
 

The House reassembled after lunch at half-
past two of the clock, the DEPUTY CHAIRMAN 
in the Chair. 

REFERENCE TO DISTRIBUTION OF 
LEAFLET WITHIN THE HOUSE 

THE DEPUTY CHAIRMAN: My attention 
has been drawn to the fact that on every seat a 
leaflet was put this afternoon. I think every 
hon. Jftemoer knows the well-established 
convention in this House that nothing should 
be distributed in this House without the prior 
permission of the Chairman, whether it be a 
pamphlet, questionnaire or any other kind of 
Daper. I do hope every hon. Member wiil 
follow this well-established convention and 
whoever has done it will realise that he must 
never do it again. 

Yes, Mr. Dave. 

SHRI SHEEL BHADRA YAJEE (Bihar): 
The copies that were distributed should now 
be seized. They should not be returned. The 
copies that were collected now should not be 
returned. 

 

Nobody was caught red-handed while 
distributing these copies. These copies were 
lying on the seats of hon. Members. 

THE DEPUTY CHAIRMAN: I don't think 
every hon. Member would have kept a copy 
of that pamphlet on his own seat and gone 
out. They have collected so many copies at 
one time. So what you ask is not necessary. 

f[ ] Hindi transliteration. 

RESOLUTION RE APPOINTMENT OF 
A COMMISSION TO SUGGEST STEPS 

TO STABILISE PRICES OF ESSENTIAL 
COM-MODITIES— continued. 

SHRI   ROHIT   M.   DAVE:     Madam 
Deputy  Chairman,   when   the   House 
adjourned    for lunch,  I was arguing that   the   
present   unfortunate   price situation  cannot  
be   explained  solely in terms of the factors 
that have been generated  as  a  result    of  the  
emergency or the rapid economic develop-
ment.    The rise in economic development 
does not explain in full the present rise in the 
prices.   Again, as far as the essential 
commodities are concerned, the    income of 
the    average Indian family is not such as to 
warrant the conclusion that the demand has far  
outstripped   the   supply  and therefore the 
prices  are rising.    The situation in the cloth 
market in this connection     is     specially    
revealing. Here we have got the phenomenon 
of accumulating  stocks  and   still   pricea 
remaining rigid and not coming down. This  
clearly  shows  that  the  demand and supply 
forces, at least in the cloth market, are not 
operating in a manner whereby  it might make  
a  significant impact on the prices of cloth. 
Madam, the   real   explanation   of   the   
present situation is in faulty and unintegrated 
planning and in inefficient administration    of    
regulations    and    controls. Madam, we have 
got many excellent schemes, schemes good in 
themselves. But   these   schemes   are   not   
implemented properly, with the result that 
chain  reactions   are   generated   which are  
not  good  for  the  common  man. We have got 
schemes of import substitution,   for   instance.     
Under    this scheme we have taken up the 
production  of synthetic  rubber  and  carbon 
black in this country.    But the price of the 
synthetic  rubber   and   carbon black  is  so    
high  compared    to  the imported     products    
that    the    tyre manufacturers are now 
demanding  a rise in price.    That rise will 
have to be  given,  perhaps,   and  in  that  case 
the  motor    transport    operators  will demand 
a higher freight. 
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SHRI BABUBHAI M. CHINAI 
(Maharashtra): What price would the hon. 
Member think to be reasonable when there is a 
120 per cent, duty on the imported price of 
rubber? 

SHRI ROHIT M. DAVE: That is what I am 
saying. Prices are rising and as a result of that 
there is a demand for the rise in the price of 
tyre and as a result of that there is likely to be 
a demand for an increase in the freights. And 
as a result of that increase in freights, the 
essential commodities that are moved by this 
motor transport are likely to rise an price. In 
this way a chain reaction is generated and the 
full effect of it is not taken into consideration. 
The same is true of the Gold Control Order. It 
is good in itself, but it has released chain 
reactions which have now been found to be 
unpalatable and uncontrollable. If the planning 
had been more efficient, more comprehensive 
and more integrated, such difficulties would 
not have arisen. 

Another important factor has to be realised 
and that is that our distribution sector is 
completely out of gear and here a very 
effective administrative regulation and control 
is necessary. 

As far as foodgrains are concerned, nothing 
short of complete socialisation can meet the 
requirements of the situation. The Asoka 
Mehta Committee to which reference has 
already been made, made certain valuable 
suggestions and recommendations in this 
matter, but so far the Government has not 
taken any effective steps for implementing 
these recommendations. Similarly, as far as the 
other essential commodities are concerned, 
more effective regulation and more effective 
checks are necessary almost at every stage. I 
am happy that the Government has now 
decided to open fair price shops in every 
industrial establishment and in areas where 
industrial workers are living. That is not 
enough. These fair price shops will have to be 
multiplied even in rural areas, and the 
Government will 

have to see that essential commodities are 
available to the fair pric* shops and that at no 
time a person who goes there and demands 
commodities is told that because of transport 
difficulties, because of administrative 
difficulties, because of lack of planning, these 
commodities have not reached these fair price 
shops and therefore, they are not available 
over there. (Time bell rings) I am juft 
finishing, Madam. 

Another important step which need« to be 
taken is to build up buffer stocks at strategic 
points so that the psychological scarcity which 
is falsely being created by the traders, is avoid-
ed. To the actual extent that there is physical 
shortage, we will have to tell the people to 
undergo certain hardship. But to the extent that 
the supply is not available because of faulty 
planning, because of lack of transport, because 
of the lack of foresight as a result of which the 
necessary buffer stocks are not accumulated at 
the right point and at the right time, we 
ourselves are responsible and we have no 
business to tell the people that they should 
suffer cheerfully, for our inefficiency, for our 
lethargy and for our callousness. In this way, 
even at this stage it is possible to take 
immediate steps whereby the price situation 
could be brought under control. If this is not 
done, I am sure, an explosive situation is likely 
to develop in the country which all of us 
would deplore. Madam, thank you. 

SHRI KRISHNA CHANDRA (Uttar 
Pradesh): Madam Deputy Chairman, I am 
grateful to my hon. friend, Shri Arjun Arora, 
for giving this opportunity to this House to 
discuss this burning question of rise in prices 
which is undoubtedly causing great distress to 
the common man. Madam, there is no doubt 
that this is an important problem and our 
Government and our people have to tackle this 
matter and tackle it at  once. 

In this House, Madam, hon. Members 
while speaking on this Resolution have 
condemned the Government 
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for   all   this  rise   in  prices.     In   this 
condemnation also, Madam, there have been 
two  different    sets of  opinions. One   
condemnation   comes   from   our hon. friend 
Shri Dahyabhai Patel. The other  
condemnation  comes  from  our hon. friend 
Shri Niren Ghosh.    Both are agreed in 
condemning the Government for all this rise 
in prices.    But the angle of condemnation of 
one is different from the angle of the other. 
Mr.  Dahyabhai Patel has  condemned the 
Government with leanings towards 
Communism and our friend, Mr. Niren 
Ghosh,  has  equally  cursed  the  Government 
for siding with the capitalists and he has 
mentioned that this Government is really a 
representative of the  capitalist  class.    So,   
these   two gentlemen,    having    different    
viewpoints have condemned the Government 
from their own angles. Madam, some 
suggestions were made by hon. Members in 
this House by the adoption of which this evil 
of rise in prices could  be  coped  with.    A  
suggestion has   come    from   the  Mover    
of  the Resolution,   Shri   Arjun   Arora,   that 
Government    should   implement   the most   
important    recommendation   of the    Asoka    
Mehta    Committee    and should socialise the 
wholesale trade in foodgrains.    He has 
blamed the Government  for   not    
implementing  this important     
recommendation    so   far. Madam,   in   this   
connection   I   would humbly submit that the 
Government took  some  measures  to  
socialise  the wholesale trade in foodgrains.     
Hon. Members will perhaps remember that 
after the  Committee   reported,   Government 
issued orders restricting the purchase in the 
wholesale mandies of foodgrains to 
Government.   No individual was authorised 
to purchase food-grains from the cultivators.    
Madam, we also know the havoc and disaster 
this  caused   to the   cultivators.    We know 
the Government machinery. We might  
improve it but we must take into consideration 
the present implementation machinery of the 
Government.    They  know only one method 
and they work in that manner.    The cultivator  
is  not  habituated   to   this sort   of   
bureaucratic   method.    They will  not  have  
any sympathy  or  any consideration    for    
the    agriculturist. 

They  wiH  insist on the grain  to be standardised 
and they will not mind the time that it might 
take. The cultivator has to bring the grains from 
his village several miles.    It might take two or 
three days for him to deliver the grains to the 
Government agency and to realise the cost.   He 
will have to  come several times to realise the 
cost.     This   experience   terrified   the 
cultivators and, Madam, all hon. Members also 
know that  this  experiment failed totally and 
after some time no grain was available in the 
wholesale mandies   and   the   merchants   had   
to buy the grain and store it in the very villages  
where  it  was   grown.    This experiment failed, 
I admit, on account of the faulty administrative 
machinery but  this  administrative  machinery is 
still the same.    It has not improved. We  have  
to  take  into  consideration, while making 
suggestions of socialisation of the wholesale 
trade, the above-mentioned factor.    This 
experiment it not going to succeed again and I 
think the hon. Member is wrong in assuming 
that the Government took no steps to    
implement   this   recommendation. Madam, this 
question of soaring prices is very important, no 
doubt, as I said, and Government must solve it; 
and I would  also  humbly  submit that the 
Government  is  not  sitting  idle.    We see  
every day the   Minister   making statements     
detailing     the     different measures taken from 
time to time to tackle this problem.    Only the 
other day the Minister of Food and Agriculture 
made  a  statement in  the  other House.    So,  
the  Government   is   not sitting  idle.    
Government must  have some foolproof methods 
to tackle and to deal with this problem and I am 
sorry that no hon. Member has been able to 
suggest    any such    measures which might be 
foolproof and by the adoption of which this 
problem could be  solved  easily.    The   
measures   to solve it are very simple.    Some 
hon. Member has suggested an increase in the  
production  of   agricultural   commodities.    
That is the most important thing.  Unless the 
yield of foodgrains is improved, nothing is 
possible.    We have been paying some attention 
for the last two years to this question of 
agriculture but,   Madam, I am   sorry 



 

[Shri Krishna Chandra.] to say, that in spite 
of all the efforts of Government, in spite of 
the emphasis laid on this by the Central 
Government and the State Governments that 
agriculture shouid receive the first priority and 
the primary attention, it has not improved and, 
if at all it has shown improvement, it is very 
little. So, unless agricultural production is 
increased, it i3 improved, nothing is possible. 
Mr. Arjun Arora's Resolution talks of 
essential commodities, not of all commodities. 
The essential commodities are food-grains, 
cloth, coal, cement, etc. Out of these essential 
commodities, food-grains are of primary 
importance, and unless the prices of 
foodgrains are stabilised no other price can b» 
stabilised. The price of every material depends 
upon the price of foodgrains which is the base. 
Madam, I wiil make one suggestion. One hon. 
Member has already made this suggestion and 
this is not a new one. Government is adopting 
it and that is the only suggestion possible. 
With the machinery we have got, we have to 
start consumer co-operative stores throughout 
the country, a large number of them 
throughout the country And they should sell 
foodgrains and other essential commodities at 
fair prices and they should be made available 
to all men in big cities, in towns and even in 
small villages if necessary. 

THE DEPUTY CHAIRMAN: Your time is 
up—fifteen minutes. 

SHRI KRISHNA CHANDRA: I will take 
only one minute. We should also see that the 
Warehousing Corporation really functions in 
the interest of the country's cultivators. Up till 
now it has not achieved that objective. This 
scheme was taken. up with this objective that 
it will enable the cultivators to store their 
foodgrains and to sell them when they could 
bring better prices so that the middle men's 
profits may be avoided but we find that the 
other day the hon. Minister himself had to 
accept that these warehouses are being utilised 
not by the cultivators but by tradesmen and 
businessmen  to   store   their   material. 

So this scheme has failed, it is most important 
tnat these warehouses-ihoaid rsally be co-
operative storehouses where every cultivator 
should be enabled to store his foodgrains. 
These are some of the suggestions and they are 
we.l known. I think the objective that Mr. 
Arora had in bringing forward this Resolution 
was to provide the House with an opportunity 
to discuss this important problem and make 
suggestions for the consideration of the 
Government. That end has been achieved and 
the Committee that he has suggested in the 
Resolution cannot bring out any other 
suggestion. There was the Asoka Mehta 
Committee; they have gone deep into this 
problem and so I think another Committee is 
unnecessary. It will not do any good. I would 
therefore request my hon. friend, Mr. Arjun 
Arora, after having given this House an 
opportunity of discussing this important 
problem, he should be pleased to withdraw his 
Resolution. 

SHRI SITARAM JAIPURIA (Uttar 
Pradesh): Madam Deputy Chairman, the 
Mover of the Resolution certainly deserves all 
the congratulations for focussing the attention 
of the Government on this important proolem. 
My only regret is that in this he has confined 
himself to the fixed income group only, and 
not the entire country. We cannot lose sight of 
the fact that, after all, all the citizens of the 
country-are affected by the rise in pi ices and 
in fact, if I may say so, the Government's 
policy in regard to this matter, Madam Deputy 
Chairman, has njt at all been very clear. 
Sometimes the Government advocates 
absolut-j control, sometimes thev think of 
partial control and it is not unusual to see that 
they also advocate normal trade channels; It 
has got to be seen which is in the best interests 
of the country and at what time. A very simple 
policy that can be enunciated by the Gov-
ernment and which to my mind is a practical 
one is to decide whether the essential 
commodities that are the bare necessities for 
every individual are to be supplied by the 
Government at a subsidised   rate  or  whether 
the  coat 
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ef production has got to be kept in mind. On 
tne one side we say that tne producer must get 
at least a certain minimum incentive whatever 
be the level of his production arid on tne other 
hand we auo advocate that the consumer must 
get goods at low prices. To me they appear to 
be contradictory statements. As I said -earlier 
either we subsidise, that is, we purcnase wheat 
or rice or whatever might be the commodity at 
a certain price, whatever that price might be, 
and sell it to the public at a low price and thus 
the lo.s is borne by the Government; otherwise 
inevitably tontrol comes in. And when control 
comes, it does not come all alone; it comes 
along with all its evil consequences. In fact 
control is a thing •which assures all grades of 
people, whether who'esalers or retailers or 
semi-retainers a certain margin of profit and 
that also adds to the cost of production. Let us 
take the case of sugar because sugar has been 
mentioned by a number of friends liere. In the 
other House, the other dav. the Food M'nis*er 
tried to nut the blame on the trade and industry 
and when I ssy here T am s"re mv friends will 
not mi,?'inder<;*and rn0 t*<at decontrol . . . 
VntTrupt'on) Thank you. you vc. an ad^o-ate 
of decontrol «nd T arrerove vour statement 
The fact 's if controls a^e there, it is bound to 
inflate the prices. The pri^e of sugar wa5 Re. 
1.15 nP. per kilo but when sugar was 
controlled it will be surprising to note that the 
price was fixed at Re. 1.18 nP. per kilo. 
Madam, it is evitable because the margin 01 
•wnoiesalers, the margin of semi-w oie-salers, 
the margin of retailers, everything has to be 
taken into account. Before decontrol tha 
Governm2nt out of sheer fear released 6 lakh 
torn of sugar while the consumption was only 
2 lakh tons. I would like to tell the Government 
that as politicians are experts in making 
speeches, similarly the businessmen Know 
wheie the shortage is ana wnci-^ tne excess is-
"wiun tne demand was only 2 tf^-i ions, I ask 
the Government, what was tne necessity of 
releasing 6 lakh tons -and on the top of it they 
always said 

that there Wds plenty of sugar    and there was 
no siurtage of it.    But the iraue took the clue 
that empty vessels make much noise; that was 
the reading of tne trade.   And then the licens-
ing   policy   was   introduced   which   it took    
the    Government    nearly    six months to 
introduce and you can well unaj.jtdiU n„w cne 
shortage of sugar was  anticipated by  the    
trade much earlier.    Then came the    control  
and when it was controlled it so happened that     
the    normal     trade     channels vanished and 
the favourites came into the pieture and you 
can    understand when the favourites come 
into the picture there is a'ways an effect one 
way or the other and the °ffect is always on the 
wcse side.    The   price    is a thin» wMrh is 
determined by a number of factors.   OUT- 
rilanned development is en'n? on =>nil we a*-
e deo°nding for roost of it on taxes.   And taxes 
also increase the cost of production    It is verv 
difficult to visualise what is the percentage of 
taxes in the eori structure because even raw 
.naterials    are being tax=d.    In such a 
situation we hava eot to make a nolicy 
determination "n~° for over that either we have 
an economy of a nature where every-bodv rj-
oluce; commodities at a certain price    or if 
vou want    that the price   should  have  a   
relation  to  the cost factor, then I strongly 
advocate, Madam, that decontrol is the ^n.v 
feature which can help us.      It may be that tor  
the time  being    the    <j;-i-es may    is    but 
ultimately    the    prices are  bound  to  crash.    
A    number of suee»s*ion-   ^ave baen made.   
A statement was laid on the   Table   on 12th 
Nov«>mher 191? where    the    Government 
said that for the *ake of maintaining the prices 
of es^ntial commo-'d;t;°s    at   reasonable   
leve's   a Committee      has    been      formed.    
Even a      Price      Stabilisation    Committes 
has been formed but I venture to say. Madam,  
tnat by the time the    Price Stabilisation  
Committee,  the  Reserve Bank  and other 
Government officials are   aDie   to    collect    
statistics      and ugu.^.,, tnose statistics and 
hguies will become out of date and a new 
Committee    will    have   to    be    procauiy 
appuin ed in order that the new situa- 
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Lbhri bitaram Jaipuna.] tion may be taken 
into consideration. After ail practical statistics 
is more important than theoretical statistics. 
Not only that; it has also been said that we 
must ensure that more and /nore co-operative 
societies are opened. I am not one of those 
who are against co-operative societies but 
experience has shown that in most of the cases 
the co-operative societies have not come up to 
the expectations. It is therefore necessary that 
the working of such societies should be 
improved. The other day a Cabinet Minister 
had said that co-operative societies are more 
corrupt than ordinary businessmen. We cannot 
forget the fact that the human factor is the 
same everywhere. 

AN HON. MEMBER: Who said -that? 

SHRI SITARAM JAIPURIA: Mr. Patil said 
that last time and it was in the Press. The 
human factor is the same. We are all made of 
the same flesh and blood and it is no use try-
ing to blame one sector or the other for the 
failure of the machinery of Government 
because the Government is of the people, for 
the people and 

by the people.     If that is the ~Z 
P.M.   case, let us always remember 

this. Let the producer get his full 
price. Let the consumer pay a reasonable price. 
Political considerations do not change the trend 
of the market. Economic and normal trade 
relations and normal circumstances are the 
only ways by which such things can be 
checked. Wages have been increasing 
considerably. I do not oppose increase in 
wages. But I very humbly suggest that unless 
and until wages have a correlation with produc-
tivity it will not help. A mere increase in wages 
might be good for tome time. When prices are 
rising, there is a tendency to put up cost. We 
should not forget that in the end industry or 
trade depends on the goodwill of the consumer. 
Unless and until the consumers have the 
capacity to 

pay, unless and until the consumers are 
satisfied with tne products they get, I can 
assure the House that no amount of subsidy, 
no amount of benefits, no amount of other 
considerations-will heip either the industry or 
the trade. Not only that. In fact, even bank 
finance has become very costly. It is a well-
known fact that about one-fifth ot the capital is 
bank finance. And there in 1962 the average 
rate of interest has been 6.2 per cent., one of 
the highest interest rates ever seen in the world 
anywhere. Transport cost has gone up with 
increase in freight. In such a situation, with the 
increase in excise duties on petroleum and 
other products, it becomes very difficult for 
one to keep the price structure intact. And, 
therefore, I repeat what I said earlier. Let us 
take a decision once and for all whether we 
want to have an economy where we shall 
purchase goods and materials at the prevailing 
rate and supply them to the public at 
subsidised rates. Or, if you want to take the 
cost structure always into consideration, it is 
better that this controversy is resolved for all 
time to come, and the only way to ensure that 
is to have complete decontrol. Let the prices 
rise for a short while. Ultimately prices will 
crash down. There is no other way out except 
that. 

I will make only one more suggestion. The 
Government have taken about nine measures, 
as they have mentioned last time, to check the 
prices from rising. In spite of the fact that 
Members of this House have been trying to 
find out from the Government what have been 
the effects of these nine measures, it has never 
been said in any categorical terms. It is yet to 
be known whether those policies have been 
active and if they have been active what have 
been their effects. 

I will say one thing in the end and that is 
about the need for cold storage facilities. My 
hon. friend hag advocated a number of items 
that are necessary.   There are also cries of 
nationa- 
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lisation of this and that. It is a different affair 
altogether. But I will certainly say that unless and 
until we give necessary facilities to the farmers, to 
the producers, to store their goods and see that they 
do not perish, results are not going to be achieved. 
It ie a well-known fact that all over the country 
there is shortage of cold storage. Much progress 
has not been made in this respect. I would humbly 
suggest to the Government that they should 
provide cold storage facilities in almost every 
important place in the country. Not only cold 
storage should be provided, but it should also be at 
subsidised rates, at very nominal rates. I would say 
keep the materials of farmers and producers like 
dairy products, vegetables, etc. When it is the 
season and plenty of goods come, the farmers have 
to sell their goods at distress prices. That may be 
avoided. There may be less perishing of materials. 
When there is a shortage, the goods can be made 
available and prices can be maintained. It ig more 
an economic aoproach which will be useful and 
which will solve the problem. I humbly gay that a 
political awroach, nolitieal considerations, may 
yield results and dividends for the time being, b"t 
ultimately they are going to fail.   Thank you. 
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SHRI K. V. RAGHUNATHA REDDY 
(Andhra Pradesh): Madam Deputy Chairman, 
in the process of a developing economy of a 
country the price policy is essentially based 
on ethical judgments regarding the various 
factors which are as follows:— 

(i) Type and pace   of   economic 
development desired. 

(ii) Income distribution. 

(iii) Operational constraints imposed by 
the political values adopted. 

While these are the main factors that would 
have to be borne in mind for the purpose of 
determining the price policy in a developing 
economy of a country like ours, it is an 
admitted fact that the prices have risen in 
alarming proportions. I need not go into the 
evidence regarding the subject. But the 
question remains whereas the prices, have 
been generally described as the nerve centres 
of economy, in an economy like ours the 
prices will have to be treated as pathalogical 
specimens which would indicate the 
malignancy of tumours in the human body and 
in an economic system prices would indicate 
the cancerous situation in the economic 
processes as depicted by the rise in prices. In 
this context the rise in prices will have to be 
understood; otherwise the entire social 
pathology of the social processes developing 
in our country in the context of the economic 
development cannot be fully appreciated. 

Madam, while I completely agree with 
some of the figures given out by Shri Arjun 
Arora and the policies advocated by hon. Shri 
Dave, a further question one should ask for 
himself is: What are the reasons for the prices 
to rise? Any economist should ask the 
question for himself: Why are the prices 
rising? And for purposes of answering this 
question one will have to understand certain 
basic factors of any economic life. 

Madam, generally prices rise because of 
inflation, because of wage policies; 

deficit finance, monopolistic conditions are 
also responsible for the rise of prices. In this 
context, Madam, the agriculturist is 
considered to be the villain of the piece. Quite 
a number of people living in the urban areas 
are likely to feel that it is the agriculturist who 
is the villain of the piece, it is he who is 
responsible for the rise in the prices of 
foodgrains. It is a matter to be considered how 
far the agriculturist is the villain of the piece 
or are the villains to be found elsewhere? If we 
take into account the income distribution 
prepared by the Reserve Bank of India as 
published in Reserve Bank Bulletin, 
September 1962, we will get the picture of the 
agricultural situation in this country. The 
agricultural labourers constitute 31.4 per cent, 
of the rural population. That comes to 
1,69,75,000 households. The investigating 
team of the Reserve Bank of India has gone 
into the problem on the basis of households, 
not on the per capita basis. They have 
calculated the agricultural labour households 
to be 1,69,75,000, that is, they constitute 31:4 
per cent, of the total rural households and they 
get an income of Rs. 680 crores. If we break 
down this figure, we get per household Rs. 
33.3 for an agricultural labourer's family in the 
rural areas. The same thing will be divided 
again. The income group between Rs. 3,000 
and Rs. 25,000 is one of the basic income 
groups, which they call the middle income 
group and in this case, when I say between Rs. 
3,000 and Rs. 25,000—the picture which the 
Reserve Bank Bulletin would give is unreal 
because the concentration has taken place in a 
different level but nevertheless it would give 
an indication of the quantum or proportion in 
which the national income is distributed even 
in agriculture between Rs. 3,000 and Rs. 
25,000 group. The non-labour household low 
income group constitute 65.6 per cent, of the 
total number of households. They get Rs. 
3.553 crores, that is, 74 per cent, of the total 
income in the rural area. The money income, 
if we break down the figure, would come to 
Rs. 83.3 per month per    household.    About    
the 
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higher income group in the agricultural sector, 
what they say is, the total numbers are 
16,34,000 constituting 3.0 per cent. They get 
Rs. 567 crores, that is 11*8 per cent, of the 
total income of the agricultural sector and they 
get Rs. 290 per month. This is the position of 
the agriculturist in the rural area, who is 
having a very high standard of living. When 
this is the case, the question that has to be 
asked is, whether an agriculturist would be 
interested in raising the prices which would in 
turn raise the prices of the other commodities 
so that he may have to pay more money than 
he would otherwise do. In any economy, one 
ought to remember, there is what is called a 
kind of balance between industrial and 
agricultural prices. If once the industrial prices 
go up, the agriculturist will have to raise his 
prices. Though it is an ordinary economic law, 
in this country even that is not happening. 
Even though the prices of agricultural 
products might rise, the benefit of the rise of 
the prices of agricultural products is not going 
to the producer but it is only the middleman 
who gets it. The middleman is financed by the 
banks. This is the way how these operations 
are going on. In this context it has been 
observed by the report of the Agricultural 
Price Policy in India, published by the Eco-
nomic and Statistical Adviser, Ministry of 
Food and Agriculture, 1963 on page 161: 

"Many farmers, particularly small 
farmers have to sell most of their produce 
immediately after the harvest when prices 
are the lowest in the year. In other words, 
they have to make distress sales soon after 
the harvest. It is obvious that if marketing 
by producers could be evenly spread over 
the year, there would be less variations in 
prices due to seasonal factor and the farmer 
will benefit. Apart from the facilities for 
credit, storage, processing and marketing 
which are long-term measures for 
improving the marketing structure, price 
policy itself has to be so designed that the 
producer gets at least a minimum price for 

his produce if he sells soon after his 
haivest." 

We will also have to considei the question of 
what is the exact role of banks and the credit 
policy in determining the prices, either for 
low ring them or for raising them. Before we 
deal with the exact effect of banks' operations 
on prices, we will .lave to note that the banks 
are responsible for lending money for storage 
and they take the foodgrains and advance 
money and by this process, they ulso make 
profits. As far as joint stock companies are 
concerned in this country completely the 
major section of the joint stock banks are 
controlled by five banks and these five banks 
again are owned and controlled only by five 
or six business houses. When we go into the 
question of shares and how these shares are 
controlled, even in these various companies 
and in the banks, in May 1962 issue of the 
Reserve Bank Bulletin it is said—they have 
investigated into the distribution of the 
shares—: 

"Shareholders in the size group Rs. 1—
1,000 accounted for 64.2 per cent, of the 
total number of shareholders but they held 
only 7.3 per cent, of total paid-up value of 
ordinary shareholdings. On the other hand, 
the shareholders in the highest size group 
(Rs. 50,001 and above) accounted for only 
0.5 per cent, of the total number of 
shareholders but held as much as 56.5 per 
cent, of the total paid-up value of ordinary 
share holdings. The group of Rs. i,001 to 
Rs. 5,000 accounted for 27; 9 per cent, of 
shareholders and 15.4 per cent, of the total 
paid-up value of ordinary shareholdings." 

I have mentioned this fact to impress upon the 
House the necessity of evaluating the 
situation in relation to the role of banks 
credits and also the monopolistic situation 
that would arise by the merger of bank capital 
with industrial capital, how by the develop-
ment of so much capital, they would control 
market and prices. As I said in one of my 
speeches    here    while 
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[Shri K. V. Raghunatha Reddy.] speaking 
on tax system, even though in these cases you 
may impose direct taxes, like the Super Profits 
Tax, under conditions of monopoly and inelas-
tic market, by the operation of credit policy as 
a result of merger between industrialists and 
the bank capitalists, they can control the 
market, dictate prices and therefore they ?an 
also change or shift the direct taxation into 
indirect taxation and pass on to the consumer 
by dictating to the market by the operation of 
the monopoly and inelastic market. Thus, we 
are here faced with a difficult situation. While 
I appreciate the good intentions of the 
Government, I would like them to take all my 
criticisms more as an exchange of notes rather 
than a fault-finding one. I want them to 
consider this motion seriously and see whether 
we •can sit together and find out a solution for 
this. In that context Mr. Arora's Resolution is 
very fitting. I may say in this context that the 
struggle between the man and the dog for the 
possession of the green leaf that is thrown out 
of the rich man's window is still continuing 
and unfortunately the socialism as we are try-
ing to build up to-day is neither inspiring hope 
nor is it exciting fear In friends like Mr. 
Jaipuria. Hence this is a matter that will have 
to be seriously considered. In what form this 
matter can be tackled, for that a revolutionary 
thinking both in the economic theory and 
practice is necessary if we have to find out a 
solution. Otherwif^, if the distress, frustration, 
discontent, etc. rise, they would constitute a 
fertile ground even for forces like fascism to 
grow. Hence the Government should 
appreciate the good intentions of Mr. Arora 
and other speakers and constitute a committee 
to examine the situation and see both from the 
point of view of theory and practice, whether 
this problem can be tackled in the context of 
development of a socialistic pattern of society 
in thi? country. 

SHRI     BABUBHAI     M.     CHINAI: 
Madam Deputy    Chairman, I do    not 

think that constituting a committee as 
suggested by the mover of the Resolution is 
necessary or will solve the problem that is 
uppermost in our mind today. As you may 
know, Madam, the consumer price index num-
bers are constructed on the basis of prices in 
respect of certain tilings. Today, for example, 
the system is that when we want to construct 
these price indices, we take into consideration 
food, which includes cereals and cereal 
products, pulses and pulse products, oils and 
fats, meat, fish and eggs, milk and milk 
products, condiments and spices, vegetables 
and fruits and other food. Then secondly we 
take into consideration tobacco, pan-supari, 
and intoxicants. Thirdly, we take into 
consideration fuel and light. Fourthly, we take 
into consideration housing. Fifthly, we also 
take into consideration clothing, bedding and 
footwear. And then finally under the head 
"miscellaneous', we take into consideration 
medical care, education, recreation and 
amusement, transport and communication, 
personal care and personal effects and a few 
trivial matters also. Now, if all these factors 
are taken into consideration, yon will see that 
it becomes fairly comprehensive. Also as we 
all know, in every State Government there is a 
cell specially reserved to work out the index of 
living and also, if I am not mistaken, at the 
Centre in the Finance Ministry we have a cell 
which looks after the day to day index on the 
basis which I have just now indicated. And so 
I do not know what useful purpose or what 
useful work will be done by the committee 
that is now proposed. One may have full 
sympathy wilih the laudable objectives 
referred to in the speeches made in this House, 
but if we consider the practicability of the 
problem, we have to consider whether 
anything more can be done by appointing such 
a committee.    I personally feel  that  it 
would not do any additional      work,more 
than what is done in the cellsin the State 
Governments and in   theFinance Ministry at 
the Centre. 
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Moreover we have had substantial increase 
in the production of food in the country. It was 
51 million tons in 1950-51 and it has risen to 
nearly 80 million tons today. This increase is 
nearly 57 per cent. But this increase has been 
offset by the increase in our population and 
therefore, "we have been finding that we are 
having shortfalls in food. The all-India index 
number of wholesale prices of cereals as a 
whole which stood at 102.8 during the month 
of January, 1963, rose to 115 during July, 
1963. During the corresponding months of 
1962, the index numbers were 102 and 10"-2 
respectively. During July and August, these 
index numbers have remained more or less 
steady around 115. 

Even now if we look at the steps that the 
Government has taken we can see that the 
Government has taken various measures such 
as distribution of wheat and rice at subsidised 
rates through fair price shops, regulation by 
the Reserve Bank of advances against 
foodgrains from scheduled banks, licensing 
and control of wholesale dealers and import of 
food-grains from abroad. However, in the 
ultimate analysis, it is only increased 
production that will answer the question of 
maintaining a stable price level. In this 
connection, the importance of building a 
suitable buffer stock of foodgrains requires 
primary consideration. You know, Madam, we 
have to depend on the vagaries of nature in the 
matter of food production and therefore, if we 
have buffer stocks, then it is always easy to 
throw that stock whenever there is an 
emergency or shortage at any place, and the 
prices  will  not then  rise. 

Of course, there should also be increased 
productivity of not only labour but also of 
land. This requires inter alia improved water 
resources, manure, implements, certified 
seeds, conservation of soil and moisture and 
so on. There is need for larger attention for 
short-term than for long-term projects. 

536 R.S.D.—4. 

The creditworthiness of persons is severely 
limited by the size and quality of the holdings 
and the standards prescribed for loans whether 
advanced by Government or by cooperative 
societies. 

Since cereals must grow on land and land is 
limited and is also subjected to considerations 
of climate and other adverse factors, it is 
impossible for cereal production to keep in 
step with our growing population, because 
there are limits to intensive cultivation and 
production as well. It is, therefore, essential 
that we must educate the people to take to 
substitutes and supplementary forms of 
nutrition, as for instance, milk and milk 
products, e8gs, poultry, proteins, animal fats, 
fruits, vegetables, mixed flour and so on. If 
necessary, some measure of compulsion, 
direct or indirect, must be used to bring this 
about. But this requires large-scale 
development of the industrial sector, of 
animal husbandry  and other efforts. 

Coming to industrial production. Madam, 
the same observations hold good here also. 
The most important factor determining the 
price of the essential commodities such as 
cloth, is the productivity of the Plant and of 
labour. While an expanding demand can 
stimulate growth, it will not cure 
unemployment unless it is accompanied by 
freezing production costs and particularly 
wage rates. The most important point to be 
considered is how to keep the wage increases 
from exceeding a rise in the productivity of 
labour. 

Here I would like to point to the hon. 
Member Shri Arjun Arora a theory with which 
probably he would agree with me. I would like 
to invite his attention to this aspect of the 
problem also. It was in the year 1957 or 1956 
that the industries as a whole accepted the 
principle of freezing their prices of sales. 
Similarly it was accepted that there would be a 
freezing of the wages of labour on one 
condition, that in proportion to the increase in 
production, the waije rate also can be 
increased. 
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[Shri Babubhai M. Chinai.] An important 
element affecting the cost of production is 
the tax structure. The total tax element in 
the cost is difficult to ascertain because the 
prices of raw materials also include taxation 
at the primary stages of production. This is 
a very important thing we should remember, 
that both the raw material and the finished 
goods are subjected to taxation. Therefore, 
it is difficult to assess to what extent the 
increase in price is due to the taxation. It 
will not be correct-to associate the increase 
in price with profits of trade and industry. 
The manner of financing the Plan which 
depends overwhelmingly on taxation, has 
resulted in higher costs in prices, and 
nobody can dispute that point. 

A policy which aims to regulate prices 
alone at the stages of distribution or 
manufacture will not be successful. In the 
industries in which prices have been 
regulated by Government, the increase in 
prices from time to time has been even 
higher than in any other industries. If prices 
have to be stabilised, it is necessary to put a 
brake on additional taxation, to allow wage 
increase only in consonance with the 
increase in productivity, to control 
agriculture in a manner that will make it 
less susceptible to weather conditions and 
encourage greater use of better seeds and 
fertilizers. 

Industry has come to depend in 
creasingly on bank finance which now 
constitutes about one-fifth of the total 
capital employed. In recent months, 
there has been an increase in the 
cost of bank borrowings. The aver 
age rate of interest charged in 1962 
was 6 A per cent. The interest charg 
ed constituted about l-5 per cent of 
the final charges. The cost of trans 
portation has increased due to in 
crease in freight charges of traffic 
carried by railways, various excise 
and import duties on motor spirit, 
diesel oil, motor and vehicles and 
parts etc. All these have led to the 
increase in the  price  level. 

4 P.M. 
Finally, although rent control exists in 

various urban areas it is not vigorously 
implemented. The main difficulty perhaps lies 
in the fact that the rent control authority comes 
into operation only on a complaint made by 
the tenant. This has resulted in series of 
hardships to tenants who are not in a position 
to withstand the troubles given by the 
landlord. In fact, there should be satisfactory 
and statutory rent control. Housing activities 
in urban areas should be increased by the 
provision of credit facilities, land at reasonable 
cost, etc. A typical example of how govern-
mental policies will induce rent inflation is 
provided when Delhi was made an 'A' Class 
City. Government servants can get fifteen per 
cent, as Government's contribution towards 
+he rent only if they provide a receipt from the 
landlord showing the particulars of rent paid 
by them. Since the Government increased the 
rate of contribution, the landlords inflated the 
rental values. If the Government had not 
insisted on the production of a receipt, perhaps 
there would not have been an increase in the 
rental value     to the      extent    experienced. 

Although there have been plans to establish 
dairy and vegetable farms in and around urban 
areas it has not been vigorously pursued. Some 
incentives should be given to see that 
vegetable and dairy farms thrive round about 
urban areas. Or, certain lands should be 
declared for vegetable production only. 
Government should encourage the establish-
ment of cold storage with a view to preserving 
the vegetable and dairy products. At present 
the pace of development of cold storage 
industry is too slow in India. If all these steps 
are taken, perhaps we may be able to maintain 
the prices. 
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is the fiscal policy. Fourthly, there is what is 
known as the non-developmental expenditure of 
the Governments whether it be of the Centre or 
of the States. Fifthly, there are, and particularly 
in our economy, the public undertakings and the 
investments in public undertakings. Sixthly, 
there is the question of expansion of credit to 
agricultural and other commodities and 
seventhly the operation of cooperative godowns 
in the country which are any number. The rise in 
agricultural wages also contributes to influence 
prices in the country and the rise in freights on 
commodities is the last but not the least in 
importance of these series of factors. 

With regard to the problems of production—I 
have not enough time— much has been spoken. 
Production has not been as good as it ought to 
have been for all the investments that we have 
made. Talking of agricultural production where 
prices have risen very high it would be seen that 
food articles have risen by as much as 36 per 
cent, in a period of six years from 1956-57 till 
today. I have the latest figures also here with me. 
I have calculated it. It is 36 per cent, for six 
years. Food articles have risen annually by 6 per 
cent. Sugar and gur have risen phenomenally 
high, as much as by 105 per cent, over the prices 
prevailing in the year 1956-57. Next is rice, by 6 
per cent. All other commodities like liquor and 
tobacco, fuel and power, industrial raw materials 

and manufactures, etc. range between 3 to 5 per 
cent, annually or 20 to 36 per cent, for the whole 
period. What we have to particularly note during 
the discussion of this subject is whether the rise in 
prices is justified by the circumstances that have 
prevailed in our country during the First Five Year 
Plan, the Second Five Year Plan and presently the 
Third Five Year Plan also. As I said before, 
agriculture unfortunately has not made the progress 
that we expected it to moke. True, we have achiev-
ed something like 57 per cent, rise in the 
production of foodgrains, but having regard to the 
rise in popula- 

SHRI N. SRI RAMA REDDY (Mysore): 
Mr. Vice-Chairman, Sir, I am very grateful 
to you for having called me to speak. It is 
very hard to find useful arguments after so 
many hon. Members have spoken on the 
matter. Since speak I must I will just say a 
few words. 

The problem of prices of commodities in 
a developing country like ours is a very 
complex one and anybody who can suggest 
a simple solution for this problem should 
be a very extraordinary prophet indeed. 
The problem being an extraordinarily 
complex one requires to be dealt with on 
the same complex basis. Now, let us see 
what are the factors that influence prices in 
any economy. First of all there is what is 
known as production. The crux of the 
entire problem is production. Secondly, 
there is what is known as the monetary 
policy followed by the Government.   
Thirdly, there 



 

tion, increase in consumption and several 
other factors, the rise is too small. It has 
worked out near about 4 per cent, per annum. 
This is barely-sufficient to cope with the 
requirements of the country. In addition, if we 
may compare, during the First Five Year Plan 
we imported only about 11-5 million tons of 
foodgrains from America. During the Second 
Five Year Plan it was as high as 18-5 million 
tons. This also shows that agriculture has not 
done very well in our country. We have 
invested huge amounts and still the return is 
very small. Our low productivity necessarily 
increases prices. The blame cannot be laid at 
the door of anybody. It is a natural process. 
An economy developing on its own, with its 
own momentum, with its own forces, brings 
about these changes. We cannot blame 
anybody for this. There have been lots of 
inadequacies in regard to agricultural 
production. Therefore, prices have been 
increasing. 

Now, talking of monetary policies, of 
course, I have with me a few remarks of 
eminent authors. When I talk of monetary 
policies, I have in mind deficit financing, 
balance of payments position, money supply, 
etc. I cannot go into each one of these factors. 
But here is a note which says that up to 1960-
61, during the two Five Year Plan periods, we 
have taken recourse to deficit financing to the 
extent of Rs. 1,250 crores or so. Similarly, 
with regard to balance of payments, the deficit 
was Rs. 2,000 crores on account of various 
imports. It is true. But all this was warranted 
in a developing economy. We have the 
authority of an eminent author. The author is 
Wilfred Malenbaum. He has made some 
studies in this country. His book is: "Prospects 
for Indian Development". He says in conclu-
sion:— 

"Looking ahead, so long as India's 
development needs justify a large import 
surplus, and so long as India's prospects 
and worict status permit the financing of 
thi3 surplus, an argument can be made for a 
budgetary deficit in India of v com- 

parable order of   magnitude.   Even larger    
budgetary    deficits may  be warranted,    
especially   when prices are not rising." Now, 
this is very important:— 

"Even when prices are increasing, 
however, the real concern must always be 
the extent to which easy finance can serve 
as a means or generating more real product 
in particular sectors through expanded use 
of all the productive resources available to 
them." 

This is his opinion 
Therefore, if anybody makes a charge 

against the Government that their monetary 
policies have not been very good, very sound, 
not keeping up to the economic development 
that was taking place in the country, here is an 
authority. He says it is true certain price 
increases will take place, but all the same they 
are called for in a developing economy. 
Nobody can avoid it. Therefore, we should 
not be scared away by the rise in prices ana 
we should not develop in the words of our 
illustrious Prime Minister cola feet and with 
them so many otaer things. 

Having said so much about monetary 
policies, I would like to say a lew words about 
our fiscal policy, our taxation policy. The 
planning Commission seems to have assessed 
it. During the Second Five Year Plan, on 
account of our various direct and indirect 
taxes—there was no way out —the prices of 
commodities have risen to the extent of 5-3 
per cent. Subsequently in the Third Five Year 
Plan we have been increasing our targets. We 
want resources. Not only that. On top of it 
comes the devil of a Chinese attack. For both 
defence and development we require finance. 
Therefore, taxation has become an absolute 
necessity. When we tax both directly and 
indirectly naturally prices must go up. To what 
extent t.iey are warranted by the requirements 
of a developing economy has got to be 
determined not by Parliament Members, nor 
by a Committee constituted by this House or 
the other House or 
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[Shri N. Sri Bama Reddy.] both together, 
but by high experts with expert knowledge, 
people qualified both in fiscal and monetary 
policies and matters connected with economic 
growth. They have got to deai with a subject 
like this. 

Now, coming to the non-developmental 
expenditure of the Government of India, it has 
increased enormously. It was only Rs. 806 
crores in 1950-51. It has risen to Rs. 2,863 by 
1961-62. This is the non-developmental 
expenditure of the Government of India. Such 
a huge and enormous expenditure has got to 
be incurred on account of development. It is 
necessary to expand administration on account 
of so many things. Each one of the 
Departments in Delhi has become an empire 
by itself. Probably during British days a single 
Krishi Bhavan would have housed all the 
departments of the Government of India. 
Probably these days the administration 
requires it. Therefore, we cannot say that the 
non-developmental expenditure has been very 
high. Therefore, we cannot charge the 
Government on this account. This non-
developmental expenditure was very 
necessary and they have been spending it. 
There is no escape from it. The defence 
expenditure that we have been called upon to 
spend adds to the huge burdens and they must 
naturally  reflect  in higher  prices. 

Now, 'public undertakings' is another big 
affair. We have probably sunk up to Rs. 900 
crores till the end of the Second Five Year 
Plan. Probably Rs. 300 crores or more have 
gone into the various steel projects, whose 
gestation period is long. So, we have thrown 
so much money into public undertakings. The 
return on public undertakings is 0-4 per cent, 
or so. During 1962-63 it is 3tated to be as low 
as 0-3 per cent. We have been working our 
public undertakings on such an abnormally 
low margin of profit. Of course, our 
philosophy is that of a socialist philosophy. 
We have yet to develop. It is only the gestation  
period.    Probably with the 

hope of increasing output and keeping our 
economy on a sound footing, we are forced to 
spend all these Things. Therefore, our 
expenditure on public undertakings also has 
been such a huge amount. There is no escape 
from it. 
 

Then I came to the expansion of credit for 
agricultural and other commodities. I would 
like to point out here why the agricultural 
prices have been raising higher also. In the 
name of development we have been giving 
loans to oo-operastive societies. None of us 
can object to a system of giving loans to 
agriculturists for developing their agriculture 
in various ways. We have to give loans. There 
is no way out. In addition to it what we have 
done is we have constructed a number of 
godowns all over the country, a huge number 
of them, I think there are 3000 or 4000 
godowns, in each one of which facilities are 
given for storing the produce of these agricul-
turists. Naturally they would like to keep it 
there for a long period. That is what we want 
them to do and they are doing it With the 
result that the produce is not coming on to the 
market as quickly as it would have without 
these godowns. It is all our making. We 
wanted them to do it and they are doing it. 
(Time bell rings) I have taken only ten minu-
tes. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : You have taken fifteen minutes. 

SHRI N. SRI RAMA REDDY; Then 
there are what are known as rising 
agricultural wages. It was inevit 
able. This is a vicious circle, Mr. 
Vice-Chairrnam. Rise in wages pro 
duces increase in prices. Increase in 
prices produces increase in wages. 
This is a vicious circle out of which- 
we cannot escape. Till our economy 
stabilises itself we cannot escape 
these things. It is also a factor in 
walges., J 

Then a lot of curbs are placed on bank 
landings. It is really a good measure.      It is 
going to exercise a 



4109 Commission to [ 13 SEP. 1963 ] stabilise prices 0} 4110 
suggest steps to essential commodities 

sobering   influence  on  rising    prices.   I 
Therefore, that is a good measure. Finally I would 
like  to say  THE VICE-CHAIRMAN  (SHRI M. P. 
P. BHARGAVA):  Please wind up. Your fifteen 
minutes are long over. 

SHRI N. SRI RAMA REDDY: All these factors 
have induced a certain amount of increase in the 
prices. The rises by any standard are not very 
abnormal though in respect of sugar and gur it is 
105 per cent. It is really abnormal, and that is due 
to the policies pursued by the Government. Last 
year, in 1962, we wese discussing the problem of 
surplus sugar and what we were to do about it. A 
ten per cent, cut was imposed with the result that 
all over the country the production of sugarcane 
had gone down. Now we say produce, produce 
and produce. Our every approach is made on the 
basis of a crisis. Our approach is a crisis approach 
to the problems. So, a deliberate, good policy is 
all that is required so far as the Government of 
India is concerned. We must make them produce 
more. 

Therefore, with all these things put together I 
feel that the prices have risen not very much. Of 
course there has been a rise in prices but it is not 
abnormal. No abnormal situation has risen. 
Therefore, a Committee of the kind that is now 
proposed by my friend, Mr. Arora, is not 
necessary. Let us entrust the job to the experts 
and the experts' advice we shall all accept. 
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5 P.M. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA) : According to the rules, the 
discussion comes to a close now and the 
Resolution must be deemed to have been 
talked out. But probably the hon. Members 
would like to hear the Government version. If 
the House is prepared to sit a little time 
longer, I will call upon the Minister to reply. 

SOME HON. MEMBERS:  Yes, Sir. 

THE DEPUTY MINISTER IN THE 
MINISTRY OF FINANCE (SHRIMATI 
TARKESHWARI SINHA) ; Mr. Vice-Chair-man, I 
am grateful to you and the House that they 
have provided the Government this 
opportunity of expressing its concern to this 
problem which is raised on the forum of this 
House. I was feeling unhappy when I saw in 
front of me the watch going to strike five and I 
thought that it would not be very good if the 
Government is denied this opportunity of 
putting its own case before the House 

for its consideration and also for the country's   
consideration.      Hon.    Shri Arora's Resolution 
has been a Resolution which has enjoyed an 
opportunity of  having  wide-scale  support  in  
the House    but I will not say    that the whole 
Resolution has enjoyed the support.    However,  
the  basic  content of that  Resolution  has    
enjoyed    wide-scale, deep anxiety and 
consideration of the House and this debate has 
given an opportunity to the Government to look   
into  the  mirror  of  this  Parliament and to    
feel the pulse    of the Members     of  this  
august  House.    It has also provided this 
opportunity to the Government to know very 
many valuable suggestions which have come 
forward in the debate and I am really deeply  
touched by   the    constructive approach of most 
of the Members on my side and on the side of 
the Opposition.    This has raised the debate not 
on the basis of the Party line but the debate has 
reflected the spirit of the whole House except 
unfortunately the Member of the Swatantra 
Party, Mr. Patel, who did not refer to the points 
in the discussion in the proper perspective.    I 
would try to reply to the other points which  
have been  raised and I think the House will bear 
with me when I say that I need not reply to the 
speech  made  by  the  Member of  the  
Swatantra   Party   because  he was completely 
talking out of the purview of the subject. 

It is quite true that this matter is of vital 
concern to the country. The last Member made 
a very eloquent speech in Urdu and he 
certainly reflected the concern of the Members 
of this House, the people in general, at the 
problems of the family. Nobody and least of 
all this Government would deny this growing 
concern at the problem of prices. The question 
of stabilisation of the prices of essential 
commodities with a view primarily to maintain 
the cost of living index at a reasonable level 
has been of very great concern to the 
Government, not only to-day but in all this 
period of the Five Year Plans, and I cannot say 
that we have succeeded in satisfying ourselves 
on the quantum of this pro- 
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blem which is necessary and I would not also 
say this that the Government has done 
everything possible to solve this  problem.    It  
is better  to accept this imperfect solution of 
this problem and I think if we can be frank 
enough to   say,   that  we   have  not   
ourselves felt  that all that  was  necessary  has 
been done by the Government or by the other 
parties which are deeply concerned with  the  
details of  this  problem.   It is quite true what 
Mr. Arora pointed out that during the first 
quarter of the current fiscal year there has 
been a somewhat sharp rise in prices largely   
concentrated  in  food   articles such as rice 
and gur and the primary reason for this rise in 
the prices has been that the output of these 
agricultural   commodities  has  declined  very 
much and there has been quite a substantial 
decline in the 1962-63 agricultural season but 
I would also like to request and submit before 
the House that     whenever  we  consider  
such  a complex problem of prices,  we must 
also take the full perspective  of the whole 
problem in order    to come to certain   
substantial   and  fruitful   conclusions.    
Therefore I would not only like  to  mention  
to  the  House   about the trends which have 
been prevalent in the pricing system of our 
economy but I would also like to mention here 
that    taking    wholesale    prices as  a 
totality,   there   has    not    been    that 
increase during the first two years of the Plan.    
Actually the   prices   have been kept more or 
less stable in the first two    years of the  Third    
Plan. Hon.      Members      themselves     have 
remarked  previously about  this very stable 
performance of the price index for the first 
two years of the Plan.    I would  like  to  
mention  here  for  the memory of hon. 
Members that the rise in  1962-63 of 3-6 per 
cent, had only the  effect  of wiping  out  the 
fall  to the same extent in 1962-63.    In 1962-
63  the prices  had   come   down   and 
therefore the price increase of 3:6 per cent, 
actually offset or wiped out the rise  that  had 
been  there  in   1961-62 and therefore it 
equalised itself.   The index of wholesale 
prices in the last week  of March    1963    was    
actually  | slightly lower than in the last week I 

of March  1961.    The All-India working   
class  consumer  price  index   also declined 
progressively   from   October 1962  to 
February  1963.    It has risen somewhat since 
then, I agree and at present, in the month of 
June, it wai 3 per cent, higher than in the 
corresponding period last year.   But I would 
also like to mention here that cereali other than    
rice have    shown a fall from   the   last   year's   
levels.     These factors  also    have  to  be  
taken  into consideration when we want to view 
a balanced picture of the pricing system.    Due   
to   the   significant  fall  in the production of 
rice, as I mentioned earlier, the index for rice 
had shown a definite increase.   There is no 
doubt about it.    Nobody can  deny it.    The 
fall in output has also been responsible for the 
increase    in    the    index number  of  tea,   gur   
and   sugar  but there is some other item of 
consumption except these 3 or 4 items.    The 
other main item of consumption is the 
consumption of cloth.   1 would like to mention  
this  fact  to  the House  that there has been 
hardly any rise in mill cloth prices in the recent 
months and the  rise 4'5  per  ent.  over  the  
year is specially accounted for by the rise in the 
price of handloom cloth. There are various 
reasons for the rise in the prices of handloom 
cloth and I have no time to go into the details 
of that question at the moment, but there has 
been no rise in the price of mill-made cloth.    
The statistical evidence, therefore, is thus not 
only in one direction. A comparison of price 
trends, therefore,  of    essential    commodities  
over relatively short period can sometimei be    
misleading.     I   do   not   want   to undermine  
the problem  at  all.'    The House will bear with 
me when I say this that this kind of misleading 
conclusions can be arrived at if we really look 
at this problem of pricing only on the short-
term basis because there are  various    factors    
influencing  the prices.   One   is   the   seasonal   
factor which is a temporary factor and there are    
certain   permanent   factors   and certain 
permanent phenomena, operating in the 
economy.    They have to be viewed not on the 
basis of a short-term policy but they have to be 
view- 

4143 Commission to [ 13 SEP. 1963 ] stabilise prices of 4144 
suggest steps to essential commodities 



4145 Commission to [ RAJYA SABHA ]       stabilise prices of      4146 
suggest steps to essential commodities 

[Shrimati  Tarkeshwari  Sinha.] ed on the 
basis of a long-term policy of our   economic   
development.    The Government has a 
machinery, as hon. T-Tr. Chinai pointed out, 
in every State Government that is fairly 
functioning. The   Government   of   India   
has   got machinery  for  keeping   these   
thines under close and continuous watch and 
for    suggesting    remedial    action    at 
various fronts whenever the statistical 
indicators suggest that action is called for.    I 
would like in this connection to read out 
certain passages from the Asoka Mehta 
Committee report. That Committee went into 
the problem of agricultural prices.    The 
Asoka Committee as also, I think, all students 
of economics in this field of price policy, do  
agree  that    the  variations,    these price 
variations,    could  be    of three types.    As  I  
said,  there  can  be  the temporary price 
variations for which we  have  provided    
certain   marginal cushions which can absorb 
the shocks of these temporary price 
variations.   If we absorb those shocks by 
keeping a good bufferstock  and  by  
distributing  it in the lean period, then we can 
certainly offset this  phenomenon of 
temporary rise  in  price.    . Then  there    can  
be regional  disparities  in prices.     These 
regional   disparities    in    prices    also 
inhere in them the question of certain other 
basic problems which have also to be tackled 
simultaneously.    One is the  transport 
problem.    Even in  the case of rice, we have 
seen that all over India the rise in price has 
not been of  a  similar  nature.    There  has  
not been   any  uniformity  in  the   rise   in 
price.    And that makes  our problem much    
more   difficult   to   solve   than otherwise.    
What is this basic preno-menon causing    
these    disparities   in prices obtaining today 
in the various areas?    This basic 
phenomenon is the difficulty of transport, and 
the cost of transport  adds  to the  rise  in  
prices, apart from the other factors and other 
considerations   like   deficit  production in 
foodgrains.    These are the factors which  
affect  the  price    structure  on the regional 
basis and they require a different kind of 
solution.    One quantum or one phenomenon 
or one line of action cannot solve the problem 
of 

temporary and regional disparities in prices. 

Then there is another factor and that is 
calied the sectoral factor or the factor which 
operates in the system of price variations in 
the various sectors of the economy, and these 
various sectors of economy sometimes 
supplement each other and sometimes they 
digress or contradict each other. This 
phenomenon is a long-term phenomenon and 
we cannot find a solution for it in one action 
of the Government or in two actions of the 
Government. 

Therefore, Sir, price stabilisation does not 
mean that all these variations should be 
completely eliminated. Price variations also 
have an important role to play in the economy 
of the country, especially in a developing 
economy. In fact, to a certain extent variations 
and flexibility and rise and fall in prices are 
found not only natural but even desirable. It ia 
through the variation in prices that basic 
allocations of the resources and the adjustment 
of those limited resources which we have at 
our disposal, can be made and the supply and 
demand position can be kept in balance only 
by balancing these factors and also by 
complementing these factors and not by 
eliminating these factors. Therefore, to that 
extent, variations in prices in the various 
sectors are not only desirable but are essential, 
whatever our solution or whatever the basis of 
our argument may be. 

Here I would like to quote a very pertiment 
argument which has been mentioned in the 
Asoka Mehta Committee's Report on 
foodgrains prices. It shows what our approach 
should be. I would like to quote this para-
graph: 

"At the same time any rigid integration of 
the price structure is neither feasible nor 
desirable. In the first instance, such a policy 
would be very difficult to implement from 
the administrative point 



 

of view, especially in a growing economy. 
Secondly, it may distort and obstruct to 
such an extent the normal functioning of 
economic forces that it may result in more 
harm than good. So long as prices move 
gradually   ..." 

And I would like hon. Members to note this 
very important sentence: 

"So long as prices move gradually, 
allowing cost and incomes to get adjusted, 
there is really nothing much to take 
exception to such a price fluctuation." 

Even when the cost and the income appreciate 
with the rise in prices, I think the rise in prices 
should not really be discouraged. Only such 
changes in prices as are liable to get far out of 
step with the cost and income should be 
avoided. 

"Therefore, the main characteristics of a 
rational system of price stabilisation which 
seeks to avoid both complete laissez and 
rigid control, would be on the one hand to 
allow the trade to function on a competitive 
basis and within certain broad limits, and 
on the other, to regulate it by suitable 
counterveil-ing action, overall as well as 
selective, by public authority.'* 

This is what I call the balance to be arrived at 
in the structure of our price policy. Therefore, 
when hon. Members from various groups of 
this House said that we have not implemented 
the Asoka Mehta Committee's 
recommendations, I may say that we are 
influenced by them and also by the argument 
that unless and until we can build up a proper 
administrative machinery for implementing 
certain decisions, no hasty decisions should be 
taken in one direction. That is why the 
recommendations of the Asoka Mehta 
Committee about socialisation of wholesale 
trade in foodgrains was not accepted in toto. 
We accepted the recommendation with certain 
reservation and it was decided that the 
Government should buy progressively larger 
quantities of marketable surpluses of rice and 
wheat and utilise 

the agency of the cooperatives. We are 
developing more and more measures for the 
purchase and distribution of foodgrains. The 
intention, Sir, is that when cooperatives 
develop, if they develop properly and on the 
proper lines, they would certainly take a large 
off-take of the trade in. foodgrains. That would 
be with the willing consent of the people, with 
the willing cooperation of the people and that 
would be much more fruitful. In connection 
with these cooperative agencies, I would like 
to mention that so far as the Central 
Government is concerned,—it has been said 
by the Planning Commission and the Govern-
ment has accepted it—we have fixed a target 
for the establishing of cooperative stores. As 
the hon Member Shri Arjun Arora himself 
pointed out, the intention is to open 200 
wholesale and 4,000 primary stores by the end 
of 1963-64 or so, in towns with a population of 
50,000 and more. Apart from that. We have 
also opened fair price shops and the number of 
fair price shops today stands at 55,602. That is 
the latest available figures of fair price shops. 
We can also advise the State Governments to 
go into the question of opening fair price 
shops. As many fair price shops as they want 
to open,, the are welcome to open. Of course, 
it is not to be our responsibility, for the Central 
Government cannot take to itself the 
responsibility of opening these fair price shops 
all through the States. The State Governments 
have this responsibility and they have to 
shoulder it. The Central Government on ;ts 
own, has been doing all these things and these 
are schemes that are sponsored by the Centre 
and we also wish the State Governments to 
cooperate to this matter and follow a uniform 
policy in the opening of cooperative stores and 
supplying the basic commodities to the needy 
classes. 

Apart from this we are also anxious that the 
State Governments should follow a 
coordinated and uniform policy with regard to 
the prices. One difficulty which this 
honourable House must realise has been that 
Agriculture 
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[Shrimati Tarkeshwari Sinha.] is a State 
subject and the price of agricultural products is 
also a State matter. So we may fix a price, but 
sometimes it is not practicable for the State 
Government or is not convenient for the State 
Government to implement that price, or the 
procurement or distribution or sale. Therefore, 
when the State Government is reluctant, to 
impose on them certain things which they do 
not appreciate, which they do not welcome, it 
does not serve the purpose. It is not really 
dictation to the State Governments, it is just 
submission to the State Governments that they 
should really try to follow a uniform policy in 
their price and procurement programmes as far 
as foodgrains and other basic commodities of 
life are concerned 

Sir, probably I need not explain again that 
whatever I have argued now, explains this fact 
that there are various sectors and various 
forms through which the process of develop-
ment proceeds and that itself creates stages of 
excess demand in the economy, leading to rise 
in the prices. While this stabilisation of prices 
is the concern of the Government, an equally 
vital and important concern of the 
Government is the keeping up of the 
continuity of the economic development. The 
House would probably agree with me that 
these two things would have to be balanced 
and the problem, therefore, is not to consider 
prices isolated from economic development, 
but the problem is to get these two phenomena 
married to each other and keep the balance 
between these two married partners straight, in 
both development and in stability. That should 
be our problem and that should be the 
solution. I welcome very greatly the 
suggestions which have come forward to 
facilitate this marriage of prices with eco-
nomic development. Controls are no doubt 
possible to some extent but, as I said earlier, 
even the Asoka Mehta Committee felt that no 
amount of physical control will deliver the 
goods if the implementing machinery 

is not up to the same standard as the standard 
of the control we want to have. Therefore, as a 
better solution to this problem, rather than 
having wholesale physical control, we want 
that the extension of co-operative trading 
centres should provide an answer to this 
problem and we would like to give the 
maximum facilitiej for this extension of co-
operative trading sector. Definite schemes have 
been formulated by the Government but I 
would also like to say here that some of these 
voluntary organisations, like the Citizens' 
Council and such other organisations, if they 
could take up the work of providing a chain of 
consumer co-operative stores, they could 
formulate a scheme for doing some such thing 
in the economic sphere, Government would be 
certainly agreeable to provide them with all 
possible facilities for opening these shops. 
Large-scale impact of the co-operative 
movement in the retail sector provides the best 
possible sanction in the present circumstances 
to keep a check on the prices, and Government 
effort is to be supplemented not only by this 
expansion in trading in the co-operative sector 
but the Government effort in keeping the 
priceline has also to be supplemented to a great 
extent and reinforced by an effective public 
opinion. After all, democracy without public 
opinion does not carry us anywhere. Public 
education and democracy are two patterns in 
which full-fledged democracy functions. With-
out public education, democratic implications 
are not understood and vice versa. Without a 
democratic pattern of society this public educa-
tion does not have much meaning. Therefore, 
public concern over rise in price has got to be 
created. Though all the Members have 
expressed their concern over rise in prices, and 
people outside also have expressed their con-
cern, I must confess that the cohesive body of 
public opinion against profiteering and 
speculative activity of traders in essential 
commodities has yet to be felt if it has to have 
practical effect and without dividing them-
selves   on   party   lines,    Members   of 
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Parliament should also play a very very 
effective role through their own parties. The 
problem of profiteering and the problem of 
speculative activity is not the problem of 
Government; it is the problem of the country, 
it is the problem of the people and, as Mr. 
Tariq mentioned, it should be considered as an 
anti-social thing. Therefore, it should not be 
considered that it is the prime duty of the Gov-
ernment to check this, mitigate this evil 
phenomenon. It is the duty of the Government, 
I do not deny, but it is also, on the moral 
plana, the duty of the respective parties and 
their leaders and workers to create such a 
public opinion where profiteer-in 5 and 
speculative activities may not find place. In 
some of the capitalist countries they have done 
the same thing in regard to this. After all, in a 
country like the United States of America, 
adulteration of food is considered to be a 
worse crime than even murder. That shows the 
amount of public opinion that has to be 
created in this country against profiteering and 
speculation. 

As some Members have said, 
nationalisation of Banks can be one of the 
ways by which effective control over prices 
can be brought about but unfortunately the 
phenomenon is not the credit which is 
operating through banks. The crux of the evil 
is the credit which is outside the bank. So 
much credit is flowing through these outside 
channels, other than the banking system, that 
it is very difficult to control that kind of credit. 
This is the villian of the piece which is not 
allowing us to have a cohesive policy in 
regard to the control of prices. A part of the 
purchasing power of the public which has 
come under the operation of the banking 
sector is relatively small when compared to 
the money outside the banks. It is the latter, 
therefore, which gives us this deep concern 
and which affects the solution. I would here 
like to mention about the banking structure to 
let the Members know that there has been a 
definite shrinkage of the Scheduled Banks' 
credit in the current slack    season.    I  would 
like to 

quote the relevant figures. The withdrawal of 
the scheduled banks' credit in the current slack 
season has been, as much as Rs. 120 crores as 
against only Rs. 56 crores in the corresponding 
period 1962 slack season. There has been a 
large withdrawal of credit of as much as Rs. 
120 crores against Rs. 56 crores of withdrawal 
in the slack period now. So much of money 
which came from the banking system into the 
market has been withdrawn in the slack 
season. The expansion of the scheduled banks' 
credit in 1962-63 busy season has been more 
or less at the same level. We have to consider 
that the withdrawal of that credit in the slack 
season usual with the banking system has not 
aggravated this evil; otherwise, there would 
have been more money given by the banks for 
further speculative activity. Then came the 
question of deficit financing. Sir, in the other 
House, the previous Finance Minister made a 
statement about this and gave the details. I am 
very happy to inform the House that though 
the average of the Second Plan Budget deficit 
was of the order of Rs. 166 crores Centre and 
Rs. 25 crores States, making a total of Rs. 191 
crores, in 1962-63 it was Rs. 71 crores in the 
case of the Centre and Rs. 16 crores in the case 
of the States. For 1962-63, the provisional 
figures-are Rs. 168 crores, less Rs. 36 crores 
for the States, that means Rs. 132 crores for 
the Centre. The Budget Estimates for 1963-64 
have put it at Rs. 181 crores. Therefore, we 
will see that the deficit financing of each year 
of the Third Plan has been considerably lower 
than the annual Second Plan average of Rs. 
191 crores per year. That has been the 
quantum of deficit financing for the Second 
Plan and now we hope that it will be much 
smaller now, in the Third Plan. 

Sir, I think I have eovered most of the 
points raised. Though the purview of the 
discussion is very wide, the House will 
forgive me if I do not cover all the economic 
matters which were covered. Before I 
conclude, I would like to mention that 
Government itself has been taking various 
measures for the control of prices and 



 

[Shrimati  Tarkeshwari  Sinha.] 
in this matter Government has got its official 
experts.   As the House knows, we  have   a  
high  level    official   committee on prices 
set up in December, 1962,   in  the   wake   of   
the   national emergency    declaration.    
That    committee consists of the 
representatives of   various   Ministries,   the   
Planning Commission and the Reserve Bank. 
It meets frequently to review trends in prices   
of   agricultural   and   industrial 
commodities.    All major questions of price 
policy are referred to this committee for 
examination.    Before Government took a 
decision to announce the  procurement   price  
for   rice  and to  increase    the  minimum    
price  of wheat,    Government    consulted    
this committee and    obtained  its support. 
Among the  matters which this committee  is  
at  present    examining  are two very 
important ones, namely, the nature  of  
distribution  control,  which was mentioned  
in the  course  of the debate,   and  measures   
for   increasing the  effectiveness  of  fair 
price  shops, and  the    question  of    
prevention  of speculative   hoarding.    Of  
the  points which Mr. Arora   raised,   and   
many other Members also raised, these three 
matters are engaging the attention of the 
committee   but  apart   from  that, 
Government also  acts in consultation with  
other   experts  and   public men outside.    It 
is certainly desirable, Sir, that   Members   of  
Parliament   should also  be  associated  with  
this  process. In such a procedure, it would 
be open to Government to consider the 
recommendations of informed and responsi-
ble groups of people and to come to 
Parliament    with    its    final    views. 
Parliament as a whole can then retain its full 
discretion to  take  a view  of the policies of 
the Government.    It is from this point of 
view, Sir, that we oppose the  appointment  
of a  Parliamentary Commission to deal with 
the question of stabilisation of prices.    A 
Parliamentary   Commission   more   or less  
becomes  a  mandatory body and the 
recommendations of such a body could  not 
be  easily rejected.    It has got a serious 
implication.    Therefore, I  would  submit  to  
the hon.  Member not to press this point 
about having 
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a Parliamentary Commission.    Such a 
Commission if appointed would become more 
or less the final authority. Rather than   that  
Commission  be   made   the final authority it is 
better for Parliament itseif as a whole, both 
Houses of Parliament, to have the opportunity 
of expressing    their views    on these vital 
matters which are always very very flexible 
and which are always to be judged in that 
particular environment,   in   that   particular   
atmosphere and  at that particular time.    
Therefore let Parliament have full discretion  of  
expressing  its  views  on  this matter which is 
engaging the mind of all of us continuously and 
the phenomena of which vary from time to 
time. Let not a Parliamentary Commission go 
into this question and say a final word about 
this problem which itself is a flexible problem.   
Nobody can say a  final  word   about  this  
problem.    I cannot really accept as a student of 
economics, not as a Minister, that anybody can 
say a final word about this problem   of prices.    
The   problem  of prices has to be looked at in a 
continuous  perspective,   in  the  continuous 
context of economic development and therefore 
it is not really necessary for a  Committee   of 
Members  of Parliament to be appointed to go 
into this question.    All the same through their 
Consultative   Committee   or   through any   
other   source,   the   Government will   always   
respect   the   advice   and suggestions coming 
from Members of Parliament.   With this I 
conclude but before  concluding  I would   
certainly say that  all    the  suggestions    which 
have been made on the floor of the House, all 
the constructive suggestions and advice which 
have been received by the Government would 
be sincerely considered   by    the    
Government    in arriving at any decision on the 
matter of prices. Thank you. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): The      House      stands 
adjourned till  11.00 a.m   on Monday. 

The House adjourned at thirty-two 
minutes past five of the clock till 
eleven of the clock on Monday, the 
16th^ September 1963. 
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