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SUMMARY OF THE REPORT.

.1. It is necessary to raise the standard of living of
the agriculturist and the sgricultural labourer to- the
yiighest possible level by taking immediate steps : (3) to
increase agricultural production to the mazimum extent

possible and (ii) to improve agricultural efficiency in all

directions.

2. This oalls for a policy of active State-sssistance
to agriculture, adequate measures of agricultural improve-
ment and an intensive programme of agricultural develop-
ment and investment so as.to develop the resources of the
country. The vesourcas are sufficiently large to enable
the necussary expansion in production to take place.

-3. A policy of active State assistance to agriculture
has been followed in many countriessince the depression
pf the 1930’s. Bome steps have been taken in this respeck
in Indlg. ag well, paificularly since the outbreak of the
war. . The Government of India have declared in their
statement of policy on Agriculture and Food that the
sum of their objectives is-an expanding produotion and
consumplion and adequate purchasing powerin the hands
of the people. ‘

4. Torachieving this objective it is necessary to have
. & coordinated programme consisting of & number of diffe-
rent measures, partly technical and partly economie,
integrated in & suitable manner. -

5. The technical problem is to secure an inoresse
in the productivity of the land through an all-round drive
for greater efficiency in agricuiture. This calls for an

intensive application of scientific knowledge to agricul-

ture and & considerable expansion in the normal research,
training and extension activities of the central and provin-
cial departments of agriculture.

6. The econcmic problem is to bring about the
largest increase possible in the national income from
agriculture and to secure its equitable distribution. This
can be achieved by reduction in the costs of production
per unit of produce through greater officiency of produc-
tion, adjustment of rent and other charges, grant or subsi-
dies of various kinds to Jow-income groups of producers

Objertives,

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

- 7. In certain circumstances however it may bé neces-

" - sary to go further and adopt measures such as guaranteed

prices’so as to seeure comparative stability of agricultural

‘prices and incomes, in the face of seesenal and cyclical

fluctuations as well as to cstablish a reasenable parity

betwesn agricultural and industrial incomes. The gnaran-

tee of an assured market for agricultural produce 2t a

-remunerative minimum price censtitutes the mest direct

and effective form of assistance. Ib is an essential part

of & nation-wide drive to raise agricultural productivity

and output. Some of us, in fact, consider that all’ the
other measures combined will not succeed in attaining

the objectives in view unless the producer is guaranteed -
& remunerative minimum price for his produce.

- 8. Agriculture involves a high degree of risk, parti-
eularly under Indian conditions, where it is exposed to
the vagaries of the monsoon and other climatic factors,
a8 also to dams ge on a large scale by pests and diseases,
Production is therefore subject to wide fluctuations. In
addition, the agricultural producer is faced with the risk
of a fall in prices which may be so heavy as to render agri- -
eulture unremunerative to the majority of producers. It
is ‘essential for the State to take such action as may be
feasible to safeguard the producer from these riske and
make his occupation less of a gamble. This is all the more
necessary in India whore agriculture is carried on by »
large number of small and unorganised producers, who
cannot adopt new techniques or invest in improvements
or avail themselves of the facilities offered by the State,
unless they have a reasonable assurance in regard to the
price which their surplus produce will fetch in the market.

9. A policy designed to increase the national sgri-
cultural production to its optimum potential, connotes an
“economy of abundance’ in which there exists under
certain conditions the danger of the supply of the produce
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concerned exceeding the effective demand, with a conase-
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 his
enterprize in increasing the productivity of his land.
~ This anomalous state of affairs can be rectified only by
guaranteeing him minimum floor prices for his produce.

10. Again, the cultivator has to meet his fixed
obligations such as land revenue, rent, interest and other
charges from a fluctuating income which in most cases
is barely sufficient for his subsistence. He is therefore
usually in debt. - He sticks to hie occupation only because

to him, agriculture is & way of life rather than a business
for profit. '

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

12, The effeetive guarantes of a minimum price will
not only introduce an element of atability in agriculture,
but will also promote stability in other spheres of economio
life, and will assist in securing a general rise in national
income, The maintenance of the income of the agricul-
turist at a satisfactory level will provide a large home
market for the products of Indian industries and encourage
their development. It will maintain the revenunes of the
Provineial Governments, because of its direct effects on
land revenue and water charges, and its indirect effects
on the yield of other sources of revenue. It will increase
the remunerativeness of public works in the sphere of
agriculture. It will maintain the value of the only secu-
rity that the agriculturist can offer, increase his credit
and promote the development of marketing and credit
organisations. The guarantee of & minimum prioce, which
introduces an element of stability in agricultural incomes,
.is thus 8 measure of pivotal importance for general eco-

_ nomio development.
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13, It is of. course .necessary to. ensure that the
measures taken for the implementation of the guarantee
are-such that the benefits reach.those for whom they are
chiefly intended, viz., the small eultivators and agrioul-
tural labourers: who. are particularly - vulnerahble to.. the
hazards of agriculture and who have a stronger. claim
4o State protection than the bigger landlorda.

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

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

' 168. ' The adoption of a policy of price support in India,
should not present serious difficulties. Such a Policy
is already in force in many other countiies such as the
U.8.A., Canada, U.K., ete. The trend of world develop-
ments is to co-ordinate these national policies through
international organizations like theF.A.0., and the proposeq

Tnternational Trade Organisation and Commodity Com.
riissiona in a manner which will reduce undue fluetyg.

tions and tend to stabilise  agricultural prices on 4
world-wide gcale.

17. Though our report concentrates meinly on the
specific problems of price policy, we must emphasise the
necessity of & simultanecus adoption of & wide variety
of other measures of agricultural and general economie
development and a complementary monetary policy,
An expansion of gainful employment and an increase ip
real wealth must ultimately result in a ready market
for allagricultural produce and in a permanent improye.
ment in the standard of living of the agriculturist,

18. A fair price as wé would define it, is such as woulg
leave to the producer an income sufficient to maintain hipy
‘and his family at a standard of life equivalent to thag
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enjoyed by comparable elasses of the population, This
implies that due allowance should be made for the costa
of such goods and - services as make up & -reasonsble
standard of living for cultivators as a class,

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

20, Further, a fair price should be such as wounld en«
able the producer to pay a fair level of wages to the agri-
cultural labourer, so that the latter also may enjoy a stan-
dard of life equivalent to that of other comparable clasges
 of the population,

21. The detcrmination of a fair price thus entails
calenlation of the costs of the different items which enter
into the costs of production and the costs of living in dif-
forent parts of the oountry. These costs vary widely
aooording ta soil and climatic conditions, crops produced,
~ize of holding and several other factors, They can only
be estimated by detailed and continuous enguiries spes
cislly planned and conducted with this object.

92, It is therefore neccssary to take early steps to
creabe & snitable machinery for the collection of data re-
luting to these costs. Priority should be given to the col-
lection of reliable data regarding the yield per acre of the
principal crops 8o as to provide the meana for assessing the
- expected progressive inoresse in agrioultural efficiency,

Tn the permanently gettled areas, es,'rly aoction is needed foy
the colleotion of accurate data relating aleo to the acreages
under different orops, The neoessary machinery should be
got up forthwith and placed on & permanent footing.

69, Until the relevant data become available, it will he
necassary po praceed on & loss eoientific basls and maintain
agricultural prices st ressonable parity with egricultural
cosbs, Agrioultural prices refer to the prices recaived
by the agrioulturist for his produce. Agrioultural costs
pefer to the prices paid by the agrionlturist for the goods
and services entering into his eoats of produetion and his

costs of Hying.
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o4, The most appropriate way of srriving ab sucfh &
parisy is to proceed on the basis of the relationship betweek
the agricultural prices and the agricultural costs which res-
poetively prevailed during a particular period in the p&-E:f-
when such rtelationship was commonly accepted to bo fair
to sl tho interests concerncd i adjustments should 1?6
madeo thorein, where necessary in the light of changes 111
the bosic factors affecting the costs of production and
the costs of living. As however comprehensive data of
th=se costs are not available, it is necessary to work on

the basis of the available prices of a fow principal com-
ponents of -these costs. ‘

25. TFor this purpose the prices of cloth, kerosene,
salt, gur, sweet oil, iron and steel (representing agricul--
tural implemonts), bullocks, manures, oilcakes and fodder
(representing cattle feeds), and other such items may be
regarded us fairly representative of the wvariable items
in agricultural cests, Saitable weights- will have to be

attached to these itoms, depending on the extent to i
they normally enter into the costs of T hich

v h

costs of living. Tue allowance will alsori!ao:ri: 32112: t:;ng 1;flw
the fact that certain itoms in these cogtg such ade for
revenue, rent, irrigation rates gng interest oh a8 land
normally relatively stable in character Charges are

26, The most suitable period i '

- } n the
_ zlqu:;aisa-permd ‘furgpurI')c‘)ses of paritly is thopgfxt;nfaieu“' .
92 ‘-leto. 1928-29.  The aim shonld be to ma,iqnt in the
fsa,g:le refa.tm_nshl.p botween agricultural prices &‘a.zln :lﬁe
. 1:1 ;x of agricvitural costs ag prevailed in the b nd the
and to determine the fajr piices accordingly age-poriod

L . I H 3

px-iczoz, sot ?}_’?{Jéﬁt }:z’D({:‘::::zi im\\;_ever to enforce the fair
It is bﬁ%idﬁs dift:im.llt- ’Lf) peg ma:k;i}tp;i(‘;?e(;m tdifﬁgulties.g_
_cuIn.r. point, as distinguished from peggin t}? any parti.
cortuin rangcil. Th? poliey should thergfor:mbmmm.&
minimum and meximum Prices on ti A e to fix
prices. ’ 1@ bagig of the fair



vii

29, In the transition period, during which the controls
initiated during the war may continue, the minimum price
shouid be fixed at not less than the fair parity price and
all the produce that is offered to Government should be
purchased Ly it at that price.

20. In the post-transition period, when normal supply
and demand conditions may be restored, the minimum price
wiay have to be fixed at a level below the fair parity price
as indicated in paras 31 and 32,

31, In fixing the minimum price it will be necessary
{o take into account the relation between agricultural
pric¢es and the general level of prices in the country ; the re-
lntion between price trends in India and abroad; any
goneral assistance given to Agriculture by the BState
through other measures such as‘’subgidies, remission of land
revenue and other dues, etc ;: and above all, the financial
rosources available to the State for the implementation
of the price guarantee.

82. In certain circumstances, it may be considered
necessary 28 & matier of State ﬁolicy, to reduce the general
lgvel of prices for overall economic reasons. Since the
prices of foodgrains and agricultural raw materials occupy
a crucial position in the domestic price structure, a re(_iug-
tion in agricultural prices may be a nécessary prelimi-
nary to & general price reduction. Should such a reduction |
become necessary, it should not exceed 1249, t.e. two
apnas in the rupee of the cu_rrent- fair parily prices in any
oue year, and once a reduction las thus been made, no
further reduction should be vifocted during the crop year.

38. The consideration of the factors 'rt?ferred to _in
"31 and 32 may result in circumscribing the prin-.
y prices to some extont and the minimum
onsequently be lower than the fair parity
that a limit may be placed to the reduc-
rice on account of the factors men-
; members of the Sub-committee are of the
2;?;::‘(1{}:5? :}?ef iﬁ?nimum price should not be fixed at a
lovel lower than the fair parity price b_y more than 12'-}.%,
fwhile other members of the Sub-committee are .o{ opinion
thatno limitation should be placed upon the discretion of

the price-fixing suthority in this respect.

pares ‘
ciple of fair parib
price fixed may ¢
price. In order td
tion in the fair parity p
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34. The market prices should under no circumstances.
be permitted to fall in future below a rock-bottom mini~
mum level. " This limit is set by the fixed elements in
agricultural costs and a fall in the market prices below
this level will upset the 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 yesars 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 regardas the actual level of
the rock-bottom minimum, some members of the sub-
committee hold the view that ‘it should be equivalent to
the average price of the commodity concerned in the prin.
cipal producing areas, during the quinquunnium 1924-25
to 1928-29, e.g. Ra. 4/8/oper md, for wheat at Lyallpur
with prices of other commodities in  normal parity with it;
other members are of opinion that it should be 25% above
this avorage, t.e. Rs. 5/10/- per maund for Whea..t at;
Lyallpur with simijlar differentials for other commodities,

" 85. In certain circumstances, a serious foll in indus-
trial prices may be brought about by extraneons factors
and the parity approach to the problems of stability in
agricultural prices may not succeed in avoiding # parallel
- fall. in agricultural prices, Hence Governmcllt S.].'—lould

adopt & policy of preventing any sudden collapse of indus-
trial prices, ,

38, The minimum price should be dﬂ“’f'?““ed and
announced well in advance of sowing OP‘B“,"tlonlf' The
price so announced should not be changed duriné t e'tcrol),
year. The position should be reviewed and & S &bla
minimum price fixed for the next year as mey be warranted

by changes in tlie determining factors.

37. The minimum price for a commodity S};lould.bP‘
ealoulated for the principal producing arefs: %‘ ° (ir(lil.m‘
mum prices for other areas should be worked oub 2Y a].{ Ing
to this figure the normal costs of transport; MOF oting
and other incidental expenses, '

38. The minimum price should normally be calm;éa‘f ed
on the basis of the fair average quality © t,'he g;r aotet*
Suitable differentials should then be aliowed iP* pact of
difforent grades and qualities,
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38. In order to protect the interests of the consumers (v)?
the State should aim at maintaining the wholesale price
below & pre-determined maximum.

40. The maxzimum price should be based on the mini-
mum price, making allowance for the normel trade differen-
tials, the storage charges, and the market fluctuations in
supply and demand. The margin between the minimum
and ihe maximum price should not be g0 high as to en-
courage rpeculation nor so low as to hamper the market.
Further the maximum price should under no circumstances
be lower than the fair parity price. It should be fixed
at 25% above the minimum price, or alternatively at the
fair parity price, whichever level is higher,

41. The maximum price should be announced as soon
as the crop prospects are known and in any case not later
thap the beginning of the Larvest season. The price so

fixed should normally remain in force for a year and should
not be altered in the interval, ‘

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

48. The maximum price should normally be calculated
on the basis of the fair average quality of the produet.

Suitable difforentials should then be allowed in respeot
of different grades and qualities.

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

centres in the country, within reasonably easy access to
cultivators. : .

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

it is intended, it may be necessary to regulate agricultural:
. wages and renta,
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46. The State should have special powers, (a) to regu-
" Inte acreage under individual crops in a particular aroa
or on an all-India basis, and (b) to enforce adequate stan-
dards of land management.

47. The fization 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 (¢} to enforce conirel of
Priceg by law, in an emergency.

49. The State has thus to be prepared to make effec-
tive both the minimum price and the maximum price, az
circumstances may make necessary, and the machinery of
enforcement should be so devised that it will Le capable of
effectively desling with either situaijon, :

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
influence the supply in the market, by withdrawing a pary
of the supply through its purchases and by adding to the
supply through its sales, as may be necessary. These
purchase and sale operations involve the building up of
- national reserve stocks and also the regulation of imports
and exports.

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

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

94. The financial resources necessary for the en-
forcoment of price poliey may be classified into fixed
capital, working capital and operating costs. Fixzed
capital will be required mainly for the construction of the
nocossary storage accommodation. Working capital will
be required for the holding of reserve stocks, for meeting
the expenses involved in the turnover and for carrying out
purchase and sale operations, Operating costs will include
the interost on the fixed and working capital, the depre-
ciation on and maintenance of godowns, the deterioration
of the reserve stocks, transport and handling charges
and expenses on account of staff, eta.

55. The principles referred to above for the deter-
mination of minimum and maximum prices should be
applied to the principal foodgrains, rice, wheat, jowar and
bajra. Their prices are likely to influence those of other
food crops. .

58. Thereis difference of opinion in the Bub-committee
regarding the size of the ressrve stocks of foodgrains to be
maintained for stabilizing prices and for meeting emer-
gencies. It isfelt by some membera of the Bub-committee
that the composite reserve stocks shounld be of the order
~ of 1} million tons, while other members of the Sub-com-
mitiee are of the view that stooks of the order of 8 million
tons are ‘called for. The subsequent calculations are
based on stocks of 1} million tons, since the Sub-com-
mittee are agreed that stocks should in no case be lower
than this figure, :

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

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

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

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

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

62. The fizxed capital for.the construction of godowns
for two million tons of foodgrains may be estimated at
about Rs. 8.2 crores. The working capital on the basis of
an estimated average price of Rs. 8 per maund for reserve
stocks of 1§ million tons of foodgrains may amount to
Rs. 32 crores. The annual operating cost may be esti-
mated at Rs. 2.67 crores. It is not however poseible to
estimate the losses which may occur in an effort to main-
tein the minimum prices in the event of a world depression.
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68. In view of the fact that the arrangements proposed
will introduce an element of stability in the production
‘of foodgrains of the value of Rs. 870 crores, and will
provide a sense of security in the lives of a vast majority
of the population, & capital investment of Rs. 38.2 crores
and an operating cost of Rs, 2.67 crores a year is & rela-
tively smell price to pay, especially as over a Gourse 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 recommeénded by us
will also apply to commercial erops, but the mode of imple-
mentation will bave to be modified to suit the special cir-
cumstances of each crop. The prices of such crops sre
already being regulated in certain cases, and the existing

schemes of regulation should be adapted to the principles
recommended.

65. The prices of the products of animal husbandry
such as milk, fish and eggs and of other perishable agri-
cultural produce such as vegetables and fruits, should be
rogulated by the Provincial end State Governments on &
local or regional basis, according to.the extent to which the
markets for these products arc localised. .They should also
take steps to improve cold storage facilities for such
products and transport organisations should provide
refrigerated transport. When these facilities have suf-
“ficiently developed, snd the market for such products
hes becomo niore integrated, the question of the regulation
of these prices on an all-India basis mey be examined.

66. Suitable administrative and executive machinery
should be set up in order to carry out the three-fold func-
tions involved, viz., (§) the formulation and laying down
of the policy to be adopted, (¥%) the determibation of
minimnm and maximum prices, and (4if) the enforcement
of the pricos fixed.

67. For this purposs, an all-India Agricultural Prices
Council should be set up consisting of representstives of
the Central, Provincial and State Governmente at minis-
toriel level. 1t 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 units.
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68. The determination of prices is & semi-judicial
function and the body entrusted with the work should
be distinet from the body set up for the enforcement of
prices through market operations. The All-India Agri-
cultural Prices Council should therefore set up two bodies,
one & Price Determination Commission and the other,

a Commodity Corporation, both working directly under
itself, :

88. 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 administiative sxperience.
" The other members should be persons with qualifications
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-
oultural Prices Council. .It should have under it a Bureaw
of Economics and Statistics for the collection, analysis
#nd interpretation of all data bearing on the subject.

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

th 72 The Commodit,y COrpofa.tion should consist of
hre‘3 mombers including the Chairmen. The Chairman
:hgﬁ(:, Possess wide administrative experience. One of

and b mbers should have practical experience of commerce
usiness and the other of banking and finance.

ne czg' The Corporation will take such measures as may bo
tive iia:{ %0 make the prices fixed by the Council effec-
b will meorket. It will regulate imports and exports.
of the I?m-tam the reserve stocks and engure the renewal
100 bo s o8l stocks from time to time, It will guaran-
_ Purchase all that is offered to it a$ the minimum price
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fixed and will undertake to sell from its stocks at the
maximum price. In practice, it may have to operate
as soon as market prices show a tendency to move beyond
the range fixed. It will be free to buy or sell in the market
at any price within the fixed range for building up or
turning over its reserve stocks. Subject to these consie
derations, it will work on businees lines.

74. In order to carry out these functions the
Corporation should have a Board of Directors consisting
of three persons including the Chairman., The affairs of
the Corporation should be administered by a Manager
under the general supervision and direction of the Board
of Directors. There should be # deputy manager in
charge of each commodity or a& group of commeodities’
guch as millets and a deputy manager or deputy managers
in cherge of important functions such as finance, ware-
housing, imports and exports ete. There should also be »
depuby menager in charge of esch Regional Office of the
Corporation.

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

Mg, The Corporation -should carry out its normal
tions through duly appointed or licensed trade agents
he staff of the Provincial and State Govern-
ough its own staff, as may be found conve-

opers
or through t
ments or thr
pnient in each case.

7g. The All-Indis Agricultural Prices Council and the
administrative machinery t}mt it may set up may have to
‘snour considerable expenditure in order to enforce the
111,0“.mum and maximum prices. The financial resources
o arv for the purpose should be contributed by the
nect??si aﬁ;ing Governments (Central, Provinecial and State)
particlp ortions as may be agreed upon.

in such prop \ . :
"o, The administrative machinery should operate on
:hegs lines, It is guggested that such profits as may
busin o in the first five years should be allocated to a
be  ma eFun d while the losses, if any, sustained during
Reservee oriod should be shared by the participating
the sam exﬂs in an agreed proportion. In subsequent
Govergﬁ logses, if any, should be me? from the Reserve
yearc? to such 9;1 extent as may be determined by the
Fun i {he belanoe being met by contributions from the
c:;]iq:ip'ating Governments in & proportion mutually

agreed upon-
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] ¥8. The essential preliminary measures for the setting
up of the All-India Agricultural Prices Council and the
administrative machinery under it should be taken without
delay, so that they may be able te take over their responsi-

- bilities at an early date. Some of the preliminary mea-
gures are —.

(¢) The establishment of & Bureau of Economics
- and Statistics for the collection of reliable data of costa

of production of crops, costs of living in rural areas, yield
-per acre, eto,

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

(i¢9) The oonstruction of the necessary sterage
accommodation,

] (iv) 'I:he selection and appointment, in collaboration
with Provinces and States, of suitable trade or other

agencies for carrying out purchase and sale operations
in their respective areas.

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

79. In the meantime, i.e., until the All-India Agri-
oultm:a.l Prices Council is established and the necesssry
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 this
report.

-80. Though the yri tov | . R
in the interesg price policy is conceived primarily

( t8 of the actual tiller of the soil. and the agri-
cultural labourer, the expenditure of public funds that

itinvolves will benefit both the prod d
the consumer,

In order to reinforce the nyi producer an

its benefits roach thog @ price policy and to ensure that

e for whom it is intended, the State
?11‘1}?;1: g;e such ancillary measures as may be necessary.
reports of : ures have boen deslt with st length in the
but the m nun}bar of other committees and commissions,
brief, | 'o lmportant of them may be indicated in
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81. Stepas should be taken to improve the existing
systom of the marketing of agricultural produce by measures
such as the establishment of regulated markets, the li-
censing of dealers, the grading of produce and the develop-
ment of co-operative marketing, so that the benefite of the
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 $o his eredi-
tors, the produce should be valued at & price not lower
than the guaranteed minimum price. The rural credit
system should be improved by the extension of co-opera~
tive oredit and the setting up of oredit corporations.
The Sub-committee on Agricultural Finance of the Policy
Committee on Agriculture, Forestry and Fisheries has
already made detailed recommendations in this conneec-

tion.

83. The land tenurs system should be reformed where
necessary so a8 to give the tiller of the soil security against
enhancement of rent and other dues, as also against

jectment, and provide him with. sufficient incentive to
effect improvements and increase the efficiency of pro-

duction.

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

labourer.

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

86. The State should organise a sustained drive to
are increased production and greater efficiency, by
aeir ing out anti-erosion and 5011_ conservancy measures,
?fr,tdg;taking jrrigation works, distributing good seeds,
manures, implements and other agricultural requisites on -
a subsidised basis where neceasary and providing technical

&dViQet

7, The e-xgbgsively small holdings so characteristic of
Indi&;l agrioulture constitute & serious handicap to the
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«doption of improvements in farming technique. An
atensive effort should be made to consolidate fragmented
holdings and to promote a change-over from individual
farming of uneconomic small holdingg on a family basis
to farming of the entire village area on a co-operative basis.

88. A wide extension of education, suited to the rural
environment should help considerably in 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
vulnerable classes.

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

91, A policy of price-fixation is considered in some
quarters to be superflous in the belief that the general
scarcity of supply will prevent any large fall in agricul-

_tural prices. Although agricultural prices may be main-
tained for some time to come and the forces conductive
to & general depression in prices temporarily held in check,
the danger of a slump in agricultural prices will arise
when oconditions settle down and cultivation returne
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 polioy.
A coherent internal policy is also necessary in order to.
link uwp with any international commodity arrangements
to which India may be a party in the future. An adminis-
trative machinery for stabilising prices cannot be built
overnight but will take some years before it can be fashioned
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initio into an instrument of real effectiveness. A

voiicy of price-fixation should therefore be adopted and

the nucleus of the necessary machinery set up, without
delay.

92. Intheformulationof the programme, the objec-
tives of policy as well ag the machinery for its execution
need to be adjusted to the facts of financial resources and
administrative personnel. The difficulties arising out of
these factors will be considerable in the initial years and
hence & 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.

23. The immediate objective should be to fix prices
at a level which will be as fair as it is practicable to en-
foree, leading up to a level of prices which would be fair
and equitable. In the initial stage the administrative
machinery should undertake to support the prices of only
& few commodities such as the more important cereals,
namely wheat, rice, jowar and bajra and the more impor-
tant commercial crops, namely cotton, jute and sugarcane.
Then as it acquires experience and trains the necessary
personnel, it shonld expand its scope of activity to other
crops. Ultimately it may take over similar functions
relating to animal husbandry products. The tempo
of developmont from one stage to another will naturally
depend upon the prevailing circumstances. In order
that the interests of ihe differont territorial units should
be adequately reconciled, the programme should be im-
plemented through mutual co-operation on the one hand
between Central, Provineial and State Governments and
on the other hand between Govornment and Trade orga-
nisations, utilizing the normal channels of administration
and business as far as poassible.

' 94. The recommendations in the Report of the Com-
mittee should form an integral part of & general drive for
agricultural end animal husbandry development. They
should be considered along with the recommendations
contained in other reports on connected problems, so that
all of them taken together may provide s comprehengive
plan of agricultural development.

e e A T



INTRODUCTION..

-~ The Policy Committce on -Agriculture, Forestry

-and Fisheries, at its meeting heid from the = 26th
to 29th June, 1944, recommended that Government
should guarantee to producers an assured market at a
remunerative price for agricultural produce and that a
sub-committee should be appointed to report as to how o
fix a8 remunerative price for the produce and to sectre
an assured market for it. In accordance with the recom-
mendation of the Policy Commitice, the Government of
India sppointed n Subh-Committon viden Office Memo-
randum No, 28-16/44-P, dated the 23rd December, 1944,
of the Education, Health and Lands Department. The
sub-committee consisted of the following :—

(¢) Sir V. T, Krishnamachari, x.¢.8.I,, K.C.LE.
(Chatrman).
(it) The Honourable Mr. Horsnin Imam,
(#6¢) Sir Fazal I. Rahimtools, cre. _
{(iv) Rao Bahadur N.R.Samiappa Mudaliar, M.u.c.
(v) Dr. L. C. Jain.
{v¢) Mr. Roger Thomas, C.LE. J.P.

(vif) Khan Bahadur M. A. Momin,
. (witf) Representative of - Gducation, Health and
Lands Department-—Sir Pheroze Kharegat,
O.L.E., 1.0.8. :
(§z) Representative of Fitance Department—
Mr. V. Narhari Reo, 0.8.1., 012
Representative of Commetce Department—
Qir Theodore Gregory, K&,
(i v Planning and Development
i) Representative of I gand py
@} DI:’.pzn'tment———Prnf. C. N. Vakil.
Represeniative of Food Department—
Dr. V. K. R. V. Rao.
(wits) Representative of Reserve Bank of India—
Dr. B. K. Madan. _
. ive of the Tndian Sates—
XY Represenmtlve 3}
(o) Gir Richard Allan.

(2)

(wit)

W R Natu, Statistical Adv cer i the Govern-
Mr. W. R (]uc:l:l:i’()“: Tealth and 1 ands Department.,

1iﬂp. .E' i, "
:igt;;p{:il;ted Secretary of the sub-commitiee.



2. Dr. V. K. R. V. Rao represented Food Depart-
ment unil the 2nd May 1946 and was then replaced by
Mr. N. G. Abhyankar. - Sir Theodore Gregory represen-

“ted Commerce Department until the 28th September,
1946, after whioh date Mr. B, N, Adarkar was appointed
in his place. Sir Richard Allan and Prof. C.N. Va.}cﬂ
ceaged to be members of the Committee on termination
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 deprived the sub-committce of the
“benefit of his advice.

\ .

3. The terms of reference of the sub-committee were
to consider (¢) the principles on which producers’ prices
of agricultural produce, whether crops grown for indus-
trial purpeses or food, or the produce of animal husbandry
of all description should be fixed; (b) the means by which
-gsuch . prices can be made effective and an assured
mearket be provided, and to make. recommendations.
The sub-committee was to report on its terms of
reforence’ in relation to conditione in the post-war
period {i) in which a substantial measure of Govern-
ment control over the procurement, distribution and
prices o’ commodities exists and /’7) in which such contro’
has been relaxed or abolisced and normal trade .nd
marketing conditions have been res ored

4. The firat meeting of the sub-commi tee wan held at
New Delhi on the 9th. and 10th of March, 1945,
when the Committee discussed the plan of its work and
drafted a questionnaire to be circulated to (i) the Provin-
cial Governments, who were asked to consult all important
interests within their Province, (12) bodics like the Indian
Central Cotton and Jute Committees, trade associations,
Chambers of Commerce and other organised bodies who
were likely to be. interested and (i) important persons
whose opinion was likely to be helpful. The second
meeting of the sub-committee was held at Bombay on the
7th and 8th of May, 1945, at which there was a mutual
lnperchange of views among the members of the sub-com-
mittee, on the different questions raised in the questi-
onnaire circulated, and certain vory tentative conclusions
were arrived at. The third meeting of the sub-committes
was he]d onthe 17th and 18th September, 1945, at New
) De]hlat which the issucs involved were considered further

1n the light of the report of the Famine Enquiry Commigsion
and the replics received to the questionnaire, In accor-.
d&nce_ with the general trend of opinion revealed during
the discussionsin the meeting, the Secretary prepared a



draft outline of the report together with & summary of
the main conclusions and circulated it to the members for
the consideration of the sub-committee at its fourth meeting
held in Bombay from the 25th May to the 30th May, 1948,
After detailed discussions, the sub-committee revised the
mein 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 séparate
chapters. In the first three. chapters we statethe 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-enforcement.. In
the sixth, seventh and eighth chapters, we apply these
principles to the specific problems of food orops, commer-
cial orops and animal husbandry products and recommend
8 price policy for each of these three groups of commo-
dities. The administrative maohinery necessary to give
effeot to our proposals is desoribed in chapter nine, and

the various anocillary measures necessary to reinforce :
- the price polioy are discussed in chapter ten, In the last
and conoluding chapter, we sum up our whole approach
to the problem.

6. We have been asked to report, in our terms of
reference, with respect to two types of conditions in the -
post-war period—{irstly, in- which a substantial measure
of Government control over the procurement, distribution.
and prices of commodities exists and secondly, in which
such oontrol has been re‘la,xesi or abolished and normal™
t1ade and marketing condit}ons have been restored.
Qur proposals are based mainly on the agsumption of
conditions of thelatter type. We are of ‘opinion, however,
that the general principles of polioy which we recommend
are capable of application to tl?e forn?er type of condi-
tions as well,-which will prevail during the transitional

_period, though the scale of operations and the machinery
employed during the period may not be different from
what they are at prosent.

7. We wish to convey our thanks to the Provineial
‘and State Governments, tho official and non-official orga-
nigations and the individuals who have replied to -our
quetionnaire and gupphed usefu] data, We also ‘wish
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to express our thanks to the officials of the U. S. Depart-
ment of Agriculture and the Ministry of Agriculture in
the U. K. with whom our Chairman had useful discus-
sions and who sapplied us with relevant literature.

.~ 8. We are conscious of thedelay in the submission
of our réport. As a result of the varied experience and

outlook in our membership, there have been fundamen-
tal differences of approach and opinion amongst ug on
the many aspects of our difficult problem. The delay bas
been due to our anxiety to evolve an agreed practicable
scheme for the solution of a problem which we consider
‘to be onc of the most crucigl in the economy of the
country, affecting the lives of many millions. We wish
to make special mention of the valuable assintance given
by two of our colleagues Mr. N. G. Abhysnkar and
Dr. B. K. Madan in preparing our refort. We regret
that some of the originel members of the sub-committee

have not remained with us till the completion of our
work, for ressons alrendy atated. '

9. Woe dosire toresord our warm appraciation of the
services rendered to the sub-committes by our Secretary,
Mr. W. R. Natu, The subject of our enquiry hag been
one which has hitherto received comparatively little
attention in India and he had to devote much. thought
. and Tesearch to the measures of price stabilisation

adopted in other countries 50 as to prepare memorandsa
on-the question of their efficacy for the, use of the
g‘ph-comr}n‘otee. There has also teen the work of collating
.mform_atlon on problems rolating to auriculture in Indie,
ou which we have drawn freely in formulating the
schome  suggested in oup report. Finally, there has

been the work of proparing a draft report, for our
approval.  Mr, Natu has discharged these difficult duties
with great ability,

10. Wealso wish t0 exyro .
ander the Socteba xpress our thanks to the staff

Y, in particular to Mr. J. 8. Raj, wh

e Vv X B T . . . ':j, who
has been closely sssociated with the werl ond &0 bhe
bbonographors nnd other ataff who have checifully put
up with long and inconvenient hours of werk.
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CuaprER I,
The Need for Stale ¢_4saiaia'nu to Agriculture.

1i. During world war II, India experienced an
unprecedented shortage of food, leading in some areas
“to- actunl famine. The immediate cause of the shortage
was the cessation of rice imports from Burma, amounting
to about 2 million tons annually, which played a dis-
proportionately significant role in the dietary of certain
vulnerable sections of tlie population in Bombay, Madras,
Travancore and Cochin, The basic cause” underlying such
difficnlties, however, is that even at the best of times
agriculturc in India ijs a gamble on the monsoon rains. The
yearly crop is subject to large variations in yield. To
take one instance, the domestic production of rice, has
varied during the decade 1936-37 to 1945-46 between 23.8
million and 32.4 million tons*. Although the aggregdte
production of ceresle does not show a variation of the
same rapge it remains true that the year-to-year flue-
_ tuatious in the production of ~rops 1v India introduce 'a
great deal of instability into the “ood situation. h

- 12. The outbreak of war and the cousequent dis-
location of the means of rransport'no' dount intensified
tc some extent this is.herenc weakness of the f 6 economy,
hut judged by apy nuatritional standards the prevailing
conditions even in- times of peace bave always been
bordering on famine. It wae estimated by Sir John
Megaw in 1933 that only 39 per cent of the people of
British India were adequately nourished while 41 per cent
inme ju the nategory of ‘poorly nourished’ and 20 per
cont in that of ‘ very badly mnourished’. There iz no
' beliave that the position since then has
The facy is that the production .{f food

' aco with the  increase in population.
'l';‘?i :I:r(i, f’n EEE,E, ger head olofhe population has declined
feomm 0.90 uvres i1k 1911 to 0.72 acres in ':194IT ap_d thera
.haB not been any ge_-.nm-nl_ inereare in the wicld ver

lore.

regson to
improved.

13. In view of the deficiency it agricultural

" o to the requirements of & growing popu-
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“policy, the following increases of production on the
"basis of the requirements of & balenced diet— Cercals
10%, Pulses 20%, Fats and Oils 2509%,, Fruits 50%,
Vegetables 100%, Milk 300%, Fish and Eggs 300%, Oil-
cakes and other concentrates 4009, 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 living, there
will be increased demand for all types of goods and
gervices and the production of raw materials must
expand to meet the requirements of domestic industry
and essential exports. If the requirements of oils and
fats are to be met at the minimum level of 1.5 oz. per
head per day, the production of ocilseeds would have to
be expanded by about 8 million tons. The normal preduc-
tion of cotton would need an increase of 3 million bales,
if each person is to "have a minimum of 30 yards of
cloth as recommended by the National Planning Com-
mittee. The targets of production must ellow
for an increase in exports so asto assist the maintenance
of & net balance of trade and to facilitate the import,
on an increasing scale, of capital goods for industrial
dévelopment. Even if itis decided to curtail the export
of raw materisls and, instead, process them before export,
their production will still have to be expanded so
ag 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, itis common ground that a

large expansion is called for in the production of all
types of agricultural produce. '

14. Agricultural experts are agreed that the present

. development of India’s agricultural resources is far below
its full potentialities. Taking the normal period 1938-37
to 1938-39*, out of the total area (by professional survey)
of 661 million acres, the net area sown amounted only
to 281 miilion .acres, and the cultivable waste other than
fallow accounted for no less than 112 million acres. It
i true that much of the land classified as culturable
waste is known to be too poor to be wctually brought
under tillage, but even so, appreciable extension in
cultivatioh is possible with the adoption of measures
such as irrigation, drainage, land reclamation, soil
conservation, erosion control, anti-malarial measures,
etc. Apart from the scope for more extensive cultivation,

*Vide Agrioultural Statistics of India,
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the potentialities of increased yield from existing cultiva-
tion are considerable. The average 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 239%, of the total area sown
and the rest depends upon the vagaries of the monsoon.
The only mapure custommarily 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% 1 of the total area cultivated. Besides
the immensge scope for development by the utilisation. of
improved seed, manures and water, considerable im-
provement will result from improved cultural practices,
protection of crops from pests and diseases, and a wide
variety of other measures. The potential increase in
wealth that may be expected from an efficient syatem
of agriculture has been picturesquely described by
Mr. MacDougall in his Note to the Central Banking
Enquiry Committee in the following terms : “ If the
output per acre in terms of wheat were raised to that of
France, the wealth of the country would be raised by
£669,000,000 & year. If the output were in terms of
English production it would be raised by £1,000,000,000.
In terms of Danish wheat production, the increased
wealth to India would be £1,500,000,000,”

15, Theimportance of undertaking large-scals mes.-
surcs for the improvement of agrioulture is being realised
of late and most of the ‘Plans’ before_ the Publxc provide
for considerable capital investment in agriculture. The
Bombay Plan and the L C. A. R. Plan, both of which
cover a period of 15 years, cOlltemplat,e an investment
of Re. 846 crores and Rs. 871 crores, respectively, The
Gandhian Plan aims af an mve,stment of 1_%5. 1,175
crores over 10 years and the People’s Plan, whm_h is the
most ambitious, provides for & capitel expenditure of
Rs; 2,795 crores in 10 years. The plans include in their
comp;a-ss, a wide variety of projects such as those of irri-
ation, lond reclamation, anti-erosion, dra:ma,gta, fi‘:rt;liser
xgna.nuf;mture, cold storage end land nationalisation,

16, In spite of the large potentialitios in increased
crop production, even the ba.r'e requlrer{ler}ts of" the popula-
tion have unfortunately remained unsatisfied hitherto. The
targets of production calculated on the basis of standards

{ Worked cut from the tabls given in Famine Enquiry Com mission
Repart, F. 182
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of living only indicate consumption requirements in fni
absolute sense. They can be reached in actual practice
only if.the levels of income and employment are Ligh
enough- to absorb the supplies offered at e price which
leaves a profit to the producer.- '

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

18. The low level of incomes prevents the large
potential demand in India from being actually effective
in money terme and the prices of goods have to fall to a
relatively low. level before the produce can be taken off
the market. When the prices are low tho cultivator
bhas no-inducement to undertanke agricultural improve-
ments, and he aima at keeping hir costx ag low as
poesible 8o as to be able to cke out an oxistence cven at
the prevailing level of prices. In actual fact, as war
revealed by the enquiry into. the costs of production of
crops conducted by the Imperial Council of Agricultural
Research, the margin of profit ealeulated on an account-
ing basis is often negative and the producer continues
in business only because his total income, in the form of
wages for his labour, rent for his land and interest on his
capital, enablee him to cke out a meagre existence.
Agriculture perhaps is the only businers in which the-
producer continues to produce irrespective of profit,

because to him, it is mnot the pursuit of an ocoupation
but a way of living.

19, This chronic tendency towards a deficit oco-
nomy produces its own spiral of consequences which is
ofa self—perpetu.a,ting character. The fact that agriculiure
does- not pay discourages investment and prevents the
adoption of new techniquoes which, de‘spite extra labour



and  expense will lead to a reducti in co:
continuance of production on traditilgga.l li}nz(s)s;:;d;r 1;3
the mounting up of indebiedness, which further deamps
tlle incentive to fresh investment and also raises the coIs)t
«of finance. The volume of agricultural indebtedness
which was estimaied et Re. 300 crores by Sir Edward
 Maclagan in 1911 has been steadily growing in size and
wag estimated by the Agricultural Credit Department
of the Reservo’ Bark of India in 1937 to llo)e in the
neighbourhocd of Rs. 1,800 crores. Withregard #o th
volume of indebtednessin recent years, the :ioricu]tura,el
Finance Sub-Committes of the Policy Cogrlxt;Jittea o
Agriculture, Forestry and Tisheries observe as follows :—
~«Tt might be possible to hazerd the opinien that th
total indobtedness in terms of money stood in 1944 at :
leve] lower then that in 1639 but that, at the latter date
forces were already in operation leading to an increase
in the amount of this total indebtedness. The upward
trend of the prices of agricultural produce appeared to be
held in check. The rise in the level of agricultural costs
had mostly ceught up with the increase in the prices of
produce and had in some instances even
Thus while finance, was now required for
opérations on & much larger scale the
ofitgvhich had during the period of 1941-44
ation of old debts had distinctly shrunk,”

ngricultuml
assed it.
agricultuml
margin of pr
led to liguid

20. Tho position which emerges from the above
i an insufficient overall supply, subject to
from yeer-to-year, 0011_11]5.6 with lnck of
adequate purchasing POWET, has resulted in a chronic
state of under-consumption and a low stendard of living®
. for the bulk of the population. This highly unsatis-
factory state of affeirs cannot be remecdied without
active and large-scale assistance by the State. While
the potential resources of the eountry are sufficiently
laige to permit {he nccesgary expansion in production,

ecventuate if adequate measures of

it can only
agricultural improvement ave undertaken. Agriculture,
however, involves & high degree of risk, on account

of climatic end biological factors, and it is carried
on by a large number -of unorganised producers,
Measures of improvement will therefore not be under-
taken in practice unless a certain degree of stability
and & reasonable level of income are assured to the pros
dueer through a programme of State -assistance. Mea-
gures of general economic development, such as -the
organisation of largc—scale and small-scale industries,
and the construction of public works will assist

gurvey is tha
wide voriations
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by creating fresh avenues of employment for the popula-
tion now surplus on land, and increasing the demand
for agricultura} products through & 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 agriculfural invest-
ment and development, directed towards improving
efficiency, increasing production and raising" the stan-

dard of living of the sgriculturist and the agricultural
labourer,
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CHAPTER 11,

Survey of State Aid to Agriculiure

. 21, It is manifestthat agri
a .
{:Shiiiﬂsn a remunerative basis E;iz‘}ileture cannot be estab-
'cig;le of li;it-e:llr?sqlf. Until rece‘n1;15:ml?cl)(:c\:51 offorts of the
aire i : ve! i
eGE:)vernments did n?c;t ﬁ)%llglﬁzidfgt“e policyr'm:g? g‘:sl;
nomic in i ; vour u '
T P20 oy of
and demand which reflected t e market forces of >
and the. consumption 10 the capacity for ProdBuPPIY
giving 11 scove to th Qulre.ments. It was uction-
that the maxinla)um int:r:;:o?;?l inter-action of the::I i{) A
be be{st gafeguarded. The aut Boc‘%ety were believedrc::
mestic prices by the forees of Boma.;;lc adjustment of do- -
automatio adjustment of internuaﬂp y and demand and tl? )
pationel gold standard constit 1:: uel prices by the inttare
the economic system. It we uted the sheet-anchor oi-'
cultural prices were loft to be agnomd_ that while agri
matic working of market for:e etermined by the ‘a.ugtrc:-
already being determined b a agricultural costs wer ,
the extent that they includgda’ ministrative measures 1:9
!a.nd revenue and irrigation ra::: B !ti[‘x]f d charges as reﬁt:
items, onceé fixed, remained relativel o fact that these
erl ods of time, imperted an elemeh{ uip changed for long
while the prices remained free to fluc?15 Tigidity to costs
to slight changes in supply and demm,m:l1 ate in response
92, The world depressi .y

a change in outlook. *The onazi;el;; thirties impelled
countries and all occupations, resulting i affected all
unemployment and distress. “ Serious fhm widespread
material privetion and want that unenf Ugh was tho
quently entailed—the undernourishm ployment; fre-
putrition, the gacrifice of small eomforznt and  mal-
homes representing the accumulated saviz’ the loss of:
this was perhaps pnot so important as t}gls of years—,
psychologica.l ‘cost—the belpless feeling o? moral and
The anxiety Tegarding the future of depend Insecurity,
tration of idleness, the senge of counting f ants, the frus.
the oqmmum'ty"' »  While the depret;gsioor nothing in
countries, its impact was partioularly éen affected el
dominantly agricultural countries, where bvere on . pre-
relative sc.arcity of capital and land, a eoause of the
producers live at or ?ear subsistance lovel evergai]];, T(J)Y 0{
all in the pri ' TIns.

prices of agricultural goods,

times. Thb steeper
relatively t0 those of industrial goods, upset the bal
ance

~The Traaition frem War to Pessa"—Losgus of Nations,
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of payments of agricultural countiies, and t‘hc_resg]tmg
decline in their purchasing power had its lqe\*lt-xh}Jlf?
repercussions on the export ‘trade of manuiacturing
countries. The gocial consequences of mars unempioyv-
ment and mass poveity were so grave and [raught with,
such denger, that ii was impossiblo for the Governments
of the wotld to stand idly by and wait for ‘natursl
economic forces’ to save the situation. In the ahscnce
of effective - international collaboration. cach couniry
took unilateral action in its efforts to alieviaic distrers
and revive agriculture and indusiry within its own fron-
tiers.. The international gold standard was abandoned,
and stability of the domestic price level became the cardi-
nal object of the economie policy of most nations.

~ 23, Once the domestic price level hecame the
folerum of national policy, the question of .agricultural
prices attnined special importance. This was so not
- only in the agricultural countries whose economy depen-
ded mainly on agriealtural produetion, but eveu in the
predominantly industrial countries, partly becausc- of the
' vitel role that agricultural prices play in the cost of
living and partly because of the importancc of a con-
tented peasantry to the peace and stability of society.
.Though a few departures from the principle of latssez
Jaire had occurred in certain countries even before the
* depression, such as the enactment of the Capper-Volstead -
Act and the Federal Intermediste Credits Act in the
U.8.A., the formation of the wheat pools in Canade,and
the administration of the Coffce Valorization schemes in’

Brazil, it was the depression which first insugurated
Zlétlatem of active state intervention in the field of agri-
ure, : R

_24; The question of the level at which agricultur&l
Prices Bh.ould, be stabilised naturally brought to the fore
the rt?latlonship of prices to costs. Without an adcqua'te-‘l
margin of profit, production could not be meintained snd

&dlfgfzrgin of profit could be ensured only by either o re-
s prices, The measures

; on of costs or an increage of

:,i nt:.:glsi?nca adopted ‘by the different countries therefore
mea,su:é O(Iile or the other or both of these objects. 'I“he
meas twi esigned to reduce the costy of production
e o tzl?el:l 1forni]"s. There were firstly, me%‘;.res‘
domn ce fixed overhead charges by scaling

o of debt : na
and revising the t::r n:é regulating the repayment of 10818,

of tenure, Secondly, there Wwere
ﬁleasurq calm_ﬂated to restrict the rige in.:’r the costs ©
o agriculturist by granting subsidieg of various sorts.
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The measures designed to raise pri¢es have also been of-
two types, some acting directly on the pricr~ them-
selves and others acting primarily on the condifions of
supply and demand and indirectly influencing prices.
The fixation of prices was under the sole conirol of the
State in certain countries while in others, the - producers
had a share in influencing the decisions of the State.-
In certein ceses, as in the marketing schemes in. the
United Kingdom, the State simply authorised the pro-
ducers to form groups and imposed the decision of the
groups on the community. The fixing of prices could not,
however, continue to be effective for long unless the
prices fixed reflected the actual conditionsin the market,
and measures had therefore to be taken to influence the
conditions of supply and demand in such & 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
a8 to meintain & 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, & policy of active State intervention in .agri-
culture has been common toall. Inthe United States of
America, tho Agricultural Adjustment Acts of 1933 and
1938, and the Soil Conservation and Domestic Allotment
Act of 1836 inaugurated an era of conscious adjastment
of agricultural production to demand. In Canada, the
Dominion Government initiated a market stabilisation
programme through & central selling agency in 1029 when
the Provincial Wheat Pools’. found thomselves in diffi-
culties and these mcasures, though avowedly of a tem-
porary character, continued till 1935 when the Cangdinn
Whesat Board was sct up. In Augtmlm, the Federal Wheat-

owers Relief Act wes possed in 1933 sefting aside a
apecial fund for granting assistance to wheat-growers,
g0 as to maintain a guaranteed price of 8sh. 6d. per
bushel of wheat at geaboard. -In New Zealanq, in 1936, a
minimum price for butter-fat manufacture_d. mtq butter
and cheese was ' guaranteed. In countries which were .'
normally deficit in ptoduction, the measures adopted were
designed to restrict imports and_encourage domestic
produetion, France, Germany and Italy, increased their
tarrifs, tightened up their quOLt_& and excha,nge‘ restric-
i and subsidised domesbic products. Switzerland
41008, price guarantees and milling premisa

iged & system of .
'iﬁﬁfdenabf;d ber to raise 309, of her wheat require-

ments from within the country end to maintain the -
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domestic price of wheat af a level three to four times

the world price. Even in the U.K., the traditional
home of free trade, marketing boards of producers were
set up for different commodities, with power to function
as & monopoly for purposes of purchase and sale. The
Wheat Act was also passed in 1932, fixing a standard price
for home-grown wheat end 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. Lemartine Yatesin bis 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
-8 highly remunerative price. Nevertheless, in
doing all this they incurred the suspicion of
having indulged in monopoly practices, of
-having devised resfriction with the object of
pegging prices at & high level and of baving
allocated quotes so as to give high coet pro-
- ducers a ‘fair’ share of the market. The truth
is thay the schemes were endowed with far .
less’ power than they needed, if they were to
operate successfully and yet with far more
Power then could safely be entrusted to & 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 Affair

> 8, the
particular recovery which did take place in the USA.
18 attributed directly to the expansionist measures of
the New Deal, -

“.l For it was the Govern

ments’ net contributi
to consumerg’ butions

) purchasing power, whi
directly responsible for thep rise ‘in 0011(;]:.11'::;'1':'
demeand.. They also prove beyond any doubt
that g policy of Government deficit expendi-
ture, even _1f that expenditure takes the form
of distribution of money directly to consumers,
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rather than of public investment expendifure,
can lift an economy out of a depression.”

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

8aysi—

“ 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-
pational system for the gcoordination of national-
policiea to take the place of the old Gold Stan-
dard mechanism, -any alternative policies
would have achieved better resulis. **

That measures improvised during & 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
getting it on the road to recovery.

97. The essence of the policy, however, whether it
expressed itself through one type of measures or other
s that the State took upon 1tse.]f the responsibility for
w plishing prices at & level, which would be remunera-
esta the producer and be within the means of the
tive to %xperience had showed that isolated action
.consum‘?;-r ket proved ineffective and led either to an
in the I.;lmen't which proved to be short-lived or to
improv disaster. There was & growing appreciation that
;astmg ot sufficient merely to influencé supply and
it was ;bu't that the available supply ncedg»d' to be cana-
i:l.en:im}lj active intervention into appropriate channels
1;(;1 a),rnd The State thercfore had to step in, as the
0 ’ems agency, to control the purchases and sales in the
obviou arket on’the one hand, and to regulate international
home lill_ce on the other. The diversion of production
cowmefor compensation to the producers and the holding

'-ﬁ,?‘ufi;duffer" stocks called for capital investment. The
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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 sutonomous organisations so that
effective supervision could be mainiained over the utili-

sation of grants and the financial burden of the policy"
could be clearly assessed.

28. In this context, if we lecok to what happened
in-India during the depression, we see "2 dismal picture.
The steep fall in agricultural pricesin India as & conse-

quence of the depression is clearly scen from the following
-table :— o

' INDEX Npmnnns OF WHOLESALE PrICES IN CALCUTTA.
(1920—100)

Year. Cereals. Oilseeds. Jute Raw. Cotton Raw,

1829 100 1000 . 100 100
1930 80.0 - 81.3 = 60.3 82.3
1821 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 0.0 69.0 52.6 63.4
1938 63.2 65.2 52.6 61.0
1037 61.8 74.2 59.0 61.0
1038 57.8 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 1929 level ; and though they recovered
thereafter toa certain extent, the recovery was uneven and |
unstable with the resultthat cven in 1939, prices were consi«
derehiybelow theirpre-depression level. The fallin the pri-
-cesof wheat and rice was particularly disastrous as these
prices influence the prices of other foodgrains and the
total acreage under foodgrains amounts to about 80 per
cent'of the total area under cultivation. In the case of
cominercial crops, the fluctuations in prices wore even
grea.ter jbe’causc these crops were subject to changes‘in
international demand, According to an estimate made
in tl}e Review of the Trade of India, the value of
principal crops in British India declined from Rg. 1,021
crores in 1928-29 to Rs. 474 crores in 1933-34. Thus
betv.:ccn 1928-20 and 1933-34, the value of these crops
declined by 53.6%, which may be taken asa rough

measure of the fall in the “purchasin er of the
. 'a,griculturist dunng this Period,P g pow
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29. The fall in priced of primary goods was larger-
than that of manufactured goods. This disturbed the
price structure and the economy of predominantly agri-
cultural countries like India. Thé terms of trade were-
altered to the disavantage of India, as can be seen from
the relative trends of the prices of imported goods which
are mainly manufactured and the prices 'of exported
goods which are mainly agricultural,

INDEX NUMBER OF IMPORT AND EXPORT PEIONA

Year. Ezxports. Imporis.
1929 100 100
1930 819 02-3
1931 579 788
1932 . bbb 819
1933 546 758
1934 B54°1 718
1936 690 718
1938 . 589 718
1837 615" 84-9
1938 599 838
1989 615 _ 80-6

. i 008 45 was of the order of
While the fall in prices of expor !
. { 1620 and 1934, the fall in the
469 per cemt bormee 282 per cent over that period.

: i ts was only
prices of impor jccs of exports was slso much

ecovery in the pri ) L
(l)l:}etr and 1{1 1939, while the prices of imports were 195
per cent below the pre-depression level, those of exports

.1 345 por cenb lower. This disparity in the fall

:Jvi? ];r?:égl t?urthgr reduced the purclpsing capacity <_>f .the
sonle and adversely affected their standard of living.

. I:; 8ir George Schuster, the then Fma_nce Member of t‘he
pl ment of India, remarked “India felt the severity
Gov;rl}a lin the case of what ahe had to sell, but d%d
of & ebt :n a corresponding advantage of the fall in ~
ATRp hat she had to buy”’. From 1830 onwards the
s maintained by exports of gold on a
thus componsating for the heavy
f trade in merohandise by the

prices of W
economy wa
considerable scale,
deoline in the balance ©
export of treasure.

urist was partieularly hit because
es cut into his veceipts, the
gin the shape of land revenuy,

ent, interest charges etc. remained normally unaltered
rent,

s f taxafion as were granted
: ueh remisgions O N = '
except for 8 ,

-

3¢, The agricnlt

hile the collapse o.f pric
iv:;c;dence of his obligation
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He had to sell. o’ larger proportion of his produce by
cutting his dwn consumption and _exp‘a.nd ?ro.ductlon
wherever possible so as to maintain hl'B inoome.
Unemployment and poverty amongst the villages was
beyond description. The peasentry had to sell such
capitsl as they possessed in the form of land and orna-
ments and contracted fresh debts as long as lenders were
willing to lend. With falling prices, the value of land

which was the only security they could offer also
declined and oredit dried up.

31. The effects of the depression were more severe in

" India than i other countries, both in the depth of the fall

- Year.  Calcutta, of Trade. -

in prices as well as the period over which it lasted®.

" InpEx NumBEe 0F WHOLESALE PRICES.

India. © U.K. Board
U.8.A. Japan.

1929 100 100 100 100
1930 82 88 91 82
1931 68 78 71 70
1932 65 78 68 i
1033 82 76 69 o1
1934 63 78 79 92
1936 85 79 84 94
1036 65 83 86 . 97
1937 73 06 90 118
- 1938 68 91 82 131
1939 i 91 81 140

-

The Indian Price level fell by 38 points in the worst
year of the depression while the prices in U.K. {ell by
24 points, in the U.8.A. by 32 points and in Japan by
30 émints. While the worst was over in the U.K., U.8.A.
an ‘

3 Japan by 1934, Indian prices continued to remain
- depr

cssed practically till the outbreak of the war. In a
sense, conditions in India’ never tecovered from the
depression as such, and but for the superimposition of

the ecffects of war-time expansion of currenoy it is
doubtful if they would have »oeer ok

uld have recovered at all. Even after
the outbreak of the

. war, it took three years before Indian
. prices rose to the p

re-depression level,

32, Oue of the main reagons for the protracted cha-

racter of the depression in TIndia ia 10 be found in the

*Report on Curreney am! Finance, 1087.88, B
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negative character of State policy. While other Govern-
ments were taking active measures for raisingprices and
maintaining ' purchasing power, State policy in India
concentrated on remission of taxation and retrenchment
of public expenditure. The total Provincial expenditure -
on public works declined from Rs. 872 lakhs in 1929-30.
to Rs. 878 lakhs in 1932-33., Until 1937, when popular
ministries took over control in the Provinces;, few
attempts were made even to reduce the fixed charges of
the farmer by scaling down debts or lowering rates of
interest or by declaring a moratorium. The Government
of India imposed prgte};:tivg duties on wheat 'and - wheat
flour and ‘negotiated the Ottawa Pact, embodying the
principle of Imperial preference, but little was Sél:nge by
way of monetary policy to lift the economy out of the
depression, There was some slight relief when the U.K,
went off the Gold Standard and the rupee, linked to ster-
ling, sutomatically depreciated in terms of gold,” but the
gterling link prevented _t.he rupee depreciating to a level -
whers it would have significantly influenced the price
level, India perticipated in the international restriction
schemes for t?lal't'ang rul;ber, :,ndtat'iltemgited to parafuade
estio cultivatora to restrict the cultivation of jute
iff: ‘,’ofgfﬁ to support the prices of these commodi%ies.
The only ingtance of.dn'ect action calculated to maintain
the incomes of agricultural producers however was the
enforoement of minimum prices for sugarcane. In 1934, the
Qugsroane Act ‘was passed which empowered local
g ments to declare 81y B&rea & controlled ares.
Governny he minimum price of sugarcane within that
gnd to fix the Ir'} and Bihar Governments thereupon
_ares, The U.P. rices for sugarcene based- on a sliding
N fiX?d ?:.n%:]guﬁii?h the price - of suger realised by the
seale v yla,c!'i fortnight of the working season. Even -
- mille in © Jar ministries were formed in the Provin-
_after the popwe measures for maintaining purchasing
" ges, OD POva;opte d during their brief tenure of office,
power were 2 trated on & Programiue of legislative
. and - they concen debt, regulation of money-

iliation of
measures for concilia d reform of tenancy and land

. interest rates, 81t . p
Jending and 10 iod of the depression which marked
- Thus the per
revenue.

; s of state responsibility and

the beginning of & ?1? Wo:}fer countries ig ‘chara.ciiriaed

planned &Bsmtﬁncg continuance of the old-time policy of

in Il:ldi!"_only y 4 for 8 few feeble atiempts at control.

laisses farre, f?xce]i one of the few countries in theé -world

. Indis nghﬁéﬁew;oéiﬁve action was taken by the State
Wb et the depression
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33. Even in countries . .where measures of. St&ti
intrevention in agriculture were adopted, t?u y were n_(t) -
the result of any deliberate policy based on dc.—f;r_lfel
objectives but were temporary ecxpedients 1mpr0flf~§(
piece-meal to deal with sudden emergencies under” the
stress of popular pressure. The poverty an.q une-mi
ployment generated by the depression werc so wmaspt'vs-alri
end persistent that no responsible Government coux
fail to take remedial action except at its own peril.
As the depression spread from one sector: of the
national economy to another, efforts_s ha.fl to be made to
_patch up the situation and localise its effects. Aq £
result, each country in due cowrse had under operation
& whole facade of controls which were forced upon the
State by the sheer pressure of circumstances. They were
brought on by the emergency; and it was fondly hoped
that they would soon . disappear with the emergency.
They were essentially temporary measures of relief and

salvage, designed to be, withdrawn when conditions
returned to hiormal.

- 34, In actual faot, conditions never returned to
‘normel. Though the depression in many countries
reached its bottom in 1934 tho recovery was fo slow and
protracted that any abandonment of Stato assistonce
would have reversed the tendency of recovery itself.
' The -emergency wmeasures therefore - continued in
operation, even after economic conditions had turned
-the corner, with the object of accelerating the pace
" of recovery, Besides, the withdrawal of State control

was not a practical proposition in the absence of an
international understanding which would promote
orderly world ecoriomic development. The atmosphere
was already clouded by +the growing political tonsion
which was

pointing unmistekingly towards an early
flare-up,

35, After the outbreak of the war, various measures
of State intervention already in existenco had to be
welded into an efficient instrument for the prosecution
of the war. The regulation of fgricultural prices became
one aspect of the general regulation of economic life,

bud aimed at securing the fullest wutilisation of tha
productive resources in the war

Broduetive effort. Apart from the
_ Or raw materials esgential for the oy -
tion of manufactnre s ohoduc

_ d goods, the increased produoction of
food and its equitable distribubion became matters
of fundamental importance,

feeding ¢h Besides the problems of

e armed forcea, an adequate supply of food
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to the civilian population was an essential condition in
~ the: maintenance of general morale. | With growing
public expenditure and expansion of currency, the major
. problem in the sphere ' of prices was to maintain
prices which will be high -enough to evoke the desired
quantity of production and yet-low enough to place the
essential foodstuffs within the reach of the ordinary
consumer. The situation had to be tackled by a variety
of measures including: the fixation of minimum and
maximum ~prices, the subsidisation of the cost of living
and the rationed distribution of food.

88. In'the U.8.A., the price policy was executed by
- the Office of Price Administration, the office of War
Food Administration, the Commeodity Credit Corpora-
tion and other agencies of the State, In Canada, the
goope of the activities: 6f the Canadian Wheat Board
. was extended to include other commodities, special
product boards were set up to handle partioular coms
modities, and a number of procurement ‘bodies were
created to - effect purchases on behalf of the different
ministries in the UK. In the UK., the - Ministry
of - Food acquired s monopoly over practically all
imported and home produced foodstuffs and while pro-
ducers’ prices wore maintained high enough to stimulate

roduction, the cost of living was held &t & ressonable

level by & policy of subsidies.

reak of the war Involved India in
Tirstly, the loss of export markets
d s serious situation for Indian staples. The loss

created 8 B th Europe alone amounted to over Rs. 30

~ of trade W1 }/oth of her total . overseas . trade.
orores OT to and cotton were the commodities most
L tr:[‘ﬂg entry of Japan in_ the war further
affected. Joor to aboub Rs. 11 crores worth of xaw
olosed the d ad to be taken to find alternative
ootton. Steps cts or to reduce their produo-

37. The outh
grave difficulties.

: du
markets fO?,thﬁiZSP;%re to be protected from collapse.
" tion, if thel P the difficulties arising out of the
A.Secondly, ¢ food which became particularly acute
shortage . Ontry of Japan in the war and _ﬁhe fall of
after the ©! dly, there were the _problem's arising oub of
Burma. 'fhlio ?osiﬁon that India OCC}lpled' &8 81 iMpoTs
:,hgt s}is;gee% f supplies for ‘the Allied forces.
-1 £
in the war the
. . ntry of Japan 1n :
38. _fft:ironthgee:meygr&ve, and measures had to
food sILUB pot the emergenoy, The growing

po improvised £ 1
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expansion of ourrency was resulting in soaring
prices, and the situation was aggravated by
gpeculation in the stock and co;nmodaty markets,
transport difficulties and hoerding.  Prices were
no longer the outcome of the forces of supply &pd
demand and were powerfully influenced by adminis-
-trative action. The State .was compelled .to
intervene actively in the economy of the country, and &
complicated machinery for regulation of production,
movement, distribution and consumption of different
types of produce gradually came into existence. A
statutory wheat price .was imposed by a notification in
December, 1941, This caused an artificial shortage of
‘wheat and the notification was withdrawn in January,
1043, Atfention was later concentrated on the enforce-
ment of statutory maximum prices which were to be fixed
for each crop seasoh on the basis of a fair return to the
cultivator. As a result of the Kharif Prices Conference
held in January, 1944, maximum prices for jowar and
bajra in the primary wholesale markets of surplus millet-
.producing areas were notified. Soon after, acting on the
recommendations of the Price Adyisory Committee which
wag set up in the Food Department, statutory maximum
prices for wheat, barley and gram were also fixed.
Subsequently, realizipg the importance of assuring & fair
Jminimum to the cultivator, the Government guaranteed
to purchase all wheat of fair average quality offered in
the assembling merkets of the Punjab, U.P. and Sind at
. Re. 7-8-0 per maund. Tn May, 1944, & similar guarantee-
was extended to all jowar and bajra offered in the main
producing areas, at the floor prices of Rs. 5-8-0 and
Rs. 8-0-0 respectively throughout British India, except in
.Bombay where special prices were announced. Since
then, the Government of India have endeavoured to keep
prices within & range fixed by statutory maxima and .
minima,. combined with control of procurement, move-
ment and rationing, ‘In addition to controlling Pprices,
~both the Central and Provincial Governments have
encouraged agricultural production by direct subsidies
for the supply of seeds, manure, irrigation wells, etc., under
the ‘Grow More Food’ Campaign. Among Commercial
crops, prescribed price brackets have been operative in

;BEP%"' of cotton, jute and sugarcane, and Government

ave undertakem to support cotton prices by s buying
Programme when they threatened to fall below the
guaranteed floors.. Thus, during the war, state policy
in India comprised a wide variety of measures in the
._Bphet? of sgriculture, constituting an imﬁortant 'étep-in
~ the direotion of planned sesistance to agrioulbure.
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39. It is in the light of this history of BState
asgistanée ‘that  future policy has to be decided.
A policy of maintaining a stable price level came to be
forced upon the State as a goal of economic policy
only during the world depression when unemployment and
distress reached limits which no Government could
look upon with equanimity. ‘- Before recovery was
complete and the policy could-be reconsidered, the
war intrevened and it had to be orientated to-
" wards the requirements of the prosecution of war.
Now that the war has ended, the policy
has to be refsshioned to meet the changed requirements
of the post-war period. '

40, The immediate problem is one of effecting a
smooth transition of the economic system from & war to -
s peace basis with the least dislocation and with
the withdrawal of all’ unessential controls. The
wer itself hes let: loose forces which make for:
instability in tho post-war world and if unemployment and
depresaion are to be avoided, policies must be devised in
advance. . Apart from the physical devastation suffered
by & number of countries, even the relatively prosperous
areas will find that many industries which have been built
ap owing to the shortages induced by war-time conditions

I)n no longer be maintained. The problem of fitting
o0 o tended to grow more and more-

jes which hav .
ecﬁ’?:unfli%ii?ent into  pattern set by the dynamio
_ zeevelopmen't of world forces i8 bound to. be

A ted. It is likely to be rendered
poimful en fenlt by the problem of re-etiling.
.e{tilll'-_l o8 of ex-soldiers and by the political and social.
millio chat still obtains in large areas of the =world.. The
chaos aking for & depression are already struggling to
. {;;1‘;(;8]: l?ose and will strain the resources of the State to

the fullest if they are to be held in check.

t from the problgm of preventing

. 4L diflzzgti:f m(.luri_ng the transition, the United
serious re committed to the long term objective of
Nations & fall employment and raising the standard of
zavaa‘zntaflli_ll:;%e‘r people. The fifth clause of the Atlantic
IGIE:;%GI? recOéﬂiseB the objeot of “s ecuring for all, impro-
d labour standards, economi® advancement, and social
veé » The. Final Act of the United Nationa

Ee:llllg:gnc'e on Food and Agriculture also recommends

that _ :

' ionatory Governments should affirm the

* the rsi:)%?ple ryof mutual responsibility and co-
oprdiugf,ed action, (a) to promute the full and
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most advantageons employment of their own
and all other people and a general advance in
the standard of living, thereby providing for an
increase in both production and purchasing
power, and (b) to promote the un-interrupted

development and most advantageous wuse of
agriculture and other material resources for
the establishment of an equitable balance bet-

ween agriculture and industry in the interest
of all.”

The implementation of these responsibilities involves
the conscious regulation of economic forces in the same
wey as did the' prosecution of the war.

42, That the different nations are conscious of their
postwar responsibilities and the measures mnecessary for
their fulfilment is clear ftom the announcements of policy
tHat have been already made. The Steagall Amendment
and the Agricultural Adjustment Act of 1938, as amended
in 1942, have already assured the farmer in the U.S.A.
of substantial aid in supporting prices, since the prices
for several commodities are to be supported at not less
than 909, of parity for two years after the cessation of
hostilities. . President Truman in his annual message to
the U.S. Congress, delivered in January,' 1946, has also
declared that the Government must assume ultimate
responsibility for the economic health of the nation
and has enunciated two major objectives of agricultural
policies firstly, to assure the people on the farms a fair’
share of the national income, and secondly, to encourage an
agr;i'cu]tural production pattern that is best fitted to the
~ nation’s needs, The Canadian Government have

passed the Agricultural Prices Support Act in® 1944
under which & Board has been constituted with power to
support the prices of all agricultural produets, 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 stsble returns for agriculture
by p?c_omoting orderly adjustment from war to peace
conditions ”” end “ to secure a fair relationship between
the retu_rna from dgriculture and those from other
occupations ”. Even ju the United Kingdom, where
agriculture may not be relatively as important as it i
in the primary producing countries, the Qovernment
bave declared that they propose tor esteblish a system
of essured markets and guaranteed prices for the
principal egricultural products of the country 88 an



essential and permanent feature of their policy. The
farmers are to be apprized of the minimum prices for
livestocl, milk and eggs three to four years in advance,
and for cereals, potatoes and sugar-bect 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, supervision and,
in the last resort, taking over possession of land.
The Food and Agriculture Organisation and the United
Nations Economie 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 International Trade Organisation contem-
plates the setting up of special commodity commissions.

43, In Indid also, the reports and policy state-
ments issued during war-time, both by official and
non-official bodies, have displayed an increasing
awareness of the mnecessity for adopting similar policies.
The Food-grains Policy Committee, thc Bombay Plan,
the Famine Enquiry Commission, and the Policy Com-
miftee on' Agriculture, Forestry and Fisheries have all
. stressed the necessity of a pblicy of State assistance to
agriculture with a view to safeguarding the position of
the cultivator and ensuring the requisite expansion of
agricultural production. After considering ‘the various
suggestions and recommendations made, the Government’
of India have announced an All-India Policy for Agricul-
ture and Food, stating in detail the objectives aimed at,
the measures contemplated and the respective roles of
-the Central and the Pr‘ovixwia,l Goyernme'nts in their
execution. After outlining the various measures' that
ghould be taken to achieve the objectives, the important
general principle is laid down that proposals will be
judged not merely- on the basis of the direct f}na,]?cm,]
return, but that full account will be taken of the indirect

onomic and.sociel benefits to the country asa whole.
?[?he statement is also noteworthy for its recognition that
one of the cardinal objectives of State policy is “to

o for agricultural produce an assured market at a
e remunecrative to the producer and fair to the
Pnceumer” and for including in the programme of ‘action
con]i ecom;mic measures as may be practicable for *‘the
Bgoula.ticn of prices, so a8 to ensure an adequate return
zo the cultivator and & fair price to the consumer .
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CHAPTESR Tl

Methods of Siate Assistance.

44, In order to achieve the objectivens of expanding
agricultural production and placing adequate pureliasing
power in the hands of the cultivator, it will Le necessary
for' the State to initiate a programme of coordinated
‘development consisting of & number of different measurcs
integrated in & suitable manner. While this much is
common ground, there is difference of opinion as to the
methods which are most appropriate for ensuring
increased production. It is therefore necessary to
examine the different methods of assistance in the
context of the environmental conditiuns so ay to assess

which t_)f them will lead'to the most effective attainment
of the objectives aimed at.

45, The desired expansion of production = ecannot
fully be achieved without measures which will secure
efficient units of production and wide application - of
improved farming technique. Such measures will be
adopted only if it is economically worth while to do so.
The measures of assistance must thercfore cover both the
technical and economic aspects of the problem.

40 The technical problem is fo secure an é;ll—'roqr}d
.drive_for greater efficiency in '.ng‘rlculture with a view
to increase the natural productwngy o_f the land a-nc} the
yield per acre, through the application of the fruits qf
research to the specific problems of Indian agriculture,
Three stages are usually distinguished in this connection,
The first is to extend our scientific and technical
" knowledge through research on subjects having -a
~bearing on agriculture. The second is to test the useful

results of research on a full scale under local farming
-conditions. The third is to secure the adoption of the
.improved techniques on a country-wide scale by the
- oultivator. In other words, scientific -research work,
_agricultural experiments and extension activities should
be fitted into a comprehensive plan of action. Much
- work has been done in India with regard to each of thege
- aspects, Agricultural tesearch in this country roceived
- & fillip in the first few years of this century, when the stpff
of the Agricultural Departments in all the Provineeg w
strengthened and & number of Agricultura) Coll was
and Research Stations including the Central R; eges
Institute at Pusa were. established. 6 noxt im ; iiirc?;
land mark was the establishment in 1929 of the T.0.4 1.
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which was designed to assist and coordinate eagrioultural .
research in India and to act asa clearing house for'
information regarding research on agricultural and
veterinary metters generally. . By 1937, the activities

of the I.C.A.R, had advanced to a stage at which Sir

John- Russell could say that the great need . was for “a

fuller use of existing knowledge rather than the

accumulation of more knowledge”, for” “work on the’
cultivators’ fields rather than in the laboratories.”*

47,- Progress in the other two stages, viz., experi-
mental and extension work hes been much less rapid.
There are & number of experimental stations scattered
over the country, but doubts have been expressed as to.
whether their work hes been fruitful. Sir John Russell
has ‘pointed out that their work was frequently diffused,.
confined too much to the laboratory and the pot-cultura
house, and almost always restricted to the experimental
station. It is also generally recognised that the exten-.
sion of the resuits nchieved on the experimental stations
to the ficlds of the cultivators has rarely proceeded with
sufficient speed.  But there is no doubt that an appreci=
able amount of work has been done on the purely technical
problems of Indian agriculture, and thaot further pro-.
greses in this regard depends on a wide extension of the
norma] activities of the Central and Provincial Depart-
ments of Agriculture. The ways in which this can’ be
done have been indicated in & number of recent reports,
particularly in - the 1.C.AIR. 'Me_memndum on the
Levelopment of Agriculturc and Animel Husbandry in
India end the roport of the Famine Inquiry Commission.
While we do not- feel called upon to make detailed
recommendations on this subject, we draw attention to
this aspect of the problem because the desired expansion
in production cannot be expected to materialise without
the wideapread adoption of improved farming technique.

48. As we have pointed out enrlier, technical im-
srovements must be economically feasible, before they
can be expected to be adoPteq by 'the? villager. The
cultivator will be induced to invest his fundsin these
jmprovements only if the resulting lnerease in output
will moré than compensate him for bis edditional outisy.

40. A reduction in the costs can however be brought
nhout by & variety of methods. The requirements  of
the cultivator such as secd, manure, implements, ete,
can be provided at & price below cost, the difference being

—-—-—_.-_._-—-—-—-'—_7 .
#5 reporb on the work of the 1.C.A.B—Bir John Russsll.
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borne by the State as a - subsidy to agricultural
development., A reduction may be effected in
rént, irrigation charges, land rcvenue, etc, by deliberate
State action, With & given price for the final produet,
these reductions in cost will improve the not income of

the farmer, encourage saving and lead to greater
efficiency of produection.

50, The method of reducing the cultivator’s costs of
production by granting subsidies has been tried in various
ports 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.
The subsidized distribution of improved sceds has been one
of the important measures adopted under the present ‘Grow
More Food’ cempaign, which also includis subsidized sale
of oilcakes, fertilizers, compost, hone produets, etec. to the
oultivators, There is no doubt that by the provision of
different facilities like seed, manure and water at a price
below cost end by directly underteking operations for
bunding, erosion control, ete., the State can influence in

'8 positive manner the direction of development. A
system of differential subsidies - can secure the
diversification of erops and promote greater stability in
the economy. A subsidy may also be granted for carry-
ing out particuler improvements, or for conforming to a
pattern of production set by the Stete. Such subsidies
have been extensively used abroad, the most outstanding
being the acreage payments made to farmers in the UK.,
during the, war for bringing gragsland under the
plough, and the rewards paid to U.S, farmers by the
Agricultural Adjustment Administration for following the
prescribed soil conservation practices. In India also, the
method has been utilised to some extent during tho war
by way of acreage subsidios to the customary growers of

sho‘rt-stg.ple cotton who diverted their land to the
‘production of food crops.

& ';511. The methodf. of subsidies has the advantoge
tirstly that the cost is definitely knewn in ndvance and
m facgl detormines the size of the subsicies granted, and .
:?2!}: ¥, that the assistance granted is definitely related
subaide' manner in which it is wutilised. A system of
i 168 18 of particular importance in &« country like

.A.%f:f]iz’ tﬁ;—";;:tﬁhe cultivator needs direction snd guidance
onte The-fods he sh_.ould adopt in cffecting improve-

5 liz.d . ull benefits of gubsidies will however. be
reanized only if they reach the actual tiller fur specifie
purposes. Thig will require a large and com licated
edministrative machinery for adjusting the a.n?ount of



benefit to the needs of each cultivator, checking state-
ments and arranging for payments. Even in its initial
stages, the Agricultural Adjustment Administration in
the U.8.A. employed noless than seven thousand officials
at headquarters alone merely for scrutinising ¢laims and
issuing cheques. This illustrates the difficultiés of using
the method of subsidies on an extensive scale.

- 82, The other method of reducing the costs to the
cultivator has also been used widely in India. Remissions
of land revenué in times of failure of crops have been a
normal feeture of the revenue system and concessions
regarding water-rates have been widely granted during
the ‘Grow More Food’ campaign. In Sind, a sliding
scalo system of land revenue assessment is in force.
The scope for such adjustments is bowever limited, since
certain items of costs arc already clastic to some extent.
Insome parts of the countrf, rents are paid in kind, and
to that extent price-changes de not affect their incidence
on the cvultivator. We do nct wish to minimise the
importance of such adjustments of costs as a method of
protecting the cultivator, but we feel that they can only
have o palliative effect. In the nature of the case, down-
ward adjustments in thcse_giemands can qnly be f:a.rried
out post facto, a8 falling prices are not easily predictable.
The administrative machinery has proved itself none too
prompt in granting Terissions of lanc'! revenuo, and
continuous adjustment of rents to changing prices may
act as & deterrent to investment In land and lead to an

increase in litigation.

om the specific methods of reducing
turo discuseed above, there are certain

i easures which bave widespread inci-
general ?&0&21;1;?0:2 have & bearing on the poeition of the
dence l? rist as well. The improvement of marketing and
agricu tubh‘shment of regulated markets will _enabl? the’
the es :' to obtain & larger share of the fprice paid by
cultxva; qormer The regulation of money-lending and the
the cql'hlt]ion of credit facilities will encournge works of
organizat vement by making finance available at a low
la.ndhnrpl’o . t:orm of the systems of land tenure will give
cost. The re 4y to the cultivator and the regulation
a feeling of, security The size of holding

of wages to the agricuttural Jabourer.

: X reastly affects output; it is
is another factor which g esent  averago size is tco
rally
gencral

i . tho DT . . .

h(31111(3;&;(11l t%ﬁ‘ctreasc ig the sizc of holdings will

gmall and the : . These measures are
lead to more ©

Iyction.
no doubt of great importance

53. Apert fr
the costs of agricul

fficient prot to the prosperity of the
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cultivator, and we discuss them in datail in Chapter X of
our report.

54. The prosperity of sgriculture is closely interre-
lated with that of industry and-any mcasures which tend
to keep up & high level of industrial employment end
income will have favourable repercussions on the agri-
cultural economy by relioving pressuro on land and
incrensing the demand for agricultural produce. The
development of largo-scale and small-scale industries must
thereforo go hand in hand with agricultural development.
* A programme of public works, such as roads, railways,
irrigation schemes etc. is also of great importance, a8 1%
acts a3 a pump-priming device and stimuletes private
investment. '

55. Ttis obvious,in the light of what has been said
above, that the prosperity of agriculture depends on the
economic situation as & whole and no measures of assist-
ing. agricalture cen succeed unless they are integrated
into tLe general plan for economic development. From
this point of view, the monetary policy of the eountry
essunics  speciel impertance, The . monetary policy,
through influence ontho rate of public burrowings, interest
rates ond open niarked operatiops in seiurities, yeg ulates
the volume of eurrency and influenccs the general lovel of
prices, . A cheap ‘moncy  policy stimulates measures 'of

- economic development, both public and private, while
a dear, money policy retards them. Even if particular
measures of development may start in spite of unfavour-
able moncilary conditions and perheps provecd up toa
point, they can be ultimately sustained enly if the mono-
‘tary policy is of & complewentary cheiacter. It is neces-
sary thercfore to follow a 1monctary policy which s
calculated to mzintain prices, employment nd incomes
at eatisfactory levels, '

B8, Buf though an appropiizte monelsry policy is an
indispengable instrument for seeuring a geneirel eccnomic,
exparsion; it needs to be reinforced by measures cf & more
' direct cl}amcter.. A monetary policy can only have a
passive influence on the inducement to invest. Actual
mvestment is influenced by factors of a' more indefer-
Isr;fﬁitoirftmi?m-rt&nd the psychological factors are often
thnugh‘rbe 1111(:’0}?tm-cnt does mot  actually result oven
mune,ta.rgf (}:_]nl(: ary conditions may he favovialle. While
acting upc}; ‘t'é imu.ﬂt continue'to‘ be the instrument for
U A neomes of all classes of ‘pecple, special
rmeaturts aeve 1o Lo frken for acting upon the incomes
of particular classes angd particular gectors of the economy,
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* In the case of agriculture, in particular, a more frontal

- attack is called for, and specific measurcs 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 monctary 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 cconomio -
. 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 has its own merits and demerits, as we
have pointed out, and in a well-organised system of
_asgistance -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 Tole within the
_ limits of a fairly prosperous economy ‘when all that is
needed is a mild regulation and the provision of fresh
incentives in & few well-chosen directions. Where the
problem, as in India today, is ono of salvaging and
. revitalizing an economy which has suffered for generations
. from neglect, nothing less than & 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 the ¢aso of industries. Industries
are also given assistance by the State to effect improve-
ments in technice] metheds designed to reduce the cost per
wnit. In certain circumstances they are also granted relief

. in taxation, and subsidies. Industrial prosperity also is

yr@cogniscd to be dependent on a policy of main-
purchasing power, prices and incomes at a satis-

Tariff protection is equally applicable to

industry, and has been used widely in

.Europe between the wars as a method of assistance. to
agriculturo. The methods so far described, therefore, merely

;provide for oquality of treatment between agriculture and

industry and recognize that the prosperity of agriculture
is no loss important than the prosperity of industry,

generall
taining
factory level.
agriculture - and

59, We are of opinion, however, that in order to pfo-
‘tect the interests of agriculture in an effective manner, it
is necegsary to go further than is necessary in the case.of
manufacturing industries. The. agricultural industry has
o number of peculior 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 docs nob an_d
_cannot fall rapidly in the same- proportion as the fall in
markot prices. Since-the producer depends for his own
employment and his own consumption on land which 16
his only capital, he has t& continue his production under
all circumstances and cannot respond to a fall in prices
by a rapid reduction of supply. On the contrary, since
he depends for the supply of his other requircments on
the income he obtains by the sale of his surplus produce,
areduction in price actually calls forth from him an increas-
ed supply in the market at the cost of his own
consumption, in his effort to ‘maintain his total cash
income. Secondly, nature plays a dominant role in
determining the quantity of agricultural produce. The
agr.lculturist is at the mercy of climatic factors over
which he has no control and a timely vain or an untimely
frost can make all the difference. Thirdly, agriculture
~is & Diological industry and ‘cannot close down.
A manufacturing plant can be shut down and restarted
a year later, but a farmer cannot stop feeding his cattle.
The turnover of capital in agriculture” is extremoly slow,
the results of capital expenditure are apparent only after
a long time and in the meanwhile the capital equipment
has to be kept in use even if the returns do 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
crops or slack demand, the costs are to a large extent
rigid and cannot be adjusted downwards except after
%01,151‘131'&}3_16 resistance and delay. Finally, agriculture
elng carried on by a large number of small producers
 Scattered all over the country, the producers remain
gporg&msed and powerless to deal with unforeseen
isasters. The degree of risk involved in agricultural
Opoupations is so high that it is beyond the capacity of
¢ individual producer to shoulder and it is indeed

fortunate for the community that he undertakes

production at all in the £, . e s
ace of such nd maintains
the supply of esgential e of such isks &

of fnmmiey | ial commodities even in the absence
essential servi incentive, The peasantry carries on the
and is thes Fce of production in good as well as bad times,
i8 the dute Orig entitled to protection from society. If it
order that 13;10 t.he producer to“continue to produce In
itis also ¢y enation may not be starved of its basic needs,
ma-inta.ined? Tight c‘)f' the producer to demand that he bo

o Ilelsa.ntn cgndltmns of at least moderate securiby-

d Y is the backbone of the economic systen

and on § h
0 1t8 surviyal depends the stability of society.
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80, It must therefore be recognised that agricultnre .
is entitled in & sense to preferential treatment in wview
of its greater susceptibility to seasonal and ¢yclical
fluctuations and the weaknessesin its price-structure.
Since on account of its special features, agriculture is at -
times placed in.s position of disadvantage vis-a-vis
industry, it is necessary to provide for mensures which
will restoroe the balence promptly. In certein situations
therefore, it may be necessary to aleer deliberately the rotio
between agrioultural 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 insuoch a wey &s would olose. the gap.

61. An offective increase in agrioultural incomes can
be secured in the long run only by reaising . the physicsl
output per acre in relation to-costs. In order that a drive
for this purpose shouldsecure the full and enthusiastic co-
operation of the producers,-it is essential to provide them
with & sense of security by undertaking measures of price
suppors. In practice, thercfore, & policy of price support
is s preliminary to the maintenance of agricultural
incomes. . . : Do

62, A polisy of price support can be implemented in-
. direotly by stimulating the domand of consumers through
" the grant of consumption aubsidma_. Subsidies for con-
sumption, however, ghare tpe merits and demerita of
gubsidies for production, since they create the usupl
difficulties which are impleit in the =2djustment of the
" magnitude of assistance to tho requirements of the
beneficiary and, in partiouiar, call for a huge machinery
for their distribution., Besides, it haa beon found by
experienco that consumption subsidies are moro effeetive
when given at the stage of the saln of the processed
product rather than at the stage of primary production.
Subsidies are given to processors a-r}d in order that their
benefits may be passed to the primary producers, the
rocessors are required to pay remunerative prices to
the primary producers. In effect, therefore, consump-
tion: subsidies for processed commodities involve direct
price-guarantees to the primary producer.

83. Another mothod of indirectly sceuring to the
farmer tho benefits of stable return for his . produce is
the grant of deficiency peyments, Thesa usuelly toke
the form of payments per unit of produe? sold, so g4to -
meke up for any _ﬁhortfall in market prices. . In reality,
gherefore, deficiency payments aro only subsidies in an-
other form; the difference being that thoy are determined
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not in advance but at the end of the year when the differ-
ence between the market prices and the desired norm can be
calculated. Deficiency payments, therefore, involve not
only & vast administrative machincry for checking the
statements made by producers regarding the acreage sown
by.them and the amount of produce sold, but also the
determination of appropriate levela of prices on the basis of
somo standard formula. The advantage claimed for this
method is that the scale of assistance is corvelated to the
needs of each individual farmer. For instance, to the ext-
ent that an individual farmer is eble 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 end
optimism thet is created by & price-guarantee.

84. Consumption subsidies and deficiency payments
are however only indirect methods of assuring tbe
farmer & remunerative price. Many countries heve
therefore considered that it is far simpler to go to the
root of the matter and give direct price-guarantees
to the farmer. This necessitates that the State should
make arrangements through its authorized agents to
Purchase preduce from apy person who wishes to sell
it at tht_a guarantced "price, so thset if be cannot get

- that price in the market he will get it from the State.
In some cases, the State gives a loan against the produce,
the produce being valued at the price which the State secks

to maintain. If the farmer can got  better price in the
market, ho sells the

. produce and repays the loan, keeping
the differonce. If on the other hend,a better market
gzlcte 18 not obtainable, he turns over the produce to the

B’l‘: and gets the loan canceiled. This variant of the

g:;;gdlxs iéee:&] elét;ensively used in the U.S.A.by the
¥ Credit Cor i :

that the Skate rporation, and it has the advantage

® ¢an postpone taking physical possession of
;{1& 3:;3:’1“ ':;:nd' mey even succeed in avoiding it
hn.g or. the ‘principle however is the seme; it if
that of BESUTING 8 gert ’

ain price to the producer, Y

taking over the produce iteelf if necessary,

68,
tice the '.E;]:Oe;? S;sfumr-me of such a guaranteed price is in prac-
incomes, A 'lfmf;:txve -mBPhOd'O_f maintaining &gri(mlinn:":’v1
readily ut'td(,=.1-s;t,,5,,m;]1::s 'Pl'lce 18 & thing which the a.griculturlst

T8 It has greater significance to him
then eny deficiency payment that he ma,’o;: hop:ig getlater.



The price-gurantee extends an assurance to the producer
that he can always depend upon receiving a price not
below the level guaranteed and gives him a sense of
stability and security which cannot but influence his
decigions 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
asingle factor restrictive of agricultural development, 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, ss Jdistin-

uished 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-
ment is favourable and sll that is necessary is to remedy
a particular situation. When however it is a general
expansion that is aimed at, s gunarantee of minimum
prices is the most effective measure to adopt.

68. Some of us in fact consider that even If all the
other measures of State assistance described by us are
put into eoffect simultaneously, they will not succeed
in sattaining the object in view unless the producer is
also guarénteed & remunerative minimum price for
his produce, This view is based on the experience
that the combined cffect of all the other measures ie
swept away &t one stroke if prices fall below remu.

nerative levels.

g7. Ttistroe thatin theory a fallin prices may be
counter-balanced by reduction in costs, subsidies, ete.,
but in Indian conditions, in view of the rigidity of fixed
itemns of costs such as rent “’Pd land revenue, and the
aplikelihoed of subsidies belng given on an adequato
scale, there is a csse for holding that if prices fall the
effect of such a fall will more than off-set that of il
the other palliatives combined. If this happens,
marginel land will go out of cultivation and production
will fall. Although this tendency cannot go on indefinij.
tely, since the oultivator’s own needs will compel him
to cultivete 8 minimum quantity of land, it is obvionaly -
undesirable to risk a decrease in agricultural production,
It is on these grounds that some of us feel that all other
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measurcs will be in vain unless minimum prices are
guaranteed. While ull of us are not prepared to go to this
length, wo are egreed that minimum prico-guarnntees
constitute the most jmportant single measure of Sinte
assistance to agriculture and their abscnce will militato

‘geriously against the benefits conferred by other
measures, ‘ '

~88. We are reinforced in this view by a considcration
of the speciel needs of Indian cultivators. Agricultere
in this country, even at the best of times, is a gemble cn
" the rains and other climatic factors. In addition, crops
ate subject to pests end diseeses ageinst which ’Ehe
producer can rarely afford to protect hirnself. Produciicn
is therefore subject to wide fluctuations, A relatively
small proportion - of agricultural production enters into
the cash economy and smeller still, in the export trace;
yet, even & small che:ge in the prices of exports 18
sufficient to influence ,the prices in the internel market
snd the purchasing power of the producers concerned.
While & fell in the prices reduces the income of the
agriculturiet, his costs cn accouni of land revenue, reand
end other charges remein fized, end his debt piles up
simultanecusly with an increase in its reel burden.
Moreover, the high proportion of the population on land
makes cur economy pecuiiarly susceptible to changes in
agricultural ‘prices. The agriculturists cannot afford to
teke heavy risks, and they naturally hesifate to adopt
new techniques or to invest in improvements, Or evel
to avail themselves of the - facilitics and services offered
by the State. The incomen of the a,gricult-uris%s mnke
up the bulk of the purchasing power i the country and

wide changes therein produce lilke changes in the fortunes
of domestic industries.

i A large number of producers
slways live on the border Line of subsistence, and there
18 & chronic wel

. ; oot
> ative scercity of land, and capitas.
! nf’mploy_lnfant rarely appears in the form that it presents
in industrial countriog,

e 1.0 for it is slways present in 129
oli-seeson disguised in the form: of superfluous labour 07

farms, which hzg ¢ od
: €8 nowhere elss to go for lack of demand-
The distress an & e

The dis G destitution of a pepulation which, ul
.. Yuta i i i
5% L7e8 0D & subsisience level cen in thege cirousn-
stances be well imagined, '

L
b gi;FeThs 1t}“[:fr:c:.ulh:wa-l precucer in India cen _theref?f"'
- TPy nduced to ecoperate im a drive (Ol
expansion of preduction snd increase in its cfficiency, if he
Laa the feeling of security that his surplue produce will in
eny svent foteh o vrice not lower than a g,:igen minimum
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While we may differ in emphasis, all of us recognire that
the incentive offered by svch a guerantee is direct snd
general in its incidence, is easily understood by the
produeer, and eveles his willing response. We recommend
that such & gnerantee should be ap essentie] part of any
policy of agriculturel development.

70, The effective guarantee of & minimum price will
not only introduce an element of stability in egriculture,
Lut will also premote etubility in other spheres of
econcmie life. As the Famine Inquiry Commission have
said “a fair retvrn tothe cullivator is one of the foun-
dations not only of agricultuial prosperity, but general
prosperity also.” The prices of agricultural produce are
s matter of crucial importance in the economic system -
because of . their influence on the whole preductive
structure, through the costs of raw materials and the
- costs of labour: The prices of rew materisls affect the
prices. of the manufactured products, which have to face
the ccmpetition of synthetic products, and the pricea of
food determine the cost of living which sre the bagis of the
fixation of wages and dearncss allowances.” Since
changes in agricultural prices affect the profitability
of industry and its comipetitive capacity boih at home
arnd abroed, industry should welcome eny sttempt to’
intreduce- comparative stebilicy in agricultrral prices,
Buch stability, even for short periods of time, stabilises
the costs of raw malcerials and the wages paid to labour,
end leads to the stabiiisation of industrial prices
in turn. A% the same time ii serves to stabilise the
purchasing power of the large agricultural population and
thereby provides & steady demand for the industrial
products. In acountry like India where there is & huge
potential market within the country, still la.rgely. untapped,
this consideraticn is of prime importance. Its importance
is already widely appreciated asisclear from the fact that -
the represcniatives of industry are strong supporters of
a policy of stablc agricultural prices. The Box_nbay Plan,
for instance, rokes the following recommendation :—
ons in the prices of sgrioultural
en among the mest - important
factors which have prevented griculturists from meking

0 4o 1o jmprove the yield of the land.

more susiained efforts to JIMPIOY b
To cheek these fluctuaiions in future and - to asfs?lxl‘e
to the cultivator a messure of sewurity in respeot of the..

. : est that, for the principel
priccs of hie crop, we SUEE 13 adoy:t & policy
agricultural crops, tho Gover_nx.nent shop‘ ( adoy; :,c%ou;l A
of fixing fair prices. In fixing 2 fair price,

* Large fluctuati
commodities heve he



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 utilised
to check violent fluctuations. To prevent a depression
in the prices of specific agricultural commeodities -as &
result of foreign imports, the volume of imports should
be regulated by means of tariffs or by fixing quotas.”

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

72, Price-guarantees will maintain the price of land
elso at a steady level and thus increase the value of the
only security which the producer has to offer. This
will effect the lending policies of credit institutions who
will lock 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
lnsurance companies may be expected to cover a part of
it. The development of cooperative marketing will
receive & stiinulus, 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 bqe}n cle?,rly brought out by the Cooperative Planning
Committee in the following paragraph of their report :—

** Private initiative in the economic field is bound to

- be greatly restricted in the present stage of development
pf thip country because of the high degree of rigk that is
involved in al] spheres of activity. While the tooperative
method of organisation is itself & method of reducing the
risk to be shouldered by each, by pooling the responsi-

bﬂities Of a.ll, there is a }- . -
: imit beyond w cooP-
erative organisation ca Y which even a coop

cannot go in reducing the risks and
hazards 0? enterprise. For thig rea,sogn it is essential
that the State should intervene and take the necessary
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teasures to reduce the risks inherent i economic life, to

& 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 amall pro-

- ducers and the wide range of price fluctuations. Moreover,

the fluctuations in agricultural prices, in particular,

unbalance the whole economy of the country since they

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

end on cosis of raw materials. The position of the agri-
culturists is rendered particularly helpless in a period of
slump of agricultural prices. The State must, therefore,

adopt & policy of actively supporting agricultural prices

within a range which is fair both to the producer and the

consumer, if & slump is to be avoided in the next few

years, if stability is to be introduced in the whole eco-

nomio system, if the risks involved in produetion, 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

guccess. It is, therefore, upon a policy of active economis

development by the State that the success of Cooperation

will depend .

73, The replies that we have received from the Provi-
neial and State Governments and important organised
bodies of public opinion to whom we hadcireulated our
ques'tionna.ire, 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, a8 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 Buzplus pr9duca from the
market. The Government of B_lhar, vffhlle agreeing that
i4 is nocessary to assure the agriculturist a return which
is proportionate to the return obtained from other forms
of labour, feel that much could be accomplished by methods
.such as the reform of the systems of tenancy, credit and
"marketing., They, however, recognise that an artificial
depression-may have to be safeguarded against by State
intervention and the maintenance of _buffer stogks. The
Administration of Delhi take the view that fixation of

rices will not be possible in the future unless the existing
I;mergency legislation is ocontinued after the termination
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of the war. Most of the Indian States who have
replied favour & policy of price-fixation and the sawe at-
titude is taken by the Indian Clentral Cotton Committee,
the Indian Central Jute Committee, the Indian Central
Coconut Committee, the Indian Central Sugatcane
Committee and a large number of non-official organisa- |
tions and private individuals.

74, While thus stresging the importance of guaranteed
minimam prices, we wish to empbasize that the bonefits
of such guarantees must be carried down to all classes
participeting in agriculture and steps should be taken to.
protect.in particular the small cultivators and agricultural
labourcts, who are moat vulserable to the kazards of
agriculture and nsed preater protection than the bipger
landlords. .Wae discuss 1his question in greator detail in
s subsequent chepter snd only wish to point out here that
meagures to fix minimum - agriculturel wages and
to protect the tenant agninst undne enhancement of rent

are an important complement toa policy of price-fixation.

76. A policy. of msintaining the incomes of the
agriculturists by guaranteeing prices at & minimum
~ level has to be associated in practice with an undertaking

to provide-supplies to the consumers at reasonable prices,
not oxoceding a specific meximum. Where need be,
the Btate may in addition give special protection to the
vulnersble and poorer classes of consumers through subsi-
dies on consumption. It should thus be.the object --of
Statg policy to hold the market prices within a bracket
fixed by the minimum and maximum prices a3 the two
enveloping limits. As the market pricesshow & tendency
to deviate, the one or the other limit will become active
and should be enforced by appropriate measures.

78. A policy of guaranteed prices is thus not merely
an emergency measure undertaken to ward off an
anticipated depression, but is & normal measure designed
to insure the economic’ system against both -booms and
depressions, It is not the intention to prevent long-term
factors_ such as increasesin productivity and shifts in

“demand from having their normal effect on agricultural
prices, but to protect the price structure from short-term
disturbances of a sporadic or eyclical character,
be that the guerantees may remain passive if the
prices follow & smooth course, Th
tion will then enjoy occasional

soence. In a changing world, suc
be rare,

It may
market
e machinery of regula-
s#pells of enforced quie-

g y h oceasions will however
9nd since the price-guarentees may have to be
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extended to a number of commodities with varying supply
and demand factors, the guarantees relating to some
one or the other out of them are bound to be a live
issue for most of the time. It is importantto remember
that it is not merely & question of putting only a floor to
priceg, 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 variations
in prices, at definite time intervals, according to -a
‘planned  procedure, in place of the wide, spasmodic and
erratic ocourse of prices that actually results from the
interaction of supply and demand in the market. In
short,.the guiding principle of policy should be to fix
prices- within a range which would be fair: both to the
producer and to the consumer and be capable of heing:
enforced in practice. The State should provide an assured
- market to the producer at the minimum price, by
guaranteeing to purchase all that is offered to it at that
price, and it should undertake to release supplies at the -
. maximum price when the market prices threaten-to
excead the prescribed maximum, se that the needs of -
‘oonsumers may be adequately met.

77.. The adoption of a policy of price-fixation in India
will not present merious. difficulty since; it would only
- bring the country into line with what is alreay being
done in other ' countries. The U.S. Government has
aspured twenty farm commodities of price-supports in
the immediaste post-war period, to the extent of 909
of ‘the parity price. It has alsolaid down as & principle-
. of State policy that a farm family should be assured of
a standard of living comparable to that of a family of
equal capecity and industry which derives its income
from business or factory work. 1In Canada, the Agri-
oultural Priceg Support Act of 1944 has set up a Board
with authority to purchase staple agricultural products,
whenever such products cannot be rold in the market
above certain ‘floor’ prices. The Board is charged with
the obligation of securing & fair relationship between the
returns from agriculture and those from other oocupa-
tions. In the U.K., the Government has established
. » system of guaranteed prices and assured markets for
milk, fat, livestock, eggs, cereals, potatoes and sugar-
beet. This general acceptance of the poliey of price-
fixation makes it easier for the different couniries to"
reach agreement on a commonr and integrated price
policy which will be of mutual benefit and will help' to

ice-policies in individual countries from being

nt pril
£:f:ceate£ by competition from abroed, In fact,. it should
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Be pessible to coordinate national policies in this field
thfough sn international organisation, in a manner which
will maintain agricultural prices on a world scale. We
are glad to note that proposals have already been made
at the recent meeting of the F.A.O. at Copenhagen
for setting up @ World Food Board for stabilising pricea
on the international market, and for building up & world
reserve of food so as to level out good and bad harvests.
We also understand that it is proposed to evolve an
international eommodity . policy et the Intérnational
Conference’ on Trade and Employment, to be hald
shortly, so as to deal with both, situations of chronic
disequilibrium between supply and demand, as well as
short-term and cyclical price fluctuations. A machinery
for international collaboration.in this field will greatly
aseist in the implementation and eoordination” of national
policies of price support. '

. 78. Although our report concentrates mainly on the
specific probiem of price policy, we do not wish to lend.
countenance to the view that the enforcement of mini-
mum price guarantees alone is sufficient to safeguard the
interests of the cultivator. On the contrary, we wish to
emphasise that a policy of guaranteed prices should form
part of a’ comprehensive system of Stage assistange tn
agrionlture, émbracing a number of measures of sgricul-
tural and general economic development such as those
déscribed by us earlier in this chapter. A price-policy
must be conceived within the framework of aep
adequate level of general economie sctivitky, It is
only an increase in the real wealth of the country that
can in the last resort provide & wider market for agri-
cultural produce and bring about e lasting improvemean+
in the standard of living of the agriculturist. - )
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CuarTER 1IYV.

Principles of Price Fizution.

79. A policy of price support by appropriate State
action raises the question of the level at which the prices
should be maintained. The obvious 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 hig cost of production and leaves him a net
ineome which is approximeately equivalent of the income
obtainable in.other comparable occupations, so as to
provide him with an incentive for expanding produection.
If the price is lower than this, the producer will have
no reason to continue in that océupation and may migrate
t0 more remunerative avenues of employment but for
the facts that alternative lines of employment are limited,
end 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 thould be such as to
enable him to satisfy his basic minimum needs at a given
level of income. If the price is higher then this, it would
reduce his standard of living with consequent effects on
his health and efficiency. '

80, In the translation of the concept of fairness
into actual practice, certain difficulties arise. What may
be considered fair to one producer under certain condi-
tions of cultivation may not be fair to another produter
whose conditions of cultivation are entirely different.
This is an aspect. of considerable importance in India
where the costs of production vary from region to region
and often ¢ven from holding to holding. The enquiry into
the cost of production of certain crops which was
conducted by the Imperial Council of - Agricultural
Research revesled very -wide variations in costs. The
tollowing talle shows the mean cost of production of
wheat in certain producing centres during the years
1933-34 to 1935-36 of the depression period :—

Province.  Centre. No.of Mean cost Standard
: holdings. +n Rs.per Deviation

- Maund’
Punjab Lyallpur 48 - 2.11 +0.05
Jullundur 48 3.39 10.11
Gurdasspur 20 © 1.60 +0.20
Sind 3T 2,92 +0.18
(.P.& Berar Nagpur-Wardha 12 3.97 +0.38
' Berar Plains 16 6.68 +0.74

Berar Ghat 12 3.43 10,28
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These - yariations - are accou‘nted for - partly by the
produelivity- of the local soils and psrily by the
relative costs of bullock and human labour. For insta-
nee, in Lyallpur the land consists of moderate 10 1:1011
loams. Jwllundur coils are mainly sandy 1o medivm
Yoams, while light sandy loams predominate in Gurdaspur.
Byllock labour was most expensive in Jullundur and
cheapest in Lyallpur, Gurdaspur goming -in beiween.
Siilar diffevences obtained in respect of human labour,

1 on are however by
no raeans peculiar to India. The Australian Royal Commi-

ssion on Wheat, for instance, noted the following figures
in regard to costs of production i—

Cost of production per dushel. Perc;entaée of producers.

Below 1 sh., _ 3.9
Between 1 sh. & 1/11 21.0
Between 3 sh. & 3{11 38.9
Between 4 sh. & 411 13.8.
Between 5 sh. & over 4.9

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

1. Similar difficulties also arise in defining what

is fair to the consumer. A price which is fair to a

consumer belonging to & higher income group is likely to
be unfair to & consumer belenging to a lower income
group. The fairness or unfairness of the cost of livin

vs after all relative to the income of the consumer )

82. The immediate interests of the pro

immediate interests of the consumers fhugu:;;{::rn%ot%‘:
different and 10 & certain extent divergent. The producer
is anxious to obtain the highest price for his pl‘OduIZ:e while
the consumer is anxious {0 obtain his req_uirements’a.t the

lowest possible cost. A fall in pri ¢ ‘ !
on ‘the "preducer by immediate]};rmes imposes hardship

and t_hereby imyairing his eﬂiciencgidu;‘;i% h;:;‘x:lizmie.
8 ghrmkage of the scale of his operations pendin t}::a
adjustment of costs to prices. Hence, even if the E "

of other commeodities consumed by him fall in theps;c 8
proportion he iz still & net loser. On the other ha“:f
falling prices confer a dispropoitionate henefit on I;h:
consumer because, normally, they resuit in an increa;-
in his net saving. ‘The producer needs to he assured of
& r‘.’as‘m*"ble income before he, will undertake intensive
agrlcu]t-uro. The consumer, on the other hand, is anxioys
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to-obtain his requirements at-as low & -cost as pgssible,
There thvs arises a gap which leads to a certain divergence
of interests as between the two sections of -the population.

‘83, A longer view will however show that the interests
of producers and consumers are interdependent. The same
- person may be a producer of certain types of .goods-and

a consumer of others. In the same manner, different
regions may be surplus or deficit for different crops; and
they mav export their surpluses and import their require-
ments. The: Punjab, for instance, usually'exports wheat,
rice and millets, and imports vegetable -oils and tobacco.
Assam hag exportable surpluses of rice, jute and tea and
imports wheat and .pulses. Madras normally exports
vegetable oils, groundnuts and tobacco, and imports
wheat, gram and rice. ‘Bombay exports vegetable oils
and tobacco, and imports gram, rice,” wheat and ground-
nuts. Bengal is surplus in raw jute, but d‘gficit in
_gram, wheat, vegetable oils and tobacco. In India,
where .a majority of the population consists of agri-
. culturists, 'the conflicting interssts are not between
the producers and the consumers as such but between
the rural population which is predominantly agricultural
and the urban population employed in indust:y, service
and trade. '

84, 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 stability of costs and incomes. It is the wide

- fluctuations in costs and incomes and the comsequent
- instability which give rise. to a feeling of insecurity,
destroying initiative and enterprise. JIf 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 -which would provide stable
incomes to the agricuiturists 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.

86. Further,itis importarit to remember that neither
costa nor incomes can be rigidly fixed_for all time. When
prices are fixed at a level which is fair to the producer,
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measurés should be simultaneously taken to' maintain
employment afid wages at an appropriate level; then
the prices fixed may prove to be fair to the consumer as
well. In the same way a price which is fair to the con-
sumer would also prove to be fair to the producer,
provided plans of agricultural improvement have resulted
in the reduction of the costs of production.

86. The increased efficiency- of production wiil
contribute largely towards resolving the conflict between
the producer and the consumer. The arsvrance of n fuir
income to the producer willinduce him t0 adopt lmproved
techniques of production which will reduce the costs per
unit of output and tend to lower the level of prices. The
fair price fixed can be progressively reduced as efficiency
increases and production expands. It should be remem-
bered that the fixation of a fair price is not an isolated

_ measure for the transference of incomes from one class to
another; it is & part of an integrated drive for increasing
efficiency, expanding production' and raising the
standard of living. The fixation of a fair price will serve
as an inducement to the cultivator to make full use of
the expert technical advice and the facilities for improve-
ment made available to him. If for instance, the average
vield 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 calcnlated to increase the-
efficiency of production will be undertaken and if the
vield 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, end other efficiency
factors. 1f the cost of theése factors is taken to be equiva-
lent to 2 maunds per acre, i.e. Rs. 15/-, then an income of
Rs. 90/- would cover his total costs and it would be
poseible to reduce the price of wheat from Rs. 7/8 per
maund to Rs. 6/- per maund without prejudicing - the
interests of the producer. The actual price will then be
fixed at some intermediate point e.g. at Rs. 6/12 per
maund, so0 as to distribute the benefits of increased
efficiency equitably between the producer and the
consumer. Thus, even if the initial fixed price of Rg, 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 he would
pay in the longrun as a result of the incieased efficiency
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of production. The case in this respect is analogous to
the case for proteotion of industries.

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

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

80, When we say that a fair price should cover the
costs of production and leave a margin which would
cover the costs of living, what we have in mind are not.
the costa of the marginal producer or the costs of the



@

{ )1 costs of the bulk of the pr(?du-
avera,gfeﬂ[]):z%g;i;:cﬁt; li): the main pr(?ducing areas i.o.,
:fhrg (La.ve a representative size of hoAdmg a.gd a.ra&\;vrl;:l(g

: . holdings. & we have e
da?terzlderige:epoa];eéu:vl;dez; diffe%ences in the conditions
scs)tf? E,réyduci;io:m- depending-_ upon many contnbut.ory
fnétsru, which are.reflected in thq costs of production.

'e. do not think that the prices shou'ld- cover the
ZE:t.of cultivation. of ma.rging-l la,nds- .Whlcl_l are lands
which cannot give profitable yields and -in thls_, we Pagl?ee
i the, view- expressed by the Foo-dgram.sh fhmy
homr.nittee that the.*' lées‘b way qf: d.ea.hng w1t.h ' ! e;ﬂ
i; to give.s direct.subsidy to cultni'a.tlon of suc . lands
rather than to-raise the.gengral Pprice le_vel to _a,l‘i’ extent
sufficient to cover the additional costs. involved ™. "The .
aﬁv.efa,gemcos,ts of production would-aleo not be o r%ha,bga

uide because this type of average would no dou t be
¢ fluenced by marginal lands. - What we are anxious
% ueﬂrenié - price. which would cover the ¢osts of produc-
:ic;:izf\tim- bulk of the.cultivators and for tlnf, purpose
the-land to be.taken. into- acoount should b? represen-
" tative/, rather.than.* average ’ or * margma} . "I‘he most
representative cost is. obvmusly. that WthI"l is typlca',l
) of-tﬁe;largest- number. of farms i.e., that yhlcb is: appli-
eable toland: which is.most common. This eriterion hag
to be applied: not only to the quality of the leind, but also
to.the size of the-farms, -in-view of . the. wel -kr}ow_n. fact
that the ecale.of agricultural operations has & significant
offaqt on.unjt cost of production. The cost.a,of produc-
tion.on.’ reprégentative ’ land should also include costs.
which. are met. in kind such as the aotual labour of the
Gultivat'or--annd hiﬁ ‘family a,nd. t,he co.t._ on a’(‘:co‘unt Of t]le
capital and land owned by the.cultivator. himself. The-

‘representative’ costs should include fair wages to the
agricultural lshoyrer employed. .

99. Similasly the conts. of living which. are relevant.
for this. purpose.are theco

. 8t6 of living in the rural areas,
They.should. include.such articles. as enter. into the con-
sumption. or.if they de-

. not, should enter. into.the eon-
sumption. of the.cultivatots. as.a, olass, -

91, Unfortunately, there does not e
present any organised agen
data relating to costs of

“Alb-that we have-are-ths.
conducted in-selected villy,

xist in Indig a4
cy which collects comprehenasive
produstion and costg of living.
results of particylar enquiries
gos at different periods of time
by individual research workers, The Board of Economic
Enquiry in the Punjab and the Gokhalg Institute of Politios



49

and Economics, Poona, have done notable work in” this
direction. Since 1926 the Board of Economic Enquiry,
Punjab, has been publishing an annual series ‘“ Farm
Accounts in the Punjab *’ dealing with the cost of product-
“jon of crops in different holdings in the Province.. The
Board has also issued other publications relating to-
agricultural holdings, agricultural mortgeges, cattle and
milk problems, urban cost of living, rural family budgets,
food prices, marketing, sale of land, village surveys,. ete,
The Gokhale Institute of Politics and Economics at
Poona has also conducted some surveys, the  most usefal
from our point of view.being the surveys of farm
business in Wai taluka and of the marketing of fruit in
Poona. Similar surveys are being conducted by the
Universities, -but in general, the work is scdttered and
piece-meal, without any unifying and co-ordinating force.

82. The only large-soale organised enquiry into the
costs of production was the one conducted by the Imperial
Council of Agricultural Research to which reference has
elready been made. This enquiry simed at ascertajning
the costs of production per acre and per maund of certain
crops in the principal sugarcane and cotton tracts in India
and it was jointly financed by the Imperial Council of
Agricultural Research and the Indian Central Cotton
Committes. It covered a period of three crop years
1633-36 and was based on the cost accounting” method,
It invoived the recording of the costs.of sll farm opera- -
tions and business transactions by a large organization of
village investigators, permanently stationed and in conti-
.paous attendance on the se}ected farms. The work weaa
supervised by district supervisors and _provincial officers -
under the general guidance of the Chief Economist of the
1.C.A.R. at Delbi. Thke choice of the wlla-gcjs apd holdings
selected for enquiry was lefi to the prc?vmczal_ depart-
ments of agriculture with thr:a general m.struc't-lon that
they should be as representative as possible, i.c., taken
from that group into which the majority of ~villages or-
boldings would naturally 1?9 cla‘s_mfled._ The results of
this enquiry revealed considerable vay:'ig.tioxxa in‘ the costs
of production and they are often criticised as being of

doubfful validity.

93, Inquiries inio the costs of production aré a com-
mon feature in cther countries and in fact form the basis
of all attempts to fix prices. In the United Kingdom, the
pgriculture and fisheries statistics deal with the acreage
under each description of crop, fallow and grass, the pro-
duce of principal crops and with the number of horses,
cattle, sheep and pigs. The Minister of Agriculture and
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"Tisheries in his speech in the House of Commone on
January 26,1944, stated that in fixing agricultural prices
up to and including the harvest of 1947, one of the bases
of fixation would be the economie and financial accounts
relating to different types and sizes of farms and the sta-
tistical material relating to costs of production collected
by means acceptable to Government and the industry.
The United States Department of Agriculture. conducts
detailed investigations into the costs of production of
different types of agricultural produce and has perhaps
the largest organization for the collection of ecomomie
and statistical data relating to agriculture. The ecrops
dealt with range from majov crops such as wheat, eotton,
sugarcane and oilseeds to minor field crops, such as
bhay and seods and the livestock statistics relate to‘becf-
cattle, hogs, sheepsy horses and mules and to dairy and
milk produets, In Cenada, detailed sfatistics are col-
leoted relating to farm wages, farm cepwgl, crop condi-
tion, area, production and value of cropsiNjvestock and
livestock products, trade in farm products\pricea of
agricultural produce, eto. -

94, . We recommend that very early steps shoiqd be
“taken in India to create the necessary machinery fop the
collection of similar data relating to the costs of pragne-
tion of different crops and the costs of living in'|the
rural areas by means of random samgple surveys. The
surveys would, in time, disclose the effects of the various
~ measgures of improvement on the yield per acre. This will
- be an indispensable aid when revising prices in the light
of the expected incréase in productivity. In addition to
such enquiries, there is urgent need for considerable .im-
provement in our agricultural statistics, as a whole. {We
discuss the organisation necessary for this purpose ‘in
Chapter IX of our report. :

85. Weare notin s position to recommend the

cost of production approach for the fixation'of fair prices
‘until necéssary data have been collected on. & scientific
~and proper bagis. As.a result of the investigations
recomm.ended by us it should be possible in the course of
.& few years to obtain in India such data. Until then, we
have to proeced on a rough and ready basis' which, as an
expedient, would be considered appropriate by all the
interesta concerned. The atatutory price controls which
were enforced during wartime had to bhe gimilarly im-
provised, and such improvisation must continue for some
.years. The only method which is feasible under the
existing circumstances is to improve the terms of trade
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of the agriculturist by relating in a suitable ratio the
level of agricultural prices to the prices of the more im-
portant goods and services entering into the costs of
production and the costs of living of the agriculturist
and his family, The Foodgram&- Policy Committee also
had recommended thaet in considering the level of prices
of food appropriate to a particular erea, regard should
be had to (a) the cost of articles entering into the
cultivator’s cost of production and () 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
es is likely to happen because of the peculiar conditions
of agricultural production. It thus safeguards. the
interests. of the cultivator i in periods of depression when
agricultural prices fall rapidly and agricultural costs
remain r1g1d and it safeguards the interests of the con-
sumers in periods of inflated prices when agricultural
pricesrise out of proportion to the rise in agricultural
costs. We recommend therefore that for the presenmt,

fair prices should be determined on the basis of pacity
between prices and cosbs

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

97. The important items in agricultural costs on
which aftention must therefore be concentrated are
iron 1mp1°m€‘nt° bullocks, manures, cattle-feed such as
oilcakes and fodder, labour and such other items as
enter into the cultivation expenses, and cloth, salt, gur,
sweet oil, kerosene oil ete., which enter into the cost of
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Livini e- aim should be to link ug.rigul‘bl‘lra.l prices
.tl:?}%e; vg;}iln.tions in the prices of these items in agricul-
tural costs. In other words, if sgricultura]l costs rise
on the average by e certain percentage as compared
with the accepted bese period, the pricea of a.gnculltuml
products should also be reised in the same proportion as
compared with the base: period. Since’ this' requires
the averaging of widely different items. of a.gncul.tural
costs; the obvious procedure iz to compute an_mdax
number ‘which will take into account the relative impor-
tance of different items of costs '_co the fa.rme_r. For ins-
fance, a . two-fold rise in the price of 'cloth is clearly a
much more serious matter for the agriculturist than an
equivalent increace in the price of, say, salt. The index
number will therefore have to be weighted eccording to
the proportions of the different itemsin the total ex-
penditure of the farmer. The fact that certain items of
costs, such as land revenue, rent, irrigation rates and
water charges are relalively. steble in character should
be allowed for in the computation of the index number.
It must also be remembered tl;la.t the different items of
costs . have varying degrees of importance in the cost of
different crops. For instance, the L.C.A.R. enquiry into
-the cost of production of crops (1935-37) revesled that
the cost of labour accounted for about 15 per cent of
the total cost of - production of wheet in the Punjab,
while recent investigations carried out by the I. Q. J, C.
. show that the cost of labour accounts for as mueh ss 80
per cent. of the total cost of production of jute in Bengal.

. What applies to labour costs may be equally true of
other items of costs as well,

The items may therefore
have to be weighted separately for each crop, in  pro-
portion fo their relative importance, before being utilised

.as & measure of the change in the. overal] cost of - pro-
duction of any ocrop, The Fa

rm accounts and Rural
Family budges surveys published in various provinces
furnish a good deal of information on these points.
The data available will yo doubt relate to particular
local areas out they will still be of considerable aggintonce,

08. The linking of agricultural prices to agricul-
tural costs invelves maintaining & certain ideal re-
Jationship- between them and the question ariges ng to
what this ideal relation should be. In the abgence of
pufficient data which can enable us to determine what
rela-tion'ship WOU]d be a,rpr(;priart(:; one can Only in'oceeci
on the basis of- the rclationship that existed in some
period of time in the pest when it

. k W28 commonly ac-
cepted to be fair to 2ll the interests concerned, It is ne
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doubt true that a relationship which was considered to
be fair'in the past need not necessarily be so in the
“future. The ratio between agriculturel prices and costs’
-must necegsarily change in’ course of time with changes
in the conditions of supply and demend of both types of
goods. There ere continuous improvements in scientific
techrique wkich reduce the cests of production of differ-
ent goods in different fpropertiens. There are also
ghifte of demand fror: one commodity to another. Any
rotio therefore which may have been appropriste in the
past will need to be corrected for changes in the con-
ditioning factors so as to ,make it appropiidte in the
present. While this may be recogniged,itis also true’
ibat the application of new developments in scientific
technique in the field of agriculture proceeds at & much
slower pace than it doesin ciher spheres of economic
activity, firstly, beceuse the unit of egricultural
production is still much too small to permit mechanisa-
tion ‘on any considerable scale and =econdly, because
the production is cerried on by a large number of small
producers who are slow in giving up their traditional
techniques. The demand for agricultural goods is more
stable and inelastic in character because in spite of the
menufacture of synthetic products of various descrip-
tions, the soil still provides the bulk of the reguire-
ments of the population for food and raw meteriels.
The changesthat are taking place in the coi:ditions of
supply and demand in agriculture are thus likely to'alter
the raiio in favour of agricultural goods rathcr 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. wonld not be far off the mark even if
she relationship thai existed dul:ing a _smta.ble period
in the past is maintained for the time being for the pur.
pose of calculating fair prices.

gg. It was on the parity principle that the price
support policy in the U. S. A. has been based. The parity
price was considered to be the price which would give one
unit of any agricultural commodity the same purchasing
ower that it possessed in the base period. The base
period adopted in the United States for the determina-
tion of the parity is the period from August, 1909, to J uly
1914, though for certain commodities the period from
August, 1929 to July, 1939 has been used. Inrecent years
there has been a proposal to use the period from August,
1934 to July, 1939 as the basis. In the calculation of
parity in the United States it is possible to distinguish
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three different steps. The first step is to determine &
base price for each product. Thisis done by averaging
the prices reported by the farmers to the Department
of Agriculture during the period from August, 1909 to
July, 1914. The second step is to prepare an. index of
prices paid by the farmer for the various commodities
that he purchases. The index now includes 86 items
used in family-living and 96 items used in farm-produc-
tion, besides the intercst and taxes paid by the farmer.
The index includes items such es food produets, feed,
seed, and other farm products whose prices sre them-
selves a result of the price support programme, and
these items amount to about 299 of the total items in
the index. Farm labour is not included in the index at
present. The group of commodities used in family living
gnd.the group of commodities used in production {includ-
Ing interest and taxes paid) are given equal weights.
The third step is to calculate parity prices by adjusting
the base period average prices of different commodities
n _the light of the changes in the index number of prices
paid since the base period. '

100.  Parity has been the basis of all legislative and
SXecutive action in the field of agriculturel price regula-
tion in the U. 8. A. since the Agricultural Adjustment
Act of May, 1933, It specified that it was the policy of
“ongress to “‘ re-establish prices to farmers at & level
that- will give agricultural commodities a purchasing
Power with respect to articles that farmers buy, equiva-.
lent, to the purchasing power of agricultural commodi-
ties in the base period”. The objective of placing the
agriculturist on & par with other gections of the population
was declared in the Soil Conservation and Domestic
Allotment Act of 1938 which mentioned as one of its
purposes, the ‘‘re-establishment, at as rapid a rate
83 the Secretary of Agriculture determines to be prac-
ticable and inthe 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 during the five year period, August:
1909 to Jply 1914, inclusive, as determined from statis-
tlc_s_ available in the United States Department of
Agriculture and the maintenance of such ratio . The |
%Jl‘!pmp!e of perity has been reiterated in subsequent
egislation such as the Agricultural Marketing Agreement
Act of 1937, the Agricultural Adjustment Act of 1938
and the Price Adjustment Act of 1938, The directions
1ssued by Congress to the Sceretary of Agriculture and
b0 the Commodity Credit Corporation regarding price
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supports whether by subsidies or by purchases or by
loans are all related to the maintenance of prices at
parity or a certain proportion of parity.

‘101, The -concept of parity is subjected to wvarious
criticisms in the U. 8. A. It is suggested thet parity
unnecessarily ties down the economie system to a relation-
ship which existed in the distant past and 18 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,
en important item like labour has been excluded thercby
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 s plea not
. for the abandonment of the parity approach but for
improvements in the methods of calculating parity prices.
1t 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 conditions 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
¢hanges in supply and demand conditions affeet the .
remunerative scale of production and hence the net
income, The goal of parity incomesrather than parity
prices is obviously dcsirable; yet, since no accepted
method of translating the overall income into a series
of prices per tinit has so far been found, parity prices
have to be used for the time being as -representative of
parity incomes.

103. In due course it would no doubt be possible to
introduce refinements in the light of experienco so as to
meot the various points of criticism that 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 dces not rigidly stabilize prices at any absolute level
but permits them to flnetuate in_relation to changing
sonditions of costs, thereby providing the necessary elas-
ticity in the economic system. It links agrioultural prices
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osts by & ceriiin r@]-&tIODShIP baged on past experience

:: 3ocwha,1 {nay be considered fair end thus prevents the
hardships that the producer and_ the consumer may other-
wise have to bear on account (_)f violent fluctustions in pri-
ces. This link may appear bo introduce & certain amount of
rigidity and to prevent the adjustments that may be
necessary on account of market‘changes in supply and
demand, It is, however, an inevitable corcllary to
the rigidities that are inherent in the economic system
itself. In the past, agricultural prices and incomes were
entirely at the mercy of factors connected with non-agri-
cultural activities and were thus in a sense residually
determined.” The link betwoen egricultural prices and
costs will now provide a certain support to agricultural
_ prices themselves, so that they may exercise a certain
pressure from their own side and influence the general
price level. ~The perity formula thus, while retaining
the necessary measure of elasticity in the determination
of prices, yet provides s veluable support to the prices

of agricultural produce.

\ 104, We are therefore definitely of the opinion that
the principle of parity should fo}'m & vital objective
of State policy, and that all possible steps should be

~ taken to translate this principle into actual executive
aétion. We do not suggest that fair parity prices
should be mandatory in the sense that State action zhould
necessarily be tied up to the results of the parity formula,
because executive decisions must alsn take, other relevant
factors into consideration. What we do suggest is that
the parity formula provides & basis which may be consi-
dered to be fair to all interests and that until adequate
ttlﬁ;:a }c:f costs of production and cost of living are collected,

e ; ms;z:isﬁzl;?uld be uséd for -caleulating fair prices of

. 103, As the prices of agricult j
te@ to agricultural costs, ggn ‘thuerl?;.sgig?;}si?l:‘: ::t?c? :;11::3;
existed betwe'en them during a bage- period, the choice of
the base period is important, A number of different
periods ere suggested in this connection. Th ﬁl'_nd
1910 to 1914 which has been adopted in th a'ge?m
States is much too remote to have any v:]'d'mt?d
present times. In fact in the Uniteq States it llfl‘ T e
period 1919-29 has been adopted ip the casge Eig'e e
commodities and there ig a Proposal in rece to cerm;g
change the base to the period 1934-39, The pe y d {3;;&_%39
however, though closer to the Present gama d more,
acceptable from that point ean by 106 meang 53; corxl;sidered
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a normal period since the effecta of the world depression
had not worn off by then. Though-recovery had'sterted,
it was far from complete in India. The period 1920-40
is suggested as s period which covers the entire oycle of
boom and depression, but this period also suffers from
the inclusion of years which are now toou remote and of
years which are marked by the depression. The most
appropriate period in our viewis the quinquennial period
1925-29 which. could be. considered a normal period
gince it is between the end of the post-war boom and,
the beginning of the world depression. During this period,
agriculture in most parts of the world was fairly pros-
perous and the ratio between agricultural goods and
agricultural costs was considered to be fair. Sir Walter
Layton and Mr. Crowther, in their * Study of Prices’
indicate their preference for the period 1922-20, in
the following words —

“......by contrast with the periods of rapid and
extensive changes which preceded and followed
these seven years, they appear 28 an osasis of
stability.” '

Qut of these seven years, the first two or thres were
oharacterised by fluctuaiing exchanges and & minor
_depression in India. It vwesonly sfter the Spring of 1925,
when Great Britain returned to the Geold Standaxd,
that a reasonable amount of stability could be said
to have been achieved. Taking all factors into
consideration, 1925-20 appeais to be the most appro-
priate base-period.

106, The prices arrived at on the principle of main- -
{aining the same parily betwecen prices and costs
as in the period 1925-29 may be considered broadly
fair, and it should be the objective of State policy to
enforce these prices in the market, It is very difficult
however to peg market prices at a fixed point o=
they are continually liable to change in pursuance oi vary-
ing cénditions of supply and demand. Further, in actusl
‘practice, wo have totake into acccunt the conditions of
enforcement. To fix prices on the basis of a thooretical
formula without examining whethar the eactual eircums-
tanses in the market and the resources at the command
of the State would enable theso prices to bo suozessfully
enforced willin our opirnion be ocourting disaster. Itis
+herefore desirable to peg market prices within a certain
range with & minimum and & maximum at the two ends;
instead of siming to maintain them at a fixed point. The
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minimum and the maximum prices should be fixed at
points below and above the fair parity prices calculated
a8 above, their exact levels being dctermined after careful
consideration of the various factors involved.

107. As between the minimum and maximum prices,
the minimum price is of special importance from the
point of the producer since it conveys to him the assu-
rance that his income would not- fall below a minimum
level and introduces a certain element of stability and
geourity in his life. The maximum price, on the other
hand, is of special importance from the point of view of
the consumer because it sets the limit to his cost of living
and aseures supplies to him at that price. At any nioment
of time, the wholesale price in the market will be tending
either towards the minimum or towards the maximum and
one or the other of the two will be the more effective price
acoording to the circumstances. It may be noted that the
minimom and maximum prices referred to represent the
wholesale prices in the msandies. The prices actually
rooceived by the producers will naturally be somewhat
lower than the wholesale prices as producers’ transac-
tions would relate to an earlierstage of /trade. Similarly,
the prices paid by the consurmers, bsing retail prices,
would be some what higher than the wholesale prices.

108. We ghall first deal with the fixation of a
and minimum  price. In.this connection, we wish to
distinguish between what may be called the transition
period and the post-transition period. The basis of this
distinotion is the fact that a ecertain period of time s
taken in switching over the economy from a war-time
to a peace-time basis, during which pericd conditions
remain in & state of flux. This period is generally
referred to as the transition period, It is characterized
by a shortage of supplies and a substantial measure of
Government control over the procuremens, distribution
and prices of commodities, As the supply position
improves, the controls are gradually relaxed until the
transition is complete and the economy enters into the
post-transition period. During the post-transition period
Government control ceases and normal frade and market-
ing conditions are restored. .

109, It is difficult o forecast with any acouracy the
exact duration of the transition period. We anticipate
however on the basis of our study of the present. condi-
tions that it would last for the next two years, 1. 6.
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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 war-time controls will be maintained, we are of
opinion that the minimum price for this period shounld
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 tracsition that the way may be
paved for the early and smooth restoration of normal
trade conditions. '

110. In the post-transition pericd when the supply
position has improved, the controls have been relaxed or
abolished and normal conditions of trede have been
restored, the determination of & minimum price will need
careful consideration.~ The object of policy would
continue to be the enforcement of the fair parity price
as before but the task would be more difficult in the
ahsence of the armoury of controls. It would therefore
be necessary to take fully into account the large variety
of factors which bear upon price policy and this may
well lead to the fixation of the minimum price at a
level below the fair parity price.

111, We must first consider in this conmnection the
relation between agricultural prices and the generallevel
- 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
relationship with the prices of agricultural goods, not
“only beca.‘usetthe prices of agricultural goods enterinto 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 Economie Advisor to the
Government of India. The general level of prices repre-
gents the prices of all types of go_ods, -agricultural and
pon-agricultural, which enter into the trade and
commerce of the country. It can be operated upon either
by monetary measures which create effgcﬁs on all goods or
by megsures intended to operate.speclflgally on particular
g oods, whether agricultural or industrial, In a country
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like India where agricultural products ere the main
object of interncl as well &5 intgrna.tmn‘&l ‘grade, it is the
prices of agricultural -goods which predominate in deter-
mining the general lovel of prices. Any meagures taken
" to influence the level of agricultural prices cannot but
have effecta on tbe general level of prices. Though the
initintive c¢an thus be taken through nen-monetary
measures directed towards agricultural prices, the desired
offect can be achieved~on'a lobg-term basis only if the
monetary policy pursued.is of a complementary character
Only an appropriate expension or contraction of
currency with consequent effects on the general level of
prices can ultimately sustainthe tendencies initiated by
measures acting upon agricultural prices. In practice
therefore, nttention will have to be paid while fixing prices

to the relation of agricultural prices to the general level
_of prices. '

112. We are aware of the desiré in certain quarters
to reduce the level of agricultural prices, particulsrly the
pricea of foodgrains, on the plea that agricultural prices
influence the costs of production of industry, end
weaken the compstitive capacity of Indian manufactures
in the domestic as well as in the foreign marketa, - While
we are not unmindful of the importance of these consi-
derations, we are of the view that prior consideration
should be given fo assuring an adequate return to the
tiller of the soil. Once this is achieved the increased
purchasing power of the agricultural masces will be
adequate insurance for the success of industry. Any

deliberate efforts to reduce agricultural prices merely to

safeguard the interests of urban areas or ¢f the mann-
facturing industry will be at the cost of the standard of
living in the rural urezs which is already notorionsly low,
The vnorganised character of agricultura] interests in
this country has resulted in their case having gone
by defeult in the past. Astate of affairs in which urban
proeperity, such as it is, has to be besed on rursl
poverty cannot be tolerated in the future. While
agriculiural income wust ultimately depend on the level
of the national income of which it iz & pert, it is
nocessary to ensure that the return $o the agriculturist is
in parity with the return to other comparable classes of
producers. The wny to presperity lic

agricultural incomes so us to give a wider margin of
profit in industrial enterprise, but to undertake schemes
of public investment on & scale which will stimulate an
increase inthe level of the national income itgelf. An
attempt to bolster up urban industry by = deliberately

8 not in dcpressing
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cutting down rural standards lends an appearance of pros-
perity resulting in a falsc sense of securityand complacency,
with censequent delay in urgent measures of reform and
reconstruction. If urban industry requires assistance by
way of reduction in its costs of production, such assiat-
ence may ke given by protective measures and subsidies
on urban consumption rather than by & reduction irn
prodacers’ prices.

113, -We recognise however that the present hkigh
ievels of prices and costs in the world generally and in
India in particular, ere the result of abnormal factors
end a fall in prices is natural when conditions settle down.
It is our view that any reduction in pricesthat may be
necessary should be brought about by a policy of securing
the maximum possible increase in production within the
shortest possible period and not by a policy of deliberate
monetary deflation.  This will improve - the supply
position and ensure tha$ the fall in prices is gradual end
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 ?)e made by operating on agricultural
prices, since the prices of foodgrains and agricultural raw
materials are the basis on which the entire price structure
of the country depends. Itis important, however, to
ensure that the reduction is brought about gradually end -
without undue disturbance to the relation of agricultural
prices with agricultural costs. We, therefore, recommend
that eny reduction made in agricultural prices as 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 any year.

116. Attention has 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 muy be argued that the prices of munufactured
goods should be 8o fixed as to reflect the prices of agri-
oultural raw materials at whatever level the latter are
fixed, the prices of manufactured goods often follow an
. independent trend in response to supply and demand
conditions which resists any alterations therein. This is
illustrated in the following table relating to raw jute and
raw cotton, and their manufactures :—
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Indices of Prices of Jute & Cotton, raw & manufactures.
( Base 1938-38 : 100)

Index No. Index No., Index No. Indexr No.

Year. of loose of prices of raw of cotton
jute prices of Hessian cotton manufac-
at Calcutta I. Porter. prices. tures.

1929-30 127 150 201 160

1930-31 683 104 135 139

1931-32 80 101 125 123

1032-33 79 106 121 119

1933-34 61 117 113 113

1934-35 T4 110 130 13b

©1935-36 - 8O 101 134 11T

1936-37 85 94 131 111

1937-38 83 86 109 117

1938-39 100 100 100 100

1939-40 166 172 141 108

1940-41 113 170 123 122

1941-42 154 228 148 171

1942-43 182 210 200 —

1943-44- 214 : 258 188 —_

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

It will be seen from the ahove table that the gap
‘between the prices of raw materials and of manufactures
~ has been to the advantage of the raw-material producerin
the case of jutenntil 1939-40, 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 miror boom
during 1834-35 to 1936-37, The reason why the primary
producers have lost ground relative to the manufacturers
since the commencement of the Japanese War is presum-
ably the loss of certain overseas markets, which wero
particularly important in the case of juteand cotton. Tt
will not be sufficient therefore to fix the prices of raw
- materials and manufactures merely on the basis of a rela-

tion which prevailedin a chosen ‘normal’ base period.
It is possible that in the interim period changes mey have
taken place in the basie economic situstion, such as the
development of substitutes, shifts in the currents of interna-

bional trade, technological improvements ete., all of which
are likely to affect the concept of “normality™.

velative levels of prices of raw materials and man

therefore, Qheae factors should be taken into account asm
far as possihle. Tn cireumstanees where the pricés of

manufactured goods for one reason or the other do not
permit of any adjustment

\ , the” situation wijll have to be
met by making necessary adjustment in the prices of the
raw materials themse]ves

In fixing
ufactures



118. 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 te support the nataral agricultural product
in'its struggle for survival, if the synthetic product is
definitely superior and can 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 & whole. If prices are fixed at too high a
level relatively to world prices, it may lead to the loss
of markets, especially - 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 cage
of Indis, 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 a
gense determine the level of internal prices. The
present ratio is fixed at one rupee equalto 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 exchange between the rupee and
foreign. currencies has ultimately to be stabilised at a
level at which it would broadly reflect the parity between
the purchasing power of the different currencies. The
general, price indices for the major countries with
whom we are on trading relations are shown 'in the

following table :—

Indices of Wholesale Prices.

UK. USA Canada
Year. (Board of (Depart- (Dominion Australin India
Trade), ment of  Bureau (Mel- (Calcutta),
labour), of stalistics), bourne).

1930 1000 1000  100.0 1000  100.0
1940 1329 1019 1089 1101 1111
loa1 1484 1132 1102 1169 1287
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1942 155.1 128.1 126.8 131.56 - 171.3
1043 158.3 - 133.7 . 132.6 138.2 - 284.3
1944 161.1 134.8 135.9 - 139.3 375.9

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

From & comparison of these figures,. it is - obvious

that the increase in the Indian price level has been

larger than the increase in the price level in the United

States of America or in the United Kingdom. The -
existing level of prices in all countries is however the

result of exceptional circumstances of a temporary

character and the current rates of exchange do not

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

all countries is affected at present by abnormal factors

such as hoarding, speculation, dislocation of transport,

suspensidon 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 ariging out of the

. rupee-sterling link are maintained at their present lovel

by different devices of exchange control. The determi-
nation of en appropriaté rate of exchange between the

rupee and foreign currencies is therefore & matter of

OOPsldera.ble importanes from the -point of agricultural
prices, -

: 129. The financial resources which ¢he State cen
muster for enforcing its price support programme &lso
constitute an important factor. As we describe in &
subsequent chapter, it is .possible to work the price
support programme in & mannetr which over & 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

. Ch&rﬂcte{‘ has to be fully ‘considered before the pro-.
gramme is launched. Purchase and salo operations on an
adequate scale and the holding of buffer stocks of diffe-
Tent types of produce are the main instruments of &
policy of price support and these involve & large in-
vestment of capital. Though over s pericd of years the
Profit and loss on these operations may cancel out, in any
P&:‘blclﬂ&r Jear there does exist the risk of loss arising
;? of possible differences in the purchase and salo prices.
P oTeover, the:re 18 the question of the capital necessary
or the execution of the programme. It i5 remssuring to
note in this connection that the Government of India, in
their recent Statement on the All-Indis Policy ©
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Agriculture and Food, have laid down the general
principle that proposals will be judged not only on the
tasis of the direct financial return, but that full accouat
will be taken of the indirect economic and social bene-
fits to the country as a whole. At a time. however when
the State is about to embark upon large projects of
reconstruction in different directions the demands for
capital are likely to be larger than the savings avail-
able for investment. Inthese circumstances, the. avail-
able capital will have to be rationed out on some basis
of priority. 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 commodities, it influences the
relative production of esch of them. The price policy
hes therefore to be carefully coordinated with .the
general crop plan, so as to achieve the accepted produc-
tion targets for each commodity.

122, Finally, account must be taken of any assistance
given by the State through other forms such as
provision of facilities at a price below cost, subsidised
‘creation of demand, remission from taxation, ote. 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 guarantee of prices is only "one, even if the
most important measure of assistance, and the level at
which the guarantee is made effective must be determined
in the context of other forms of assistance as well.

123. The determination of minimum prices during
the post-transition period is thus a highly complicated
technical task involving the carcful consideration of a num-
- ber of factors and the balancing of the respective advantages
of different courses of action. The interests of the agri-
culturists may call for a set of prices, which it may not
be, practicable to enforce for lack of sufficient financial
resourccs. The ;* niral result may be that the minimum
price may be fixed at & level below the fair parity price.
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124. When the level of minimum prices is dependent
on 80 many conflicting considerations, the principle of
fairness is. in danger of being side-tracked and the
computation of the fair pearity price proviig of little
practical use. Some of us therefore recommend that
any reduction in the fair parity price on account of the
considerations already referred to should not exceed 1249,
of the fair parity price and the minimum price should
be fixed accordingly. Other members of the committees
are of the view that no limit1tinn shouid be placed on the
discretion of the price-fixing au'hority in this respcer.
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 cardinad 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
tocome oloser to ‘each other with rise in mnational
income, increase in agricultural efficiency and experience
of regulation. ‘

126. As a further safeguard, we are of opinion that
the minimum price should pever be fized so low as will
make it of little practical value from the point of view
o.f the ryot. Since certain items of agricultural costs are
rigid in the short period, an unduly low minimum price
may completely upset the economic balance of the
countryside. In order to prevent such a contingency, we
reacommend that there should be preseribed an ahsolute
rock}aottom minimum, beiow which prices should under
No oircumsiances be permitted to fall. There is no agree:
ment . amongst us as to the actual jevel of the rock-
bottom minimum and the period- for which it should
hold good. Some members consider that it should be
€quivalent to the average price of wheat ruling in the
Principal producing aress during the quinquennium
1924-25 to 1928.29 viz a price of Ra, 4/8 for wheat at
Layallpur, with the prices for other produocts in parity
Wwith the price of wheat gud that this rook-bottom
mimmuin should hold good for the next five ‘years, after
which the position may be reviewed afresh in the light of
the general principles iaid down. Otvher members consider
thag 1t should be equal to this average price raised by
25% viz a price of Re, 5/10 for wheat at Lyallpur, with
the price for other products in parity with the price of
wheat and that this rock-bottom minimum should
operate 2s a permanent part of policy. We are however
unanimous that iz ia necesgary t0 lay down an absolute
minimum as & safeguard against a general depression,
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126 Wa realice that a fall in agricultural prices cannot
be avoided however, if a catastrophic fall takes place in
industrinl prices, Industrial prices are sensitive to
international factors and in certain circumstances guch
as general over production, they are liable to fall to very
low levels. In that case agricultural prices will also fall
since such a fallis implicit in the parity approach and it
may prove difficult to hold them éven at the rock-bottom
minimum level. We therrfore recommend that Govern-

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

127. As & corollary to the fixation of a minimum -
price below which merket prices should not be permitted
te fall, it is also essential to fix & maximum price beyond
which market ‘prices rhould not be allowed to rise. Just
&8 & minimum price is necessary to safeguard the in-
tercsts of the cultivator, so also a meximum price is’
necesSary to rafegnard the interests of the consumer,

" 128. The oonsiderations which have to be kept in
view in osloulating the maximem prise are the usual
trade differentials, the storage charges during theseason’
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
stebility in prices. At the same time, the maximum
should not in, any oase be lower than the fair pariiy.
price, whieh is tho objective to be constantly aimed at.-
In view of these considerations, we recommend that the
maximum price should be fixed either (a)ata level
269%, above the minimum price, or (b) at a level equiva-
lent to the fair parity price, whichever of the two
is higher.

120. The minimum and maximum prices will have to
be. fixed and announced at -different times. If the
minimum price is to achieve the objectives aimed at, it
is necessary to announce it sufficiently before the land is
prepared for sowing. Tt is at that time that the
cultivator will consider which erops he should sow and
he would naturally take into account the relative profita-
bility of the alternative crops which he may sow.
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While his cropping scheme each year would be determined
partly by his domestic needs of farm produce, ‘and
partly by the time ‘of “arrival of the monsoon sowing
rains, he would attach importance to a guaranteed
:price for his surplus produce. The minimum prices fixed
-would thus influence his decisions.

130. The maximum prices on th¢ other hand should

be -announced after the crop prospects can e

reliably forecast and in any cas> not later than the

commencement of harvest. This willenable 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 consequences of
fixing minimum and mazimum prices at a specified
level during a crop yearis that the grower will more readily
markot his surplus produce soon after harvest. After
he has merketed his produce, the minimuin price ie no
longer of importance to him, but it continues to be
important from the point of view of the trader who
holds the stocks and the banker who mekes advancos
against the security of these stocks. The maximum
price basides, which is basod on the minimum price,
is important from the point of the consumer all through
the yoar. The price received by the grower more or
less determines the price of the product 2t subsoquent
stagos in tho process of distribution throughout the yoar
and o wholo year is therefore the minimum period for
which prices should remain fixod.

132. At the end of the orop year the position
needs to be reviowed afresh, and necessary chenges
made in the prices fixed, in the light of suoh changes
a8 may have taken place in the determining factors during
the year. While itis desirable that as far as possible
there-should be maintained a certain stability in the level
-of prices over a course of years, no impression should
be allowed to be created that any particular level of
prices once fixed has become sacrosanct. It should be
made known in unambiguous terms that prices are to
Temain fixed only for the crop year and that thereafter
they are liable to revision .as & normal procedure in
the light of new ecircumstances. This needs spocial
emphasis because of the tendency of prices to remain
fixed at a high level even when they have resulted in an
expansion of production to such an extent that it cannot
he absorbed by the existing demand. The history of the
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price support policies pursued in the different countries
during the depression clearly reveals the danger of
vested interests preventing & downward revision of prices
even when conditions make it necessary, thereby giving
rise to huge surpluses of production which have to be
teken off the market by the State at considerable
financial loss. This rigidity in price fixation was the
outcome of pressure from vested interests and it brought
the policy of price support into disrepute. It is therefore
of importance that the public should be- made fully
aware that periodical revision of the prices fixed is &
necessery part of price policy.

133. The prices fixed must be ddjusted for regional
differences. Normally, different prices prevail -for the
same commodity in different regions as a oonsequence
of the costs of transport and the costs of handling
involved in the movement of produce from one ares to
- another and the differonces in the supply and demand
. position. The costs of handling and transport together
amount in the case of wheat and rice to about 26.3 p.c..
and 28.3 p.c. respectively of the margin of difference,
according to the information contained in the reportis
on the marketing of those products. The following table
illustrates the wide range of price differentials as Lbetween

_ the different Provinces in the country though the figures
do not always refer to the same qualities.

Average Harvest Prices (in Re. per maund)

. Riom . WHEAT
- | Average Harvest | Average Harvest
PROVINOR .| price during quin- | price during quin-

quennium ending quennium ending

198-29 1938-39 | 1028-20 | 1938-39
Bn. As. | Bs. As. | Ra. As. | Rs, As,

Assam . 6 6 3 0 . e |
Bengal . 6 15 3 6- 6 1 3 4
Bihar i} 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 e e Do
N.W.F.P. 4 10 2 11 4 12 2 7
Orissa, 4 7 g 7 e T ..
Punjab 5 3 2 11 4. 9| 2
Sind g 12 4 b 6 8 3 1
U.Pp. 7 6 | 4 2 5 8 3 0

( Figures iaken from the final Report of the Famine
Enguiry Commassion page 480 ).
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While price differentials are likely to be narrowed down
with the development of transport facilities and tl}e
improvements in the means of communication, certain
price differentials will always pevsist as between
different regions on account of the varying supply
and demand conditions in different areas. The minimum
prices fixed for the major producing areas should be
the basis for arriving at the corresponding minimum
prices for other areas after making suitai:le allowances for
costs of transport, marketing and other incidentsal expensus.
The maximum prices in each area should then be
fixed on the basis of the minimum prices for that arsa.

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

136. The fixation of minimum prices which are
the wholosale prices at which the State guaranteed to
purchase all the supplies offored and of maximum prices
which ere the wholesale prices at which stocks are sold
by the State in the mandies influencea the entive price
structure and automatically sets & limit to the possible

. variation of prices at other stages of distribution. The

. regulate the prices at intermedia

regulation of marketing and the development of coopera-
tive marketing will also operate in the same direction. It
may however be necessary, in certain circumstances, to

te and i
ag well. nd retail stages

136. The policy recommended b .
goneral with the broad recommenda,tios;ls";f conforma ip

Enquiry Commission. The Famine fgloe Fﬁgm%ne
while eonsidering the que o T;llsmon
resources of the country recommended cg d? food
action on the following lines: * First, by to oordinated
price which would be fair to the I)rod!:z a }nxnlrndum
maximum price which would be fajr 3o th;"’io;';‘imei

_ Enquiry
stion of increag;
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and the revision of such prices from time -to time,

Secondly, the decisions as to the measures necessary

from time t0 time to secure the maintenance of the

price level within the pre-determined maximum and
minimum aud 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 nead to be prominently kept in mind. What the

Famine Enquiry - Commission have recommended in -
relation to food policy is in our opinion also true of

agricultural policy in general. :

137. The recommendations of the Famine Enquiry
"Commission on the specific subject of the level of
prices differ to some extent from our recommendations.
The difference however is only procedural. The Famine
Enquiry Commission state their view as follows:— We
think it is clear that it should be the common aim of all
Governments concerned to secure as early as ‘supply.
conditions in the transition period permit, that the prices
both of rice and wheat in the different parts of the
country should be brought down to the normal parity
with the level of rice prices at present prevailing in
Madras and Sind. We believe that if the actual prices
that prevailed in the quinquennium ending 1938-89 were
worked out in each Province and & price, in the
neighbourhood of 240 per cent of such average were deter-,
mined the result would broadly represent the targot price
level to be aimed at the end of the first stage of the-
transition period. We do not imply that the proportion
chould be identical in all Provinced. But we feel that the
fixation of a price as near as possible to 240 per cent of
the pre-war level, would be appropriate in the major
producing areas, that is in Bengal and Madras for rice
and the Punjab and the U, P. for wheat, and if prices.
are fixed in Provinces in normal pa.rit_y -with such prices,
they are unlikely to be very much in excess of or very
much below 240 per cent’. While this recommenda-
tion relates to the first period of the transition, they
propose that “240 per cent of the pre-war level should
be fixed as the maximum for the second stage, while.
the minimum should be fixed at about 180 per cent of the .
re-war level 7. Their suggestion for a floor of 180 per
cent of the pre-war level during the second stage is based
on the fact “that is just below. the average price level
which prevailed during the quinquennium, immediately
preceding the economic depression”. They further state
‘ that an attempt should be made to seoure that the
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prevailing price level of foodgrains within this limit is
" maintained in equitable relation to the prevailing prices
of essential commodities of rural consumption such as
cloth, kerosene ete.”

138. The recommendations of the Famine Enquiry
Commission for the first stage in the transition period
have the objective of sccuring the diminution and
eventual climination of the wide price disparities that
exist at present in the different parts of the country
and of bringing down the prices in other parts to the
level of rice prices at present prevailing in Madras and
Sind which are the lowest in the country, Their recom-
mendation for the second stage of the tramsition period
is aimed at securing that the prices do not full below
the level which prevailed during the quinquennium
preceding the economic depression. We believe that
while it is essential to climinate 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 period,
to correlate the prices of agricultural goods  with
agricultural costs and other relevant factors, since
the level of agricultural prices cannot be dctgarmmed
independently of - the general economic situation. It
would be impossible and even undesirable to maintaln
agricultural prices at 240 per cent of pre-war or éven at
180 per cent of pre-war if agricultural costs and the
general level of prices fall steeply and make agriculbure
sufficiently remunerative at lower levels of agricultural
prices. In such circumstances, supporting agricultural
prices at higher levels would be unfair to the consumer
_end more than ‘fair’to the agriculturist. On the other
hand, if agricultural costs and the general level of prices
remain high, then 240 per cent of pre-war may prove
too low and agricultural prices may have b0 be .
Supported at higher levelsin the interests of the mainten-
ance of production and the equitable distribution of
lfl_lcomes_ We are of opinion therefore that while the

lgures mentioned by the Famine Enquiry Commission
may afford useful guidance, the principles of price-
fixation should be mo formulated {hat they will prove

oapable pf general application both during the transition
and during the long period,

139. When a policy of price-fixation is adopted, it is
necessary that prices shouII)d be fixed for at Iieast the .
major crops In the country, The fixation of prices of
onlg 0ne or two erops is likely to lead to the expansion of
cultivation of the mors profitable crops to an extent
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which might create a scarcity in the production of other
crops, thercby upsetting the balance of production. We
note that the ¥amine Enquiry Commission have stressed
the supreme importance of stabilising the price of
wheat and rice on the ground that food erops constitute
roughly 4/5th of the cultivated ar:a 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 quanfities 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 Bajrs will also have
to be fixed, in order to maintain the prices of the cereal
group as & whole. In addition, though the fix-
" ation of the prices of cereals may be sufficient from
th_e point of view of increasing the production of food,
this involves the danger of upsetting the general pattern
of production so far as crops other than food.ere .con-
cerned. In future, it will be necessary to . have a
conscious planning of the production of all the various
major crops of the country and the price policy will have
to be adapted for this purpose. It will not be wise
therefore to leave out important crops such as cotton,
jute, sugarcane, etc., although they may be outszide the
cereal group proper. It may be noted in this connection
that many of these crops compete with food crops
for the purpose of cultivation and the price factorlargely
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 fixing
the prices of jute might produce similar regulls. We
understand that the Indian Central Cotton Committee,
the Indian Contral Jute Committee and the Indian
Central Sugarcane Committeo 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 arc fixed while the prices
of other commodities remain unfixed, thereis a danger of lop-
gided production which may upset the crop plan as a whole.
1t should not however be taken to mean that we suggest
that the price of each and everj commedity should be
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fixed and supported. It is known from experience that
the prices of certain commodities influence the prices of
related commodities so that the fixing of the prices of some
commodities produces a parallel movement-in the prices
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 continuous adjustment in the light of
changing  circumstances is- thus & complicated task
involving careful consideration of the various factors in-
volved and balancing of the respective advantages and
disadvantages of the different courses of action. The
leve] at which prices should he fixed cannot be left

© meraly to the automatic Working of an arithmeticgl
formula such as the one implied in the idea of a
parity between agricultural prices and costs, though such
& formula will no doubt be of considerable assistance
as a broad indicator of the course of action called for.
The prices have to bie fixed in the light of many other
considerations such as the practicability of enforcement,
the targets of production and the.sdoption of higher
standards of agicultural technique. The task there-
fore needs to be entrusted to an independent body
. specially constituted for the purpose which can be
depended upon to weigh the importance of the dif-
ferent factors involved and decide with impartiality and

technical kpowledge the lovel at which prices should
be supported. '
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CHAPTER V.
Principles of Price Enforcement.

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 fluoctnate in résponse to changes in conditions
of supply and demand, and the fluctuations are often quite
out of proportion to the casual factors involved. Some of
the causes of disturbance are essentially of a temporary
character which, if appropriate steps are taken in time,
need not affect the prices at all. It is therefore neocen-
sary to intervene effectivcly in the market if the mini-
mum and maximum prices are to be actually enforced.

142, The announcement of minimum and maximum
prices itself creates a beneficial effect on the market by
making known to it the policy of Government regarding
the range of fluctuations, thereby reduecing speculative
transactions. The announcement influences the market
sentiment in the direction of the support prices, and the
task of enforcement nl to some extent eased,

143. The moral effect of the announcement will
not however go far enough unless the' annpuncement is
backed by sanctions of & more effective nature, There
aré always bound to be forces in the economic system
which may get out of hand, and unless the powers taken
by the State are pufficient to control these forces, the
guthority of the State will be brought into contempt
with consequence demorsalisetion of the market,

144, We are of opinion that any proposals for the
onforcement of prices should be fqrmula_ted in the_eon-
‘text of a competitive economy with freedom of private
enterprise. The policy should be to operate upon the
forces of supply and demand in thfa market and influ-
ence them in the desired du‘l_actgon. This. can only
be done by operations which will influence the quantity
of goods available in the market forsale and the volume
of demand that comes forth for their purchase. While
the mechanism of the market will then be outwardly
retained for the determination of prices, the determining
forces will themselves be modified in a menner which
will result in the prices aimed a,t-_. By regulating the
sup}ﬂ" and demand that is .permlttec} to be eff(-ctiv.e- in
the market, the State will in effect control the prices;.
but the control will be tempered by the fact that it will
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operate through the market mechanism. It will simplify
the machinery of regulation and reduce its application
to & minimum. During the transitional period \ and
even in the post-transition period when conditions of
emergoncy warrant it, statutory price control and pro-
curement operations may have to be resorted to, but
in normal times the general policy should be to control
individual enterprise in the public interest rather
than replace it by State management. The aim should
be to harness the competitive instinct towards social
ends,

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

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

147. Mere monetary measures however, whether in
the sphere of domestic credit or in the sphere of foreign -
exchange, cannot produce their full effect on the natio-
nal economy because of the resistence offered by the
prices of particular commodities. The general level of
prices on which the monetary measures are designed to
operate is nothing but an average of the prices of indi-
vidual commodities and these react with varying
degrees of time-lag to the changes in monetary circula-
tion.. It is therefore necessary, even for the success of
monetary policy itself, thet simultaneous measures
should be taken directed towards regulating the
prices of individual commodities by extending . to the
commodity markets the same technigue 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.5.A. as a means of stabilising
prices ever since the inception of the A.A.A. in 1933. To
begin with, commodityloans were advanced to producers
on specified commeodities 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 guarantced a
minimuro price. Inorder to protect itself-against a fall:
in prices the Government linked up the provisions rela-
ting to commodity loans with those for marketing
quotas, making the grant of loans contingent upon pro-
ducers accepting & quota allocation in ‘the market
on a quantity or acreage basis, This was done whenever
prices threatenéd to fall as a result of increased produc-
tion, The system of commodity loans enabled the
Government to postpone faking over actual possession
of the goods until the prices had fallen below the
minimum fixed level. The produce could continue to
be stored on the farms, and to that extent the risk to
the Corporation was reduced.

149. After the outbreak of the war, while the method
of commodity loans was continued for grain and cotton,
direot purchase from farmers was also resorted to for
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a number of other field crops ard for wool and dried
‘fruite a8 they could be easily stored and therefore
handled without much risk by the Commodity Credit
Corporation.  Where the farm produce was a raw
.material entering into the production of a processed
commodity, the CQrpor&tlon guranteed to purchase ithe
processed commodity from the dealers and processors at
fixed prices, on condition that they paid fixed prices
to the farmer for their purchases of the raw material.

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

151. Under the circumstances, it is desirable that in
India the State should undertake direct purchase and
sale operations, even though it involves the construction
of warehousing and godown accommodation on &
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 tp it at the minimum price and under-
take to releas: stocks at the maximum price.” The State
h,°weve'-‘ shonld remain free to purchase on its own initia-
t1ve any quantities in the market at the current price for
the purpose of building uy its buffer stocks and turning
over the stocks from time to time. '

atw% It is pecessary that the guarantee to purchase
3% the minimum prices should be effective at all
l:&gg;:t&nt market “centres in the country. If it is made
produlc:;e 0111;_7 at & few centres in 8 Province, then the
o th:ﬂ dm distant parts may mnot be able fo
‘theipr r da. vantage of the minimum price by relling
o produce direct to the State and the benefits of the
guarantee would be received only by the traders and
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the wholesale dealers. In a predominantly agrioul-
tural country like India with producers educationally
backward and traditionally tied to the local money-lender
and trader, it ig 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 perméating the entire
field.

153. The guarantee of & minimum price will eall for
measures of regulation designed to faoilitate its 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 mansgement. - The State
will have to employ some of these measures sz & normal
course, while in the case of others it should obtain
reserve powers for use in special circumstances.

154. The regulation of imports will be necessary in
order t0 avoid undue strain on the purchasing organisa-
tion. If,the domestic price of a commodity is higher
than its . price abroad, there will be a tendency to
import that commodity until the increased supply in
the home market reduces the domestic 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 vequired to undertake
would be of such dimensions that they may prove to be
beyond the financial resources of the State. = With
unrestrioted imports, the State may find itself saddled
with an enormous volume of stocks without having
suoceeded in enforoing the mipimum prices in the market.
In order to avoid such a contingency, the regulation
of foreign import is an essential corollary to- any.
polioy of prioe fixation.

185. It should be open t6 the Btate to regulate
imports by any method that may basuitable in each ease.
One method of regulating foreign trade which was
In ecommon use during the depression and during war-
time was the. control of foreign exchange. The pos-
sibilities of exchange regulation are however now res--
tricted within very narrow limits by India’s membership
of the International Monetary Fund. The methods by
which the domestic level of prices can still to some
extent be insulated from international prices are tariff
duties, licensing and quota restrictions and State trading,



80

166. Each of vhese methods hasits own advantages.
Tariff duties have the advantage that they permit free
movement of goods. subject to the payment of the tariff
and ‘therefore provoke less resentment from the trade
than quantitative restrictions. On the other hand,
they suffer from the handicap that they cannot be revised
at short notice in the light of changing circumstances,
unless they are sliding scale tariffs, as tariffs are usually
imposed by legislative action and not by executive
direction. Quantitative restrictions through the fixation
of quotas and the allocation of quotas amongst the
licensed traders have the advantage that they definitely
determine the actual quantity of trade, They can be
altered as may be necessary by executive action, thereby
enabling & continuous adjustment with requirements
of policy. On the other hand, they are looked upon
with greater disfavour by foreign traders because of the
rigid barriers that they erect. State trading involves
the canalising of trade through a State corporation so
as to maintain domestic prices ata level different from
international prices, the corporation absorbing -the
difference. If the domestie price is higher than the
international price and imports of a commodity aie
stimulated on that account, the State corporation can .
purchase thése imports at the international price and
release them in the home market at the domestic price,
keeping the profit for itself. State trading can $hus be
carried on in & manner which will be less open to objec-
tion by the countries with which we have trading rela-
tions than either tariffs or quotas. While tariffs and
quota. definitely restrict the volume of trade and to that
extent may be objected to by foreign traders, a State
corporatién by canalising all imports through itself can
be worked without doing harm to the interests of other
co_untnes. St_a.te trading to this extent is quite consistent
with the continuance qf private trade as the oorporation
need only work as a directing, financing and regulating

mechanism, leaving the actual dealings to the channels
of trade. T

187. We are by no means unmindful of the nrine; .
’la?,:d down in the Atlantie Charter which call f(l)):li'leellal,);zﬁi'
tion and ultimate abandonment of all types of obstructions
to internafional trade and commerce, We are also
aware that a Conference is being convened by the
United Nations for the purpose of considering the setting
up of a permanent international Organisation for secur-
ing cO(.)rEilna‘bIOP between nationg) economic policies,
maintaining a high and stable leve] of employment, end
reducing barriers t0 trade and comperce. While we
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are in full sympathy with these general objectives. it is
in our view important to bear in mind that expansion
of trade by the reduction of barriersis not an end in itself.
Though such an expansion of trade is necessary for the
maximum utilisation of the resources of the world and for:
the concentration of production in the lowest-cost reg-
ions, it is after all only a means for securing high and
stable levels of employment and satisfactory standards
of living within each of the mutually trading areas.
The means must therefore be adapted to the circum-
stances of each country if theend is to be attained in all
of them. Though access on ‘equal’ terms to the trade
and raw materials of tho world may be a desirable and
ultimate goal of policy, the fact remains that at the pre-
gsent 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
roegulation of international trade by backwerd countries
and that such regulation may have a prejudicial effect for
the time being on other countries though every effort
should be made o mitigate such effects. It is essential -

“that the economy of each country should be developed

in a balanced manner and to the fullest extent in as
short a period of time as possible, because unless all
countries are relatively in the same stage of economie
davelopment, full economie collaboration on equal terms
will not be feasible and free trade will not he restored.
Wo therefore recommend that any international obliga-
tions that India might enter into in the future, should
bo consistent with her freodom to regulate her interna-
tional trade in such monner as may be necessary for the
enforcement of her agricultural price policy.

158. The régulation of renta and wages is necessary
as & corollary to price policy in order to ensure that
tho benefits .of tho price guerantee reach the actual
cultivator and the agricultural. labourer. There is the
danger that the landlords may usoe the price gnarantee
as e pretext for raising rents on the ground that the
tenanks get higher prices for their produce. The agricul-
turcl labourers who are entirely unorganised and are not
always aware of what in fairness is due to them may con-
tinue to be exploited unless steps are taken to enforce
the payment of minimum wages to thoem,

159. In.specia-l circumstances, the State may need powers
to regulate the acreage under crops. The limitation of
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supplies at the source by controlling production is one of

the most effective ‘methods of maintaining support pricee,

and it was extensively used in the United States of

America under the Agricultural Adjustment Act. As

‘s matter of fact, during war-time, attempts have been

made in India as well to regulate the acreage under

particular crops in certain areas. Since 1940, the acrcage
under Jute in Bengal has been regulated by a licensing
system 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 cage of Jute, various measures have been taken to
reduce cotton acreage to the targets laid down. Legis-
lative action has been taken through measures such as the
Bambay Growth of Food Crops Act (1944) to increase”
the acreage under food crops. The principle of regulating
. the acreage under crops is thus already adopted in certain
cases and we recommend that it should form a permanent
feature of agricultural policy in the future.

. 160, - The State should also have the power, for use in
gpecial circurmstances, to enforee adequate stg{nda.rds of
management in farmingso that thelandlord, enjoying the
security of guarantecd mintimum prices, should not remain
free to neglect his land. In fact, the power to enforce
efficient methods in agriculture is a necessary comple-
ment to the power to regulate acreage under different
crops since efficient and intensive cultivation is no less
important than increasing the cultivated area for pur-
poses of expanding production. ’

161. The maximum price will have to be enforced by
the State by selling’ judiciously from its reserve stocks
&% that price. The experience of price control during
zixe war has shown clearly that unless adequate stocks
m:ri—n E;u.ltmped for the purpose of releasing them in the
belo: tl}n times of scarcity, the attempts to hold prices
are co "_Te n(liﬁxllmum will fail. Unless trading interests
tl nvimeed that Governinent have in their possession

he physical resources necessary to break the back of a
‘;;?1ng‘ ma;ket, control of maximum prices will be in-
w.ialctwo. Though the undertaking to release supplies

Ll normelly hecome operative only when the market
Pprice re.a.chefi the maximum, the State will be free to
se]l'a.t its discretion at any price and it should in fact,
~begin to operate as soon as the market prices show &
pronounced tendency to move towards the maximum.



83

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

183, Although normally an underteking by the
State to provide supplies to the market by sales from its
own stoeks will be sufficient to prevent prices from rising
above the maximum, it will be necessary to have certain
reserve powers to meet unforeseen emergencies. We are
of opinion that -the State should be armed with the
reserve power to undertake statutory price eontrol and to
prohibit & seller from taking or a buyer from offering more
than a prescribed price and a buyer from offering or a
seller from {aking less than a preseribed price. Sta-
tutory price conirol when it is imposed will be accom-
panied by penal measures for any bresch of the law and by
an administrative machinery for policing the market.
The State should also be armed with reserve powers to
requisition supplies and regulate the distribution of sup-
plies by rationing, whenever necessary.

164, The orux of the problem however, both in the
enforcement of the minimum as well as of the maximum
prices is the holding of . reserve stocks on an
adequate soale. The stocks in the possession of the State
must be adequate for the purpose, and the State should
be in a position to add to them or draw upon them as
the situation 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 accountthat the reserve stocks
maintained will also have to serve as a famine emergency
reserve., Experience has shown that in any year the
monsoon rains may be so deficient as to result in partial
or total crop failure - over wide areas. It is not always
possible to obtain imports at short notice for making
good the deficit arising from this cause and the State
should therefore have a sizeable emergency reserve as
an insurance against crop failure. -We thus envisage a
dual-purpose Teserve, which will function both for c?nforc-
ing prices and for meeting emergencies. While the
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purposes for which _such a reserve is to. be utilised
should be kept distinet and provision should be made
for all contingencies, the reserve cannot obviously
remain in two. water-tight compartments. In the case
of foodgrains in particular, & famine will call for the
utilisation of all available stocks and it will be impossible
to earmark any part of the reserve for any purpose other
. than relief. The reserves should be maintained at selec-

ted strategic centres within the country so asto enable
.them to be rushed at short notice to those threatened
points where the market prices show signs of departing

from the prescribed limits or where conditions of famine
emerge. - :

166, The reserve should be ‘exclusive of tho stocks
normslly held by the market for meeting the gap between
current demand and supply requirements. The reserve
will for the present have to be built up from imports,
gince internel foodgraine production is deficit to require-
ments and importa fill up the gap., When productl_on
within the country expands, such reserves should be in-

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

187. While a guarantes 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
fized, we desire to emphasise that these measures will sue-

ceed only if the monetary policy adopted by the State is of
‘a complementary character.

r Though market prices can
be influenced by State purchase, and sale operations,
these operations con only cope with marginal quantities,
and the supply and demand for the commodity as
expressed through money terms will still remain the real
basic forces for the determination of market prices. The
level at which market prices can, be maintained will
ultimately d.epend upon the level of national incomes and
the purchasing power of the population. It is only by
pursuing a monetary policy which will stimulate general
economic development and raise the national income
that we can create an environment within which the
price-guarantee can be made effectivao.

168. The responsibility . for enforcing the m
eAsures
recommended by ws should be ent at
corporation specia e fo & State

Uy constituted for thig’
should carry out th ' o dp::}%o?;;or&

] © necessary purchage an
tions and regalate the import and oxport trade in order
to implement the pri

_ ce fixation programme, Tt will need
fixed capital for the oonstruction of the necessary
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storage accommodation and working capital for holding
the reserve stocks, mecting «the expenses of turnover
and carrying out purchase and sale operations. Its annual
operating costs will include charges on account of
interest on fixed and working capital, depreciation and
maintenance of gcdowns, deterioration of reserve stocks,
storage, staff etc. The operating costs should in the
long run be met out of the profits of the corporation.
It may make » profit out of the difference between the
prices al which its purchase and sale operations are
executed in the domestic market and also out of 'the
_gdifference betwoen the domestic and international level of
prices to the extent of its import and export transactions,
The corporation should build up a strong reserve fund
out; of such profits to emable it to tide over difficult_

years,

169, We are glad to note that measures such as the
ones recommended by us arealso contemplated on an
international basis. The ¥. A. Q. has under consideration
a proposal to set up & World Food Board, whose functions
will be to stabilize the prices of agricultural commodities
over the world market, to establish a World Food Reserve
which will be adequate to meet any emergency that
may arise through failure of crops in any part of the
world and to finance the disposal of surplus produce
through special terms to cou_ntries where the need for
them is most urgent. There is also a proposalto set up
an International Organisation for Tradeand Employment,
and various Commodity Commissions with functions
more or less similar to those already mentiened. The
establishment of an International Wheat Couneil is also
contemplated. In course of time, these various bodiesmay
be suitably coordinated through & single machinery under
the United Nations Organisation which will deal with
agricultural commodities on an international basis and
maintain their prices within certain minimum and maxi-
mum limits. The nat‘ional price pthy shoul'd then be
suitably integrated with the lp'ﬁe_rnatlonal price policy
and the machinery set _up within the country should
work in close touch with the United Nations Organisa-

tion.

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

- commodities the demand for which is steady and easily
redictable, a relatively' smaller reserve may serve;
with others, the demand may be erratic, stocks
08y easily acoumulate, and control of the ma.rlfet may
require larger Teserves. There may alse be technical and
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physical factors which limit the period for which reserves
of different commodities ean be kept. ~Some commodities
may be dependent on foreign markets for the disposal of
surpluses, and beyond a point, it may be dangerous to
hold supplies off the market, as was seen during the
regulation of wheat in Canada, cotton in the U. 8., and
coffee in Brazil. Others may be dependent on home
markets and may be relatively insulated from in-
ternational factors. A large variety of factors will thus
have to be taken into account.

171. A broad distinction may be drawn between (i)
foodcrops, (ii) commercial crops, aund- (iiz) animal
husbandry products. Foodgraing 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 crops, weo include ~cofton, jute
gsugarcane and the oilseeds, 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. The success of enforcement measures will also
depend upon the number and character of the commodi-
ties selected for price support. While equity may demand
the extengion of price guarantees to all agricultural com-
modities, it is important to keep in view financial and
edministrative -aspects of the problem and the need to
hasten slowly in a new and practically untried field. We
are therefore of the opinion that price guarantees should
first be tried out in respect of a few important commodi-
ties and later extended gradually to cover all the strategic
commodities in the field of agricultural production. Atthe

same time, the dangers of applying the policy to far too
few commodities cannot be ignored.

i ot Any isolated at-
tempt to support the prices of a crop or two may lead to
diversion of acreage, mounting surpluses and problems of
disposal. We are strongly of opinion therefore that price-
guarantees should be tried out over a fairly large secto

of our agricultural economy right from the start, ff 2
halting and half-hearted policy were to he pursued ..and. tha
guaranteeg e_xtended to only one or two Crops " o the'
score of cautious experimentation and finaneiali crllv cee
the resulting inevitable fajlure may be held e “nan’
argument fora pOl‘i(‘V of innotion in theafut;_lre :r?d ?::C&l-
cutable harm done to the cause of farmers in this coﬁnbry
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Cmarrze VI
- Price-policy for Food Crops.

173. The necessity of extending the policy of price
fixation to food crops needs no special emphasis. Firstly,
since over 4/6ths of the cultivated area in India is
devoted Lo food orops, the income of the bulk of the
agricultural population depends on the prices of ‘such
crops. Secondly, in spite of such a high proportion of
our land being under focd, our national produoction still
falls short of our repuirements and an sssurance of &
remunerative price i8 necessary fer stimulating food
production. The average annual net imports for the 8

oars ending 1941-42 amounted to about 1 million tons
and the Foodgrains Policy Committee tame to the con-
clusion that annual imports on the same minimum level
would be necessary in the future. The Famine Enquiry
Commisesion allowed for a further 2 million tons on ace-
ount of theincrease in population since 1941-42, thus
estimating the annual requirements of imports at 3
million tons. The deficit in domestio production would
be even larger if targets are framed on the basis of a
minimum nutritive diet for the whole population.
Importe have no doubt to be resorted to as a short-term
measure, but our experience during the past .year has
shown how difficulf it is to secure adequate imports in
an emergency. In the case of foodgrains which are vital
to tho life of the people, it is unwise to place ourselves
in a position where we ~would be dependent on other
countries and immediate steps have Lo be taken to expand
food production within the country -to the maximum
extent feasible. An appropriste price-policy for food erops
ig thus of first priority not only from the point of
" miaintaining agricultural incomes but also from that of

securing maximum output. -

174, A price policy may not always be able to
reéonci]e the neocessity of ~assuring 8 remunerative price
to the producer and keeping the price within the means
of the consumer. In course of time we have no doubt
that this confliot of interests would be resolved, ainde
our proposals are only & part of a more _comprehensive
programme of economic development. which will result
in a general rise in the level of incomes and employment.
Until the price policy has produced the expected inorease
in efficiency and o itput per acre however, the price fixed
may in some 0ases prove beyond the means of certain
classes of consumers. The. remedy in such cases lies in
the grant of consumption subsidies to the olasses of



consumers affected. Subsidies on’ consumption were &
common festure of war-time policy in the U. K. and the
U. S. A. and any undue increage in the price of essential
food-stuffs was thereby avoided. In India also, the
principle has received acceptance in the sale of foodgrains
at cheap rates to essential workers during the war and
the supply of milk on concessional terms to children and
expectant mothers in certain towns. A separate Committee
set up u_m_ier the auspices of the Central Food Department
is examining the question of food subsidies and we make
a refereqce to it- only because of its bearing on prioce
Fhe policy. Such subsidies will be necessary until
increased productivity of land permits a reduction in
the prices fixed, : '

175, The fixation and enforcement of minimum and
maximum prices for food crops should be according
to the principles we have plroady discussed in the pro-
vious chapters. Duripg the traneition period, the mini-
mum_prices for foodgraing should he oguivelent to
the fuir purity prices and ell the prodmce thet is
offered to Governmont .should ba purchased by it at
those prices. Ip the post-trunsition period when normal
Bu_pl_ﬂy and demand conditions have been restored, the
minimum Prices for foodgrains should be fixed after due
allowance is made in the fair parity prices on account of
the various factors indicated by us, This may mean thut in
certain eiroumstances the minimum prices may have to
be fixed at levels below the fair parity prices. According
% some of us, any reduction in the minimum prices below
the fair parity prices should be limited to a maximum
of 124%, while according to others, no limitation should
!09 Pl&ped upon the discretion of tht; rice-fixing authority
in this respect. The market ril()}es ghould under no
ciroumstances be permitted to fall in futare below & 700k=
bottom minimum level, This limit is sot by the fixed
elements in agricultural costs and e fall in the market
E;mes below this level will upset the economic balance of

© country side. The Sub-Committ imous in
the view that the State should und e: ire 1;:lanbli ation
g’irll’ir;:;gt PéiCes from falling be.lowmrs‘uilahe at r%:k-b%ttom
that this undoms b oers of the Sub-Committee oonsider
five years. a‘fterta.km.g should operate only for the next
afresh in theelI: ;:hwh the position may br reviewed
while other me::tgabt of the general principles laid down,
1 should 0perateam of the Sab-Committes consider that

88 8 permanent i As
regards the sot part of policy.
ual level of the rock-bot injmum
some members of the Bub-Co itt oottom minite t:
it should be equivalent to th mmiftce Rold the viow b7 g
mo dity concerned in the i e average prioe of the com*
. principal producing areas, during



the quinguennium 1924-25 to 1948-29, e, g, Rs, 4-8-0 por

md. for wheat at Lyallpur with prices of other commaodi-
ties in normal parity with it; other members are of
opinion that it should be 25%, above this average, i.e.

Rs. 3/10/0 per maund for wheat at Lvallpur with similar

differentials for other commodities. During the transition

as well as duringthe post-transition periods, the minimum
prices should be determined for each erop for the major
producing areas, and the minimum prices for other areas

should be worked out therefrom making sufficient allow-
ance for the normal costs of tramsport, marketing and
other inoidental expenses. The maximum prices for each
area should be fixed on the basis of the minimum prices
fixed for that area. It should be the object of State
policy to maintain market prices of food grains within
the limits set by the minimum and maximum prices fixed
and for this purposs the State should guarantes to purchase
all supplies of such food grains offered toit at the minimum
prices and undertake to provide supplies to the market
by snlos from itm own atocks at the maximum pricen. It

should also tuke thé other moasures whish we have
previously described to enforce its policy.

176, A policy of price fixation for food crops has
the sadvantage that it can - be easily implemented
through the existing administrative machinery. The
Central and Provincial Food Depatrtments are already
operating a system which involvas the procurement of
stocks from within the country and from abroad, the
planned movement of internal stocks from snrpl.us to
deficit areas and the rationed distribution of grainsin
urban areas. The procuremoent operations of the Govern-
" ment profoundly influence the prices in most markets

* though the degree of influence varies according to the
extent to which the method of procurement approxi-
mates to a Government monopoly. The central feature
of our schome, viz, buying and selling operations by
the State undertaken to influence market prices is thus
alresdy in operation in & modified form. We consider
that the experience gained by the Agriculture and Food
Administrations during the war ghould be fully drawn
upon and utilised for implementing the price policy in
future, The present activities and policics of the Food admi-
nistrations should also be orientated during the traga}tlon
period on the lines of our proposals so as to facilitate
their full implementation when the m.a.chmery recommen-
ded by us in a subsequent chapter is set up.

_ 177. When a policy of price fixation for foodgrains
is adopted, the question arises as to which of the different
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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,
have expressed the opinion that in practice this would
mean-control of the prices of rice and wheat, the cereals
‘which enter largely into international trade. In our
view, however, the control of the prices of jowar and
bajra is no less important. The following table shows
an estimate of the average all-India acrenge (reporting
and non-reporting areas included) under different cercals
during the normal period of 1936-37 to 1938-39 and for
the year 1043-44.

Area under Cereals

{in '000 acres)

Normal, 1943-44,
Rice 71,622 84,938
Wheat 35,705 34,859
Jowar 38,129 39,425
Bajra 19,487 24,222
Maize 8,129 8,712
Barley 7,174 7,634
Ragi 5,780 5,734
Small Millets 8,609 8,643

200,635 214,167

e ettt P, Pt _— -—

(Source : Worked out from  figures given in *F ool
Statistics of India ', Statement No. XIII.)

During both the periods under reference, the aree
under jowar and bajra, taken together, accounted for
28% of the aggregate area under all cercals as compared
with 389, under rice and 18%, under wheat in the normal
Period. Inthe year 1943-44, moreover, there has been o
large increase in the screage under bajra. Thus from the
Point of view of acreage, jowar and bajra are of con-
siderable importance. Since millets and cotton
are substitute crops and diversion of area from ome
to another is pomsible, we consider that it Wwill be
Decessary to inciude millets in the price-fixation pro-
gramme. Millets play a predominent role in the eco-
nomy of cortain regions, particularly the unirrigated
zZones. Moro than one-third of the acreage under millots
18 concentrated in Bombay and Madras. In Bombay,
1t accounts for abhout 40%, - of the net area sown for’
all crops, while in Madras the percentage is about 25%-
. _Smc.e millets are consumed entirely within the country,
it will by no means be difficult to bring them within the
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ambit of a price-fixation policy. Government have
already fixed minimum and maximum prices for
jowar and bajra in the principal producing areas and we
see no reason why the policy should be discontinued.
For these reasons, we are of opinion that price-
fixatior should be extended in respect of rice, wheat,
bajre and jowar from the beginning and not confined
only t0 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 bsjra and is operative enly 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 (¢)
the quantity thatis likely to be required by the con-
suraers in periods of short supply, and (#4) the quantity
that will need to_be taken off the market by the State in
periods of excess production. Sinee a deficit in the
production of one crop may be made up by increased
production of another, it is desirable to use figures of
aggregate production when determining the excess and
defieit. Moreover, the entire production does not come
to market and the reserve stocks required have therefore.
to be related only to the marketable surplus of the
growers, In the present context, normal production is
determined with reference to the most likely
production during any given year in the light of past
experience. . The most likely production is that which
was typical of the largest number of years in the past,
or in other words the mode. Thé mode has therefore

been uged in the calculations which follow.

179. We give below a table showing the production
in British India of the four foodgrains under reference,
for the period since 1819-20, and the maxima, minima
and modes of each as well as of the aggregate.

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

BRITISH INDIA (excluding Indian States)

Year. Wheat., Rice. Jowar. Bajra. dggregate
1019-20 8.6  28.0 5.6 2.8 45.0
. 1820-21 4.7 23.8 3.8 2.0 34,68
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" Year. Wheat. Rice.’ Jowar. Bajra. Aggregate.
1921-22 8.4 27.8 5.6 2.6 4d4.4
1922-23 8.2 28.5 - 5.0 2.4 . 44.177
1923-24 8.0  28.6 4.3 2.2 38.1
1924-25 7.2  -25.2 4.2 2.0 38.6
1925-26 7.2 25.2 4.2 2.0 38,6
1926-27 7.4 241 42 25 38.2
1927-28 6.4 22.7 4.9 2.4 36.4
1928-29 7.3  26.5 4.7 2.1 40.8
1929-30 9.0 25.8 51 - 2.0 41.9
1930-31 7.7 26.5 5.0 2.4 41.6
1031-32 7.3 97.8 4.4 2.2 41.7
lod2-33 7.6 . 264 4.6 2.3 39.9
1933-34 1.5 24.9 4.8 2.1 39.1
1934.35 178 248 4.6 2.1 39.3
1035-36 7.6 223 4.5 2.3 36.7
1036-37 7.9 26.8 46 . 19 41.2
1937-38 ~ 8.7 25.8 4.0 1.9 40.4
1938-38 -8.0 22.9 4.1 1.8 36.8
1939-40 8.9  24.6 4.5 2.0 40.0
1940-41 8.1 21.0 4.6 2.3 36.0
1941-42 8.2 24,3 4.0 2.2 - 38.7
1942-43 9.0 23.0 4,2 3.0° 39.2
1943-44 7.8 29.1 4.8 2.6 44,1
194445 8.5  25.5 4.3 2.4 40.1
Maximum 8.0 29.1 . 5.6 3.0 ..
Mode 1.9 254 4.9 9.9 .
Minimum 6.7 21.0 3.6 1.8
Aggregate Maximum .. 45.0
- Aggregate Mode .. 40.0

‘Aggregate Minimum ., 36.0

Note—The figures for the period 1930-1945 ;
complete than thcse I;‘01: the carlier yau::;,er.?.n::f:f(ﬁl3
are therefore not strictly comparable,

. Bource : (Agricultural Statistics of India)

180. The I.C.AR. Memorandum i )
309%, of the total production of foodgr:?;m?ste;r th;t
to the market. On this basis, the maximum ou% !
and minimum distributable surpl ' pacad

illi 1 us would be 13.5
million tons, 12 mijllj d be 13.
respectiv-ely,’ ion tons and 10.4 million tons
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181. The difference between the maximum and the
mod e is thus 1.5 million tons, while that between the mini-
mum and the mode is 1.6 million tons. The figure of
1.5 millions may be taken to represent the amount that
may have to be taken off from the market by the 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 besis, the
reserve which must serve both purposes will have to be
1.6 million tons. It will be seen that this represents
about 49, of the modal production.

182. Another approach to the problem is to esti-
mate reserve stocks on some appropriate proportion of
the total distributable surplus marketed in bumper
years, this “being a 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
& general concensus of opinion that buffer stocks should
be between 3 to 4 months stocks, 4.e. 25 to 339 of the
annual distributable surplus, though a fow 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 pu

at 3.4 million tons. : |

183. The estimates of the stocks necessary as an
emergency reserve against famine may alzo afford some
guidance. The Foodgrains Policy Committee have
recommended the setting apart of 0.5 million tons of
grain as & Central Foodgrains Reserve. The ¥Famine
- Inquiry Commission also state that they do not think

that a reserve of this size would be execessive. This
" reserve however is intended only to bridge the period
required for obtaining additional supplies of food from
abroad. The reserve stocks necessary for maintsining
prices will naturally have to be larger in size.

184." The following estimates emerge fropi~ the basis,
which we have examined :— ,

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

6 Difference between mode and maximum/
minimum marketable surplus, 1.60
(#%) Replies to questionnaire (proportion of
normal stooks). 3.40
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(#1¢) Emergency Famine Reserve (F(_)odgraina.
Poliecy Committe¢ and Famine Inquiry
Commission).

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

185. We wish to make it clear that we comsider the
figure of 1} million tons as the irreducible minimum
for & national foodgrains rescrve, We are awarc that
the Food and Agricultural Organization of the United
Nations have under consideration at present a proposal
for sottrng up 8 World Food Board and that one of
its objectives is to establish a world food reserve adequate
for any emergeney which might arise through failure of
erops in sany  part of the world. We welcome this
proposal and hope that the Board, when_ established,
would pay special aitention to the Tequirements of
backward and undeveloped countries. We are of opinion
that a part of the reseve held by the Board should be
loceted in India in consideration of her position in

“South-east Asis. The reserve held in India by the Board
will however be quite disiinet from the minimum national
reserve of 134 million tons, which we have recommended.

186, The reserve stocks should be located at strategic
points so that they can be immediately utilised to
influence the market whenever the need ariges. This
implies that sizeable quantities will have to be located at
important centres, both inthe surplusand deficit areas, so
a8 to facilitate both procurement and supply operations.”
They may also be conveniently located at the ports
of entry, since the resvrve will consist partly of imports.
Bince Government will be purchasing all grain offered
to therr at the minimum price all over the country in
order to make the price guarantee effective within eas
reach of the cultivator, itsstocks will accumulate at the
selected small “market cenfres. On the other hand
. 8tooks will have to be maintained in the major Consnm:

ing areas in order to implement the unde!taking of the
State to provide supplies at the meximum price. The
problem’.of loeation of regerves in the context of their
maximum effectiveness is thus - g ‘complicated one
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and the centres of location should be ocarefully
selectod after taking into account all relevant considera-
tions. '

187. 1In view of the unequal distribution of stocks in
relation to available storage accommodation at different
centres, the storage arrangements will have to provide -
for an extra margin over and above the minimum reserve
stocks contemplated. We are of opinion that this margin
. should be } million tons and that for accommodating s
minimum reserve of 1} million tons, storage godowns
capable of aeccommodating 8 minimum of 2 million tons
would be called for.

188. The type of storage accommodatiom required
would depend largely upon the proportion in which the
different grains are held in reserve, the suitability of
bagged end bulk storage for each type of grain, and the
local conditions in the selected centre. Where bulk
storage -is oconsidcred suitable, the respective adva-
ntages of the Khatti type of storage familiar in the
TU. P. and. the elevator type of" storage known in
the west have to be examined. In a small centre
separated from the mandies where the producer has
o bring the grain to and move it irom the depot in
a bagged condition, the elevator may prove uneconomical,
On the other hand, in important port centres where the
turnover is large, the elevator type of storage may be
found convenient. '

189, We wish to draw attention in this connection
to the unsatisfactory position regarding _gra.in storage.
in general in the country. The Staite sholild construct
the storage depots required ' for its reseve stocks g,t‘
its own cosb. The roserves held by the State will
however be only a smail fraction of the tofal grain
surpluses which come into tho market. The storage
available for the normal commercial transactions in the
market has been shownto be unsatisfactory by the
experience during the war. The possibility of adopting
suitable logislation for licensing . grain dealers and
requiring them to provide a,pprove_d types of storage,
and of ostablishing licensed waréhouses under the
guspices of the State as proposed in the draf bill cir-
culated by the Resorve Bank of India deserves to be
gxplOTed' Such moagures ‘would minimise the losses
arising out of the Qutarior&tlou of grain- fluru;;g gtorage,
and p rovide negotiable warehouse- receipts .which will
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enhance the value of the seourity offered for markeb
finanoe. :

190,  The provision of adequate accommodation at
Railway Stations and main transit points also requires
consideration.. It is penerally held that the covered
accommodation provided by the railways on the goods
platforms leaves much to be desired and that good deal
of damage is caused to the grain by exposure to weather,
and by pilferage at points of despatch or transportation.
We understand that in some foreign couutries thero
is a statutory responsibility on the railways to provida
adequate sheltered accommodation for goods in transit

-and the feasibility of taking similar action in India needs
to be examined,

1901, The various points connected with the problem
of storage to which we have drawn attention regquire
detailod investigation. We therefore recommend that
the entire question should be examined by the appro-

priate departments in consultation with the commercial
interests concerned. ;

192, Even with the best arrangements for storage,
provision will have to be made for the regular turnover
of the stocks. so that they may not deteriorate unduly.
The exact method and extent of turnover will na?ura,lly
be determined by the peculiarities of each grain a.n'd
its capacity to preserve its quality under local "climatic
oonditions, The details of turnover should therefore be

carefully worked out in the light of the physieal and
‘climatic fa,ctofs 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, onthe basis of

maintaining and turning over reserve stocks of the order
of 1} million tons, and- of

roviding storage accommo-
-dation for 2 million tons, P _g . 8

104, With e

gard to the fixed capital necessary f
the cost of construction of godowns for accomm Inting

zfese:ve stocks, it mgy be mentioned that a go
storage accommodation has already be

by t.he' Centr.a,l, Provineial snd Sta{e Gi)ﬁgflil;f;?:teii
oonnection with their food distribution gcheme : d
further construction is still in progress. The ext,:ni? nof
godown accommodation available and under construction
may be judged from the following figures given in the
+Food Statistics of India”, (SBtatement No, OVI ).

odating
od deal



Statement showing storage accommodation available
and under construction in various Provinces
and States (in ’C00 tons).

Storage accommodation

available, tncluding Storage
. both Qovernment owned accommoda-
Province|State- ~ godowns and those tion under
leased from private construction.
persons.

_ PROVINCES. Bulk.  Bag. Bag.
Assam 9 28 10
Bengal .. . C e 954 315
Bihar e . . 45 .
Bombay .. .. 160 743 93
C. P. & Berar . .. 71
Madras . . . g0 43
N.W.¥F. P. .. . e 27 ..
Orissa .. . .. 42 42 17
Punjab e .. .- 00 . 100
Sind e mas . . 91 66
U.P. - . 74 253 -

Total Provinces 3975 2.273 705
CENTRALLY ADMINISTERED AREAS.
Ajmer-Merwara .. 1 2

Baluchistan - 2 .

Coorg. 1 1 .
Delhi . 15 10
Total Centrally : .
Administered Areas 1 19 12
STATES.
Baroda o o o 10 -
Cochin . . . .- 39 8

Hyderabad .. .. . ‘e 189 ..

Rampur ve .o . e Ki .

Travancore .. . . 63 85 23

C. 1. States .. .. o 16 8 .
Deccan States . . 8 ..

Eastern States . . . . 12

Gujrat States - 8 11 -



Kashmir .. .. .. 16 i
Khairpur .. ‘e .e - 1
Rajputana .. .o e 13 30
W. 1. States .. .. 26 158
Total States 14b 562 44
Grawp TorTaL .. 516 2,854 _ 761

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

195, Tt 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 godowns,
it appears that-the proportion of grain under bulk storage
to grain under bag storage is .in the ratio of roughly
16 : 85. It is difficult to say whether the same ratio
will persist in the future, butassuming that it does, 0.30
million tons of bulk storage, and 1.70 millions of bag
storage, will have to be provided for,

196: The cost of constructing these godowns may now
be estimated on the basis of the recommendations made
by Dr. F. p, Coyne in his * Principles of Cercal Storage’.
For bulk storagehe recommends the construction of godowns
of #he type built at Shamli in the U.P. by private onter-
Prise in 1944, but with additional bottom spouts. These
:re expeated to have a capacity of 1,000 maunds ( =36.7
n?ns ) and the cost of construction is putat Rs. 1/4/- per
th&und of storage space, i.e. Rs. 1,250/- per godown. Sinece
th: godowns are expected to be roughly 10 feet in height,

. ground area will be of the order of 120 sq. ft. and
abo ctUSt of gite and levelling may be takenroughly at
"l E Rs. 6 per godown. With regard to accommodation
¢ &g storage, Dr. Coyne estimates the cost of cons-
TUction of godowns for holdiig about 267 tons at between
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Rs. 6,000 and Ras, 10,000. We have taken Rs. 8,000/~
per godown as the average cost. The cost of site and
levelling in respect of each of these godowns may be put
at Re, 110/- .~ Using these figures, the fixed capital.
;-'eﬁuired for construction of godowns may be estimated as
ollows :—

Cost of construction of godowns for holding
reserve stocks )

. Cost of con,
Quantity Capacity Qosti of ¢, 0tion of .
-of regerve per No. of _ construe. required

stocka odown Sodowns - tion per 7.5 g0+
(Million (tons) required. godown gowns (Rs
tons). 7 . {Rs). orores).

Bulk storage 0.30 . 36.7 8,174 1,256 1.027

Bag storage 170  2067.0 6,367 8,110  5.164

The total cost of construction of godowns will
therefore be Rs. 1,027 plus 6.164=Rs. 6.191 crores, or
about Rs. 6.2 sxores.

187. The above figure of Rs. 6.2 crores representa
only a tentative estimate of the fixed capital that may be
necessary. In actual prattice the amount required may
be less because in many cases the State may not construct
its own godowns but might otherwise subsidise such
construction or obtain private godowns on lease on more
favourable terms. On the other hand, it must be re-
membered that the figure of 1} million tons of reserve
stocks which we hove taken for our caleulations is in the
opinion of some of us on the low side. Further, we under-
stand that there is a difference of opinion” amongst
technicsl experts relating to the estimates of cost put
forward by Dr. Coyne, and that they are considered by
some experts to be under-estimates. The figure of Rs. 6.2
crores may therefore be taken asa very tentative estimate
which may have to he considerably modified after
detniled technical investigations are made.

198, The working capital recessary for the purchase
of the reserve stocks will depend upon the stocks of cach
grain in the reserve and the prices of ihe different grains.
We may assume for our purpose that the reserve siocks
are split up into the different grains in the proportions of
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the respective modal values of their production end that
the prices in the cases of wheat, jowar and bajra are the
prescnt minimum prices fixed by the Government uviz.
Rs. 7-8-0, Rs. 5-4-0, Rs. 5-12-0 per maund ree.;pectwel'y,
and in the case of rice, for which no all-India minimum price
has been fixed, Rs. 8-8-0 per maund, i.e. Re. 1-0-0 above

the price for wheat. On this basis, the cost of reserve
stocks will be as under :—

Cost of Reserve Stocks.

e
sts.

Quanfity Cost per tqn.' Value

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

{million tons) (Rs, crores)

" Wheat ©  0.29 204 .2 & 5.02
Rice 0.95 272 3 _ 1 21.98
Jowar 0.18 142 14 5 2.67
Bajrs " 0.08 156 8 3 1.25

Torar 1.50 ' 31.72

Thus the total cost of reserve stocks will be Ra, 81.72
crores, or in round figures, Rs. 32 crores.

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

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

f‘ 201, We feel that it should be possible to raise the
clnxlf'i% capital required at- a rate of interest which would
' .

o m roughly to that on long-term Government Securi-
bles. During the last decade, this rate has varied
etween 349, and 2} % 1If we take 3%, for our estimate,

the annual charge on a fixed capital of R A
. 8.2 will
be Rs. 18.57 lakhs. ep o erores
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202. The interest on working capital may be caleulated
on the assumptiion that it may be possible to raise the
funds at the treasury bill rate. The treasury bill rate
has wvaricd between 39, to }9%during the last three
vears. If 39, is taken for our estimate, the annual charge
on & working capital of Rs, 32 crores will amount to
Rs. 16.00 lakhs,

203. The depreciation charges on account of godowns
maybecalculated at 4% of the cost on the assumption that
a godown will last for about 25 years; and the maintenance
charges at 1% of the cost of construction. The annual
charge against these two items will thus be 6%, on the coat
of construction of godowns which we have estimated at
Rs. 6.2 orores, i.e. Rs. 30.95 lakhs, - ‘

204, An average loss of between 2 and 3%, may be
expected on account of loss in weight and damage by
* damp, weevil att.aok and vermin, according to the Market-
ing Reports published by the Agricultural Marketing Advi-
sor. If an allowance of 239, on the total value of reserve
gtocks is made on this seore, the annual charge against
{his item may ‘E)e estimated at Rs, 80,00 lakhs.

205. The cost of bags for bag storage may be assumed
to be Ras. -/8/- per bag of 2 meunds, which becomes
unserviceable after one year. This is slightly below the
current market price of gunny bags. On this basis, the
total annual charge on account of 1.275 million-tons of
grain which we estimate may be astored in bags, will
amonnt to Rs. 86.76 lakhs.

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

Province. Rates of Percentage rate
Commission. of Commission.
Punjab. 9.9 pies per md, 0.52
Sind. 1} anna per md. , 0.78
Bengal - ) 1.00
Assam. 3 annas per md. for
first 95,000 mds, 1.90
C.P. 1 anna per md. 0.63

Bombay. 8 As, per bag of 182
Ibs, 1.70
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(Rates of Commission -have been taken from the
Report of the Foodgrains Policy Committee,
pp- 57-60. Percentage rates have been worked
out on the basis of a price of Rs. 10/- per
maund which was roughly the price prevailing
in 1943).

It would appear that 1%, on the value of grain
~handled would be a fair remuneration for purchasing
agents. Assuming that reserve stocks of the value of
Rs. 82 crores are turned over once every year on an average,
the .total annual c¢harge under this head may be
estimated at Rs. 32 lakhs,

207. Since the programme is to be worked through
normal trade channels on an agency basig, the only
staff that is necessary is on account of the central
enforcement machinery. The expenses on aceount of
such staff may be estimated roughly at Rs. 8 lakhs.

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

ltem, Annual Expenditure.
(Rs. lakhs)

(4) Interest on fixed capital. 1867,

(¢i) Interest on working capital. 16.00,
(13%) Depreciation and maintenance of

godowns. ' 30.95,

(iv).Deterioration of buffer stocks. 80.00.

(v) Cost of bags for bag storags. 86-76.

(v{) Agency Commission. ' 32.00

(vid) Expenses for staff. 3.00.

TOTAL. 267.28.

The annual operati ill the order
of Rs. 3.00 croresl.) ng cost will thus be of the or

i f)%at:h The aggregate modal production of these eropy
about 15ilordel' of 40 million tons and the total valu

Wi ans. 870 crores (valued at Rs. 8f- per maund).
thus 0‘2‘_‘%‘;113»] operating cost of Rs. 2-6T crores, it is
o b']'tp S8Ible to introduce a reasonable dogree of
Stabllity 1n the production of crops worth Rs. 870 crores.
In view of the security that it will provide in the lives
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of the large mass of people .in the country whose

fortunes are linked up with these orops, the comt
is small.

210. We wish to make it clear that the eatimates of
cost which we have worked out are only tentative and
relate to reserve stocks of only 1.5 million tons. In-
times of depression however, stocks of much greater
magnitude may have to be purchased in order to make
the minimum price effeotive and the cost of enforcement,
may be considerably higher. In certain_circumstances
the enforcement programme muoy also involve Josses to the
State. Tt is however precisoly against such contingencies
that the oultivator needs protection, and we are strongly
of opinion that the State should not then be deterred

from enforeing its price policy by purely financial
oonsiderations,
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CrarTErR VII.
Price-Policy for Commercial Crops.

211, Although we give first priority to the fixation
of the prices of food crops, we are not unmindful of the
important position beld by commercial crops in the agei-
cultural economy .of the country. It is true that the
proportion of the total cultivated area devoted to com-
mercial crops is small, but i particular regions thoy
occupy & very -important position, and fluctuations in
their prices have a great effect on the economy of those
regions. They constitute the basic raw materials for some
of the major industries of the country, and their steady
supply at fairly stable prices is of great significance to
manufacturers, and to consumers of the processed products.-
They also include some of our chief articles of export,
and any diminution 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,

212. The price policy for commercial crops should be
based on the general principles which we have already
rocommended. This implies that pending detsailed 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 erop 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, '

213, The prices suggested by parity caloulations
should be suitably adjusted so as to fit in with the general
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policy of the State in regard.to domestic industry and
foreign trade. The methods of implementation of: price-
poliey will also have to take into raccount the- trade
practices peculiar to ‘each crop.: We therefore -consider
1t - fruitful approach to study previous -attempts
at the regulation of the prices of commercial crops in
this country, and to examine to what extent the existing
schemeés are capable of improvement in the light of past
experience. For this purposo, we review the achemes. of
regulation in respect of jute, cotton and sugarcane, allof
‘which have been subject to price-fixation for some time. .

214, To take jute first, even as early as -1932-33, -the
Government of Bengal had attempted to persuade the
cultivators by propaganda to voluntarily restrict.the
acreage. under jute in order to meet the situation oreated
by the depression. " This -voluntary campaign:was not
- however much of a success, as may be seen from the fol-
lowing table given by Dr. Burns in his ‘Technologieal,
- f’oss’ibi)lities of -Agricultural Development in JIndia?,
. (p:"38):

..-8eason.  Extent of voluntary feduction = Aéreage soum
‘advised by Government. . in Bengal,
{000 acres)

1934:35, nil. N 2,348,
-1935-36. ° 5/18th of acreage in 1934-35, 1,018.
1936-37.  1/3rd of acreage in 1934-35. 2,251,
'1937-38. - 3/16th of acreage in 1934-35. 2,200,
1938-39.  Same as in 1837-38. 2,522,
1939-40. ° 2/18th of acreage in 1937-38. 2,650,

The cultivatofs generally were irclinod to so%’ more than
tho acreage advised by Government.

""81%. " With the dutbroak of the war, tho trade in. jute
products with France, Germany, Beigium, Italy and other
European countries practically ceased, and this meant
& loss of ahout 569, of the pre-war export market for these
commodities. On the.other hand, in 1840, an oxcop-
tionally large orop of 13.2 million bales was harvosted .
because cultivators grew as much as possible in the sxpect-
ation that licensing legislation would be passed in the follo-
wing “year and that the licences would be based on the
acreage sown in 1940. As a'result, a slump in prices was
throateried. TFor some-time, the Government of Bengal
tried to suppors .the.-market: by open..market purchases,
but later abandonmed their plan when the Indian Jute
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Mills Association agreed to a scale of minimum buving
prices. In.Ddcember, 1940, a conforence was convened
. by -the Government of India to devize ways and means
for avoiding a fall in jute prices, . At this conforence,
the Association agreed to rocommoend to its mefmbers
the adoption of a buying progremme upto spocified
quantities according to a fixed time-table, and any de-
fioiencies in their purchases were to be made good by
corresponding purchases by the (Government of Bengal.
In actual fact, though the purchases made under the pro-
- -gramme fell ghort of the stipulated quemtities, no further
action was found necessary as the announcement itsolf
acted as a steadying influence on the market and the heavy
buying by middlemen and dealers supported the prices.
‘The mills who were first hesitant about the buving pro-
gramme found that they had made a profit as they had
purchased their stocks at a prico which turned out to be
low in the light of subsequent developments.

" 215. These were however only temporary expedients
and it was recognised that more drastic action was re.
quired to rostore the balance botween demand and supply,
In 1940 therefore, the Jute Regulation Act was enaoted in -
Bengal and it was followed by the Bangal Raw Jule
Taxation Act of 19841, Under the lattor Act a small
cess was placed on jute .equivalent to two annas on
oevery maund of raw jute purchased by a mill or
gent outside Bengal. The. procesds of this cess paid
_for the jute regulation staff who were charged with
the duty of issuing licences for the cultivation of jute
and of seeing that the acreage sown did not oxceed
‘the maximum acreage permitted undor the licenes. The
‘standard acreage’ under jute was declared to be 5,399,285
acres. On the basis of an estimate of probable world
demand, maximum acreage was to be fixed in advance
of each season by the (Jovernment and a flat proportionate
reduction was t0 be applied to each individual grower’s
Bereage. The following table compares the acroagos
liconsed with those actually sown :— '

Bengal

Swgon.‘ Acreage Licensed. Acereage soum,

) (000 acres) (000 acres)
1941-42 © 1,634 1,533
1842-43 3,190 2,704
1943-44 2,559 2146
1944-45 2,563 1,694
1945-48 . 2,647 2.018

(Source: Indian Central Jute Committee).
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The actual screage sown has generslly been below the

" licensed aoreage, as price factors have been relatively
more favourable to rice.

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

-

Harvest prices per maund of raw jute :

: , R8. As, Ps,
1040-41 -8 8 4
1941-42 7 ‘2 8
1942-43 10 10 @
1043-44 11 14-0
1944-45 14 15 VU

(Sources : T.C.J.C. for 1040-41 to 1943-44, The
figure for 1944-45 has been worked out from

harvest prices given in the Indian Trade
Jounral).

218, Maximum and minimum prices of raw jute wsre
- fixed by the Government.of India from time to time,
the last notified prices ranging between Rs. 114/- per bale
(Rs. 23-7-3 per maund) minimum end Rs. 125/- per bale
{Rs. 25-11-5 per maund) maximum for Dundee first and
Rs. 72-15-0 per bale (Rs. 15-0-4 per maund) minimum
snd Rs, 82-10-0 per bale (Rs. 16-15-9 per maund)
maximum for white Jat Middles, Maximum prices pf jute
goods were also fized .at appropriate levels. he
problem during the war, broadly speaking, was regarded
83 that of preventing prices from going abbve the maxi< -
mum levels. Complaints were voiced:that maximam
prices were 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 confrol over such developments
was howover exercised by export allocations on a pre-
war basis, first by the Combined Raw Material Board,
and subsequently by the Government of India. Recently,
the controls over the internal and export prices of jute
have been withdrawn and at present, only quantitstive
control of export remains coupled with ah enhanced
export duty.

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

220" With regard to cotton, the declaration of war
had at first a bullish, effect on the cotton market and
upto '1941-42 the acreage increased in- apite of the ner-
vous feeling caused by the loss of some European marketa,
The average price:obtdined for estton in the first two years -
of the war showed an increase as compared with 1937-38
and ‘193839, The mill consumption of Indian cotton
also showed an upward trend. The position deteriorated

. however ip 1941-42 when the Far Eaitorn markets were
lost ag a result of the entry of Japan into the war. The
cotton crop for 1941-42 was unusually large, being esti-
mated at 6.13 million bales as compared with 6.08 million
bales in 1940-41 and 4.91 million bales in-1939-40. To
meet the situation the Indian Central Cotton Committee
appealed to all Provincial Governments and States to
;etil;zcb the acreage under short staple cotton by at least

a »

221. During 1942-43, the position of cotton. under-
went & change for the better. The * Grow More Food ’
campalgn was meeting with an increasing measure of
Success, and the area under cotton was reduced by 22
per cent and the yield of cotton was 26 per cent less than.
,tdhe- corresponding -figure for the preceding year. The
t}?mestac’. mill industry also was expanding as a result of
h ni?l-‘wartlme demand for piece-goods. These favourable

Inlluences gradually raised the price of cotton. The,
gzga;{l,:n;;?gr thf; llnd_i?n Cotton Contract . (Jarilla) role:u

v on 3lst of Aug - on the
12th of March, 1043, August, 1942, to R_s. 637

'Coiztlz'tl)ll- :% gas against this background that the Cotton
overn ooy of the Government was evolved. The
within n:;ent aimed at ‘maintaining the price of c_ot.f:‘on
By thes(f'ted _floom -and . ceilings for different varieties.
Prohibiti otth (Forward Contracts Current and Optiox_m

rrent g’:)' Ofdel','_t!lq - Cotton (Forward- Contracts in
to these ?ips Prohibition) Qrder, and the amendments
to deliveror ors, forward trading in cotton was confined
ment anny contracts and on May 21, 1943, the Govern-
ounced the. rates at which contracts remaining

open were to be liquidated: For the :Indian Cotton
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Contracts in the Bombay Market, the rate at which the
contracts were to be liguidated was fixed at Rs. 568/-
for July delivery, but Government made it known that
the fair price for the same quality would be Rs, 550/~
and advised the mills not to pay more than that price.
Fair prices for other qualities were also indicated, rang-
ing form Rs. 315/- per candy for Bengals to Rs. 760/-.
for Combodia and Punjab American 289 F. As these
regulations led to satisfactory results, in October, 1943,
the Government of India excluded the Indian Cotton
Coptract from the Cotton (Forward Contracts and
Options Prohibition} Order, 1943, and permitted -the re-

opening of trading in cotton futures in the market of the
East India Cotton Association, Bombay.

223. The ‘ ceiling and floor prices ’ have bden modified
from time to time, and for the 1945-46 season stood at

- Rs. 530/- and Rs. 360/- respectively, per candy for Jarilla.
Cotton. The floor prices were fixed at & level designed
to induce the cultivator 1o reduce the area under cotton
in favour of food erops. In response to representations

that this floor was unremunerative to the growers, the
floor has recently been raised to Rs. 430/-. : .

224, It may be noted that Government have under-
gaken to buy cotton whenever prices showed s tendency
to. fall below the fixed minimum prices. During March-
April, 1944, cotton prices declined precipitately up-country,
particularly in the Broach district. Although the Indian
Cotton contract in the Bombay Futures Market had not
resched the floor level, Government intervened imme-

diately in the morket in Broach district, and purchased.
. cotton on their own account. Later in April, when the

Indian Cotton control touched Rs, 418/- May delivery,
Government purchased Jarilla $” staple in Bombay
and in up-country centres on the basis of Rs. 410 per
candy ex-godown Bombay, American seed styles in.
Sind and Punjab and Hubli-Jayawant in the Compta
District. In June, 1944, when the I.0.C. July delivery
fell toRs. 400/-, Government purchased all varieties of colton
tonderable against the contract at rates based .on’ the
tendering differonces fixed by the ‘East India Cotton
Association for May delivery. ' '

225. Owing to variations in outturn of lint from
kapes, and variation in the quality of that lint, it was not
found possible to purchase kapas (seed cotton).
Only full-pressed bales were purchased. The purchases

were carried out through 18 agents in Bombay and 21
agents in Karachi, subject to adjudication on the quality
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by ad hoc committees in both centres. (Gevernment until
the end of 1946 sold only such varietios as were in short
supply. In Decembor, 1944, Broach Cotton was in short
supply and Government began selling their holdings
of Broach Cotton to the mills and these sales continned
during January and February, 1945. Towards tho ond

“of 1945, the reduction in cotton” production began to
affect supply to the mills and Government defined their
seiling policy, as follows :—

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

(¢#4) sales were to be made as opportunity occured,
$o liquidate the Government’s stocks of
T8W cotton.

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

' 226. The measures generslly taken to reduce the
acreage under short-staple cotton consisted of sub-
sidies to cultivators for diverting land from shorts
staple cotton to food crops, and the curteilment of ireis.
gation fscilities for cotton. In some Provincos like
Madras, cultivitors woere required to plant 8 ce rtaln num-
ber of rows of food crops for s given numbeor of rows of
cotton. In Bombay, Government lsid down & maximum
proportionate limit to tho acrcage under cotton. There
was no statutory regulation of acreage for cotton, as for
Jut’? ‘in Bengsl, but the I.C.C.C. recommendod 8n sll-
India target acreage of 16.2 million acres for 1845-46,
and 14.4 million acreg for 1946-47.

'227. Besides price-regulation and reduction of acreage,
Government also resorted to regulation of exports of
both raw cotton and cotton -cloth by ellotiing quotas.
During the 1945-44 BOASON, &0 Overall Iimit of -800,000
bales wus sct to oxports of raw cotton, snd when in May, .
1?4.6’ this figure waa reached, furthor exports woere pro-
hibited. Recently, the export of cotton stapling 11/16"
and over wazs prohibited, and a limit of 200,000 bales was
80t t0 exports during the first four months of the 1946-47
Beason, apart from the export of 3 lakhs bales to Japai,

228. Tho post-war plan for the cotton industry re-
commended by the Cotton Textiles Panel sot up by the:
Planning and Development Department of the Govern-
ment of India ouvisages the expansion of the current
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mill production of 4,800 million yards per annum te
6,500 million yards per annum in the future, {.e. an in-
creace of about 349,. This will eall for a corresponding
increase in raw cotton production.

993 With respect to sugarcane, the Sugarcane Act
was passed by the Central Government in 1934, empower-
ing local Governments to prescribe minimum prices
for cane intended for use in sugar factories and to control
the aativities of various intermediaries sc that a subs- .
tantial portion of the price paid by the factories may
reach the grower. The U.P. and Bihar Governments
utilizod these powers and from 1934-35 to 1938-37, cane
prices in these provinces were linked to sugar prices by
s sliding-scale system, the percentage share of the cul-
tivator in the price of sugar decreasing with increase
in the value of the latter. In March, 1937, -there was
a bumper crop and consequently sugar prices declined and
it became uneconomic for the factories to crush cane at
_the prescribed minimum prices. To tide over the situa-
tion, the sliding sealo 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 6} As. per maund for cane
dolivered abfactory gates and 5 As. for cane delivered at
out-stations wore fixed. During thé next year, s schedule
of minimum prices varying inversely with the distance of
tho scurce of supply from the factory was prescribed.- '

 930. In 1958, the U.P. and Bihar Governments sssumed
more. effoctive conirol over the industry through their
Sugar Factories (Control) . Acts, These included pro-
visions for the following :— : :

(i) Prohibition of the erection of new suger -
factories or. of the extension of existing fao-
tories except by licence; ,

(i%) establishment of a Sugar Control Board;

(iii) reservation of cane areas;

(¢v) fixation of cane prices; o
(v) regulation of output of factories; and

.(vi) imposition of & coss on sugarcane,

931. The .provision regardinglicensing of new facs
ories and-extension of existing ones also provided fqr
compulsory membership of the Indien Sugar Syndi-
cato. The Syndicate wes originally formed in 1936-37

hen SUEAT prices were fplling to uneconomic levola 9nd
;: had helped to stabilise prices, - It was now recognised
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s8 the sole organisstion for the sale of all sugar produced
in-the¢ two Provinces and initially was given a free hand
in ‘the marketing of sugar and in the fixation of sugar
prices, The provisions regarding licensing also included
a clause fixing the quantity of sugar that could be manu-
factured by the factory-during the period of the licence,
which covered one crushing season.

232. A Joint Sugar Control Board was get up to ad-
vise the Governments rogarding the administration or
the Aots. The provisions regarding the regulation of cane
suppiied ‘to factories were administered by Cane Com-
nyissioners who were authorised to reserve areas for indi-

. vidusl factories. Purchase of ocane from a factory's
reserve area by another factory was made punisbable
under the Aots. Cane Cooperative Societies® were -also
organised to supervise the orderly marketing of ‘cane
and by '1838-39, the. cane supplied by these Societies
in the U.P. accounted for nearly half the total quantity
_orushed by the factories in the:Province.

233, The riles made under the Sugar Factories (Con-
trol) Act, 1938 by the U.P, and Bihar Governments
tequired the factories to accépt sll the qusntity of cane.
offered up fo the sanctioned crushing, limit. A lmit
was also ‘pliced on the amount which each md{wdual
producer ‘could ‘require a factory to accept, by stipulat-
ing that cane growers and Cane-Growers’ Cooperative.
Booioties in a'reserved area were entitled to offer -cane
during’a given season only up to the quantity produped
on one-third of the land suitable for sugarcsne ocultiva-
tion out of their holdings. ' '

. 234." In spite of these new powers, the 1938-39 season
led to ‘other complications. The crop was very Ppoor,
and the prices of both gur and sugar rose. The minimum
prices of canie for the season had been fixed on the assump-
tion that sugar prices would be about Rs. 9 Par;ma.und--
Wlfen‘ sugar prices touched Rs. 10/4[-, cane prices 18-
mained out of ‘parity and it became more remunerative
to turn to gur-raaking, While & maximum Limit wsas
Placed by the rules made under the Aot of 1938 to the
quantities”of cane-which -the cultivator eould offer- for
sale there was no rule: requiring him to -offer cane up to
8 minimum quantity and he was free to convert as much
of the ‘cane into. gur as- he- chose. ‘The ‘cane prices bad
jbhe_n"bd‘ be increased by 1 to 1§ As., per ma{unq, 4:tj_'hls
experience led in 1939-40 to ‘s revival-of the:sliding “seale
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system, the scale now being more favourable to the cul-
tivator when the prices rose. The result was that the
cane was diverted from gur-making to the factories, and
ag they were not able to absorb the increased supply,.
the minimum pricos had to be reduced.

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

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

937. Since 1942, the situation has been dominated

by the sugar price control instituted by the Sugar Con-
grolier for India, who exercises an overall. control on

the system outlined above., There is no change in the
method of enforcement of cano prices, but the prices of
manufsctured sugar ond the movement of sugsr are
controlled on an 2ll-India basis. The salient feature
" of the present system is the fixation of a uniform ex-
factory price for sugar of a specified quality. Al fac-
sories situated in high cost areas ave 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 Sugsr Committee state in reply to our
questionuaire that the freight advantage works out to
Rs. 1/8/- per maund in respsct of mills in the N.W.F.P.
and Rs. -/12/- per maund in respect of mills in Bengal.
The system has worked well on.the whole, but complaints
have been voiced on some occasions that sugar prices were
fixed at s uch lovels that the corresponding prices for cane
were not suffioiehtly attraotive to the ocultivator in com-
parison with the prices of food orops, It is noteworthy
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that recently Government have also fixed gur prices
and have notified a whole-salo price of Rs. 10/8/- par
maund.

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

239. This survey of the attempts made in the past
to support the prices of commercial crops indicates tho
factors which need to be takeon into account and tho
directions in which modifications may be called for, whilo
applying the general principles of pricg policy recommend-
ed 'y us to individual commercial crops.

240. The target of production or acreage should be
ou: of the important factors to be considered in the fixa-
tion of pricos® It should he fixed ab & level which will

* maot the demand for domestic consumption and exports.
This will depend on factors such as the capacity of the
manufacturing industry, the demand for the final products
at home and abroad, and the carry-over from the previous
years. Exports will have to be planned with reference to
the prices obtainable for them and the need for earning
foreign exchango to pay for ossential imports. In plan-
ning the distribution of the production amongst the domes-
tie industryand theexport markot, the general policyshould
be to export manufactured and somi-manufactured goods
In  preferenco to raw materials. These considerations
have already boon taken into account to some extent
in the course of the past regulation of prices of commer-
clal crops. Sugarcane prices, for instance, have besn 80
fixed as to induce the growers to sell sufficient cane to
the sugar factories to enable them to maintain a speci-
fic output. In the case of jute and cotton, a reduction
of the oxisting production appears to have been aimed at
rather than any spocific target of produetion. We
Tecommend that in future, specific targets of acresge
should be dacided after taking into acco: r the quanti-
bies required for domestic industry and fo xport, Price-
polioy Ei_hould be oriented to secure the dosirod trends in
production and if possible approximately fo-attain the
targets, -
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241. In addition to the targets of production in ros.
pect of each individual crop, rogard must also ho had
to the acreage under commercial crops in tho aggregate,
Food and commerecial crops are competitive to some ex-
tent and prices have to be so fixed as will bring about an
appropriate distribution .of the cultivated area between
these two major categories of crops, In the context of
th(.a presont difficult food situation, this implies thet the
prices of commercial crops should not be so high as to
oneourage any diversion of land away from food crops.
This consideration was very much to the fore in the
docisions of Govornment during the war regarding the
relative prices of commercial crops and food crops. Jute
and cotton interests have always complained that the pri-
cos of raw jute and raw cotton have been fixed at such low
levels that diversion of acreage to food.crops was inevi-
table. It has been pointed out that the actual acreage
sown t0 jute in Bongal 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 . moasures for aug-
monting food supply in the short period, it has to be
realisod that the area under commercial crops has al-
ready undergone considerable reduction, snd any further
reduction may have prejudicial effects on our domestio
industry and foreign trsde. We recommend therefors
that as a long term policy, food production should be
expanded by bringing new areas under cultivation and
taking medsures t¢ increasc the yield per acre, rather then
by divorsion of acreage under commercisl crops, and thot
. tho relstive prices of food crops and commercial crops
-should be fixed at such levels that they will evoke the
desired targets of production.

942. . Another important factor which nocds to be taken
into account is the relationship between the prices of the
primary raw matoriais and those of the finished products
msnufactured therefrom. In somo cases, particularly
if the tinal products are sold mainly in the internal maz-
kot and ‘enjoy & certain degreo of protection against
imported goods, the piices of raw materials can be fixed
first and those of the manufactured products adjusted
accordingly. This is also possible in the case of products
intended for an export market if the country enjoys &
monoply in such products, although oven then limita are
set by the competition offered by substitutes, It is nop
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however possible to follow this procedure, if the manu-
factured products have to face a competitive market.
In such cases the prices of the raw materials will have
to be fixed o the basis of the market prices of the manu-
factured products. The prices of commercial crops and.
those of the products manufactured therefrom sre thus
connected in a two-way rolationship, and prices can be
fixed with referonce to either end according to the deyroe
of comipetition which the manufactured product has to
face. The procedure of first fixing the prices of raw
materials and then adjusting the prices of manufactured
products in accordance therowith has been epplied in the
cege of sugarcano in the past. In the case of cotton,
_ the prices of cloth have been fixed on the basis of what

/the market will bear and the prices of raw cotton have hean
later adjusted to them. In the case of jute, the stoady
upward trend of demand during the war and the monoply
position which Indin holds in this ecrop have encouraged
a tendeney to first fix the prices of manufactured goods
and then adjust the prices of raw jute accordingly. .In
fact, the problem of raw jute prices has been viewed
msinly as one of securing for the cultivator a ressonablo
share in the prices of the manufactured products exportod
abroesd. Kach crop calls for special treatment in the
light of its peculiar circumstances and we rocommend that
these may he givon due consideration in the fixation of
prices. We wish to omphasise however, that care should
be taken to sec that prices are not kept at unduly low
lovels for any reason.

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

. %44, In the case of perishable crops which call for
tmmediato sale, statutory minimum prices enforced by
Gpvernment supervision will alone be effective. This
will mean that it will be an offence to pay the grower
& price. which is lower than the price fixed. Sugarcane
Prices are regulated in this way in the U.P. and Bibar.
The prices fixed are enforcod through an official machinery
headed by the Cane Commissioner, and orderly marketing
5 ensured through the Sugarcane Growers’ Cooperative
Societies. If statutory minimum prices are fixed for the
raw product, the manufacturer will have to « be allowed
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an appropriate price for the finished product. Since -
it would be unfair to saddle the manufnct}lrar with the
responsibility of taking over all the quantity offered to
him nt the minimum price, it would be necessary to limit
the quantity of raw produce which the manufacturer
is obliged to buy. In the U.P. and Bihar, the prices of
sugar also aro regulated in addition to the prices of cane
and an upper limit is set to tho quantity of cane which
each grower or Cooperative Socioty e¢an sell to a parti-
cular factory. The principle of regulation by statutory
prices is capable of application at the primary stage, .
only if a suitable official machinery is set up to check
abuses. Since the maintenance of a large inspecting staff

is apt to be resented, we rocommend that this method
should be sparingly used. '

245, Another method of implementing price-policy is
to undertake purchase and sale operations under the
auspicies.of the State. In recent yoars, prices of baled
cotton were maintained between specified “floors’ and
‘ceilings’ by undertaking operations of this type. In
other words, the method which we have recommended for
food crops was applied to cotton, not at the primary stage,
but at an intermediate, processed stage. “Such operations
however must be accompanied by measures which would
ensure thet the cultivators, in their turn, are paid prices
which are in conformity with those obtained by the sellers
of the processed products. The purchase and sale opera-
tions carried out by Government in respect of cotton
have so far been confincd mainly to Bombay and Karachi,
oxcept for a fow occasions when purchases were also made
at certain up-country contres, The price policy of the
Government hes thus boon sffective only at a few centres
and prices in other areas have romained out of alignment.
Sinee the buying programme was restricted to purchases of
" the procossed product, complaints have also been voiced
that it benefited tho intermediaries and speculators
instead of the cultivators. We recommend theiefore that
when purchase and sale operations are undertaken, they
should be carried out at all the important market centres
end adequate measures should be taken tc ensure that
thetr benefits reach down to the actual cultiwator.

246, Instead of the State intervening directly in the
markot, it may be possible to induce the trade to create
s marketing organisation of its own which would purchase
the row produce from the cultivators, hold stocks of the
commoditios 8t some appropriate stage in the process of
marketing and sell from stocks in the market, so a3 to

- maintain pricos within the range fixed by the State. The
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State could then supervise the activitios of such a body
snd componsate 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.

247. 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 objecticn to falling in with such
legisiation, provided they are compensated for 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
cages by methods of quantitative regu'ation While
the fixation of prices may succeed in_ attaining the tar_gets
of production, it may not by itself bring about the desu:ed
allocation of production between the home and foreign
markets. Quantitative control would then bea valuable
aid,  Such controls have been widely used by Government
during the war, and are still in operation. In the case of
Taw cotton, there is & definite policy of laying down export

. quotas in respect of specified varieties. In the csse of
‘sugar, steps have been taken on certain occasions to assure
each factory of a regular supply of the raw material, e. g.
by prohibiting the manufacture of gur in the reserved
8reas. Exports of cotton and jute manufactures and of -
8ugar are controlled by means of licensing and quotas.
V6 recommend that quantitative regulation of domostic
industry and foreign trade should be continued in order
%o reinforce price-policy.

249, The regulation of acreage is also of great imp9rt-
ance, The three crops reviewed by us have all beon subject
. to some measure of crop regulation in the past. The con_trol

of acreage has been enforced in Bengal in the case of jute

through a licensing system which limits the acreage under
Jute of each individusl grower, There has been no such
¢loso regulation of acreage in the case of cotton but steps
bave been taken to generally discourage the cultivation
of short-staple cotton, and the Indian Central Cotton

mmittee has been recommending acreage targets, In
the case of sugarcane, although its acreago is not subjoct
to ovorsll regulation, the reservation of cane areas does

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 aross it cannot buy from the areas reserved
for other factories, In view of this experience, we recom-
mend that the regulation of acreage should be used as
a reserve power wheon regulation of prices alone is not
effective. Through regulation of acreage, supplies can be
restricted or expanded at the source in accordance with
the requirements of domestic industry and export.

250, We recommend that tho above principles of
policy should be applied in the first instance to cotton,
jute, and sugarcane and extonded subsequently to other
important commercial ocrops such as oilseeds and tobacco.
The existing schemes of regulation should be oriented,
ns conditions permif, 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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CuArTER VIII
Price-Policy for Animal Husbandry Products.

351, The production of animal husbandry products
like milk, eggs and fish is relatively more doficient to the
requirements of the population than agricultural products.
1t is estimated in the I. C. A. R. Memorandum thet while
cereals and pulses need to be increased by 10 and 20 per
cont, raspectively, the production of milk, eggs and fish,
needs to be increased by 3009, cach, 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
ghould be established on a remunerative basis and that
the prices of these products should be supported at & level
which will induce the producers to expand their output.

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

253, To take milk first, it is generally accepted that
milk production in India i8 not sufficient to meet the
minimum nutritional requirements of the population,
. The annual net production of milk from cows, she-buffaloos
and goats has been estimated in the Report on the Market-
ing of Milk (1941) of the Agricultural Marketing Depart-
ment at 23 million tons. The consumption per capita varies
from 18 oz. in Sind to as low as 1.8 "0z and 1.3 oz. in the
C.P. and Assam, respectively, whereas nutrition authorities
generally consider 8 o, as the minimum adult requirement
for a balanced diet, '

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

255, The problem is two-fold. Firstly, it is
necessary to take measures to increase production, The
care of cattle including better breeding, better feeding and
oontrol of disease, will in the long run reduce the costs
of production per unit and expand production. This
may be best secured by the establishment of dsiry tarms
under proper standards of management and hygenic
control. The guarantee of an assured merket for fluid
wilk at » price which will provide the producer a higher
income ‘than what he gots at present by converting his
nmilk into ghoe will be another and the most effective
incentive to production, Secondly, steps must be taken
to provide rapid and refrigerated transport from the
areas of production to,the centres of consumption, so bs
to reduce wastage and keop down tho cost of transport,
to make arrangements for procossing  where necoessary
and to reorganise the machinery of distribution.

256, The problems of milk and milk products eall
thorefore for the setting up of two difforent types of machi-
nery, ono, for securing an increase in production ra:nd _thq~
other, for regulating transport, processing and distribution.
The two organizations should work in close co-operation
. with each other so as to secure for the producer & romunora-

tive price and make milk availeblo to the consumer at a
price within his means, :

257, "An illustration of the type of machinery which
wounld be suitable for this purpose is provided by the
scheme for the marketing of milk in Bombay City, which
we understand is under consideration by the Government
of Bombay at prosent. .The scheme contemplates the
getfing up of two bodies, a dairy corporation for organizing
increased production and a marketing board for arranging
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for efficient procurement and distribution. The first
body is to be a limited liability company, & majority of
its shares being held by Government and tho rest by the
public. The dairy corporation is required to establish, as
quickly as possible, farms capable of producing specified
minimum quantities of milk per day. The entire quantity
of milk produced by the corporation is to be taken over
by the marketing board, which will -be appointed by
Government and financed mainly by grants-in-aid from
Government, and partly by fees and funds levied in con-
nection with licences, etc. The board is to be the only
wholesale distributor of milk in Bombay. It will draw its
supplies from the production of the dairy corporation, the
creameries in the suburbs, and the dairy farms estab-
lished by other bodies, and pay a remunerative price to
the producers. Within the limits of Bombay city, the
board-will be empowered to set up processing centres
where the milk obtained from different sources will be
testad, 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
5et_up in the producing centres machinery for manufac-
turing 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
stated in the Bembay scheme but they are pz.-esuma.bly
left for negotiation later between the marketing board
and the producers.

258, The Bombay schome thus incorporates the fea-
tures of (¢) monopoly distribution within & small area,
(6) oontrol over & substantial proportion of the total
supplies, and (¢) the establishment of facilities for proces-
. 8lng surplus produce. We recommend that schemes on
similar lines may be undortaken for all predominantly
urban areas,

269. Even though measures are takeon to incresso
Pl'?d}lc'twn and to ensure efficiont distribution, it is the
opinion of experts that the price of milk will continue to’
femﬁ“ﬂ at & level which will be beyond the means of
OW-lncome consumers. We recommend, therefors, that
In view of the vital importance of milk as a protective
food, the State should subsidize the sale of milk to the
vulnerable classes of the population. The digtribution
of milk to children under two years of age and to expectant
mothers &% half the markot-rates is already in foroe in



123

Bombay city and the scheme is operated through a system
of milk ration eards which entitle the holder to & maximum
of 8 oz. per day. It should be possible to operate similar
 schemes all over the country and extend the benefita to
‘children of school-going age and to the sick. Apart from
the beneficial effects that such schemes will have on the
health of the people, the subsidisation of milk will create an

assured demand for » part of the supply and exercise a
stabilizing influence on the market,

280. The total annual production of fish was estimated

in the Report on the Marketing of Fish of the Agricultural

- Morketing Department (1841) at 659,000 tons, about one-
third being fresh water fish and the remainder sea-fish. On
B per capita basis this amounts to 3 to 4 1bs. per annum i.e.
less than 0.2 0z. daily. On the other hand, according to
nutrition experts, the desirable intake-by fish-eaters who
consume little milk or meat is 2 to 4 oz. daily. In most

. parts of the country there is no prejudice against fish as an-
article of diet and there is considerable room for increase
in its production. The Fish Sub-Committee of the Policy
Committee on Agriculture, Forestry and Fisheries has,
estimated that fish production should be inoreased at
least 10 to 11 times of its present figure.

261, At present the retail prices of fish are fairly high
but even so the fishermen’s share threin is hardly 409 in
most cases. Since fish are a highly perishable commodity,
the fishermen are unable to hold out for a higher price

- and hasten to get it off their hands as quiokly as possible,
As the I. C. A. R. Memorandum points out, the problem
is not so much that of catching fish as of gutting them
while in transit and conveying them as quickly as possible
to ports where they can be kept in cold storage pending
consumption. Even at consuming centres, chilled room
facilities are practically confined only to Bombay and
fish are 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 got ifrom the
middleman, Moreover, the constant . borrowings by
fishermen from moneylonders and their obligations to the
owners of boats and nets weaken their bargaining position
and enable the middlemen to purchase the catches at
prices much below the prevailing market rates. In some
cases, a8 in Bombay, middlemen enter into annual epninacta
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 &
price baged on what the consumer can afford to pay.
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Fish have boen known to have been thrown back into the
sea if the catch was too large and likely to lower prices
. and reduce the profits of the middlomen. Owing to
these conditions, the position of fishsrmen is extremely
precarious and they havs little incentive o increzss the
catch. '

262, The main difficulty in the case of fish is thus one
of organization and 1t can be hest solved by the organisa-
tion of Fishermens’ Co-operstive Socioties. According to
the Report on the Marketing of Fishof the Agricultural
Marketing Adviser, there arein allabout 200 Fishermen’s
Co-operative Societies in India. These societies finance
their members, sometimes assist them in the sale of fish
and only in very few cases, undertake the assomblage
and distribution of the members’ catches. They have
not therefore been sble to ameliorate the _copdl_tlon of
fishermen to any significant extent. The societies in order
to function effectively should supply boats and teckle
and other accessories o0 members ard should assist them
in marketing their catches at more favourable rates. There
are at present only six societies in South Canara end Mala-
bar, one in Orissa, one in Karachiand two in Bengal which
8re carrying on work on improved lines. We therefore
strongly endorse thé recommendation of the Fish Sub-
Committee that action should be taken to prepsre & general
pian for establishing Fishormens’ Co-operative Societies
throughout the country.

263, Pending the establishmont of such societies, it
may be necessary to fix at each centre the minimum
Price that should be paid to the fisherman and the maxi-
mum price that may be charged by the rotailer. Fisherman’s
prices will have to be fixed for different types of fish on the
‘bazis of the retail prices in the nearby markets, after meking
due allowanco for cost of transport, wastage, etc. With
the adoption of modern methods of catching fish and
Wwith the development of refrigerated transport and better
focilities for processing, it ghould be possible to add to

the income of the fishermen and at the same time reduce
the cost to the consumers,

. 209, Tho total net annual production of egee in India,
18 eatimatod at 3328 orores in the Reoport on the Market-
ing of Fpgs (1938) of the Agricultural Marketing
Adviscr. The per capitz consumption varies from 21.6
UgER per annum in Travancors, whore the production
of eggs is largast, to less than one ogg por annum in Raj-
‘putans and the Western India States, which are &ress
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of sparse production. For the entire population, the
per capita consumption works et 8 eggs per annum but
_ sinco & large section of the population are vegetarian, it

may be about 27 eggs per annum, for the egg-eating
section.

265. The reotail price of eggs beforo the War varied
botween 6 and 9 annas per dozen in most urban centres,
but it has now risen to ‘Rs. 1-8-0 to Rs. 2-0-0 per dozen.
The result is that eggs are practically unobtainable for the
bulk of the population. But considering the cost of
colicetion and the wastage involved in breakages and
doterioration, the spread between the producer’s and
consumel’s prices which averages about 44%, for- the
whole of Indi# in the case of hen eggs is not unduly
largo. Eggs do not keep for longer than a week to ton
days and there are hardly any facilities for refrigeiated
gtorage. There exist a few commercial cold stores where

small quantities ot_‘ gggs may be stored for s few days,
but these are confined to Kaischi,

Bombay, H
Wadres and Calcutta, ombay, Hyderabad,

266. In th.e case of eggs g.ga.in, the problem is mainly
ono of organization. The pivotal position in assembling
and distribution is held by egg-collectors who go round
tho villages and buy wp the eggs from the primary
producers. It is reported that there is generally a keen
cempetition botween collectors operating in particular
arons which oporates in favour of a higher price for the
producers. 1t is only when the egg-collectors do not col-
lect the egge at regular intervals that the producers suffer.

967. There are two ways in which improvemeonts in
organisation can be effected so as to assure a remunera-
tive price 1o the producer. One method Woulsi be for
Government to Jicense the egg-collectors and require them,
as a condition of the licence, to pay fair prices to the
producers and chargo fair prices from tho consumers. A
scheme on these lines is in operation in "Bansda State
{Gujerat),, and has been described in the Report of the
Agriculturel Marketing Department on the Marketing
of Eggs. In this State, the sole right of collecting eggs
for export i8 auctioned and assigned to only one party.
The licensoe has to purchase at a fixed price all the good
oggs that the producers may have to sell, the price of
purchase being announced &t the time of the auction.
The producers are free to sell eggs directly to individual
consumers, but for trade purposes they can soll only
to the liconsco or lis agent. The other method 8 to
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establish oco-operative egg production and marketing
societies., Better laying birds may be supplied to these
- gocieties, so thut the number of eggs produced may
incroage. The societies’ may also arrange to collect their
eggs and send them to the nearest town for retail sale.
In this case, it may not be necossary to fix the prices
" at which eggs may be bought snd sold. We recommend

that both these methods may be tried out, and adepted
to local conditions.

288, As a result of our survey, oertain featuros
sppear to be common to animal husbandry products as
a whola. Firstly, their production needs to be expanded
to & considerable oxtent in order to meet the nutritional
demands of the population. Secondly, the perishable
nature of the produce and tbe lack of suitable facilities
for transport rosult in the localisation of the markets and
in wide variations in the prices in different areas. There
is no such thing as an integrated all-India prico or even
an all-province price for these products. Thirdly, thore
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 available
o the consumer are normally beyond their means. Any
proposels for improvement must provide a solution for
these problems.

. 2069. In this context, & price policy must concern
itself with assuring » price which will provide an incen-
tive to the producer to increase his production. At the
same time every effort must be made to provide necessary
facilities, improve the system of marketing and reduce tho
costs of production, transport and distribution in order
to enable the produce to be sold over as wide & market
8t as low a price as possible. If in spite of this, certain
olasses of consumers find the price beyond their means,
%u_p_phes should be made available to them on & subsidised
f::lfil;n 'f(l)l:elmptlie{nentation of these principles will call
and mgrketiﬂm%f ;E the organization of the production
fizat; g ese products. The machinery for the

on and enforcement of prices will have to be con-

stituted on g local hasi i
" K asis because of the wide differences
In conditions in different areas.

The parity a i ' ’
. Tty approach which we have recommended
for the detan.mna.tlon of prices in the caso of food crops
and commercial crops is n :

. C not suitable for animal bandr
gl (')ducf't-.s. ._Smco ‘markets are exiremely ]oclgrllizegii; :.vid)c(!
Isparities in price levels persist, it will be undesirable
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to raise base-period prices by fixed percentages as it will
magnify the disparities and cause considerable hardship
to persons living in areas. where the base-period prices
themselves were unduly high. In the U.S.A., whenever
the price of milk™ calculated on the basis of giving
milk a purchasing power equivalent to its purchasing
power during the base-period is considered to be in-
appropriate in the light of the prices of feeds, the avail-
able supplies of feeds, and other factors which affect the
supply end demand for milk and its products, the
Seoretary of Agriculture is empowered to fix the price st 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
hsve thus to be fixed on the basis of actual - costs of
production rather than on the basis of parity alone,

271. 1In India, some data relating to costs are avail-
able in the Reports of the Agricultural Marketing Depart-
ment and in .the publications of the Punjab Board of

. Economic Enquiry but the costs vary from tract to tract
and the results of local enquiries eannot be considered to be
of general spplication. 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 -
* & proper survey of the position should be made to as-
cortain the cost of production, handling, ete. of milk”.
Wae 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 animel hus-
bandry in the major centres of production and consump-
tion and adequate grants should be given to Universi-
ties, Municipalities and other looal bodies for the purpose.
Until the results of such enquiries are available, prices
should be determined ad hoc by independent local bodies,
specially constituted for the purpose, in the light of a
general appraisal of local conditions.

272. With respect to the enforcement of the prices
fixed, the technique of buffer stocks and marginal pur-
chase and sale operations cannot be emplgyed in 13110 case
of these products, because of ifheir r_arp1d detenoratxpn
in storage. The only slternative will be fo exercise
some measure of centralised control over the distribution
of the available supply. The nature of regulation would
vary from ares to ares and from commodity to commo-
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dity as circumstances may mako it necessary. TIn some
cases, it may be sufficiont to merely license producors
and distributors and issue instructions to them. whilo
in others, the ontire supply may have to be purchased by
the State from the producer at a remuncrative prico and
released to the consumer at a price within his means.
The machinery of regulation should therefore bo suffi-
ciently elastic so as to adapt itself to the requirements
of any given situation. It should be so constituted that
it will be representative of the various interests concerncd
and yet will consider the problem from the point of genoral
public interest.

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

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

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

(#41) A Board may be émpowered to buy and to sell

or lot for hire to producers anything required,

" for the produection, adaptation for sale, or sale
of the product. - ‘

(iv) A Board may determine the price at, below or
above which, the terms on which, and the

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

A Board may be eéuipped with all or :

) onl t1
powers, according to its requirements, %ﬁg:;e(ﬁife::z:
types of organisations have been get up under this Aot
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. for different commodities. In some cases, the Board
acts as a trading body which is the sole agent for the sale
of the product handled; in some, it scts as a regulatory
body merely issuing instructions regarding the methods
and operations connected with the marketing of the

articles; and in others, it acts both as a trading and a
regulatory body*.

274. The experience of the working of thess Boards
has shown that while they have tried to improve the posi-
tion of the producers by enabling them to attein higher
prices than before and have introduced measures to im-
prave the quality of the supply, they have not paid equal
attention to stimulating the demand for these products
and lowering the prices at which they are marketed.
The Boards being composed of representatives of pro-
ducers have thought it their primary duty to guard the
interests of thogse whom they represent, although in prac-
tice they have had to nogotiate with distributors’ and
producers’ organisations and arrive at their decisions
by collective bargaining. The Milk" Marketing Board,
for instance, has been criticised for having neglected tho
retailing aspects of its problems and for having fixed the
retail prices of milk at a lovel at which many. classes of
- people are unable to purchase their requirements. Since

the Board has been subsidised by the Government through
the grant of minimum guaranteed prices, it is argued that
the control should be vested in the State rather than in:
the producers alone, so that there should be no conflict
between the objeotives of increased milk. production

and increased milk consumption, both of which are
objectives of national policy.”

275. The experience of the Agricultursl Marketing
Boards in the few years prior to 1939 has demonstrated
the difficulty of providing for the efficient organisation
of marketing on the basis of producer Papresentstion
alono. The Boards soon found themselves forced to
.negotiate with distributors and processors, whother the
lotter were organised on a parallel basis as in the cose of
bacon, cr in a trado organisation as in the case of milk, or
were included on the marketing board itself as in the
case of potaioes. Government policy therofore moved
gradually towards the establishment of indepondent
organisations dealing with all the  complex problems of
matketing. 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 case of milk also,
the Grigg Rfs-orga.nisation 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 & Milk Commission to
supervise the industry, but it wes subsequently withdrs wn.
In general, however, public opinion in England has come
to the view that it is necessary to transfer the power
of price fixing from producer marketing boards to inde-
pendent commissions. It is recognised that the producer
marketing boards have not in practice exercised their
power to fix prices without previous negotiations with
distributors and processors, but it is felt that even the
interests of distributors and processors are not always
identies]l with those of the community as a whole. The
task of price fixing as well as that of deciding the general
policy applicable to each product is of such vital impor-
tance that it needs to be vested in a commission com-
pletely independent of all sectional interests, who would
look at the problem from the peinf of public benefit alone
and fix prices which will be fair to all classes--producers,
meanufacturers, distributors and consumers.*

276, We recommend that similar steps may be taken
in India as well to constitute msrketing organisations
for different animal husbandry products o a local basis.
These bodies should consist of representafives of pro-
ducers, processors, traders and consumers, and should
function under the general direction of the State. They
should concern themselves both with the PEOble‘m . of
increasing production and with the problem of improving
marketing and distribution through the _establ:;hment,
of cold storages, processing ploats, end mfrsglemte Emn‘"
port. Tho State may subsidise partwulalj ?8-3803 l(: con-
sumers, if it considers necessary, by requiring sue 1 orga-
" nizations to relosso supplies to them at c‘oncessmna: rates,
reimbursing them itsel{ theresfter. The orgq.nlsat19ns
chould have attached to themsolvos impartial price.
fixing bosrds which should take into account all interests
concerned and dotermine fair prices.

_277. These are the gonoral linos on which & price
policy for animal husbandry products should bo ovoi'vgd.
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These will slso apply to other typos of perishable produce
such 8s fruits and vegetables. The 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 the course of years, when -
facilities for cold storage and refrigerated transport have
sufficiently developed, and a substantial increase in
production has taken place, it may become possible to
evolve an integrated price policy, first on a provincisl
and later on an all-India basis,
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CaarrER IX,
Adminsstrative Machinery,

278. The administration of the price polioy including
the determination of minimum and maximum prices
and the enforcement of these prices by appropriate mea-
gures calls for the creation of a machinery specially
‘adapted for the purpose. In 2 country of the size of
India; with Provinces and States in different stages of
economic development and fiacal stability, the formu-
lation of price policy is bound to be & complicated
affair, It will call for a carefully balanced administra-
tive framework designed to ensure that the autonomy
of the different political units is respected and the action
taken by each of them is effectively co-ordinated., More-
.over, it is important to associate public opinion with the
administration of policy ab appropriate stages so as to
minimise the possibility of corruptipn = and favouritism
and gecure popular support-for the programme.

279, It is desirable that the jurisdiction of the machi-
nery should extend over the whole country. - Prices will
have to be fixed for & large number of differént 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-rgl&ted
price stracture for the country as a whole. The fixation of
prices of agrioultural products in one region will not only
influence the prices of similar products in other regions,
but also influence the prices of manufactured products
becauge of theireffects on the costs of living and the costs
of production. The enforcement of prices also will call
for the purchase and sale of different types of produce

8t market centres all over the country. While Provinces
may be classified as surplus or deficit Provinces with
respect to particular crops, all Provinces are deficient
- 1n some crops and surplus in others. The Indian price-
structure has under normal conditions been an integrated
whole in spite of any pockets of rigidity that persist due
to insdequate development of marketing and transport.
¥ administrative machinery that is created should there-
fore have its scope of operations co-extensive with the
‘thﬂe country, if the unity of the price-structure is to be
maintained. While special arrangements may be neces-
sary for dealing with individual homogeneous tracts
within the country, we are of the opinion that these arrange-
ments should function within the frame-work of a
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machinery organised on anall-India basia and not inde-
pendently ofit. 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
poliey relating to all crops in all areas can be discussed-
on & basis of give and take. As stated by the Foodgrains
Policy Committee, ‘it is not rensonable to enforce sacri-
fices on one Province without reasonable cfforts being
made to see that the fruit of such sacrifices goes as far as
possible ‘in relieving the suffering elsewhere’. An All-
India organisation would be in the best position to uphold . -
this principle and to secure the largest measure of agree-
ment between the different provinces and states. If an
area then is required to partially sacrifice its interests
in the case of one crop, it may secure compensation in the
- cage of another crop and it will have the satisfaction
further that.its sacrifice has been instrumental in
producing benefits' in a sister area. We recommend,
- therefore, that the administrative machinery for the
formulation and execution of the price policy should be

constituted on an All-India basis covering all the~
Provinces and States.

280. The creation of an All-India machinery is beset
with constitutional difficulties, Under the Government
of India Act of 1935, ‘agriculture’, ‘trade and commerce
within the Province’, and ‘production, supply and dis-
tribution of goods’ are subjects included within the
Provinecial Legislative List, The Central Legislature hae
no power to legislate in respect of these subjects except
by the consent of two or more Provinces or in times when
8 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 Provinces on
matters falling under these subjects, but these directives
were issued under Section 126 (A) of the Government
of India Act which confers this power on the Ceptrfa,l
Government when & proclamation of emergency is in
operation and the Governor-General hes -declared that
the security of India is threatened by war.. This power
has ceased with the end of the emergency and the with-
drawal of tKe proclametion. Even when the Govern-
ment of India did. possess the power to intervene and
situations arose when such intervention became necessary,
there have been instances where they have not felt ;-[us'blf]ed:
in pressing their views to the length cf using their emer-
genoy powers, The Central Government have always had a
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feeling that 'in a constitution of a federal nature the
.constituent units, especially where & popular ministry
is involved, must be allowed due scope in the exercise of
the responsibility with which they are charged®., The
recent amendment to the Government of India Act makes
it possible for the Central Government to continue to
exercise some of their war-time powers even after the
D.LR. has been withdrawn, but it is unlikely that thesc
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‘mein-
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 ¥inal 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-

lity of making plans, in the light of local needs and capa-

city, and the final responsibility of cairying them.. But

it is necessary for the Central Government to take the

initiative-in co-ordinating the proposals and brin_gmg

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,n.d

agricultural situation in the country. As has been said

by the Foodgreins Policy Committe ‘hungry men do not

discriminate and social unrest does not observe the pro-

vineial frontier lines. The Centre, all the Provinces and all

the States have a common interest in seeing that the situa-

tion does not get out of hand’. This common_mt_erest

needs to be organized through an appropriate machinery .
for consultation, decision and execution.

283. This difficulty arising out of the conflicting
powers and responsibilities of constitutent units isby no
means unique to India and it was alsp experienced in
other countries whose experience will provide valuable
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guidance to us. It does not ordinarily arise in countries
with unitary constitutions, such as the United Kingdom
and France. In the United Kingdom, an Act of Parlia-
ment holds supreme over all subordinate law-making
authorities. In France also, under the Third Republic,
laws passed by the Chamber of Deputies had over-riding
authority all over the country. It is only in countries
with federal constitutions where the distribution of powers
between the federating states and the federation is ex-

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

284, The constitutions of the U.8.A.,, Canada and
Australin, 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 & period when ‘laissez faire’ was
the rule and industrial technique had not advanced, the -
tendency was to entrust as little power to the federation
and to retain as much power with the federating units as
possible, Under the stress of the increasing complexity
of economic forces and the growing consciousness of the
responsibility of the State for securing the. well-being
of the people, the balance of power as between the federa-
ting units and the federation has been undergoing con-
tinuous change through legislative amendment, judicial
interpretation or 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-
pions in several cases widening the powers of the Federa-
tion vis-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 Supreme
Court Judgoment in MeCulloch v, Maryland (1818)
in which the Court declared that **the States have no
power, by taxation or otherwise, to retard, impede, burden
or in any manner control the operations of the eonstitu-
tional laws enacted by Congress to carry into execution
the powers veated in the general Government ... The
congtitution makes no specific reference to agriculture
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a8 such and confers no cxpress powers on the Federal
Government in relation to agriculture; but the trade in
agricultural products is a part of inter-State commerce
and as such comes within the purview of I'ederal Legis-
lation. The United Siates Congress moreover has the
power to levy excise on the produce of the land as on all
other produce, and can use this taxing powcer to regulate
the value and character of agricultural produection..

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, wag 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
hag enforced its economic policy is by the creation of
special adhoe corporations such as the Tennessee Valley
Authority, This corporation was established during
the world depression when the Federal Government was
compelled to intervene in the economic sphere on an
unprecedented scale. *“The T.V. A, represented an
altogether different conception of the management ofa
modern nation’s economic resources: that of enterprise
on & large scale, deliberately undertaken by the public
authont_les, with certain social and economic purposes
clearly in mind from the beginning ***. The enterprise,
was fraught with great difficulty., 'The valley is divided
politically amongst seven States and hundreds of local
gszzr:;zgen@_ units, cities and countries. None of these
va;llés ed,with authority over more than a fraction of the
o nj: I_lgz: are the.boundanes of the States coincident with
) 190§t approprmte area of economic organisation. No
tiuxgn ¢ ate or single private enterprige or even a consor-
o of a few States and a few enterprises could have coped

P with the task of developing the Valley to its fuﬂI::u
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potentialities. *‘The enterprise neecessary for develop-
ing the valley had to be such as could sce the wvalley
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 frll
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
end another can ounly be entered into, according to the
constitution, by the consent of the United States Congress.

288. In Canada, the position of the Dominion Govern-
ment vis-a-vis the Provinces is less strong than that of
the Federal Government vis-a-vis the States in the U.S.A.
Although Seetion.91 of the British North America Act,
1867, conferred all residuary powers on the Dominion
Government ‘by specifying that it had power * to make
laws for the peace, order and good government of Canadas,
in relation to all matters not coming within the classes
of subjects by this Act assigned exclusively to the legis-
latures of the Provinces ’’, the Privy Council put a res-
trictive interpretation on this section by deciding that the
Dominion Government had power to make such laws only
in temporary and overwhelming emergencics such as war,
pestilence or famine. The result was thai a good deal of
degislation relating to social services, such as that dealing
with minimum wages, hours of work, unemployment
_insurance ete. had to be undertaken by the Provinces.

This naturally led to varying standards of social security
and labour legislation being adopted in different Provin-
ces, particularly as the financial powers of the Provinous
were limited to ¢ direct taxation within the Province”
under Section 92 (2) of the British North America Act,
1867. Moreover, although the Dominion Government was
given powers to regulate trade and commerce under
_Section 91 (2) of the Act, the Privy Council declared the
Natural Products Marketing Aet which provided for the
‘marketing and distribution of products by a Dominion
Marketing Board invalid on the ground that the Domi-
nion Government did not have the power to regulate
trading transactions completed within a ringle Provinoce.
The Dominion Government has. however considerable
powers for economic regulation under Section 81 of the
Act and hae used them to control companies with Dominion
charters, banks, andthe grain, transportation and shipping

t.udo.

-



289. " The Dominion Government has therefore been
obliged to rely more on special financial grants for making
its policy effective. Since the grants to the Provinces
have been conditional they have led to friction between
the Dominion and Provincial Governments. Owing to
the dependence of many Provinces on single products
and their helplessness in the face of economic catastro-
phies, they had little choice in the matter and had to ac-
cept the grants in spite of the conditions imposed. During
the depression, the wheat-growing Provinces found that

it was beyond their financial resources to prevent the
threatened collapse of their agriculture and had to
accept a large measure of central control in return for

assistance from the Dominion Government.

290. In Australia, the Commonwealth of Australia
Constitution Act of 1900 laid down that the Common-

\ ke laws for the
wealth Parliament had the * power to mak‘e
pea.ce, order and good government of the Commonwealth

{ ; ; ation ; but so as not'to
with respect to (inter alia) taxa-rts of States "’. Section

iscrimi between States oT P

g:zsg?ﬁ:: Constitution granted the Commonwealth Gf’ve:f'
ment exoclusive power to levy indirect taxation 81’? the
form of customs and excise, bub underhSefgtlin d ‘;
Commonwealth was allocated only 1/4t Ob : eﬁnnc;laa
net revenue from these duties, the balance tem%;'oinwi
over to the States. The power for direct haxaél ¥
‘left almost entirely with the States but the Common-
: .. ad on this field of taxation as
wealth has gradually impimge d tax and in 1914-15,
well. In 1910-11, it levied & land_ t4 World War I
estate duties, both direct taxes. D.urmg o Dul'ing'
it levied a direct tax in the form of an ,nqqme b .the Com-
World War IT, when enormous expendltu,rr:'-ﬁhij:El tendency
monwealth Government be(‘ﬂ‘me.necgssarg«iz by the pass-
was accentuated and was signalised mbl theyAustraHan
ing of uniform income-tax legislation by lved the re-
Government. These laws pr&f’tlf’auy fﬂ?voome taxation
tirement of the States from the field o H:? reafter, and
for the duration of tho war and one yeaI‘f felgeral income-
S0ught to accord priority to the payment of this period.
tax over the States’ own income-fax durlng od on their
nreturn, the States were to be given grants Eﬂist,wo years.
nverage income-tax collection for the last d by the
The billg embodying these proposals were passe d'}s; ol
{istralian Legislature in June 1942 and lmmeh IAufK
¢ Governmentg of Vjctoria, Queens]a,nd: So.ut P
Malia and Wegtor i Jed to the High Court
to i 1 . Australia appealc 4 p—
mvalidate the Acts as ultra vires under the Comu .

- wealth Constitution. The High Court however held by
% majority that the Acts were valid in their entirety.
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:Subsequently the Commonwealth Government haslevied an
entertainments tax which hitherto had been a State source
of revenue. The trend towards increased powers for the
Commonwesalth Government is thus wunmistakable in
Australia. In fact theRight HonourableMr.R. G. Menzies,
K.C., former Attorney-General of the . Commonwealth
Government, has stated that since theHigh Court judgment
of 1942 validating the Act providing for a uniform tax,
Australia .must be regarded as a unitary rather than a
federal State. Recent plans for post-war reconstruction
also appear to reinforce this view. In December, 1942
a biil was introduced in the Commonwesalth Parliament
providing for the transfer by the States to the Common-,
wealth of specified poweis for a period of five years after
the cessation of hostilities. These powers are intended
to enable the Commonwealth to make laws with regard to
guch far-reaching subjocts as organised marketing of
commodities, primary production, family allowances, and
combines’ and monoplies. The bill was passed by all

the State Parliaments with two exceptions, Victoria and
Tasmania.

291, The Commonwealth Government has also power
to grant financial assistance to the States. Section 96
of the Commonwealth of Australia Constitution Act, 1800
reads ** during the period of 10 years after the establigh-
ment of the Commonwealth and thereafter till the Parlia-
ment otherwise provides, the Parliament may grant
financial assistance to any State on such terms and
-conditions as the Parliament thinke fit ’>. The 'manner
in which the Commonwealth Government has discharged
its responsibilities in this regard has gradually changed.
To begin with, each State was credited with the Common-
wealth revenue collected in that State and debited with
the expenditure incurred on its behalf in the transferred
departments and also with a share of the new expenditure
of the Commonwealth. Subsequently, this system wes
terminated by the Commonwealth Government and it
gave grants to the States on a per capiie basis. This in
turn was replaced by a system of centralised handling of
the public debts of the Commonwealth and the States.
Finally, in 1933, the present system of making grants to
the States on the recommendations of a Commonwealth
Grants Commission was adopted. The Commission
conaists 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, !a.id down
the fundamental principle in 1836 that. ‘' special grants
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from the Commonwealth are justified when a State through
financial stress for any cause is uneable cfficiently to
discharge its functions as & member of the federation and
should be determined by the amount of help found neces-
sary to make it possible for that Stato by rea sonable

effort to function at a standard not appreciably below that
of other States”.

292, The problem of securing a ec-ordinated develop-
ment of economio rescurces has thus been tackled in these
countries firstly, by a gradual increase in the powers of
the federal government, secondly, by securing t¥18
. co-operation of the federating States through financial
- grants to them for specific purposes, and thirdly, by the

creation of special corpoiate agencies invested with the
necessary powers by the federating units for discharging

specific funotions in an integruted manner over a whole
region. -

293. TInIndia the possilihities of an increase inthesphere
of authority of the Central Government seem remote. The
trend of opinion in the country appeers to be all in the
direction of increased autonomy for the Provinces. While
we.do not hazard any guess as to the political set-up
which may finally emerge, we think it unlikely that there

-will be vested in the Central Government power over the
subjects with which our enquiry is concerned.

284, 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-
. Whlchco.um well havebeendevoted to the discharge of its
own constitutional sphere of responsibilities, it has no
specific means by ~which to ensure that the funds
;EI;:?Oprmted have in fact secured the objectives aimed 2t
cha o 1t @ eschew any cloge scrutiny or inspection of the -
mexﬁnf Btﬁf expenditire lest it migh give rise to resent-
ta.xa.ti(?n ae Provinces, _A situation of this nature where
enditure Isfthe responsibility of one authoirity and _exp-
The metho d&HOther naturally gives rise to complications.
exists in :h 3 grants-in-aid is efficacious when there
ciency of ag Provinees a fairly uniform degiee of effi-
and confidenl.nmmt'ra‘tmn and a feeling of mutual trust
and the asses &> 8o that the agsistance offered by the Centre
act of co-o esmtt?nt of its resuits by it are regarded as an
intEI‘ferencep T;_lon 'whlch is welcome rather than as an
should b Which is unwairanted. While grants-in-aid

P resorted to for securing acticn by the Provinces
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-in specific directions to secure limited ends ‘
wil.l not prove effective when what is aimed at-is the Eo:i?f
lation and enforcement of the entire price policy for the
country in the sphere of agriculture.

295, The only other method open is to ¢ i
agency based on the mutual CO-I;p(‘I‘&tiOD 1';3; ﬁ;: E‘Ezzml
}.:"rovmces and States, The interests of the Provinces aﬂc’l’
States are so inextricably inter-related and interdependen t

_that such co-operation is welcome to all and it isin fa.nt
& necessary condition of their development. The well-bei :
pf cultivators in their respective areas will be of over-rid.;Eg
importance to each of them and a2 common machinery;for t.hg
forlqulatlon and execution of price policy is theiref orgjboung
f-o ermerge. The Provinces and States are much more vitall
interested than the Centre in the maintenance of re v
‘neiative prices since their mejor sources of revenue de ?ﬁlé
on the prosperity of the countryside. It is they who lﬁave
t9 carry the brunt of public opinion in the face of agraria '
distress and to under take the necessary remedial meaaure:
We have every reason to believe that their co-operation will
be forthcoming if an appropriate machinery is devised for

the purpose.

296. It is important to remember that even before
the war, attempts were successfully made to secure the co-
operation of the Provinees, States and the Centre through
bodies suchasthe ImperialCouncil of Agricultural Research
the Indian Central Cotton Committee, the Indian Cen:'
tral Jute Committee, ete. These bodies wese constituted
for the purpose of undertaking programmes of resesich
and development in particular spheres and their acope
of work did not extend to questions of economic policy
of a general nature; they provide, however, illustrations of
successful joint enterprise, planned and conducted by spe-
cially constituted authorities, representative of Central,
Provincial and State Governments.

the war, though the Central Govern-
1ties in-the initial years with the Provin-
lementing its responsibilities for the
conduct of the war, the periodical conferences of the
Central and Provineial Governments soon led to a better
understanding of each other’s difficulties and to & greater
degree of co-operation between them. The working of the
Central Food Department is an example of the success-
ful co-operation between the Centre, Provinces and States
under extremely trying citcumstances. Although it bas
not yet been possible to devise a uniform pattern for
the procurement systems in all areas, all these systema

297. During
ment had difficu
ces and States iix Imp
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‘have been organised on the common principle of elimi-
nating competitive buying and creating conditions ap-
proximating to monopoly precurement so as to bring
under the physical contiol of Government the maximum
possible amount of the marketable surplus of focdgrains. .
The Central Food Advisory Council, which consists of"
representatives both of the Central and Provincial Govern-
ments has also proved a fruitful medium of co-operetion.
We undeistand that the Central and Provincial Govern-
ments are also co-operating in the projeots for the multi-
sided development of the Damodar Valley and the Sone

Velley areas and for the setting up of a fertiliser factory
at Sindri.

298, We have no doubt that the machinery to be
employed for the purpose of implementing the price policy
‘should also be constituted on the same principle and that
it should take the form of an independent authority,
representative of the different Godvernments concerned.
‘We are.glad to note that the Famine Enquiry Commission
algso came t0” a similar conclusion and recommended the
establishment of a permanent organisation called
the All-India Food Council as the common organ for co-
ordinating the activities of the different governments
in framing and executing a common food policy for the
country. In our opinion, it is impossible to segregate
“ the problems of foedcrops from the problems of other
agricultural crops with which they are inextricably inter-
related] and we therefore recommend that the machinery
created should deal with both food and non-food agiicul-:

tural products. It should be called the All-Indin Agi-
cultural Prices Council.

299. With respect to the composition of such a Council,
we have considered whether it should consist only of
representatives of Goveinments or provision should also
be made for representation of the different interests
concerned such as the growers, traders, processors and
consumers. We are of opinion that while different
Interests need to be associated with the making of policy
in order to ensure that the policy adopted is sound from
& technical and 'practical point of view, such association
should only be of an advisory character. The represen-
tatives of sectional interests cannot be vested with the
})owm_' of making decisions which must remain the
é-l;lucthln of Governments, The All-India Agricultural Prices
o nej shoulq therefore consist of representatives of the
! er}tra,l, Provincial and State Governments alone. We
indicate later the stage.at which and the manner-n which

repregentatives of different interests shoul cinted
with the making of policy. should be asso
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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 eentrally adminia-
tered areas, These representatives should ordinarily be
- Members of the Cabinet, holding the portfolios of
Agriculture, Food, Commerce and Finance, The presence
of the Cabinet Members-in-charge of Commerce and
Finance onthe Council is essential because of the close
connection of trade and tariff policy and of finanecial 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 ordinerily be the Mninisters-in-charge of Agri-
culture and Food in each Province. The representation
of Indian States will have to be decided in the light of
their relative stalkes in the price fixation programme,
The total area of Indian -States is 899, of the area
of the Provinces, but the proportion of the cultivated area
of the States is only 699, of the cultivated area of the
Provinces. 1f we take population as the criterion, the
population of the States is 32%of the population of the
Provinces, Taking these factors into account, we are of
opinion tbot the States should be given representation
to the extent of about 609, of the representation accor-
ded to the Provinees and therefore recommend that the
States as & group should be represented by 7 members
on the Council. Representatives from Indian States
should be selected on an agreed basis, The Council should
be presided over by the Member of the Central Govern-
ment Cabinet holding the portfolio of Agriculture and -
the decisions of the Council should be taken by a majority
vote.

301, We realise that the Co_uncil will have no legal
powers of ite own, and will derive t?ll its powers by the '
voluntary association and to-operation of Provinces and
States. We believe, however, that all Provinces and
States will realisé the advantage of evolving a policy and
programme which would be in the common interest and
will establish a convention that each Province and State
- ghould voluntarily implement the decisions of the Coun-

cil. The Council will arrive at conclusions qnly after
examining the points of view of gll_ the Povinces and
States, and reconciling their coyfhctmg intereste to the
maximum extent. Its conolusagn.s will thus represent
the highest coromon factor of opinion and they will com-
mand .upiversal scceptence because they will influence
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the economic prosperity of the whole country and
provide a sense of security to the whole population. Even
though a particular Province or State may at times
harbour & sense of grievance on a specific decision of the
Council, it would ordinarily not chellenge the authority
of the Council because it would be interested in
other decisiéns of the Council as well, some of which
may well be in her_ favour. It will be recognised that
while éach has to submit to a certain extent to the autho-
tity of others, each hasalso a share in exercising authority
over others. A convention, freely negotiated on the basis of
mutual interest, ig likely to be more effective in practice
than any legal sanction.

302. The All-India Agricultural Prices Council should
formulate and enforce &’ price-policy for agricultural
commodities in the country. It should decide for what
commodifies 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 pricesshould be supple-
mented by production and consumption subsidies, It
should consider the ways and means necessary for enforeing
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 securp their co-operation by providing suiteble
inducements. The decisions of the Council will have no
mandatory effect by themselves but they should be im-
plemented as a matter of constitutional convention by the
member units,

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

304, Bince the All-Tndia Agricultural Prices Council,
will consist of representatives of ministerial stetus, itd
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 under it a permanent machinery
for the disoharge of its functions, While the Couneil
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will 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 ocategories, viz., (i)
the determination of minimum and maximum prices, and
(42) the enforcement of the "prices fixed. The adminis-
trative organs created should therefore be adapted to
the requirements of these two functions.

806. The determination of prices is an extremely com-
plex and ‘responsiblé 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 opportunity of putting
forward its own point of view before prices are determined
and the price-determining authority should be so constituted
that its decision will command respect and be accepted
2s fair and impartial by all the interests concerned. It will
.h&v_e to consider the probable effects of various alter-
native levels of prices and should have the technical
:"mPEte_nce to decide as to which particular level will be
prrC{Prmte ‘in a given. set of circumstances. The

unction of determining minimum and maximum pricesis

thus partly judicial and partly technical in character and
the administrative organ created for the purpose should
be such as woyld satisfy these two réquirements.

308. The principle of appointing & special body for
Such g purpose is by no means novel. It has already
been adopted in the case of trade and industrial policy

the appointment of Tariff Boards to investigate and
rep?rt upon applications of industries for State assistance.
Tariff Boards, however, are at present appointed ad hoe
for the purpose of examining the question of protection
%o specified industries and cease to exist after they have -
Bubmitted their reports. This prevents the” emergence
of tontinuity of policy, so éssential for the growth of sound
and hezlthy traditions, and divorces the formulation
of policy from the responsibility for watching its effects
a._nd revising it from time to time in the light of ‘expe-~
Tlence. Even in the sphere of agriculture; there exists at
. Present a similar body in the Price Advisory Committee
of the Food Department set up in 1945 for advising the
Government of India on the fixation of prices for food-
grains. This committee however consists of represen-
t&bives of Producers H;]'Id consumers it iﬂ &ppointed by the
‘Central Government ijtself and its advice is not binding.
In our opinion, in & body of this type, whose decisions
affeot all olagses of people, there ghould be no place for
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: ) S
representatives of sectional interests as 1=1J<:1}:)|'1.tarm3l nld
ghould consist only of persons of t»icix_mc‘s&l oftt‘ ]s]e iional
judiei tence. The representative: on
J e Shouk h adequate opportunities
interests should no doubt have adeq e 8
1 i t they should not be it
f putting forward their case, bu ] : :
;og;tion %vhere they would be judges In their own sul

The decisions of such & body-should normslly be accep’_ced
by Government, :

hat the All-Indie
307. We recommend .therefore t . he
Agricultural Prices Couneil should set up & special Price

. . e (T O TR 28 0{
ination Commission for tha a‘\}%“-*ﬁ-q' purpose b
Ei&ei?;\:@ on a0 aspects of price fixation, The members
‘of the Commission should be appointed by the All-Indié
Agricultural Prices’ Council on the recommendation ©

an appointments committee constituted by it according
to an agreed procedure.

308, The Commission should consist of three members
including the Chairman and they should be appointed
for a five-year term, subject to renewal. >
of the Commission should be selected on the basis of specis
qualifications. One member should be a person with
long experience of agriculture, either as a senior officer
in the Agriculture Department or es a practical farmer
on’a substantial scale, so that he will be able to judge
the effects of the policy proposed and to visualise the
practical difficulties involved in its implementation. The
second member should be an economist with experience
of finance, so that *he may be -able to examine the
financial implications of the different measures suggested
and bring to bear upon the deliberations of the Commission,
a wideand generalcconomic perspective, The third member,
who will also be the Chairman, should be either a person
who has occupied a seat on the bench of a High Courtof
Judicature of one of the Provinces or of the Federal Court
and hag had experierice of dealing with commercial legis-
lation. or a person who has held high administrative posta
of & quasi-judicial character. His presence ©On thﬁ .
Commission will ensure that a fair hearing is given to &
the parties concerned ang that all the relevant factors are
taken into vonsideration before arriving at a decison.
The Commission should have a Sacretary of its own with
appropriate gtaff.

309. The Price Determination Commission should
have under it a Bureay of Economics and Statistics, Whl?h '
should make available to it all the statistical material
necessary to enable it to discharge its functions. ' The
Bureau should regularly collect and compile atatistics -
of pereage and yield and dats relating to prices recejved, -
prices paid, loans borrowed and taxes paid by the farming

The members . -
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community. It should analyse and forecast demand,
supply, and price relationship for the major commodities,
study . farm organization, and examine the burden,
incidence and effects of State programmes of agricultural
asgistance, The Bureau should make full use of the data
supplied by the Provincial and State Governments, commer-
cial bodies like the Imperial Bank of Indis, 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 produe-
tion of crops and the costs of living in rural areas. It
should in due courge develop on the lines of the Burean
of Agricultural Economics of the U.8. Department of
Agrioulture. - :

310. The funection of the Commission would be to
determine minimum end maximum prices for different
regions for agricultural commodities designaied by the
All-India Agricultural Prices Council and suggest what
meagures are called for in order o enforce these prices.
Tt should also suggest whether any measures of control
such as imposition of restrictions on foreign trade,
regulation of production, transport, marketing, prices,
ete., require to be adopted. The Commission should
procesd to consider the question of priee fixation for
a commodity, either on a direction by the Council, or
on a representation by the interests concerned, or on
its own initiative. While examining the question, it should
receive evidence, written or oral, from all interests, ten-
dered in person or through counsel. Itshould also consult
‘the appropriate advisory committee of the different
advisory committees, the setting up of which we recom-
mend later. It should base its decisions on the general
principle of securing adequate t}nd steble returns for
agriculture and e’ 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 laid down by us in the preceding chap-
ters of the Report which should form its instrument of
instructions. It should maintain close - contact with
enforcement operationg &nd should continually watch the
trend of market prices vis-g-vis the minimum and
maximum prices fixed. The conclusions of the Commission
will be communicated in the form of recommendations
to the All-India Agricultural Prices Counecil 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 and
be decisive in significance, ' '
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L i ouncil
311. After the All-India Agpcultumthr;‘Ei‘ieCDeter-
has examined the recommendations of the O ecisions
hai:t:;bﬁ Commission” and arrived at def}n;ced through
gllaereto, these decisions will have to be elflog o orcement
appropriate measures., The programme S Tuding
W?lﬁ consist of a wide variety of mfasurE&,d bilding -
large-scale purchase and sale'opem.tlon;i, ansetting up
up of buffer stocks, which practically involve

jeg On &
wi v rise
business in competition with private enterp
very large scale,

mme
312. Weare of opinion that the enforcement pr Ofrrlg des-
cannot be carried out with sufficient effn:nencS(’)Vemmem3
patch through the normal machinery of &'gdful of the
" department, In saying this we are not unm_mh o been
work of the Central Food Department, whic roblems
struggling since its inception with the ma.nyevc%)ion with
that have cropped up during war-time in conn th food
food distribution. It has, in co-operation wi ments,
administrations of the Provineial and State Gover o nforce
tried to evolve an All-India Food Policy and to torage
it through procurement, planned movement, Contral
- and rationing., The present activities of the e
Food Department thus cover practically all types © olioys
sures necessary for implementing a price fixation Polic 7.
thus demonstrating the practicability of such aig)wevel'
The working of a government department is 11 that
80 much beset with red tape and procedural delay

? ] nd elas-
it is incapable of taking decisions with the speed and
ticity essential for mar

ket operations, A dep&ryminctizl
adminigtration, since it doeg not provide the fina mer-
incentives indispensable for the working of & com tice.
oial enterprise, proves to be more wasteful in prac very
Even when animated with the best of motives, the dap-
set-up of the administration is such that it cannot be 2
ted to what is essentially & businesa function:

. -con-
. °y of It will have its own self-c0
tained financial balance-sheet, with the incentive and
corrective of

ful businesg

profit and logs, g9 indispensable for success-
- Even if its
fall to the State

b profits and losses Ulﬁmla';ill};
. » Y€ Separation of itg finances will cleal
?:;ng i?;ut the E]eren or benefit to the exchequer resulting

m 198 operationg, Tt ws it rations
for the fi Sure withay will be able to plan its ope

t having constantly to obtain Govern.
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mental sanction. It would be a body ‘* clothed with the
power of Government, but possessed of the flexibility
and initiative of a private enterprise.”’*

" 314. The principle of having an independent body as
distinguished from ordinary departments of government.
for & function of this type has already been' recognised
in most countries. In the United States of America.
there are numerous corporations, each established for a
specific purpose, such as the Reconstruction Finance
Corporation, the Federal Deposit Insurance Corporation,
the Tennessee Valley Corporation, the Commodity Credit
Corporation, ete. In Canada, the Agricultural Prices
Support Board and the Wheat Board are independent
corporate bodies, operating through separate accounts
kept by the Minister of Finance. In the United Kingdom,
the statutory public corporation has been adopted as a
common means for taking certain functions of & publio
utility character outside the .turmoil of party politics
and the London Passenger Transport Board, the British
Broadcasting Company, the Central Electricity Board are
all corporations of thistype. It is understood that the Gov-
ernment of India also propose to set up similar indepen-
dent authoritiesfor the development of the Damodar Valley
agnd for the Fertilizer Factory at Sindri. A large number
of autonomous commercial undertakings under the joint
ownership of the Central Government, the Provineial
Governments and private carriers may soon be consti-
tuted in the field of road transport. The operations neces-
sary to enforce the price fixation programme will also be
. of an essentially commercial character and should there-
fore form the responsibility of an independent corporation
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
ghould be separate corporations for separate agricul-
tural commodities, but have come to the conclusion that
. the object in view will be best served by having a single
corporation dealing with all commodities. While we

nise that each commeodity may have problems which
recog ge specific t0 itself, it is the very essence of -
are in a sel} that there should be evolved an inter-related
o pro%r_)sa which will maintain an appropriate relation-
price PO myn rices of different commodities. Agncul-
shlplzit;‘f;‘fo diEieS compete with each other both in the
tura

sphere of production as well as for the purpose of

Congres o0 the occasion of the T.V.A,

*pregident Rocaevell's address ¥

Aot
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consumption, and the price policy adopted must be suchas
would secure a balance between the production of dif-
ferent commodities and existing conditions of supply
and demand. The principle of constituting specialized
organizations for each commodity as in the case of the
varions central commodity committees constituted- for
the purpose of research and development cannot be
sppropriatety applied when the funotion is to evolve an
integrated price policy for all commodities. The emphasis
bere is not on a commodity as such, but on the price
" relationship as between different commoditics, and the
factors influencing prices are usually common to ail
commodities.. A single corporation dealing with =il
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 seotions, each
dealing with a particular commodity.’

-316. We recommend therefore that for the purpose
_of carrying out its enforcement programme, the All-India
Agricaltural Prices Council should set up a statutory
corporation which may be called the Commodity Cor-
poration. It should be a body corporate, with capacity
- to contraet, tosue and be sued in its own right. Many-
of the measures that the Corporation may have to under-
take are aiready being administered by the Food Depart-
ments at the €entre and in the Piovinces and their tech-
nical and administrative personnel who by now have
acquired a good deal of experience should be placed at

the disposal of the Corporation when it is constituted.

+317. The Corporation should take all measures that
may be necessary to carry into effect the policy laid down
and the instructions given to it from time to time by the
All-India Agricultural Prices Council. Within the limits
of these instructions, the corporation will resort to su.ch
Mmeagures as it thinks necessary for the execution of its
responsibilities. It will undertake the purchase and
sale of designated agricultural products at the minimum
and maximum prices fixed by the Councii. It will guaran-
tee to purchase all that is offered to it at the minimum
prices fixed. It will also undertake to sell from its stocks
at the maximum prices. It will, at its discretion, begin its
operations 8s soon as prices show a tendency to fall below
the minimum or rise above the maximum, so as to prevent
market prices from deperting from the range fized. It
will algo have the power to purchase and sell the produce
on its own initintive at the market price in order to PU
up ite buffer siocks and turp over the stocks in ite posscs-
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sion. It will package, process, store and transport pro-
ducts and undertake imports and exports. Besides the
outright purchase and sale of agricultural produce, it will
- be open to the Corporation to borrow or make loans on
the security of produce and of land and buildings. It
will carry out its functions either through its own agencies
"or through the agency of Provincial and State Govern-
ments or through the appointment of licensed trade agents
to whom quotas may be allotted and necessary instruc-
tions issued. It will also act, if called upon, as the agent
of the Central, Provincial or State Governments for the
purpose of purchasé and sale of any sgricultural product.
Any sales made to Provincial or State Governments from
its own stocks will however be at a price not lowet than
the maximum price. In the case of famines, when the
Provincial or State Governments consider it necessary
to make sales on a subsidized basis within their area, they
should purchase any stocks they need from the corpora- -
tion at the maximum price and later sell them at any price
they choose. Any loss on account of such emergencies
will be -borne by the Governments concerned and not by
the Corporation whose business character must be pre-
_served.. I'ts powers should be wide enough to enable it to
discharge its functions with efficiency and effectiveness.
Tt 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 plana of future development. '

~ 318. The Corporation will need long term finance for
the construction of warehouses and for making loans to
others for-such construction. The finance required will
depend upon the number of commodities selected for
price fixation which will increase from time to time,
If, for instance, rice, wheat, jowar and bajra are selegted
for price fixation in the beginning, the amount of f1xe.d
“eapital necessary may be estlma:te_d at Rs. 6:2 crores. This
will therefore constitute the minimum gapltal .w1t.h which
the corporation gshould be started and its capital may be
increased later as may be necessary.

319. We have oonsidered 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 oreates difficulties which ultimately force
the State to acquire ownership itself. In any sase, the
control of such corporations has of necessity to reat with
she State, if they are to be used as an instrument of State
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policy. The combination of private ownership and State
control ereates 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 its ownership as well as control should be
vested in the State,

320. We recommend therefore that the entire capital
of the Corporation should be subscribed jointly by
the Central, Provincial and State Governments in suit-
able proportions. Since the prosperity of agriculture
all over the country is a matter of prime concern to the .
Centrdl 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 ceuntrally administered areas. The remain-
ing 899, 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 Toughly
allocated on the basis of 499, to the Provinces and 209,
to the States. The capital allotted to the Provinces
and States should be further distributed amongst each
group on some agreed basis such as population, land re-
venue, total revenue ete. The following table shows the .

respective shares of the Provinces on alternative basis
of allocation.
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The allocation amongst the States may also be made on
similar principles. The respective percentage shares
in the capital stocks may roughly be as under :—
1. Central Government
(@) on own account 30,
(8) On aceount of centrally

administered areas 19 319%
2. Indian States : . 209,
3. 'UP. 99,
4. Madras 7.59,
5. Bengal 7%
6. Punjab 69,
7. Bombay , 8o,
8. C.P. & Berar 4/
8. Bihar 3.6%
10. Assam 2.5%,
11. Bind 1.59%,
12. Orissa 19,
13. N.W.F.P. 1%
- 1009,

We put forward these shares only as a tentative basis for
discussion. They are merely intended to serve as an illustra.-

. tion of the principles on which ghare capital Bgaga,y he al}_ot-
ted, and the. pm‘tiéipating_ Goyernment: ] ould decide
their respective contributions by .bmu ua i a'gl“;ement.
The share capital allotted ghould ePnon‘ ransierabla,
and if s share is not taken up by tho Province or Statg
to whom it is allotted it should for thfg time being be taken
up by the Central Government, sgb]ect to the'pmviao
that it should be open to the Province and State in ques-
tion to ask for its transfor to itself at a lator date.

321. The Corporation will need working capital for
purchasing and holding stocks of produce and for giving
loans to growers, traders, processors and co-operatives foy
holding stocks themselves. The total capital that may

+ be necessary will depend upon tho commodities selected
for price-fixation, the quantities of buffer stocks, the
prices at which these stocks are purchased, ote. 1If price
fixation js extended only to rice, wheat, jowar and bejra,
in the beginning and an average price of Rs, 8/~ per maund
Is assumed, $he total amount of working capital that may
be necessary would amount to Rs. 32 crores. We leave
the exact mothod of financing the day-to-day operationa
of ‘the Corporation to be decided by it in gonsultation
with the Reserve Bank of India and the Finance Depart-
went of the Government ¢of India, :
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© 322. We anticipate that the working of the corpora--
tion will under normal conditions show a profit because
of the difference between the minimum price at which
it is required to buy and the maximum price at which
it is required to sell. A profit may also arise on tran-
sactions in import and export trade out of the difference
between national and international prices. The annual-
operating expenses of the Corporation; if price-fixation
is extended only to wheat, rice, jowar and bajia, aie
estimated at Rs. 2.67 orores. This figure does not take
into acoount the losses that may result due to enforoing
the prioce policy in the event of a general stump in prices,
The profita should cover .the annual operating c¢xpenses
snd any surplus should be utilized to form a reserve .
fund. In certain situations for instance when the prices

fixed for a commodity in one year happen to be
lower than the prices fixed for it in the preceding year,

the value of the stocks held by the Corporation will
depreciate and losses will arise. It is our belief
that over a sufficiently long period of time, profits
ond lossos may cancel out, and that the stock-
holders of the Corporation may be able to obtain a re-
turn on their holdings which is at least equal to the
yield on long-term Government secuiities. In order
to guard against the contingency of loss, however, the
Corporation should build up a strong 1eserve fund. We
recommend that until an adequate reserve is built
up, any profits arising out of the activities of t!m
Corporation should be ceiried into the reserve while
losses, if any, should be made up by-the 'participating
Covernments in an sgreed proportion. This may take on
an optimistic basis about five years. Thereafter, any losses -
should be met out of the reserve fund to an extent to be

determined by the Council, and the balance met by
contributions from the participating Governments in an
agreed proportion. R

323. The affairs of the Corporation should be managed
by & small Board of Directors, which combines adminis-
trative and technical efficiency. It should take day-to-
day decisions of administration as well as plan a-long-
term policy, within the limits of the instructions given
by the All-Tndia Agrioultural Prices Council. The mem-
bers of the Board should, on the recommendations of ita
appointments committee, be appointed by the All-Tudia
Agrioultural Prices Council whose constitutent un’ , will
jointly hold the stock .of the coxporation. The persons
a,ppointed to the Board should enjoy & sufficiently long
“enuie 80 that they may be able to plan the future
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programme of the corporation in security and they. should
bo persons of high public standing and recognised
integrity. ' '

324." The Board of Dhectors should consist of three
persons inoluding the Chairman. One of the members
should have had long experience of the management of a
business underteking, The second member ghould be &
person with wide experience of banking and finance.
The _third  member, who-should 2lso be the chairmen
of the Board, should possess wide administrative
experience .in a department of Government., The three
Directors should together form the Board and its deci-
gions should be taken by a majority vote. They should be

" paid & salary which is on & par with the salaries paid by-
business undertakings of equal importance and ghould be
appointed for a term of five years .in t»l'_le first instance.
On esppointment, they should relinquish any interest
that they may have in private corporations and should
devote themselves entirely to the work of the corpora-
tion on & 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-Tndia Agricultural
Prices Council and the Price Determination Commission.

325. The affairs of the Corporation should be adminis-
tered by the Manager, under the general supervision and
direction of the Board of Directors. He should be res-
ponsible for the execution of the policies and decisions
of the Board of Directors.. He should prepare the agenda,
present. cases for the decision of the Board and notify
different departments of the Corporation of the decisions
of the Board. He should keep the Board informed
of the eurrent activities of the Corporation, make recom-
mendations to it and prepare gpecial reports for its infor-
mation. He should have the general oversight of all
the departments of the Corporation and should be respon-
sible for their efficient working. We recommend that

the Manager of the corporation, who will occupy the
Pivotal position in its staff, should be a person who ‘has

actually occupied a position of similar 1esponsibility
under Government or in businegs, '

326. The Cor

orati ised i
of different dep ration should be organised in & number

partments at its headquarters, each in
There should be & separate
ity such as rice or whoat
8 such as millets, oil-seeds,
ate departments for each.

group of commoditi
ebc. There should be mepa(r3
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impoftant function also, such as finance, warehousing; -
foreign trade, etc. The Corporation should have re-
gional offices located at convenient centres in the '.I?ro-‘
vinces and States so as to carry out the actual operations

of purchase and sale and implement the enforcement
programme. " - '

327. The Corporation should endeavour to carry oub
its activities as far as .possible through the ageney of
existing channels of trade and administration. The re-
gional offices of the Corporation should work in close
co-operation with.the staff of the Provincial and State
Governments, in particular with the Director of Agri--
_culture, the Chicf Marketing Officer and the Registrar
of Co-operative Socicties of each area and should employ
the agency of private traders and co-operative societies
to the maximum extent consistent with efficiency. The .
Corporation is not intended to: serve as a substitute for
normal channels of trade and administration but to co-
ordinate them in a manner which will facilitate imple--
mentation of State policy. It should endeavour to plan
jits administrative arrangements in such a way that it
would permit the appropriate departments of the Pro-
vincial gnd Staté Governments, co-operative sogieties,.
commerci&l.bodles and private traders to shaie as much
a8 posgible in the execution of its programme.

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

sary t0.. associate .representutivgs . i - i
jnterests affected with these bodies of different- sectional

; _ in an advisory capacity.
While we do not advocate the appointment og regreseg-
tatives 'of sectional interests on the All-Tndia Agricul-
tural Prices Council or the allotment to them of a.gsha.re |
in the stock of the Commodity Corporation, we fully ap-
reciate the necessity of giving g hearing %o their case.
and of obtaining their advice at an expert level before
Jecisions are finally made. Their advice js likely to be
most useful when it is related to the particular commodity
' or tothe particular function of which theyhave speciaikho-
~ wledge and hence we récommend that Advisory Commit-
toes ghould be set up for each im

dit portant commodity
or group of commo ties, and.for each important func-
tion. Theso Advisory Committees should consist of

representa-f’ives of growers, traders, processors, consimeérs,
research workers a,ngl ot.her Interests connected with the
commoditY or funct{on in questlpn. This representation
ghould as far 8 possible be organised through institutional’
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channels, such as trade associations, central-commodity -
committees, institutes of scientific research, appropriate
departments of Government, legislative bodies, ete. Thege
Advisory ~Committees consisting of persons with
intimate experience of the particular ecommodity or
function in -question will be able to offer advice with an
authority which will command respect. The Price De-
termination Commission and the Commodity Corporation
should be required to ecall the appropriate Advisory
Committees into. consultation before important decisions
are teken and the Advisory Committees also should have
the power to- make recommendations on their own
initiative to these two bodies and to the All-India
Agricultural Prices Couneil,

328, The setting up of the machinery proposed by us
will raise & _ 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 visk of being
overtaken by a depression. We are therefore of opinion
that certain essential preliminary measures should be
taken immediately to adapt the existing machinery of
the Goveinment of India on the lines suggested by us
so that the All-India Agricultural Prices Council will
be eble to take over an administrative set up which ias
more or less suited to ifs requirements. There
is already in existence at the present moment & 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, & staff of advisers
who have a wide range of technical! experience. These
should be utilized and fitted into an effective

organisation for implementing price policy.

330. Certain preliminary measures should be taken
without delay.. Firstly, a Bureau of Economics and Sta-
tistics should be set up for the collection of reliable date
of area, yield, costs of production, costs of living and other
factors relating to agriculture and animal husbandry.
Secondly, the ability of the Government to intervene
effectively in the market should be strengthened by the
procurement by the Central Food Department of at least
1} million tons of food-grains such as rice, wheat, jower
and bajra which should be initially selected for price-
fixation, so as to constitute a reserve. Thirdly, the Food,
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Agri . ' tvé the Centre,
Agriculture and Co-operative Departments of t|

nginces and States, the Reserve Bank of India '&nd the
" Railway and Port autherities should co-operate in orga-

nising under their own auspices as well as through private

channels the construction of ware-housing &ccomrqodatl_on
on a country-wide scale. The storage accommoda_i}lpn
constructed by the district governmental authopt.ms
should at leagt be large enough to accommodate 2 million
tons of food-grains and it should be handed aver to the
All-India Agricultmial Prices Council wher it is set up.
The Government of India should also conduct & detailed
enquiry into the technical problems relating to storage.
Fourthly, suitable trade or other agencies should be selec-
ted and appointed, in collaboration with Provinees and
States, for the purpose of carrying out purchase and sale
operations in differont areas on an agency basis. Finally,
the Government of India should immediately initiate
exploratory talks with the Provincial and State Govern-
ments regarding the setting up of the All-India Agricul-
twal Prices Council and should appoint & small steff
for the purpose. The Council should be set up as soon as
e majority of the Provinces and the premier States ex-
press their willingness to §

oin, The Government of India
should deputeafew officerstothe UK., the U.S.A. and

Canade to study the price stabilisation policies pursued
there 50 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_av"our to adapt t}}eir existing price policies and their
&gfmlmﬁ.::;? tr];mOhmery for price-fixing and price-
enforce 0 the general prinas o
{n our report. Principles recommended by

382. The Au‘Infﬁa Agrioultural Prices Counoil and its
two organs, the Price Determination Commission and the
- Commodity Corporation, will ‘thus be responsible for the
entire formulation and exeoution of agricultural price polioy
in the °]f“"-g”-‘y- We have indicated, in brief, the manner
o whios bpee bodies should be constituted, the funo-
tions they should dige arge and the powers that should
be entiusted to thom, eir sucoessful working in prac- -
tico will howover depend more upon the gonventions that
they develop and the goodwill that they are able to oreate
than upon their constitu

tional framework., We realide that
it may _be eqnt.ended that these bodies will be able to ex-
er0ise little influence in the ab

i i sence of any specific sanc-
tions. 1t is our faith, howey y sp

o er, that what is necegsary
for their suocessful functioning is not so muoh formal

guthority vested in them as willing oo«operation amongst
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-their oonstituent units. Such co-operation, we have no
:doubt, will be forthecoming in generous measures in course
.of time because of the benefits it will confer on all. The
-reéplies that we received to ‘our questionnaire already
‘show a wide realisation of the fact that the prosperity of
‘agriculture and the well-being of the rural population are
:inextricably linked up with the maintenance of remune-
-rative prices for agricultural produce. Apy efforts there-
fore in-the direction of securing this objective will attract
~universal support. . It is our firm belief that the machincry
which we Have proposed will provide an administrative
framework within which the Central, Provincial and State
governments can co-operate in implémenting their joint
responsibility for promoting the well-being of their people.
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CaaprEr X.

Ancillary Measures.

833. The policy we have outlined in the preceding
chapters is based on our firm belief that increase 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 alternative
opportunities of employment are few and agriculture
represents to the oultivator a way of living rather than
& means of livelihood that he sticks to the land and carries
on production in spite of meagre returns. It is however
one thing to sullenly drugde at an ancestral voecation
and eke out & miserable existence and quite another
to enthusiastically adopt expensive new techniques
which at heart he mistrusts. As it is, he is sunk deep
enough in debt and would prefer to utilize his credit
for other, to him, more urgent needs. It is only by main-
taining prices at a level which will cover the costs of
farming nccording, 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 acoruing to the culti- -
vator is therefore the very crux of the problem and it

is to maintain it that the measures recommended by us
are designed.

334, These measures direoted to support agricultural
prices, though intended to be self-supporting, do involve
an enormous contingent cost to the State. though they_
are indispensable for restoring prosperity to our largest
industry which has been depressed for so long, the greatest
vigilance is ncoessary to ensure that the expc—nditure'of
public funds gircceeds in providing the necessary incentive
to the actual tiller of the soil and is not frittered awsy

amongst the host of intermediate right-holdcrs 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
peyments he makes out of it We must therefore
examine the foroes which determine the prica at which
he sells his produce and the claims for payment which -
he has to meet, so as to discover ways in which they can
be regulated.
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338. There exists a wide disparity between the price at
which the produce is sold to the consumer and the price
which the cultivator actually receives. An appreciable
part of the price paid by the consumer is absorbeg by the
retailer, the whole-saler, the broker and a host of other
intermediaries, with the result that much too low a pro-
portion of the 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 ecannot be
transported -owing to the bad condition of kacche roads,
and the danger of its getting spoiled in transit, At the
market place, business is conducted according to custom
which often loads the scales against the cultivatoyr. The
broker (dalal) who brings together buyers and sellers and
asgsists in the sale of the produce is more in sympathy with
the buyer who usually belongs to his own class, Large
“gamples ” of produce are taken from the cultivator for
which he receives no payment even if no sale is effected,
There are hardly any arrangements for the settlement of
disputes between sellers and buyers in the market and
where Panchayats exist, they confine their attention mostly
to disputes among traders. Charges are levied under n
variety of pretexts, many of which are unwarranted
and are imposed for purposes which have little connection
with the services rendered. There is c(:nsiderable varia-
tion in the charges levied in different markets. In many
cases, they are excessive and there 18 no uniformity of
practice as to which of them are to be paid by the seller
and which by the buyer. The weights and measures used
also vary not only from one Province to another but even
in different tracts in the same Provinee. The position
regarding measures is probably woise than that of weights,
They are usually made by village artisans and are rarely
uniform. Bye-laws prescribing the use of standard weights
and menasures have been adopted by some municipali-
ties and district boards, but they are more or less a dead

“letter in most markets. As a result of the lack of suffi-
cient interest on the part of the local authorities, a large
number of weights and measures in current use are faulty,
This chaotic condition easily lends itself to dishonest
practices by unserupulous persons and compalison of price
quotations in different markets therefore becomes nnreal,

837. In these circumstsnces it is hardly surprising
that rather than face these difficultics, the ordinary culti-
vator prefers to gell his grain to the bamg or to the
itinerant ghumars and telis who visit the villages. As a
result of his natural inertin as well as of his anxiety for
immediato payment, he enters into contracts of sale with
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the wholesaler for any price that may be offered. The
existence of these intermediaries through whose hands
the produce has to pass before it is finally sold to the
consumer gives special importance to the methods and
machinery by which the price policy is made effective.
If the minimum price guarantee, for instance, is made effec-
tive only at a few centres in the country, it will provide
a floor only to the value of the stocks held by the inter-
mediary leaving him free to give any price to the sultivator .
that he may choose. It may increase the tendenoy
towards profiteering and the cultivator will receive no”
advantage.

338. It is for this reason that we have recommended
that the State should undertake to purchase at all the
important markets in the country all stocks offered at the
minimum price. This will break through the inertia
of the oultivator ag the nearest market town will be within
a reasonable distance from his village and he can easily
sell his produce to the State if the price offered by the
trader was too low. Adequate arrangements should
.be made to give wide publicity to the minimum price
fizxed, and to the nearest markets at which the State will
buy the produce, so that the oultivator may have an in-
centive to hold out for that price and make no sales below
it. Tt should be the constant endeavour of the State
to secure the maintenance of market prices 2ll over the
producing aieas above the minimum price fixed.. It
should have its intelligence posts in every area, and if it
finds that the price in a particular area is unduly low,
it should at its discretion make purchases in that area.
at the minimum price, so as to force up the market price,

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

340. At the same time, measures need to be taken to
improve the existing system of marketing. We under-
stand that the whole question is at present under exami-
nation by another sub-committes of the Policy Committee
on Agiiculture, Forestry and Fisheries. We therefore

. only indicate in brief the two main ‘directions in which
progress is oalled for. Firstly, regulated markets need
to be established in all important market centres in the
country and arrangements made for licensing of dealers,
standardization of weights and measures and grading of
produce. Secondly, marketing needs to be organised on
co-operative lines, .
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341. Regulated markets have been in operation .fc-r
some time in Madras, C.P., Bombay, Hyderalgad_. Gwalior,
etc. and they have been responsible for bringing about
‘a number of reforms. The legislation in the different
Provinces and States however follows different patterns
" and does not cover the whole field. In Madras, the‘
Act refers only to commercial crops which are defined
es cotton, groundnut and tobacco. In Bombay, Sind
and Punjab, the application of the Act is restricted to
speoified commodities, In some cases, the Acts are
extended only to particular municipal areas and resultin
the diversion of trade to neighbouring unregulated mar-
kets, The licensing of premises for purchase end salv
outside the market yards is also permitted in certain
oases and it renders control over the activities of tradeis
 more diffieult. The facilities provided by the maikets
-~ yary from place to place and Province to Province and in
- many cages, sheds suitable for trading and godowns for

storage are not available. The representation of the
growers on the maiket committees also varies from Pro-
vinee t0 Province. In Madras, it is not specified in the
Act and is left to the diseretion of the Provincial Govern-
ment, while in Bombay, it is laid down that it ghall not

l?e Jess than one-third of the total membership, The
legislation in Centra]

Provinces, N.W.F.P,, Hyderabad,
Baroda and Mysorg provides that the growers shall have
not less than one-half, while that in the Punjab provides
thet they shall have & little more than one haif of the
total number of geats, In spite of the defects in the
gm%nﬁ legislation, it has sucoeeded to some extent
:lg: :n t;‘-'hlllg unanthorised trade deductions, fixing broker-
pee o Bz;mc{msmon charges at reasonable levels, popd-
for thega.rbi;a?d veights and measures, and arranging
information, 1on of disputes and the supply of up-to-date

1

tim, § 8 encouraging and it is no¥

all :hzh;ioc'{mprehenswe legislation shgoulgl be passed 1B

kets for a.llv‘m?es and Btates, establishing regulated mar-
o m&rke:‘gncult}lml commodities in all market towns-

required for t::d?mltﬁees should provide all the facilities

men of the ares I;Ehhcence the traders, dealers and middle-

ditions 1aig g Tequire them to conform to the con-

Prevent unwar(r}:rn' Strong action should be taken %
and ingep

rranted deductions by unserupulous traders

should Prgl:i(};&rms' The 00nstiti1€iron of tl?e committecs

Wwhich shoulg ei'ﬁ)‘ offective representation of the growers

membership, ' %hn" ©28e, be less than one-half of its tot2

should bg gy, £ ° 8rea of operation of the committees
- oare ully defined 5o ag t0 prevent evasion.

perience is thy
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.343. The regulation of markets on these lines will
provide & much needed corrective and it will ereate con.
ditions within which the cultivator may expect a fair
deal. The ultimate interests of the culivator however
lie in the development of co-operative marketing, It ig
only when cultivators join hands, pool their produce
and grade and process it before sale, tha they can
obtain & fair return. This js the only way in whioh small.
séale farmers can secure, to some extent, the advantages
of large-scale production.  While marketing on a co-opera-
tive basis is being practised to some extent, it is still in
its infancy and the produce marketed through co-opera-
tive societies amounted in 1939-40 to only Rs. 11.4 crores,
We understand that the Co-opeietive Planning Committee
has ohelked out a detailed plan for the development of
co-operative marketing, end 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 their 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--
Jender plays and will continue to play an importent and
useful part in the oredit structure and that the rates of
interest oharged, though they may appear excessive, are
to some extent justified by the high degree of risk that
characterises the business. He must not however be
free to abuse his position and exercise undue influence
over the oultivator 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 secuze’
that this is in no way rendered difficult by his contrac-
tual obligations with financing agencies. We theiefore
recommend that for any produce which the money-lender
or the land-owner or any eother party may take over in
repsyment of the loans advanced by them, they should be
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required to pay a price which will in no case be lower than
the minimum price fixed ; and in any suits that may arise
out of such transactions, the courts should interpret the
contract on this basis.

345. In addition, it'is necessary to place the money-
lending business on an equitable basis 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 cc-operative movement, we realize that
the private money-lender will always be the most impor-
tant source of credit in rural areas.. The indebtedness
in rural aress ie 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 "placc during
wartime in most Provinces, it is doubtful whether small
holders as a olass have benefitted to any material extent.
While past debts may have beenscaled down on aecount of
war-time prosperity as well as of debt relief and adjust-
ment legislation, considerable short-term and long-term
credit will be required in the future for purposes 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 ghould be
required to accept specific obligations relating to main-
tenance of accounts, rates of interest charged on different
types of loans, ete., as a condition of the licence, The
Punjab Registration of Money-lenders Act of 1938
provides a suitable model for such legislation.

348. TIn addition, an alternative agency to the money-
lender should be set up for providing eredit to the culti.
vator. As the Agricultural Finance Sub-Committee
state in their repors : * there is little doubt that if every
agricultural producer, who had need of raising funds
could approach an agency other than that of the private
money-lender and be sure of obtaining for all reasonable
Purposes finance on reasonable terms, the charges made
by the money-lender and methods of business adopted
by him would immediately ochange for the better to an
appreciable extent,” In pursuance of this idea,
ﬂ_le game sub-committee have recommended that in Pro-
vinces where the co-operative oredit societies are unable
to meet the needs of the cultivators, separate agricul-
tural eredit corporations should be set up to provide all
types of agricultwral credit. As regards long-term oredit,
it has recommended that in Provinces where land mort-
gage banky are not already in existence, the corporation
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should, efter 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 gianted against
a specific charge on the equipment or-chattel purchased
out of the loan, reinforced by collateral mortgage. The
implementation of the recommendations of the Agricul-
tural Finance Sub-Committee may be reasonably expected
. to meet every type of financial need of the cultivator.

347. Besides the price that he receives for his produce,
the net income af 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
sfter all claims are paid that is significant as an inducement
%o the cultivator to increase his efficiency and it is there-
fore important to maintain land revenue and rents at a
reasonable level. The increase in the income from land

--expected from a :policy of scientific agriculture and
remunerative prices will initiate a tendency towards

" jnoreasing revenue charges and rents in the future. The
State is entitled to some benefit through increased land
revenue in view of the large expenditure of public funds

. by it for assisting agricultural development. Some in- -
crease in 1ent may aleo be justified so that the investor
sn land may not be &t a disadvantage compared to in-
vestors in industrial assets. But such enhancements
in vevenue charges and rents should be regulated on a
fair and equitable bagis so that the incentive .to the
cultivator to increase his effml?ncy and expand his
production should be fully maintained.

348. At present, the system of land revenue nesessment
shows wide variations in different parts of the country.
The most important is the major distinction hetween
zamindari, ryotwari and n.m.ha,lwam systems. Under the
zamindari system, the unit of a,ssc::ssment is the village
or the estate and the land revenue is a fixed sum payable
*in perpetuity or for a term of years on the principle that
the State is entitled to a share of the rental. The share
of the State varies between 9/10th and 10/11th of the ren-
tal in Bengal, Bihar and Orissa and between 1/3rd and § 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
whioh has different connotations in different Provinces.
In Madres, the net produce is determined at each Settle-
ment which usually takes place once in 30 years, by
estimating the money value at the prices prevailing during
the precading 20 years of the normel yield for each type
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of soil assessed after making suitable deduction for seaso-
nal variations, unproductive areas, costs of cultivation,
eto: The share of the Government may be up to 50%
of the ‘net produce’. Under ths Mahalwari system, the
asgessment is based on ‘net assets’, which are defined
as the estimated average annual surplus produce of an
estate after deducting the expenses on account of culti-
vation. The estimate of surplus produce is framed by
taking into aceount the actual share of the produce received
by the landowners. The result is that ‘net assets’ are
caloulated on landlords’ rentals and cultivators’ profits.
The maximum demand of the Government was originally
. fixed et 1/2, but wes subscquently reduced to 1/4th.

349, It will thus be seen that there is no uniformity
either in the basis of assessment or in the proportion
claimed by Government. The Taxation Enquiry Commit-
tee, 1929 (Report, p. 85) make the following remark
in this conneotion: *° The basis of assessment is defined
under present arrangements in & 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 souil values, and
the expenses of cultivation, have been replaced by 1e-
settlements, which are based on prices and general eco-
nomic factors. In carrying out these resettlements, an
inoreaging degree of importance has been given to annual

value as ascertained by records of leases and sales. and
.. other similar factors,” -

360. Bir Manilal Nanavati : NP
“'The Indian Rura] Probleml:?&nd M.. J.J.Anjaria, In

: : , indiea he directions
in which iefc:fm of land revenue may I;G: ‘:rought about,
a.hs follows : * Land revenue ought to be, whatever it mey
da.ve been in the past, a share claimed by the State with
.tu.e'raga.rd to, the taxable capacity of the party paying
:,&’n;t mus;t P ® levied in acoordance with the well-known
ﬁmﬂ“ t?la.t alr and equitable ,taxation. - This implies,
mmg’ S aneconomie holdings should be exempt from

100 ; 8condly, that the taxation on land should be on
the principle of progre

B ¢ ssion, and thirdly, that there should
be an elasticity aboyg j Yy, tha ers shou
in view of diverse ¢} ts burden as woll as procedure

imatio and price factors ™.

s by,

*The Indian Rural Preblem, Second Kdition, pp, 110-111.
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851, Efforts have recently been made by some of the ¥’
Provinoes to improve their systems of land revenne. The
Bombay Land Revenue Code (Amendment) Aot was
?assed in 1939. This Act provided that ‘standard rates’
or each group of lands should be so fixed that the aggre- -
gate assessment on it should not exceed 359, of the pre-
vious five years’ rental value, The Punjab has tried
to make land revenue elastic by correcting the revenue
peyable 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 principie
- of the income-tax instead of levying a fixed charge on a
given piece of land, irrespective of the owner’s economio
. position. The Punjab Land Revenue Committee has
- observed in this connection, ‘* The one most consonant
with modern methods of taxation would be to levy a
special tax upon agricultural income, which is exempt
from ordinary income-tax, Thishasgjust beendonein Bihar,
and if it were done in the Punjab the income-tax system
would, furnish the necessary analogy and model. Each
landowner would be geparately 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 agrioultural incomes, and a tax has accordingly
been imposed under the provisions of the Bengal Agri-
oultural Income Tax Act, 1944 ; it lays down different
rates for joint families, rulers of States, companies, firms
. and other agsociations of individuals. Assam and Tra-

vanoore 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
system, What we are concerned; with is to emphagise
the need for fixing land tevenue in & manner which will
give sufficient incentive to the qultivator to undeitalks
agrioultural improvements. In this connection, we are of
opinion that the introduotion of elastuci.ty into the system,
firstly, by linking the assessment with the price-level
and other economioc factors and secondly, by the cor-
relation of assessment and the ability to pey on the prin-
ciple of the income-tax may provide useful lines of

approsoh,
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!, .+358,, . The system of tenure-and-the terms:on which
‘e land is held by:the cultivator erc also of decisive signi-
- ficance. The systems of teriure prevalentin the difforent
partg of the country.can generally be,grouped into threo
major " oatagories—the. permanently -settled; system,. the
temporary, settled., system,; and...the; .xyotwari.., system.
The. three systems have one feature. in -common-viz,: the
ogcupancy, right-holdes .who: holds. hie.land on e, .pexma-
nent, and. heritable.tenure, with rights of transfer. .. Under
the ryotwari system, the .oceupancy. right-holder. . pays
land, ;tevenue ko the Governmont, while-ander. the. other
two pystems lio, pays tent tothe proprietor of the estate
in fome ceses-directly.and.in other. cuacs through s, number
of intermediate sighi-holders. . The, occupancy.right-holder
does not elways cultivete the and; himselfs He. may-
lease. it put, o, tonants-at-will,who, haye: no -permanent.
- rghts,inthe land., The tenants-stowill sre..often now
without lands; of their. own_and, they work as: owners
oultivators in:soma fields and tenent-cultivators inotheras
The, larms, on, which, the tenant-cultivator-helds theland,
from-thé_eccupanoy. right:holder. vaxy from: Province -te
* Provinee, . In the, Punjob and $ind,:the: great. majority
of them pay rent inkind (batai) snd this generally ameunts-
bo:half the produce,  In Bengal, under the Barga. system.
whioh holds g00d. over one-fifth of the cultivated isnd,
the ctop.iv shated.equally between: the.oceupancy aight:-
holdsr anid 4 baigadar: though tho, Bangal Land Botantisr
mimigsion recommendd. by, a. majority, that, the-rents
should be limitéd #.one-third of the grosy produce; .In.
Bihar;. the “non-godupsancy,  ryots, pay . yarious  kinds.of«
produce-rents,,and under-the. hetai. nystem, the: tensnteh-.
. sharé’ varies from one-haif tc ane-thizd.., In. Orissz, c2sh
rents, ere g common feature Lut a considerable.arsa jsc
also-held on produce-rend.. o Madzag, nnder the * Varam;
System ", the' tenant pays:s share. of bhe; trop.ras,Tens
whereas under the ™ Kuthagai'’ - system,.he.pays a fixed.
BWm i eash or, a fixed amount of produee. . In Bombeyys
ands are leased on a crop-sharing rept, with the.resale.
that if the tensnt sows improved secd or utilises manuze
or’ employs extia-labour “to tinprové the land, then half
of‘thie incteased’ produdtion so obtiined ot his coss’ gove
4 the Tandlord. " The enactizerit of the Bauibiy Tetinnoy-
Aet’in 1941 has "however ‘ihproved:'the position. uf the"
tenant ‘to”a0me extent, ¥ - T .ienot T L0In T
voonvaowm o Gnlinacpoe st ool meen o

51, T lin of apbiohih b gesrnlly saggtad
towards the, voltion of “the problemaf “roconeiling. -

A ST
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existing: proprietory rights’in-land-'with réguifements of
-eﬁ'icie'n'cy.f -These:-are-the sonversion wof rents’ in: Kind
into.iimoney terms, the . regulation- ‘of .rents ' and the

reconstruction of the legal fabric of theuland syatem:. /Y
Lok et TR B AT TS AT RUS S SRR INTLE SN IS 00 Fet ST VR EF{F 0%,

srartiopret it f oo Fuca airenatonter st by Teoogaed steqton
7,366,  Pirstly, it is suggested that an Lﬁfor%;_sﬁoi{mg;bé
ment of rents in kind, whether wholly or partinlly, wae’
of some advantage to: tha cultivator in periods of falling -
prices; but under a system. of fixed prices and scientifie
egriculture, it -will, only, operate tq the benefit, of the
rentier. who will zeceive, ingreased rents: without having
done . anything to deserve it., The conversion of the rent
fixed in kind into money. . terms, on'the  besis.)of  the
average price of the produce over a‘long period of years,
good snd bad, will provide sn sssured Income %o, the
rentier,at the level to. which he has been, accustomed,, in
the past,iand will leave to the cultivator, any inorements
that may result from  .bis  efforts i at improving, the
efficiency, pf Produetion.., " .t i senduniy ln o
Gifin linnie Budcue aofrudinic i fers o weednand qiods e
(- 356 Sekondly, once’ the ‘renits are’ fixed in! terrin Bf
specified pi‘l‘i‘ d,anél Oh&ngesmaybape}mtted therea.fter
* snly on 'application’ to' and’ consideration’ by - ttibunal
specially appointed for the’purpose. ! This tributial should
talte’ into aceount’ all ‘the’ ‘ci;fgiﬁmsta;nbes ‘that miy have
eontributed towards the iprovemient ifi ‘the *productive
Gapacity ‘of 'the land and' then ‘Uecide whethet’any’ en:
hircement in thé rent’ ia"’car-l'led for.” While the dultivator
ahould: be able td Tetain permanenitly ‘as large ‘& share of
tha# inorefent’ resiilting” from” hid" iiitiative ' and' erter-
ﬁfiéé,"thé'fprbbablé -gonsequences’ 'of the refussl of a ‘share
in-the inorement to the 'land-owner cannot be-ighored,
Irivestinent -in-land’ ‘and" investment' in " industry " aze
poripetitive, ‘and the’ velue of land hak to be"permitted
foLriss ’T{-,'é‘-"'soﬁié' ’,"i;'iiﬁe';‘l‘t’r‘wljsh’L;ﬁfireagg‘e" in! ité ‘productive
¢apacity in‘the same way as thé vilue of shares rises with
increnzed ‘profitability. of industiial conceriis’ othetwise,
investment . in - land’ may' réceive’ W “set-backi’ In
considering Hpplicatiors ‘for ‘énhdnceinent ‘of ‘rénts,” the
tribunal should therefore allow a certain sharé'“of 'the
inoreased pr_}oduct_iv_ity of the land to the land-owner, the
mejor share however being deft “t6 " the "eulbivator.” The
Bombay Tenaricy' Act' 6f 19418 an sxamplé of this type
of 1egislation!: Tt 'loys * down * that ‘a “landlord -esnnot
fesnimé Tond ‘o’ exsting “tonants Tox - period of st
[east 10 ‘years and vannot juéreasé the réht excopt whien
}ié improvements dre‘eirriod out ad his expense,

”
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357. Thirdly, while these interim meeasures are being
teken, long-term ndjustments may be made in the sys- .
tems of tenure.™ As Tawney has pointed out, even In 13110
Europe of the ninteenth century, ‘‘the recomstruction
of the legal fabric of the land system preceded the moderni- -
sation hoth of productive technique and of the business
side of farming ; nor in the absence of the first, would .
‘the two last have been possible”. Since the beginning
© of this century, agiarian laws have been passed in most
countries, their peneral 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 seope according -to the requirements of the situation
and the pressure of public opinion, but the general pat-
tern has been gimilar, They have included restrictiona
on the transfer of land, protection of farm properties
from attachment, prohibition of sub-division and frag-
mentation of land, fixation of rents at low levels so that
non-cultivating landlords may bave no inecentive to hold
land, and purchase of large estates as a preliminary
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 & tenant holding the land direct-
ly from the Btate 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
land-lord by the State and the replacement of the Zamin-
dari system by a system which will bring the cultivator
Into direct relation with the State. The Famine En-
quiry Commission have made two important sugges-

tions, one being the organisation of oultivators of small
farms into muylti-

purpose co-operative societies so that
they may help to pPromote collective bargaining between
large land-holders and their tenants and establish healthy
tenancy conditions” and the other being the organisa-
Plon of tenants into co-operative 1ent societies, whichshould
take on lease land from large land-holders and let it out
to their Jmembers’. Sir Manilal Nanavati has pleaded
IE his minute of dissent to the Report of the Famine
dnguuy Commission for outright abolition of the Zamin-
8Tl Bystem. .

. .
miiiiionvz? 1(-,11? not propose to enter into a detailed exa~
sise that £ © lssues stated above, but wish to empha-
who is the ;n our point of view it is the tenant-oultivator
partion] ihrrux of the situation and it is his interests in
decici T that need to be safeguarded. Ttis he who takes the

coisions as to what he should or should not, grow, what
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seed and manure he should use, and what improvements
he should effect in the land. The occupancy right-holder,
the holder of superior rights and the proprietor may often '
be absent ; even if they are present, they may or may not
take interest in the cultivation of land ; and even if they
do take interest, it is often likely to be negligible. Under
these circumstances if they are permitted an undue shars
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-
. \

nique,

359. While the cultivator has the right to the assis-

- tance of the State in securing for himself & 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-
derds of management. If the State takes necessary
measures to meaintain prices at a reasonable level and to
geoure that the cultivator retains as large. a share out of
the prices &s possible, the State must also undertake as
e, corollary the obligation to protect the agricultural la-
bourer from exploitation and to exact adequate stan-

dards of farm management, > ]

360. The problem of protecting agricultural labourers
is now of some urgency. The number of agricultural
labourers is increasing owing to sub-division of hold-
ings, mortgage and transfer of land, decline of cottage
industries and other causes. The exact number of land-
less labourers in the country is difficult to estimate.
In Madras, their number has increased from 345 per
thousand persons engaged in cultivation in 1901 to 429
per thousand in 1931 and it has presumably risen further
since then. In Bengal, the landless proletariat increased
from 1.8 million in 1921 to 2.7 million in 1981, Taking the
country asa whole, the number of ‘landless day labourers®’
which was 7} million in 1882 increased to 21.5 million in
1921 and 33 million in 1931*. The number of landless
labourers alone will not however give a correct picture,
A large number of cultivators who hold small pieces of

land have to seek supplementary employment as labourera
elsewhere but they are not included in the definition of
landless labourers. In many cases, cultivators who have
relinquished their holdings to non-cultivating money-
lenders and landlords and become their tenants on s
_ erop-sharing or rent basis also have to supplement their
income by working as labourers on the farms of others.
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The existence of &-largé proletariat who-depend for their
livelihood: upon: the wages' that they ‘are paid ‘makes ‘it
‘esséntial:that special measures should be vaken to.secure
thati the "wages: paidi are-high enough: to -enable them td
-maintain ' a- reasonabls standard:of Yivingu: teseeini e
CaabirtY aldiniuancad or whoielassla e g Denesonantng

pi

«3:361.: The level iof -agricultural iwages.varies from Pre:
vince td-Provinee-and they'are paid soretimes:in icash
and gometimesiin kind..»In the TPyl the:iabourers ro--
ceive onedthirteonth of the berley erop andione-sixteenth
of the wheat crop, while in the Punjab one-tenth of the
grain crop is the oustom. In Bengal, annual wages
wary from Rs.:8/:1to-Rs.24/-'whilein Bombay, they range
from .Rs::28/+ oniunirrigated land te Rg: 131/~ oh frrigated
land: The.level of wages bears.sbme relation 4o the level
-of..priens; tbut: increage:in ' wages msuallyslags behind® int
ereasesin piicest The:following figuves: for Bengal given
by Prof: RadhaKamsal:Muokerjeg in: his'book ~*Land
Problems of India: ! illustrate: the pogition. : < -.0: e

ga oreueshoy axie Paniocontt el Sl e n o e
a3 fomiabuoivis sy S Deily Wages. v i e
AR 'J‘.‘.'u'.;j.)’_r,“llj T T T IR

1842 1852186

Field labotrwith=iie sy 2
| outr'food (in annasg)::i:1n Syt o 14 4 to 6
No.ofseersofrich iz 1 uoivo soieuswoial wb wreruoad ol
‘peerupee, nilol 400 1080 A0 2712295515

F A
Shasl Foovnioeos anmzn Y ! tond

3 CREH M MNNENUR IENE SIS RERY EarR E SRRYEN
Between 1842 f.mtm% the price .of rice rose 8 times, but
wages rose only -between 4 to 8 times : resl waves thus
fell by 20:to0:60-pertventy: 51} e i g >

21872 1911 1923

o anabbom 510 Bl

SER EL T S A SNy ansl il by DR i naasndl o
t:+:382..' Thei-note-on-. Agricultural” Wages, i published ‘i
the Appendiz ofithé Fainine Engniry *Cgm;nigéi‘on ‘Repdr%
dgscmhas zthg viewis of | different. Provineial Gloverymenty
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and‘:co_ngld:ar.raleQis'ld_timé.wae‘t.ion‘«'*fén’v_.enfomin T mind ori
wages. 10 «bonecessary: v The  Qrissn, -sGuveriﬁemin%}ilE
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latpew arﬁ:re;guia.t.tadf. -%,ThmPrc'q-jncigf;Gnv.ern‘ "n .1f;-‘.',};u.3se
generallyioniphoaiscd imtheit replios fg) thap gos el o
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be o time lag: before waged.cotplotely adjustttheniselvén
to.regulated -prioos ; and. (c}.that ih-any case! wages will
rewain at & much higher level than before -the war owing
to: increased..demand. for labour:from: industries. .idail ar
b paborted edd aupestto dans Foodnegent o abaoag Timaws
363. We are of opinion thatr-though wagesi havey-
remained at a comparatively high level during the war
period, . the. position ,will. chenga+ with:idemobilisatiéiis of
armed ‘personnel and slewing rdown: of the tempe ofidnd-
ustrial preduetion.. In the post-war: peridd, ‘after developd
mentel pluns-have got into stride,-demand for dabour iwill
inoresse: but.in.-the, interim ifperiod; thetéi isy ther danger
that sgriculfursl: wages may remasin -depresséd and fall
more, rapidly.than. the fall in: prices because of the:uns
crganise¢ oharaoter:and: consequént: lack- ofi-bargdining:
stzength - of agricultural:-labour.. The existence of a large:.
clags of. landless labourers living -on the imargin- of-subg
sigténce;: adda oy the- inefficieney!rof: agriealturés At: ix
therefore. noosssary -that rthe: State -should! intervene 1on
bohalf of agrioultural labour: and secure: for them m minjs
mum:wage which will at least cover:their cost of living» i~
crmanan sniarodl e =L boss mnesiniig aisleaX wayl ns
. -364.. Rogulation: of agricultural-wages is part of noto
mal State policy in many: countries: - Imithe United King=
dom, the system of regulation -vas: ésteblishedvins 192¢
by the Agricultural Wages Regulation™ Act which autho-
rised ;the Minister of Agriculture toset up-hniAgricultiral
Wages Cominiftee for-ench country and the:Agricultural
Wages Board for Englind’end Wales! ~ThevAgricultural:
Wages Commitise of a:pounty: consists-of ar equal iumber®
of. representetives rof the:femployeis: andjw_ro‘rkemr int thats
county, and » two -additionsk {frembers.‘appointed by ~thyi
Ministerof Agrioulture, theirnhairman rbeingf elégteﬂ:ﬂby:s
the ,,':Cofnmittee - 1gelf;-- .-Tpesﬂ ﬂommitteeg?ﬁarawcdharg'édﬁ
with the duty;of fixing: minimam -raates_rof whiges fo: Ewp’rkefg_*ﬂ:r_
employed in . agriculturd, both for;»ﬁrmg-v?qufas'-fyﬁellr a7
for, piooerworker Thege:] minimum: rates; muy. besdifferent:
for. ; different :arepgan and: for:different -types:of employ.t-
ment. It has ‘been speclflcallywr,}ald:"-’:ﬁown" thstr ~ig>
fixing the minimum rites, the Committees “* shall gecure
for, theable-bodied. man; Buck. wages:-asiare ‘bldeqgiinte
to,.. promote efficiency and.-to: énablea iman toi'maines
ta;i_'qﬂ hiniself and. his family in-acoordance with-such ptehzs
dards of living as.imay:-be redsohable in -relation “tb tha!s
natura.of -hig pecupation ? i The Uommittees: have TDewer
t0. provide for paymentsinkind and to fixthe cedhequivas
lents at which such .payments Il_lﬂzf."ba::reckonbd,:,;rsif'j_‘h‘eyg;
may . algo; regulate . the hours of employment’and weene,»
as far as: practicable,.n waeklyslalf-holiday forrworkepsin
The Agrioultural Wages Board is respoinisible:for: metiring
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that the rates of wages as fixed by the County Committees
are actually enforced in practice. An employer who
employs & worker at less than the minimum rate of wage
is- liable, on summary conviction, to a fine not exceeding
twenty pounds in respect of each offence, the burden of
-proof lying on the accused.

365. Similar legislation has been passed in other
countries and minimum weges have been secured cither
by State regulation or by collective bargaining. In Aus-
_tralia, an arbitration court determines the smallest wage-

income compatible with civilised life and. permits increases
,over and above this wage for special skill. Not all agri-
cultural workers however are organised emough to muke
use of this system of collective hargaining and it is availed
‘of only by shearers, fruit harvesters and workers on sugar
plantations and cotton fields. In New Zealand, the
- wages of shearing workers alone are fized by the arbi-
tration court because they are the only effectively orga-
nised group amongst agricultural labourers, and wages
of other groups of workers are regulated by the State.
In New Zealand, minimum standards of housing accom-
odation are also preseribed for agiicultural workers

and legislation also covers other items such as holidays
with pay, hours of work eéte.

" 388. While legislation relating to conditions of work,
l‘iusmg, holidays with pay ete. is important, first priority
; culd _be given to legislation for fixing minimum wages
or agricultural labourers. Agricultural labourers, being
iPl'Bajd over & large numbaer of villages all ovel the country,
O:V: 3103 5:3;0 developed sufficient cohesion and are not
isgthl;::aef rough trade unjons. Collective bargaining
ot a‘mti.'n.'e not possible in the present stage of develop-
Wo o E:;t_an State regulation is not free from difficulty.
oty contident however that the enactment of mini-
aum wage legislation, coupled with the spread of educa-

tion amongst the rural i i i
x masses, will secure the just
of agricultural labourers, ’ ) Jost zighta

OOi:?;a.itteTehe minimum wages should be fixed by district

and workes consisting of Tepresentatives of employers

Hoi T8 in _equaJl. proportions, and having an impar-
2lrman . appointed by the Government. The

sommittees : ‘o
due considershould make their decisions after giving

. atiod to the costs of livi
a : ng and the level of
w%:m‘ﬂt_"ll'&l prices, They should permit payment of

ages in cash ag we o 0

. Il as in kind. The ‘

o . e rutes of 3

fo?ydigi?eflxid separately for adults, women and nhi?friipeis
) Tent operations and for different looalitics. ,
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368. The State should also exact adequate standards
of management and optimum utilisation of land from
the farmers. The inhevent fortility and productivity
of land is & national heritage and the assurance of re-
muncrative prices to the cultivator will be justified only
if it promotes its most efficient use.

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

difficulty and delay. :

370. Advico by itself will serve little purpose unless
faoilities oxist by whioh the advice can be put into offect.
Tn the present conditions of agriculbure where private
agenoies do not funotion to any signifieant extent, the
State should take upon itself the responsibility for
organizing the supply of such facilities. The supply
through a chain of depots of seeds and manurss and of
- jmproved implements and mec!mmsed equipment on hire,
the sinking of wells, bunding and land reclamation
measuies, efc. are &mong the many services that the
gtate can render. These services should be previded
at cost or on a subsidised basis where necessary.

371, In certain oases it may also be necessary to give,
as in other ocountries, diregt subsidies in order to stimulate
the production of specified crops or to bring under cul-
sivation marginal or derelict land. We have already
disonssed the importance of such subsidies in Chapter

I1I.

272, If however in spite of these measures of essis-
tance, adequato sta,ndarc.ls_; of ‘management ore not main-
tained and. optimum utilization of la'nd;not: secured, it .
will be neocessary for.the State to undertake measures
to compel tbe recaloitrant farmers o conform to the
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desired standards of efficiency. We recommend therefore
that the State should obtain reserve powers by necessary
legislation. to give directions to farmers perta,mmg to the
management and cultivation of their farms and to secure
their compliance. The directions may refér to mé‘thods
of cultivation, use of improved sced bnd manures, econo-
mic use of irrigation water, land improvements such as
bunding, and_other matters which have 's Dearihg o' the
efficiency of production; If these* dlfect‘w‘ns are not
carried out by the f&rmérs, theri the State” should use
its reserve powers to sécure their exacution By any means-
that may be expedieiti” In. casest of continvous non-
compliance, the State should acquire the rights i the land
after payment -of fair compensation: to the' farier in
questmn and lease it to- otheér cultivators Bh° Ez‘t’enaney
basis, giving preference totlandless' kibonrers!™ Before's
tenancy is terminated or-aldnd-owier is' dts“possen’éa How-
ever, he should have the right to'appbul'to’an indepekdett
tribunal‘ against the decision "of 1 the: iexebutw'e‘ anthori-
ties. It may be mentioned that simila powers Have been‘
recently obtained by the Governinent in the U K.

e -wv.-v-w(

373. Another 1mp01:t@nﬁ, &qppct OLpgricﬂtwe4n- wh:ch
there is need for positive action by the: State is-the . con-
solidation of fragmented and uneconomic holdmgs Al-
though statistical information, about holdings is in¢om-
plete, enqmnea made in . Qert&m rovinces show that- its
average size 18 not greater than ‘threé to five &GEQS,-, !I‘]:[e
enquiries made by the Bengal Land Revenue Commission
in typical villages in all the districts of Bengal revealed
that the average holdmg was, pbout 4.4 acres:In the
U.P., the average is behg\zqd to_be about ;8 qeges; <In
M&dras the Land Revenue Ad.fmmstratmn reports. -of
1936-37 show that the average acreage per patia: {holdmg)
in the Province was 4.5 acres.. An enquiry made-by-the
Punjab Board of Eoonomm Enqmry in.1939, sho:waqtahat
the largest number :0f owners:in the Provinece, were in
the group with holdings of between 1 to 3 acres. The
Famine Inquiry Cominisgion have stated. thai; the replies
received by them from the Promcas md.lcate that the
general tendency, with the ome exception oi Sind where
the pressure of populginon -has not. yet. haen.i‘elt,owmg
to the large increase uring,recent. drrigated
area, is for the number of sm hoI&y::gijnmbg:Zase g’.'Eh'e
immediate cause of the progresswe decrease in-the size
of holdings is believed to be the dm;awn of the Jand of &
comimon_ ancestor among his suecessors-m mi;erest

374. It is generally believed that-the smill unit of
production- in Indian agriculture represented by th= .
excessively smail holding eonstitutes a serious' handicap
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to the adoption of improved agricultural technique. As
Sir Manilal Nanavati has put it, ‘the cultivator, who
lives on the margin of subsistence cannot be expected to
possess the resources necessary for increasing out-turn
of his crop by the adoption of improved farming prac-
tices requiring capital”.* The evil has now reached
such proportions ' that™ it can only be tackled
by an intensive effort to increase the size to economic
levels. Proposals for the amendment of the law of sue-
oession so as to abolish the right of partition of medium-
sized holdings are usunally objected to on the ground that
it may disrupt the traditional pattern of society and may
lead to an increase in the number of landless labourers.
The only other remedy is to promote a change-over from
individual farming -of small holdings on a family basis to
collective farming of the wholevillageon a co-operative basis.

376. Before changing over to co-operative farming,
the most suitable type of organisation will have to be
_ascertained by carrying out experiments with different
" types, so that the merits and defects of each may be fully
revealed. For instance, a co-operative farming society
may confine its &ctivities' to certain specific purposes
guch as purchase of seed and manure, sale of produce,
use of machinery, etc., leaving the members fiee othei-
wise to work independently as before. Or a society may
acquire land and lease it to its members, who will be the
tenants of the society and will pay a fixed rent for their
holdings. The members may cultivate theholdingindepen-
dently though according to the general plan laid down
‘by the society and take over the produce. A step further
will lead to partial joint farming under which the members
will cultivate their holdings themselves according to the
crop programme drawn up by the society but will obtain
finance from the society and sell their produce through it.
Finally, full-scale joint farming may be organised, and the
land and other resources of the members will then be pooled,
farm operations carried out jointly under a common
programme, the produce marketed jointly and the
profits distributed among the members according
to the land and labour contributed by each. Afier suf-
ficient experience has been acquired to enable Govern-
ment to form an estimate of the relative merits and
defects of these different types of organization, an inten-
sive drive for increasing the size of holdings to economic
levels may be undertaken.

376, The measures which we have advocated above
will not be effective until the man behind the plough

*Famine Enquiry Commission Report, ». 259

Hdneation,
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himself is educated and trained in the use of secientific
technigue, The illiteracy of the farmer operetes as &
handicap not only in regard to the ability to appreciaie
and absorb new techniques but also in the marketing of
produce where he is at the mercy of intt-rmgdmrms of
varions kindg, only too ready to trade on his ignorance.
The extension to the villages of adult education sul.ted
to the rural environment is therefore a crying necessity.
Ths crucizl problem here is not only to bring knowledge
to the doo? of the villager and convince him of the merils
of the improvements recommended but to demonstrate
to him on land in his own village that these improvements
wre within his means, With 700,000 villages in the country,
this is indeed & colossal task. We do not envisage &
substantial hastening of the tempo of this work without
a radical chenge 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 instructionin all aspeets of village
welfare, We attach prime importance to the mobile

cinema as & medium of instruction in virtue of the case
with which it can ocollect the villagers who come in & ‘mooed
ready to listen and to learn. '

377. While undertaking & programme of far-reaching’
measures of agricultural development, it is well to re-
member that the execution of this programme will ul-
timately depend upon the co-operation of the people
which can only be secured through the organizetion, on
& permanent basis, of channels for mutual consultation.
Such consu}t&tion is rendered all the more necessary when
the .Sta,te Is expected to possess coercive powers on &
conmd_erable scale: which need to be used with restraint
r.md without harassment. . Tt is only when the programme
18 supported by public opinion that it can command
willing acceptance and lead to fruitful results.

378., The organisation of loeal representative bodies
have played an important part in the development of
agriculture in the United Kingdom and in the United
States of America. In England and Wales, the County
War Agricultural Executive Committees mainly composed
sion of prodycet] such assistance in securing an expm;
. conatit production during war-time that they are 1o

uted on a o . . loso
. Tman aig, Tk in ©
3800i p ent basis, They wo

ation with the nati 1 L o or tho
Promotion of far ational advisory servie

» » - ts

o ming efficiency and act as the looal age™
of' the Mnust.ry of ‘Agriculture in the exercise of its powers
of control, - i '

of farmers were of
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379._ In the- United States "of Ameriea the farmer
- committees have been playing a vital role in agriculture
ever since the Agricultural Adjustment Act of 1933, Each
County Coramittee consists of three farmers who are
elected by the Community Commitbees, who are them-
selves elected each year by all farmers within the local
administration area. The County Agricultural Exten-
sion Agent who represents the Federal Government is an
ex-offictb member of the County Committee. There are
thus more than 3000 County Commmittees, and 29,000
Community Committees opérating in the U.S.A,,. pro:crid-
ing more than™ 9000 County Commiitee-men and 87000
community committee-men to assist in developmental
activities. The operations of the County Committees
are linked together by means of a State AAA Committee

consisting of three to five farmers, who ‘are residents of
the State and are appointed by the Secretary of Agricul-
ture. The State Director of Agricultural Extension is
an ex-officio member of the Committee, The State AAA
Committees are directed by the Central Office of the Apgri-
eultural Adjustment Agency through its regional divisions.,

380. The committee system has thus been ntiligsed
on & large scale in the United States for the purpose of
demooratising the making and execution of agricultural

Since the committee-men are eleeted anvually by

policy. ¢
their farmer neighbours, they are dn:gectly responsible to
the farmers. of their community and éounty 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-

: deducted from the funds made available for

mittee is
payments to farmers. The functions of these commit-
teeg have gradually advanced from mere advisory fune-

tions to sctual administration: These committees are
responsible for explaining the provisions of the programme
to furmers, determining individual goals and allotments,
specifying conservation practices, certifying eligibility for
participation in loans and other programmes, checking
_ performance, and & wide variety of other tasks. They
help, by their recommendations, to shape agricultural
g in such a way that they will fit in with the

programme -t
needs of their own localities and thereby contiibute

largely towards the solution of the problems of farmers
and consumers in the country. .

381. We are of opinion that the committee system.
adopted in the U.K. and the U.8.A. provides vs with a
useful model to follow in our country: By organising



183

such committees in villages, tehsila, districts and Pro-
-yinces and securing their co-operation in the planning and
execution of developmental programmes, Government
will create & favourable atmosphere for agricultural
development. The problem of creating such organisations
in the rural areas bas already been examined at some
length by the Famine Enquiry Commission and the
Bengal Administration Enquiry Committee and we are
in general agreement with their conclusions. We parti-
cularly draw attention to the warning of the Bengal
Administration Enquiry Committee that * neither succes-
sive failures nor criticism should be permitted to deflect
Government from its objective, the setting up in the vil-
lages of self-governing bodies ”. We strongly recommend
that these should be constituted not only in villages but
also in the tehsils and districts and Provinces on a federal
bagis and they should represent different agricultural
interests such 23 landless laboursrs, tenant cultivators,
occupancy right-holders, landlords ete. -

382. .The State will then turn to them with confidence
for their advice. These bodies should advise Govern-
ment in t_he framing of policies and would also be of help
in executing them wherever possible. These bodies should
be represented on any policy-making authorities that
Government may constitute in the sphere of agriculture
and they should be the recognised channels for explain-
ing Government policy to the countryside. In particular,
when Government propose to issue directives or to
compulisorily dispossess holders of existing rights, action
should be taken only in econsultation with the appropriate
local organisations who may also be entrusted with the

implomentation of the decisions of Government in, this
respect where deemed necessary.

383. It will be seen that a wide variety of ancillary

?ea.sureg are called for iri connection with a price fixa-
son policy. Not all the measures, however, are of equal
lmportance from the point of view of agsuring remuner-
ative prices to the pr

oducer. For i : .
ment of marketing, or instance, the improve

the ‘
tenure, reform of land revenue and

.and the promotion of rural education would still
be desirable on

Al general grounds even if a policy of price
ff:tl:t? Wwere not adopted. . Certain other n:uaa.surestfJ on
poli:y er hand, are mrre closely inter-woven with jrice

The regulation of ‘m : Nl -
necessary if the cultivato oneylending, for instance, is

¢ r is to have the freedom to 'sell
::]f; crop to the State. Minimum wages for agriou?tu:al
ke ourers have to be guaranteed if the benefits of price
tixation are to be carried down to them, Tt i{s desirable
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however to undertake all the different measures
simultaneously so that as a result of their cumulative
effect, there may be prepared the proper atmosphere for
the introduction of a policy of price fixation. Such =
policy can only succeed, when it is a part of a wider -
programme of agricultural development,
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384.  Qur main task in this Report has been to recom-
mend the principles. on which producer’s prices should

be fixed for different types of agricultural and avimal
' husbandry produce and the means by which such prices
can be made cffective and an assured market provided.
While we therefore naturally concentrate on price policy,
we have always kept before us the wider objectives which
this policy is intended to promote, viz. expansion of
agricultural production with a special emphasia on food
production in particular, and improvement in the stan-
dard of life of the people. For this reason, we have also
recommended a number of ancillary measures that need
to be taken to reinforce the price policy.

- 385, We have refrained from recommending particular
levels of prices as the objective to be aimed at. The. -
general economic sitwation is still in flux and the tran-
sition from war to peace has only just sfarted and is far
from complete. The position regarding our interna-
tional relations, our balance of trade and the -parity bet-
. ween our internal and external prices has not yet clarified
itself. The price level in India has also risen to & greater
extent than that in certein other countries with whom
we have close commercial relations, and there is conai. ,
derable uncertainty regerding the levels at which Indian
prices and international prices will ultimately settle down.
When the whole future is thus uneertain, it is not feasible
to suggest with confidence any particular .level for the -
fixation of agricultural prices in India, We have, in
faet, considered it inadvisable to do 80, s any figures
that may be recommended assume a degree of suthority
which is unwarranted by the limited assumptions on

which they could be based. Tt nay well be that they
have no relevance to the shifting balance of forces. Weo
have therefore thought it more useful to recommend s
procedure for fixing end enforcing minimum and maxi-
um prices which ean be followed in any set of circums-

886. The ct')mbin . i
howsver reduce the rt;.c}leff%t of our recommendations will

{ fluotuations in the long-pep
trend of pr; ,20£0 o 1l the long-period
present reginng:séf Firstly, during the continuance of the

alovel oqual to faty 1oy Tinimum prices will be fixed at

; T parity prices and will thus give stabi-
lity to prices 8t & remunerative Level._ Secondﬁy, in nthe
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post-transition period, though due to practical considera-
tions minimum prices may be fixed at levels below fair
parity prices, such modification will be related to well-
defined factors and some of us even lay down 2 maximum
limit to such modification. ~ Thirdly, even if a reduction
in agricultural prices is called for as & preliminary to any
general reduction of prices underteken as a matter of
State poliey, such preliminary reduction in agrioultural

prices will not exceed @& specified maximum. Fin&lly,'
minimum prices will under no circumstances be permitted

to fall below & specified rock-bottom floor, at any rate

during the next five years in the first instance. These

measures taken together will prevent any unduly wide

fluotuations in prices.

387. It may be thought that we have provided for
many contingencies whioh are unlikely to arise in the
near future. It is often believed that the prevailing

lobal scarcity of supplies will continue for many years
and that any apprehension of a fall in agricultural prices
ia therefore unwarranted. In our opinion, this belief
is contrary to the facts of the case. Although agrioul-
tural, prices hay be maintained for some time to come,
arid foroes making for & depression temporarily held in
oheck, it is hardly to be expected that the general soarcity
oonditions now prevailing will last for more than a fow -
yeats. The decline in agricultural production during-the
recent war in Europe has been estimated to be of some-
what less magnitude than that during the war of 1914-1s,

During World War II, greater attention was paid to the
meaintenance of farm production than during World War I
and in certain countries, there has been a mubstantial
iricrease in production during the war years. Itis onlyin
draft-power in machinery gnd in thq supply of fertilizers
in enemy and enemy-occupied coqntnes thgt the situation
today compares unfavourably with the situation at the
end of the war of 1914-18. On the whole, t}lerefore, agri-
cultural rohabilitation after ‘World War II is likely to be

nicker than after World War I; and even then, the boom
" fad lasted for less than three years. Even if the greater
dependence of agriculture on machme.ry. and fertilizers
today may retard the rate of recovery, it is unlikely that
£ull recovery will take longer than anather four to five
years at the most. In fact, the time required for a return
t0 normalcy may be even less, and it would be most unwise
to rely upon an automatic meintenance of prices at re-

munerative levels.

We are aware of the general dissa.tisfa.ctién' st the

wdiisi;i? of coonomic controls during the war end the
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anxiety of the public for their relaxation and ultimate
abolition at an early date. - The administrative machinery
also gave room for a great many abuses and it has bren
the. target of considerable criticism. Some of the abuses
were due more to inexperience than to any inherent de-
“feots in the machinery and will disappcar in course of
time. " With increasing association of public opinion
with the Governmental machinery, we may also-hope
that other abuses will be kept in check. The public too
 have become accustomed during the war to a greatfer
measure of administrative interference and may look
upon it with less hostility. It has to be recognized that
controls are after all a necessary concomitant of any
planning and though efforts should be made to avoid
undue restriction of individual freedom, it cannot el-
together be avoided. When controls are direct._ed to-
wards accepted objectives and are administered with dis-

oretion and moderation, they will not evoke serious ‘()p-
position. : ’ :

380. We are thersfore of the view that immediate
steps need to be taken to implement the price policy
recommended by us and to set up the nucleus of the neces-
sery administative machinery. An administrative machi-
nery cannot be built overnight and it will take rome years
before it can be fashioned into an effective instrument.
We_ are fortunate in having already in oxistence such
a machinery in the Central, Provincial, and State Agricul-

“tural and Food Departments and their ancillary offices. It
bes had considerable. experience of preduction cam-
paigns, price fixation, procurement, movement and. dis-
tribution, in so far as food-grains are concerned. Since
it was built up to cope with problems created by scar-
ity conditions during the war, the scope of its present
activities will be curtailed and ite expert and trained
. staff disbanded as war conditions gredually disappear.
.There is the danger then that when the anticipated slump
rupervenes, we may be left with inadequate machinery
to counteractit. We are of opinion that the existing -
machinery which was created for handling problems
arising out of scarcity should therefore be retained and

adapted for handling problems ariging out of conditions
of abundance.

390. In formulating our recommendations, we huve
ha:a.consta.ntly in view the limitations impoa'ed by adt
ministrative personnel and. financial resourcesg and th
necessity of co-operation between ' : "

the Cent i
re, Provinces
and States. - We have alrecady emphasise ’

tal : d the j
of utilising the experienced personnel a.vai(ia?;?f Oirt‘;a:?lﬁg
Agricultural and Food Adminiﬂtrations-ih the country:

L P
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Financial resources will provide a more difficult problem
because State activity will expand not only in the ficld
of agriculture, but also in other fields. We realise that
competition for finance will be very keen in the immediate
future and we have therefore adjusted both the objectives
of policy and the machinéry for its execution to what we
consider to be practicable from a financial point of view.
The tempo of development will also depend upon the deg-
ree of co-operation that ultimately emerges in the working
of the programme between the different administrative
units and hence we have recommended that it should be
implemented through Provincial and State Governments '
as far as possible, utilising their normal channels of

administration. As the whole programme gathers mo---
mentum and the various measures adopted have their

cumulative effect in raising the national income, it -will *
be possible to expand its scope of operation. The programme
of action proposed by us i8 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 a general drive for agricultural and ani-
mal husbandry development. We have naturally con-
centrated our attention on the problems specifically re-
forred Lo us for consideration, but we are fully conscious
of the fact that price policy is clpsely related to other

" aspects of development such as improvements in mar-
keting, provision of a,gricultuj:a,.l fms_n.nce, r(?form of land
tenure, establishment of subsidiary industries and adop-
tion of technical and scientific improvements in far-
ming. We have referred to these at relevant places in our
report and have devoted a chapter to the measures that
we think are encillary %o pr:ce_gohcy. We have re-
frained from dealing more exh&ustlvegy with these prob-
Jems because they have been dealt with at length in the
Memorandum of the Imperial Cou.mnl of Agriculturs|
,Research and the report of the Famine Inquiry Commis-
sion on which we have drawn freely and the reports of the
Food-Grains Policy Committee, the Agrieultural Finance
Sub-Committee and the Co-operative Planning Com-.
mittes. The responsibility for over-sll co-ordination

" of the recommendations of these different Committees
rests with the Policy Committee on Agriculture, Forestry

and Fisheries. Qur report should therefore be consi-
dered along with those of other Committees on connected
Problems, so that all of them taken together should pro-
:de the basis of a comprehensive plan of agricultura)

‘dnovelopment for Indisa.
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- Note by. Bir Pherore Eharegat.

1. The report of the Committec representsthe largest
measure of common egreement that couldbe reached on a
diffioult and complex problem. In {rying to arrive at a more or less
unanimous report, some smbiguities have crept in and . gertain
points need to be olarified and elucidated from my point of view
Hence this note, |

9. 1. The most important of these points isthe questio
the prios to be fixed, The committee have contented %hemselllvg:
with the laying down of & formula. This to my mind is o

enough for immediate action.

2, 2, I wish to make it perfeotly olear that I visualise a
price of Rs. 7/8/- minimum and Rs. §/8/- maximum per maund of
wheat at Lysllpur at present andin the next few years, The
prioes of other commodities should be adjusted to this basie price
beering in mind normeal or reasonable differentials. prioe,

2. 3. That the recommendation of the Committee as it stands
is nmbiguous will be apperent from what has transpired. At one
of the meetings of the Committee, the Chairman enquired what
the formula would result in. From the reply given by one of the
members, I had the jmpression that the formula recommended by
the committee worked out in practice to & price of about Rs, 8/
per maund for wheat at Lyallpur. As this figure was more or

Jess what I had in mind, I did not pursue the matter further,

9, 4 This figure is however mot being mentioned in the
report. Moreover it appeara that if certain mysterious “adjust-
ments'’ are made, the figure will drop to Rs.8/8f-. Nor is it
unlikely that, on the basis of some other assumptions as regards
allowances to be made and weightages to be given, the figure may
even be reduced to Re. 4/8/- or less,

2. 5. In fact we do mot know where we stand with this
formula, and what really it will meanin practice when the figure
is actually worked out by methods unintelligible to the layman.
Hense I consider it essentiel to make it .absolutely clearas to
what T accept in this conneotion, %:2., & price of Rs, 7/8/- minimum
and Rs. 9/8/- maximum Per ma.uz_id of_ wheat at the wholessle
market at Lyallpur, with other prices in conformity therewith,

- 8. 1, Itis perha
on which the figures _
objections that may be raised aga

3, 2. As the committee bave recognised, the logical method
ig to base prices on costs of production and costs of living.
Unfortunately, the only statistics wo have about costa of production
are in connection with an’ enqmry"oa,med out by the Imperial
Counoil of Agricultural Research during the depression, The oos

ps sdvisable to state at this stage the grounds
suggested are justiied and to answer the
inst them. .



190

ot production of wheat was-worked cowt for the irrigated and
unirrigated part of the Punjab; the fcrmer cecupics 8/ 10ths and
the latter 4/10ths of the acreage under wheut. Applying weights
accordingly the cost of production for the Punjab es & whole
worked out at Re. 2/11 per maund in these days. Bince then pr.ces
have increased gencrally by 144% (i. e. the index number 18 244),

If the cost of production has increesed proportionately, the oost
at present comes to Rs. 6/9/- 2 maund,

3.3, This figure for wheat ia confirmed by a practioal agri-
oculturist in the Punjab who keeps full accounts, He has worked
out that the bare costs of production of whent (5. e. not allowirg
for interest on investment in land) come to between Rs. 6 and
Rs, 7 per maund. The mean of these {wo figures, viz. Rs.6/8/-is
probably as correct a figure ‘as we can expcct. This may not rati:fy
economists, but gives & fair indication of the ocrrect figure.

3. 4. A reasonable margin of profit must be alicwed on this
figure to enable the farmer to make a living. X¥or this purpose
under Indian conditions & pormal procurcment price of Ra. 8/8
cannot be regarded as excessive, A holder of 50 acrcs can live
ocmfortably 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 kas' only 8 acres of land snd he cannot make both ends
meet if he also is allowed ¢ profit of Ra. 20/- per acre os his income
would be only Ra, 100 a year. . The small holder needs two or even
three times that figure as profit in ordcr to wnable him merely to

exist, 1t is mainly because the foreign producer has & lerge acreage
that he can afford to rell his produce at a lower price, Our small
preducer must be given a relatively higher margin of profit to
enable him to carry on. -

8. 6. Accordingly our prices will inevitably have to be higher
than those elsewhere because the farmer with a small holding must
have a larger profit per acre if he is to carry on with this work
and enjoy a reasonable standard of life. His cost of production
being Rs. 6/8/-2 maund, the request for a -rormal purchase price

of Rs. 8/8/-,with & minimum &t Rs. 7/8/-and a maximum at Re, 9/8/-

is fair and reasonable. - - |

3. 8, Thisgin fact is the provaili rice, It has been arri
st by & process of trisl and erll}'cr a.udn]%ag been in. force for 2 ozeg
%8&]:: Most other prices have adjusted themsclves to these
tfut tsh and they have worked fairly. It is therefore suggested
&% they may be taken as the basis for price stabilisation.

3.7 T Lo ) o v
the uneertair?:ymmn objection that will be ra‘sed is that in view of

of world conditi y
themselves to such a price levr.:il-tmm  he ment cannot commit

ems 1t will be pointed out that the
price 1&11 Cavada and Austialia may bo of theporder of Re. 8;/8’" a
maund. We cannot maintain s price which s 809%, above that.
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.“Fhe reply is that we must adjust o . B
an iy : jusb our priees ¢
.l;.-d conditions. We cannot allow the eccnoxgy :fs tlfe c::)l‘;g:usi?ie‘ed'
be ulzst in order to fall in lino with the prices suitable fg'r o:hto
countries, We must have & price whick will encourage productioe;

and not discourage it.

3. 8 It may further be pointe T is oor i
that the actual prio of wheat bef:};e 1shed w‘z::tv::s b%h;zro;nﬁeotmn
in the Punjab even relative to the prices of other commodizi T
woll below the costs of production. Attempts to control o e
first at Rs. 4/6/- .a.nd then at Rs. 5/- during the war co 1l:noeu
failed and the prices of millets became higher than thosec O?P ﬁtely
The present range of prices was arrived ab by experi o ond
represents the economio price under existing conditi(ft?s enoe end

3. 0 Another objection that -ma i is 1
.figurea_ worked out for costs of productiy;m b:r: m;g;l :"lit,ill)at E
sa admitted that economic science has not advanced e'f ough
to give us data which are reliable. But the suggestion uaérfenough
hero is primarily b.a.sed on broad general grounds beariliz .ozwg.rd
the cost o_f the articles entering into the ocosts of éig orand
cost of living at different periods in the past production and

3, 10. Yeb another objection is likely ta com ‘ .
It will bo urged that if the ger{eral salag;:r ?e?efli: tzomll,l‘
adjusted to & price of Rs. 8/8/- for wheat, there may have ¢ "

oconsiderable increase in saleries,  Actually however © be .
have now adjusted themselves more or less to this price lovev{ e
if an attempt is made to lower wages, there is apt to be emnn:nnjg

confasion.

3' 11.
canse hardship to consum
sabeidising consumption.

¢ 1. 'The next guostion that arises is how long | ;
ghould be maintained at the level proposed. The COmrghigle% II::;1 o
recommende that thg fau parity price should be the minim i
prioe. doring the trangiflon _pal?od. I would also say that :hm
should be maintained during the transition Periode

price suggested
4,2 ButlIam afraid the definition given b )
of the transition {s ambiguous and needsg to bey cﬁ:iﬁ(igmmlttee
have defined it a8 that during which the controls initiated dTi}ey
she war continue. This may be interpreted in any way one pl uring
Tt is essential to be more precise if misanderstandin pleases,
w7 e oo gt wi

avoided. 1 would prezer
when for two oonsecutive years the import into India of food

grains bave less than & million tons, .

oial side.

It will be argued that the price I have sﬁggested will
ers in towns. The remedy HKesin .

been
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4,3, The reason for thid suggestion is that the transition:
period should really mean that during which we must encourage
production 8o as to become practically (if not cntirely) self suffi-
oient, Until this stage is reached, prices must be maintained at
a suitable level, irrespective of what is decided about war-time
controls. In practice the two ought to mean the same but it is
bestto beas precise as possible,

. 8. After the transition period is over, I am prepared to
aocapt e reduction in the price not exee:ding 1249, in any one
yoar. But I must make it clear that in my opinion no further
reduotion- should be permitted until “agricultural costs” have
dropped by & corresponding amount.

8. In connection with rock bottom minimum, it is neoesary
to olear up & possible amhiguity, What I visualise is -that the
State should bringall ite resources to bear to prevent a fall
below this figure and must adjust its whole policy in respect of
currenoy, trade, ets., to secure this end. Otherwise the proposed
abeolute minimum - will have no meaning. I consider that this
figure should not be less than Rs, 5/10/- per maund of wheat at
Lyallpur.

7. In short I desire in this note to clarify

cerfain points
in the report and to say thet in my opinion.— -

() The price in the transition period should be Rs. 7/8/-
minimum and Rs. 9/8/- meximum per maund of wheat
“at the wholesale market at Lyallpur, with all other
pricesfixed in conformity therewith.

(b) The transition period maybe defined 28 ending when

for two consecutive years the imports into India of
fcod-grains have been less than one million tons.

() Thereaftor prices may be adjusted on the basis of the
parity of agricultural costs as proposed by the Committee,
subject to the proviso that there should mnot be s

reduction of more than 2 annas in the rupee in any one
. Year,

- {d) The State shonld bring all #1s resouroes

* prices dropping below the rock botto
should be Rs. &/10/-

formity therewith:

to bear to prevent
; m minimum, which
for wheat at Lyallpur and in con-
for other commodities, and*

(6) If these prices are foud to be high for certein classes of
ochsumers, their emoluments should be edjusted to this

price level and where neoessary food should be given on
q subsidised basis to such consumers, &

P, M. KHAREGAT,
21-12-1946
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Note by Sir Fazal I Rahimtoola.

I support Sir Pheroze Kharegat’s viewsand append my signature

to his note.
' FAZAL 1. RAHIMTOOLA,
20-1.1947

Note by Rao Bahaduz N. R. Samiappa Mudaliar,

I join with Sir Phoroze Kharegat in appending the note with
this addition viz., the pricc of paddy, at Tanjore in the Madras
Presidenoy, in the transition period should be Re. §-12-0 minimum
and Rs. 6-4-0 maximum, per imperial maund,

N. R. BAMIAPPA MUDALIAR.
- 26-1-1947

Note by Bir Roger Thomas.

I agree with Bir Pheroze Kharegat thet the formula for the
determination of guaranteed minimum- prices #s given in the
Report needs clarification and amplification in its application to
the transition (interim) period, that the concept of the transition

eriod needs to be. more specifically defined and that during the
ost-transition period the rock bottom prices should be at a level
which will preserve the agricultural economy of India. These are
oll cardinal matters for which I pleaded at Sub-Committee stage

but. unanimity could not be reached.

If the agricultural prices policy to be edopted by Government
cannot ensure that the fair agricultural prices in any year will not
' pe inordinately whittled . dcwn, and cannot ensure - 'that a
catastrophic fall in a.gricultyml prices reminiscent of the 1930’s
will be avoided at all costs in the interests of national economy
" then the recommendations of our Committee will have been in vain,
herefore support the conclusions reached by Sir Pheroze
K.ha.fe;at in para 7 of bis Note but ?vi'th one qualification, namely,
that whereas during the post-transition period the rock bottom
minimum price for wheat'at Lyallpur should on present indications
be Rs, 8/10 per maund, th? _economio conditions then prevailing
may necessitate upward revision of this rock bottom price.

ROGER THOMAS,
18-1.1047
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Note by Mr. B. N. Adarkar.

; .. While Tam m genere] egreement witk 1ke Report, 1 with 1o

emphasize the following peints . which appeer to me to te cf e
somewhat fundemental character,

While 1 agree that the meintenance of remuncyotive prices
should be the objective of State policy,

_ 1 apprehend thet the
extension of a guarantee of & remunerative miniziura  price n’:‘:‘y
involve the State into difficulties. In fixing minimum pricee iof

each season, the State has to toke into account o pumber .Uf
faotora and when ailowance is mede for there, the resulting
minimum price may not necesearily be remonerative in sll gea30L8.

consider it important to emphasize this point, becsvse otherwiee
there is &- danger of certain interests insisting on minimum prices

being fived at an essumed remunerative level even when the
abministrative machinery is ewamped with supglies.

Even when the State has smple rescurces to {inance buffer
stocks, it is unfair to the consumer to restriet market Bup‘plglﬂﬂ :
below & certain minimum level merely for the seke of maintainming
remunerakive pricés, Further, if a system of minimum prices 9
to be combined with consumption subsidies, & large par® of the
cost of such subsidies may easily fall on t:he agriculturista. who

form the_ majority of the population, and the bemefit of minimus
prices will to that extent be reduced.

1 am slso very sceptical of the idea of & rock bottom minima®
below which prices are under no circumstsncea to be allowed to
fall, Should circumstances develop in which the rock- ottox®
" minimum is found to be untenable in the ight of the other consi-
derations which must govern the fixation of & minimum prices
will be very unfair to the’ consumer if the State goes on gtarving
the market of its needs in order to support prices at the roc

level. The intenti k-bottcIt
el ¢ intention presumably i 14 adop
monetary and other measures tg nisaith&t the State shov

A ntein ma ;cen above the
rock-bottom minimum. T do not think mh;]:veetvep:l thot in the -
g:ewnt_ St&te, of our knOW1edBB of the techni ue' of monetary
ni:: Egﬁ;?’ we c}(}uld confidently hope to earry 2111; an €xpansio”
tary policy, ot all times, with ducing adveree
repercussions in other epheres. If _Wwitheut procuc gd tions
the adoption of & rock-bottom mini. despitc these consiCer? ,
: om minimum i idered essential for
safeguarding the producer's j; is conside
a1 L TR Intereats, I would su est that the
‘éﬁi’ﬁﬁ?ﬁ:ﬁiiu“;ﬁifif?tyb;_gafeguarded ‘by st.ipuwnggfhat the price
Ly wi . R
way that market supplies never conduct its operations izl such @

e are reduced below 2 minimum quantity
(whether a8 & direct cr an indirect coneequence of its operations).

B. NJADARKAR.

-

. 9-] 'l947 .,
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Supplementary Minute by Mr. V. Narahari Rao.

L J B .

The Sub-Commicice on agricultural prices was set up as the
resuit of one of the recommendations of the Policy Committee on
Agriculture, Forestry and Fisheries to the effiot that Government
shounld guarantee to producers an assureG marke’ 8t a remuneraiive

' price for agricultural produce. This recommendation has. since
been cndorsed by the Government of India in their statcment of
agriculture and food policy in the following terms :—

“Quch economic measures will be taken, as may be practicable,
for the regulation of prices so as to ensure an adequatc return to the
producer and fair price to the consumer, ”

The Government of India propose to examine the recommen-
dations of the Committec as soon as thiy have been received. " It
will be noticed that the acceptance by the Government of India
ig qua,lified by the practicability of the mcasures o be tkaen,

9. In dealing with this subjeet in the peouliar circumstance
of India, I have folt it necessary to add this minute, in order that a
carvefully b:lanced perspective may be constanily kepliin view,
firstly as beoween develqpments in the fields of agriculture aid other
mabters such as industries ete.,and sccondly as between the various
measures cnleulated to secure the main_o‘bjeclivps of agricultural
‘development. Unless this is done, there is danger of lack of proper
co-ordination of ‘development policies and:me?usurcs and of lopsided
action being tak-m. I do not regard the terms of reference of the
Sub-Committee as precluding & hricf examination of ¢1l the impor-
tant measure lo bo taken fqr raising ‘the s’tapdard of living of -Infii"-"
as 8 whole, and of the agriculturist in 'partu:'_ula_r, and the .relat-lve
osition and importuncﬁof the regulation of prices of agrlcultura]
commoditics o mangst m}uh measures. I ha.-ve also ft:lt 1t inenmbent
upon me. to st my. viows fr:‘mkly regarding the c1rcumsta'n(_:o in
which Goveriment intervention by the puarinice of mjnimum
'priceé. salcs at prices subJE‘Ct‘tO a maximum, }vould be necessary
ad justitiable, and the practical limitations of such & policy and 7
anc ] jer that we should clearly know beforchand the object

eagures, in order that | ; ¢
) :EOL be zimed atina practical way and design the measures accordingly.

8. In Indian conditions, the pressure of populition on land
pud agriculture ig nlready excvegl'ugly heavy, over 859, of the popu-
lution being dependant on agrieulture, If the great objective cf
the day namely the development of an adequate standard of living
for wll clugses is to l_ye aciuov't‘d, 1t is*neeessiry to ensure that the
officiency of the agrmultm_"al industry is Increased to the maximum
egtent possible and that it doos uot.absorb a larger share of the

opulation than it oan profitably employ, the surplus being trans-
ed to new and expanding n?dustruﬂ and other spheres of develo p-
{1811':11. ‘While accepting the importince of a satisfactory level of
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belief that the state of prosperity of the agriculturél industry or of
the agriculturist would have been infinitely superior, cven in the
absence of any special machinery for the guarantced prices, if the
remaining conditions hadbeen different. It is nvccssary to take
this fundamental facsor into eonsideration Before we decide us to
what measurcs would be e ppropriate or adequete in & programme of
action designed to secnre an adequete level of income to the agri-
- culturist, including price fixition. Tt ix quiie unirue and giving o
wrong perspoetive to say that the remsiming messures themsaves
depend on' the sézbilisation of agriculiur 1 prices @1 levels invelving
the grant of sthie subsidiss. In the UK., and the U.S.A,, the policy
of price fixslinn or stabiliz:tion has been preeeded and suppdrted
by a variety of facilitating circumstances which do not obtain in
India, I am therefore strongly of opinion that first things must
come first and immediate measures should be commenced for the
eradication of evils from which the aericulturist suffers and for the
provision of all the uids to scientific development. 1t is recognised
that an immense ficld has to to be covered (some of the measuras
will require preliminary enquiries and studies) and a considerable
tim2 for their completion and fruition. This is all the more reason
for initiating the mecasuves with the lesst possible delay. Several
of our problems of agrienlture call for a vigurous simultar2ous -
attack on all possible fronts. The Govirnment of India are alivs
to this and have stated the various measuresin their policy statement.
Those measures may be broadly grouped as follows :— .
A. Consolidation of holdings and prevention of fragmenta-
tion ; reform of lend tenures 85 ag to ensure 8 fair deal

to actual . cultivator and do away with his expleite-
tion (ef. Flond Commission Report).

B, Co-operative f;m:nii:g, reform of marketing and provision
of agricultural finanece.

Extension of all forms of supply of water by construction

of major and minor irrigation works e.g. dams, tanks,
canals and wells,

Boil conservation ; provision of fertilisers and fullest use

of all sources of manures : production and distribution

of improved seeds; protection of crops againat disesse
and pests;

dpests ; development of dairy produce ; extension of
scientific farming as the result of research, demonstration
and intensive

. propaganda snd advice b ;
distributed througI})lo%l L advice by trained astaff

Rapid development of industr

of population on agriculture,

. For this purpose, a whole lot of g
“which are also enuraerated in tho

y for relieving the pressuro

neillary measures will bo reguine 1
Poliey Btatement of Governmetit.
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8. One of the chief anxieties of Government has been to
improve the standard of .living c')f the people and it goes without
saying that in a country like India, where the nutritional standards
ure admittedly extremely luw. food must be kept cheap for the
consumer. The muintenance of cheap foed has become o major
item of international policy 2ud will be reinforced by the necessitiy
of keeping down the cust of living. The policy of high Prices and
b.tver standards of nutrition are mutually contradi etory,

7. Thoa real selution of Indis’s  paverty is to incresse pro-
duction in cvery field erd to cosmie a socially just disfribution, and
no ameunt of manipulation of prices by itsoIf wil produce the mil-
lennium. To hope for prosperity without fncrcasing production by
every possiblc means ix HK» exp eting « consumptive to gain weight
and hoalth by consuming his own fut, - Morcover agricultura)” prices

s cannot be doalt with inisolation from other prices as ihey are closcly
inter-connected with prices of industiial and other commodiii. s
and clso with int.rnatiorel prices whick are dependent on world
conditions, My coll-agues have recognised the grave difficulties
in arviving at the cost price of agricultural produce in order to snable
us to fix & fair price based on the cost price. Pending the evolution
of & satisfactory method of determining the cost of production they
have recommended the fixation of agricultural prices on the basis of
parity prevailing between the agt‘icnltural‘prices and agricultura)
costs during the quinquan_nium 1_924-29, sgriculiural costs ‘being re-
presented by a suitable Welg.hte-d index number of the price of cloth,
kerosene, salt, gur, sweet oil, iron and sizeel, bullocks, manures ete,
_Thev have recognised, howover, Jf'.hﬁt clrcumslances may aris.-c in
which the guaranteed minimum price moy ha ve to be_substaunifmlly
below the fair parity price, for various reasons, including the finau-
cial rescurces avaiable to the State for purposes of enforecment.
‘Thus the rccommendations do not really guarantee  fair price and
there is a great danger- in ereating false 1101?es in the agmc\:‘tltur)l
community. The creation of false hopes which cannot be imple-
mented is likely to have very dangerous repercussions on the agri-

cultural community as whole.

8. AsI havesaid bofore, agricultural prices cannot be isolated
.e general price stru_ct-lu-e. T.hm system, if mtroduced, ig .
o lead logically to its extension into all other spheres of -
‘In order to secure it against convulsive dhocks through )

we shall be driven to maintein more orp less a

trom th
pound t
production.

: ational causes, . . . .
:,,nt(f]]:anqed economy or a highly totelitarian economy involving a

£ Stote cantrol over muny aspects of the nationa] life that
:}i‘?:ﬁle}fe intolerable and impracticable. : '

9. I wish, however, o make it clear that I do not deny the
. snce of securing a rcasonable stability of agricultura]

jmport. .
gi?:;slﬁpfor that matter of all peices. Butb the means adopted for
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ge should be as simple and effective as possible. India
?Illfpg:;?gnly ) compa,rativelypsmalil fraction of the food she con-
- sumes, and in _the past, the price of imports used to affeet the inter-
.nal price seriously. It wasa case of the tail wagging thedog, Surely
it should be possible to prevent violent fluctuations of internal
prices through imports, by regulating the volume and the price of
the imported foodstuffs. A factor which has been overlooked in
the Report is that the agricultural community itself consumes the
larger proportion of the foodstuffs it produces than the rest of the
community. Higher agricultural prices do not necessarily benefit
the agriculturist in so far as he himselfis the consumer ¢f his produce,
but they place an intolerable burden on e smaller section of the popu-~
lation in order to subsidise the agriculturist, Moreover, in view of
the extremely smal individual holdings of land, a vast majority
of cultivators will fail to derive any real benefit. It is only the
large 1anded classes who produce substantial surpluses over and above
their own consumption that will derive profits. I would, therefore,
recommend that Government should concenirate their effort on

- devising direct methods of relief to the primary producers with small
holdings by the grant of special concessions,

10. We are still passing through a period of shortages and
heavy inflation and the real problem of the country to-day is to
bring down agricultural prices and the cost of living. Otherwise
we shall get caught in a rising spiral of high prices, higher cost of
living, higher wages, strikes and fall in production., I therefore
hold very strongly that it would be unwisge to reach any hasty deci~
sions on the machinery recommended in the body of the Report.
The Government of India have already set up the Commodity
" Prices Board and it seems to me that this Board should be able
to deal with agricultural prices also for the present. The Interna-
tional Food Board have also been considering the identical problem
of stabilisation of agricultural prices and giving a fair deal to the

cultivator and it would only be wise to await the results of their
deliberationha. '

11. While emphatically dissenting from my colleagues re-
garding the State guaranteeing & minimum price, I would however
strongly recommend that further consideration should be given
to the necessity of maintaining some form of a Central reserve of
wheat and rice‘in view of our recent ¢xperiences. It may be that
when the world conditions return to normal channels of irade and
commerce, we shall be able to supply all the wants of the country
and the Only regulation required by the State would be control
over the Prices of imported foodgrains. It is, however, doubtful
how long this process may take and it is arguable that it would only
be wige that India should have constantly a Central reserve in order
Yo tide over emergencies which may cut off supplies. Once the.
principle of the Central Reserve ig conceded, it will be necessary
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to have a suitable ofganisation for the periodical turning over of the
Central reserve. These turn-over operations of the orgamsatlon
can be so devised as to save the agriculturist from the middl:mzn’s
explmtatton to a considerable extent rnd to give stability to agri-
cultural prices. In fact, in the absence of a well organiscd agri-
cultural co-operative marketing system throughout the country,
the Central organisation for holding and turning over. the Central
Reserve ecan produce similar results. But the. orgamsatlon should
work on commercial principles on the basis of securing neither profit_
nor loss. - For this purpose a machinery much simpler than that
advocated in the Report will suffice. On no sccount should there

be any question of a gnarantee 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 fact that the existence of Indian States which follow their own
policies adds immeasurably to the difficulties,

13. To sum up :—

(¢) The real prosperity of the agriculturist is inseparabls
from the prosperity of the entire community and can be
secured only by increasing production in every field and

the removal of the many evils to-which agriculture is now
subject.

(i) Price manipulation and guarantee in respect of aarlcul-
tural commoditics eannot be . isolated and eventually
it will lead to totalitarian economy and eontrol over the
entire economic life of the nation.

(ii7) Stability of agricultural prices can be secured by sunpler
methods e.g. control over the volume and prices of
imported foodstuffs, introduction of agricultural mar-
keting and, as a measurc in that direction, the setting
up of an organisation for holdmg and turnmg aver of
a Central reserve of wheat and rice.

V. NARAHARI RAO.
4-3-1047
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SUMMARY OF RECOMMENDATIONS
1. The State ahould

(s) guarantes minimum remunerative prices.for selcoted
agricultural commodities and ensure that the bene-
fits thereof reach the small cultivators and ,agri«
cuitural labourers,

(éi) prevent the prices of such commodities from exceed-
ing specified maxima, granting relief to persons
with low incomes by subsidies on consumption,

(¢¢s) andertake simultanecusly a wide variety of other
" measures of agrionltural and general economioc de-
velopment, accompanied by a complementary poli-
oy for maintaining adequate employment, incomes,

and purchasing power.

2, FPair prices should be determined as under :

(§) When necessary data become available, the prices
should cover the costs of production on represen-
tative holdings, including the payment of fair wages
to agrioultural labourers and leave the producer
an income sufficient to maintain himself and his
family at & standard of life equivalent to that enjoyed
by other somparable classes of the population, :

_(#8) In the meanwhile, the prices should be based on the
-~ 'parity prevailing beitween agricultural prices and
agricultural costs during the quinquennium 1024-29.
Agricultural costs for this purpose shounld be repre-
gented by a suitably weighted index number of the
prices of cloth, kerosene, salt, gir, sweet oil, iron

. ‘and steel, bullocks, manures, oilcakes and fodder.

3. The prices so dotermined will be the fair parity prices.
Market prices should be maintained within a range about the parity
prices, with minimum prices at one end and maximum prices at
she other. :

4. The minimnm prices should be determined as under {—

() In the interim period, the minimum prices should |
be not less than the fair parity prices.
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;i Tn the post-interim period, the minimum prices may
& nbe bell)ow the fair parity prices to the éxtent neces-
sary on account of the fallowing factors :—

(@) the relation between agricultural prices and the
general level of prices,

(b} the ralatipn_betﬁaaﬁ price trends in India and
abroad,

{¢) any general assistance to agriculture given by the

State through subsidies, remission of land revenue,
- ete,

- (d) the financial resources available to the State
for purposes of enforcement, and

(e) the poﬁcy of the State regarding reduction in
- the general level of prices ;

If & preliminary reduction in agricultural prices
is considered necessary for this purpose, it

should not exceed '124%, of the current fair
parity prices in any one year.

. There are two views in the Sub-committee in regard o
the degree of allowance to be made on account of
the above factors :— '

_{a) it should not lower the minimum prices below
the fair parity prices by more than 12}9, of the
fair parity pricee, and” )

(8) it shouid be left to the discretion of the prics-
fixing authority. )

(#%) 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 agrienltural costs.” There are two views in the

Bub-committee in regard to the level of the rocks
bottom minimum- sxnd the period of ite operation 1—

 {a) Tt should be the average price in the main 'pté-
ducing areas during. the quinquennium"‘1924-
26 to 19028-29 and should operate for the next

. - five years, and .

(b) it should be 25%, abeve this averags . and should
- -operate’ permanently.”
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(iv} In ihe future, any sudden collapse of indusirial prices
with a consequent parallel! collapse in agricultural
prices should be prevented by the State by all possi-.
ble means.

8. The minimum prices should

(¢) be caleulated for the principal producing areas. The
prices for other areas should be worked out s0 es to
allow for tho normal costs of transport, marketing,
and other incidental charges,

(i¢) be calculated on the basis of the fair average quality
of the product, suitable differentials being allowed
in respect of other grades and qualities, o r

(771) be announced well in advance of sowing operstions,
and ' ’

(iv) remain unsaltered during the crop year.
6. The maximum prices should be determined ag under :—

(i) Tho maximum prices for each area should be based on
the minimum prices for that area.

(¢4) The maximum prices should be
(a) 26% highe: than the minimum prices or alterna-
; tively,

(b) equivalent to the fair parity prices,

whichever are higher.

7, The maximum prices should

i calenlated on the basis of the fair average qualit
) beof the product, suiteble differentials being a.lloweg
in respect of other grades and qualities, \

(54) be ,mnounced a5 s00n &8 Crop prospects are known or

. in any case not later than the beginning of the
harvest, and

(¢i4) Tomain analtered during the ocrop year,.

g, The minimum and maximum prices should be criforced by

tha State by s
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'(i) a guarantee to purchase at the minimum prices &t AD

sdequate number of important market centres, all
. supplies offered, ’

() an undertaking to provide supplies to the market by
sales from Government stocks &t maximum prices,

{i3i) the building up of reserve stocks,

(iv) the regulation of foreign -trade by means of tariifs,
quotas and State trading, care being taken to ensure
that the irternational obligations undertaken by the

State are consistent with the requirements of prioce
policy,

{v} the regulation of rents and the fization of minimum
wages,

(vi) the regulation of acreage under crops, and the enforce-

ment of adequate standards 6f 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 fization should be extended to the
mejor foodgrains, viz., rice, wheat, jowar and bajra. This involves:

{{) the maintenance of 'a composite national reserve of
. foodgreins for enforcing .prices and for meeting
~ omergencies like famine; this should be exclusive
of the quantity imported for meeting deficits in
current requiremonts; there aie two views in the

Sub-committee in regard to the size of the reseive:
(@) 1} million tons end (b) 3 million tons,

(1) the building ‘up‘ of reserve stocks from internsal sur-
pluses when possible, otherwise from imports,

(447) the location of reserve stocks at suitable centres in the
producing and consuming areas and at selected ports,

(#v) the construction of suitable storege godowns,

(v) arrangements for the turning over of the reserve stocks,
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(vi) on the assumption of reserve stocks of 14 million tons
and storage accommodation for 2 million tons, the
provision of financial resources of the order of §

() Re 6.2 crores, on account of fixed -ocapital for
construction of storage godowns,

(b} Rs. 32 crores, on aocount of working capital for
holding reserve stocks and carrying out purchase
snd sale operations,

{c) Rs. 2.67 crores on account of annusl operating
costs for meeting interest and depreciation char-
ges, expenses of storage and staff, ete.

10, The policy of price fixation should also be extended to
the major commercial crops, viz., cotton, jute and sugarcane. The
existing schemes of regulation should be adapted to the principles
of policy recommended. ‘ -

11, The policy of price fixation on an. all-India basis should
nob be extended at present to products of animsl 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 : . _
. {¢£) an All-India Agricultural Prices Council should be set

up on a purely voluntary basis and should consist
of representatives of the Provinces and States at
" ministerial Jevel; it should lay down the price policy,
fix the minimum snd msximum prices and enforce

them.

1t should have under it two bodies :
. (a) & Price Determination Commission,

(b) & Commodity Corporation.
{¢%) the Price Determination Commission should be a body
f a semi-judicial nature, with three members; it

o
should determine minimum &nd maximum prices.

It should have under it a Bureau of Economica
and Stetistics for the collection, apalysis and
*interpretation of necessary data.
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(3i1) The: Commodity’ Corporation should be a business
organisation, also with three members; it‘ should
enforce the minimum and maximum prices fixed.

It should have a Manager to administer its affairs
onder the supervision of tlie Board of Dircetors.

There should be a number of deputy managers, one

" for each important commeodity or a group of
commodities, one for each important function
and one for each important region.

For each commodity or & group of commodities and
for each .function, en advisory committes
oonsisting of representatives of the different
interests concerned ghould be set up, '

It should .ca.rry"dut its normal operations through
trade agents or through the staff of Provincial

and State Governments, or through its own steff,
as may be found snitable ; -

Tt should operate on business lines and it expenses

should be met by the participating Governments
in an agreed proportion.

13. The CGovernment should, Witholut\delay

($) establish a bureau of Economics and Statistics for the
: collection of relisble data, - B

(#1) procure the necessary reserve stocks of the foodgrains
aelecteq for price fixation, vi2., rice, wheat, jowar,.
and bajra, ‘ ’

(i4¢) construct the necessary storage accommodation,

(4v) select in collaboration with Provinces and States suitabe
trade or other g

_agencies for carrying out purchase
and sale operations, and

(v) appoint a small skeloton staff for the work connected -
Wwith the setting up of the All-India Agricultural
Prices Counecil, = . ‘

14, Until the 5
system of work d
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15. The State should take sncillary measures :
(£) to improve the marketing of agricultural produce,

(i) to regulate money-lending and improve rural credit;,
(243) to reform the land tenure system,

{¢v) to secure an adequate minimum wage to the agricultural
labourer, ‘

(v) to ensnure the maintenance of an adequate standard of
management and utilization of land,

{vi) to execute works of agricultural improvement, supply
agricultural requisites and provide technical advice,

(vig) to consolidate fragmented. holdings and promote the
establishment of economic holdings,

(vsi8) to extend education in rural areas,

(iz) to provide subsidized food distribution to low income
groups and specially vulnerable classes, and

() to sécure the co-operation of the people by constituting
representative associations of different agricultural
interssts on a local hasis,
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ArprrpIX T,
State Aid to Agriculture inthe U.S.A.

1. The experience of the U.S.A. in respect of plahned
and co-ordinated measures of State assistance to agri-
culture is full of instructive lessons for India. Within
the short span of the quarter of & century following the

. end of World War I, the U.S. Government have evolved
highly original techniques of econtrol 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 diree-
tion of economic life, the country having been onc of
the earliest to foster its industries by a severely protec-
tive tariff, which had its origins in the financial exigen-
cies of the Civil War. But the application of the prin-
ciple of State direction to agriculture was rather late in
taking shape, From the Civil War to the end of the
10th century, the country found an ever-expanding mar-
ket for such of its crops as could not be absorbed by the
rapidly expanding home population. Cotton, corn’ and
wheat, the primary crops of the U.S.A. all felt the effects
-of the building of railways in the decade which followed
the Civil War, as well as the steady but rapid fall in the
ocost of carrying grain across the Atlantic. These develop-
ments brought the European markets within the reach
of the farmers in the inland states, and led fo a stupen-
dous growth in the total production of these crops, accom-
panied by 2 fall in the value per unit. This fall in final

rices” did not, however, affect the primary producer.
The value of furm crops on the farm in inland states ac-
tually rose per unit in the 20 years preceding 1895, hut
owing to the fall in the cost of freight to the seaboard,
the producers could place their produce on board ship at
Jower price than before, though retaining a Jarger sum asg
their own share, After 1895, market prioes themselves
began t6 rise, and in fact farm prices rose more rapidly
than, the general price level. The increase was parti-
cularly marked in the case of cotton, the area under which
did not show itself as capable of expansion as that under
whe&t.

. 3. At the outbreak of World War 1, therefore, the
7.8, farmer had behind him & history of nearly half a
gentury of uninterruphed prosperity. The output of
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cotton, corn and wheat all practically trebled between
1874 and 1914, and as we have seen above, prices to the
producer showed rising trends. The war gave a further
impetus to these tendencies. To give one example, the
elimination of exports of wheat from Central Europe and
Russia necessitated the opening up of new areas to meet
. the urgent war-time demand. During the war period

an increase of 31 million acres occured in respect of the
cultivated area in the U.S.A.

4. The stage was thus set for the collapse of agri-
cultural prices which supervened in the autumn of 1920.
When Europe began to rebuild in the post-war period,
the acres taken out of cultivation during the war were
restored, and U.S. production became excessive in rela-
tion to the world’s demand. This depressing effect on
prices was accentuated by the rcaction from the infla-
tionary rise in the five and half preceding years. The
index No. of prices roceived by the farmer (1909-14=100),
which stood at 211 in 1920 fell to 142 in 1923, whereas
the corresponding index of prices paid by the farmer
fell from 201 to 152. Thus the relative position of the

-

farmer deteriorated. Europe, suffering from curtail-

‘ment of foreign lending and fiscal demoralization, could
absorb American farm products only at very low prices.
These conditions focussed the farmer’s attention on the
disparity between the income which he derived from the
things he sold and his outlays for farm supplies and con-
sumers’ goods. Moreover, his fixed charges still remained
high. The land boom of the war and immediate post-
war years had left many farmers with a heavy mortgage
indebtedness, mainly as & result of farm lands changing
“hands at inflated values., Taxes also continued to increase
88 public expenditure for hard-surfaced roads, conso-
1_1da.ted high schools, and the like expanded during the
“twenties’,

5. In the circumstances,

bcga.n to put all the blame for their ills on the low world
Prices for their export

ort . <commoditics and to view the ex-

II]Jriccs 3‘%’}?1“8 a8 the major cause of unsatisfactory
: Lhere grew up a demand for reli ‘

The National Ap P r relief measures,

. ricultural ¢ 3
the instance of the Go ouforence, called in 1922 at

te vernment, reported favouring the
r 3 L &
a?fc?g‘:llgmsrtl;agifl if:i‘m coi:opc.mtwe marketing &ssociugtjong
But botween 19'201:2(10 prices through their operation.

1929, the moasure .
by the Governmeng fell £ tha acg::;l,ye{;gﬁ:z

. * short of the f
tations. The revi e i o :
t0 8id in the disposﬁlofn:g oulbinal proaesy, Corpomtion

ticultural products, particularly

American farmers naturally
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in the export market, the Capper-Volstead Act in aid of
co-operative associations, increased agricultural tariffs,
and the provision of additional rural credit agencies con-
sequent on the passing of the Federal Intermediate Credit
Act in 1923, were the only legislative gains which the
farmers made during this period,

6, There was, however, a remarkable increase in
farm organization activity. The Patrons of Husbandry
(Grange), the Farmers’ Union, and a new -organisation,
the American Farm Bureau Federation, all began to put
forward legislative remedies for the farmer’s difficultiea.
Co-operative marketing organisations began to pay in-
creasing attention to the possibilities of securing higher:

rices for farm- products through monopolistic group
marketing. Through the ‘outlook’ work of the Federal
Dcparbment of Agriculture, begun™ in 1823, research
and extention efforts were directed towards ascertaining
and bringing home to individual farmers profitable ad-
justment in their farm enterprises and practices.,

7. A good deal of legislative discussion also centred
round the series of McNary-Haugen bills which were
introducced at various times during this period, but were
never put-into effect, having been defeated twice by vote
and twice by presidential veto. Thesebillsin effect pro-
posed a two-price system, & !ngher one .for the American,
and a lower one for the foreign market. The loss on the
stuff dumped abroad was to be pa,.ld by the farmers them-
sclves by means of an equalization fee. To avoid pos-
sible overproduction, & rgwsed version of the bill provi-
ded for & bounty to be paid on farm exports in the form
of negotiable debentures which could be sold to importers
and used by them to pay customs duties. Another modi-
fication was a suggestion t0 give every producer the right
to sell a designated proportion of his crop in the' lomestie
market while the balance had to be sold abreaa. Trans-
‘forable allotment rights given to each farmer, were to be
sold to the processors, who were required to show’ such
rights when the processed goods were, sold in the domestic
market. In this manner the domestic price was to be
raised above the world price by the value of such rights,
which was to equal the tariff on the given product.

8. Althongh the McNary-Haugen bills never
became law, they s_e'rved to direct governmental thinking
towards the possibllity of mﬂuepcing market prices by
conscious action. But the agricultural problem some
what lost its urgency towards the later ‘twenties’, because
the Production grac_lually adjusted itself and in 1925-99
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income from agriculture as a whole was on a plane that
compared favourably with that of the'prospe?ous pre-
war period, although taxes still remained high, !nnd
- values continued to decline, and progress in other ficlds
was much greater than in agriculture,

9. In the meanwhile, the co-operative marketing
organisations which had developed along commodity
lines in the years following the war, found themsclves
unable to cope with the task of restoring farm prices,
unless they were given federal recognition and support.
This suggested a new and different attack on the surplus
problem, and President Hoover lent his support to a farm
relief plan proposing the creation of an administrative
Board, equipped with a revolving fund of 500 million
dollars, to enable producers to get a high degree of
control of supplies” through their co-operative organisa-
tions and to manipulate them with & view to maintaining
remunerative prices. The result was the passing of the
Agricultural Markeling Act in 1929. This Act was to
“ establish & Federal Farm Board to promote the effec-
tive merchandizing of agricultural commodities........
and to place agriculture on a basis of economic equality
with other industries . Notwithstanding many previous
unsuccessful attempts to hold up prices by storage
and withholding of stocks, the Federal Farm Board
launched an ambitious attempt to support prices in this
manner. The method was to make loans to the

co-operatives which would enable them to hold the
commodities in

stotage unti} the market improved. But in
the abgence of effective control over production, which
was left to the traditional level of advisory and educational
activity developed under the aegis of the Federal Depart-

ment of Agriculture and the State extension services,
the largest st

abilisation operations of the Board, those

in respeet of cotton and wheat, turned out to be failures.
Atributing these failures to Jack of control over production,
the Board

o stated in its third report (December 1932}
duct?‘ ' nﬁl measures for improving the price of farm pro-
can 1EE:e0ffer .tha.n Inereasing the demand of consumers
more 3 fecfiwe Over a period of years unless it provides &
achieves °nite control of production that has been

robl b0 far. For the great staple products the
problem still remajing for future solution ”

10, .

-a plan 55;)3&1 O;G;amtl;}fignﬁc’l was thus in the air. In fact,

were introduced into Congress in JuLyr
These pProposed a tax on Processors, ilsghe procee i
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to. be paid as benefits to farmers conditi i
agrecing to restrict acrcage or produ::iocf:? 1'1?; iﬁ:
?tip}llated amount. The bills did not get out of committee
in either house, and a similar fate overtook their successor
the Jones Bill of 1932, also a production control measure
on an allotment basis, which was not accepted bhy the
Senate, All this legislative discussion took pla.cl:e dgainst
a background which soon assumed ecrisis - dimensions
The onsct of the Great Depressioh set the stage ‘for a
precipitmﬁe collapse of agricultural prices. The index
of prices received by the farmer (1909-14=100) fell from
146 in 1929 to 65 in 1932. Since prices paid by the
farmer fell only from 153 to 107 during the same period
rural distress assumed unprecedented dimensions,
_ Througheut the v,vfi_t}tgrliof 1932, forced li,quid.a\tioné' oi‘
agricultural assets 'were, shaking 'the national ‘Gredit
structure.  Wholesale foreclosures of farm mortgages
auctioning of chattels, and farm bankruptcies had become
‘notorious.’ Several thousand banks in the rural areas
had to close down, to the embarrassment of their city

correspondents, .

11. It was against this background of distress, and
in & mood of administering “ first aid > to agriculture
that the AAA of 1933 took shape.: The 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 the years just preceding the outbreak of World
War I. This policy was to be put into effect by the

following measures :—

1, The enhancement of q,griculturé.l prices by
widespread restraints on production and the

removal of supplies from the market, |

the enlargement of farmers’ income through
direct payments for participation in produe-
tion control programimes, _

3. the le.vying of excise taxes on processors of

farm products, as & means of defraying the cost

of ‘adjustment operations’, and

of marketing through volun-
tary agreements among processors and distribu-
tors or compulsory licensing to eliminate
unfair practices or charges.

4, the regulation

12. The programme Was to _b.e_applied to ‘basic
a,griculﬁlll‘&l c6mmodities’, the . initial list of which
comprised wheat, cotton hogs, rice, tobacco and milk
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end 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 implementation 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 measured
by the standard of purchasing power *““parity”, the determi-
nation of the rate of the processing tax which would be
indicated in such a situation, the amount of reduction in
production which would be ocalled for, and distribution-
- of acreage quotas down to the individual farmer. More-
over, since the- price-raising effects of the plan were ob-"
viously dependent on the degree of participation secured
from farmers, ‘publicity material to give popular expo-
- 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 to be supervised through
all its stages, beginning from the signing of a valid con-

tract- with the Secretary of Agriculture right up to the
final payment. : '

14, The administrative machinery which was evolved
in response to these needs was a masterpicce of impro-
visation. Broadly speaking, a certain demarcation of
ﬂ'mctlons. was made as between the various state agen-
cies dealing with agriculture, The Federal Department
made itself responsible for the formulation of the program-
mes, the legal details of contracts, and the payments of
‘the amounts due to farmers, The State extension ser-
vices shouldered almost the entire burden of the publicity
work ; and the supervision of the actual working of the
programme in the field was entrusted to decentralised

committees of farmers, ranging from the co it
the county and the State. ; iy to

18, Unlike the Federal Faim Board, the Farm ‘Gre i
Admmlstraf;iqn a.n_d the NRA, the -Agricultural Adju(:ilstj
I]n;ent Administration was get up as an integral part of
the Depg,ri_-.ment: of Agriculture at Washington. Thus
the_ Admlms_tra,tlon was to all oxtents and purposes co-
t;rdma,ted with the existing bureaus of the Department.
:é:s work naturally brought it into close touch with the

ureau of Agricultural Economics, but as the latter was
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unable to furnish all the research and s{;a,tistica.l \ inl
necded by the Adjustment Administration, a larlz;lst::;g
- of ec_ox}omlsts and ‘stasisticians was built {1p within th
Administration itsell. A large number of the key mez
were drawn from the Bureau of Agricultural Economics
the Tederal Farm Board, and from state agricultural colle e
‘and cxtension staffs. The so called *factory ™ Whjgh
dealt with the routine work of e¢xamining andycheckin
records of farmers’ contracts and suditing and issuing
ayments under them constituted roughly half the totﬁ
 gtaff of 5000, which ran to about 6,500 in peak-load

periods.

16. Although the State Extension Services w'ere'
the main agencies through which local experience was
brought to bear in w01_'king out the details of the adjust- .
ment programmes, their activities were closely articulated
with those of the Federal Extension Service, especially
of its Division of Co-operative Extension. The Extension
Services differed in their organization and administrative
policies in,accordance with the laws and political prac-
tices of the different Stafes, and a certain amount of
co-ordinution had thercfore to be done by the Federal
Division of Co-operative: Extonsion. . The additional
work thus imposed on the State Extension Services could
not be carried out without federal aid, since during the

depression stato staff had been curtailed, and county

representative_s dropped in many _instances. To enable
these services to fulfil the requnglblht}es ne.w]y agsigned
to them, the Adjustment Admpnstmtmn diverted suba-
tantial sums to State Extapslon budgets—3.5 million
dollars in 1933, 10.5 million in 1934 and 13.2 million in

1935.

17. The fierd orgam’sation consisted _of a h.iemrehy of
committees solected from among the participating farmers
themselves: The major rtask. of: ‘E.heSe committees was
to check dat® furnished by individual contract signers
b0 o Gheir acroage and production in base years (from
o8 o & ¢ reduction required had to be cal-
T Jated) and 0 860 that the reduction undertaken by each
and the benefit payments claimed therefor were consistent
with the overall county plan. State boards of review chec-
Tod tho quality of such work done in the several counties,
The checking of compliance with the terms of the adjust-
ment contracts Was done by persons appointed by the
commodity section of the Adjustment Administration in
Washington from & list of names submitted by the county
allobment committce. The expenses of the Farmers’
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committees, which were known &s Production Contro}
Associations, were deducted from the benefit payments,
and hence the Government did not have to bear any
charges under this head.

18. The organisations described thus far were all
concerned with the produection-control programmes of .
the AAA. But a combination of special circumstances
existing-in the autumn of 1933 forced the AAA into lend-
ing direct to farmers on the security of their cotton and
corn. Cotton prices, which rose by about two-thirds
from March to July, lost 30 percent of this gain by
September. The South began to make vociferous demands
to inflate the ourrency, 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,
- & mew 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.n.nllion 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.,

The charter authority of the Corporation included, among

- other things, the authority to buy, eell, lend apon, and

engage in other activities with respect to agrioultural
commodities and food,

20. Between 1933 and 1938, when the Supreme Court

;ul‘?d that use made of the proceeds of a processing tax
levied under the.Agricultuml Adjustment Act constituted

control of Agricultural production” and was therefore
unconstitutional because it was an invasion of rights

reserved to the States, the Adjustment Administration
&nd the Commodit Gr’ . J . Aministr
intograted policiesy edit Corporation pursued closely

- In the fizst instance, applicants
for loans from the Commodit i ol d to
make application e ity Credit Corporation ha

the county AAA committees, who then
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fecommended’ the. loan after ‘making sure that storags
faoilities were available and the the commodity offered
for loan met minimum standards.of quality. The hold-
ing power conferred by the loans was an important aid
to the price-raising effects of the adjustment programmes,
In effect, all that the farmers had to do-was to store their
product and await developments, this essentially spe-
culative operation being financed by the .Government.
Between the inception of the Commodity Credit Corpora-
tion and Deceniber 31, 1935, the face value of loans granted
by the Corporation was as follows :—

(in 000 dollars)

' Year, Ootton. Oorm
1933 99,408~ “120,207
1034 283,844 11,042

1938 . - 2 B,TTT ‘18,034

Toraw 387,919 145,183

21. Of these ‘loans, about 230 million dollars were
répaid during the period, so that the net addition to ‘the.
farmers’ purchasing power was of the order of 300 million
dollars.

-89 -~ Renital and benefit payments under the AAA
acoounted for 1,108 million dollars during the same period.
The ‘total expenditurs of the Adjustment Administration
upté” December "31, 1935, may be seen from the .table.
appended “below :— '

(in 000 dollars)

Generdl’Administra.tive Expenaes‘ ' 78,108
Rental and Benefit Payments 1,108,323
' rust Fund Operations 15,801
, Refnoval and Conservation of surplus 75,373_2

‘ Prought relief, food bonservation and disease

eradioation operations 157,720

TorAL : 1,435,814

- i thia expenditure, the total revenue
. 23{.}' dA;roaga:)?zzessing m?d related taxes amounted to
golleo e'll'o a dollars upto Ma,rch‘ 81, 1936, Thus the
999}) o 1;1 “nt not covered by the proceeds of the ‘taxes
(:;:r:l:f the-order ‘of 800 million dollars,
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:24, . The’ activities of the' AAA’' undoubtedly résulted
iir’ striking gaing to the farmers. The total cash incoms
from sgriculture- incredsed each year from 1933 to 1936,
ns’inay- be séen from following ‘table :—

Gasir Inoous ¥2ou Fazu * PRopUOTION AND AAA’

Paxmuxrs,

‘in millions-of dollars)

Year. CashIncome: AAA Pay- - Total Coush'
from ments, Income from

Produo;ionz‘ ' Aaricwlmrc.
1938 5181; - 278 5407
193¢ 5632 596 6228
1935 6703 4908 © 1301

.Qm.-—!?&:;n. Davis snd Blask *“Thres years of she ‘AAA" p,
"o At the same time, farmer’s expenditure increased
at a very much lower rate than the increase in their total
cesh income, g0 that the actual. improvement. in: the.
economic position of the farmers was very much greater
than" that indicated by the above table. :

28, The increase in cash income was, of course, due
to a’large extent to the increase in. price. which ocoured.
during the period. Between 1933 and 1935, the index-
of prices received by the.farmer (1909-14=100) incrpased.
from 70 to 108." Prices alone are, however, a rather un-

satisfactory measure of recovery since they fail to allow
igr loss of output due to aoreage curtailment and drought.

enoe the i'mprovement in incomes is a better oriterion
of the benefits conferred on thefarmer by the AAA,

.21 A’ further question is whether a]l the, benefits
really resulted from the activities of 'the AAA. Somse .
critios -have pointed-'out thas the period ‘under review
eoincided with drought conditions, and that prices. would

&ve risen in any case. It is.not. easy, to. disentagle the

é[:licﬁﬁc contribution of the AAA to the final results,

n

ehan analysis involves, infer alig est]
of reduction in ‘tfhe"c'.lua,ni': lia estimates of the amount

L oomuiner, a dtheeffectsof dilou ht, Messars,

ﬁzﬂr?"mvw'a‘nd Black haye, however attompted this.

"} A oupoct of same orops; in. their. Threg:. Years, of
the AAA‘ ] and the:lre S BT Rk B 4areg:. X B

stimages. are,given below ;—
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BENEFIT PAYMENTS AND INCREASE IN TOTAL VALUE
" OF CROPS ATTRIBUTABLE TO THE AAA, 1983, 10
1935, (IN MILLIONS OF DOLLARS). -

‘Oommodit'y. Benefit  Increase in total value Tolalgain fo
: Payments. of crop etiributable  producers,

fo A44,
Wheat 326 30 ' 356
Cotton . 4532 - 830 -982
Tobasco + 56 100 to 150 158 to 208
. Corn Hogs. 620 199 = g9

98. There is no doubt, therefore, that the activities
of the AAA were of immense benefit to the U.S, farmer.
1t js also not open to question.that these benefits were
obtained at the. cost of (a) the consumer, in so far as he
paid the higher prices and.had to- curtail his intake, (5)

" the processors, whose scale of business was decreased,
and (¢) the general tax-payer, who had to bear the cost of
the programme to the extent that it was not covered by
the yield of the processing. taxes. It is also possible
to take the view that the benefits were purchased at too
high a cost. But one thing is clear. In the absence of
the AAA, farm incomes would Liave rémained at low levels
end would have constituted & he&vy_ drag on the general
sconomy. The flow of cash into agriculture undoubtedly
quickened the pace of.recovery 1n the U.8.

29. The Supreme Court dec§sion in 1936 did hot
"result in any significant change in the a-_gl‘lculrtura,lrpolicy
of the Government.’ The Soil Conservation and Domestio .
Allotment Act was placed on the statute book in the same
car. Under this Aet, an open or unilateral offer on the
art of the Seorerary of .‘Agrmulture replaced the contraots
under the original adjustment programmes of 1933,
Conditional payments replacec_l benefit payments, direct
n,ppropria.tions replaced processing ta{es, &nfl the emphasis
as shifted from acreage control towaids soil conservation
:nd upbuilding. The only significance of this Act was
that it functioned aa an aid to continued acreage control, -
But limitation of orops was not successful. The index
of physioal production reached a record level in 1937,
Tven in ‘the case of cotton, favourable ylelqs ._mn.de the
uantity produced that year almost 19 million bales,

also & record figure.

'30.' The continuation of the large *surpluses” led

the U.S. Government to work out more comprehénsive

ogislation for controlling them, which was embodied ip
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the<AAA .of 1938, ° Tn addition ‘to the acreage control,
idea inherited from the old’ AAA, 'the Act specifically out-
lined an " ever normal’ granary’’ programme, which was
defined as * a definite system whereby supplies following
" drought- yeage: or other- great calamity * would bg' latge
enough to take care of the consumer; but under which the
farmer would  not ‘be punished in years of favourable
weather”, In actual practice of course, requirements
and surpluses could .not be determined with absolute
precision, hence calcilations had to be made that were
sufficiently accurate: to bring the problem into focus and
to-form the basis of action programmes. The U.S. Agri-
cultural Year Book of 1938 indicates that one approach
that has been used is to calculate normal supplies by using
past averages of supplies adjusted for current trends in
. consumption and demand, s method which has been used
- particularly for determining acreage and produetion goals
- for basic crops. Nofmal supplies are calculated by add-
ing together the requirements of normal - domestic -
, consumption, normal exports and normel stocks. In the
. onge of cotton, for example, a normal year’s -domestic
. consumption is the average annual quantity consumed
~in the U.S.A, during the 10 marketing years immediately
preceding the marketing year in which such consumption
.18, determined, adjusted for ourrent' trends, a normal
year’s exports. are similarly computed and 40 percent
~of the normal consumption and exports is taken as normal

carry-over. In other words buffer stocks-are usually
calculated on the basis of 409, of normal consumption
;and exports.: - S

~ 31, Moreover, the marketing quota principle was
made an integral part of the Act, the quotas being in-
tended to be used to regulate supplies and to maintain
remunerative priced. o '

- 32, .Inorder toimplement the “ ever-normsl granary *
-programme, arrangements for loans had to be made more
comprehensive. - The obvious agency for this purpose
wag the Commodity Credit Corporation, which was re-

-organised by an Act of March 8, 1938, The borrowing
powers of the Corporation were fixed at 500 million dollasrs.

The Treasury was required to appraise the assets and
liabilities of the Corporation, as on March 31, every year.
On the basis of this annual appraisal, the net worth of

the Corporation was to be adjusted to the amount of its

100 million dollar capital by (1) payment to the Corpora-
tion' by the Treasury of any capital impairment, or (2)
payment by the Corporation into-the Treasury of any
‘¢Xxgess net worth over-its capital- ‘



© 33, 'The AAA of 1938 provided for mandatory loans
to be made by the Commodity Credit Corporation on
specified commodities.  The loans were envisaged mainly
-in respect of wheat, cotton, and corn, for which they were
" to be granted upto varying percentage of the * parity
price ”’, depending on the extent to which domestic con-
_sumption and export were expected to exceed their normal
levels. ‘Minimum rates were set at 509, of the respective
parity prices. The loans were to be given to co-opérators,
.8 ,co-operator. being defined {except in the case of corn)
as 't o producer on whose, farm the icreage planted to the*
commodity or the crop with respect to which ‘the loan
is made does not exceed the farm acreage allotment for
‘the commodity ”’.. The loans were to be on a non-
'ive'(_;qui's_e basis, ﬁa.ng‘l"nor prqducer was to be personallyliable
for any deficiency arising’ from the sale of the collateral
securities any loan unless such a Joan was ‘0bt§.ined through

fraudulent representations by him.

.84, ;-;-;Ffomz1938 to the'outbreak of the was with Japan

in® 1941, Governinent: policy was , directed ;towards
erfecting the organisation thus set.up. Attention was
mainly devoted tostream-lining the decentralised local farm
committees. The system, ag it finally emerged, provided
for a, certain measure of Central Control at the toplevels
along with complete local freedom'at the'-commanity
stage. . The direction of the entire organisation waa
" vested in the. Agrieultural Adjustment Administrator in
' Washington., On Xis recommendation (in consultation with
the State Fxtension Director and the officials of the
prinoipal _farmers’ organisations) the Secretary of
Agricultur'e' appointed State Commitees, each usually-’
 oonsisting of four ;_nembers including alwayg the State
Extension Director.” Below the State Committees came
" the County and the Community Committees, composed
in each ca8€ of three persons elected from among the
i erating farmers. In all there grew up roughly 48
gz;:g Co 00, County Committees and- 29,000

mmittees, 3,0 ounty Stees and 28,00
ity Committees. in the origina , the
Community en, which ranged fromabout 3 to

i f Committeem 1g¢
sa:frllle:rsoper day, a8 well as the operating expenses of the
: (Bjongmittees, were deducted . from the funds made

available for payment torfarmers.

lities of the Commodity Credit

‘a8, Tt onsibi
2 t?;;f ;::E also gradually incrensed. In 1939 it
Corpor? —art of the Department of Agriculture. In

was.;n?gzlat%a: acope of loans was extended to include
A ;;era'tm:“ sn the peanut programme. In May of the
go- ‘ _
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pame_year the Corpofation waa directed to make loans

available on the 1941-46 crops of eotton, corn, wheat,
‘ rice, tobacco and peanuts. Loans were to be made to

_non-co-operators also, at the rate of 609 of the parity

price.  The  rate for oo-operators was raised to 85%

" of the parity price. To enable the Corporation to cope

“with these new commitments, its borrowing powers hed

already been enhenced to 900 million dollars in 1939 and
'1,400_million in 1940,

- 86, The funoﬁoning of the Commodity Credit Cor-
poration between 1038 and 1040 may be seen from the

. following table :—

- Loans distributed by ‘the Commodity Credit Cor-

"~ poration and appropriations from aiid payments

to the Treasury, 1938—1940 (in millions of
dollars), ' B

fm amouni of lsans en

p—— priaticn * | Payments to
. YEAR Oot.mlcom img m Treasury.

1938 205 . 181 49 94 -
1939 1 112 117 119 —
1040 153 83 201 — 44

Note :—Appropriations froﬁ and payments to the Trea-

ds

L

- 1937 fo 1942, ero
. 1923-32 average.

sury relate to the appraisal on Marfch 81 of ‘the
respective years). = S

37. -Since the Soil Conservation Act of 1936 and the
AAA of 1938 placed emphasis on conservation programme,
it is interesting to note that on an average, in the period .

P yields per acre were 20.89, above the

38. The outbreak of the ‘War brought about a com-
plete reorientation of agricultural policy in the V.8,

-The changes thus necessitated may be

briefly summarised -
- a8 follows :— |

1. The production of the certain orops éssentinl
to the war effort had to be increased, =

2. .thjai procurement of the agricultural commeo-
) dities for the Allies had to be organised, and

3. "domestic consumers had
undue increages in the
processed foods,

to be protected against :
prices of foodsbuffs and



The fulfilment’ of these aims naturaily involved
not only the Department of Agriculture, but also other
sgencies of the Government. This led to the creation
of several high level bodies for the purpose of co-ordination.
On June 5, 1942, a Food Requirements Committee
was set up to control the production and allocation of all
civilian- and military food requirements. The Secretary
of Agriculture became the Chairman of this centralized
body, which had power to direct and handle the wartime
food problems in close coordination with other compli-
oated problems of war production. On June 6, 1942, the
White House announced the appointment of a Combined
Food Board, composed of the Secretary of Agriculture
and the head of the British Food Mission. It was to effect
planned and expeditious. utilization of the food resources

of the United Nations.

30, The internal organisation of the Department of
" Agriculture also under-went a good deal of change during
"wartime. Beginning with December 1841 there were a
number of mergers and reshufflings of the variois
Adrﬁinisi;ra.tions. At one period (March 26, 1943 to June
30, 1945) .the programme agencies of the Department
were grouped into two administrative units, one respon-
sible to the War Food Administrator and the other to the
'Recretary of Agrioulture. The W'&PFO(_)d‘Adm]mgtFa,hqnﬁ
-was, however, merged into ‘the Department of Agriculture
with effect from July 1, 1845,

these changes, the Commodity Credit-
d to retain ité identity. Butin August.
1045, both the Commodity Credit Corporation: and- the:
A icultusl: Adjustment Administration . were consoli-
dg:ed‘ '(al'ong-‘With' gome related offmgs) into t_he_]?r_odug-’.
. and Marketing Administration: ~ Within-~ thid
’:lg;inistmtion, the adjustment programmes were to be
formulated snd supervised by commodity branchei.
41. 1t is] however, moré i:}npor{;anil',i to exa_.min;:_ h_ov;
et ;arbime agricuitural policy were achieved
the oﬁ::jw:;:igx As}gv'el have. I;tated before, the”
o duetion of certain crops essentialto the war effort had-
r g eased, The method used to evoke the _d_eaued
to be 10X ta tee" prices to. farmers' at not

jon was td guaran farmers’ at,
};(;d:ﬁ;gngo% of the parity level. This price support

. . IRMEEY N
was. put into practice in’ differen} ways
pro'gr&;'lim;ﬁ fit the 'gerishability and unifOrﬁhl'ty of th’a’cpm-
des(lig_zl as well ag the respective marketing practices,
{rm;ic;hy;nay briefly be summarised ss follows i—

0. During all
" Corporation manage
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1. Non-recourse loans, used for grain and cotton
which are easily stored on farms or in the
condition in which they leave the farm; .

‘2. Direct purchase from farmers, used mainly
for a number of the field crops and for wool-
and dried fruits, -all of which are also easily .
stored in the.oondition in which they leave
the farm; -

3. ‘Purchase of graded or processed commodities
from either dealers or processors at guaran-
teed prices; provided the dcaler or processor
bought the raw material from the farmer a,t‘
‘support prices; and
Supplemental payments to farmers, used in
instanices where the Government did not like -

to interfere with or disturb normal marketing
channels.

43. The major load in putting these programmes
* inbo effect was naturally carried by the Commodity Credit
Corporation. . As regards non-recourse loans, the method
was already familiar to the Corporation. The other
methods could be put into practice only with help from
other agencies. It is not.possible to describe here the
manifold devices used in this connection, but it may bé .
stated that in the main purchasing operations were con-
ducted either by committeemen on the account of the
Corporation, or by foreign buying agencies, the accounts in
the latter case being adjusted under lease-lend. Undue
increase in prices charged to the consumer were prevented
by the purchase and re-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 .
absorbing the loss. - :

. 43. All these activities necessitated further inoreases
n th_e b°1'.r°‘l"m8 powers of the Commodity Credit Cor-
.pora.tmn, which. were inoreased to 2,650 million dollars

in 1041, to 3,000 million in 1943, and 4750 millionin 1944,
The loans distributed b

y the Corporation during the war
Years were ax under :-— . A

Fear.  Qoitow. Cors. Wheat.  Others.

1041 153 81 381 -
1943 T 843 6 162
—— —

L — -

Y60, 131 084 215,
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44, As for the purchase operations of the Commodity
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 Corpbration‘
(As on June 30, 1944) o

Commodity. Quandity. Book Value
: (in 000 dollars),
Wheat (000 bushels) 98,960 135,565
Corn (000 bushels) 1,951 -
Cotton (000 bales) 2,322 146,920
Tobacco {000 Ibs.) 168,813 87,860

45. The wartime activities ot the Commodity Credit
Corporation undertaken in 1942, 1943 and 1944 were
egbimated to cost about one million dollars. Roughly
half this amount was used for dairy feed and milk pay-
ments, about one-fourth' was accounted for by losses
on sales of feed wheat and the remainder was made up
of losses in conneotion with oilseed crops, processed
vegetables eto. . -

46. Although the cost of these undertakings has been
substantial it is small when considered in relation to the
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 obatacles
compares very favourably with the rise that took place
during the last War, The general wholesale price-level
has risen only 37% since August 1839 as against the rise

" of more than 100%, in the period of nearly equal length
that marked the duration of the last war. The cost of
living, which before October 1943, was rising by 3/49
every month, was for the whole year 1944, held without

any change. : .

47. Simultaneously with the operations of the Commo-
dity Credit’ Corporation, the Adjustment Administration
continued its policy of production control. The aim was
to help the farm operator to scale his crop production
upward or downward to meet national agricultural demands.
The Administration was also in the best position
to provide the machiriery for making regional break-downs
of the national goals set up for crops needed in greater
quantity, and its allotments and marketing quotas

grevented & wasteful expansion of competing but less
egsential orops. As before, the work in the field was
carried out by the decentralised farmer-committees. The
gervation work of the Administration was confinued and

con
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5 i s given to local committeet_nen in deter-
gr?q,'ter l&t:at‘ili%:;:i?)ilgl¥3r congervation pra,ct.lces and the
ﬂ_llmn% 'sal,) ments far mers could earn by carrying them 91112,
?ll‘flzpregu}lrts’ were encouraging, the money eal:ned b-y
farmers on this account increasing steadily yecar by year :—

Money Earned by Farmers ol Conservation

“Practices, (in millions of dollars}.

Year Amount.
1040 §;;
1941 122,
1942 160,
1943

combined effect of all these measures has
. 43'& ;Ii"h;ificant increase in the output and yield per
| ee;t -'of cgops. The following table shows the increases
.:fx;t have been achieved during the war years (—

f Agricultural Production and Crop
hvo}umeYoieldgrper Acre, 1940-1944,

fear. Index of total volume of Index of crop yie_l'?i"

Agricultural Production per acre
' (1923-32=100). (1923-32 =100).
40 112 120
igil‘ 115 122
1942 126 136
1943 131 124
1944 133 : 130

49. What of the future ¥ With the end of the war,
the problem of surpluses has again begun to exercise
the minds of the U.S. Government. After the urgent
needs of war-devastated countries have becen met, it is
likely that the problem may again become acute. Bub
in the meantime, the Government have assured twenty
farm commodities of price-supports in the present post-
war period. Six basic crops, eotton, corn, tobacco, rice,
wheat and peanuts have been assured of price support
for full two years from January 1, following the date
on which the President of Congress shall have proclaimed
the hostilities to have ended. Fourteen other crops have
also been assnred of price-supports for at least, two years
after the war ends. The post-war commitments accepted
- by the Government are to support the prices of all these
commodilies at 909, of the parity.
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50. That the U.8. Government means business ig
evident from the statement en post-war agricultural probe
lems made by the Secretary of Agriculture, Mr, Claude
R. Wickard, at & hearing of the House of Representatives’
Special Committee on Post-War Economic Policy and
Plapning in August 1944. In this statement he made it
clear that the “ Ever normal Granary * idea should be
expanded, both as & means of storing part of the yields
of years of plenty against years of lower production, and
os & means of stabilising the income of farmers. A farm
family should enjoy & way of living comparable to
that of a family of equal capacity and industry which
derives its income from business or industry. Parity pricea
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 & part of national farm policy.

51. Price-supports are thus the pivot of post-war
U.8. Agricultural Policy. Beginning with tentative at-
{,cmpts at a marketing control, agricultural policy i that
couniry has evolved through the stages of stabilisation
operations, production adjustment and non-recourse
Joans to the present fqll-fledged.a.cceptance of the Govern=
ment’s duty to guarantee 2 fair return to the producer,
Tt js also clear that what began in a half—apologetio way -
as market adjustment involving more or less self-financing
grown into 4 system of assistance to

rrangements has
& € d from the general exchequer,

a,griculture finance
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AppErpix 11
State Aid to Agriculture in Canada.

. 8

1. State assistance to agriculture in Cu?;(ii,ehgf
been conditioned by the overwhelming fxm}[})!iq b among
exports to the country’s economy, and o Iiv R(wrr\insky
those exports. It has been estimated by L. Journal,
{‘Anglo-American Trade Prospects’, Ecol-lomli‘ Canada’s
June-September, 1945) that nearly one-third o \ d‘ from
snnually paid out national income is dGIWL-ar days,
exports. + Moreover, of Canda’s exportsin Pre-‘:i U.S.A.
-nearly 30 and 50 per cent went to the UK. an er.cénf’
-regpectively, but these constituted only _5 and 16 pda was
of the total imports of those countries. Canne v as
this in'a very week bargaining position, especially iy
export surpluses were in many cases seversl ttmei oy
large as domestic consumption. For instance, the cou o
produced five times a3 much wheat as she cousum of
‘and her' exportable surplus was about 40 per Ce“;_", 13
-aggregate world exports. - Nor was wheat the only fie 1
‘eropy exported. Oats and barley accounted for sm® 4
‘quantities. The cxports of fruits, vegetables, fish an

dairy products also amounted in value to roughly helf
-that of the total exports of wheat.

2. Prior to World War I, farmers usually sold

their wheat either to the local representatives 0 ©
grain merchants or

to the elevator companies, Whlc.}:‘

. re-sold the produce to the Winnipeg Exchange. This

system was always suspeet in the eyes of the farmers, ‘{Vho

believed that they were being paid unfairly low priec®

~ by the trading interests. In 1917 the exigencies of war

'l:?i(}soto the establishment of the Board of Grain Sup®*”
“visors,

, which wag intended to function as-an agency
for the centralised gellin

g of wheat to the Allied Gover™
IEE?;S' G'E‘};e oard was the intermediary between tl;.
ernments J anys
the latter being tﬂe%banfi the Wheat Export Comp

b
contrast, to Y Orde

the Board f s . :oh pald
& fina} pyj I Grain Supervisors, which P
Wheat che 50 the fa

Tmer once and for all, the Canadid?
d 1' Oa-l'd. gave a &
elivery of the

3 n

ubstantial first payment , n.-

Payments gy thWheat to the local elevator, and furtléfs’.
Xpeuses, Sinee epc-mp was sold, deducting the Boar

Tices continued at high levels, farmer?

1 on July 31, 1919. %
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“were favourably disposed towards the Board. But its
‘activities aroused the natural opposition of the Winnipeg
Grain Merchantis, and as a result of thier agitation, the
Board was abolished in 1920, : '

3. TFarmers in general were, however, averse to
returning to the old state of affairs, and in 1923 the
Alberta Growers orgoniscd themselves into the Alberta
Co-operative Wheat Preducers Lid:, which was to carry
on centralised selling operations on exactly the same
lines as the defunct Wheat Board. In oider to ensure
some stability in the scale of operations, it was provided
that members should pledge themselves to deliver their
entire produce, for a period of five years, to the Co-opera-
tive Organisation. The example was followed by Mani-
toba and Sasketchawan in 1924, and in the same year
the three provincial organisations combined together
to form a Central Selling Agency called the Canadian
Co-operative Wheat Producers Ltd., otherwise known as
- the Canadian Wheat Pool. During the next three years

this organisation marketed approximately half the Cana-
dian wheat crop, and worked smoothly and efficiently.
Hence when the original five year contracts expired in
1928, they were almost all renewed, and the Pool appeared

to be firmly established.-

4. By 1928, however, the world wheat market
‘was ripe for a collupse.. Ever since the end of World
War I, the wheat market was suffering from a fundamental
disequilibrium. Production in North Americu, Aus-
tralia. and the Argentine was increasing in spite of fulling
prices, because of decreasing costs consequent mainly
on the employment of the petrol engine. Mecanwhile
the European countries, the natural outlets for these in-
creased supplies, were trying to maintain and even increase
their domestic crops by high tariffs,. The natural result
was that the world’s stocks of wheat were gradually
increasing, and priccs started falling steadily. In 1928
matters came to a head. There were bumper crops in
the Argentine’and Canads, and at the end of the year

milling wheat in Liverpool was fetching

- good qualit
Eﬂzut qlo Bh}j a cwt. as compared with about 11 sh. 8d.

the year before.

5. At this stage the Canadian Wheat Pool made
y haring the general feeling of speou-
lators that wheat prices had been declining long enp}lgh
and that a. tise was overdue, the Pool did not liguidate
its holdings at lower prices, but carried over excessively

& miscaleulation. 8
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large stocks into-the 1929-30 season. The example of
the Pool was imitated by other speculators. The result

was that on August 1, 1929, the world’s carry-over was
st a level nearly double that of two years before,

6. In the autumn of 1929, the ‘price of wheat fell
to $1.50 per bushel, and the Pool fixed the first payments
to growers at $1.00. Shortly afterwards, the price fell to

. $1.25, and the Pool was obliged to ask for assurances from

the banks that they would not insist on the sale of its
stocks in order to recover their loans. As the banks
refused to give any such assuranecs, the Pool was compelied
to ask the Provincial Governments to guarantce repay-
ment of the loans. The Governments willingly gave the
required guarantees, because they 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 by the Provincial Govern-
ments mainly by issuing state bonds to the banks on the
security of mortgages on the elevators owned by the

Pool, the latter being required to repay the face value
of the bonds over a period of years. '

7. With regard to the 1930-31 crop, the Pool made
an initial advance first of $0.80 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 liguidated
its holdings, leading in turn to-severe repercussions, on..
the entire economic organisation of the country. The
situation evidently called for drastic measures, and the
Pool, backed by the three Provineial Governments,
appealed to the Dominion Government for aid. The
latter agreed to assist, on condition that they should have

the right to appoint the General Manager of the Central
Selling Agency, with virtually dictatorial powWers over
the sale of the crop. The Pool agreed to this condition,
and in Novembe

T, 1930, Mr. J.1.McFarland was appointed -
ag Genera.l_Mana.ger.

8. Mr. McFarland carried on the methods of the
Pool, exce

ept for the discontinuance of direct export
through its offices overseas. Incidentally, the whole
.system of marketing of wheat in Canada was examined
In 1931 by a Royal Commission under the chairmanship
of Bir Josiah Stamp, which pronounced in favour of the
old speculative markets. But as this opinion created
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_uvonsiderable opposition .among the. farmers, the Agri-
cultural Committee of the Canadian Parliament held
another investigation, before which the farmers pressed
the necessity for setting up a national wheat board simi-
lar to the Canadian Wheat Board of 1919-20. This plea
was not accepted, an® 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 iun
effect a Government Department for the liquidation of”
" the stocks left over from the operations of the Pool. The
Qovernment also attempted to control the Winnipeg
market through the Agency, The 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 in prices, but
actually to force them up. In thisendeavour, the Agency
was largely suogessful, 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 del:crifbec}l &}‘i)o;e éed 1;10 8

‘o mentary inquiry, as a result of which the Canadian,
vs'll;l.;:;nBoarg Ac?t wia passed in July, 1935. The Act
rovided for the appointment of a Board of three members
with headquarters at Winnipeg. Prowsmr_x was a?_ls_g made .
for the setting up of an Advisory Committee limited to
i maximum of seven persons, of whom four were to be
representatives of producers. ‘The Bqard was empowel"ed
* to gell and dispose of from time to. time &?.11 wheat wlpch
the Board may acquire, for such price as it may consider
reasonable, wjth the object of prom’c:tmg the sale and use of
Canadian wheat in world markets”. There were no com-
pulsory provisions requiring the farmer to sell his wheat
to the Board. On the other hand the Board was required
to purchase all wheat offered to it at a flxec} Pprice,
aocompenied by the issue of participation certificates.
These certificates entitled the producer to share in the
equitable . distribution of 1_;he profits arising out of the
operation of the Board during the current year, and were

non-transferable.

11, The Act itself did not lay down any basis for
determining the fixed prioe, this being left to the judge-
ment of the Board, subject to review by the Governor
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to ba contracted. - Even as edrly as 1940, the Govern-
ment undettook & * Wheat Acreage Reduction Policy .
In 194) payments wero made at $2.00 per acre on each
acre diverted from wheat to coaise gisins and grasses.
as compared with the 1990 acreage. . A higher payment
of $4.00 pet acre was made on the wheat acieage allowed
“to lie fallow. In 1842, the payments on the fallow weie
1educed to $2.00 per acre, the other payments remaining
unchanged. In the same year, it ‘was deemed necessary
to increase the production of flax for munition purposes,
and the Wheat Board was given complete control over
the purchase and sale of flax-seed. The Board fixed the
price for the 1843 crop of flax-seed at §2.256 per bushel.
‘Similar authority wds given to the Board in regard to the

puchase of soyabeans, the presciibed price being $I.95‘
~bushel

_ 18. Another important war-time development, which
in effect led to the maintenanee of prices at stable levels,
wag the establishment of Commodity Boards like the
Meat Boaid, the Dairy Producta Board and the ‘Spncia,l
Products Board. These Boards were charged with the
duty of supervising the purchase and shipment of various
farm products under the bulk sales contracts entered into
by the Canadian Government with the British Ministry
of Food and oth~r United Nationg Organisations. These
contracts related to pork produets and beef, cheese and
evaporated milk, cggs (dried and shell), dressed poultry,
dried peas and beans, dchydrated vegetables, certain
-clagses of sceds, and fibre-flax. 'The fact that. the’
Procurcment Boards were ready to purchase all contract
goods of suitable grade in bulk lots naturally provided
price support for these and similar products.

20. The war also introduced some complications with
regard to the export trade. In some cases, as i the
apple trade of Nova Scotis and British Columbia, export
markets were disturbed serionsly. With regard to this
fruit, the growers were protected by minimum- guaientes
on that portion of the crop for which no gond outlet was
visible. 1f it became necessary to process the apples
the Government undertbok to absorb the loss nnppro:
duets gold in this form.  Diffioulties also arose when ffed-
grains prices advanced sharply in 1943 in the US. &
levels ahove the ceilings fixed in Canada, and the e-x' i
of feedgraing hecame profitable. In order to - for
the profits avising from this trade, the Canadiag Felzigl‘li
Goversnent esmh]is}‘md Equalization Funds i A lrai:l
1843, and the Cann:rlm.n' Whem_-t, Board wag :ﬁ-esighed Ehe
responsibility of edministering them, Equalization
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fees were levied on permits issued for the export of oats
and barley, and were based on the difference between
the Canadian price ceiling and the U.S. market prices.
The revenue thus realised was distributed after the close
of the crop year among all producers-who marketed oats
and barley during the period of funetioning of the 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 impoited
products. In the case of these imports the Government
reduced import duties and also resorted to direct consumer
gubsidies. The programme was handled by a newly
established Commodity Prices Stabilisation Corporation,
which was wholly owned by the Crown and was directly
regponsible to the Minister of Finance and to the Wartime
Prices and Trade Board. Subsidies weie paid in two
ays (1) Sale of goods at below cost prices by the Cor-
pm"atinn, end (2) direct payments to producers, impoiters
wmd “distributors. The total cost to the Government
of the activities of the Corpolation, from' its inoeption -
upto December 31, 1944, is shown in the following table :—

Operations of the Commodity Prices Stabilization
Corporation, Ltd. '

December 1, 1941 to December 31, 1944, (in
millions of Canadian dollars).

Item. AMOtmt_
Import Subsidies . 99.4
-Domestic Subsidies 100.8
~ Losses on Commodity Trading - o964
.Adminisirative Expenses- 21
TOTAL : 2277

(Source :—Report of the Wartime Prices and Trade
Board, Canada, January 1, 1944 to December
31, 1944).

22.” Out of the domestic subsidies of $100.8 millions,
. gricultural products accounted for $64.24 millions, ag -
may be seen from ‘the following table :—
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Subsidies-or reimbursements of Domestic Agr:
cultural Products. ’

(in millions of Canadian dollars).

Item. Amound.
Butter. . 12.89
. Oanned Fruits and Vegetables. ' 3.95
Corn, - 0.06
Eg.gs, frozen. - 0.23
‘Pruits, fresh and processed. 1.30
Feeds, fif;hmea.l. 0:13
" Jam and Jelly." 1.02
Meat, 0.41
Milk, 44.29
ToTAL : H

oo The largest single item was thus the expenditure
in respect of milk, amounting to $44.29 millions, of which
38.46 million represented subsidies to consumers.

24, The most comprehensive measure of State assis-
tance to agriculture in Canada, was, however, the passing
of the Agricultural Prices' Support Act in 1944, Under
this Act, which is designed to guarantee minimum prices
for farm products against a possible collapse ofp guch «
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 1aid down, this being left to the discretipn of the Board,
subject to & general obligation * to secure a fair relation-
ship between the returns from agriculture and those from
other ocoupations”. A Board of three members assisted
by an Advisory Committee, representing producers and
trade-interest, is to administer the Act. Two methods
are prescribed for supporting prices—(1) the fixation of
prices at which the Board will be prepared to purchase
agricultural commodities and (2), an undertaking to make
good the difference between the actual average piice

during a season, and the price which in the judgement of
the Board will bring sufficient returns to the farmer.
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25. In connection with -this Act, the Minister of
Agriculture explained that it was not intended to control
production after the war by means of production or
delivery quotas. However, the Act was envisaged as
providing a mechanism whereby the production of some
roducts may be dcereased and of others increased by
establishing less attractive floors for some produets than

for others.

28. The history of Agriculture in Canada thus affords
justances of almost every kind of state assistance, ' The
operations of the Canadian Wheat Board oconstitute
o olasdic example of state bulk purchase and sale opera-
tions designed to proteet the farmer from the incidence
p0f unfair prices offered by grain traders. Experience

Jed 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 then wheat -
during wartime, which also called forth various devices
to capture-a portion of the export profits for the benefit
~ of the farmer. At the same time, the necessity for evok-
ing the pattern of production dictated by war needs, com-
bined with the objective of protecting the consumer
against undue increases in the cost of living, led to the
.grant of generous subsidies both to producers and consu-
mers. Finally, the most significant feature of the situa-
tion is that the Government has realised the supreme
importance of protecting farmers against a post-war
collapse of prices, and has set up & machinery, well in
advance to prevent® such a developthent. Canadian
experience thus provides many types of price support
messures which are well worth careful study.
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ArrErpIX III.
- State Aid to Agriculiure in the United Kingdom.

1. A study of British agricultural policy reveals
that the idea of State aid has not found favour with the
public until very recent  times. Whereas American agri-
culturists behave as if their contribution to society en-
titles them to demand help from the general revenucs
as a matter of right, their British counterparts usually
ask for such concessions in & half-apologetic manner,
such reguests being generally coupled with promiscs of
incieased efficiency. Moreover, Government aid to faim-
“ing in Britain has uptill now been conceived ¢f mainly
as emergency relicf, and has in most- instances been a
by-product of pressing war-nceds..

- 2, The causes for this half-hearted attitude are
grounded in the impericl position of Biitain, as well ns
_in her former status of internationz] lender par excellence.

From the repeal of the Corn Lows in 1848 till the Ottawa
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 investments
only if she would take payment at least partly in agri-
cultural commodities. Again, ‘the loeation of many
international commodity maikets in London meant that
substantial sums could be earned by way of charges
. In connection with the transactions cairied on theie all

of which wenj to swell Britain’s ‘invisible exports’. More-
over, to British manufacturing and commercial inierests,
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
sta.nda.rd of living, appeared to be absolutely essential,
even if it meant that British agriculture was ruined.
Sir John Russell relates in his monograph on Rothams-
ted how at the beginning of the present century, when
A. D, Hall, his predecessor at Rothamsted, approached

the Board of Agriculture for & Government grant, it was
refused, and the Secretary confided in Hall his view
that agriculture in England was dead and it was the Board's
business to bury it decently. This attitude was typical.

.. 3. Even after the repeal of the Corn Laws in 1845,
British a

: griculture continued to be relatively prosperous
until 1877. Although in the period 1846-74 the price of
\ ned stationary while the price of other artioles
Increaged, the consumption of wheat incfeased enormously.

wheat remai



241

"Mussrs, Layton and Crowther in their *“ Study of Prices
estimate that the average annual consumption of the
rountry increased from 14.0 million quarters in 1841-45
to 20.2 million quarters in 1871-75, an increase which was.
proportionately greater than the rise in population durin;
the same period. Actually, the golden age of British
farming began in 1843 with Lawes’ invention of super-
.phosphate end the manufacture of artificial fertilisers
on n commercial scale. Imports of feeding stuffs like
maize, beans and oilcnkes, the extension of field drainage
and the utilisation of machinery of all kinds like seed drills,
reaping m=chines, chaffcutters and steam ocultivators
belong to this period. This prosperous era came to an end
in 18717, when for the last time wheat prices stood at more
than 50 sh. a quarter, until nearly forty years later prices
. again soared up with the outbreak of World War I

in 12. ..

4. The main factor which undermined this pros-
perity wes the increased importation of grain from the
U. 8., and mcat and cheese from Australia, New Zealand
and the Argentine. The price of wheat was down to its
. lowest level of 22sh. 10d, per quarter in 1894, but it
must be noted that industrial prices also participated
in this fall. The increased volume of imports into the
U. K. may be illustrated by the following table showing
the: average imports of wheat, -barley, oats, beef and
mutton in the first 3 years of each decade from 1881-83 to

j011-13 :— _
(in millions of cwts.)

‘Wheat.. Barley. Oats. " Beef. Mution,

1881-83 791 139 130 3.0 0.7
1891-93 - 93.0 18.2 15.4 5.2 1.0
lool-03 1086 246 183 7.4 4.0

119.4 22.4 18.2 0.4 5.4

1911-13 _
" (Sourss : D. A. E, Harkneas, “War acd British Agriowlture » P8

5. The result was that the arable farmers of the
Eastern and Bast Midland and Southern counties could
. no longer pay. theu"_way. The situation waa worsened
by 8 proIonged f:_a,].l in the general level of prices, The
Statist’s annual 1pdex number of prices, which stood
at 111in 1873 declined almost continuously unti] it stood
at 61 in 1898, Wages and rents were adjusted only partl
4o this fall, and the first shock of depression hag to_bg

takeD by the farmer.
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6. From 1896 to the outbreak of World War I,
there was a slight improvement in the position of the
‘British farmer. Prices gradually rose during this period,
and the Statist’s index namber stood at 85 in 1913. In
general, livestock products (with the exception of wool)
recovered appreciably in price. In 1913 the prices of becf,
mutton, pork, bacon and butter were not significantly
lower than forty years earlier. The decline in butter
and bacon was less than five percent, and pork was
actually slightly higher-in . price. This relatively better
position of livestock products was but natural, since these
could not be imported with such facility as foodgrains.

7. British - agriculture therefore turned gradually
from corn production to livestock farming, and ‘Up horn,
down corn’ became the motto. The increase in the live-

%tolck population of the country can be seen from the tablé
elow :— '

Livestock populaticn, U. K. in 000 s

1870-14  1910-14

Cattle: 9,747 11,934
Sheep 33,052 29,241
Pigs. 3,813 3,813

( Bource : D. A. E. Harkness, War and British Agrioudturs, p. 12}

8. Thug cattle showed a substantial increase in
numbers whm}x more than made up for the fall in the
sheep population. Pigs showed no change.

-8, At the same time the area under cultivation
decreased by 20%,;

bable o a8 may bg gseen fiom the following
1874 1914

(Thousands of f{cru)

Ploughed Area 17,178 12,670

Rotation Grass : 6,285 8,744

_Permanent Grass 53,680 27,350

‘(’)“}ﬁ‘-’?&t 3.831. 1,906

B& ;‘ 4,089 3,899

Pa,: ey 2,507 1,873

Potatoes 1,421 1,209

(Source ; D, A, F. Harkness, War and British “rioulbmi. P d2)
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It will be seen that grain-crops and potatoes all
recorded falls, the area under wheat actually decreasing
to less than half its former level.

10. The movement from corn to stooks also meant
that less labour was employed. The numbers of males
10 ‘yoars old and upwards employed in agriculture in
Great Britain declined from 15,43,900 in 1871 to
14,29,500 in 1911,

11. At the beginning of World War I the significance
of modern warfare and its urgent claim on home agri-
culture were not at first realised. In 1915 the Food Pro-"
duction Committee unanimously recommended that far-
mers should be guaranteed & minimum price of 45 sh.
per quarter of wheat for a period of § years, but influenced
by the apparently satisfactory supply position, the Govern-
ment declined to accept this recommendation. But
this complacent attitude changed as a result of the poor .
harvest of 1918, which coincided with a period of increased -
shipping difficulties. This led to the creation of a special
Food Produoction” Department in 1917, and compulsory
powers under the Defence Regulations were  invoked
to secure an expansion in the tilled area. The- total
ploughed - land of Great Britain and Northexn Ireland
increased from 10.9 million acres to 11.4 million acres
between 1916 and 1917. This result was to some extent
called forth by the decision of the Lloyd George Govern-
ment to accede to the demands of farmers for a guaranteed
price, In 1917 the Corn Production Act guaranteed
prices for wheat and oats up _to 1922, The same Act
provided for a minimum wagse-rate for agricultural
labourers, and forbade increases of rent in response to the
gua.ranteed priees. Actually none of these measuressbecame
necessary, sinoe scarcity rapidly foreed up both the price of
 wheat and the rate of wages.. The guaranteed prices of
wheat ranged betwen 45 sh. and 80 sh. per quarter, whereas
" the market price stood at over 70 sh. a quarter through-
out the period 1917-21

12. In 1020 the Agriculture Act provided that the
minimum prices should be 68 sh. per quarter of 504 lbs.
for wheat and 46 sh. per quarter of 336 lbs. for oats.
These figures related to 1919, and Commissioners were
to be appointed to consider for subsequent years'the
peroentage by which the cost of production .of wheat .
and oats respectively had changed as compared with
the standard years, and the minimum prices were to be
adjusted aooordingly.
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13. Early next year, however, 5 deflationary move-
ment set in and the Government anticipated that they
-would not be able to implement these price-guarantees.
A substantial sum of about £18 millions became due from
Exchequer, and it was feared that their payment would
impose undue strain on the Government’s finance. The
snnillment, of the guarantees wae clearly indicated, and
the farmers through_their Union egreed to this course,
on condition that a sum of £1 million was set aside for
egricultural research, eduction and advisory services.
The provisions with regard to guaranteed prices were
therefore repealcd in 1921. “The whole episode proved how
easily open to attack aid to farmers could be if it took
the form of a grant that came up for annual review in
Parlisment as & lump sum on the Estimates.
Buch 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 & decade during which agriculture
was loft unaided to weather the storm. Education and
research were fostered, and some financial help wss also.
gxtended by the complete derating of agricultural land
in }929. Tithes were converted into a fixed charge in
1925, and landowners were subjected to an amorti-
sation eharge of a little over 439, which would extinguish
them in the year 2012, The Empire Marketing Board,
established in 1926, carried on & campeign in favour of
empire produce, which was of some indirect benefit o
. British producers, in so far as they had to compete with

high-cost Empire countries rather than with low-cost
foreign countries. But comprehensive schemes of assie-
tance to agriouiture, involving State finances to any
significant extent, were definitely frowned upon by the
Government. In the White Paper on Agricultural Policy
published in the early pert of 1926, subsidies were dismissed
a8 entailing more cost than was justifiable on defence
grounds. In their place, various palliativés were Bug-
gested, such as the provision of credit, the extension of
ama-ll-holqmgs, the improvement- of rural emenities,
a-ffqrestatlon, ‘the provision of Government funds for
d.ra;ma,ge, the a-SSiSt&nce of ¢ sound schemes " of lcO-Opera"
tive marketin '

g ete,
15. The laissez-faire policy of th ment
accentuatedthe gec Threlgoy of the

katec ulsr trend of British agriculture, viz-
EE; ‘;I&ns;tmn‘ from arable to livestock fagi'ming- During

ceade 1990-29, the prices of livestock and livestock
products fell to'a legger extent than the pricens of cer®®
and form erops, as may be seen from the following tab}® *™
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Percentage Inorease Over Pre-war.

Lriveatock and Products. Cereals & Farm .C'ropa

1920 192 185
1921 128 - 90
1922 78 49
1923 66 28
1924 83 84
1925 . 64 44
1926 58 3¢
1927 44 39
1928 2 34
1929 52 23

(Sourcs : D A. ¥, Horkness, War and British Agriculture, p.38).

16." By 1923 the tillage area actually fell below the
1914 level. It is true thet as time went on, the arable
farmer was able to’ obta,_in ‘his supplies of fertiliser at
cheaper rates than the livestock producer obtained his
feeling stufis, but this was counter-balanced by the
increase in the cost, of labour. Wages showed steady
snorease, thanks o0 the operation of t_he Agricultural
‘Wages (Regulation) Act of 1924, The increased wage-
bill did not affect the livestock farmer to the same extent
as the arable farmer, owing to the sma.l}er employment
of labour in stock farming as qo:gp&red with crop produe-

tion.

17. In the latter twenties the effects of falling prices
were partly offset by an increase in the efficiency of Bri-
tish farming. D. A.E. Harlness has estimated (War and
British Agriculture, p. 36_) that between 1924-25 and
193Q-31 the volume of agrlcultura;l. oubtput increased by
over 89, while the number of agricultural workers dec-
reased by 7 to 8%. Moreover, agricultural prices fell
reletively less then prices in general. The following
table illustrates this trend :— -

Index Numbers of Prioes;

Agricultural Industrial

Commaodities, Commaodities,
1924 100 100
1025 100 93
1928 93 - 87

1927 01 82
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1928 91 81
1929 87 79
1930 76 70

(Source : Board of Trade Journal, Index Numbers have been converted
to the base 1424=100},

18.- Tt was only gradually that Government pqllcy
veered round to the idea of active assistance to agrlgul-
gure. The lnbcur Cehinet of 1929-31 was responsible
for two impottant measures. The first was the Land
Utilization Actof 1029, which provided for the settle-
ment of the unerployed 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 mere important ena.ctmz_ant
was the Agricultural Marketing Act of 1931, and enabling

measure under which & number of Marketing Boards were
subsequently established, : ‘

19, The Marketing Boards thus set up related to
hops, milk, pigs and potatces. In effect, these Boards
were afforded a sheltered market for their activities by the
impo.i’ion of suitable tariffs and quota regulatiops on
competing foreign products. Within this market they
funetioned as organisations of producers which could to
some extent raise the locsl price, in a few cases by regula-
tion of domestic production as well. For instance, imports
of foreign potatoes were regula,ted by a sliding scale of
teriffs which began with a duty of 4 sh. 8d. per ewt. from
the. 13t November to the 30th June, and then merged into
the duty on main crop of potatoes of £2 per ton during
July-August and £1 per ton foi the rest of the year.
Il_ﬂpprts from Eire were restricted to certain quotas.
Similarly, there wag a very high duty on foreign hops.

20 Thedegree to whi i i a1d could
raise the price gree to which a given Marketing Bo

of the produ i :ch it was conceined
naturally depended on the c:x?;}; Zzh::}l:ich it could exer-
cise control over the supply. In the case of hops, the
Board functioned withoyt friction because it had the power
to dllot a quota of production to each grower, and W88
the.sole buyer of the produce at prices fixed before hand
}::y itself. In the same way, the Potato Mailketing Boar
licensed potato growers, limiting each to a definite acreag®
and checking extengion op the entry of fresh grower® d
q cf;a,rge of £5 per acre on all additions to the 10"
quata, '

s
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21. Control of supply was not always possible, With
regard to milk, for instance, it was obviously impossible
to fix production-targets, Here the natural expedient
was to manipulate sales in such a woy as to obtain the
highest net returns from a given distribution of market
demand. The demand for liquid milk is partly for direct
. consumption gnd partly for the requirements of processing
factories like those for making bulter, cheese, condensed
and dried milk. The Milk Marketing Board endeavoured
to keep the price of liquid milk for direct consumption
at & fairly high level, and sold the surplus to the processing
.factories at comparatively low prices. Even then the

Government had to step in and provide a subsidy to
raise the amount received by the producer on account
of these sales to processing. factories. The proportion
of surplus to liquid milk was spread equally over all the
producers, each of whom was paid for & certain proportion
of his deliveries at liquid milk rates and for the balance
at processed milk 1ates plus the subsidy. Such compli-
cated machinery was, however, not required in all cases,
To take one instance, hops represented a very 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 en effective control over supply may
be illustrated by the working of the Pig and Bacon Mar-
keting Boards. The scheme related only to pigs pro-
cessed into bacon, so that pigs produced for other pur-
poses were left uncontrolled.« Moreover, even the domand
of the bacon-curers wag 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 obtsin the neces-
sary number. The unsatisfactory functioning of the
gcheme led to the appointment of & Reorganisation Commit-
tee which reported in 1935. In accordance with its
recommendations, & Bacon Development Commitice was
get up to control the policy of both the Marketing Boards,
Finally, & 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
gystem 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 owing
to the outbreak of the war, :
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3. * Although the original enabling measure wan
'pa.sszed during t%e tenure of office of the Labour Govein-
ment, the actual setiing up of the Marketing Boards was
* done by its successor, the National Government. Within-
a few years the National Government also took steps
to assist agriculture. by tariffs, .quotas and subsidies.
Of these, the first two types of measures were resorted
to partly in order to sefeguard 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 pf
109, being imposed on all imports subject to certain
exceptions like, wheat, maize, meat etec. These excep-
tions naturally lessened the benefifs which home _pro-
ducers could expect, and in any case the duties did not
apply to imports from within the British Empire.

24, A more effective method of regulation of imports
was by means of quota restrictions. We have already
seen how such restrictions were imposed in respect of
Irish potatoes. Similar measvres were taken for limiting
the-imports of bacon and ham to a level such that total
annual supplies would be estabilised at approximately
10§ million cwts. Imports from overseas, which stood
at 9.9 million cwts. in 1933, fell to 7.6 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 kne% the exact
amount they could supply, and were able to pursue a
price policy designed to obtain the best possible price for

the quality of bacon which they were allowed to send
to Britain.

+

25. But by far the most important assistance to the
. farmers was made by way of straight forward subsidies.

One example was the wheat subsidy provided for in the
Wheat Act of 1932, a measure which also set up & mechan-
18m for recovering the cost of the subgidy from the consu-
mer. Under this Act all wheat of millable quality was
guaranteed an average price of 10 sh. per cwt. and it was
laid down that any difference between this price and
the actual average price ruling on the open market should
be made good to the producer by the Government. Such
deficiency payments were to be paid only up to a maxi-
mum limit of 27 million ewts., a figure which war well
above the production of wheat in the U, K. at that time.
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~ This Emit was raised to 38 million cwts. by the Agri-

~culture Act of 1937 when production increased as a
result of the operations of the subsidy.. The scheme
was financed by a levy imposed on all wheat flour sold by
millers or importers of flour, the rate of which varied with
the amount of deficiency 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 & burden on the consumer becauase
the total supplies of flour on which the levy was imposed
were of the order of 82 to 84 million ewts,, whereas de-
‘ficiency payments, as we have scen, were limited to 36
miilion cwts.

26, Similar assistance was given to producers of oats
and barley under the Agricultural Act of 1937. A stan-
dard price of 8 sh. per cwt. was establiched for oats, and
deficiency payments were made to growers of oats when-
ever the average price fell below 7 sh. 7d. per cwt. In
contrast to wheat, the deficiency payments were made

. on an acreage basis of 6 cwts, per acre, raised to 14 cwts,
in 1939. The maximum acreage in respect of which de-
ficiency payments could be made was limited to ten-
elevenths of the area under oats in 1937. The amount
which & particular grower could earn was also subject
to o maximum of £1 per acre per annum. It was also
provided that farmers could not obtain the oats and
barley subsidies as well as deficiency payments under the
Wheat Act. The financing of the oats and barley subsidies
. was by means of payments from the Exchequer, and
consumers were therefore not directly affected.

27. In the years.just before the outbreak of World
War II, the payment of direct subsidies became the fa-
vourite method of assistance to agriculture, From
September, 1934 onwards a subsidy of 5 sh. per cv?t. for
live animals was paid to producers of fat cattle in the
United Kingdom at an annual cost of about £4 millionas.
The Agriculture Act of 1937 provided for the supply of
lime snd basic slag to farmers at cheap rates. Finally,
as an incentive to the farmers to cultivate sub-marginal
land, the Agricultural Development Act of 1939 empowered,.
the Government to pay @& subsidy of £2 per acre on'land
which was ploughed up after having been under grasas for
gseven years.

98. The cost of all these measures of Government
assistance is not easy to assess, especially in the case of
. tariffs and quotas. As an illustrative example, imports
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"of bacon and ham fell fiom 9.95 million ewts. in 1933 to~
7.53 millions in 1938, while the number of pigs produced

in Great Britain rose during the-same period from 3.51

millions to 4.38 millions. . It is not possible, however, to

investigate the real burden on the comsumer involved
.in these developments. It is'also not possibie to estimate

the effects on consumption of the activities of the Market-

ing Boards. Some figures relating to the subsidies paid

during the year 1038-39 are, howevers availeble, and

these are given below :— :

State Assistance to Agriculture, 1938-39..
(in £ Millions).

Sugarbeet Subsidy 1.73
Sugarbeet Remission of Bxoise . 1.62
‘Wheat Subsidy - 9.29
Barley Subsidy (@) 0.80
Qats Bubsidy (a) 2.32
Fat Cattle Subsidy (a) 4.69
Milk Subsidy (b) 1.68
Bacon Subsidy 0.15
Land Fertility Scheme (a) 1.30
Ploughing up Subsidy (@) 0.50
Drainage . (a) 0.40
Livestock Improvement 0.10
Rating Relief, 17.00
ToraL ; 41.17
(a) Approximations (6) Includes £605,000 of pay-

ments towards cheap milk
for sohools ete.

{ Sourcs 1+ 8ir Danlsl Hall, “Recenstrustion and the Land", p. 43 ).

29. The net offect of all these measures was to halt
the long-term shift from cereal to livestook production.
The area under wheat rose from 1.25 million acres in
1931 to 1.93 million aocres in 1938. The total area of
corn crops remained more or less constant, becauss bar-
ley and oats both fell by substantial amounts. The
ploughed. area showed insignificant flustuations round
the figure of 9 million, which was only about 2 million
acres leas than the corresponding area in 1914, By and
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large, therefore, the fall in cereal production was arrested.
As for the livestock population, it showed a considerable .
increase as compared with 1914, . Cattle increased from .
7.9 millions in 1914 to 8.9 millions in 1939, cows and
heifers from 3.2 to 3.9 millions and pigs showed the highest .
increase, from 2.9 millions to 4.4 millions;

30. The outbreak of World War II led to one very
import&nt change .in the methods used to assist British
agriculture viz. the shift of emphasis from subsidies to
guaranteed prices. The objectives were now to in-
crease crop production and to provide from home produc-
tion a greater proportion of the feeding stuffs required for
livestock, thus reducing imports and saving valuable
shipping space. To stimulate output, subsidies and high
prices were paid, and most important of all, farmers were
guaranteed a.market for their products for the duration
of the war and one year thereafiter. All cattle, gheep,
pigs and eggs were purchased by the Ministry of Food:
at fixed pirices, announced well in advance, and graded
according to quality. Prices for wheat were fixed and
g market was guaranteed for all that was produced. As
for potatoes, minimum and-maximum prices were spe-
cified and the Government gave assurances that they would
take steps to deal with any surplus crop left over at the
end of the season. In the case of oats and barley, maxi-
mum prices werc fixed, but without any assurance with

regard to a marint,

31. These gunrantees, if left without control, would
have led to great increases in theé cost of living to the
consumer, which in turn would have been reflected in
demands for higher wages. In order to prevent such a
development, the Minisiry of Food functioned as the sole
imporier of practically all fogdgtuffs and the purchaser
of many farm products. The Ministry made bulk purchagas
abroad and sold the producg: to consumers‘by averaging
high-cost and low-cost supplies. The mergins that could
be added by the processors, wholesalers and retailers at
various stages of marketing were also fixed, and the
remuneration of importers and middlemen who acted as -
a genté in the acquisition of supplies, and sometimes in
Jistribution, was based largely on the pre-war level of

ommissions. If in the case of any commodity even these

¢ cures of control were not effective in assuring a level
n}eaarices fair to the consumer the increases in cost were
0b£)1'be d by the Ministry and not passed on to the ultimate
H

consumer.
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. 82, The combined result of all these meagures was an
increase in the price level of agricultural products by
nearly 100 percent between 1939 and 1944, The Agri-
cultursl 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. 8d.
per week in England and Wales in August 1939 to 85
“sh. at the end of 1943—an increase of 87 percent. The
total value of agricultural output (including the fermer's

own consumption and subsidies) rose from £200 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 1st
September, 1939 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 & 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. 8, Hudson,
the Minister of Agriculture and Fisherics, estimated that
in 1940-41, the velue 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. Mr. Hudson also

stated that samples of farm accounts collected from all
parts of the country showed “a steady but varying marked
ineraase in farmers’ returns, throughout the years of the war

and that after making full allowance for the faet that the
pre-war years showed profits which were far tao low .

. 36. 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 en
acequate level, and simultaneously to cut down imports
by one half. The following table shows the increased
production of crops achieved during the war i—
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. Patimated Quantity of Principal Crops Harvested
(in thousand tons).

Wheat Bar- Oats. Pola- Sugar- Vege- F:l-u,it

ley. tces. beet. table, ;
© 1938-38 1651 765 1940 4873 2741 2384 455
(Average) '
1939 - 1845 892 2003 5216 3529 2428 836
1940 1841 1104 2892 8404 31768 2687 580
1941 2018 1144 3246 8010 3228 2974 326
1942 2567 1446 3553 0393 3924 3808 762
1943 - 3449 1841 3059 9822 3760 3197 705
_ Parceniage )
Increase sincs -
1036-38 108 118 _ 58 102 37 34  B5
(Sowvee:” Btasistles velsting (o tbe War Efforts of the U.I.I.";.

™ 17).

38. 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 barley by 95.5 percent, while oats showed an in-
orease of 51.8 percent. The total arable land rose from
12.0 million acres in 1939 to 19.4 million acres in 1944,
or by 50 percent. There was a corresponding reduction
in the ares under permanent grass, which fell from 18.8
million acres to 11.7 million acres. The cattle popula- .
tion wes fairly well maintained, but sheep, pigs and
poultry all declined in numbers. _

37, At the end of the war, therefore, fedrs were
efpressed that a difficult period of re-adjustment lay ahead:
of British agriculture. It was believed that the seoular
trend towards livestock production would re-assert itself
and that foreign imports would again relegate crops
to & subordinate place. Even the most ardent expo-
pents of the farmers’ point of view did not expect anything
more than & continuance of the pre-war system of mar-

keting bosrds, subsidies, tariffs and quotas,

3s. Happily, such pessimistic forebadings have tur-
ned out to be mistaken. The Labow Government has
ut forward a8 comprehensive scheme of State assistance
to agrioulture, unparalleled in British annals, The
Minister of Agrioulture, Mr, Thomas Williams, discloged
in the House of Commone on November 16, 1945 the gene-
gal principles of the Government'’s’ agrioultural policy.
Heo stated that the Government proposed to establish a
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wystem of guaranteed prices and assured ‘markets for .
milk, fat livestock, eggs, ccreals, potatoes and sugarbeet.
Prices for cereals and potatoes would be fixed well In

" advance of the sowing timc. 'For fat livestock, milk and
eggs, minimum’ prices will be known $o farmers thrsef‘.t'_o

- four years in advance. Notice of any quantitative limi-
tation of the output was to be given 18 months before the

" harvest in the case of crops and at least two years in

"advance for * fat livestock, milk and eggs. The

- actual methods for affording an assured market - weie

“to be worked out for each commodity in the light of the

- -system to be adopted by the Government for its procure-
ment, distribution and sale. Methods other than that of

direct Government pu.chase (e.g. the deficiency payments

under the Wheat Act) are not ruled out. )

39. In return for-the benefits othus- conferred on
farmers, the Goveinment proposed to insist on increased
efficiency and also to ensure that lands are not allowed
to lie waste. This was to be achieved by moking free
technical advice and wmarketing facilities nvailable to
agricultmrists and by giving them compulsory directions
for cultivation: If these directions were not obeyed, itwas
proposed to take over such lands and to make.the fullest
‘productive use of them through the agency of 8 Commis-
sion set up specially for the purpose. Local bodies were
to be reguired to -assist in the-execution of this poliey
and to provide the industry withleadership and guidance.
- For this purpose, it was proposed to set up in England
and Wales County Committees similar-to the existing
County War Agricultural Executive Committees, These
County Committees were to he appointed by the Minister

- of Agricult\.ne’! partly from araong those selected by dif-
ferent scctios of the a -

! gricultural industry and partly
rom other sources. These Committees were expected
meinly to promote technical efficiency, working for this

purpose in close association with the National Advi

Service which it was intended to establigh 3 Vieory
; stablisgh

Wales towards the end of 1946, in England al.ld

40. British agriculture- iy thus assured of another
period of prosperity. The Government of the day has
at l.a,st- grasped the essentia] fact, brought out so c%rn&rly
during the war, that the prime requisite for evnkiné the
level of production required by the country is the assu-
rance of guaranteed prioces and markets. = At the same
time, the provisions for more efficient farming cnsure
~ that f_a-?mers do not. succurb to the temptation of merciy

be_.n_cﬁ!mg from the price-guarantees gnd doing nothing
“to improve, production, ' o ? )
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APPENDIX IV,
State Aid to Agriculture in Australio.®

. 1. Btate assistance to agricttlture in Australia has
been concerned mainly with wheat, owing to tht over-
whelming importance of that erop in the internal agri-
‘oultural economy of the country as well as in the export
trade. The firgt crop of wheat was harvested in Aus-
tralia in 1789 and the country became self-sufficient in
the early ‘Sixtjes’ of the last century. Since then pro-
duction has increased steadily until the peak was reached
in 1032-33, when Australia. produced 214 million bushels
of wheat (5.8 million tons) of which she exported 150
million bushels {4.0 million tons)t.e. a little over two-thirds
of the total production. Wheat and wheat flour alsor
make up asizeable proportion of the value of total exports,
Out of the export: trade of £ 157.6 million in 1937-38,
wheat and wheat flour accounted for £ 26.9° million, In
respect of cultivated area also, the erop occupies a pre-
ponderant position, and during the last quarter of a cen-
tuty the wheat acreage has ranged around 13 million
acres on an average, ocovering about 709, of the agricul+
tural land in the country. The importance of the crop
in the internal agricultural economy of Australia may be
geon from the following table :—

GROSS YALUE OF

Year Agricultural Production  Wheat Ratio of wheas
‘ to agriculiucal
. . predootion.
1937-38 93,229 37,000 30.9
1938-39 - 76,851 21,989 28.6a
1939-40° 95,784 38,775 30.4
1940-41 70,4086 17,145 24.3
1941-42 94,451 30,764 32.5
11042-43 111,230 33,041 29.7

The value of wheat accounts for no less than 29.6% of
the total value of agricultural production. -

9. Prior to World War I there was no system ‘of
active State assistance to wheat-growers in Australia,
PDuring that war ‘however, t}ge Commonwealth Govern-
ment exercised . powers obtained under the ‘War Pre- .
osutions Act for the purpose of establishing compulsory -

#This acoount of State aid to agrioulture in Australia relatea

- purely to assistance given t0 the wheatgrowers, = Although Btate asaie-
. tance has been rendared to the wool and (_imry . industries also on an
extensive scale, it was felt that the experiencein regard to - wheat in
icular will be of apecial jnterest to India, and hence this mecount has

n oonfinﬂd to that orop.



wheat pools, These pools were managed by State Borrds
on which originally there were rcpresentatives of if-h*'
wheat-growers., Later they were given one representative
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
Eughes Government desired that the trade should revert
to previous channels and the compulsory pools were given
up. In Queensland, however, &2 modified form of com-
pulsory pooling, based on the vote of the growers was
introduced by the Wheat Pool Act of 1921, The Viectoria
 wheat-growers also operated a successful voluntary wheat
pool which at one time handled 609 of the State’s wheat.

3. With the cessation of the compulsory pools,
the wheat industry was left unaided to weather the storm.
Until 1927, however, the industry had a period of relative
prosperity owing to high prices. This led to the conver-
gion of pasture into wheat lands and to attempts in Wes-
tern Australia to finance the growing of wheat in an area
ill-suited for the erop. The onsat of the Great Depressiotni
therefore found Australia in a somewhat vulnerable

position, and the prices of wheat declined steadily as
shown in the following table :—

Year, Average price per Bushel.
1927 5sh. &5d.

1931 2 sh, 10 d.

1932 3sh. ld.

1933 2sh.104d.

1934 2sh, 8 d.

During this period, however, there was actuallv un |

. A ’ increase
in the quantity produced owing o the gey;xera,l desire
to compensate for low prices by greater production. The
OTAge 0.4 million in 1922-27 to 15.0
Vo some period rom 1g4 o, Erodction inoreased during
bushels. P m 134.9 million busghels to 161.8 million

4. The steep fall in

] rices
for action to maintai ppricesn::u;ally led to & demand
In 1930, therefore, the

and for the setting up of an A
to function on the lines of 5 OOmptizgi;:&no ‘thea.t- Board
pare was however defeated gng insteadpwoa,.;. pE:ESdmfﬁg
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. Wheat Advance Act in the same year which guaranteed
s price of 3 sh. per bushel less freight and handling charges.
The Act was nol however implemented for want of funds,

5. The assistance rendered by the State to the
wheat-grower during this period tcok 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 assistance to their growela,
The first occasion was in 1931 and a subsidy of 43 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
gum of £ 2,000,000 to the various States for assistance to
the wheat-growers for reducing the cost of production
of wheat (including the cost of transport and marketing)
and for providing for the needs of the individual wheat
grower. The distribufion of this grant wes made by the
respective States generally on the basis of acreage sown
to wheat, Similarly in 1933-34, a sum of £ 3,000,000
was provided for distribution amongst the Stetes to pro-
vide assistance to the wheat-growers who during the
year ended 30th June, 1933, derived no taxable income,
or having derived taxable income, produced evidence -
that there were circumstances which justified such

assistance.

8, The assistance rendered in the year 1934-35 wag
in accordance with the recommendations of the Royal
Commission on Wheat, and took the following forms:—
(¢) & grant to each State sufficient to .ma-ke payments of
3 sh. per acre sown with wheat for grain during the year
1934, (¢¢) a bounty of 3 d. per bushcl on wheat harvested
during the financial year and sold or delivered for sale
on or before the 31st October, 1935, and (i#4) direct pay-
ments to wheat-growers who were in adverse financial
circumstances up to a total sum of £ 573,250,

7. From 1931 until 1933, the funds to meet whest
payments were provided from the general revenues. But
in 1934, in accordance with the views of the Royal Com.
mission on Wheat (1st Report, 1934), which recommended-
the transference of part of the burden to the shoulders,
of the consumers, & tax of 105 sh. per ton in 1933-34, and
of 52} sh. per ton in 1934-35 and 1935-36, was imposed
on milled flour for the purpose of providing a portion
of the revenue from which payments could be distributed, -



8. The actusal extent of assistance granted to the
wheat-grower by way of relief and bourity peyments
up to 1934-36 may be seen from the following table :(—

Amount paid to Years, ‘ Amount.
wheat-growera,
Bounty. 1931-32. 3,429,314,
Relief. 1932-33. 2,000,000.
Relief. 1933-34, 3,053,000.
Bounty. 1934-35.) 1,462,414,
Special Relief. ' 1934-32.) 573,260
Relief. (1934-35. 2,004,944,
' (1935-36. 1,915,869.

Tt will be seen that an average sim of between£2-3 millions
per year has been granted by way of relief o wheat-growers.

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 1935 onwards
and the average price for 1937 was as high as & sh. 0 d.
During 1936-37 and 1937-38 therefore, there was no need -

for any finencial assistance to the wheat-growers from
the Government of Australia and none was given.

10. The year 1938-39 began badly for the wheat-
rower. Prices suffered & disastrous decline at the end
of 1938 to & point lower thaun during the worst period of
the depression, (viz, 6 sh. 2 d.) and in July, 1939, they
touched the bottom at 1 sh, 9 d. These fluctuations in
prices led to immense sﬁffering for the wheat

and it became clear that the industry was ‘in desperate
need of State assistance. A comprehensive attempt wag
therefore made by the Commonwealth Government, m
1938 to give assistance to wheat-growers, and g, number
¥f dActs, g:et mogt }ilm%cirtant of which were the Wheat
ndustry Aot and the Flour Tax Aot i '
yoar, A » Were passed in that

~Erowers

. 11, The main objeet of thig legislat; -
lisation of the internal price of wheat i?ln Xl?:tt:]g stat.:bl-
level corresponding to a price of & sh. 9 4 I;‘Pn{; t;}:i
ab sou-bourd, The essential pre-requisite fm" Ehe sul::c:ess
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of this policy was obviously the insulation of the domestic
‘price-structure from iniernaticnal factors. This was
to be achieved by imposing an adjustable tax on
imports. By the Wheat Impoits and Exports Act, if
the price of imported flour was less than &sh, 23.,
an import duty equal to the difference between
the home consumption price and tho _ price of
‘imported flour was to be levied, subject to 2 maximum
of £7 10sh. per ton. The wheat Imports and Exports
Act also provided that if-the world price was higher
than the domestic price of 8§ sh. 2 d. per bushel, an ex-
port duty should be imposed, the rate of duty increasing in
proportiontothe difference between the two prices, subiject
to & maximum of 1 sh, per bushel, In addition, sccording
to the provisions of the Flour (Wheat Industry Assis-
tance) Assessment Act, 1938, & tax not exceeding £ 7.
103h. per ton was to be imposed on all the flour either
held in stock or manufactured in Australia. Out of the
proceeds of all these taxes, 8 Wheat Industry Stabili-
sation Fund was to be created, from which grants were
to be made to the States. The Fund was divided into

three parts, vig ;:—

.. (8) Wheat Industry Special Account.—OQOut 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 constituie
this Account. During the first year, the following pay-
ments were 10 be made to the States as financial assistence :

New South Wales .. £ A100,000.
Victoria £ A 200,000.
South Australia £ A 100,000,
Western Austrslia R £ A 100,600.

TOTAL ; .. £ A 500,000

These sums were to be applied for the provision of relicf
to distressed wheat-growers in the respective Statcs,
In the next four ycars the Minister was to decide what
amount should be peid to the Statecs normally, on con-

; ' he fund was applied for meeting the cogt of

ition that t .
?;;;sferring wheat farmers from land unsuitable for the
economic produotion of wheat.

(i) Wheat Taz Account.—All the money collected
by way . of taxes on Wheaj: exported from Australia o on
wheat produced and sold in Australia were accumulated in
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1 ' e vrice of wheat rose above 5sh. 2 d.
phis ﬁz‘g:lmtt.he.xxiiﬂaerspwere prohibited from raising the
pe?ces of flour in consonance with the inereased wheat
pf;lices and in order to compensate them, assistance was
fo be ’given out of this Account, .the netual rate of
asgistance being decided by the Minister.

(#i1) Out of the remaining sum, such payments were

to be made as were necessary to make certain refunds
of the Flour Tax provided for in the Act and other special
payments. After these decductions were made the re-
mainder was to be allocated to the States to.be distributed

among wheat-growers in proportion to their production
of wheat.

12. The principle underlying the measures reviewed
above was that when wheat was below 8sh. 2 d., the.loca,l
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 he passed on to them ; on the other
hand, when wheat was worth more than that figure, it
was intended that the growers should subsidisc the con-
sumers, since the profits on the export market which
governed the overall priee 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 beecause

before steps could be taken to implement it, World War
11 broke out. ]

13. When hostilities commenced in S-piember, 1939,
the wheat industry of Australia was experieneing a period
of unduly low pricés. The price had fallen 10 2 sh. 1d.
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 & large accumulation of surplus stocks in the chief
exporting countries and the natural disebility arising out
of Australia’s remoteness from the main centre of
consumption rendered the situation extremely difficult,

14. In view of thesc eircumstances, the Common-
wealth Goverament under the Wheat Regulations consti-
tuted the Wheat Marketing Board on the 21st Scptember,
1939, to acquire, with certain exceptions, all wheat beld
in Australia. The Board was empowered, subjeet to the
diroctions of the Minister for Commérce, to purchase,
scll or dispose of wheat or wheat products, manage and
control all matters conneeted with the handling, storage,
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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 composed
of & Chairman, seven growers’' representatives and one

millers’ Representative.

15. The Wheat Marketing Board succeeded in ecqui-
ring and disposing of almost the entire stocks of wheat
in Australia as may be seen from the following table giving -
figures of total production and the quantities acquired

" by the Boerd :—
Wheat Acguired upto 1st July, 1944,
(000 bushels)

Period. ' Quantity Acquired. Production.
1938-39 17,840 156,369,
1939-40 195,445 210,487,
1940-41 63,659 82,233,
1941-42 153,968 166,713,
1942-43 142,742 155,728,
1943-44 94,890 109,559,

Out of the total quantity of 668,544,000 bushels acquired
by the Bonrd during the period 1938-39 to 1943-44, 175,
012 000 bushels were sold for exportas wheat, 139,715,000
; for export as flour, 152,797,000 bushels as flour

. bushels
for local consumption and 78,788,000 bushels for other

purposes.

16. The Wheat Acquisition Regulations provided
that the Minister for Commerce and Agriculture should
determine the compensation to be paid for wheat acquired.
During the seasons 1939-40 to 1941-42 an initial payment
of compensation Wwis made as wheat was acquired and
further payments were made as the proceeds of pool saleg
were graduclly realised. In August, 1942, the Government
gave approval to a pro_posal to guarantee to wheat growereg
' compensation at & figed rate on a maximum of 3,000
bushels known as quota wheat, while on additional deji-
vories (nonquota wheat) compensation at a lower rate wag
ta he paid as the wheat wasacquired, A qaota was allotted
tn each grower, and on the wheat delivered by him to the
cxtent of his quota, the grower received the guamntced
yayment. The quota allotted to the majority of wheat-
prowers Was for 3,000 bushels, but in certain instanceg

. ¥



- 262 -

growers who operated under. & share-farming agreement
‘either as owners or as ghare-farmers, or who cultivated
" their lands under family arrangements, were granted
quotas of Icss than 3,000 bushels. The following prices

have been guaranteed in respect of quote end non-gquoLvd
wheat since 1939-40 i—

Year. Guaranteed price.
©1039-40. eenen 2 sh.-101 G. less freight.
1940-41. ........ 3 sh.-0 d. '
1941-42. ..., 3 sh.-0 d.
194243, ..o Quota wheat- 4sh-0d. Country
pidings.
Non-quota wheat 2sh.-0d. Country
sindings. .
1043-44. ... . Quota wheat 4sh.-0d. Country
sidings.
Non-quota wheat 2sh.-0d. Country
sidings.
1044-45. ........ Quota wheat 4sh.-0d. Country
_ sidings.
Non-quota wheat 3sh.-0d. Country
gidinga.
1945-46.

-4gh.-4d. Country sidings.

Since 1942-43 therefore, the wheat-grower has been

guaranteed & price not less than 4sh. 0d. ;
respect of quota wheat. per bushel in

17. The following table gives figures regards i
financial operations of the Australian %Vhea.t, eBgoa:r‘ijnfitl'e

Australian Wheat Board : Financial Operaticns,

~(in £ millions.)

1839-40. 1940-41, 1941-42, 1943-43, 1943-44,
Peid to Growers, '~ 31.35 11.07 9
. A . . 5.
- Paid as Froight. 878 102 808 3a1  oal
Expenses, 3,56 1,38 3.97 2'. s 1: a3,
Total payment. 38.89 e

13.65 32.94 30,78  19.3%
+ _ S

——y

e
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The largest item was naturally the amount paid to the
growers ageingt wheat acquired by the Board, and since
this accounted for practically the whole crop, the total
payments relate practically to the entire wheat produetion

of Australia,

18. It may bho mentioned that the Government
continued during the war to give substantial assistance to
wheat-growers by way of relief payments in addition to
the benefits conferred by the guaranteed price.  The relief
and payments made during the wor were ss under ;~

Relief and Fayments, 19:_39-40 to 1842-43.

Year, Amount,
£
1939-40 2,486,067
1940-41 1,408,593
1940-41 870,000
1941-42 1,651,718
1041-42 15,623
1942-43 1,708,643

Thus relief continued to be granted practically on the
pre-war scale, ;

19. ‘With the successful experience of the Wheat
Marketing Board during the war, the Austrelian Government
has introduced two Bills with the objcct of stebilising the
price of wheat at 8 sh. 2 d. per bushel. This price has been -
fixed mainly on the ground that it is expected to cover
the cost of production of the average farmer and to leave
him a reasonable margin of profit. The mechanism devised
for implementing this price is almost the same as was pro-
posed in earlier plans, particularly in the Acts of 1838, The
Wheat Marketing Board will eontinue to acquire almost
all the stocks as the cnly ageney for marketing inside end
outside Australia and will undertake to purchase wheat
~ at 5sh.-2d. per bushel. The guarantec ofthis price-level
is based on two factors, vfz, (@) the continuance of the
external price at 10 sh. per bushel, and (b) the creation of
a Wheat Stabilisation Iund in order to support the
guasrantoed level, As long as the external price remaing
higher than the guaranteed price, the wheat growers will
have to surrender 509 of the difference between t(he
guaranteed price and the external price. Out of this
contribution, a Wheat Stabilisation Tund will be created
which will be utilised to maintain the price at 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 is & run on the
Fund leading to its exhaustion, the Fund will be reimbursed
out of the general revenues. The 509, contribution from
the growers is fixed for the first year only and in a higher

external priee-level continues to prevail, this percentage
may be reduced in future. '

.20, The Australian Government realized that no
plan for price-stabilisation can succeed without a certain
degree of regulatjon of the production and supply of wheat.
So far as supply is concerned the Wheat Marketing Board,
as mentioned earlier is the monopoly procurer of wheat in
Australia and it is to continue its operations in the same

- manner. For controlling production, a * Commonwealth
Board " will be appointed consisting of a representative
from each State together with a Chairman, the Director
General of Agriculture and Executive Members chosen by
the Commonwealth Government. The Board will recom-
mend the total acreage to be sown each year and its distri-
bution among the Btates. 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 graw more wheat and no person without licence will

be permitted to'sow wheat for grain. For other purposes,
“there is no restriction on the acreage.

21. The post-war wheat plan of Australia is based on
the expec?&tlon that the external price-level will continue
to be as high as 10 sh, per bushel, that Australia will be in
& position to dispose of 140 million bushels annually and
thet the production can be planned so as to maintain this
surplus. However, it has béen made clear by the Minister
in his speech at the time of introducing the second reading
of the Bill that the powers acquired thereunder to control
Production are to be used to regulate acres ge and not to

restrict it. Stabilisation of prices will thus not mean
curtailment of production and the plan only aims at taking
away a part of the higher returns to the farmers in prosper-
0us times 80 85 t0 give it back to them in days of distress.

22. The above account of the evolution of State
policy in Australia with regard to agriculture thus shows
& gradual evolution from relief to guaranteed prices, and

finally to ?ﬂ_f!ﬂlY'WOTked out plan to stabilise the prices of
;:helai.'t, utilising the - resources of the wheat industry
self,
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ArrExDIZ V.
Questionnaire Issued by the Prices Sub-Commibiee.

(1) It has been suggested that the aim of & policy of price

fixation of agricultural produceshould be to maintain prices at a

. 1evel, which ia fair to both the producer and the ocopsumer, Do
you agree with this view 1

(2) Should there be one basic price for & product and adjueks
ment made therein for different regions, on the besis of normal
parities or should the price be different for different regions ¢

(8) How would you determine the fair price ! How far and
. to what exkent should the following factors be taken into account’

for the purpose

(a) The ocost of production—

how would you determine such costs, to enable polioy
to bs oonoretely formulated f What elements should
enber into cost # Given that the same produek haz »
different cost in different parts of Indis (or even within
the sameé Provinoe), shall there be differential prices, or
shall ell producers be given enough to cover marginal
aosts of the most disadvantegeously situsted producer, or
should the price cover the costs of the average producer?
Shell cost of produetion be periodically re-assessed f

(b) The price level of industrial products—

what base period should be selected at whioch the ratio
between agrioultural prices and industrial prices were .
regarded a8 norma:‘l (e. g the period before the onset of
the Great Depression) ! What industrial productsshould
pe taken into account # Should the prices of agrioul-
tural products like cotton, sugarcane, oilseeds ete. be
determined in relation to the prices of the artiolos manu-
factured therefrom or should the prices of the manu-
factured articles be adjusted to the prices of agricultural
products from which they are manufactured ?

“rrpe desirability of the maintenance of out put of agrioul
(o)h'ﬁnl produce or of effecting changes therein— griouis

should this be construned as implying the same quantita.-
give relationships between particular groups of producis
' as thet prevailing (i) before the war, (ii) during the war
o (iii) & “target” relationship for the fature # ' Or should
the price be determined from season to season with a
view to encourage or discourage production,
conditions may require from time to time 7

4) The desirability of maintianing an ad
)1ifo for the cultivator and the lfndhsifaql;:::eri&ndard of

as changing
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' how should the standard be determined 7 In particular
what items ghould be regarded as esseritial for an ade-
quate staundard of life end what ghould be their propor-

tionate significance §. ¢. what weightage should be given
to each f

(8) The prices of synthetic substitutes and competing pro-
duots—

should ‘the pﬁco.of an agricultural product be deter-
mined in relation to tho prices of the substituter and

competing products be.adjusted to the price of the egri-
cultural product f

(f) Prices at different stages of the marketing proceag—
ghould the price of an egricultural. product at the pri-
mary stage be determined in relation to its prices at the
subsequent stages, in the mnarketing process, including
tho retsil stage, or should the retail prices and the prices
at earlier stages be adjusted %o the prices of the . agri-
cultural product &t the primary stage !

() The inocentive to effect agricultural improvementa e. g.
wells, anti-erosion measures, use of fertilizers eto. and to
. _incresse agricultursl efficiency.

(3) The purchasing power of the consumers.

{4) Should the fair price be fixed at a peint or should it be
fixed withina range, witha minimum and & maximum 2} both ends?

{5) When should the fair price be enncunced—at sowing time,
_or after harvest # Wheo should changes in prices be announced /

{6) For what period of time, should prices, once ennounced,
remain fixed? . ,

(7) Is it yonr experisnce that prices of groups of agricultural

produce move together, so that fixing the prices of a . ol ‘
products would automaticall & P ew principal

¥ lead to the gradual m
prices of others, by naturel market forces ’8 Fora regulation of

what t
agrioultural produce do you recommend that prices ypes of

) should befixed ¢
" (8) What administrative machinery do you recommend for

determining fair prices? Do youagree with the view that this
should be done by & central agency ? If so, should the centra]
agenoy be a Department of State or should it be & statutory body
specially created for the purpose?

(9) What administrative machinery should be set up fop t
enforocement of prices ?_ Should j:he machinery be centmI{ or p:::
vincial and should edvisory bodies be attached to the adminjgtyas
tive maohinery# Or should there be a special Com

. modit -
Risation established for the purposs and if so, on what lilnza s’()l'gsn.

(10) What measures would you adviee for the enforcement of
Prices, as determined / .
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(#) should the ‘State give an undertaking to buy at all times
‘any surplus in the market, which cannot be disposed of
at the determined prices? If not, what alternative
measures would you recommend ?

(b) would you recommend the building up of buffer stocks /

(¢) what are the principles that should regulate sales from
buffer stocks, witliin and outside the country, to meke
the price policy effective ¥

{d) should there be any system of monopoly purchase? If
so, should this be done by -guaraniees to the trade or
through a special commodity organisation or by direct
Brate agenoy 7

(e) should the State have the right to control the volume of
output through crop-planning ?

(f) if prices rise above the determined price, should the State
lower or abolish import duties in order to encourage fur.
ther supplies ! If prices fali below the determined price,
should the State raise or impose import duties or prohi- -
bit imports, in order to disoourage supplies 7

(g) should imports be & State monopoly, in order te imple-
ment the price policy ? '

(A) should the State have the right to prohibit exports in -
order to prevent a rise in prices above the determined
level # What other alternatives would you suggeste. g.,
gubgidias #

(§) should exports be a State monopoly in order to implement
price policy ?

(11). How can the finanocial resources neoessary to oarry out the
wmeasures recommended be obtained and how should the cost be
allocated 1 -

(12) On whet prineiples should the size of buffer stocks be

etermined in order to maintain prices and to tide over erop
failures ?

(13) What is your experience of price fization policies during
the last five years? .

(14) How would you ensure an equitable distribution of the

nefits of the price policy among the different agricultural clagges

be nants-at-will and labourers.

.a. g‘, te

(15) What sp:oific steps would you take to enfcree a' re-orga-
aation of agriculture, in order to secure that full benefit acorues
:0 the country from the contemplated expenditure on Price policy 1
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APPENDIX V1.

The attendence of the Members of the Prices Sub-
Committee at the different Meetings was as follows:—

First meeting held at New Delki on the 9hand 10th March, 1945,

Sir V. T. Krishnamachari, X.C.8.1, KX.C.LR,

{Chairman).

The Honourable Mz, Hoss2in Imam.

Sir Fazal 1. Rahimtoola, c.1.e.. KT,

Rao Bahadur N. R. Ha.nnappa, Mudahar M.L.C

.Dr. L. C. Jain. .

Sir Roger Thomas, ¢.1.E., J.P.
Sir Pheroze Kharegat, c.1.1., 1.0.8.
Mr. V. Narahari Rao, 0.8.1., C 1L.E.

. " 8ir Theodore Gregory

Dr. V. K.R. V. Rag,
Mr. C. N. Valkil.
Dr. B. K. Madan,

Second meeting held at Bombay on the ?’th and Sth M ay, 1945,

1.

© P NS G PN

Sir Pheroze Lharegat C.I.E:, 1.C.S. (inh the cha.u-)
The Honourable Mr. Hossain Imam.

Sir Fazal I. Rahimtoola, ¢ Le., Kt.

Dr. L. C, Jain. B

Mr, V. Narahari Roa, C.8.1., ¢.LE.

Dr. V. K. R. V. Rao.

Mr. C. N. Vakil.

Dr. B. K. Madan.

Sir R. G. Allan.

Third meetmg held at New Delhs on the 17th cmd 18th

1.

2.

September, 1945,

Sie V. T. Knshnamachan K.C.8. 1., X.C.I.E.
(Chan-ma,n)

., The Honourable Mr. Hossain Imam.
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Sir Fazal I. Rahimtoola, C.I.E., KT.
Dr. L. C. Jain..

Sir Pheroze Kharegat, C.IE., I.C.8.
Khan Bshadur M.A. Momm

8ir Theodore Qregory,

Mr. V, Narahari Rao, C.s.1,, C.LE.
Dr. V.K. R. ¥V, Rao.

Mr. C. N. V&kﬂ

Fourth meeting held at Bombay on the 25th to the 30th M ay,

@ =1 o D

1946.

Sir V. T, Krishnamachari, £.C.5.L,K.C.LE. (Chairman).
The Honourable Mr. Hossain Imam.

Sir Fazal I. Rahimtoola, C.LE., KT.

Sir Roger Thomas, C.LE., J.E.

Sir Pheroze Khategat, C.I.E., 1.C.8.

Mr. V. Narahari Rao, 0.8 1., C.LE.

Mr. N. G. Abhyankar,

Dr. B. K. Madan.

Fifth meeting held ai Jaspur from -the 22nd to 25th October,

O O 0

1946.
8ir V. T. Krishnamachari, ¥ ¢.8.1, K.C.I.E. (Chairman).
The Honourable Mr, Hossain Imam.
Sir Roger Thomas, C.L.E., J.P,
Sir Pheroze Kharegat, c.1.2., 1.C.8.
Mr. V. Narahari Rao, c.s.I, C.LE.
Mr. N. G, Abhyankar, -



