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Price Policy for Foodgrains 
Its Implications 

D R Gadgil 
The Government of India seem to be on the eve of some new thinking about fixation of prices of foodgrains and 

perhaps of the overall management of food purchase and distribution. 
It may be assumed that the fixation of prices that is now contemplated is more seriously conceived than the 

many price fixation attempts of Government during the last 10 years in the field of foodgrains. The prices now fixed 
will not be just announcements. There will be serious attempts made to see that they materialise and are, if need 
arises, enforced. 

On this assumption the prices to be fixed must have relation to the objectives of price fixation, the manner in 
which it is conceived the market will operate in the context of the fixed prices, and the instruments and agencies that 
Government has on hand for the enforcement of fixed prices. 

T would be useful to begin by con
sidering how it is supposed that the 

market in foodgrains works. The main 
motivating factor in keeping in opera
tion private trade in foodgrains would 
be the prospect of making a profitable 
living out of the trade. But the social 
justification for the system is that it 
enables supplies to be distributed con
tinuously and evenly in time and space 
and to bring about some equilibrium 
between changing demand and chang
ing supply. In passing a judgement on 
the operations of the private trader, in 
this context, it is necessary to remem
ber that the chief way in which he can 
perform this social function is by vary
ing prices and supplies at given loca
tions and at given time in consonance 
with his judgement of variations of de
mand and of supply. The trading 
system operates through the conver
gence of the effects of judgements of 
innumerable traders belonging to vari
ous strata at various locations and at 
different times. There is no provision 
in the trading system for taking an 
overall view or distinguishing between 
what may be called the long and the 
short run. A l l decisions are essentially 
immediate or short-run decisions of in
dividuals taken against the background 
of their own expectations, short or long. 
To blame traders, therefore, because 
they raise prices on becoming aware of 
scarce supplies, is wrong headed. 

The Market Process 
The market process of determining 

or making prices does not only reflect 
in a static manner existing relations of 
stocks to demand but also, and more 
importantly, it points to desired correc
tions in supply over time and space. 
The pricing process serves to initiate 
the corrections by indicating the extra 
margins to be earned through under
taking them. The continuous varia
tions in prices and the reactions of in
dividuals to them constitute the essen

tials of the price equilibrium system. 
When prices are fixed through the ac
tions of the state, or a trade group the 
price variations which act as signals 
for variations in demand and supply 
are done away with. Consequently, the 
authority which attempts to fix prices 
must also provide a substitute mecha
nism for equating supply with demand. 
In the absence of such provision, con
stant and cumulative excesses in either 
direction may come about. 

Implications of Shortage 
This simplified account of the pricing 

process says nothing about its equit
able operation, which depends essen
tially on the distribution of incomes in 
society. In a monetised market, de
mand which is not backed by purcha-
sing power in money has no operative 
significance. Therefore, when shortages 
occur supply will flow to areas where 
demand is concentrated and is backed 
by relatively high money income and 
the poorer regions which are difficult 
of access will be faced with a physical 
lack of supply. Also, moving prices 
high enough to cut down sharply the 
consumption of the poorest is the only 
manner in which the market mechan
ism can meet a situation of prolonged 
shortage. As pointed out above, there 
is no device within the trading system 
by which the system itself could do 
anything about such a situation. More
over, if by any device, it was able to 
hold prices at levels lower than the 
equilibrium level this would create a 
problem of excess demand which could 
be met only by some scheme of authori
tarian and regulated distribution. The 
foodgrains market in India is marked 
by high seasonality of supply, distances 
and difficulties relating to transport 
and storages and inelastic demand. In 
such a market temporary acute short
ages may carry prices to very high 
levels at which they may tend to stick 
in even a mildly inflationary situation. 

It follows that in a country which 
is attempting to force the pace of de
velopment, there may always be an ele
ment of unsatisfied demand because of 
the increased rate of income generation 
and the trader my be able to take ad
vantage of this situation. However, in 
such a context it is not the traders 
who are to blame, but rather the gov
ernment which itself creates conditions 
under which traders can make extra 
profits and then does nothing to pre
vent traders from making that profit. 

Action at Two Levels 
I suppose that the new policy wil l 

not be based on any unreal assump
tions and that there wi l l be no expecta
tion that the average trader wi l l re
frain from acting so as to make a high 
profit when he can do so legitimately, 
or even illegitimately, if there is little 
fear of being found out. In these 
circumstances, the new policy wil l 
have to give due attention to the ef
fects on the operation of the market 
mechanism of the fixation of prices. 
Note wi l l have to be taken of these 
effects for planning action at two levels. 
Firstly, in the short run, maintenance 
of fixed prices over, say, a year involves 
maintaining fluctuations in them within 
a narrow margin in spite of variations 
in intensity of demand from place to 
place and day to day. This can be done 
only if Government or the Corporation 
or its agents have enough supplies at 
their disposal to deploy suitably be
tween places and to carry, spread ade
quately over the year. This requirement 
points to the futili ty of the belief that 
an authority can maintain fixed prices 
without acquiring control over ample 
stocks at harvest. 

The fixation of prices at a given level 
has also significance for the longer 
term equilibrium between demand and 
supply. It is likely that government 
policy wil l favour a level of prices for 
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consumers at which the demand wi l l 
be in excess of the total available sup-
ply. This may happen for either the 
supply of foodgrains as a whole and 
even more probably for the supply of 
a particular foodgrain. In such con-
tingencies action in the direction of 
some regulated distribution of stocks 
will have to be undertaken. This may 
vary from full rationing to controlled 
distribution, according to households, 
of limited quantities through fair price 
shops. The need for such action may 
arise, even though the level of fixed 
prices is not specially low, because of 
failures of expected supply during a 
particular period or at some places. 
Maintenance of fixed prices over time 
needs thus to be backed by reserve 
powers for requisitioning and for bring
ing about controlled distribution. The 
above further emphasizes the need for 
the abolition of zoning. Economic 
management with a small margin is 
possible only if the area of operations 
is the largest possible. 

Zones Must Go 
On the basis of this summary an

alysis more specific observations might 
be attempted. The fixation of prices 
of rice, if it is to have any meaning, 
wil l have to be done both comprehen
sively and elaborately, and it wil l have 
to be related to the objectives of total 
food policy vis-a-vis the cultivators on 
the one hand and the consumer on the 
other. The price for the cultivator can 
be a floor price; it can be a support 
price or it can be a standard purchase 
price. I assume that Government's in
tentions are no longer confined to 
maintaining a low floor to rice prices. 
'Support prices' in the sense of highly 
favourable prices may be ruled out in 
view of the total situation. I take i t , 
therefore, that the prices that are 
sought to be fixed are standard pur
chase prices, that is prices at which 
the cultivator wil l find it profitable to 
sell, and yet on the basis of which the 
retail prices to the consumer wil l not 
be pushed very high. The fixation of 
such standard prices involves a large 
number of detailed practical problems. 
Only the important ones can be refer-
red to here. 

I t is assumed that progress will be 
made towards the abolition of zones. 
The abolition of zones would mean 
that a movement is set on foot towards 
equalisation of prices in India. The abo
li t ion of zones by themselves would not 
Immediately or by itself bring about 
such equalisation. In the context of 
the new food policy, it would be im

portant for Government to define very 
carefully the extent of the operations 
allowed to the private trader. Wil l 
everybody be free to do trading as he 
likes or wil l only the holders of licences 
be able to sell, purchase and sell food-
grains, wil l the holder of particular 
types of licences be confined in their 
operations to particular grains, parti
cular locations or regions or particular 
stages of wholesale or retail trading 
etc? Wil l a licence to purchase and 
sell mean also a licence to undertake 
the movement of foodgrains to any dis
tance? In this context, it appears logi
cal to suggest that even with the aboli
tion of zones, movement by rail, and 
possibly also by coastal shipping, of 
foodgrains should be denied to private 
trade. There are a number of reasons 
which can be adduced in justification 
of this measure. In the new situation 
Government must have the ability to 
control the upsetting effects of sudden 
fluctuations in demand and supply and 
the specially strong attraction of metro
politan centres; the control of move
ment by rail and coastal shipping would 
be very valuable in this context. 

Fixing Prices 
Though such restriction will prevent 

very large movements of foodgrains 
over long distances it wil l not entirely 
counteract the equalising effects on 
prices of the abolition of zones. Road 
movements within States would con
tinue. These would be largely over 
short distances in bordering areas, but 
would serve as a check. In the circum
stances, sharp differences in prices fix
ed by the neighbouring States would 
no longer be allowable. Such sharp 
differences have always given rise to 
smuggling. One of the main aims of 
price fixation should now be rationali
sation of the levels of prices in the 
various States so that there is a gradu
al transition from the low to the high 
price States. 

The task of the fixation of prices, 
immediately this year, cannot be tackl
ed on the basis of any objective crite
ria or elaborate enquiries. The only re
levant data are data of ruling immedi
ate prices and especially of ruling har
vest prices during the last two harvests; 
When such data are mapped out, the 
artificial influence of the existence of 
zones wi l l first have to be allowed for 
and judgement must then be made re
garding the manner in which from the 
main surplus low price areas move
ments wil l radiate so that the differen
tiation in prices fixed has concrete rela
tion to availability of local supplies and 

costs of movements from surplus areas. 
Another immediate judgement which 
will have to be made in a somewhat 
arbitrary fashion is the general level of 
fixation of the price for the cultivator. 
This is related to two aspects of policy. 
One is the evaluation of the element of 
incentive to sell and to produce more 
largely next year, that it is supposed 
necessary to incorporate in the price. 
The second is the level at which a price 
that is generous or fair for the culti
vator is yet not too high as the base 
on which the retail price level for the 
consumer is determined. Some atten
tion must be paid to the agency of pur
chase to make clear the connection 
between the two. 

Getting Control Over Supplies 
A curious phrase has been used re

cently in this context. It has been said 
that the agents of Government wil l 
buy in competition with the trader. 
Whatever this may mean, it seems to 
ignore the handicaps under which an 
agent of Government buying in com
petition with the trader acts. A mere 
announcement of a standard purchase 
price which is fair to the cultivator 
will not necessarily suffice for obtain
ing for the proposed Corporation ade
quate supplies of foodgrains, as long 
as the private trader acts alongside of 
the Corporation without any restric
tion or check. The ability of private 
trader to do well in foodgrains de
pends on his capacity to purchase as 
large quantities of foodgrains as possi
ble from cultivators at harvest. The 
private trader wi l l , therefore, do sil 
he can to obtain supplies from culti
vators and if his new rival, the Cor
poration, is offering a given price the 
trader will necessarily offer a slightly 
higher price to obtain his usual sup
plies and induce the usual suppliers to 
sell to him. If the Corporation is l imi 
ted in its activity, to a given level of 
prices the trader can, by offering a 
somewhat higher price, divert all sup
plies away from the Corporation. If 
the Corporation, however, offers a 
higher price, to counteract the efforts 
of the trader, the trader in turn wil l 
necessarily try to outbid. In this way 
wi l l begin the movement of prices up
ward, which is said usually to result 
from the intrusion of the Government, 
or its agency, in trade at harvest. 

The objective of getting control over 
supplies at harvest being paramount 
for the trader, he would naturally keep 
on raising his bid as far as practicable. 
The only limitation on the increase of 
the offer of price by a trader would 
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be the level at which he can expect 
to sell at retail or to intermediaries 
who sell ultimately at retail later in 
the season. Given two conditions, that 
there is shortage (and this, in relative 
terms, will always be there) and that 
all supplies are in the hands of the 
traders (and this condition is always 
fulfilled substantially a few months 
after harvest unless Government or the 
co-operatives have bought up a very 
large part of the crop), there is prac
tically no limit, as has been demon
strated this year, to the extent of the 
possible increase in prices at retail. 
Therefore, the trader can safely offer 
continuously higher prices as against 
a Corporation in order to put himself 
into position to profit from the short
ages that begin to be felt after har
vest. Thus the mere fixation of pur
chase prices and the setting up of a 
Corporation to make purchases at fix
ed prices would merely push up the 
level of purchase prices but will not 
obtain for Government the supplies 
necessary to give effect to its policies. 
For doing this the major needed addi
tional requirement is the fixation of 
prices of sales at retail. 

Futility of Fixing Profit 
It is an important objective of Gov

ernment policy to make foodgrains at 
fair prices available to the consumer. 
The determination of prices fair to 
the consumer is, therefore, essential 
for fulfilment of Government policy 
and the guarantee of fair prices and 
keeping watch over their maintenance 
can be done best by direct announce
ment of retail prices. The determina
tion of margins of traders has often 
been attempted in the past in the place 
of specifically determined prices at re
tail. However, the determination of a 
set of margins applied to a fluctuating 
base yields indeterminate retail prices. 
When numerous traders are making 
purchases at various times, the sale 
prices charged by them, calculated as a 
per cent over their prices of purchase 
can be known only after detailed cal
culations. In the circumstances, persis
tent infringement of regulations in this 
behalf can only be proved on highly 
detailed enquiry. Furthermore, there 
exist many stages of intermediate trad
ing between purchase from the pro
ducer and retail sale to the consumer. 
The determination of detailed margins 
at various stages and the identification 
of a transaction as having taken place 
at a given stage are again matters 
which depend on close examination of 
records, identification of particular 
transactions and elaborate calculations. 

It is obvious that any system of regu
lation of a trade, as far-flung and large 
in volume and in number of transac
tions as that of foodgrains, which in
volves continuous elaborate enquiry for 
proper supervision and checking must 
be found unworkable. This has been 
amply proved by experience during the 
last decade. 

Details of Price Fixation 
If there are to be any sets of fixed 

prices announced by Government, these 
should be only at two levels. Those of 
(i) purchase from the cultivator defined 
as of purchase either in the village or 
of purchase at some primary market 
and of (ii) retail sale to the consumer, 
defined for particular areas and loca
tions. The difference between the pur
chase price and the retail price will 
have to be determined in relation to 
some calculations of the margins. This 
margin apart from the commission and 
handling, etc, charges will include an 
average allowance for transport costs. 
The total fixation of the elaborate 
price schedules at the two levels wi l l 
have to be done in two stages. The 
Government of India should determine 
the broad levels of purchase prices and 
retail prices. On the assumption that 
there will be no zones, the Govern
ment of India should also determine 
the permissible margin of difference 
between the levels of purchase prices 
as between State and State. The deter
mination of the level of retail prices 
involves calculations regarding margins 
at various stages of intermediate trad
ing and an averaging of handling and 
transport costs. 

On the basis of the broad levels or 
ranges of prices indicated by the Gov
ernment of India, each State should be 
asked to work out the detailed noti
fication regarding purchase and retail 
prices. For price fixation to be effec
tive, these notifications wi l l have to 
be elaborate. The purchase price noti
fications wi l l have to have as their 
base each district or producing region 
for a given crop. In the light of the 
level indicated by the Government of 
India and the permissible inter-State 
margins, the State will define for each 
district or region, the fixed purchase 
price for each sort or kind of the food-
grain and for each recognised quality 
and grade within i t . 

Price fixation, to be effective, must 
be meaningfully related to specific 
varieties or sorts and their quality. 
There has to be a detailed description 
attached to each fixed price and there 
has to be provision made for deter

mining gradation of produce and for 
checking the grades in course of super
vision of trade later. It is the expe
rience that without detailed specifica
tion and price description and in the 
absence of grading arrangements price 
fixation can be easily reduced to a 
farce by the trader. The difference as 
between different varieties or sorts or 
as between different qualities would be 
to begin with embody traditional judg
ment and market indicators in the re
cent past. In later years a dynamic 
policy in relation to them can- be 
adopted. The same is true of difference 
in prices in the levels as between diffe
rent production districts or regions. It 
is important that the State Notification 
should cover the entire region of the 
State and should take account of every 
production region or area however 
small. It does not, however, appear 
necessary that, at least initially, all 
sorts or varieties must be covered. The 
most highly priced varieties which are 
clearly separately identifiable may well 
be left out of regulation. The chief 
safeguards in this behalf are to see 
that the varieties brought under regu
lation cover, say, 80 per cent of total 
production and to ensure that evasion 
is not made too easy through the 
varieties that are left out. 

Retail Prices 
The fixation of prices at retail wi l l 

have to be equally elaborate, in the 
sense that a retail price must be indi
cated for each variety and quality for 
which there has been a fixation of a 
purchase price. The base for the fixa
tion of prices at retail would have to 
be the main consuming areas so that, 
in accordance with the general direc
tive of the Government of India, the 
prices at retail in relation to specific 
sorts and qualities wi l l be notified as 
for each important city or town area. 
Care will have to be taken to see 
that the announcement of retail price 
covers all locations, i e, where in a 
district only for a few important towns 
or municipal areas separate retail pri
ces have been determined, there should 
be a schedule of prices at retail for the 
rest of the district including all its 
rural parts. The extent to which a 
price schedule is elaborated wi l l de
pend on the Government of the State 
and wi l l be related necessarily to the 
arrangements for distribution of the 
foodgrains made by the Government of 
that State. 

The above appears to be the mini
mum necessary elaboration for the 
attainment of a fixed set of foodgrains 
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prices. Within this framework it should 
be possible for a Corporation or for 
co-operativee within the States to ob
tain a fair supply of foodgrains from 
the open market. The operation of the 
trader 'wi l l now be limited by the 
maximum prices obtainable at retail 
and he will not be able to push up 
purchase prices beyond a certain level. 
If the Corporation and the co-opera
tives are able to operate at relatively 
small margins, they should be in a 
position to obtain a fair share of the 
supplies offered by the cultivator. Two 
requirements appear essential in res
pect of purchase arrangements. The 
first is the provision of arrangement 
to purchase and to store at a large 
number of points all over the coun
try. The extent to which the purchase 
price will be effective will depend on 
the extent to which the alternative 
purchaser to the trader operates within 
or near the location of the cultivator. 
Therefore, a set of dispersed purchase 
points at which the Corporation or 
the co-operative is equipped to grade, 
weigh and store produce and pay for 
it or make advances on it must he 
maintained. The minimum number of 
such points for satisfactory administra-
tion would seem to be between 40 
and 50 per district. It is inconceivable 
that a newly-established Corporation at 
the all-India level wi l l be able to pro
vide this number of purchasing points 
throughout the country, without seek
ing cooperation of either the State 
authorities or the co-operative system 
in each State. In the long run also it 
appears neither possible nor desirable 
for an all-India Corporation to act in 
the various markets on its own without 
using local agencies. There is already 
such a large measure of organisational 
effort and storage capacity built up 
through State and co-operative sys-
terms of management of agricultural 
produce, that it would be an act of 
national waste to try and raise along
side of these a third system of a new 
all-India Corporation. 

Limits of All-India Corporation 

It is likely that the all-India Cor
poration is at this stage thought of as 
operating in only a few surplus dis
tricts and not affecting all areas in 
various States. A Rice Corporation, 
for example, may be conceived of as 
acting only within a small number of 
districts in some surplus States and 
not acting at all in any district in 
some States. To be content, with such 
a concept of operation, is however, to 
misconceive the whole issue. Fixation 

of prices has no meaning except as 
being operative all over the country. 
It has been indicated above that fixa
tions of purchase prices all over the 
country would have no meaning ex
cept as accompanied by fixation of re
tail prices. Any attempt at the main
tenance or enforcement of prices at 
retail would be entirely dependent on 
deployment of sufficient stock through 
a system such as that of fair price 
shops. For this being done, the pur
chase and sale operations must be on 
a significant scale within each State. 
An all-India foodgrains Corporation 
has thus meaning only as the apex of 
a system of which there are consti
tuent operational parts within each 
State, It is a matter for practical 
choice whether these operational parts 
are themselves independent State sys
tems, or act as agents, within the 
State, of the Corporation, 

There is another reason why only 
limited operation by an all-India Cor
poration will prove to be inadequate 
and fruitless. A major task before the 
Corporation will be the adjustment of 
supplies as between the deficit and 
surplus States. This is an essential job 
which the contemplated Corporation 
must take on itself. The movement of 
surplus away from surplus States and 
meeting the needs of a deficit State is 
a task that can be kept within man
ageable proportions only if fairly uni
form systems of purchase and distribu
tion are operative within each State. If 
they are not so operative, difficulties 
wi l l arise in both connections. If there 
is no systematic purchases planned in 
districts of the surplus State and if 
there is no fixation of prices at retail 
the operations of the trader within the 
surplus State cannot be put under 
control and the Corporation will rind 
it difficult to make its purchases ex-
cept at constantly increasing prices. On 
the other hand, if there are no planned 
systems of purchase and sale within 
the deficit States, the deficit States 
could, at any time, had themselves 
in a crisis and would be making con
stantly increasing demands on the 
Centre for supplies. All this is part 
of the experience since the days of 
zonal planning. The abolition of zones 
will put a pressure on the surplus 
Slates to have a system of food man
agement of their own. The regulation 
of retail prices in deficit States wi l l 
also give some protection to them in 
their operation. However, if the basic 
operative State systems are not built 
up, the activities of an all-India Rice 
Corporation wil l mean no more than 

some addition in respect of rice to 
the activities in respect of wheat which 
the Government of India indulges in 
on the basis of PL 480 supply. The 
Rice Corporation's action wi l l be much 
less effective than that of PL 480 
supplies as it does not increase the 
net supply but: acts with supplies ob 
tained from within. As has been the 
experience in case of PL 480 supplies, 
release even of large quantities of 
these supplies do not at all times suc
ceed in restraining high rises in prices. 
Obviously, thus, the activities of a Cor
poration if undertaken in a circum
scribed manner will make no contri
bution to the fixation of prices and to 
the maintenance of fixed prices over 
time. 

Co-ordination 
When zones are abolished it wi l l 

also become necessary to see that the 
systems of operation and levels of 
prices fixed by the States have corres
pondence with each other even apart 
from the operations of an all-India 
Corporation. For example, even if 
jowar is not handled by any all-India 
Corporation the prices and trading in 
jowar in contiguous States, say, Madh
ya Pradesh and Maharashtra cannot be 
too disparate. The level of purchase 
price for jowar in Maharashtra wi l l 
have to be determined both with rela
tion to purchase and retail prices in 
Madhya Pradesh and the level of possi
ble retail prices in Maharashtra in re
lation to, say, price of atta. This illus
tration will make clear how with a 
comprehensive view of State systems 
co-ordinated by an all-India body the 
working of each, in detail, will be res
trained and put within a meaningful 
framework. 

The basic propositions on which my 
exposition is based are as follows. No 
prices can be fixed and maintained at 
the fixed level by any authority with
out the help of trading operations, 
both of purchase and of sale. It is pos
sible to operate a system merely of 
floor prices with only purchase arrange
ments. To limit the price to a fixed 
level or within a narrow margin only 
purchase arrangements will not suffice. 
The control of cotton prices operates 
with a very wide margin—a low floor 
and a high ceiling. Even so Govern
ment is seen to be much more power
less when the ceiling is pierced than 
when the floor is reached. Experience 
of the last ten years has consistently 
and repeatedly proved the ineffective
ness of announced prices, legal regu
lation of margins or of official threats 
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in the absence of the ability to act 
in the concrete. Licensing of traders 
and the calling in of returns is also of 
little use. Licensing by itself affords 
no check and the returns are never 
subject to scrutiny or compiled or 
collated in a manner that could give 
assistance in administration. They can
not be made the basis on which the 
location of stocks or the movements 
of foodgrains can be kept under close 
or constant enough surveillance, even 
if scrutiny and compilation are made 
much more prompt and elaborate. The 
control of margins is ineffective be
cause checking involves detailed en
quiry and firm identification of trans
actions at both ends. Regulation of 
price through defined margins is for 
the same reasons inconvenient and 
harassing for the honest trader. 

Prices, Purchase and Sale 

The simplest effective approach to 
definition of the price structure is by 
prescribing the two end limits, viz, the 
purchase price paid to producer and 
the retail price charged to consumer, 
and taking the minimum necessary 
action for their maintenance. The two 
aspects of this action, purchase and 
sale, are mutually related. Without a 
proper purchase organisation the 
maintenance of the purchase price 
cannot be ensured, also without ade
quate purchases the supply need to 
maintain the retail price could not 
become available. On the other hand, 
it is only the ability to guarantee that 
retail price do not increase above a 
given level that gives firm basis to the 
operations of institutional purchasers 
in the open market; and keeping the 
prices of foodgrains at a reasonable 
level is an even more primary and 
urgent objective of socio-economic 
policy than ensuring high prices to 
cultivators. 

The task to be attempted is detailed 
and countrywide. In terms of any pro
per definition of national priorities the 
aboriginal and other population of in
accessible areas has as high claim on 
and as much need of protective action 
by the State as the labouring classes 
of big cities. The rural economy of all 
areas, secure, insecure, deficit, surplus, 
stands in need of the boost given by 
good prices for the producer. An all-
India Corporation acting in a small 
number of surplus districts in a few 
States cannot fulfill , by itself, these 
requirements. It can do so only if it 
is the apex of a system operating com
prehensively in each State. It has also 

to be realised that unless ail States, 
deficit or surplus, are induced to adopt 
certain minimum policy objectives and 
action measures there wil l be failure 
in the long run. The case for such 
conjoint and co-ordinated action is 
overwhelming if the aim of national 
policy is not only that of getting over 
a short term crisis but also of building 
up a permanent system which wi l l lead 
to the most rational and economical 
management of internal supplies and 
w i l l progressively decrease our depen
dence on imports of foodgrains. 

Two Levels of Action 
The total task has to be divided 

clearly into two; action at the all-
India and that at the States level. Each 
of these has elements of both price 
fixation and of purchase and sale ope
rations. The all-India organisation 
should preferably handle together all 
foodgrains and pulses which enter 
into the trade between States to any 
significant extent. It would have the 
monopoly of inter-State movements by 
rail or coastal shipping. It should not 
aim to create an independent organisa
tion in all respects, another empire. 
This wi l l be wasteful of scarce natio
nal resources and wi l l lead to difficul
ties in co-ordinating and rationalising 
policies and action. It should act 
through existing organisations in States 
and other territories and also use 
available public facilities such as those 
of warehousing and storage to the 
maximum extent possible. If such an 
all-India Corporation is set up it 
should be entrusted with the handling 
of all imported supplies of foodgrains. 
Such a Corporation wil l sell to and 
purchase from only the accredited 
agencies within a State except in areas 
where such agencies cannot be set up 
or where their performance is inade
quate. It follows that there must come 
into existence in each State, systems 
of management of foodgrain supplies 
which wi l l purchase and sail food-
grains grown within the State, receive 
imported supplies for distribution 
within the State and receive surplus 
supplies from other States or send 
out surplus supplies of own State 
produce, from and to either the all-
India Corporation or the other State 
systems. The State systems could be 
either departmental or managed by a 
State corporation operating with the 
help of the co-operatives. 

The fixation of prices will also be 
done in two stages. The first stage is 
that of fixation of basic levels of (a) 
purchase prices from cultivators and 

(b) retail prices charged to the con
sumer, for all important foodgrains and 
the permissible margins in both price 
levels as between State and State. 
This must be done for the country 
as a whole. The second stage is that 
of elaborate price notifications for each 
regulated sort and quality of purchase 
prices of a foodgrain for each produc
tion region and of retail prices for 
each area or location together with all 
the descriptive detail necessary for 
effective implementation. The determi
nation of fixed prices, in both stages, 
this year wi l l necessarily be quick and 
ad hoc, largely based on past expe
rience and limited by estimates of 
practical effective immediate action. In 
future years, if the system gets pro
perly built up, the basis off action 
could be made more sure and the 
price fixation begin to be used as a 
dynamic instrument of policy. Apart 
from an operative Corporation or a 
price-fixing Commission, the system 
wil l necessarily require high level co
ordination of State and Central poli
cies in relation to foodgrains. 

Collaboration W i t h Foreign 
News Agencies 

N a written reply to a question 
whether Government have taken 

any final decision regarding the colla
boration of foreign agencies other than 
Reuter with Indian newspapers, Shri-
mati Indira Gandhi, Minister of Infor
mation and Broadcasting, stated in the 
Lok Sabha on Monday that according 
to the Government's decision taken in 
May 1956, special communication faci
lities were granted to those foreign 
news agencies which had an arrange 
ment with an Indian news agency for 
the distribution of their news services 
within the country. 

These technical facilities, which re
late to the hiring of internal tele
printer circuits and reception of multi
ple address wireless press messages 
were granted only on the application 
of the Indian news agency concerned, 
she added. 

Such facilities were not granted to 
a foreign news agency to distribute its 
news within the country direct to 
newspapers. In accordance with the 
above decision, the Press Trust of In
dia is distributing the foreign news 
service of Reuters and Agence France 
Presse and the United News of India 
that of Associated Press of America 
and the Deutsche Presse Agency News 
Service of Hamburg, West Germany. 
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