point, because ot er·~·nes 
there is .e.. danger of certain interests insisting on minimum pn~be 
being fixed at an assumed remunerative level even wben 
abministrativ'l machinery ie swamped with •upplieF. 

· . e buffer 
Even when the State has ample resources to fmanc lies 

stocks, it is unfair to the co11sumer to restrict. market . au~p ing · 
below a certain minimum level merely for the sake of malllt~ln . 8 
remuneralive prices. Further, if a system of minimum prlr~~e 
to be combined with consumption subsidies, a large par.t 0 ho 
coat of such subsidies may easily fall on the agricultmle~s. w ro 

. form the majority of the population, and the benefit of m!nlmu 
prices ,will to that extent be reduced. 

I am also very sceptical of the idea of a'rock bo~toro roini~il.:. 
below which prices are under no circumstances to be al!owe t Ill 
fe.~l.. Sho~ld circumstances develop in which the rock-bot 

0 
si­

. mtmi?-um ts :ound to be untenable in the light of the other ~on 't 
deratwns whtch must govern the fixation of a minimum prl06 •. 

1 

will be very unfair to the' consumer if the State go£B on starving 
the market of its ~"eds in order to support prices at the rock-bottc~ 
level. The intention presumably is that the State should ndop 
monetary and other measures to mainta.in market prices above the 
rock-bottom minimum. I do not think however, that in the' 
present. state of our knov.:ledge of the ' technique of roonet~r: 
~ana gem·:nt; we c?uld conf1dently hope to carry out an e:xpansto 
mst mon<;tary. pohcy, at all times, witheut producing o.d~eree 
repen,uss1ons m other spheres. If d 't th e considerations, 
th d t' f k ' espl ·C . es . 1 f e a op ~on o ,. roc -bottom minimum is considered essentla or 
se.feguardmg the producer's interest I · ld ugcrest t,hat the , . . t t b a, wou s ... . 
c~n~~~e~.8 m ~~s ~ · e 'safeguarded by stipulating that tM P~1c('o 
s .a ltlhsatJOn aku torJtyl_wiU never conduct its operations in sue t'ta 
way a ma.r ". supp Ies are reduced below a.. minimum quan I y 
(whether as a d1rect cr an indirect consequence of its operations). 

B. N.fADARKAR· 
. g".J-1947 •. 



Supplementary Minute by Mr. V. Narahari Rao . 

• The Sub-Commicke on c>gdcultuml prir<'s was set up as the 
result of one of ·the recommenda.tions of the Policy Committee 011 

Aariculture, Fvr,"stry and Fisherit·s to the eff, ct that Govermncnt ., 
should gu;>,rantef:" to producers 1.n. a.ssurccl mark< .. ~ nt a r.:mtni<:>r.o·t.iva 

·price for ngric:ultural producP. This recomm0ndation Jus since 
been endorsed by the Government of India in their Rt~tcment C•f 
agriculture and food policy in the following terms :-

"Such economic measures will be taken, as may be practicable, 
for the regulation of prices so as to ensure an adequottr return to the 
producer and f<1ir price to the consumer. " 

The Government of India propose to examine tho recoi!J.men­
dationH of t.he Committee as soon as they have bc·:m re.ccived: · It 
will be noticed that the ncccptance by the Gove.nuuent. of ·India 
is qua.lified by the practicability of the measures to lw tkaen: 

2. In dealing with this subject in the peculiar circumstance 
of India, I have" fdt it necess:try to a tid this minute, in r•rder that a 
Cill'~fully b.:hmcGd perspective may be constantly k·.'pt ... ._in view, 
first,ly as b~:.ween f!evdopments in the fico Ids of egriculh1re a.Jid other 
m·atters such as industries et·c.,an~ ':t:condly as betwoen t_he v.11rious 

-measures cdcuhted to ~ec~re the main objcclivr·s of agricultural 
·devclopm~nt. Unle~s tills IS don~,.thrre 1s danger oflnck ofpr?per 
co-ordination of·dt•wlopment pohciCs anrLm~!tsurl's anti "f lopsided 

tion being 1:\k·n. I do not regard the terms of rden•nce of the 
~~Ib-Commi':ke "' precluding ".~rid <'XHmina..lkn of dl the impor­
t t measure t.u b:.' t::ken for nusmg the str.ndard ,.f lH·mg of India 
an whole 1,n<l of the agriculturist in P'irticnlar, and the relative 

8 ·8 8' ' ·r th 1 t· t·· · f · o::;ition and impt'r~ance o · e regu a 1011 o pnecR o agricultural 
p mod1•t1·,,~ ..-qnoncrst snoh mcasnres. I ha-ve also fdt It jncnrnbc>nt. com .. ~- . c 

11 
me to 8 t,. 1.~ c 1n)r vi0ws fra.nkly rcgnrding tlu~ circunu;tances in 

upo · · · , t• b lh " f · · h. ·h Goverllment jllocrven lOll y e bliHr«nccc 0 . nvmmum 
w .10 

• saks ,1 t priers subject to a maximum, would be necessary 
pnces, h t· I 1· ·t '· f. I nnd 'ustifinblc, 1nd t e prnc .1ea 1m1 n •. wn" ,, . .sue , "· policy _and 

J res 1·n mder that we should clearly know beforehand t.hc obJ···ct 
measn , . . I 1 d , th , to be aiiiJcd at ina pract10a way anf ?sign e measures accord111 gly. 

. 3. In Indian c~ndit.io.tis, the prt'ssnre of popuhtion on land 
d rgrict!lture is p,Jrcr.dy cxcr·ed·ngly heavy, ovrT 85% of the po]:!U­

[~~iot~· being dependant on agriculture. If the great obj<>ctiYe cf 
the day namel:y the development .of .n~ ad:quate standard of living 
f r ·til classes 1:; to be acluov<'.d, 1t Is ncu~ss .ry to PllSnrc t hut the 
e~fi~icncy of the agrioultu:ai indmtry is increased to the maximum 

tent possible and thn.t It does not .absorb a larger share of tlw 
ex · ' ' r· t bl I uhtion th'm it can pro ' n Y emp oy, the surplus being tnn~-
pfor, d to new and expanding industrial ~nd other spheres of dcvclop-
er•e · t• · th · t f · . : Wlnle accop wg e !mpor ·>nee o a sa.tisfactory level 01· JJl·:tlt. 
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belief-that the st.Me of prosperity of the agdculturd in•lu>lry or of 
the aariculturist would have been infinite-ly superior, even in th•.J 
absen~e of n.ny_epecinl mochiuery for the ~uarnntced priec·R, if th0 
remaining conditions had been diffcrPnL It is m·ccssory to t-~k" 
this fundamental fa.ctor into consider 1tiun befor~ we dz:f~irle a.f. tn 
wh~t measures would be approprin.tc· or ad<•qude in l.L pl'O[ll''1JlliUC of 
act-ion designed to secnre a.n a.dequ:;te kvd of income to the agri­
culturist, including prier fix;ttion. It i" quice un!nw and giving .1 

wrong persp::-ctiv--~ to say th:1,t tlw r•:-m~1irnng mer-sure:-; tlH:'Hls:·lv-e.J 
dC'pend on- tht~ s-ba hili sa ~"irJn of agricttli_llr' 1 pdl es ;~t lev,•ls invclving 
the grant of shte subsidi•JS. In th~ U.K., and Lh·.' U.S.A., the policy 
of prir.e fix,~ion nr stnbilb-tion has been pt'(•ccdcd and supported 
by a variety of fa-cilitating circumstc,nces which do not obtnin in 
India. I am therefore strongly of opinion that. first thing" muet 
come first a-nd immedhte mensur~-s should be commenced for t.hr 
eradic'1tion of evils from which the agriculturist suffHs nnd for tho 
provision of ell the aids to scientific development. It is r<'cognised 
that an immense field has to to be covered (some of the measur~s 
will require p1·eliminary cnquiri~s and sturlie~) and a coneirlrnblP. 
tim·J for their completion n.nd fl'llition. This is nll the more reason 
for initiating t.hc measureR with the knst possibl~ dPlay. Several 
of our problerns of a.gric.nltaJe c.tll for a vigt_,rous simnltm~·)o:t·~ 
attack on all possible front.s. The Gov.•.rnmcnt of Indio. <tre alivo 
to this and have stated the V<Uious me;csures in thr·ir policy sta.t.ement-. 
Those meastires may be broadly grouped as follows :-

A. Consolidation of holdings and prevention of fragmenta­
tion ; reform of l•._nd tenures s:> as to ensure a fair deal 
to R-ctual cultivabr and do away with his explt·ita­
tion (cf: Flond Commission Report). 

B. Co-operative farmii1g, reform of marketing and provts1on 
of agricultural finance. 

C. Extension of all forms of supply of water by construction 
of major and minor irrigation works e.g. dams, tanks, 
canals and wells. · ·. 

D. Soil conserv~tion; provision of fertilisE>rs and fullest use 
of ~II sources of manures ; production and diRtributil)n 
of Improved seeds; protection of crops against diseasfl 
at;d P.e~ts; dcyelopment of dairy produce; extension of 
sc1en~tftc f";rmlllg as the result; of research, demonstration 
a~d t.ntens1ve propaganda and advice by trained staff 
dtstnbuted throughout. 

E. ~'<pid dev~lopment of industry for relieving the prcssuro 
0 populat10n on agriculture, 

For .this purpose a whole 1 t f '11 · · · 1 · h' h ' o o anc1 ary measure~ wll_ "" n·qmrr · 
w 1e . are also enumerated in tho l'oliey Statement of Govcrmucu\. 
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. 6. One of th!' ehi<'~. ~nxietieR ef Gov<'mm~nt has been to 
Improve the Rt.'ln<lanl of hv111g of tla• proplc• and it O:O<'S without·· 
sayiag that in a country like India, where the nutriJ.io~al standard' 
otre admittedly ~xtremely low. food musi' be kept cheap for th: 
conoumer. The m>dntenance of <·heap food lws become a major 
itGm uf.intcrnat.iunal poli<·y a~1d. will b~ reinf'?l'crd by the necessity 
of kcepmg down the cost of hvmg. The polH:y of ldah prices and 
lkt·~er st.and,nrds of nutri'don m·~ mutun}ly rontmdict0!;•, 

7. Th:--. rr:tl snlat ion t'f Indi:· ,~ p:;ver·ty iH f. f) incH~isc '"11'0-
<luetion in rvery firld trd to <'Psm en '"''i111ly junt c!id:l'ibution 1nnd 
no amount nf nBnipubtiou of piLes by it"'·Jf will proc(ucc the: mil­
lennium. To hope fo; p:·osperity ~vithout. hll'r<asing produnt.ir.n by 
every 11ossibk means I." hk: exp ctlng" consumptive io gain wi'ight 
and hc,alth by cou.•un.un.g Ins .own f<tt .. · Murco:e1· agricultural prices 

, cannot be d·oalt wi~'h Ill I.~ohLtwn ~ro;n ~tl.wr p1 ll0S as ,hey I<''o dus< ly 
in cor-connected. With. pnccs of· mu.usu·J;,l and othccr comm.)dic.i.·s 
and ;:.!so with int..-rn1tional pril·~~ whit h r.ro .d·.'pcndent on world 
conditions. My coll<·agues have recognised the gr~ve difficulti~s 
in a1Tiving at the cost price of agricultural produre in order to enable 
us to fix a fair price bas<'d on the cost price. Pending the evolution 
of a satisfactory method of ~etermini.ng the cost. of production they 
have recommended thefixatwn ofagr!Culturalprlces on the bash of 
P"'rity prev~iling ~etween. the agricultural. priccR a.nd agricultur<tl 
costs during the qumquenmum 1924-29, agncultural costs being rc­
pre"unteu by a suitable weighted index nun~her of the p!·ice of cloth, 
kerosene;s~lt, gur, sweet oil, iron and steel, bullocks, manures etc. 

-..Thev have recognised, however, t.hat circum~t,•necs m3.y ari3c in 
whi~h the fiU11ranteed ~inimum pr!ce m"y have. to be.substwn~ial!y 
b9 law the fair parity price, for Y3.rlous reasons, 1nclndmg the fmau­
cial rescurces avaiable to tho State for purposes of enfOI'cc ment. 

·Thus the rccom!nendations do not r<'ally gu:trantec a fair price and 
thPte is a great danger in creating fa.lse hopes in tho agriculturll 
community. The creation of false hopes which ~annot_ be imple­
mented is likely to have very dangerous repercussions on the_ agri· 
cultural community as a whole. 

S. As I have said before, agricult~ral p!'ices c~.n':'ot be isolated 

f th gei,er~l price structure. This system, 1f mtroduced is , 
rom o . . . t II ' 

bound to lead Iogic~tlly to 1ts ~xtens.IO~ m o ~ . ot~<'r sphAres of. 

P
!'oduction. In order to s

1
ec

1
u
1
reb It_,a~amst con~ s1:e .hocks through . 

t . nal cause~ we s ta o ul'l·Vl~n o matntnn more or kss a 
interna 10 ' '' h' 11 t tdit · · 

1 d economy or a 1g 1 y o , anan economy mvolving a 
a c ose f Sto,te control over mtmy aspects of the national life that 
degree 0 · ~ · t' bl -ould be intolerable anv Impr!tc ICa e. , w . 

9. I wish, however,. to make it ~~ear th"t I do not ~eny the 
cat impOI·ta,nce of securmg a r~asonuule seab1hty of ag.·\cultura! 

gr. or for that matter of all P"'Ices. But the moans adopted fo prices r 



the purpose should be as. simple and effe?tive as possible. India 
imports only a comparatively small fractwn of the food sh~ con­
sumes and in_the past, the price of imports used to affect the mter-

, nal prlce seriously. It was a case of b~e tail wagging ~he dog .. Surely 
it should be possible to prevent VIolent fluctuatwns of mternal 
prices through imports, by regulating the volume g,nd the price of 
the imported foodstuffs. A factor which has been overlooked in 
the Report is that the agricultura.l community itself consumes the 
larger proportion of the foodstuffs it produces than i;he rest of the 
community. Higher agricultural prices do not necessarily benefit 
the agriculturist in so far as he himself is the consumer of his produce, 
but they place an intolerable burden on a smaller section of the popu­
lation in order to subsidise the agriculturist. Moreover, in view of 
.the extremely ·amaH individual holdings of land, a vast majority 
of cultivators Will fail to derive any real benefit. It is only the 
large landed classes who produce substantialsurpluses over and above 
their own consumption that will derive profits. I would, therefore, 
recommend that Government should concentrate their effort on 

. devising direct methods ofrelief to the primary producers with small 
holdings by the grant of special concessions. 

10. We are still passing through a period of shortages and 
heavy inflation and the real problem of the country to-day is to 
bring down agricultural prices and the cost of living. Otherwise 
we shall get caught in a rising spiral of high prices, higher cost of 
living, higher wages, strikes and fall in production. I therefore 
hold very strongly that it would be unwise to reach any hasty deci• 
sions on the machinery recommended in the body of the Report. 
The Government of India have already set up the Commodity 
Prices Board ~nd it seems to me that this Board should be able 
to deal with agricultural prices also for the present. The Interna• 
tiona! Food Board have also been considering the identical problem 
of stabilisation of agdcultural prices and giving a fair deal to the 
cultivator and it would only be wise to aw•.it the results of their 
deliberatiohs. 

11. While emphatically dissenting from my colleagues re­
garding the State guaranteeing a minimum price, I would however 
strongly recommend that further consider<ttion should be given 
to the necessity of maintaining some form of a Central reserve of 
wheat and rice·in view of our recent experiences. It may be that 
when the world conditions return to normal channels of trade and 
commerce, we shall be e ble to supply a II the wants of the country 
and tlie onl.Y regulation required by the State would be control 
over the pr~ces of imported foodgrains. It is, however, doubtful 
how ~ong this pr~cess may take and it is arguable that it would only 
be w:se that India shou_ld have conshntly a Central reserve in order 
to. ti~e over emergencies which may cut off supplies. Once the 
prtnCij?le of the Central Eeserve is 90nceded, it will be necessat'1 
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to have a suitable organisation for the periodical turning over of th" 
Central reserve. These turn-over operations of the organisa-tion 
can be so devised _as to save the agriculturist from the middl,m>n's 
exploitation to a considerable extent Fnd to give stability to agri­
cultural prices. In fact, in the absence of a well organised agri­
cultural co-operative marketing system throughout the country, 
the Central organis<ttion for holding and turning over. the Central 
Reserve can produce similar results. But the organisatioll. ~hould 
work on commercial principles on the basis of securing neither profit 
nor loss. ·For this purpose a machinery much simpler than that· 
advocated in the Report will suffice. On no account should there 
be any question of a guarantee of a minimum price at the expense 
of the State. · 

12. I have not dilated upon the Constitutional difficulties 
in implementing the proposals contained in the main Report nor· 
the hot that the existence of Indian States which follow their own 
policies adds immcaRurably to the difficulties. · 

13. To sum up :-

(i) The real prosperity of the agriculturist is insepara bb 
from the prosperity ·of the entire community and can be 
secured only by increasing production in every field and 
the removal of the many evils to-which agriculture is now 
subject. 

(ii) Pdc_e ·manipulation and guarantee in respect of agricul­
tural commodities cannot be. isolated and eventually 
it will lead to totalitarian economy and control over the 
entire economic life of the nation·. 

(iii) Stability or' agricultural prices can be secured by simpler 
methods e.g. control over the volume and prices of 
imported foodstuf£•, introduction of agricultnral mar­
keting and, as a measure in that direction, the setting 
up of an organisation for holding and turning over of 
a Central reserve of wheat and rice. · 

V. NARAHARI RAO. 
4.-3-1947 
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SUMMARY OF RECOMMENDATIONS 

L The State ahould 

{i) guarantee minimum remunerative prices. for selected 
agricultural commodities and ensure that the bene­
fits thereof reach the small cultivators and, agri• 
cultural labourers, 

{ii) prevent the prices of such commodities from exceed­
' ing specified maxima, granting relief to person• 

with low incomes by subsidies on consumption, 

(iii) imqertake simultaneously a wide variety of other 
· measures of agricultural and general economic de­

velopment! ac?o:Mpanied by a complementary poli­
cy for mamtammg adequate employment, incomes, 
and purchasing power. 

a. Fair prices should be determined as under : 

(t) When necessary data become available, the prices 
should cover the costs of production ·on represen• 
tative holdings, including the payment of fair wages 
to agricultural laboure!s and leave the producer 
an income ·sufficient to maintain himself and his 
family at a standard of life equivalent to that enjoyed 
by other comparable classes.of the population, 

(U) In the meanwhile, the prices should be baaed on the 
· · ·parity prevailing between agricultural prices a.nd 

agricultural costs .during the quinquennium 1924-29. 
Agricultural costs for. this purpose should be repre­
sented by a suitably weighted index number of the 
prices of cloth,. kerosene, salt, gur, sweet oil, iron 
and steel, bullocks, manures, oilcakes and fodder. 

a. The prices eo det~r~ed ":m. be the fair parity pric~a. 
Market prices should be m~mtamed w1thin a range a:bout the_par1ty 
pricee, with minimum pr1ces at one end and max1mum pr1ces at 
the other. 

4. The ininlmnm prices should be determined as under ::...... 

(l) In the Interim period, the minimum prices should 
be noilleu than the fair parity prices. 
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(1i) In the post-interim period, t~e minimum prices may 
be below the fair parity priCes to the extent neces­
oa.ry on a.ccount of the following factors :-
(a) the r~lation between agricultural prices and thH 

general level of prices, 

(b) the relation between price trends in India. a.nd 
abroad,· 

(c) a.ny general assistance to agriculture given by the 
State through subsidies, remission of land r!'venue, 
etc. 

(d) the financial .resources available to the Statil 
for purposes of enforcement, and 

(e) the policy of the State regarding reduction in 
the general level of prices ; 

If a preliminary· reduction in agricultural prices 
is considered necessary for this purpose, it 
should not exceed ·12!% of the O'ilrr11nt fa.ir 
parity prices in any one year. 

- . 
. There are two views in the Sub-committee in regard to 

the degree of allowance to be made on account of 
the a. hove factors :-

(a) it should not lower _the minimum prices below 
the fair pa.rity··prices by .more .than 121% of the 
fa.ir parity prices, a.nd · · 

(b) it shouid be left to the discretion of the prioe· 
fixing authority. 

(tit) In the future, the minimum prices should under no 
·circumstances be .. permitted to fall below a. certain 
rock-bottom level, determined by the fixed elements 
in agricultural costs. · There are two views in the 
Sub-committee in regard to the level of the_ rook· 
bottom minimum· and the period'of its o}ieration :-

(a) It should be the average price in the main pro-
ducing areas during- the qninquennium"'l924-
25 to 1928-29 and should oper_ate for the next 

. .five y~rs, and . 
(b) it ehould be 25% abeve ~hie averaa:e , and llhould 

- -operate' permanently:' 
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(iv) In the future, any sudden collapse of industrial prioea 
with a consequent parallel collapse in agricultural 
prices should be prevented by the State by all poui-. 
ble means. 

5. The minimum prices should 

(i) be calculated for the principal producing areas. T&·o 
prices for other areas should be worked out so as to 
allow for tho normal costs of transport, marketing, 
and other incidental charges, 

(ii) be calculated on the basis of the fair average quality 
of the product, suitable differentials being allowed 
in respect of other grades and qualities, • 

(iii) be announced well in advance· of sowing operation&, 
1 and · · 

(iv) remain unaltered during the crop year. 

6. Tho maximum prices should be determined as under :­

(i) Tho maximum prices for each area should be based ·on 
the minimum prices for th~~:t area. 

7. 

(ii) The maximum prices should be 

(a) 25% highe1 than the minimum prices er a.lterna-
, tivdy, 

(b) equival~nt to the fair parity prices, 

whichever are higher. 

The maximum prices should 

n be calculated on the basis of the fair average quality 
• of the product, suitable differentials being allowed 

in respect of other grades and qualities, 1 

(
. ') b announced as soon as crop prospects are. known or 
H 

6 
in any case not later than the beginning of the 
harvest, and 

.. ') amain unaltered during the crop year. 
("' r 

The minimum and maximum prices should be niforced b;y 
~ 8. . 

by. the State .. 
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(i) a guarantee to purchase at the minimum prices at an 
adequate number of important market centres, all 
supplies offered, 

(ii) an undertaking to provide supplies to t~e mark~t by 
sales from Government stocks at max1mum pr1ces, 

(iii) the building up of reserve stocks, 

(iv) the regulation of foreign . trade by means of tariffs, 
quotas and State trading, care being taken to ensu~e 
that the international obligations underts.ken by t.he 
State are consistent with the requirements of pnoe 
policy, 

(v) the regulation of rente and the fixation of minimum 
wages, 

(vi) the regulation of acreage under crops, and the enforce­
ment of adequate standards of land management 
in special circumstances 

·' 
(vii) the requisitioning of stocks the regulation of the 

· · distribution of supplies and statutory price control 
in emergencies. 

9. The policy of price fixation should be extended to the 
major foodgrains, viz., rice, wheat, jowar and bajra. This involves: 

{i) the main~enance of 'a composite national reserve. of 
foodgr'l.m? fo: enforcing . prices and for meet~ng 
emergencies bko famine· this should be exclus1ve 
of tho quantity import~d for meeting deficits in 
cmrent requirements; there axe two views in. the 
Sub-committee in regard to the size of the re·set ve : 
(a) li million tons and (b) 3 million tons, 

(ii) the building .up. of reserve stocks from internal sur-
pluses when possible, otherwise from imports, . 

(iii) ,the location of reserve stocks at suitable centl'es in the 
producing and consuming areas and at selected ports, 

(iv) the construction of suitable store ge godowns, 

{ tJ l arrangements for the turning over of the reserve stocka! 
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(fli) on the assumption of reserve stocks of lj million tons 
and storage accommodation for 2 million tons ·the 
provision of fmancial resources of the order of : ' 

(a) Rs 6.2 crores, on account of fixed -c&pit&l for 
construction of storage g?downs, 

(b) Rs. 32 crores, on account of working capital for 
holding reserve stocks and_carrying out purchase 
and sale operations, 

(c) Ra. 2.67 crore~ on account of annual operating 
· costs for meetmg interest and depreciation char­

ges, expenses of storage and staff, etc. 

10. The policy of price fixation should also be extended to 
the major commercial crops, vu., cotton, jute and sugarcane. The 
existing schemes of regulation should be adapted to _the principles 
of policy recommended. , · 

11, The policy of price fixation on an- all-India basis should 
not be extended at present to products of animal husbandry. The 
prices of these products should be regulated on a local or regional -
basis by the Provincial and State Governments concerned. Early 
steps should be taken to provide adequate cold storage facilities and 
refrigerated transport for such products. 

12. The administrative machinery should be constituted as 
under: 

. (i) an All· India Agricultural Prices Coimcil should be set 
up on a purely voluntary basis and should consist 
of represent.atives of the Provinces and States at 
ministerial level; it should lay down the price policy, 
fix the minimum and maximum prices and enforce 
them. ' -

It should have under it two bodies : 

(a) a Price Determination Commission, 
(b) a Commodity Corporation. 

{li) the Price Determination Commission should be a body 
of a. semi-judicial nature, with three members • it 
should determine minimum and maximum prices.' · 

It should have under it a Bureau ofEconomica 
and Statistics for the collection, analysis and 

·interpretation of necessary data. 
. ' 
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(iii) The·· ·comil';odity· Corp?ration should h~ . a. business 
organisatiOn, also w1th three. membe~s, tt. should 
enforce the minimum and max1mum pnces f1xed. 

It should have a Mamger t.o ad min i•ter it~ affairs 
onder the supNVision of tl;e Bon1 d of D~rcctors. 

There should be a number of dr·put.y managers, one 
· for each important commodi.ty or a group . of 

commodities, one for each 1mportant function 
and one for each important region. 

For each commodity or a group of commodities and 
for each ,{unction an advisory committee 
oonsisti:Dg ~f repr~sentatives of the diff~rent 
interests concerned should be set up, 

It should .carry-out its norinaf operations through 
trade agents or through the staff of Provincial 
and State Governments, or through its own staff, 
as may be found suitable ; · 

It shouid operate on busi~e~s lines and its expenses 
should be met by the participating Governments 
in an agreed proportion. 

13. The ·Government should, without. delay 

(i) establish a bureau of Economics and Statistics for the 
collection of reliable data, · 

(ii) procure the necessary reserve-stocks of the food grains 
selected for price fixation, viz., rice, wheat, jowar,. 
and bajra, · 

(iii) construct the necessary storage accommodation, 

(iv) select in collaboration with Provinces and States suitabe 
trade or other agencies· for carrying out purchase 
and sale operations, and 

(v) appoint a small skeleton staff for the work connected 
wi~h the set_ting up of the All-India Agt·icultural 
Pnces Connctl. · 

14. Until_ the admit.;istrative machinery i~ established the 
syst~m of w?rk developed by the different Governmehts Rhouid be. 
contmue~ W:tth such modifications as may be necessary in the light 
of the prtnCiples recommended, ' · 
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15. The State should take ancillary me&.sures : 

(t) to improve the marketing of agricultural produce, 

(U) to regulate money-lending and improve rural credit, 

(iii) to reform the land tenure system, 

(iv) to secure an adequate minimum wage to the agricultural 
lo.bourer, · 

(v) to ensure the maintenance of an adequate standard-of 
management and utilization of lo.nd, 

(vi) to execute works of agricultural improvement, supply 
agricultural'reqnisites and provide technical advice, 

-(vii) to consolidate fragmented. holdings and promote the 
establishment of economic holdings, 

(v>io) to extend education in rural areas, 

(iz) to provide subsidized food distribution to low income 
groups and specially vulnerable classes, .and 

(z) to secure the co-operation of the people by constituting 
representative associations of different agricultural 
interests on a local ~asis •. 



Al'PENDIX I. 

State Aid to Agriculture in the U.S.A. 

1. The experience of the U.S.A. in respect of planned 
and co-ordinated measures of State as"istance t.o agri­
culture is full of instructive lessons for India. \Vit.hin 
the short span· of the quarter of & century following tho 
end of World War I, the U.S. Government have evolved 
highly original techniques of control of production, demand 
and prices; utilising the state apparatus to a large extent 
in regard to their formulation, but executing them through 
democratic organisations representative, of the farmers 
themselves. · 

2. The political climate of the U.S.A. has always 
been relatively free from· prejudice against State direc: 
tion of economic 'life, the country having been one of 
the. earliest to foster its industries by a severely protec­
tive tariff, w~ich had its origins in the financial exigen­
cies of the· C1vil War .. But the applicat.ion of the prin­
ciple of State direction to agriculture was rather late in 
taking shape. From the Civil War to the end of the 
19th century, the country found an ever-exl'anding mar­
ket for such of its crops .as could not be absorbed by the 
rapidly expa':ding home population. Cotton, corn' and 
wheat, the primary crops of the U.S.A. all felt the effects 
of the building of railways in the decade which followed 
the Civil War, as well as the steady but rapid fall in the 
cost of carrying grain across the Atlantic. These develop· 
mente brought the European markets within the reach 
of the farmers in the inland states, and led to a stupen­
dous growth in the total production of these crops, accom­
panied by .a fall in the value per unit. This fall in final 
prices' did not, however, affect the primary producer. 
The value of farm crops on the farm in inland states ac­
tually rose per unit in the 20 years preceding 1895, but 
owing to the fall in the. cost. of freight to the seaboard, 
the producers could place their produce on board ship at a 
lower price than before, though retaining a Ja.rgcr sum as 
their own share. After 1895, market pr' ccs t.hcmst"lves 
began t6 rise, and in. fact farm price~ ros!' more rapidly 
than. the general pr10e level. The mcrease was parti­
cularly mark~d hi the case of cotton, the area under which 
ilid not show itself as capable of expansion as that under 
wheat. 

· 3. At the outbreak of World War I, thereforP, the 
U.S. farmer had behind him a history of nearly hnlf a 
century of uninterrupted prosperity. The output of 



cotton, corn and wheat nil practically trebled between 
1874 and 1914, and as we have seen above, prices to the 
producer showed rising trends. ';!'he war gave a further 
impetus to these tendencies. To give one example, the 
elimination of exports of wheat from Central Europe and 
Russia necessitated the opening up of new areas to meet 

.. the urgent war-time demand. During the war period 
an increase of 31 million acres occured in respect of the 
cultivated area in the·U.S.A. 

4.. The stage was thus set for the collapse of agri­
cultural prices- which supervened in the autumn of 1920. 
When Europe "began to rebuild in the post, war period, 
the acres ta·ken out of cultivation during the war wete 
restored, and U.S. production became excessive in rela­
tion to the world's demnrid. This depressing effect. on , 
prices was accentuated by the reaction from the infla­
tionary rise in the five and half preceding years. Tho 
index No. of prices received by the farmer (1909-14=100), 
which stood at 211 in 1920 fell to 142 in 1923, whereas 
the corresponding index of prices paid by the farmer 
fell from 201 to 152. Thus the relative position of the 

. farmer deteriorated. Europe, suffering from curtail­
ment of foreign lending and fiscal demoralization, could 
absorb American farm products. only at very low prices. 
These conditions focussed the farmer's attention on thA 
disparity between the income which he derived from tho 
things he sold and his outlays for farm suppli~s and con­
sumers' goods. Moreover, his fixed charges still remained 
high. The land boom of the war and immediate post­
~ar years had lc~t many farmers with a heavy mortgage 
mdobted~ess, mamly as a: result of farm lands changing 

. hands at Inflated values. Taxes also continued to increase 
as public expenditure for hard-surfaced roads conso­
lidated high schools, and the like expanded du~ing the 
.'twenties'. 

5. In the circumstances, American far-mers naturally 
hc~an to put all tho blame for their ills on the low world 
prices for their export ,commodities and to view the ex-
port " 1 " h . surp us as t o major cause of unsatisfactory 
~rices. ~here gr~w up a demand for relief measures. 
thhc .National Agncultural Conference, called in 1922 at 

re o m~tt~nce of tho Government, reported favouring' the 
cogm 1on of farm t" . 

and tho t bT . co-opc_ra 1ve marketmg associations 
But. bctw:e~ 11 ~~a~1~ 11 of priCes through their operation. 
by th G n<l 1929, tho mnn.sures actually tn.kon 

c overnmcnt fdl f· h t f · tations 'I'h . 
1 

· .tr 8 or 0 the farmE~rs' fiXpec-. e rev1va nf the W F" . to aid in th di ar mance Corpnl'R.tion· 
. 

0 sposa\ of agricultural products, particularly 
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in the export market, tht> Capper-Volstt>ad Act in aid of 
co-operntive associations, incre11sed agricultural tariffs, 
and the provision of additional rural credit agencies con­
sequent on the passing of the Federal Intermediate Credit 
Ac.t in 1923, were the only legislative gains which the 
fLLrmers made during this period, 

6. Thoro was, however, a remarkable increase in 
farm org•uiization activity. The PntronA of Husbandry 
(Grangn), the Farmt>l'S' Union, and a new org11nisation, 
the .American Fnrm Bureau Federation, all began to put 
forwo.r<i legislative remedies for the farmer's difficulties. 
Co-operative marketing organisations began to pay in­
creasing attcnt.ion to the possibi}ities of secm·ing higher· 
prices for farm· products .through monopolistic group 
msrketing. Through the 'outlook' work of the Federal 
Dcpart.ment of Agriculture, begun- in 1923, research 
and extention efforts were directed toward~ ascertaininu 
and bringing home to indivirlual farmers profitable ad":. 
justmcnt in their farm enterprises arid practices. · 

. 7. A good deal of legislative discussion also centred 
round the· series of McNary-Haugen bills which were 
introduced at various times during this period, but were 
never put: into eff~ct, ~>.aving been dcfeat~d ~wice by vote 
and twice by presidential vet.o. These hills m effect pro­
posed a two-price system, a ~Igher one .for the American, 
and a lower one for the foreign market. The loss on the 
stuff dumped abroad was to b? pa.id by the farmer~ them­
selves by means .of an eq':n.bzatwn. fee. To a~md pos­
sible overproductiOn, a r~VJsed verswn of the bill provi­
ded for a bounty to be paid on farm exports in the form 
of negotiable debentures which could ~c sold to importers 
and used by them to ~ay cust..oms duties. Another modi­
fication was a suggestiOn to gtve every producer the right 
t.o sell a designated proportion of his crop in th~· lomestic 
market while the balance had to be sold abronCl. Trans­

ferable a.Jiotment rights given to each farmer, were to be 
sold to the proces"sors, who were required to show' such 
rights when the processed goods were. sold in the domestic 
market .. In this manner. the domesj;ic price was to be 
raised above the world pnce by the value of such rights 
which was to equal the tariff on the given product. ' 

s. Although the McNary-Haugen bills never 
became law, they. s.e~ved t~ direct ~overnmental thinking 
toward• the ~ossJbJhty of mflue_ncmg market p1·ices by 
onscious actwn. But the agricultural problem some 

~-hat lost its urgency towards the later 'twenties', because 
the production gradually adjusted itself and in 1926-29 



income from agriculture as a whole was on n plnnc that. 
compared f!Lvourably with that of the prospcruu; jll'l' · 

war period, although t.axes still rcmainc.d high, ~nnd 
values continued to dcclim,, and progress 111 other fJ(•]ds 
was much greater than in agriculture. 

9. In the meanwliile, the eo-opcmtivc marketing 
orcranisations which had developed along commodity 
lii.:'es in the years following the war, found theinsclves 
unable to cope with the task of restoring farm prices, 
unless they were given federal recognition and support. 
This suggested a new and different attack on the surplus 
problem, and President Hoover lent his support to n farm 
relief plan proposing the creation of an administrative 
Board, equipped with a revolving fund of 500 million 
dollars, to enable producers to get a high degree of 
control of supplies· through their co-operative organisa­
tions and to manipulate them with a view to maintaining 
remunerative ]lrices. The result was the passing of the 
Agricultural Marketing Act in 1929. This Act was to 
" establish a Federal Farm Board to promote the effec-
tive merchandizing of agricultural commodities ....... . 
and to place agriculture on a basis of economic equality 
with other industries ". Notwithstanding many previous 
unsuccessful attempts to hold up prices by storage 
and withholding of stocks, the Federal Farm Boa.rd 
launched an ambitious attempt to. support prices in this 
manner. The method was to make loans to the 
co-operatives which would enable them to hold the 
commodities in storage until the market improved. But in 
the absence of effective control over production, which 
wa~ l~ft to the traditional level of advisory and educational 
activity developed u.nder the aegis of the Federal Depart­
ment of Agriculture and the State extension services, 
~he largest stabilisation operations of the Board, those 
m respect of cotton and wheat turned out to be failures. 
AFtributing these failures to ladk of control over production, 
~}'e Board stated in .its third report (December 1932) 
d~~at no measures. for improving the price of farm pro-

tbs other .than mcreasing the demand of consumers 
can e effective ov · · 'd er a perwd of years unless It provi ea a 
:~r.e ~fenite control of production that has been 
pro~~=~ s~~l far. .For the great staple products the 

remams for future solution " 

10. Producti . 
"a plan ba d on ~on_trol was thus in the air. In fact, 
Norbeck B~ils ;h_. this Idea was embodied in the Hope-
1932 Th ICh were introduced into Congress in July, 

· esc proposed a ta,x on processors, the pr?cceds 
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to be paid as benefits to farmers condit~onal on their 
agreeing to restrict acreage Ol' productio)I by some 
stipulated amount. The bills did not get out of c.ommittec 

. in either house, and a similar fate overtook their successor 
the Jones Bill of 1932, also a production control mcas{.r~ 
on an allotment basis, which was not accepte,d by the 
Senate. All this legislative discussion too~ place against 
a background which soon assumed crisis dimensions. 
The onset of the Great Depression set the stage 'for a 
precipitate collapse of agricultuxal prices. The. index 
of prices received by the fa.rmer {1909-14=100) fell from 
146 in 1929, to. 65jn 1932. Since. pl'hles paid by th<,l 
farmer fell only from 153 to 107 du,r.mg the same period, 
r.ural Q.istress assumed unprecedent~d dimensions·. 
Thro1,1ghout the vyU;t~r ,of 19,32, forced}~quida.tioi\S of 
agricultural assets .were. shaking the national' ·'cre<;lit 
s,tructure. Whqlesale foreclosures of farm mortgages, 
auctioning of chattels, and farm bankruptcies ha,d become 
notorious; Seve~:al thousand banks in ~he rural ar~as 
had to close down, :to· the.· embarrassment of their city 
corresponden~s. 

11. It was against this background of dist~ess, and 
in a mood of administeri~g "first aid" to agriculture, 
that the AAA of 1933 took shape. · Tjle policy under­
lying the AAA was to restore farmers, as a class, to an 
income position as favourable as that which they had 
enjoyed in t~e yea:s just preceding the. outbreak of World 
War I. Th1s policy was to be put mto effect by the 
following measures :-

1. The enhancement of ~gricultural prices by 
widespread restraints on production and the 
removal of supplies from the market, , 

2. the enlargement ~f farmers' i','come through 
direct payments .or participatiOn in produc­
tion control programmes, 

3. ·the levying Of excise taxesf donf pr?cesshors of 
farm products, as a means o e raymg t e cost 
of •adjustment operations', and 

' 

'· the regulation of marketing through volun­
tary agreements among processors and distribu­
tors or compulsory licensing to eliminate 
unfair practices or charges. 

Ill. The programme ,was to . b~. app~ed 
. It al 06mmodities , the Imtial list 

agr1cu ur · t b . d wheat cotton hogs, nee• o acco 
oompr1se 1 

to 'basic 
of which 
and milk 
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and its products. The definition was extended to rye, 
flax, barley; grain sorghums, and to potatoes in 1935, 
Not all these commodities, however, were actually brought 
·under control programmes. 

13. The implement:1tion of these programmes natur­
ally involved a complete revolution in the role of the 
State in relation to agriculture. Even the formulation of 
the programmes called for a complicated analysis of the 
existing and prospective situation of each crop with 
reference to the economic position of producers as measure<l 
by the standard of purchasing po~er "parity':, the determi­
nation of the rate of the processmg tax whrch would be 
indicated in such a situation, the amount of reduction in 
production whioh would be called for, and distribution· 
of acreage quotas down to the individual farmer. More- _ 
over since the- price-raising effects of the plan were ob- ~ 
viou~ly dependent on the degree of participation secured 
from farmers, ·publicity material to give popular expo-

. sition of the details of the plan and how it was expected 
to effect participants had to prepared and disseminated 
through. extensive "Sign-up " campaigns. · Finally, the 
actual working of the plan had tp be supervised through 
all its stages, beginning from the signing of a valid con· 
tract- with the Secretary of Agriculture right up to the· 
final payment. 

14. The administrative machinery which was evolved 
in response to these needs was a masterpiece of impro­
visation. Broadly speaking, a certain demarcation of 
functions was made as between the various state agen­
cies dealing with agriculture. The Federal Department 
made itself responsible for the formulation ofthe program­
mes, the legal details of contracts, and the payments of 

·the amounts due to farmers. The State extension ser­
vices shouldered almost the entire burden of the publicity 
work; and the supervision of the actual working of the 
programme in the field was entrusted to decentralised 
committees of farmers, ranging from the community to 
the county and the State.· · 

! 111. _Unlike the Federai Farm Board the Farm -Credit 
Administra~i~n an.d the NRA, the Ag;icultural Adjust­
ment Admm1stratron was set up as an integral part of 
the Department of Agriculture at Washington Thus 
the_ Administration was to all extents and purp~ses co­
ordmated with the existing bureaus of the Department. 
Its work naturally brought it into close touch with the 
Bureau of Agricultural Economics, but as the lattir was 
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unable to furnish all ths research and statistical materiai 
needed by the Adjustment Admiui•t.ratiou, a large staff 
of economists and 'sta~isticians was built up within the 
Administration itself. A large number of the key men 
were drawn from the Bureau of Agricultural Economics, 
the Federal Farm Board, and from state agricultural college 

· and extension staffs. The so called " factory" which 
dealt· with the routine work of examining and checking 
records of farmers' contracts and auditing and issuing 
payments under· t~em constituted roughly ~alf the total 
staff of 5000, whiCh ran to about 6,500 'In peak-load 
periods. 

16. Although the State Extension Services were 
the main agencies through which local experience was. 

b . t<Yht. to bear in working out the details of the adjust-
1 °1 

o h · t• 't' I l . L programmes, t c1r ac lVI 1es were c ose y articulated 
men" F d l E t ' S · · 11 'th thos~ of the e era x cnswn ervJCc, espema \Y w; :t. Division of Co-opc·rat.ivc Extension. The Extension S 1 ~cos differed in their organization and administrative 
~~:'ies ih .. accordunce with the laws and political prac­

~ of the different States, and a certain amount of 
tlCes d'nation had therefore to be done by the Federal 
oo«t · Et . Tb ddi' I , . · of Co-operative· . x cnswn. . e a twna 
DIVISIOn s E t . s ' ld k th imposed on the tate x enswn ervtces con 
wor b :'"rried out without federal aid, since during the 
not e .ca. tate staff bad been curtailed, and county 
depressiOn s · · · t T bl 

t t
. d ·opped 1n many ms ances. o ena e 

epresen .a .Jves r 'b'l't' I · d r . . · t fulfil the responst 1 1 1es new y ass1gne 
these servJ~es ;djustment Administration diverted subs­
to t~om, t e t State Extension budgets-3.5 million 
tantiA.l . sum

19
s
33 

°10 5 million in 1934 and 13.2 million in 
dollars m , · 
1935. 

f' d organisation consisted ofa hierarchy of 
17. The r'ted from among the participating farmers 

com!llittees se ;~c major . task of these committees was 
themsolve~ t furnished by individual contract signers 
to check , a a a"e and production in base years (from 
as to t,hclr acre ;tagc reduction required had to be cal­
which the p~ce~e that the reduction undertaken by each 
cuJa.tcd) and f'~ ~ayments claimed theref01 were consistent 
and the bene 1 II county plan. State boards of review chec­
with the 0~6{~y of such work done in the several counties, 
ked tho q1'~'' g' of compliance with the terms of the adjust-
Th ohcc nn . e t acts WitS done by persons appomtcd by the 
mcnt oon r, h Ad' t t Ad ' ' 1 · · dity section of t e JUS ,mon . mllllS ;ratwn Ill. 
comf? ton from a list of names suhm1tted by the county 
w·as ungt· committee. The expenses. of the Farmers' 
~~<llotmcn · · 
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committees, which were known as Production Control 
Associations, were deducted from the. benefit payments, 
and hence the Goverm;nent did not have to bear any 
charges under this head. 

18. The organisations described thus far were all 
concerned with the production-cont.rol programmes of . 
the AAA. But a combination of special circumstances 
existing-in the autumn of 1933 forced the AAA into lend. 
ing direct to farmers on the security 0f ·their cotton and 
corn. Cotton' prices, which ·rose by about two-thirds 
from March to July, lost 30 percent of this. gain by 
September. The South began to make vociferous demands 
to inflate the currency, fix the minimum price of cotton at 
15 or 20 cents, and limit the 1934 crop to 9 million bales. 
A serious lack of current cash began to. result in local 
disturbances. The Administration, which was already eager 
to speed the flow of cash to the countryside as a means of 
stimulating general recovery, yielded to the pressure and 
announced a.programme of loans to farmers, .first on 
cotton (September) and then on corn (October). 

19. A legal basis for the new loans was found in the 
acts creating the Reconstruction Finance Corporation and 
the NRA. For the purpose of implementing the loan policy, 
a new agency, the. Commodity Credit Corporation, was 
created under the laws of the State of Delaware in October, 
1933. Its entire capital stock was subscribed by the 
Secretary of Agriculture and the Governor of the Farm 
Credit Administration, who held it jointly on behalf of · 
the U.S. The subscription was .paid from a presidential 
allocation of 3 million dollars from the appropriation of 
100 million authorised by the N.I.R.A. and the Fourth 
Deficiency Act of 1933. From the outset the Commodity 
Credit Corporation furnished the great bulk of loan funds.

0 

The charter authority of the Corporation included, among 
other th.ings, the authority to buy, sell, lend upon, and 
engage m other activities with respect to agricultural 
commodities and food. 

20. Between 1933 and 1936, when the Supreme Court 
rul:d that use made of the proceeds of a processing ta:s: 
~;vred under the.Agricultural Adjustment Act constituted 

contr~l o~ Agrrcultural production " and was therefore 
unconstrtutronal because it was an invasion of rights 
reserved to the States, the Adjustment Administration 
~nd the Commodity Credit Corporation pursued closely 
mtegrated policies. In the fast instanc<', applicants 
for loans ~om."- Commodity Credit CorporR.tion hnd to 
make applica.trons to the county AAA committees, who then 



recommended· the. loan· after ·making .sure that stor&ge 
faci.lities were available and the the commodity offered 
for .IQ;tn met minimum standards .of quality. The hold­
il!g power conferred by the loans was an .important &id 
to the price...,aising effects of the adjustment programmes. 
In effect, ~J,ll ~hat .the farmers had to do, was. to store ,their 
produot and await dev~lopments, this essentially spe­
culative operation being financed by the . Government. 
Between the inception of ihe Commodity Credit Corpora­
tion and December 31, 1935, the face value ofloans granted 
by the Corporation wali as follows :"-'- . 

(in 000 dollai'l) 

]'e4Jr. Ootto". .961'1h 
:. •. 

193~ 119,4.98"', '120,207 
1934 282,8U 11,042 

-.19M. , •. 5,777' '18,Q34 

TOTAL 387,919 145,183 

21. Of these ·IDAno,' about' 230 inillion. dollars were 
repaid during the period, .so th;tt the. net addition t~ the. 
farmers' purchasing power was of the order of 300 million 
dollars. · · · 

22:- Rental and benefit payments under the AAA 
accounted for 1,108 million dollars during the~ame period. 
The· ·total expenilit,u~e of the Adjustment Administration 
upt6' December-31, 1935, may be seen from th(l t&ble 
a.ppended ·below :--' 

(in 000 dollars) ., 

General' Administrative Expenses 
Rental and Benefit Payments 

· Trust Fund Operations 
Removal and Conservation of surplu• 

.·Drought relief, food eo~servation and disease 
eradication operatiOns 

TOTAL: 

78,198 
1,108,323 

15,891 
75,682 

157,720 

1,4311,814. 

~s;. As ~tgainst t~is. E~xpenditure, the total revenue 
. ted from processmg and relat.ed taxes amounted to 
colleo .

11
. rt dollars· upto March _31, 1936 .. Thus the 

9~9 Dl1 !O t not ooYet'ed by the proceeds of the 'taxeE 
dJebureemen · · 'IIi d 11 

f th. ~order :of 800 ID1 on o a.rs, 
were o e 



· i'; . The: ~htiVities'. of-_the AAA' undoubtedly' r~&ulted 
ih' etriking gaini( to the· f~-rmers. The total ca~h mcome 
fr<>m ligriculture- increased· e~ch yea.t; from· 1933 to 1935, 
.,,::may be ·seen from folio Win( ta.bl~ :-

C.uB:: I'Noou:ii·~~:at F:.u~~ · ~:BO~ucinoN_ .N.ti AA,k . .. . .. .. . ·~- ' . _'. 

~J,~Jd:~~ . 
~in milliona·of dollara) 

Yt41'. OCMU~«Jomt< AAA Pa.y- · TotGt Oa,h1 

from ment41, I11e0me from 
Protfucti,olf,r .4.griealilure. 

513lr 
llll3l! 
6703"~ 

1140'1' 
6228 
720f • :• :1 

.8.,.....:-lf-, Da..t. ..C~ ''Tb- puo of t~oo'UA" P• 
. 186). 

· ~~{ · A' the sa.me time; 'ra.rmer' s expenditure inare&8ed 
e,t a. nry: much l!lw~r ra.t,e thall the increa.s_e in t)leir tqta.l 
casli" inooine, so tliat th!l ~otua].: imjlrov.ement in: the­
eoo~pmio . position, of th~ farmets. w&~ very much g_re,a,ti,r 
than· that indicated by the a. hove table . 

. 28. The increase)n !JI!>Bh i11com.e wa.s, of course, due 
to a 'la~ge_ extent to· the in!)reas!l. ill: price. which oooured 
during 'the peiiod. Btltw:eeii 1933. and 193.5, the indexc 
of, prices received by the.fap~1er (19Q9-1'=100) inor~a.sed, 
froin 70 to 108. Prices al0ne ·are, however, a rath~;r un­
eat-isfaotory measure of recovery since they fail to allow 
for loss of output due to .aoreag~.eurtailment and drought. 
Henoe the improvement in· incomes is a better criterion 
of t}llJ b~nefits conferre<l 011,, thj',Ja,rmer. by the AAA, 

. . 27 .' A; further question is whether aU the, benefits 
re?-lly,.-resulted from the activities of"the' AAA. Some 
on_tio~ -have. pointed-'out that tha·period 'under revie'w 
OolnCJ~ed ":1th drought condij;ions., and th.at prices .. we>uld 
ha,ve. rlSe,n m any case. It is .. not. easy, to. disentagle the 
specific contribution of the AAA to ·the final results. 
~;~:&p.a._:n~~>l.l;"~i~,irr~plves, ~nter alia estimates of the amount 

. duot10n m the quant1ty sold consequent on increased 
~~c:;'tthe ,exten~}ll w)lioh the, processing,.ta.x .. was passed 
Nourse h'h co?sumer, a,nd,:the .effects. of. drpught; Mesl!l'a, 

. . . • a.v1s ,a.nd ~lac)!:. ha,re, hc;~wever attempj;ed this, 
:~~\\!.l~~P\'9~ ~~ ~ome .oropJi; ht. th~ir," Th,r~--Yea.,ra;.of · 

1 · "'
0 WF,Il~~l.mll~s,,ll!re,.ll!v!!n below.;~ 



.BJ:Nlll'!'IT PAY,KEWTS AND· JNCREASIII IN TOTJ.L' UL1l'i 
OiF CROPS ATTBIB1l'TABJ:.Ii TO TRlll AAA ·1983 TO 

1935, {IN KIL~ION8 011' DOLLARSj. · ' 

Oommo4itv. Benefit 
P11yrMnt1. 

Wheat 
Cotton 
Tobacco 
Corn Hogs. 

I ncrea•e in total 11alue 
of crop auributable 

. 1o AAA .. 

30 
!130 

100 to 1110 
199 

Total gain to 
prod '!lee~•· . 

illll 
·gs! 

11111 to 208 
. 321 

28. There is no doubt, therefore, that the activities 
of the AAA were of immense benefit to the U.S. farmer. 
It is also not open to question .that these benefits were 
obtained at the. cost of (a) the consumer, in so far- as he 

. paid the higher prices and .had to- c.urtail his intake, (b) 
the processors, whose scale of busmess was decreased, 
and (i:) the general tax-payer, who had to bear the cost of 
the programme to the extent t.ha.t it wa.s not covered by 
the yield of the processing. taxes. It is also possible 
to take the view that the benefits were !!urchased at too 
high a cost. But one thing is clear. In the absence of 
the AAA, farm·incomel would have remained at low levels 
a.nd would have constituted .a heavy drag on the g'eneral 
economy. The flow of ca.sh into. agriculture Undoubtedly 
quickened the pace of. recovery m the U $. 

29. The Supreme Court dec!sion in 19311 did not 
· result in any significant ch~nge m the a.griculturalpolicy 
of the Government,· The Sml Conservatwn and Do·mestic 
Allotment Act was placed on the statute ·book in the same 

ear. Under _this Act, an ~pen or unilateral offer on the 
~art of the Secrerary of Agriculture replaced the contracts 
under the original ,~>dj11stment programmes of 1933. 
Conditional payments replacec;J benefit payments,· dire~t 
a propria tiona replaced processmg .tax,es, an~ the emph~sis 
!s shifted from acreage cont;ol ~~wards soil c~nservat1on 
and upbuilding. The onl! sigmfic~nce of th1s Act was 
.that it functioned as an aid to contmned acreage control. 
But limitation of crops was not successful.. The· index 

f physical production reached a record level in 1937. 
Even in the case of cotton. favourable yiel~s made the 
quantity produc~d that year almost 19 million bales, 
also 11 record figure. 

· 30 . The continuation of the large "iiurpluse8" led 
h U s. Government to· work out more comprehensive 
fc~slation for controllillf them, ,whi9h '\Tali e!Jlbodied, ~~ 
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.the....AAA·of 1938;' ·rn· addition 'to the acreagc'control, 
idea. inherited from the old' AitA,'the Act specifically out­
lined a.n " ever normal' granary" programme_, which ~as 
defined as" a definite system whereby supplies follol\>'lng 

·drought yea.~s· or. other· great calamity • would b~ large 
,enoll.gl}. to take· care of. the COiisumer, but under whwh the 
fa.rmer would. not ·be punished in years of favourable 
weather". In a.ctual practice of course, requirements 
I!<J:!.Q surpluses could .not be deterl.i1ined with absolute 
precision, hence calculations had to be made that were 
sufficiently accurate• to bring ·the problem into focus an~ 
to· form the ba.sis of action programmes. The U.S. Agri­
cultural Year Book of 1938 indicates that one approach 
tha.t ha.s been used is to ca.limlate normal supplies by using 
pa.st avera.ges of supplies adjusted for ·current trends in 

. CC~p.sumption a.nd demand, a method which has been used 

. particularly for determin\ng acreage and production goa.ls 
for basi(l crops. Normal supplies are calculated by ad~­
ing together the requirements of normal · domesbc 

·; consumption, normal exports. and normal stocks. In the 
. case. of cotton, for example, a normal year's ·domestic 

consumption is the average annual quantity consumed 
in the U.S.A. during the 10 marketing years immediately 
preceding the marketing year in which such consumptien . 

, is, determined, adjusted for . current· trends, a ·normal 
year.'s exports are similarly computed and 40 percent 
of the normal consumption and exports is taken as normal 
carry-over. In other ·words buffer stocks· are usually 
calculated on the basis of 40"/o of normal consumption 

, and export&.! .. 

31. ~oreover, the marketing quota principle was 
made an mtegral part of the Act, the quotas being in­
tended to be used to regulate supplies and to maintain 
rllmunerative prices. · 

. 32. . In order to implement the,; ever-normal gra~ary " 
programme, arrangements for loans had to be made more 
comprehensive. · The obvious agency for this purpose 
was the Commodity Credit Corporation, which was re-
organised by an Act of March 8, 1938. The borrowing 
powers 9f the Corporation were fixed at 500 million dollars. 
~he. ;r~easury was required to appraise the assets and 
liabilities of the Corporation. as lln March 31, every year. 
On the basis of this annual appraisal, the net worth of 
the ~rl;loration was to be adjusted to the amount of its 
1_00 m1lhon dollar capital by (1) payment to the Corpora-

. t10n· by the Treasury of any capital impairmtmt, or (2) 
payment by the Corporation into ·the Treasury of any 

· ~xcess net worth over· its ca pit11-l 
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33. · ·The AAA o'f 1938 provided for mandatory loans 
to .~e. made by ~~e Commodity Credit Corporation on 
-~pemf1ed commod1t1es. The loans were envisaged mainly 
· m respe9t of wheat, cotto~, and corn, for which they were 
to. be, granted _upto varymg percentage of the ."parity 
priCe , dependmg on the extent to which domestic con­
sumption and export were. expected to exceed their nor.mal 
levels. 'Minimum rates were set at !iQ% ,6f the. respective 
parity prices. The loans were to be given to co-operat6rs 

.I). ,co~op~!iat.o.r· bein~ qefined (except. in. the case of corni 
as ~.' a prod~cer on whose, farm the ji.crcage planted to the' 
commodity or the crop with respect to which ·the loan 
is made does not exceed the farm acreage allotment for 

. the ,commodity" .. , The loans ~ere :to be on .a non-

. re'cqurs~ basis, an~. no, pr()ducer was to be personally liable 
foi ariy deficiimcy. arising' from the sale of the collateral 
securities any loan unle~s such a !~an was .obtained through 
fraudulent representations by h1m. · 

. 3&.:·-·:Ftom 1938 to the;outbreak of the wslW:ith Japan 
in,. 1941, .Government· policy was. , directed , to'wards 
perfecting the organisation thus set. up.• Attention was 
mainly devoted to stream-lining the decentra!ised local farm 
committees. The, ~ystem, as it finally E!mE~rged, pr~vided 
for a, 0ertain measure of Ce~tr,l}.~ Control at th~ top ·levels 
along· with complete local freedom' at the"commilnity 
stage .. The direction of the entire. organisation. was 

- vested in the Agricultural Adjustment Administrator in 
· Washington. On li!s reco_mmen?ation (in cons~l.tation with 
the State Extenswn D~rector and· the off1mals of the 
principal . farmers' organisations) .. the Sepretary of 
Agriculture appointed State Commitees, each usually·· 

· consisting of four members including alway~ the State 
Extension Director: Below ~he State <?omnnttees came 

· the County and the Commumty Comnnttees, composed 
. h case of three persons elected from among the 
m ea.c. sting farmers. . In all there grew up roughly 48 
9o-~pe~mmittees 3,000. County Committees and 29,000 
~~~~unity Co~;,ittees. As . in the original AAA, the 

1 
· of Committeemen, whiCh ranged from about 3 to 

sa ar1es 1 h ·t· f th 
6 

dollars per day, as :wel as t e opera mg expenses o e 

C 
•ttees were deducted from the funds made 

: omllll • " · 
available for pa;rment to .armers. 

· IJ The responsibilities of the Commodity Cl edit 
3 ' t' were also gradually increased. In 1939 it 

Corpor:;zna part of the pepartment of Agriculture. In 
was ·F 

941 
the scope of loans was extended to include 

Apr! 1 t ' in the peanut programme. In Ma.y of the 
110•0 pera or~ . 



·JI&me. year "the . Corpora.tion we.s .directed to make loans 
a.vaile.ble on the 1941-46 crops of ootton, corn, wheat, 
rice, tobacco e.nd pee.nuts. Loans were 

0 
to be me.de. to 

non-co-opere.tors &lao,. e.t the re.te of 60 Yo of the partty 
price .. · The· re.te for . oo·opere.tors we.s re.is~d to 85% 

· of the pe.rity price. To ene.ble the Corpora.tton to cope 
·with these new commitments, its borrowing powets had 
already been enhe.nced to 900 million dolle.rs in 1939 &!ld 
1,400. million in 1!140. 

. 36. The functioning of the Commodity Credit_ Cor· 
pora.tion between 1938 _and 1940 may be aee11 from the 
fol19wb1.g table ::-

Loans dlstril>uted by ·the Commodity Credit Cor• 
· poration and appropria"ona from aiid payment. 

to tho Treasury, 1938-1940 (in milliona of 
dollars). · ·· 

1838 104 
.liiU l 

. 18'9 141 

llll 
l7S 
63 

'8 
117 
201 

8' 
118 

No'e :-Appropriations from and payments to the Trea• 
sury :rele.te to the a. ppra.isal on .March !11 of ·the 
respective years). · · · · · · · · · 

do 37. Since the Soil Conservation Act of 1936 and the 
1. AAA of 1938 ple.ced emphe.sis on consl)rvation proiramnie, 

it is interesting to note tnat on a.n avere.ge, in the period 
1937 to 1942, crop yields p!l.r JI,Cre were 20.8% above the 
~923-~2 average. · · · · · · 

38. The outbrea.k of the Wa.r brought about a cow­
plete reorientation of agricultural policy in the U.S. 
The changes,.thua necessitated may be briefly summarised · 

··.lUI follows :-

1, The production of the certain crops essential 
to the war effort had to be increased, · · 

' 
2, · th!l .procurement of the agricultural commo­

dities for the Allies had to be organised, and 

3. · domesti? consumers he.d to· be protected agaiust · 
_undue mcreases in the prices 0f foa.dstuffs ,a.pd 
vroceased foods, . 



The fulfilment of these aims naturally ·involved 
not o?lY the Departn;lent of Agriqulture, hut also other 
agenmes· of the Government. This Jed to the creation 
of several high level bodies for the purpose of co-ordination. 
On June 5, 1942, a. Food Requirements Committee 
was set up to control the production" and alloca.tion of a.ll 
civilia.n · a.nd milita.ry food requirements. The Secreta.ry 
of Agriculture heca.me the Cha.irma.n of this centralized 
body, which had power to direct and handle the wartime 
food problems in close coordination with other compli­
cated problem.l of war production. On June 6, 1942, the 
White House annomiced the appointment of a Combined 
Food Board, composed of the Seoret&ry of: Agriculture 
a.nd the hea.d of the British Food Mission. It was to effect 
planned a.nd expeditious. utilizatio~ of the food ~esouroe1 
of the United Nations. · 

30. The internal organisation of the Department of 
· Agricult.ure also under-went a good deal of chang!\ during 
. wartime~. Beginning with De·cember 1941 there' were a 
number . of me_rgers and . reshufflings of the. various' 
AdDiinistrations. At one. period (March 26, 1943 to June' 
30 1945) .the programme agencies of the Department 
w~re. groupeii into two administrative unit.s, one respon~ 
aibie to the War Food Administrator and the'other,to the 

· Secretary of Agriculture. The War Food. Administration 
was, howeve{, merged i]lto ,tl\e Department ()f Agrioillture.' 
with effeotfrom July 1, 1945. 

40. Durins< a.ll thes~ oh~-n~el;: the: Commodi_ty Cr~ditr 
C-orporation managed to r~tam 1tB •?entit-y. . B.ut-In August: 
19~; both· the• Commodity Cr~~t> ~rpora.t10n· and th_e· 
Agrioult.ua.I• Adjustment . Adm1rust.rat10';' were consoli· 
d red' (along· with some related offices) mto the Produc.­
/ a.nd Marketing Administration> Within thili 
· 1don · 1· trat1·0 n the a.djustment progra.mmes were to be 
amms •. 'db ditb h' formulated and' super'vlse Y commo y ra.nc ea. 

41, It is; howev~r; mor? important. to exa.mine. ho"" 
the objectives oh~•ar•1me a.gr1~ultura.l policy were a.ch1eved 
b . these agenc1e~ As1 we• ha'!"' stated b!lfore, the 

;'oduction of certam crops essentu•l to the war effort had­f be increased. T)le method used to e:vo!te the desired 
0 d.uotioh wa~· tci guarantee' prices· tb~ fa.rmers· a'ti, not 

r:s~ than 90% of the J?aritY; Iev~l. !Jlis _price ,s~pport 
ro ramme was~ p,u~ mt?. prac_t1oe ~n .. d~fferen,\>, ,ways 

aes&ned to fit the per1shablllty a.~d umf~rm1:y of the ~om· 
d'ty a.il well a~ the respective ma.r)!:!)tmg practice•, :w:b ~ .. 1 briefli be •ummarised w follow• ;-



1. Non-recourse loans, used for g;ain and ~otttohi! 
which are easily stored on .a~ms or ID 

condition in which they leave the farm; 
2. Direct purchase from. farme~s, used mainly 

.ior a number of the field crops and for w~ol 
and dried fruits, all of which are also easily· 
stored in the. condition in which they leave 
the far!l1; 

3. 'Purchase of graded or processed commodities 
·from either dealers or processors at guaran­
teed prices; providPd the dealer: or processor 
bought the raw material from the farmer at 

· support prices; and · 
Supplemental p~:fme~ts to farmers, used . in 
instances where the Government. did not hke · 
to interfere with or disturb normal marketing 
channels .. 

42 •.. The. ma.jot load in putting these programmes 
' in\o effect was naturally carried by the Commodity Credit 

Corporation. As regards non-recourse loans, the ro11thod 
was already' familiar . to the Corporation. The ·other. 
methods could be put into practice only with help from 
other agencies., I.t is not . possible to. describe h()re the 
manifold devices used in this connection, but it mn.y be · 
stated that in. the IDI!-in purchasing operations . were . con­
ducted either by committeemen on the. account of the 
Corporation, or by foreign buying agencies, the acoourit.s in 
the le.tter case being adjusted under lease-lend. Undue 
increase in prices charged to the consumer were _prevented 
by the purchase and re-sale operations of the Commodity ' 
Credit Corporation, which in a number of cases supported 
prices to farmers at one level and sold the produce to pro­
cessors and distributors at a lower level, the Treasury 
&beorblng th~ loss .. 

,3, All these activities necessitated further increases 
in the borrowing powers of the Commodity Credit Cor· 
voration, which. were increased to 2,650 million dollars 
ln 19U, to 3,000 million in 1943 and 4,750 million in 1944, 
The loans distributed by the ck,rporation during the war 
ye&ra we:re a.a under :-

:rear .. oottot.: OOI"'l. WAeat. OtAera. 
1114.1 1113 81 361. 
11142 166 " '61 
lDU 84.1 G 162 

--.-
'i60. llll 084. 2111. 



44. As for .the purchase operations ofthe Commodit; 
Credit Corporation a rough indicator is the level of stocks 
owned by it at any given moment of time. · The position 
in this regard on June 30, 1944 was as under:-. 

Stocks Owned by the Commodity Credit Corporation 
(As on June 30, 1944)' . . • 

Oommoility. Quantity. Book Value 

Wheat (000 bushels) 
Corn (000 bushels) 
Cotton (000 bales) 
Tobacco {000 lbs.) 

98,960 
1,951 
2,322 

168,813 

(in 000 dollars). 
135,565 

146,920 
87,860 

45. The wartime activities ot the Commodity Credit 
Corporation unde:rtaken in 1942, 1943 and 1944 were 
estimated to cost about one million dollars. Roughly 
half this amount was used for dairy feed and milk pay­
ments, about one-fourth· :was accounted for. by losses 
on sales of feed wheat and the remainder wa.s mlide up 
of losses in connection with oilseed crops, processed 
vegetables etc_. · · 

46.. Although the cost of these undertakings has been 
substantial it is small when considered in relation to t-he 
total cost of the war or even to the total cost of producing 
food during the war. Moreover the degree of stability 
that has been maintained in the face of many obstades 
compares very favourably with the rise that t.pok place 
during the la~t War. The general wholesalE' price-level 
has risen only 37% since August 1939 as against. the rise 

· of more than IOO% in t.he period of nearly equal length 
that marked the duration of the last war. The. cost of 
living, which before October 1943,_ was rising by 3/4% 
every month, was for the whole year 1944, held without 
any change. 

47. Simultaneously' with the operations of the Commo­
dity Credit· Corporation, the Adjustment Administration 
continued its policy of· production control. The aim was 
to help the farm oper!l,tor to scale his crop production 
upward or downward to meet national agricultural demands .. 
The Administration was also in the best position 
to provide the machinery for making regional break-downs 
of the national goals set up for crops needed in greater 
quantity. and its allotments and marketing quotas 
prevented a wasteful expansion. of competing but less 
essential crops. As before, the work in the field was 
carried out by the deoentralised farmer-committees. The 
conservation work of the Administration was continued and, . -



. . to Ioca.I committeemen in detPr-
itr?B:ter lat1t~~e w:as gi~~~ conservation practic<>s and th<" 
nurung spemf1eat~ons imld earn by carrying them ont .. 
~ize of payments a~mers caging the money earned by 
The· resultst'h:"ere 0e~~~¥~creaslng steadily year by year :­
farmers on IS ace -

E · d by Farmers on Conservation 
Monepy at;ne (•'n millions of dollars). rae Jce.s, · . · 

· Amount. 
Year .. 

114 
1940 122. 
1941 166 
1942 213 
1943 

48 The combined effect of all these meas~res has 
• · · 'fi ant increase in the output and yield per 

been -af slgni 0 The following table shows the increases 
a.cre o crops. . h . · h b achieved durrng t e war years .-that ave een . 

Volume of Agricultural Production and Crop 
. Yields per Acre, 1940-1944. 

Year. 

1040 
194,1 
1142 
194,3 
1944 

Index of total volum; of 
Agricultural Productton 

(1923-32=100). 

112 
II II 
126 
131 
133 

I nde:x: of crop yields 
·per acre · 

(1923-32 =100). 

120 
122 
136 
124 
130 

. 49. What of the future t With the end of the war, 
the p~oblem of surpluses has again begun to exercise 
the minds of the U.S. Government. After the urgent 
nP-eds of war-devastated countries have been met,. it is 
likely that the problem may again become acute. But 
in the meantime, the Government have assured twent.y 
farm commodities of pt•icc-supportA in the present post­
war period. Six bA.sic crops, cotton, corn, tobacco, rice, 
wh<"A-t · ancl peanuts have been asAured of price support 
for full _two yp.ars from Ja-nuary 1, following the date 
on which t.he President of CongrE>ss shall have proclaimed 
the hostilities to have endccl. Fourteen other crops have 
also been assured of pricc-Rupports for at least two y<'>ars 
after the war ends. The post-war commitments accepted 
by t.he Government. are to support the prices of all these 
C\ll)llllodiLies at 90% of the pn.rity. 
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110. That the U.S. Government meQ,ns business is 
evident from the statement on post-war agricultural pro b. 
lema made by the Secretary of Agriculture, Mr. Claude 
.R. Wickard, at a hearing of the House of Representatives' 
Special Committee on Post-War Economic Policy 11-nd 
Planning in August 1944. In this st11-tement he m11-de it 
clear that the " Ever norm11-l Gr!!-nll-ry " idea should be 
expanded, both u a means of storing part of the yields 
of years of plenty against years of lower production, and 
as a means of stabilising the income of farmers. A farm 
family should enjoy a way of living comparable to 
that of a family of equal capacity and industry which 
derives its income from business or industry. Parity prices 
for farm products would be one possible index of whether 
·this aim were achieved, parity income another. Prices 
and income-supporting programmes were also envisaged 
as a part of national farm policy. 

61. Price-supports are thus the pivot of post-war 
U.S. Agricultural Policy. Beginning with tentative at­
tempts o,t a marketing control, agricultural policy i~ that 
country has evolved. throug~ tho stages of stabilisation 
operations, productiOn adJustment and non-recourse 
loans to the present full-fledged acceptance of the Govern. 
ruent's duty to guarantee a fair return to the producer. 
Jt; is also clear that what began in a half-apologetic way 

8 
market adju•tment involving more or less self-financing 

:~rn.ngements has gruwll into u. sy!l!·Olll of asaistauoe to 
· Iture financed from the general exchequer. agr1cu · 
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APPEN'DlX II. 

State Aid to Agriculture in Canada. 

· 1. State assistance 'to agriculture in Canada has 
been conditioned by the overwhelming import~nPe of 
exports to the country's economy, and of whc·~ t u~ong 
those exports. · It has been estimated by L. R~emmsky 
('Anglo-American 'l'rade Prospects', Economic Journa.!, 
June-September, 1945) that nearly one-third of Canada 9 

annually paid out national income is derived from 
exports.' Moreover, of· Cauda's exports in pre-war days, 
nearly 30 and 50 per cent went to the U.K. and U.S.A . 
. respectively, but these constituted only 5 and 15 per cent 
of the total imports of those countries. Cannda was 
thus in· a. very week bargaining position, especially as 
export surpluses were in many cases st"vervJ times as 
large as domestic consumption. For instance, the country 
produced five times as much wheat as she consumed, 
·and her· exportable surplus wa.s about 40 per cent. of 
·aggregate world exports .. Nor was wheat the only f1eld 
:cro~ ?~ported. Oats and barley accounted for small 
qu~ntities. The exports· of fruits, vegetables, fish and 
da~ry products also amounted in value to roughly half 

-that of the total exports of wheat . 

. 2. Prior to World War I farmers usually sold 
their wh t 'th ' · . ea e1 er to the local representatives of the 
gram merchants or to the · elevator companies which 
re-sold the p d ' ' "'h' · ro nee to the Winnipeg Exchange. J. 19 

system was always su t · h ho believed that th spec 1~ t e e~es of the farmers, "! 
by the trad' . ey were bemg pa1d unfairly low pr1cC'S 
led to the ~~fa~~t~ests. In 1917 the exigmci~s of wa.~ 

·visors, which was ~ent of the Board of Gram Supel 
for the centralise m~ended to function as· an agencY 
ments. The B d dellmg of wht·at to the Allied Govern­
Allied Govern~:~t was the intermediary between th; 
the latter bein th~~ an~ the Wheat Export Com pun) • 
ment-felt that 1h t'buymg agency. •In 1919 the Govern­
:would be able toed I me h.ad co~e to set up a body w_hich 
centralised bu · eal With a situation in which neit,her 
existed. The y~ng ~~r the pre-war type of open market 
established by ~n~ 1a;-t Wheat Board was accordinglY 
contrast to th Br er-m-Council on July 31 1919. In 
a r· e oard f G · ' · d Ina! price to the f 0 ram Supervisors, which P~1 

W~eat Board av armer once and for all, the Canadut!l 
delivery of the gh e a substantial first payment. 011 

payments as thw eat to the local elevator and furthel' 
e e cro , d ' :xpenses, f:lince . P Wl<s sold, deducting the Boar 5 

prices continued at high levels, farmers 
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were favourably dieposPd townrr!s the Board. But its 
·activities aroused th~ natural oppo•itiun of t.ht• Winnipeg 
Grain Merchants, and as a result of thi~r agitation, the 
Board was abolish<'d in 1920. 

3. Farmers in gc-n('ral were. however, averse to 
rduruing to the old st.at.c of £.!fairs, and in 1923 the 
Alberta Growers org:•ni•cd themsPlves into the Alberta 
Co-operative \Vhcat Producers Ltd., ·which was to carry 
on centralised selling operations on exactly the same 
lines as the defunct Wh011t Board. In order to ensure 
some stability in the scale of operations, it was provided 
that members should pledge themselves to deliver their 
entire produce, for a period of five years, to the Co-opera­
tive Organisation. The example was followed by Mani­
tobn and Sasketchawan in 1924, and in the same year 
the three provincial organisations combinefl together 
to form a Central Selling Agency called the. Canadian 
Co-oper!Ltive Wheat Producers Ltd., otherwise known as 
the Canadbn Wheat Pool. During the next three years 
this org11.nisation marketed approximately half the Cana­
dian wheat crop, and worked smoothly and efficiently. 
lienee whe·n the original five year contracts expired in 
1928, they were almost all renewed, and the Pool appeared 
to be firmly established.-

4. By . 1928, however, the world wheat market 
was ripe for a collapse"' Ever since~ the end of World 
War I, the wheat market was suffering from a fundamental 
diseqnilibrium. Production in Nort.h America, Aus­
tralia, !Lnd the Argentine. was incre:tsing in spite of falling · 
prices, bec!Luse of decreasing costs consequent msinly 
on the employment of the petrol engine. Meanwhile 
the European countries, the natural outlets for these· in" 
creased supplies, were trying to maintain and even increase 
.their domestic crops by high tariffs. ~'he natural result 
was that the world's stocks of wheat were gradually 
increasing, and priC('S started falling steadily. In 1928 
matters carol) to a head. There were bumper crops in 
the Argentine· and Canada, and at the end of the year 
good quality milling wheat in Liv:erpool was fetching 
about 10 sh. a cwt- as comp!Lred With about 11 sh. Sd. 
the year before. 

5_ At this stage the Canadian Whea~ Pool made 
a miscalculation. Sharing the general. f?ehng of specu­
lators that wheat prices had been dechn;.ng long. en?;'gh 
and th!Lt a. tise was overdue, the Pool d1d not hqmua.te 
its holdings at lower prices, but carried over excessively 
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iarge ·stocks ipto ·the 1929-30 season. The example of 
the Pool was imitated by other speculators. The result 
was that ou August 1, 1929, the world's carry-over was 
at a level nearly double that of two years before. 

6. In the autu~n of 1929, the' price of wheat fell 
to $1.50 per bushel, and the Pool fixed the first payments 
to growers at $1.00. Shorr.ly afterwards, the price fell to 

. $1.25, and the Pool was obliged to ask for >tssuranc<·• from 
the banks that they would not insist on the sale of its 
stocks in order to recover their loans. As the banks 
refused to give any such. assurances, the Pool was eompdlcd 
to ask the Provincial Governments to guarantee repay­
ment of the loans. The Govnnments willingly gave the 
required guarantees, because thry did not anticipate 
that prices would fall below $1.00 per bushel. Actually, 
·however, prices crashed down further, and .ultimately 
the receipts from the sale of the 1929 crop were less than 
the total advances paid to the members by about 23 
millions. The loss was met hy the Provincial Govern­
ments mainly by issuing state bonds to th" banks on the 
security of mortgages on the .elevators owned by the 
Pool, the latter being required to repay the ,face value 
of the bonds over a period of years. 

7. With regard to the 1930-3l crop, the Pool made 
an initial advance first of $0.60 per bushel when the mar­
ket-price was fluctuating around $1.00, and later of $0.55. 

' But the price went on falling, and it became clear that a 
complete collapse would result if the Pool liquidated 
its hol~ngs, leading in turn to . severe repercussions, on . 
the entue economic organisation of the country. The 
situation evidently called for drastic measures, and the 
Pool, backed by the three Provincial Governments, 
appealed to the Dominion Government for aid. The 
latter agreed to assist, on condition that they should have 
the _right to. appoint the General 1\:lanager of the Central 
Selling Agency, with virtually dictatorial powers over 
the sale of the crop. The Pool agreed to this condition, 
and in November, 1930, 1\:lr. J.I.ll:lcFarland was appointed 
as General.ll:lanager. 

8. 1\:lr. McFarland carried on the methods of the 
Pool, except for the discontinuance of direct export 
through . its offices overseas. Incidentally, the whole 
~ystem of marketing of wheat in Canada was examined 
m 1931 by a Royal Commission under the chairmanship 
of Sir Josiah Stamp, which pronounced in favour of the 
old speculative mn,rkets. But as this opinion created 
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considerable opposition .among the. fa-rmers, the Agri­
cultural Committee of the Canadia-n Pal'liament held 
another investigation, before which the farmers pressed 
the necessity for setting up a nationa.l wheat board simi­
lar to the Canadian Wheat Board of 1919-20. This plea 
was not accepted, anlf finally the pools cancelled the 
contracts of their members, thus leaving them free to 
market the 1931 crop through any agency they chose. 
The pools still remained as the owners ·and operators 
of the elevators, carrying on business on much the same 
lines as private elevator companies. 

9. After 1931 the Central Selling Agency became in 
effect a Government Department for the liquidation of· 
the stocks left over from the operations of the Pool. The 
Government also attempted to control the Winnipeg 
market through the Agency. l'he measures. taken in 
this connection included the buying of" futures" at times 
when this course was deemed necessary for stabilising 
prices, and of course, spot buying and selling also. The 
objective was not only 'to avoid a fall ih prices, but 
actually to force them up. In this endeavour, the Agency 
wa.s largely successful, but only at considerable cost to 
the Government while surpluses kept mounting up. On 
August 1, 1935, the Canadian Government was holding 
nearly two-thirds of the total world carry-over of wheat-. 

10. The state of affairs described above led to a 
parliamentary inquiry, as a resu.lt of which the Canadial\, 
Wheat Board Act was passed m July, 1935. The Act 
provided for the appointment of a Board 9f three members 
with headquarters at Winnipe~. Provisio~ was ~Is~ made 
for the setting up of an Advrsory Comm1ttee !muted to· 
8. maximum of seven persons, of whom four were. to be 
representatives of producers .. The B~ard was empowe~ed 
" to sell and dispose of from t1me to t1me all wheat which 
the Board may acquire, for such price as it may consider 
reasonable, ~th the object of prom~ting the sale and use of 
Canadian wheat in world markets . There were no com­
pulsory provisions requiring the farmer to sell his wheat 
to the Board. On the other hand the Board was required 
to purchase all whea~ offered to. i~ at. a fixe~ . price, 
accompanied by the 1ssue of partlc1pat10n cert1f10atea. 
These certificates entitled the producer to share in the 
equitable . distribution of ~he profits arising out of the 
operation of the Board durmg the current year, and were 
non-transferable. 

11. The Act itself did not la.y down any basis for 
determining the fixed p~ioe, this being left to the judge­
)llent of the Bo.atd, subjeot to review by the Governor 



to bo· contracted. ·Even as en.&ly as 1940,- the Govern· 
ment unilettook a " Wheat AcrPage Reduction PoJ;cy , .. 
In 1941 payment• were mad<> at $2.00 p_er ,acre on ''"ch 
acre diverted from wheat to coal se gt a.ms and gr~tase•. 
as compared wit!> the 1!140 acrea.ge .. A higher pnymPnt 
of $4.00 pet a.cre was mane on the wheat acreage al!owc.d 

. to lie fallow. In 1942, the payments on the fallow wete 
reduced to $2.00 per acre, the other payments remaining 
unchanged. In the same yea.r, it •was deemed necessary 
to increase the production of flax for munition purposes,. 
and the Wheat Board waa given complete cont>ol ovc>r 
the purchase and •n.le of flax-seed. The Board fixed the 
price for the 1943 crop of f!a.x·seed at $2.25 per buRhel. 
'Similar authority· was given to the Board in regard to the . 
puchltse· of soya beans, tho presctibed price being $Ul5 

:.huabe) 

. IIi. Another importa.nt war-time development, whioh 
in effect Jed to the maintenance of. prices a.t stable levels, 
wa.s the e.stablishment of Commodity Boards like the 
Mea.t Boa.td, the Dairy Products Board and the "Sp•.cial 
Produot.s Board. These Bonrds were charged with the 
duty of supervising th" purchase and shipment of various 
farni products under the bulk sales cont.racts entered into 
by the Canadian Government with' t.he British Ministry 
of Food and oth~r Uniterl Nations Organis:ttions. These 
contracts related to pork products and beef, cheese and 
evaporated milk, <'ggs (dt•ied and shell), dret<Sed poultry, 
dried peas a_nd benns, rlehydrRted V<\g~tablea, certain 

· cla. .. es of sends, and fibre-f]a.x. The fact that. the' 
Procnrorncnt Boards were ready to purchase all contract 
goods of suitn.blc grndc in bulk lot.s naturally. provided 
price support for these and sim!lar products. 

20. The war also iutl'oduced some complications with 
regard to tho export trade. In some cases, as in the 
n.ppln t1·n.de of Nova Scotia and Brit.ish Columbia, export 
markets were rlisturbed seriously. With regard to this 
fruit, the growE'rs were prot-ected by minimum· gua1a·ntee 
on that port.ion of the crop f01 which no good outlet was 
visible. If it became necessary to process the apples 
the Gov<>rnment unilert.ook to absorb t.he ]oos on pro~ 
rludR solr\ in this form, Difficulties also· arose when feed­
groin• prir•"" advanced sharply in 1943 in t.hP U 8. t 
levels abov_e the eeilings fixed in Canada., and the ~X· or~ 
of feedgrmns bec>tme prof1tablc. !I) order to ca. f 
the p1·nfits nri•in!Z fmm this trade, the Canadian Fe~~~-~~ 
Govc.nm~nt. estn.bhs~wd Equalization Funds· in· A ril 
J!l43, end _thA C:an"d•an. Whe~t Board was Rssig11ed the 
responsibility of admmrstermg . them, Equalization 
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fees were 'levied on permits issued for the export of oats 
and barley, a.nd were based on the difference between 
the Canadian piice ceiling and the U.S. market prices. 
The revenue thus realised was distributed after the close 
of the crop year among all producers-who marketed oa.ta 
and barley during the period offunotioning ofthe Fund. 

2f. The Government also used the method of sub­
sidies to even out the differences between the prices 
of farm products and to stimulate. the production of 
commodities which were deemed essential for the war 
effort. Since this programme was . conceived in the 
interests of consumers also,. the subsidies were coupled 
with measures designed to reduce the prices of impmted 
products. In the_ case of these imports the Government 
reduced import duties and also resorted to direct consumer 
subsidies. Tlie programme was handled by a newly 
established Commodity Prices Stabilisation Cmporation, 
which was wholly owned by the Crown and was directly 
r~sponsible to the Minister of Finance and to the Wartime 
Priers and .Trade Board. Subsidies were paid in two· 
wn ys --(I) Sale of goods at below cost prices by the Cot­
pm-ation, and (2) di1ect payments to producers, impmtets 
:tnd · distri but.ors. Tht> total cost to the Government · 
of (.he activitie" of the Corporation, from its inception . 
upt.o December 31, 1944, is shown in the following table:-

Operations of the Commodity Prices Stabilization 
Corporati~n, Ltd. 

December 1, 1941 to December 31, 1944. (in 
millions of Canadian dpllars). 

Item. 

Import Subsidies 
. Domestic 'Subsidies 
Losses on Commodity Trading 

.Administrative Expenses-

TOTAL: 

A moun,. 

99.4 

100.8 

. 25.4 

.2.1 --
227.7 

(SCYUrce :-Report of the Wartime Prices and Trade 
Board, Canada, Janmny 1, 1944 to December 
:n, 1944). 

22.- Out of the domestic subsidies of $100.8 millions 
gricultural protlucts accounted for $64.24 millions a~ 

:~ay b<' seen from the following table :....:. ' 



Subsidies-or reimbursements of Domestic !-gr · 
cultural Products. · 

(in millions· of Canadian dollars). 

Ilem. 

Butter •. 

. Canned Fruits and Vegetables. 
' ' . 

Corn. 

Eggs, frozen. 

'Fruits, fi;esh and processed. 

Feeds, fishmeal. 
- -

· Jam and Jelly." 

Meat. 

:Milk. 

ToTAL 1 

A moun.!. 

12.86 
• 
3.95 

0.05 

0.23 

1.30 

0;·13 

1.02 

0.41 

44.29 

64.24 

23. The largest single item was thus the expenditure 
in respect of milk, amounting to $44.29 millions, of which 
38.46 million represented subsidies to consumers • 

. 24. The most comprehensive measure of State as~is­
tance to agriculture in Canada, was, however, the passmg 
of the Agricultural Prices' Support Act in 1944. Under 
this Act, which is designed to guarantee minimum iJlrices 
for farm products against a possible collapse of such • 
prices after the war,'a Board is to be set up, financed by 
$200 millions from the Federal Treasury, with the autho­
rity to purchase staple agricultural products, whenever 
such products cannot be sold on the general markets above 
certain "floor " prices which will be prescribed. No 
specific formula for determining these " floor " prices 
is laid down, this being left to the discretion of the Board, 
su?ject to a general obligatio!} " to secur~ a fair relation· 
sh1p between the returns from agriculture and those from 
other occupations". A Board of three members assisted 
by an. Advisory Committee, representing producers and 
trade-mterest, is to administer the Act. Two methods 
ar~ prescribe~ for supporting prices-(1) the fixation of 
pn~es at which the Board will be prepareii to purchase 
agricultural commodities and (2), an undertaking to make 
goo~ the difference between 'the actual average pi'ice 
durmg a season, and the price which in the judgement of 
the Board will bring sufficient returns to the {armer. 
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25. In connect.ion With this Act., the Minister of 
Agriculture explained that it was not int.ended to control 
production after the war by means of production or 
delivery quetas. However, the Act was envisaged as 
providing a mechanism whereby the production of some 
products may be decreased and of others increased b,y 
est<>blishing less attractive floors for some products than 
for others. 

26. The history of Agriculture in Canada thus affords 
instances of almost every kind of state assistance. · The 
operations of the Canadian Wheat Board constitute 
a classic example of state bulk purchase and sale opera­
tions designed to protect the farmer from the incidence 
of unfair prices offered by grain traders. Experience 

•led to this method being supplemented by outright pay­
ments on or acreage basis, related to the need of the pro­
ducer as judged from the productive capacity of the land. 
These measures were extended to other crops than whea•. 
during wartime, which also called forth various devices 
to capture. a portion of the export profits for the benefit · 
of the farmer. At the same time, the necessity for evok­
ing the pattern of pr?du~tion dictated l_>y war needs, com­
bined with the obJective of protectmg the consumer 
against undue increases in the cost of living, led to the 
. grant of generous subsidies. b~t~ to producers and c~nsu­
mers. Finally, the most sigmficant feature of the situa­
tion is that the Government has realised the supreme 
importance of protecting farmers against a post-war 
collapse of prices, and has set up ·a machinery, well in 
advance to prevent' such a development. Canadian 
experience thus provides many types of price support 
measures which are well worth careful study. 
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APPENDTX Ill. 

State .A.id to .Agriculture in the United Ki'llgdom. 

1. A study or" Briti8h agricultural policy _reveals 
that the idea of State aid has not found favour w~th the 
public until very recent .times. Whereas AmeriC!:n agri­
culturists behave as if their contribution to soCiety en­
title!! them to demtmd help from the general revenues 
as a matter of right, their British counterparts usually 
ask for such concessions in a half-apologetic manner, 
sucli 1equests being generally coupl•;d with promiseo of 
in01eased efficiency. :Moreover, Government aid to fa1m­

. ing in Britain has u ptill now been conceived of mainly 
as emergency relief, and has in most· instances been. a 
by-product of pressing war-needs. 

2. 'The causes fox this half-hearted attitude are 
grounded in the impcr!Pl posit.ion of Blitain, as well as 
in her former status of intprnationol lender par excellence. 
From the repeal of the Corn L:cws in 1846 till the Octawa 
Agreements of 1932, Britain was open without restriction 
to the agricultural products of Empire and foreign coun­
tries. Britain could be paid back her foreign investment• 
only if she would take pe,yment at least partly in a.gri­
cultural commodities. Again, 'the location of many 
intemational commodity maxkets in London meant that 
substantial sums could be earned by way of charges 
in connection with the transactions cauied on thete all 
of which wenj to swell Britain's 'invisible exports'. More­
over, to Blitish manufacturing and commercial interests, 
cheap imported food, which enabled them to keep down 
the level of wages and improved their competitive posi­
tion in foreign markets, vis-a-vis other nations with a low 
Btandard of living, appeated to be absolutely essential, 
even if it meant that British agriculture was ruined. 
Sir John Russell relates in his monograph on Rothams­
ted how at the beginning of the present centmy, when 
A. D. Hall, his predecessor at Rothamsted, approached 
the Board of Agriculture for a Government grant, it was 
tefused, and the Secretary confided in Hall his view 
tha~ agxiculture in England was dead and it was the Board's 
busmess to bury it decently. This atti'tude was typical. 

. _3. Even after the repeal of the Corn Laws in 184 I, 
Br1~1sh agliculture continued to be relativPly prosperous 
until 1877. Although in the period 1846-7 4 the ptice of 
:Wheat remained stationary while the p1ioe of other ~rtioles 
Increased, the consumption of wheat incteased enormously. 



·Messrs. Loyt·on and Crowther in their "·Study of Prices " 
estimate that t.he av<'rrtge nnnual conAumption of the 
country increased from 14.0 million quarters in 1841-45 
t.o 20.2 million quarters in 1871-75, an increaAe which was 
prnportiono.tely greater than the rise in population durin; 
thn same period. Act.ually, the golden age of British 
farming began in 1843 with Lawes' invention of super­

. phosphatP e.nd the manufacture of artificial' fertilisers 
on a commercia) scale. Imports of feeding stuffs like 
maize, beans and. oi!cakes, the extension of field drainage 
and the utilisation of machinery ofaUkiuds like seed drills, 
reaping machines, chaffcutters and steam cultivators 
belong to this period. This prosperous er" c&me to an end 
in 1877, when for the last time wheat prices st<>od n.t more 
than 50 sh. a quartet, until nearly forty y<>ars later pric!'s 
again soared up with the outbreak of World War I 

in u. ·· 
4. The main factor which' undermined this pros­

perity was the increased importation of grain from the 
0. s., and meat and cheese from .Australia, New Zealand 
and the Argentine. The price of wheat was down to its 
!oweat ]eve! of 22sh. 10d. per quarter in 1894, but it 
must be noted that industrial prices also participated 
·
0 

this fall. The incr<>ased volume of imports into the U. K. may be. illustrated by the following tabl!l showing 
the· average imports of wheat, ·barley, oats, beef and 
mutton in the first 3 years of each d,eoad"f~om .1881-83 to 
1911-13 :-

(in millions of cwts.) 

Wheat. Barley. 
. . ' Oat&. Beef. Mwtto~t. 

1881-83 79.1 13.9 .13.0 3.0 0.7 

1891-93 93.0 18.2 16.4 5.2 1.9 

1901-03 108.6 24.6 18.3 7.4 4,0 

11111:13 119.4 22.4 18.2 9.4 5.4 

( s- : D. A. E. Horkneol, "War ..... lldtlab 6griaoll-" p. 1 

5: The result ~as that the arable fa~mers of the 
East.ern and East Midland and Southern counties could 
no longer pay their . way. The situation was worsened 
by a prolonged fall m, the general level of prices. The 
Statist's an0ual index number. of prices, which stood 
at 111 in 1873 declined almost continuously until it stood 
at 61 in 1896. Wages ~nd rents were adjusted only part! 
to this ,fall, and the frrst .shock of depression had to· b! 
taken by the farmer. 



6. From 1896 to the outbreak of World W:.r I, 
there was a slight improvement in the position of .the 
British farmer. Prices gradually rose during this periOd, 
and the Statist's index number stood at 85 in 1913. In 
general, livestock product.s (with the exception of wool) 
recovered appreciably in price. In 1913 the prices of beef, 
mutton; pork, bacon and butter were not significantly 
lower than forty years earlier. The decline in butter 
and bacon was less than five percent., and pork was 
actually slightly higher· in . price. This relatively bett~r 
position of livestock products was but natural, since these 
could hot be imported with such facility as foodgrains. 

7. British . agricult11re therefore turned gradually 
from corn production to livestock farming, and 'Up horn, 
ddwn corn' became the motto. The increase in the liv~­
stock population of the country can be seen from the t>tble 
below:-

Livestock popuiati<•n, U. K. in 000 e 

Cattle· 
Sheep 
Pigs 

1870-74 

9,747 
33,052 

3,813 

1910-14 

11,934 
29,241 

3,813 

(SOurce: D. A. E. HukAaoo, War and Bri~lah Agriotdtura, p. 12) 

8. Thus cattle showed a substantial increase in 
numbers which more than made up for the fall in the 
sheep population.- Pigs showed no change. 

· 9. At the same time the area under cultiva.tion 
decreased by 26%, as may be seen from the following 
table:- , 

Ploughed Area 
Rotation Grass 
Permanent Grass 

"Wheat 
Oats 
Batley 
Potatoes 

1874 1914 

(PAo~and8 of .Acru) 
/ 

17,178 
6,285 

'23,680 
3,831' 
4,089 
2,507 
1,421 

12,670 
6,744 

27,350 
1,906_ 
3,899 
1,873 
1;209 

{ SotWCt: D. J... E. H•b ... , Wu &Ad Br.i\Wl Aa;ri.oulture, p, ~~) 
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It will be seen that grain-crops and potatoes ail 
recorded falls, the area under wheat actually decreasing 
to less than half its former level. 

10. The mov~ment from corn to stocks also meant 
that less labour was employed. The numbers of males 
10 ·years old and upwards employed in agriculture in 
Great Britain declined from 15,43,900 in 1871 to 
14,29,500 in 191l. 

11. At the begirining of World War I the significance 
of modern warfare and its urgent claim on home agri­
culture were not at first realised. In 1915 the Food Pro-· 
duotion Committee unanimously recommended that far­
mers should be g'uaranteed a minimum price of 45 sh. 
per quarter of wheat for a period of 5 years, but influenced 
by the apparently satisfactory supply position, the Govern­
ment declined to accept this recommenda tiori. But 
this complacent attitude changed as a result of the poor . 
harvest of 1916, which coincided with a period of increased 
shipping difficulties. This led to the creation of a special 
Food Production' Department in 1917, and compulsory 
powers under the Defence Regulations were invoked 
t.o secure an expansion in the tilled area. The- total 
ploughed . land of Great Britain and Northern Ireland 
inCieased from 10.9 million acres to 11.4 million acres 
between 1916 and 1917. This result was to some extent 
called fort.h by the decision of the Lloyd George Govern­
ment to accede t.o the demands of farmets for a guaranteed 
ptioe. In 1917 the Corn Production Act- guaranteed 
prices for wheat and oats up. t.o 1922. The same Act 
provided for a minimum wage-rate for agricultural 
labourers, and forbade increases of rent in response to the 
guaranteed priees. Ac~ually !lone of these mcasure!N>e?ame 
necessary, smoe sca.rmty rap1dly forced up boi;h the pnce of 
wheat and the rate of wages.. The guaranteed prices of 
wheat ranged bet wen 45 sh. and 60 sh. per quarter, whereas 
the market price stood at over 70 sh. a quarter through­
out the period 1917-21 

12. In 1920 the Agriculture Act provided that the 
minimum prices should be 68 sh. per qua:rter of 504 lbs. 
for wheat and 46 sh. per quarter of 336 lbs. for oats. 
These figures related· to 1919, and Commissioners were 
to be appointed to consider for subsequent years· the 
percentage by which the cost of production of wheat . 
and oats respectively had changed as compared with 
the standard years; and the minimum prices were to be 
a-djusted accordingly. 



13. Early n~xt year, how~ver, r. deflat.ionary mnve­
ment set in and th~ Government nnticipated that tiH'Y 

·would not be able to implement these price-guarantee~. 
A substantial sum of about £18 millions became due fron1 
Exchequer, and it was feared that their payment. would 
impose undue strain on the Government's finance. The 
anniilmenl't. of the guarantees was clearly indicated, and 
tlie farmers through.their Union agreed to this course, 
on condition that a sum of £1 million was set aside for 
&gricultural research, edu~tion and advisory services. 
The provisions with regard to guaranteed prices were 
therefore repealed in 19.21. ~he whole episode proved how 
easily open to attack aid to farmers could be if it took 
the form of a grant that came up for annual review in 
Pe.rliament as a lump sum on the Estimates. 
Such a grant was distasteful even to the Department of 
Agriculture because its estimates were swelled by a sum 
which was not spent on its own activities. 

14.. There followed a decade during which agriculture 
was left unaided to weather the storm. Education and 
rese&rch were fostered, and some financial help wa.s also . 
extended by the complete derating of agricultural land 
in J929. Tithes were converted into a fixed charge in 
1925, and landowners were subjected to an amorti­
sation charge of a little over 4! %. which would extinguish 
them in the year 2012. The Empire Mm.-keting Board, 
establishAd in 192~, carried on a campa.ign in favour of 
empire produce, which was of some indirect benefit; to 
British producers, hi so far as they had to compete wit-h 
high-cost Empire countries rather than with low-cost 
foreign countries. But comprehensive schPmes of assis­
~no.e. to agriculture, involving Sta.te finances to any 
Significant extent, were definitely frowned upon by ~he 
Gov~rnme~t. In the White Paper on Agricult.ura_l P?hcy 
publish~.~ m the early pa.rt of 1926, subsidies were d1smJssed 
as enta1lmg more cost than was justifiable on defence 
grounds. In theit place, various p~tlliatives wer~ sug­
gested, su~h as the provision of credit, the extens1~n. of 
•mall-hol~ngs, the improvement.· of rura.! ame.mtJeS, 
a.ff~restatwn, . the provision of Government funds for 
d~amage, the assistance of " sound schemes " of co-opera­
tive marketing etc. 

l5. The laissez-faire policy of the Government 
a~~ent~nt.e? the Recular trend of British agriculture, v!Z· 
!h · ~an~twn from arnble to livestock farming. Dur!D~ 

e d cco e l920-29, t.he pl'icPs of livestock and livestoo 
1 pro U( ts fell to a lesser extent than the prices of cere& 

and fa.rm crops, as may be seen from the following,t&ble :-



1920 
1921 
1922 
1923 
1924 
1921! 
1926 
1927 
1928 
1929 

Percentage Increase Over Pre-war. 

Livestock and Products. Cereals &. Farm Crops 

192 
128 
78 
66 
63 
64 
68 
44 
Ill 
52 

185 
. 90 

49 
28 
64· 
44 
84 
39 
u 
23 

(S...,... : D. A. E. Barknesa, War and Britioh Apiou1tun, p.88). 

16. By 1923 the tillage area actually fell below the 
1914 level. It is true that as time went on, the arable 
farmer was able to· obtain his supplies of fertiliser at 
cheaper rates than the livestock producer obtained his 
feeJing stuffs, but this was counter-balanced by the 
incrra.se in the cost, of .)a hour. Wages showed steady 
increase, £hanks to the operat.ion of the .Agricultural 
Wa"es (Regulation) Act of 1924. The increased wage­
bill "'did not affect the livestock farmer to the same extent 
u.s the arable farmer, owing to the sma~er employment 
of labour in stock farming as co~ pared With crop produc-
tion. 

17. In the latter twenties the effects of falling prices 
wete partly offset by an increase in the. efficiency of Bri­
tish farming. D. A. E. Harkness has esttmated (War and 
British Agriculture, p. 36) that between 1924-26 and 
193Q-31 the volume of agricultural output increased by 
over B%, while the number of agricultural wm kers dec­
reased by 7 to 8%. Moreover, agricultural prices fell 
relP"tiv~ly less tha~ prices in genel'al. The following 
table Illustrates this trend :- · 

Index Numbers of Pricea; 

1924 
1925 
1926 
1927 

.AgricuUura! · 
Commodities. 

100 
100 

113 
91 

Industrial 
Commoditiu. 

100 
93 
87 
1!2 



1928 
1929 
1930 

24o6 

91 
87 
76 

81 
79 
70 

(Souroe: :Board of Trade Journal. Index Numbers have been. converted 
to the base l-924~ 100). 

18. · It was only gradually that Government p~licy 
veered rourid to the idea of active as>istance to agncul­
ture. The h hour Ca bind of 1929-31 was responsible 
for two important measures. The first was the Land 
Utilization Aet of 1929; which provided for the settle­
ment of the unemployed on the land, and empowered the 
Minister of Agriculture and Fisheries to take over owner­
.ship of derelict land ; but practically no action was taken 
on this Act. ·The-other and m(j)re important enactment 
was the Agricultural Marketing Act of 1931, and enabling 
measure under which a number ofM11orketing Boards were 
subsequently established. . · · 

. 19; The Marketing Boards thus set np related :to 
hops, milk, pigs and potatoes. In effect, the£e Boards 
were afforded a sheltered market for their activities by the 
impo. i:~on of suitable tariffs and quota regulations on 
competmg foreign products. Within this market they 
functioned as 01ganisations of producers which could to 
some extent raise the local price, in a few cases by regula­
tion of domestic production as well. For instance, imports 
of ~oreign. potatoes were regulated by a sliding scale of 
tariffs wh10h began with a duty of 4 sh. Sd. per cwt. from 
the. 1st November to the 30th June and then merged into 
the duty on_main crop of potatoes' ~f £2 ·per ton during' 
July-August and £1 per ton fm the rest of the year. 
1J?lP.0r~s from Eire were restricted to certain quotas. 
Slmrlarly, there was a very. high duty on foreign hops. 

·. 20· Th~ degree to whlch a given Marketing Boat d could 
raise the priCe of the product with which it was concewed 
n~turally depended on the extent to which it could exer­
Cise c.ontrol. over the supply. In the case of hops, the 
Boa.ra functioned without fr · t' b 't h d the power to allot a rc 1on ecause 1 a 

quota of production to each grower, and was 
the. sole buyer of the produce at prices fixed before hand 
~y Jtself. In the same way, the Potato 1\fnlketing Board 
licensed potato growers li •t· h d f' 'te s creage 

d I k. , m1 mg eac to a e m1 -
an c IcC mg extension or the entrv of fresh growers bY 
a charge of £5 per a~re on all dd.'t' t the uoensed , a raons o . quo .. a. 



21. ·Control of supply was not always possible. With 
regR.rd to milk, for instance, it was obviously impossible 
to fix production-targets. Here the natural expedient 
was to manipulate sales in such a wo.y as to obtain the 
highest net returns from a given distribution of market 
demand. The demand for liquid milk is partly for direct 

. consumption and partly f?r the requirements of processing 
factories like those for making butter, cheese, condensed 
and dried milk. The Milk Marketing Board endeavoured 
to keep t-he price of liquid milk for direct consumption 
at a fairly high level, and sold the surplus to the processing 

. factories at compa-ratively low prices. Even then the 
Government had to step in and provide a ~ubsidy to 
raise the amount received by the producer on account 
of these sales to .processing· factories. The proportion 
of surplus to liquid milk was spread equally over all the 
producers, each. of whom was. paid for a certain proportion 
of his deliveries at liquid milk rates and for the balanc.e 
at processed milk 1ates plus the subsidy. Such compli­
cated machinery was, however, not required in all cases, 
To take one instance, hops . represented a. very small pro­
portion of the selling price of beer, and the brewers (who 
were the only buyers) were willing to pay a reasonably 
high price for it. · · 

22. The difficulties confronting Marketing Boards 
which did not have an effective control over supply may 
be illustr.a.ted by the working of the Pig and Bacon Mar­
keting Boards. The scheme related only to pigs pro­
cessed into baoon, so that pigs produced for other pur­
poses were left uncontrolled.• Moreover, even 'the demand 
of the bacon-curers was not effectively canalised, since 
they could buy pigs in the open market also. The Pig 
Marketing Board first tried to obtain the pigs required 
by the curers by contract, but failed to obtain the neces­
sary number. The unsatisfactory functioning of the 
scheme led to the appointment of a Reorganisation Commit­
tee which reported in 1935. In accordance . witb its 
recommendations, a. Bacon Development Committee was 
set up to control the policy of both the Marketing Boards. 
Finally, a. Bacon Industry Act was passed in 1938. This 
Act laid down that the Bacon Development Board was 
to be supreme in all matters of policy. The curing es­
tablishments were to be rationalised, and the contract 
system was to be revived on a. three-year basis, the price 
of pigs being linked to the prices of feeding stuffs. The 
scheme could not, however, be put into operation owin(l 
to the outbrealr of the w!Ol', . 



23. • Although the original enabling measure was 
passed during the tenure of ·office of the ~abour Govem­
ment, the actual setting up o~ the Murketmg Boards. w~s 

· done by its successor, the NatiOnal Government. W1thin· 
a few years the National G?vernment also took ~t~ps 
to assist agriculture by tanffs, , quotas and subsidies. 
Of these the first two types of measures were resorted 
to partly in order to safeguard Britain's balance of pay­
ments. Even ·as early as December, 1931, the Horti­
cultural Duties Act imposed heavy duties on the import 
of luxury fruits and vegetables during certain seasons 
of the year. In the course of the next year, the Import 
Duties Act was put into operation, an ad valorem duty of 
10% being imposed on all imports subject to certain 
exceptions like, wheat, maize,· meat. etc .. These excep­
tions naturally lessened the benefits whiCh ~om~ ,pro~ 
ducers could expect, and in any cas~. the dut~es did not 
apply to imports from within the Bnt1sh Empire . 

. 24. A more effective method of regulation of imports 
was by means of quota restrictions. We have already 
seen how such restrictions were imposed in respect of 
Irish potatoes. Similar measures were taken for limiting 
the imports of bacon and ham to a level such that total 
annual supplies would be estabilised at approximately 
lOi million cwts. Imports from overseas, which stood 
at 9.9 million cwts. in 1933, fell to 7.5 million cwts. 
in 1938. But the result of this policy was to raise prices, 
not only of the locally-produced bacon, but also of the 
imported varieties. In fact, foreign producers obtained 
a share of the benefits, because they kne1v the exact 
an;tount ~hey could supply, and were able to pursue a 
price pohcy designed to obtain the best possible price for 
the quality of bacon which they were allowed to send 
to Britain. 

25. But by far the most important assistance to the 
, farmers was made by way of st1aight forward subsidies. 

One example was the wheat subsidy provided for in the 
:Wheat Act of 1932, a measure which also set up a mechan­
Ism for recovering the cost of the subsidy from the consu­
mer. Under this Act all whea.t of mill able quality was 
g~aranteed an average price of 10 sh. per cwt. and it was 
laid down that any difference between this price and 
the actual average price ruling on the open market should 
be ~~de good to the producer by the Government. Such 
defJCiency payments were to be paid only up to a maxi­
mum limit of 27 million cwts., a figure which wa• well 
"hove the production of wheat in the U. K. at that tim.,. 



Thi;, limit was rais~d to 36 million ewts. by the Agri-
, culture Act of 1937 when production incrPased as a 
result of the operat-ions of the subsidy.. The scheme 
was financed by a. levy imposed on a.ll whea.t flour sold by 
millers or importers of flour, the rate of which va.ried with 
the amount of deficiency payments due to farmers in any 
given year. Thus the more the production of wheat 
and the lower the price, the higher the quota. payments 
on flour had to be fixed. ·In actual working the scheme 
did not impose much of a. burden on the consumer because 
the total supplies of flour on which the levy was imposed 
were of the order of 82 to 84 million cwts., whereas de­
ficiency payments, as we have seen, were limited to Sll · 
million cwts. · 

26. Similar assistance was given to producers ·of oa.ts 
and barley under the Agricultural Act of >1937. A sta.n­
dard price of 8 sh. per cwt. was established for oats, and 
deficiency payments were made to growers of oats when­
ever the average price fell below 7 sh. 7d. per cwt. In 
contrast to "1heat, the deficiency payments were made 
on an MJreage basis of 6 cwts. per acre, raised to 14, cwts. 
in 1939. The maximum acreage in respect of which de­
ficiency payments could be made was limited to ten­
elevenths of the area under oats in 1937. The amount 
which a particular grower could earn was also subject 
to a. maximum of £1 per acre per a.nnum. It was• a.lso 
provided that farmers could not obtain the oats a.nd 
barley subsidies a.s well a.s deficiency payments under. t~e 
Wheat Act. The fina.ncing of the oa.ts and barley subsidies 

. wa.s -by mea.ns of payments from the Exchequer, and 
consumers were therefore not directly a.ffected, 

27. In the years -just before the outbreak of World 
War II, the payment ofdireot subsidies became the fa­
vourite. method of assistance to . agriculture. From 
September, 1934 onwards a. subsidy of 5 sh. per owt. for 
live animals was paid to p10ducers of fat cattle in the 
United Kingdom at an annual cost of about £4 millions. 
Th~> Agriculture Act of 1937 provided fox the supply of 
lime and basic slag to farmers at cheap rates. Finally, 
as an incentive to the farmers to cultivate sub-ma.rginal 
land, the Agricultura.l Development Act of 1939 empowered 
the Government to pay a subsidy of £2 per sore on land 
which was ploughed up after h!Lving been undet' grass for 
seven years. 

28. The cost of all these m~asures of Government 
assistR.nce is not easy to assess, especially in the cue of 
ta.riffs and quotas. As a.n illustrative example, import. 
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·of bacon and ham fell li.om 9.95 million ewl$, in 1933 t.n-
7.53 millions in 1938, while the number of pige prodnccrl 
in Great Britain rose during th.,- same period from 3.51 
millions to 4.38 millions .. It is not possible, howE·ver, to 
i!lvestigate the real burdPn on t.he com:umer inv.olvNl 

·in these developments. It is also not possible to estnn~·t" 
the effects on consumption of the ~tct.iviti<'s of th~· ~lnrkr!.­
ing Boards. Some f{gures relating to thr Ruhs1d1es paHi 
during the yea.r 1938-39 are, however: avatla .. hl<', o.nd 
these are given below :-

State Assistance to Agriculture, 1938-39.· 
(in £ Millions). 

Sugarbeet Subsidy 
Sugar beet Remission of Exoise . 

·Wheat Subsidy 
Barley Subsidy (a) 

Oats Suhsidy (a) 
Fat Cattle Subsidy (a) 

Milk Subsidy (b). 

Bacon Subsidy 
L!md Fertility Scheme (a) 

Ploughing up subsidy. (a) 

Drainage (a) 

Li..-estock Improvement 
Ra.ting Relief. 

ToTAL: 

1.73 
1.52 

9.29 

0.80 

2.32 
4.50 
1.66 

0.15 
1.30 

0.60 
0.40 
0.10 

17.00 

4\.17 

(a) Approximations (b) Includes- £605,000 of pay­
menta towards . cheap milk 
for schools etc. 

( &uloJ 1 Sir :o.ru.l Hall, "Becenst2uotion aod tl&e Land", p. 4J I• 

29. The net effect of all these measures was to halt 
the long-term shift from c~r"al to livestock production. 
The area under wheat rose from 1.25 million acres in 
1931 to 1.93 million acres in 1938. The total area of 
corn crops remained more or less constant, because bar­
ley and oats both fell by substantial amounts. The 
ploug.hed· area showed insignificant fluctuations round 
the figure of 9 million, which wa.s only about 2 million 
acres less than the corresponding area in 1914. By and 
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large, therefor.e, the fall in cereal production was arrested. 
As for the livestock population. it showed a considerable. 
increase as conipar~d with 1914. • Cattle increased from. 
7. 9 millions in 1914 to 8. 9 millions in 1939, cows and 
heifers from 3.2 to 3. 9 millions and pigs showed the highest . 
increase, from 2.9 millions to 4.4 millions~ 

30. The outbreak of World War II Jed to one very 
important change . in the. methods used to assist BTitish 
agriculture viz. the shift .of emphasis from .subsidies to 
guaranteed prices. The objectives were now to in­
crease crop production and to provide from home produc­
tion a greater proportion of the feeding stuffs required for 
livestock, thus reducing imports and saving valuable 
shipping space. To stimulate output, subsidies and high 
prices were paid, and most important of all, farmers were 
guaranteed a. market for their products for the duration 
of the war and one year thereafter. All cattle, sheep, 
pigs anrl eggs were purchased by the Ministry of Food 
at fixed ptices, announced well in advance, and graded· 
according to quality. Prices for wheat WeTe fixed and 
a market was guaranteed for all that was produced; A.• 
f<,r potatoes, minimum and· maximum prices were spe­
cified and the Government gave assurances that they would 
take steps to deal with nny surplus crop left over at the 
end of the season. In the case of oats and barley, maxi­
mum prices wer.• fixed, but without any assurance with 
regard to a mar:, .. t, 

31. These gur,rnntees, if left without control, would 
have led to 'great il!crcases in the cost of living to the 
oonsumer, which in turn would have been reflected in 
demands for higher wages. In order to preve~t such a 
development, the Ministry of Food functioned as the sole 
importer of wactically all foodstuffs ~nd the purchaser 
of many farm products. The Ministry made bulk purchases 
abroad and sold the produce to consumers by averaging 
high-cost and !ow-cost supplies. The margins that could · 
be added by the processors, wholesalers and retailexs at 
various stages of marJ,eting were also fixed, and the 
remuneration of importers. and middlemen who acted as­
agents in the acquisition of supplies, and sometimes in 
distribution, was based largely on the pre-war level of 

mmissions. If in the case of any commodity even these 
co sures of control were not effective in assuring a level 
mea h th . . f rices fa~ to t c consumer e mcreases m cost were 
0 b p rbed by the Ministry and not passed on to the ultimate 
11- so 
consumer. 
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32. The combined result of all these measures was an 
increase in the pric<' level of agricultural products by 
nearly 100 percent be.t.ween 1939 and 1944. The Agri­
cultural index for January 1939 (1927-29=100) was 95, 
while that for January '1944 was 189. Agricultural 
wages rose from an average minimum rate of 34 sh. 9d. 
per week in England and Wales in August 1939 to 65 
sh. a.t the end of 1943-an increase of 87 percent. The 

· total value of agricultural output (including the farmer's 
own consumption and subsidies) rose from £290 millions 
in 1938-39 to £530 millions in 1942-43. 

33. The increase of farm prices was much greater 
than that of wholesale prices, which rose by only 69 per­
cent during the war period. The increase in the cost of 
living was even smaller, and the Ministry of Labour 
Index registered a rise of only 30 percent between the let 
September, ~939 and the lst September, 1944. But the 
smallest increase ·was in respect of food articles, the prices 
of which rose by only 22 percent. The gap between 
prices received by the farmer and prices paid by the 
consumer was made good by subsidies from the Exchequer, 
which amounted to a rate of £221 millions per annum by. 
the spring of 1944. 

· 34. There is no doubt that during the war substan­
tial profits were made by farmers. In a. .speech in the 
House of Commons on the 26th January, Mr. R. S. Hudson, 
the Minister of Agriculture and Fisheries, estimated that 
in 1940-41, the value of the output of agriculture rose 

. by £110 millions, compared with the pre-war level, the 
increase in costs during the same period being of the 
order _of only £46 millions per annum. ll.fr. Hudson also 
stateg that samples of farm accounts collected from all 
parts of the country showed "a steady but varying marked 
increase in farmers' returns, throughout the years of the war 
and that after making full allowance for the fact that the 
pre-war years showed profits which were far too low~·. 

. 35. All this was a small price to pay for the magni­
ficent response of British agriculture to the needs of the 
hour. The overall increase in output in the U.K. during 
the war. amounted to 70 percent measured in terms both 
of calories and of protein. By 1943, it was possible for 
the Government to maintain total food supplies at an 
adequate level, and simultaneously to cut down imports 
by one .half. The following table shows the increased 
product.IOn of crops achieved during the war ;-



' i~ll 

Estimated Quantity of Principe.! Crops Harvested 
(in thousand tons) 

W'lmt Bar- Oat&. Pota- Sug~U"- Vege- Fruit 
ley. toe&. beet. table. 

1936-88 16lSI 765 1940 ,873 2741 2384 455 
(.Average) 
1939 1645 892 2003 5216 3529 2428 836 
1940 1641 110, 2892 6404 3176 2687 580 
1941 2018 1144 3246 8010 3226 2974 326 
1942 2567 1446 3553 9393 3924 ·3806 762 
1943 3449 1641 3059 9822 3760 3197 705 

Pmat&ta(lt . 
I f&CJ'etUe JIICf 

1936-38 109 115 ISS 102 37 . 34 55 

~· I!Mtlltlol re!MIDJ ID U>e War Efrort.o of lhl 0. ~·"• . 
p, 171· 

36. It may be noted. that these results involved a 
complete reversal of the pre-war movement from crop 
to livestock production. Between 1939 and 1944, the 
area under wheat increased by 82.9 percent,. and that 
under ba.rley by 95.5 percent, while oats showed an in­
crease of 51.8 percent. The total arable land rose from 
12.11 milUon acres in 1939 to 111_.4 million acres in 1944,­
or by 50 percent. There was a corresponding reduction 
In the area. under perma.nent grass, which fell from 18.8 
million acres to 11.7 million acres. The cattle popula­
tion was fairly well maintained, but sheep, pigs and 
poultry a.ll declined in numbers. 

37~ At the end of the war, therefore, fears were 
e~press~d tha.t. a difficult period of ~-adjustment lay' ahead 
of British agriculture. It was believed that the secular 
trend towards livestock production would re-assert itself 
and tha.t foreign imports would again relegate ·crops 
to a subordinate place. Even the most ardent expo­
nents of the farmers' point of view did not expect anything 
more than a continuance of the pre-war system of mar­
keting boa.rds, subsidies, tariffs and quotas. 

ss. :Happily, such pessimistic forebac;lings have tur­
ned out to be mistaken. The La.bouJ Government has 
put forward a comprehensive scheme of State assistance 
to agriculture, unpa.ralleled in British annals. The 
Wnister of Agriculture, Mr. Thomas Williams, disclosed 
In the :House of Commons on November 16, 1945 the gene­
ral principles of the Government's' agricultural policy. 
Jie 1tated that the Governme.nt proposed to establish a. 
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·•vstem of guannteed prices n.nn·· n..~m;.n markPt.s for 
milk, fat livestock, eggs, cereals, potatoes nnd sugarbc~t. 
Pric-es for cereals and potatoes would be f1xPd well 111 
n.dvance of the sowing time. ·For fat livestock, milk and 
eggs, minimum· prices ·will b~ known to farm;-rs. ~h,r!'~. to 

· four years in n.dvance. Notice of any quantitat-Ive hmt· 
tation of the output was to be given 18 months before t~e 
harvest in. the case of crops and at ·least two ypars lD 

advance for · fat livestock, milk and eggs. The 
· actual methods for affording an assured market ·were 
·to be worked out for·each commodity-in the light of-the 
system to be adopted by the' Governmei?-t for its procure· 
ment, distribution and sale. Methods other tba~;~ that·of 
direot Government pucchase (e.g. the deficiency paym':_nts 
under the Wheat Act) are not tul<>d out .. 

39. In return ·.for • the benefits- othns ·· conf«rred. on 
farmers, the Go vet nment proposed to insist on increased 
efficiency and also to ensure .that lands ll.fe not e.Uowed 
to lie waste. This ·was to be achieved by rna kirig fr."" 
technical adviee and marketing facilities nvailable"t,o 
agricultutists and by giving them compulsory directions 
for cultivation; If these directions were not obeyed, itwas 
proposed to take over such la-nds and to make. the full~st 
productive use of them thrm,gh the agency ofa Commis­
sion set up specially for the purpose. Local bodies· were 
to be required to ·assist in· the· execution of this policy 
n.nd to provide the industry with-leadership and guidance. 
For this purpose, it was propOiSed· to sPt up in E1igland 
and Wales Coui1ty Commit-tc·es similar· to the existing 
County War Agricult.ural Executive Committees. These 
County Committees were to be !I ppointed by the Minister 
of Agricult11J'~ partly from among those selected· by dif· 
ferent scctwns of the agricultural industry and partly 
fro~ other sources. These Committees were expected 
mamly t? ptomote techn!cal e~ficiency, working for this 
purpose m close assoCJatwn With the National· Advisorv 
Service which it was intended to establish in England and 
Wales towards the end of ·1946. 

~0. British a~riculture · is thus AJssured of anothflr 
pertod of prospertty. Th~ Government of th .. day has 
at l_ast grasped the es~entwl fact, brought out 

80 
cl~arly 

durmg the war, .that th"~ prime requisite for <'Voking the 
level of productwn reqtllr<>d by the country is the aasu­
r?nce of guara.n~eed priers and markets. At the same 
hme, t-he provtsJons for more ~fficient farming ensure 
that ~n:mers do not su~rumb t.o the temptation of merely 
ben_c-f•tmg from the prico-guar&ntces and . doing nothipg 
·to· 1m prove. llrod.uctiou, · 
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APPENDIX IV. 

State Aid t(l Agricultu~t in A u8tralia. • 

. 1. State assistance to agriculture in Australia has 
bean concerned ma.inly with wheat, owing to th\3 over­
whelming importance of that crop in the internal ngri­
·oultural economy of the country as well as in the export 
trade. The first crop of wheat was harvested in Aus­
tralia in 1789 and the country became self-sufficient in 
the early 'Sixties' of the last century. Since then pro­
duction has increased steadily until the peak was reached 
in 1932-33, when Austr•Jia. produced 214 million bushels 
of wheat (5.8 million tons) of whi_ch she exported 150 
million bushels (4.0 million tons)i.e. a little over two-thirds 
of the total production. Wheat and wheat flour also 1 

make up a sizeable proportion of the value of total exports. 
Out of the export· trade of£ 157.6 million in 1937-38, 
wheat and wheat flour accounted for £ 26.9· million. In 
respect of cultivated area also, the crop occupies a pre­
ponderant position, and during the last quarter of a cen­
tury the wheat acreage has ranged around 13 million 
acres on an average, covering about 70% of the agricul~ 
tural land in the country. The importance of the crop 
in the internal agricultural economy of Australia may be 
s£>en from the following table :-

GROSS VALUE 011' 

Year Acrioultural Produotioa Wheat. R&Mael wileY 
io agrioallalal 
~ 

1937·38 93,229 37,000 30.9 

1938-39 76,851 11,989 28,6 
1939-40. 95,784 38,775 30./.. 

1940-41 70,4.06 17,145 24.3 

1941-42 94,451 30,764 32.5 

1942-43 111,230 33,041 29.7 

The value of wheat a?counts for no le.ss than 29.6% of 
the total value of agricultural productiOn, · , 

. ~. Prior to World War I there was no system •of 
active State assistance to wheat-growers in Australia. 
D.uring that war ~owever, tl~e Commonwealth Govern­
ment exercised. powers obtamed under the War Pre-_ : 
cautions Act for the purpose of establishing compulsory 

•This acconn' of s•ote ·aid to agrioul,ure in Auotl'alia rell\teo 
. purely to asai~ance given to the whea.tgrowe~. ~though State assi1 .. 
. t&nce has been. rendered to the wool and do.try mdust.r:ies also on an 

exteDsive scale. it was felt that the experience in reg,.,rd to ·wheat in 
particular will be of special Interest to India, and hence tJWo IIO<>Olint has 
been oonfined to tha' crop. 
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...;he~~>t pools. These pools were man~grd by St-at.~ BMds 
on which originR.lly there were representatives of th•• 
wbea~-growers. Later they were given one representat.ive 
on ·the Commonwealth Board and one on each of the · 
State Boards. The pools operated from 1915-16 to 1921-
22, giving good results and there was considerable agi­
tation for their continuance after the war. But. the 
Hughes Government desired that the trade should revert 
to previous channels and the compulsory pools wer<' g~ven 
up. In Queensland, however,. a modified form of com­
pulsory pooling, based on the vote of the growers wa" 
introduced by the Wheat Pool Act of 1921, The Victori11 
wheat-growers also operated a successful voluntary wheat 
pool which at one time handled 60% of the State's wheat. 

3. With the cessa.tion of the compulsory pools, 
the wheat industry was left unaided to weather th<· storm. 
Untill927, however, the industry had a period of relative 
prosperity owing to high prices. This led to the conver­
sion of pasture into wheat'lands a-nd ·to attempts in Wes­
tern Australia to finance the growing of wheat in an a.rea 
ill-suited for the crop. The onsvt of the Great Depression 
therefore found Australia in a SQmewhA.t vulnerable 
position, and the prices of wheat declined steadily as 
shown in the following table :-

Year. Average pric:e per Bushel . 

1927 
1931 
11132 
11133 
11134. 

IS sh. 6 d. 
2 sh. 10 d. 
3 sh. 1· d. 
2 sh. 10 d. 
2sh, Sd. 

. , 

During this period, however there was aotuall · 
in the quantity produced' owing to th y an llnodre~se 
to te ~ 1 . · e genera esue 

oompensa •Or ow prloes by greater roduotion. The 
"'":e~age .acreage rose from 10.4 million i~ 1922-27 to US 0 
=lli~m m 1927-32 and the productio . . · · 
the same period from 134.9 'lli b n moreased durmg 
bushels. · · mi on ushels to 161.8 million 

4. The st,;,ep fall in prices nat 11 for action to maintain rices t ura Y led to a demand 
In 1930, therefore th.; Co a a remunerative level. 
introduced a Wheat 'Marketin ~~nwe.alth Government 

· guarant(•ed price of 4 sh. pe~ b•~sh:h!Oh provided for a 
and for the setting up of an A t 1 1~t country-sidings 
to function on the lines of a com u~ .ra utn Wh,.a.t Board 
sure was however defeated andpr s~rydpool. This mea­
. ns ea was passed the 
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. Wheat Advan~e Act in the same year which guarant<>ed 
r. prim· of3 sh. per bush~ I less freight and handling charges. 
The Act was not however implemented for wimt of funds, 

li. The assistance rendered by the State to the 
wheat-grower during this period took the form of relief 
and bounty payments to those who were in adverse finan­
cial circumstances. The method was for the Common­
wealth Government to give subsidies to the States for 
the purpose of providing nssiAtance to their growe1s, 
The first occasion wns i1,1 1931 and a· subsidy of 41 d. per 
bushel was granted in respect of all . wheat harvested 
during 1931-32 and sold before the end 'of the crop year 
1932. Since the prices continued to be low in the year 
1932-33, the Commonwealth Government granted a total 
sum of £ 2,000,000 to the various States for assistance to 
the wheat-growers for reducing the cost of production 
of wheat (including the cost of tra.nsport and marketing) 
and for providing for the needs of the individual wheat 
grower. The distribution of this grant was made by the 
respective States generally. on the basis of acreage sown 
to wheat. Similarly in 1933-34, a sum of £ 3,000,000 
was provided for distribution ai)lOngst the States to pro­
vide assistance to the wheat-growers who during the 
year ended 30~h June, 1933,. derived no taxable iJ:come, 
or having denved taxable mcome, produced eVIdence . 
that there were circumstances which justified such 
assistance. 

6. The assistance rendered in the year 1934-35 was 
in accordance with. the recommenda.tions of the Royal 
Commission on Wheat, and took the following forms:­
(i) a grant to each State sufficient to make paymmts of 
3 sh. per acre sown with wheat for grain during the year 
1934 (ii) a bounty of 3 d. per bushel on wheat harvested 
duri~g the financial year a.nd sold or delivered for sale 
on or before the 31st October, 1935, and (iii) direct pay­
ments to wheat-growers who were in adverse financial 
circumstances up to a total sum of £ 573,250. 

. 7. From 19311 until 1933, the funds to meet wheat 
payments were provided from the genera.! revenues. But 
in 1934., in accordance with t.he views of the Royal Com­
mission on Wheat (1st Report., 1934), which rrcommended· 
the transference of part of .the burden to the shoulders. 
of the consumers, a tax of 105 sh. per ton in 1933-34, Ltnd 
of 52! sh. per ton in 1934-35 and 1935-36, wa" imposed 
on milled flour for thl' _purpose of providing a portion 
of the revenue from which payments oould be distri\mted, · 
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s. The actual extent of assistance granted toe~~~ 
wheat-grower by way of relief and bounty paym 
up .to 1934-.35 may be seen from the following table :-

.Amount paid to Y eara. .A mo-Unt. 
wheat-growere. 

Bounty. 1931-32. 3,429,314. 

Relief. 1932-33. 2,000,000. 

Rellef. 1933-34. 3,053,000. 

Bounty. 1934-35.) 1,462,414 .. 

Special Relief. ' 1934-32.) 673,250. 

Relief. (1934-35. 2,004,944. 

(1935-36. 1,915,869. 

It. will be seen that an average sum of between£2-3 millions 
· per year has been granted by way of relief. to wheat-grower~. 

9. _The position eased a little after 1935-36 owing' 
to the increased demand for wheat from China and Japan 
which more than compensated for the shirnkage in Euro­
pean demand. Prices started rising from 1936 onwards 
and the average price for 1937 was l).s high as 5 sh. 0 d. 
During 1936-37 and 1937-38 therefore, there was no need 
for any financial assistance to 'the wheat-growers from 
the Government of Australia and none was given. 

10. The year 1938-39 began badly for the wheat­
grower. Prices suffered it. disastrous decline at the end 
of 1938 to a point lower than during the worst period of 
the depre~sion, (viz. 5 sh. 2 d.) and in July, 1939, they 
touched the bottom at 1 sh. 9 d. These fluctuations in 
price~ led to immense sufferi~g for the wheat-growers 
and ·1t became cle.ar that the mdustry was 'in desperate 
need of State ass1stance. A comprehensive attempt wa.s 
therefore made by the Commonwealth Government in 
1938 to give assist~nce to wheat-growers, a.nd a number 
of Acts, the most important of which were the Wh t 
Industry Act_ and the Flour Tax Act, were passed in t~~t 
year. 

. II. The main object of this ]e,islation th t. b" 
1. . f th . t I . o was e s a 1-•satwn o . e m crna pnce of.wheat i 11 A t I" t 

d. . u" ra 1a a a 
level correspon mg to_ a pnce of 5 sh 2 d l 1 1 . · . per )US lt' 
at. sea-board, The es•ent1al nre-requisite f th + . or e succes~ 
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of this policy was obviously the insulation of the domestic 
·price-structure from internati, mtl factors. This was 
to be achieved by imposing an adjustable tax ori 
imports. By the Wheat Impo1 ts s.nd Exports Act, if 
the prioe of imported flour was less than lish. 2d., 
an import duty equal to the difference between 
the home consumption price and tho . price 0f. 

·imported flour was to be levied, subject to a maximnm 
of£ 7 lOsh. per ton. The wheat Imports and Exports 
Act also provided that if·the world price was higher 
than t-he domestic price of 5 sh. 2 d. per bushel, an ex­
port duty should be imposed, the rate of duty increasing in 
proportion to the diffprence between the two prices, subject 
to a maximum of 1 sh, per bushel. In addition, a-ccording 
to the provisions of the Flour (Wheqt Industry A"sis­
ta.nce) Assessment Act, 1938, a tax not exceeding £ 'J, 
lOah. p3r ton was to be imposed o~ all the flour eithe-r 
held in stock or manufactured in Australia. Out of t-he 
proceeds of all these taxes, a. Wheat Industry Stabili­
sation Fund was to be created, from which grants were 
to be made to the States. The Fund was divided into 
three parts, viii :-

( i) Wheat Industry Speci'al Account.-Out of the 
revenues, £500,000 in the first year and during the next 
four years such amount not exceeding £ 500,000 as deter­
mined by the Minister were to be utilised to constitute 
this Account. During the first year, the following· pay­
ments were t.o be made to the States as financial assist8nc<' : 

New South Wales 
Victoria 
South Australia 
Western Australis. 

ToTAL: 

£A 100,000. 
£A 200,000. 
£A 100,000. 

£A 100,000. 

£ A 1500,000. 

Th ms were to be applied for the provision of relief 
cse su . · tl . 
d o t ed wheat-groweiB m 1e respcchvc States to 18 ress h M' . . · xt four years t e m1st-er was to decide what 

In the ne 'd t th St 
t hould be pal o e • a tcs nor mall v on con_ 

amoun s I' d r "' clition that the fund was app 1e •Or meeti~1g the cost of 
tra.nRfcrring whea~ farmers from .land unsmtablo for the 
economic production of wheat. 

(ii) Wheat Ta:e Aecount.'--All the money ·collected 
by way_ of taxes on when~ exported from Australis or on 
whe&t produced and sold m Australia, were accumulated in, 



·h. A ount tf the price of wheat ros~ above 5 sh. 2 d. 
t iS cc . 'b' d f . . h b h 1 the millers were prohi ite ron1 r&Jsmg t c 
pe~ us fe fJour in consonance with t.hc increased wheat 
pnces o th · t · and in order to compensate em, asS!S :mce was 
pnces, . . h t I f to be given out of. this Account! .t e nc ua rate o 
assistance being decided by the Mimster. 

(iii) Out of the remaining sum, such payments were 
to be made as were necessary to make certain refunds 
of the Flour Tax provided for in the Act and othPr special 
payments. After these deductions were made the re­
mainder was to be allocated to the States to .be distributed 
among wheat-growers in proportion to their production 
of wheat. -

12. The principle underlyillg the measures reviewed 
above was that when wheat was below IS sh. 2 d., the local 
consumers should subsidise the growers by paying a 
higher price for their bread, since the tax on flour levied 
on the millers out of which payments were to be made 
to the growers would be passed on to them ; on the other 
hand, when wheat was worth more than that figure, it 
was intended that the growers should subsidise the con­
sumers, sinco the profits on the export mRrket which 
governed tho ovcmll price of wheat Were to be taxed to 
provide a fund for the relief of the millers. This scheme 
was however never actually put into operation because 
before steps could be taken to implement it, World Wn,r 
II broke out. 

13. When hostilitie.s commenced in S:·p1.,.mbcr, 1939, 
the wheat industry of Austrn.lia was cxperif'ming n period 
of unduly low prices. The price had .f,tllen to 2 sh. ld. 
per bushel in August, 1939, even lower than the lowest 
monthly quotation in the depression period. In addition,' 
there were difficulties of marketing and transport. There 
was a large accumulation of surplUs stocks in the chief 
exporting countries and the natural disa.bilit.y arising out 
of Australia's remoteness from the main centre of 
consumption rendered the si_tuation extremely difficult. 

14. In view of those circum•tanccs, tlw Common­
wa<tlth Gonrnmt'nt under the Wh<'at Regulations roneti­
tutcd the WhM·t Marketing Bonrd on the 21st SPph·mbn, 
~939, to a?qnire, with certain exc·cptions, all wheat held 
~~ Au~traha. The Board was empowered, subject to the 
{hrect10n~ of the IVIinister for Commerce, tO> purchnse, 
sell or dispose of wheat or wheat, pmduets, mnna.ge a.nd 
contrpl all matters connected with the handling, ~tor age, 
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protection, shipment etc. of wheat acquired, and· such 
other matters· necessary to give effect to the regulations 
under which it was created. The Board was ci>mposed 
of a Chairman, seven growers' representatives and one 
millers' Representative. 

15. The Wheat Marketing Board succeeded in acqui­
ring and disposing of almost the entire stocb of wheat 
in Australia as may be seen from the following to ble giving . 

. figures of t'otal production and the quantities acquired 
by the Board :-. 

Wheat Acquired upto 1st luly, 1944. 

(000 bushels) 

Period. Quantity Acquired. Production. 

1938-39 I 7,840 15.5,369. 
1939-40 195,445 210,487. 
I 9-10-41 63,659 82,233. 
1941-42 153,968 166,713. 
1942-43 142,742 Hi5,728. 
1943-44 94,890 109,559, 

Out of th~ total quantity of 668,544,000 bushels acquired 
b•l tho Boord dudng the period 1938-39 to 1943-44, 175, 
giz,ooo bushels were sold for export as wheat, 139,715,000 

. bush-t'ls for export as flour, 152,797,000 bushels as flour 
for loc>tl .consumpt:on and 78,786,000 bushels for other 
purposes. 

16. The Wheat Acquisition Regula~-ions provided 
t hn t th8 Minister for C~mmerce an.d Agnculture should 
rletermine the compensnhon to be pmd for wheat acquired. 
Durina the seawns 1939-40 to 1941-42 nn initial payment 
of cor::pen"ation wns made as wheat was acquired and 
further payments were made as the proceeds of ·pool sales 
were grodu:dly renlisPd. In August, 1942, the Gov'lrnment 
ga.ve approval to a proposal to guarantee to wheat groweres 
0'ompensation at a fixed rate on a maximum of 3,000 
bushels known as quota wheat, while on additional deli­
V''ries (nonquota wheat) cornpPn•ation at a lower rate w 
t'l he paid as the wheat was acquired. A quota was allotte:: 
to each gro~er, and on the wheat de~vered by him to the 
e-xtent of hts quoto, the grower recetved the guaranteed 
payment. Th<' quota allotted to th~ majority of wheat-

growers was for 3,000 bushels, but m certain instan . ces, 



ho . opera'ed under. a shn.re-farming agreement 
growers w · ' Jt" t d ·~ither as owners or as share-farnlPI'S, or who cu Iva .e 
their lands undc:r family armng~znenls, wer; gran.t(,d 
qnot·as of less th••n 3,000 bushels. The followmg pne~s 
have been guaran~eed in re"pect of quota and non-quo,a. 
wheat since 1939-40 :-

Year. 

1939-40. 

1940-41. 

19.U-42. 

1942-43. 

. ...... . 
0 ••••••• 

0 0 •••••• 

. ...... . 

194.3-44. . ....... ' 

1944-45. 

1945-46. 

Guarantud price. 

2 sh.-10} d. 

3 sh.-0 d. 

3 sh.-0 d. 

less fteight. 

Quota wheat· 4sh-Od. Country 
sidings. 

Non'quota wheat 2sh.-Od. Country 
sindings. 

Quota wheat 4sh.-Od. Country 
sidings. 

Non-quota wheM 2sh.-Od. Country 
sidings. 

Quota wheat 4.sh.-Od. Country 
sidings. 

Non-quota wheat 3sh:-od. Country 
sidings. 

-4sh.-4d. Country sidings. 

Since 1942-43 therefore, tho wheat-grower has been 
guaranteed a price not less than 4sh. Od. per bushel in 
r~spect of quota wheat. 

17. The following table gives figures regarding the 
financial operations' of the Australian Wheat Board :-

Australian Wheat Board : Financial Operations. 

(in £ millions.) 

Paid to Growers. 
Paid as Freight. 
Expenses. 

31.35 
3,78 
3,56 

11.07 
1.02 
1.38 

25,94 25.82 
3.03 2.37 
3.97 2.59 

17.89. 
o.s1. 
1.63. -----

Total payment. 38,69 13,65 32.94 . 30.78 19.33. 
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The largest item was naturally the amount paid to the 
growers ?.gninst wheat acquired by the Board, ahd since 
this accounted for practically the whole crop, the total 
payments relate practically to the entire wheat production 
of Australia. 

18. It may ho mentioned that the Government 
continued during the war to give substantial nssist.ance to 
wheat-growers by way of relief payments in addition to 
the bonefits conferred by the guaranteed price. The relief 
and payments made during the war were as under :-

' 
Relief and Payments, 19:!9-40 to 11!42-43. 

Year. Amount. 
£. 

1939-40 2,486,067 
1940-41 1,~98,593 

1940-41 970,000 
1941-42 1,651,716 
1941:42 15,623 
1942-43 1,708,543' 

Thns relief continued to be granted practically on the 
pre-war scale, 

19. ·With the successful experience of the Wheat 
Marketing Boardduringthewnr, the Australian Government 
has introduced two Bills with the object. of str bilising the 
price of wheat at 5 sh. 2 d. per bushd. This price has been . 
fixed mainly on the ground thrrt it is expected to cover 
tho cost of production of the average farmer and to leave 
him a reasonable margin of profit. The mechani>m devised 
for implementing t.his price is almost the same 11s was pro· 
posed in earlier plans, particularly in the Acts of 1938. The 
Wheat Mo,rketing Board will continue to acquire almost 
all the stocks as the cnly agency for marketing inside and 
outside Australia and will undertake to purchr.se wheat 
at 5 sh.-2 d. prr bushel. The guarantee ofthis price-level 
js based on two factors, viz, (a) the continuance of the 
external price at 10 sh. per bushel, and (b) the creation of 
a Wheat Stabilisation Fund in order to support the 
guarant~ed level. As long as the external price remains· 
higher than the guaranteed price, the wheat growl'rs will 
have to surrender 50% of the difference betm•eu the 
guaranteed price and the external price. Out of this 
contribution, a Wheat Stabilisfltion Fund will be created 
which will be utilised to maintain the price nt the guaranteed 
level when the external price falls below that level. This 
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guarantee is to operate for 5 years but the plan may be 
reviewed and renewed before the end of the period. During 

:this period, if the price falls and there i~ a run. on the 
Fund leading to its exhaustion, the Fund mll be re1mbursed 
out of the general revenues. The 50% contrib~tion from 
the growers is fixed for the first year only and ID a higher 
external price-level continues to prevail, this percentage 
may be reduced in future. 

20. The Australian Government realized that no 
plan for price-eta bilisa.tion can succeed without a certain 
degree of regulation of the production and supply of wheat. 
So far as supply is concerned the Wheat Marketing :Board, 
as mentioned earlier is the monopoly procurer of wheat in 
Australia and it is to continue its operations in the same 

. manner. For controlling production, a "Commonwealth 
Board" will be appointed consisting of a representative 
from each State together ·)Vith a Chairman; the Director 
General of Agriculture and Executive Members chosen by 
the Commonwealth Government. The Board will recom­
mend the total acreage to be sown each year and its distri­
bution among the States. There will also be State Commi­
ttees which will regulate the ·production in respective· 
States by licensing the growers. While giving licences, 
the pre-war acreage cultivated by each applicant will be 
taken into account but no licence-holder will be allowed 
to gro.w more wheat and no person without licence will 
be permitted to ·sow wheat for grain. For other purposeH, 
·there is no restriction on the acreage. 

· 21. The post-war wheat plan of Australia is based on 
the expec!ation that the external price-level will continue 
to be as h1gh as 10 sh. per bushel, that Australia will be iii 
a position to dispose of 140 million bushels annually and 
that the production can be planned so as to maintain this 
surplus. However, it has been ·made clear by the Minister 
in his sp:ech at the time of introducing the second reading 
of the Brll that the powers acquired thereunder to control 
production are to be used to regulate acrev ge and not to 
restr.ict it. Stabilisation of prices will thus not mean 
curtailment of prod>;tction and the plan only aims at taking 
away_ a part of the ~1gh~r returns to the farmers in prosper­
ous t1mes so as to g1ve rt back to them in days of dfstress. 

22. The above account of the evol~tion of State 
policy in Austral_ia with regard to agriculture thus shows 
~ gradu!tl evolutwn from relief to guaranteed prices, and 
fmally to a fully-worked out plan to stabilise the prices of 
wheat, utilising thA resources of the wheat industry 
itself, 
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APPENDIX V. 

Quc,tionnaire Issued ~y the Prices Sub·Oommiltee. 

(1~ It has been suggested that the aim of a policy of price 
fixation of agricultural produce should be to maintain prit>eo at a 
level which is fair to both the producer and the oonaumer. Do 

' you ~gree with this view 1 

(2) Should there be one basic price for a product and adjulril• 
ment made therein for different regions, on the basis of normal 
parities or should the price be different for diffe~ent regions t 

(3} How would you determine the fair prioe r How fat and 
to what exjent should the following factors be taken into aaoount' 
for the purpose 1 

(a) The oost of productio_n-
how would you determine suoh costs, to enable policy 
to be concretely formulated r What element• should 
enter into cost 1 Given that the same produo• haa a 
different cost in different parts of In dis (or even withi:a 
the same Province), shall there be differential prioeo, or 
shall all producem be given enough to cover marginal 
costs of the most disadvai).tageously situated producer, or 
1hould the price cover the costs of the average produoert 
Shall cost of production be periodically re-assessed f 

(b) The price level of industrial products-
what base period shoul~ be selected at whioh the ratio 
between a"rioultural prices and industrial priceil were 
regarded a~ norm~l (t. g. t~e period hefore the onset of 
the Great Depression) 1 ;>; hat !ndustrinl products should 
be taken into account t Should 'lobe prices of agricul­
tural ptodu~ts like .co~ton, sug'!rcane, oilseeds etc. be 
determined m telatlOn to the prtcea of the artiolos manu­
factured the~efrom or . should the pr~ces of the manu­
factured articles bco adJusted to the prrces of agricultural 
products uom which the1 are manufactured t 

(e) The desir&bility of the ~a.intenance ~f ou.t put of agricul• 
tnral produce or of effectmg changes therem-

should th!s be. construed as ~plying the same quantita.­
'loive relat!OnB~I,PI bo;tween particular g.roups of product• 

' as t~~t prevmh~~ (I) b~fore .the war, (it) during the war 
o! (!11) a "target relatiOnlh!p for the future 1 ·Or should 
t~e price be determin~ from season to season with a 
VlllW' to encourage or d1s~ourage production a.8 ch&nging 
conditions may require from time to time r' 

(d) The desirability of maintianing all. adequa.te standard of 
lift for the oultintor and the lalildleNlo.bwr&-



· bow 8bould the standard he determined t In particular 
what items should be regarded as essential for an ade­
quate standard of life and what should be their propor· 
tionate significance t. e. what weightage should be:given 
to each f 

(e) ·The prices of synthetic eubstitutllft and competing pro-
ducts-

should the price of an agricultural product be deter­
mined in relation to tho priers of the substitutes and 
competing p10ducts be. adjusted to the price of the sgri· 
cultural product 1 

(/) Prices at different stages of the marketing proceas­
ehould the price of an agricultural. product at the pri­
mary stage be determined in relation to its pric€B at the 
subsequent stages, in the marketing proce&s, including 
the retail stage, or should the retail prices and the prices 
at earlier stages be adjusted to the prices of the , agri­
cultural product at the primary stage t 

(g) The incentive to effect agricultural i~provementa e, g. 
wells, anti-erosion measures, use of fertilisers eto. and to 
increase agricultural effi.Qiency, 

(i) The purchasing power of the conaumere. 

(4) Should the fair price be fixed &t a point or should it be 
fixed withina range, with a minimum and a_ maximum a.t both endat 

(5) When should the fair prioe be announced-a.t sowing time, 
or &fter harvest f When should ohanges ·in prioes be announced I 

· (6) For what period of time, should priaee, onoe announced, 
remain fixed I . 

(7) Is it yonr experience that pricss of groups of agricultural 
produce move together, so tha.t fixing the prices of a few principal 
p1oduots ;would &utomatica.lly lead to the gra.dual regulation of 
wices of others, by natural market forces I For what types of 
agricultural produce do you recommend that prices should be fixed 1 

· (8) What administrative machinery do you recommend for 
determining fair prices I Do you,agree with the view that this 
ahould be done by a central agency I If so, should the central 
a.genoy be a Department of State or should it be a statutory body 
apecia.lly created for the purpose I 

(9) What administrative machinery ehould be set up fo:r the 
enforcement of prices f, Should ~he machinery be central or pro· 
'Vlncio.l an~ should advtsory bodtes he e.ttach~d to the administra• 
ti'Ve maohmer:y: 1 Or should there be a ~pectal Commodity Or a­
aiJation eatabhshed for the purpose a.nd 1f so, on 'IV hat linea 1 g 

(10) What measures would you advise for the enforoement o! 
prio-. &I determined I · 
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(tJ) should the ·State give an undert.aking to buy at all times 
any surplus in the market, which cannot be disposed of 
at the determined prices 1 If not, what alternative 
measures would you recommend 1 

(b) would you recommend the building up of buffer stocks 1 

(c) what are the principles that should regulate sales from 
buffer stocks, witliin and outside the country, to make 
the price policy effective 1' 

(d) should there be any system of monopoly purchase 1 If 
so, should this be dorie by ·guarantees to the trade or 
through a special commodity organisation or by direct 
s~ate agency 1' 

(e) should the State have the right to control the volume of 
output through crop-planning 1 

(/) if prices risA -above the determined price, should the State 
'lower or abolish import duties in order to encourage fur• 
ther supplies 1 If prices fall below the determined price, 
should the State raise or impose import duties or prohi­
bit imports, in order to discourage supplies 1 

(g) should imports be a State monopoly, in order to imple-
ment the price policy 1 · 

(11) should the State have the right to prohibit exports in 
order to prevent a rise in prices above the determined 
level 1 What other alternatives would you suggest e. g., 
snbsldles, 

(i) should exports be a State monopoly in order to implement 
price policy I 

(ll), How can the ~inancial resources ueoessary to carry out the 
mea.sures reoommended be obtained and how ahould the cost be 
alloos. ted I 

(12) On what principles. sho~ld t~e size of bu~fer stocks be 
rtetmined in order to ms.mtam pr1ces and to tide O\'er crop 

failures! 

( 13) What is your experience of price fixation policies during 
the Jaat five -years 1 ' 

( 14) l{ow would you ensure an equitable di•tribution of the 
benefits of the price policy among the different agricultural cla~ees 

g, tena.nts-at-will and laboure•:s. e. 

(liS) Wh"-t. sproific steps :)ll'ould you take to enfcroe ~ re-orga­
. tion of agrlJUit ure, In 01 der to secure that full benefit acoru~ 

~:~be country from the contemplated expenditure on prioe policy;. 



268 

APPli:NDIX VI. 

The att611dence of the Ye~bers of the Prices Sub­
(Jommittee at the different Meetings was as fol.lows:-

First meeting held atN ew Delhi o·n the 9th and lOth}/[ arch,1945. 

1. -Sir V. T. K.rishnamachari,, K. c. s. I., K. c. I. B., 

(Chairman). 
2. The Honourable MR. Hossain Imam. 
3. Sir .Fazal I. Rahimtoola, c. I.E .. KT , · . 
4. Rao Bahadur N. R. :--amiappa Mudaliar, M.L.C 

5 .. Dr. L. C. Jain .. 
6. Sir Roger Thomas, c.I.E., J.P. 

7. Sir Phoroze Kharegat,-c.I.-m., I c.s. 
8. Mr. V. Narahari Ra.o, c.s.1.; c I.E. 

9. 'Sir Theodore Gregory 
10. Dr. V. K. R. v. Rs.~. 
11. Mr. C. N. Vakil. 
12. Dr. B. K. Madan. 

Second meeting held at Bombay on the 7th and 8th lJ!Iay, 1945. 

1. Sir Pheroze Kharegat, c.I.E., I.c.s. (in the chair) 
2. The Honourable Mr. Hossain Imam. 
3. Sir Fazal I. Rahimtoola. c I.R., Kt. 
4. Dr. L. C. Jain. 
5·. Mr. V; .Nara.hari Roa, c.s.T., •. I."Il. 
6. Dr. V.· K. R. V. Rao. 
7. Mr. C. N. Vakil. 
8. Dr. B. K Madan. 
9. Rir R. G. Allan. 

Third meeting held at New Delhi on the 17th ·and 18th 
September, 1945. 

I. Sir v. T. Krishnamachari, K. c. s. r., ][,c. I. E. 
(Chairman). · 

2. The Hpn01irable Mr. Hosllain Imam. 
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3. Sir Fazal I. Rahimtoola, c.r.E., KT. 
4. Dr. L. C. Jain .. 
5. Sir Pheroze Kharegat, c.I.]!;., r.c.s., 
6. Khan Bahadur M.A. Momin. 
7. Sir Theodore Gregory, 
8. Mr. V. Narahari Rao, c.s.I., c.I.E. 
9. Dr. V. K. R. V. Rao. 

10. Mr. C. N. Vakil. 

Fourth meeting held at Bomb!!y nn the 25th to the 30th May, 

1946. 

1. · ::lir V. T. Krishnamachari, K.C.s.r.,K.C.I.E. (Chairman). 
2. The Honourable Mr. Hossain Imam. 
3. Sir Faza.l I. Rahimtoola; ci'.t.E., KT. 
4. Sir Roger Thomas, C.I.E., J.l'. 

5. Sir Pheroze Kha.regat, o.I.E., x.c.s. 
6. Mr. V. Naraha.ri Rao, o.s 1.,· c.r.E. 
7. Mr. N. G. Abhyankar. 
8. Dr. B. K. Madan. 

Fifth meeling held_ at J aipur from -a,e 22nd to 25th October, 

1946. 

I. Sir V. T. Rrishnamachari, K o.s.x, K.C.I,:m. (Chairman). 
2. The Honourable Mr. Hossain Imam. 
3. Sir Roger Thomas, c.I.E., J.P. 

4. Sir Pheroze Kharegat, c.I.:a:., r.c.1. 
5. Mr. V. Nara.hari Rao, c.s.r., c.I.E. 

' 6.. Mr. N. G~ Abhyankar .. 


