NOT FOR PUBLICATION
INSTITUTE OF CURRENT WORLD AFFAIRS

RM 27 Almora, India

August 9, 1948
Mr, Walter S8, Rogers
Institute of Current World Affairs
522 Fifth Avenue
New York 18, N.Y.

Dear Mr, Rogers:

Early last December I spent several days in the dry, upland farm
country on both sides of the Bombay-Hyderabad border. It was harvest
time, and I jotted down the following simple impressions of life and
work in a zone where rain shortage and food acarcity prevail about once
in three years:

"Here are some down-to-earth facts of 1life, Stacks of jowar and
other millets (sorghums) 11ie outside each village, or near a cart track,
The ears have been cut off and lie covered by the coarse stalks, walting
to be threshed, To guard against theft a woman, sari-draped, crouches
beslde her stack through the day; at night a man brings out a rope-laced
bed to sleep on while he guards his grain,

"For threshing, the cut ears are spread on the hard mud ground
around a stake, Teams of buffaloes are driven over and over them to
drive the kernels from the ear, Then winnowing 1s done on a breezy day,
A man stands on a platform shaking basket after basket full gradually
into the alr, the chaff blowing away, the grain falling free and straight
to the ground. His wife below hands up the baskets, and brushes off heavy
bits from the precious grain. They will winnow the near-fallen chaff
twice more to salvage all possible kernels,

"In a fleld in Hyderabad, a stooped, thin man, walking round and
round a stake trampling out the kermels himself, He had neither buffa-
loes nor sufficlent grain to require buffaloes: he used his own feet to
separate his food from ite stalk."

Such scenes reminded me of Helen Powell's letter to you describing
the wheat harvest near Chengchow., They reminded the Cormell professor
of rural soclology who was with me of scenes he had studied in Greece and
in the Middle East 'on his way to India, "From Greece eastwards", he ex-
claimed as-we motored across dry fialga, "water, water -to grow food, 1is
the main worry of most of the people."

This letter 1s about food., I am trying to explore here some recent
administrative and economic aspects of India's food problem., I have lit-
tle to say as-yet about problems involved in increasing food production,
or about future prospects of improvement in the nutritional balance of
India's diets, Nor, amidst the detalle and statistics which follow, is
human hardship and suffering dramatized. That is why I have introduced
the letter with the small plcture above, I do not want to forget the
farmer guarding his grain by night, or the small cultivated fields where
most of India's food 1s grown, or the vast reglon of the earth where such
families year after year face the primary threat, hunger,

The letter is unduly long, and parts of it overly crammed with de-
talls, That 1s because as a student I am trying to acquire a live cone



-2-

sclousness of those details (and numbers) which seem important, so
that in future I may be able to measure and judge them more readily
than I do now, For a summary of some primary facts, of important de-
velopments in the past year, and of the present position, the reader
will find the next two sections and the final section of the letter
most useful, Other pectlons relate rather to policy and practice,

Shortage

Indla entered World War II with a chronic shortage in foodgrains,
the basic element in her dlet, In the five years ending 1939-1940,
India producedan annual average of 56,841,000 tons of cereals, To
feed her growing population during those five years, India's traders
imported & net annual average of 1,386,000 tons, largely rice from
Burma and Southeast Asia,

Annual averages concesl the fluctuations which become all-important
when no carryover reserves or lmports are avallable to fill a sudden
gap. It was a short Bengal rice crop, coupled with cessation of rice
imports, that provided the physical basis out of which developed the
disastrous Bengal famine of 1943, with simultaneous local starvation in
parts of Travancore, Cochin, and Orissa. With irony, the following
year'a production total swung almost to record heights: 62,925,000 tons,
achleved largely through temporary diversion of land from jute and cot-
ton to rlce and millets, accompanied by unusually favorable weather,

But no permanent trend of increase in cereal production was involved,
nor were existing cultivated flelde better protected from weather's
changes, Monsoon fallures in 1945-46 thus cut crops by more than
4,000,000 tons, as compared to the pre-war average, In 1947, rust cut
the hard grain orop by some 2,000,000 tons, Over such fluctuations
neither peasant, consumer, or authority has control. Until an absolute
and marked increase in total production is achieved in India, such crop
failures will reduce the Indian diet from its usual low and unnutritious
level to o semi-starvation scale,

Only imports to fill such gaps will prevent starvatlion, as is shown
by the increased tonnage of foodgrains which undivided Indie had to ime
port in recent years:

1944 760,000 tons
1945 910,000 "
1946 2,100,000

1947 2,300,000 "

Meanwhile, India's population has not stood still, Only a guess-
estimate of the increase 1s available, but that from an authoritative
source, the Census Commissioner for Indla., Recently he announced his
opinion that India's population has not increased by more than 5% since
the 1941 census, (This tentative 5% rise in 7 years should be contrast-
ed with the 15.1% rise in the 1931-41 decade), Even a 5% increase, how-
ever, means that 19,400,000 more people in India and Pakistan need food
than were being supplied by pre-war production and imports,

With rough figures of this type in consideration, and after review-
ing the possibilities of early 1ncreased production, Phillips Talbot sum-
marized the outlook in June, 1947, as follows: "There is, therefore, al-
most no expectation that India will be able to feed herself at least
until well into the 1950's."
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Events of 1947

The immediate future was foreboding when Phil Talbot wrote; in
his own wor#s, Indla was expected "to show slgns of starvation dis—
tress" in the late months of 1947, In August the Dominion of India
(with which I am chiefly concerned in this letter) lost to Pakistan
the canal-watered filelds of West Punjab, chief surplus granary of the
undivided country. In the upheaval which followed, millions of agri-
culturallists were torn by force and fear from their homes on elther
side of the new intermational boundary. Abandoning their growing crops,
half-salvaging their plows, sickles, draft-cattle, grain stocks and
seeds, they made their way to the other dominlion, The effects of this
historic movement will carry far into the future,. The immedlate physi-
cal effects were fortunately confined for the most part to northwest
India and Pakistan. But they increased the threat to the already pre-
carious food bglance in parts of both new dominions,

From late August until mid-October, Government of India food offi-
clals were extremely anxious. They foresaw no major famine, but utter-
ed grave public warnings that for a few pre-harvest weeks, centering on
November, food stocks would shrink to dangerous lows and rationing might
temporarily break down in some deficit areas, Isolated areas did report
shortage; from Cutch, for example, poor people were forced to migrate to-
ward Bombay because of the scarcity and extreme cost of rice near their
homes, Wider rationing breakdowns and overt signs of starvation were,,
however, Jjust avoided, B8aving the situation, a heavy inflow of food
grains came from other countries, including the United States, and a
vigorous internal procurement effort brought in greater tonnage than
had been hoped for, especilally in the rice deficit provinces of Madras
and West Bengal, zProcuremént vigor reached perhaps its peak in Madras,
evidenced by the strong threat of Premier Reddiar, early in September,
to use "all available police force" to seize paddy stocks in the Andhra
reglon if producers did not yleld a satisfactory portion of thelr sur-
plus reserves). As in the previous year, rationing continuity was also
protected by cutting basic daily rations to 8 and 6 ounces in deficit
reglons, and to 10 ounces in some other rationed areas,

By late October it became clear that the year would'close without
serious crisis, For the second successive year Indie had weathered a
ma jor crop deficit, with the aid of foodgrain imports nearly 1,000,000
tons higher than the pre-war average, largely by me&ns of an extemsive
control system which spread the shortage, rather than allowing 1t to
cripple low-income groups and low-producing areas,

Aware of the accomplishments of this control system, faced with an
apparent deficit for some years, a deficit complicated by the uncertain
effects of partition and ugheaval the Government of India nevertheless
decilded late last year to progreseively de-control® the distribution of
foodgrains, to let the normal trade flow regain its distributive funct-
ion, and to disband gradually the extensive administrative force which
had been built up to procure, ration, price and move food, This declsion
was made in facf. of the grave doubts of many food officials, including
food ministers and experts of most provinces and states, Press and pub-
lic were divided in their opinions of the move, The Government of ‘India
itself, in announcing this firet major economle policy decision of inde-
pendent India, admitted that de-control entailed "a certain amount of
risk" But there were reasons -.administrative, financlal, soclal and
moral - for their decision, To investligate these reasons, and to pro=-
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vide a background agalnst which events following de-control can be
placed, I go back, first for a brief glance at government attitudes
and experience Iin pre-war Indla, and then to an examination of the
nature and range of wartime food controls in Indla.

Functions and capacities of government

Prior to the Bengal catastrophe of 1943, India had not suffered
e major famine for nearly forty years., In the 1870's and 1890's, se-
vere food crises had compelled direct government interventlon and aid,
resulting in close government examinatlion of food problems, elaboration
of famine codes, and preparation for guick rail movement of foodstuffs
to stricken areas., The third Indian Famine Commission sat in 1902, 1In
1907-8, famine was declared in the United Provincés to enable govern-
ment to provide public employment under the famine code for agricultu-
ral laborers thrown out of work by rain and crop fallure. Since then,
governments in India had had little or no occasion to interfere with
the distributive proceses or to enter the marketplace, except for theilr
regular purchasges on behalf of defence and civil services,

Nor had Indian governments tackled the agricultural depression of
the 1930's with such vigorous and purposive - if new and therefore ex-
perimental - economic measures as those instituted on a large scale in
vestern countries like the United States, Partial remissions of land
revenue, scattered programs of debt relief, legislation to lmprove the
status of tenants, small~scale exverimentation to improve breeds, strains,
and agricultural methods - with such long familliar but inadequate means
Indian governments attempted to easé the peasant's burden, Even when
facing war, the traditlon and temperament of Indian governments were not
oriented to an active and conscious economic policy, This may be dis-
cerned from the tone of an order of September 8, 1939, 1in which the
Government of India, under 1its wartime emergency powers, delegated to
provinclal governments the power to control prices of certaln commodi-
ties, "more from the point of view of law and order, than because of
the economlc soundnese of price control”, (Quoted on p. 2 of the
Report of the Commodities Prices Board on the Prices of Rebl gralns
and pulses for 1947-48, New Delhi, March, 1947.)

The Government of India (Central) was in fact not constitutionally
responsible for active participatlion in the field of agricultural econe
omy. AS ?art of the process toward decentralization and provincial
'autonomy' initiated with the 1919 constitutional reforms, provincial
governments had been '‘assigned responsibllity for matters relating to
food and agriculture, and to intra-provincial trade and commerce, In
time it might have been expected that the federal process, vaguely
struggling since 1919 to realize itself in actual governmental and polw
itical operation, would achieve either coordination or working compro-
mise among the varled interests of India's complex regions: agricultu-
ral and industrial, rural and urban, deficit and surplus in foodsttiffe,
Cn the eve of war, no such stage had been reached, Within provinces,
responsible government had only been worked for a few years, At the
Centre, government had not been responsible, Adjustment and reconcil-
lation among conflicting interests put forth by élected representatives
of a vast and varied land was sti1ll only a problem of the future, Pro-
vinclial and central relations had yet to be hammered out in practice.
The central goverument and the provinces, in short, were not equipped
by law or convention, in administrative machinery, practice and exper=-
lence, or with organized statistical facts, to grapple with food and
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baslec economic problems on an all-India scale,

A Turther complication: wartime government in Indla was not self-
government, except in limited areas and spheres, In practice, govern-
ment lacked sensitivity to the people's needs and fears, Politleally,
it was uneasy: thus even after the Centre assumed overriding emergency
povers, on the declaration of war, it proved hesitant in action to re-
verse the theoretical progress of constitutional evolution, to take over
respongibllity from the provinces, some of which were still operating
under elected minlstries and therefore representative of elements of the
Indian people. The Punjab, traditional recrulting-ground for the Indian
Army, provides an example of this uncertain relationship, In the Punjab
an elected ministry functioned throughout the war, its support chiefly
the landlord and rural element. To impose price controls or requisition-
ing of grain on this key food-producing province, bypassing the popular
ministry, would have been highly impolitic for the Centre, not least be-
cause landlord support was of great assistance to wartime recruiting.
Weakness in relation to this surplus province limited the central gov-
ernment's efforts at price regulation and at building up food reserves,
Without specifically mentioning any province by name, a memorandum of
the Food Department of the Government of India stated as late as 1944,

"the Central Government's positlon is still far from satisfactory.
Provincial exclusiveness and resistance to Central interference or con-
trol is still strong,' Publishing this memorandum in 1945, the Famine
Enquiry Commlission stated 1ts opinion that relatlions between provinces
and Centre were on the whole satisfactory....at present", and that the
Commission did not take "an unduly serious view" of earlier differences,**
Yet there 1s no doubt that they contributed to- government's problems,

In the early war years, the evolutlion of government opinlon and tech-
niques in the economic sphere was slow, Indian economigts were able to
demonstrate by early 1943 that the growing commodity shortage and mount-
ing inflationary pressure might lead to calamity. But paper demonstra-
tions are often unexciting. It took the major Bengal price crisis, foll-
owed by the dlsaster, to shock governnment and people into full awareness
of the seriousness of India's economic problems, and to force a radical
change in government outlook and methods, It will be of 1little profit
to review here the critlcism directed in hindsight agalnst central and
provincial governments, the grain trade, and others who falled to achleve
adequate distribution of India's short supply of foodgrains and therefore
falled to prevent famine 1n Bengal. Against What the Famine Enquiry Com-
mission calls a "background of unpreparedness", hinted at in these para-
graphs, 1t 1s not surprising that a famine was required to make men act,
I have mentloned this background because it is still recent, Economic
problems that face India today have thelr origins 1n the years, not long
since, when governments were still more concerned with "law and order"
than with the economic environment created by their action and inactiom;
more specifically, in the inflatlonary pressure which grew unchecked in
the early war years and which is still working 1tself out, It is against
thls near vacuum of unpreparedness that the achlievements and weaknesses
of later policy and adminlstrative decislons, 1including the latest, are
to be viewed,

The nature and working of food controls
My purpose here 1s to describe some essentials of food pollcy as it

emerged from the lesson of Bengal and developed in post-war years up to

#%*Report of the Famine Enquiry Commission, G,of I,, 1945. p 65,
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From 1943, it became clear that government-held food stocks must
be the foundation of attemptg to prevent famine, conduct rationing, and
check price rises, How were these stocks to be established? Imports
were one potentlal source, and on page twvo I have shown how they grew,
Another potential source was India’' s own production, part of which gov-
ernnents could acquire. This internal procurement developed to greater
volumes than imports, a development which needs some attentlon, for on
it the food controls gystem grew to its fullest form.

The Central Government made its first subatantial purchases of food
from surplus areag in early 1943, under the Basic Food Plan which had
evolved from conferences among central and provincial governmente., These
purchases and their distribution were insufficient to fill the gap of
deficit areas, Bengal dramatising their weakness. In mid-1943, therefore,
the first Foodgrains Policy Committee appointed by Govermmeunt strongly
emphasized the need of greater reserve stocks: 500,000 tons as a minimunm,
the Committee recommended. They viewed lmports as the primary source,.
coupled with cessation of all foodgrain exports from India (300,000 tons
had gone out as receutly as 1942-43 to Ceylon and the Persian Gulf area.)
They pointed out also the need of increased intermal procurement, Meth-
ods and responsibility of procurement 1tself would have to be left to
provincial and stazte povernments, due to the geograpvhical and administ-
rative scope of the task, as well as the constitutional requlrements,

But the Centre, overhauling periodically the Baslc Plan to assess accu-
rately the net annual deficit or surplus of ‘different areas, would allo-
cate to deficit areas the stocks procured in surplus areas,. Increased
control over inter-provincial movements was recommended by the Committee
as ald to efficient distribution., The building up of reserves would be
managed with all-India needs in view,

In November, 1943, the Government of India accepted these recommenda-
tions as basis for future policy. In thelr statement to the Central Legis-
lature, however, Government called attention to the inhaerent difficulties
of internal procurement of foodstuffs: mililons of sma.. cultivators pro-
duce India's grain; most of it 1s directly consumed in the village area
where it is grown; as cultivators' incomes rise, they tend to retain
more grain for their own consumption (high income elasticity of food); in
most areas onLy a fraction of the crop reaches a flour mill and enters
into trade beyond the village erea, For the last recason, an Intenslve
Procurement effort would require direct requisition from individuals,

a couﬁse", the Government added,."which is fraught with serious political
risks, #%

Nevertheless, the course had to be taken, at least 1n some important
provinces, By fdescribinz some of the procurement systems develoved 1n
different orovinces, starting with relatively loose systems and endlng
with strict and complusory ones, I will try to show the nature of the task

Visit with me the Civil Supplies Cfficer who has been 1In charge of
the procurement effort in the United Provinces. He is a big, hearty

##Government statement reproduced in K. Santhanam's "The Cry of Distress",
Hindustan Times, Kew Delhi, December, 1943,
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veteran of the Indian Civil Service, His size helps him to dominate

the Dbig wall map of his province,. which he uses to explain his work.
"Here are our surplus rice districts,” He cups his hands around them.
"To get rice, we blocked private transport of rice out of these pockets,
“ith rice thus concentrated in the local markets, the price stayed down,
Then we skimmed off the excess, Most rice not locally consumed normally
enters trade through the mills in this area. We bought directly from
the mills, taking nearly 95% of their output,' He smiles: "The system
was not hHard to work - though after a few years trade began to dlscover
new channels, which forced us to block a few holes.” One feels he hasé
a flalr for the game, foreseeing shifts in rice movements induced by
trade motives, and moving to counter them, But he goes on to point out
one larger flavw in the system: "We were procuring mainly to assure rat-
ioning in eities. Cur controls blocked the normal rice flow to the
province’s crowded eastern districts, deficit in food, This created
hardship which only rural rationing for the eastern districts could

have relieved, ie did not institute such rural rationing, which in my
opinion was a mistake, Halfway measures here created artificial scarc-
ity in parts of the province. I belleve compulsory procurement and com-
Plete rationing are both needed if controls are fully to gucceed,"

This rice procurement system approximates government monopoly pur-
chase of rice entering the normal trade flow, By contrast, the proccure-
ment of wheat, started in 1946 as the Congress ministry took office, was
carried out by district officers in direct purchases from individual
producers, Each producer wag required to sell to government an amount
calculated either on the basis of his output or of his rent, "To make
this more attractive to producers, we offered a 'sweetening': two yards
of cloth (in short supply in the controlled market) for every maund (82
Lbs,) of wheat supplied. We took in over 300,000 tone in 1946, and
close to 400,000 tons in 1947."

"One difficulty in this direct procurement was the inaccuracy of
our yleld estimates,. Visual estimates of standing crops by local offli-
cers, 1In presence of the cultivator, have for generatlons been accepted
as adequate, But they can hardly be exact, Now we have started a ser-
lesr of regular crop-cutting tests at hHarvest, Even when these samples
are sufficient to be statlstically sound, however, it may take ten years
to convince the farmer (and the subordinate administrative staff) that
sampling can be a falir method."

He concludes that as administrator his difficulties in procarement
have not been excessive, and that the systems developed would have been
workable in the next few years.

It 1s estimated that offtake by government in the United Provinces
averaged about 6% of rice production,,14% of wheat, Cf grain normally
entering the trade flow, government offtake 1is a higher percentage, But
the program’'s intensity here never pressed as strictly on the individmal
farmer as in some other provinces,

Take Bombay, noted for the efficlency and promptness of its food
administration., In rice tracts, its technique, one of the first deve-
loped in India, was similar to that of the United Provinces. Government
purchased direct from the numerous mills of the rice area,. in later
years taking all thelr outturn of polished rice.. To influence prices
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and prevent hoarding, government also made some direct purchases: of
paddy from cultivators, and maintained careful inspection of local
private stocks, In the hard grain tracts, government touched every
producer growing over 273 maunds (just over a ton, assumed to be ave-
rage yearly requirement of a family), Above this exemption,. a levy
wae made on each individual farmer's production; like an income-~tax
gcale, this compulsory levy increased progressively as production ine
creased, No movement of grains beyond the village area or sale to
any buyer other than government weére allowed in these tracts, Govern-
ment purchased at fixed prices, partly through its own offlclals,
partly through cooperative socleties orqprivate traders on commlssion.
This program brought in an estitdted 12% of the millet crop and 22%
of the rice crop in a slightly sub-normal crop year, 1945-46,

Madras used similar methods., In deficit distriéts,. even more
intensive efforts were made, each cultivator's minimum exemption being
more closely calculated in relation to his family's size and costs,
Government purchased the excess above this limitsthrough the agency
of local wholesalers,. About 35% of the poor rice crop of 1945-46
was taken by government; in 1946~47 the percentage obtained from a
normal crop was slightly lower, In both years, bonuses of Rs,l and
later Rs.2 per maund were found necessary to encourage cultivators to
yleld their surpluses, In 1947, political leaders capitalized on low
agricultural prices (relative to costs) to persuade surplus producers
to hold back their stocks from government; strong threats ultimately
were necessary to bring in stocks, as mentioned earlier,

In comparison, Bengal's procurement was disappointing, as is
stressed by Dr, Schultz in his memorandum of 1946, Handicapped by
not having fileld-to-field records of acreage and crops, as did the
provinces mentioned above, Beugal governments purithased through pri-
vate agents in the surplus districts, from which private export was
mede illegal. Of a very good crop in 1944-45, only 6% reached gov-
ernment; of a slightly low crop the next year, improvement was only
to about 7% (668,000 tons; or perhaps ls%yof the rice normally enter-
ing trade outside the village area where it is produced); in 1947,
the offtake was no higher. This important province, like the Punjab,
adopted neither compulsory levy from the individual producer nor mon-
opoly of purchase in the wholesale markets, (The Punjab's increased
purchase program started with the spring crop, 1947, fell apart with
the mid-year upheaval, Pakistan's Food Minister announced early this
year that not more than 5,000 tons of wheat had been procured by the
West PFunjab government in the six months since July, 1947,)

In summary, it must be said that results were uneven, on an all=-
Indla view, The intensity and range of the internal procurement eff-
ort steadlily increased, however, even during years of severe shortage..
Calling to mind the high import figures given above, highest internal
of ftake by government was accomplished in the short-crop: post-war
years,; as shown by these internal procurement figures for undivided India:

1944 {a bumper crop year) 4,930,000 tons
1945 - 4,550,000 "
2946 : 5,050,000 "
1947 approximately 5,500,000 "

Thus in the last year nearly 10% of the Indian crop was acquired by
government, This is a small figure only if one forgets the nature of
Indian productive units, That it was achieved during years of shortage,
and depended heavily on results of deficit areas, demonstrates that
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government - consisting in the last two years of representative minist-
ries who worked with the help of veteran officlals -~ maintained the ad-
ministrative strength and the confidence of ths public sufficient to

enable 1t to tap millione of individual food sources and build up stocks
for rationing therefrom,

Food rationing had started after early government acquisition of
stocks, The Bombay government put the city of Bombay under rationing
in May, 1943, Many smaller cities followed, though Calcutta was unable
to undertake rationing until February, 1944, after a record crop had
eased purchesing pressure and provided new government stocks, In Janu-
ary, 1945, the Fifth All-India Food Conference of provineial and central
officials accepted the need of rationing for all e¢ities over 100,000 in
population, at the daily rate of 1 pound per adult. Useficit provinces
subsequently carrled full ratloning into smaller towns, while thelir
procurement measures and supplementary rationing schemes effected a
degree of controlled distribution in the countryside.

The Famine Enquiry Commission Report of 1945 points to the United
Provinces' early rationing experiences. At the outset, the United Pro-~
vinces avoideéed full rationing, and limited operations to the subsldized
'provisioning' of basic rations to essential war and government workers
and to low income groups., Recipients of thie basic ration, as well as
all people unrationed, were permitted also to buy food in the open mar-
ket, A heavy price rise while this scheme was in cperation caused the
government serious difficulties in procuring stocks sufflicisent to main-
tain 1its provisioning commitmonts, In the Famine Enquiry Commission's
opinion, an important sectlon of the urban publle had been purchasing
grain in competition with government, This double pressure drove up
prices, Apparently the rice trade was thereby encouragsd to evade
government controls, which lessened the stocks purchasable by govern=-
ment, Subsequently, the United Provinces government gave up 'provision-
ing' and adopted full rationing in all important towns. Though food
price tendencles in the province continued %o be unduly high, govermment
found it easier to procure and maintain suffleclent stocks after full urban
rationing was introduced,

The United Provinces experiment with 'provisioning' closely resem-
bles the 'partial rationing' schemes being adopted in many provinces in
the spring and summer of 1948, These will be described later; the Uni-
ted Provinces example suggests a difficulty they may encounter,

Rationing commitments of all governments grew rapidly., (The Pun-
jab excepted., Surrounded by surplus, the Punjab government found it
difficult to persuade its supporteBs that rationing and heavy government
procurement were necessary. Competitive buying for and 1n citles conti-
nued, with consequent upward pressure on prices.) All-India figures of
the number of people under various rationing schemes inceeassd roughly
as follows: March, 1943: 2,000,000; March, 1944: 26,000,000; March,
1945: 52,000,000; Mareh, 19%6: 100,000,000} November, 1946: 150,000,000,
In August, 1947, some 60,000,000 people were under direct food rationing,
about 100,000,000 more under controlled distribution.

It had not been possible to maintain the 1 pound ration, however;
in 1946 the basic daily adult unit was cut to 12 ounces, In September,
1947, Thdla's Food Minister announced that the averase unit in direct
rationing areas throughout the country had fallen to 10 ounces, Defi-
cit pockets fell to 8 or 6 ounces for some weeks,
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With procurement, stocking, rationing, and transport controls,
price control could be attempted, Already one try had been made, in
1941, Until that year, food grain price rises were considered a
healthy swing up from the abnormally low prices farmers had recelved,
in comparison with costs of manufactured items which they had to pur-
chase, during the depression pre-war years, By September, 1941, food
grain prices were almost double those of 1939, Inflationary pressure
was begimming to mount, as result of two forces: large purchases by
the Government of India on behalf of Britain and the Allles, which cut
down goods and services avallable to the Indian public; and large ex-
pansion of money in circulation, mostly currency notes in effect print-
ed to meet growing Government of India deficits caused by war expendi-
ture.,#* In December, 1941, the Government of India fixed maximum whole-
sale prices of wheat for various markets, Lacking reserve stocks to
introduce into the market when prilces moved toward and above these max-
ima, however, provincial governments found it difficult to enforce them,
The Punjab, chief wheat producer, sought to ease price pressure by pro-
hibiting export of wheat from the province except under permit; thils re-
striction aggravated severely the already serious shortsges in downcountry
urban markets; a Wheat Commissioner for Indla was named to regulate move-
ments of wheat from province to province, which helped; but in 1942, even
after a bumper wheat harvest, prices rose to double their 1941 level, En-
forcement proving impossible, one of the first acts of the newly establishe
ed Government of India Food Department, in January, 1943, was to abolish
statutory maximmpm whaat prices,

Thils initial price control attempt may be sald to have falled for
two reasons: such isolated control measures were too weak to meet the
rapidly increasing effective purchasing power of govefnment and people;
and governments lacked their own reserves to use in influencing the market,

Wheat prices rose in early 1943 to an index figure of 344 (all-India;
August, 1939: 100), from which they have fallen in only one month since
the 1953 harvest, BSoon thereafter, rice prices, which had lagged slight-
1y behind wheat, shot up to an all-India index level of 572 (August, 1939:
100), In Bengal, whose prices contributed to the all-India average, the
rise during this crisle was even steeper,

If village artisans and labor, urban industrial and fixed-income
groups were to be saved from such price jumps, and some stability intro-
duced into the economy, a broader attempt at government price control
was essential, As one of the recommendations of the 1943 Foodgrains Po-"
licy Committee, the principle of statutory price control for all major
foodgrains was accepted by the Government of India, To achieve coordi-
nation of prices throughout the country, a Prices Advisory Commlttee was
established at the Centre in January, 1944, composed of government offi-
cilals and economic advisers, representatives of commerce, the food trade,
and the producers of Bengal and Punjab, ©On wheat, barley, and gram, the
Committee wae able to recommend a statutory maximum for the Pumjab, wheat
at 3,62 times the pre-war average (rupees 9/8 per maund wholesale as
against Rs,2/10 in 1939-40) together with suitable differentials for other
areas producing those crops, D%This involved an increase of Re,1/- per
maund of wheat from the Punjab to the Central Provinces)., The Central
Government asked the provinces to impose these maxima, The provinces
complied, and the wheat, barley, and gram maxima were reviewed annually
and maintained from the spring crop, 1944, to December, 1947,

#* See Appendix I.
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On pulses (whieh fall outside consideration of most of this let-
ter), the Prices Advisory Committee repeatedly recommended, and the
Central Government repeatedly supported, maximum figures for the pro-
vincees to enforce., In this case the Centre's request was accepted by
some provinces, disregarded by others who set no maximum for pulses,
This lack of uniformity, permitted by the constitutional rights of
provinces, was deprecated by a Government of India Food Department offi-
clal as late as Cctober, 1947,

Jowar and bajra were also controlled on an all-India basis., But
on the major crop, rice, India was so far from being 'one market' that
no all-India coordination toward a statutory maximum proved possible.
Each provincial government was left to set its own maximum, in which
some variation proved necessarydepending on the yearly position. The
officlal all-India rice 1ndex settled back to about 325 in 1944, and
to 305 in 19450

What does the all-India index mean? Does not black-marketing make
the official index valueless? How real, in short, was price control?

It seems impossible to answer these questions with statistics, In
general 1t seems true that price controd was most effective in those
provinces where government exercised the levy and almost full monopoly
of purchase, for there the government purchasing price was the most im-
portant in the market. In those areas, the quantity of grain left for
private traders was very low; black marketing and sale above the statu-
tory maxima involved chiefly smuggled stocks or stocks withheld by cult-
lvators or procurement agents in evasion of government procurement. In
other areas government was not the only authorized purchaser, and its
buying in competition with private traders served to drive market prices
up so that the statutory maxima were not enforced., The United Provinces
wheat market in 1946-47 seems an example, In its report of March, 1947,
the Commodities Prices Board rather caustically pointed out that wheat
prices in a major United Provinces market had prevalled throughout the
preceding year at a figure almost double the statutory maximum., The
Board mentioned complaints from other provinces, and emphasized how
difficult it became for other provinces to enforce price and transport
control when a neighboring province failed in effective control,

On the whole, combined government controls, among which market
operations, rationing, and transport regulation were more influential
than the mere setting of statutory maxima, tended to stabilize food
prices and hold them down, Most important, even in areas where black
marketing was rampant, millions of people drew regular rations at fixed
rates from the government-licensed ration shops,

Why De-control ?

What stresses and faults developed in this vast government effort,
unprecedented in India? And what other forces finally determined the
new government's decision to abandon the control policy?

The Government of India's own announcement of de-control, together
with the statements of the Food Minister, Dr, Rajendra Prasad, in the
Legislative Agsembly and to the press, shated briefly the administrative
and financial®difficulty of maintaining controls: internal procurement
was becoming more difficult, causing great administrative strain; wilth
consequent falling stocks, ration scales had necessarily been cut, caus=~
ing public distress and uneasimess; releases from international food bo-
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dies and other countries, although increased, had not been sufficient
to make up the Indlan deficit and the growing ratloning commitments;

the danger of rationing breakdown had constantly 1ncreasedi the 1imports,
at rising world grain prices, made costly inroads on India’ s narrow
foreign exhange reserves and balance, and large government subsidiles
were required to bring prices of imported grains down to a level pay-
able by consumers; public Arritation at controls was being voiced - by
consumer, producer, trader,

Elaboration of these difficulties may make them more meaningful.

The increasing intensity of administrative effort required for gov-
ernment procurement is clear from the fact that government offtake grew
even in short crop years. The Centre's implementation of policy was also
continually handicapped by the inability or unwillingness of some pro-
vinces to pull full weight in the all-India effort. The advent of pupu-
lar government had also increased the strain, in a sense, Large produ-
cers with political influence pressed miniaters to ease official strict-
ness; small producers wondered that their 'own' Congress government
should continue to make compulsory levies at prices they considered too
low, in view of the shortage and dearness of manufactured necessities of
1ife, Opposition political parties did not fall to exploit these agri-
culturalist grievances,

As shortages became more severe, in 1946 and 1947, government had
to extend rationing to protect more and more people. Now, if sufficient
procurement was not assured, maintenance of rationing became tenuous,
Tiny breaskdowns had already occurred., Evident in several of Dr, Prasad's
statements was a real fear of more general breakdown as the administrative
strain grew: once he was even reported as stating that breakdown was
eventually 'inevitable', The infant government was experiencing untold
strain from partition and upheaval in the north, My impression is that
the de~control decision was made in an environment of consclous and um-
consclous government anxiety over the question: Might not a major admin-
istrative failure bresk the camel's back? It took courage to risk de-
control; to continue control would have required not only courage but
also assured and tried administrative and political ;trength and self-
confidence, pualitées which come from experience, experience which the
new representative ministries did not yet have,

As to imports, India's post-war erop fallures unfortunately coin-
cided with world-wide grain shortages, The great Southeast Asia and
Far East region was for the first time in history deficit in rice -
importing as a region more than 1t exported, Europe was demanding Amer-
ican wheat., Wartime price controls had been dropped in important pro-
ducing countries; and prices-of both rice and wheat in the world export
market were up sharply. The increasing cost to India of foodgrain im-
ports is shown as follows:

financlial year 1944~45 Rs, 140,000,000 (about § 42,400,000)
1945-46 Rs, 240 000,000
1946-47 Rs, 890 000,000 (about #270,000,000)
1947-48 Ra.l,loo,ooo,ooo (anticipated)

Largely due to these increasing food costs, India's normally favorable
balance of trade disappeared and gave way to a substantlal deficit in
current balance of payments with foreign countries, Particularly unvel=
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come, her normal surglus An trade with the United States was changed
to a deficit from 1946, which increased throughout 1947 as food im-
ports from that country grew, This trend seemed to threaten India's
intention 1n coming years to import needed capital goods from the
dollar area. A widespread opinion grew, and was supported bi recon-
mendations of the Foodgrains Policy Committee in Cctober, 1947, that
India must strive to free herself from dependence on food imnorts as
early as possible, Current rationing commitmente could not be main-
tained on decreasing ilmports; therefore rationing must be cut down,
This was the line of thought accepted in Government's decision,

Controls were regarded widely as the product of wartime emergency,
and were most useful to the section of the public least vocal and pol-
itically weakest, the poorest classes-to whom rationing in some cases
brought more food than they had managed to get in pre-var days, In
other circles, naturally in the politically influential trade cilrcle,
controls were unpopular, Cutting of rations had caused insecurity and
lack of confidence in some large urban centers, Such uncertainty 1it-
gelf handicapped controls, by stimulating criticism and evasion.

Ag: 1mportant, probably' as all these shortcomings specifically
suggested by the government's statement, a vast and serious corruption
in public and officilal 1ife had grown with controls, No doubt greater
and more sudden 1llegal riches were made by bribery and black marketing
center! other commodity controls, especially cloth, and on import and
other licensing. But food controls spread the corrosive plague widely
among hundreds of petty officials; corruption touched the pockets and
twisted the principles- even of small buyers, producers and traders,
Public dislike of corruption was apparent; but it never emerged in org-
anized or joint public opinion active enough to root out the evil, The
Congress Party 1tself was in no position to tske a strong lead against
corruption, for not a few of its o0ld and new members themselves were
among the worst offenders,

Conscious of the moral and political peril to the new country if
this bribery of government officers and public disregard of government
regulations were not checked, Mahatma Gandhi threw his weisht into the
campalgn for removal of all commodity controls, Gandhi's stand was
based also on his desire for India to galin in self-sufficlency and stop
relying on foreign imports, for each province and area to increase 1ts
self-eufficiency, and for the people to become self-reliant and stop
relying on 'spponfeeding’ by government, He stated there was no real
food shortage: people had only to intensify their production, simplify
their diets and utilize roots and tubers in greater quantity, He put
his faith - perhaps unduly - in the willingness of the merchant commun-
ity to move food promptly and at fair prices if controls were 1lifted.

I have sald that de-control was accepted by government only after
and in the midst of heavy controversy. The need for maintaining con-
trols was perhaps most logically stated by a dissenting minority in
the Foodgrains Policy Committee itself, a minority that 1ncidenta11y
included government experte on food., They argued that "the intensity
of the food shortage" could not be doubted, and was demonstrated by
the threasing need for imports. They felt it would be "extremely
rash" to abandon controls until supplies were assured "sufficisnt to
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honour all commitments on & 12 ounce basis throughout the year, in

all parts of the country....together with a margin for emergencies”,
and saild that two successive years of good crops were necessary to
build up a carryover of such quantity., To aid procurement, they re-
cognlized the need for a small increase in prices paild producers, As
to other defects of controls, and evasions, they proposed not less
control, but rather "education of the public on the foodgrains control
policy, and resmolute enforcement." They pointed out the inconsistency,
while the internal deficit was so intense, of abandoning procurement
and control while at the same time hoping to decrease imports: "It 1is
not possible to eat the cake and have it, If the 1lifting of controls
is to be hastened, imports should dbe inereased,' As for adverse public
opinion, the minority said that in the end govermment would obviously
not gain in popularity if de-control resulted in "run-away prices of
grain and dlsorders and famine", which it considered likely.

These minority warnings were not published, and are still only
partly known, But public and newspaper debate on de-control, which was
vigorous, threw up the same arguments, De-control was attacked strong-
ly by those political parties-which considered it their job to protect
the poorest consumers., The Congress Party and its governmente were
themselves divided, Except for some surplus provinces, most provincial
and state food representatives, including both new popular ministers
and veteran food officials, opposed de-control at the all-India confe-
rences in November at New Delhi, The Government of India, however, -
held to the course suggested by its Foodgrains Policy Committee, Gov-
ernment asserted that controls led to an ever-increasing need for more
controls, that they had grown out of a war emergency, that it was de-
sirable that "the phase of return to normality be quickened", and that
the moment was timely for moving in that direction, In this, Govern-
ment were not without the support of the trading and business community.

In last analysis, Gandhi's weight in the controversy had displaced
logical or economic arguments advanced by others; As a food official
in the United Provinces told me last spring, "After Gandhi publicly
volced his dislike of controls, the people would not have cooperated
with government., We could not have maintained our procurement program
in the face of his opposition,..." Dr. Prasad acknowledged to the Leg-
islative Assembly that Gandhi's voice was decisive; and sald that 1n
30 years of association with Mahatma Gandhi he had learned that Gandhi's

'prescience' was right more often than his own logic and intellectual
argument,

(For a note on central-provineial relations in application to the
de-control decision, please see Appendix II),

Plan of De-control

The program of de-control of foodgrains announced on December 10,
1947, by the Government of India, to be implemented largely by the con-
stituent governmental units (provinces and states) has these important
features (numbers and comments mine):

1, The Governmment of India 'advises' the units to reduce pro-
gressively their rationing commitments, in reverse order to the original
process of extension of rationing, No time 1limit for complete end of
rationing is suggested, but 1t should be "as soon as may be feasible",
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2., As formerly, only the Central Government will import food
grains in 1948, No imports by private traders or unit governments.
The Government intends to reduce its dependence on imports, and hopes
that units' management of their food affairs will aid in making this
intention possible, Of 1948 imports, at least 500,000 tons will be
held by the Centre as an emergency reserve; if possible, 1,000,000 tons,

3. The Basdc Plan for 1948 is drawn with revised 'basic export
quotas’ for surplus units and 'ceiling import quotas' for deficit umits,
Surplus unite are 'asked' to procure and make avallable their basic ex-
port quotas, to improve on them if possible, Deficit units are asked to
Plan on no recelipts from outside over and above those assigned in thelr
celling 1mport quotas; they are requested not to "make larger demands on
the Centre , and to cut down requirements where possible,

Payment for supplies exported from surplus to deficit areas will
continue to be on a no-profit no-loss basis as between units,

Henceforth, unit governments are to assume one-~third of the cost of
subsidles required to lower prices of imported food grains for consumers'
purchase, (Previously, the Centre had born the full subsidy).

Comment: On this key step, the peculiar relations between Centre
and units are revealed. The Centre 'asks', but in relation to deficit
units has an apparent sanction, the ceiling import quota, so fixed as to
supply only part of each unit's current rationing commitment, thus forec-
ing these units to reduce their rationing commitments.,

4, The Government of India leaves all decisions as to internal
procurement to the units, Each unit is free to adopt any procurement
methods deemed necessary and feasible to meet its remaining needs for
rationing and-or export.

To induce all units to procure grains internally, however, the Cen-
tre offers payment of a bonus to unit governments: eight annas per maund
of all food grains procured, plus eight annas more for each maund export-
ed from the wnit., These bonuses are offered on condition that they be
used toward expenses of food administration and to provide cultivators
with low-priced manures, fertilizers and other aids to production, (Com-
ment: One theoretical weakness of such inducements is that they benefit
most of all those units which are surplus already).

5. All-India price control is to cease, Henceforth, each unit 1s
to set its own prices, as it may consider fair and feasible, for govern-
ment procurement and sale of foodgrains within the unit, To discourage
unreasonable price increases by governments, however, the Government of
India accepts no part of any loss which a unit may incur through increased
payments to producers not passed on to consumers in shape of increased
consumers' purchase price,

This, stated the Government's announcement, "brings to an end the
constant argument between the Central Government and the provinces on
the question of pricesi"

6. Present barriers on inter-unit movement of foodgrains without



- 16 =

pernit are to remain, Movement controls within unite may be abandoned
or modified as unit governments find feasible,

Greater transport of de-controlled foodstuffs by private traders
is expected. Government henceforth accords such private food movements, .
under permit, higher rail priorities,

Government will continue to sponsor movement of supplles under the
Basic FPlan from surplus to deficit areas.

With these new steps, the Government of India and the Food Minister,
Dr. Prasad, state certain expectations and cautions in connection with
the new policy and its future, An initial price rise is anticipated.
With higher and freer prices, and greater transport facilities, it 1s
believed that more and regular stocks will come into the open., The Gov-
ernment hopes that hoarding and profiteering will not be serious, and

that after an initial period, prices will settle down to a reasonable
level,

Pr. Prasad stated Government's belief that the new policy will
bring greater emphasis on internmal procurement, Dependence on imports
can thus be reduced, Comment: This intention to place increased de-
pendence on internal procurement raises key questions., Will crops be
sufficient? Further, aside from the bonus inducement and the responsi-
bility imposed on unit governments by restriction of imports to defiecit
areas, the Centre has no direct influence on internal procurement, It
is dependent on unit govermments, Will their assumption of this respon-
21bllity be addquate to the needs? A more fundamental problem: in short-
age conditions, is government procurement in a ngarly-free market con-
slestent with the desire to avoid continuing price rises?

Should large hoarding take place to the serious harm of consumers,
the Government statement closed, the Government of India "will not hesi-
tate to reestablish rigid controls,” To watch developments, Government
will receive weekly reports from the unlts; quarterly all-India confe-
rences of unit and central ministers will review the position., Untill
the success of the new policy be assured, unit governments are requested
to keep their present food control organizations "substantially intact".

Said Dr, Prasad, de-control is to be "planned, gradual, and pro-
gressive",

Ag the success of this Central decision and plan depends largely
on crop conditions and on implementation by the units, it willl be nece-
saary to examine the subsequent position in key units in order to follow
the workings of de-control to the present, and to grasp the nature of
India's present food difficulties,

Detalled position in three provinces

Bombay. Normally deficit. in all grains, duse mainlz to large urban
centers, Beyond internal procurement, government in 1947 required some
600,000 tons from central res-rves and importe to meet statutory ration-
ing commitments in ite 117 towns with over 10,000 population.

Bombay representatives reportedly opposed de-control proposal in
the November conferences, and supported instead greater all-India coord-
ination., But on being forced by Central policy decision, and by reduct-
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ion of 1948 ceiling import guota to 475,000 tons,; Bombay government
announced its de-control program with characteristic decisiveness,

All rationing ceased from January 1 except in four citles: Greater
Bombay, Ahmedabad, Poona and Sholapur, for which import guota would
suffice, Both government monopoly nurchase and compulsory levy aband-
oned on December 16, In their place, voluntary sale by producer to
government encouraged by an increase over existing purchasgse price per
maund of Rs, 1/6 for paddy, Rs. 2 for wheat, rice and millets, All
statutory price maxima on food cancelled, Certain movement controls
retained,

It appears that the very decisiveness of Bombay violated the
'gradual' criterion laid down by Dr, Prasad, especially in the scrmapping
of its excellent compulsory procurement systems, This move was consist-
ent with object of allowing grain to reseek normal trade channels and of
loosening hoarded stocks; but it showed difficulties involved in the ex-
pectation that at the same time provineial governments could shoulder
responsibility of contributing to "greater internal procurement’,

Bombay 1947-48 erop good, Pricee rose steeply after de-congrol,
local grain coming freely into the market, some of it probably that pre-
viously illegally hoarded. By late February, food prices were 100%
above the December statutory maxima; by May, official figures put the
rise at 148%. The Government of India publicly mentioned this price
rise in its food review in early April; its spokesmen privately admit-
ted sericus concern, for lower income groups in rural areas as in the
de~rationed towns were suffering greatly, Whether the advance was due
more--to withholding by cultivators or to operations of big urban specu-
lators was uncertain in the minds of the New Delhi Food Department.

To meet the neede of town and rural areas where deficit and price-
scarcity are greatest, Bombay government has been forced to open " Falir-
Price" or "Relief Quota" shops, working on a card basis, By mid-June,
550 Fair-Price shops had been opened; 2,500 are now reported working,
with more expected to be opened, The Central Government met this un-
anticipated need - estimated in April at 130,000 tons, probably well ,
above this by now - by extra allocations, at a rate well above Bombay s
'ceiling’' import quota,

Recently Bombay prices have not advanced at the earlier rapid rate,
Because they are supplying the poorest groups with grain brought from
outside, not drawn from the local market, the Fair-Price shops may have
aided in easing the advance., But they touch too limited a section of
the public to bring about an actual price drop,

Bombay's four major cities continue to be protected by rationing,
By means of the Fair-Price shops elsewhere in the province, 1t appears
that Bombay will avoid starvation during its critical six-month period
ending in November, This has been achieved not by provincial responsi-
bility and self-sufficlency, however, but by heavy dependence on the
Government of India and 1ts imports, In such a deficit province, in-
deed, increased self-sufficiency and government procurement in a free
market must awalt a marked production inerease, Meanwhile, Bombay's
Civil Supply Minister may have caught the mood of dependence, for he
was reported in mid«July to be willing to remove all remaining controls

if the Centre would provide sufficient allotments to keep his vrovinese
fed,
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o Normally heavily deficit in rice, slightly-deficit in
wheat, almost self-sufficient in millets, Almost on the morrow of the
dv=-control announcement 1t became clear that the northeast monsoon had
falled badly, seriously endangering Madras rice and millet crops to be
harvested from December to March,. Some early estimates of the drop
proved high, but final production of rice and millets was 1,261,000
tona-below the previous S-year average, (Rice down 747,000 tons,
millets down 514,000),

In: addition to urban rationing, the entire rural population of
deficit districts and in four Andhra surplus districts had been rat-
ioned, De-control was initiated despite the shortage, Rural ratione
ing stopped 1in all but two dlstricts, the rationed population falling
from 36,000,000 to 9,000,000, later to 6,810,000, Intensive procure=-
ment was discontinued in deficit districts but maintained in surplus
districts and Malabar,

The poor rice crop caught Madras with a 4-week rice stock (95,000
tons) on January 1, badly located for help to daficit areas, Malabar
and Ramnad areas suffered most, As early as mid-January, hungry agri-
cultural laborers, out of work because of the porr orop, gathered in
groups of 100 and raided ripe crops in Ramnad District, One town re-
ported food riotes; By mid-February, the Madras Premier and Food Minis-
ter, predicting a "tremendous crisis" for mid-year, acknowledged gove
ernment’'s new responsibility to prevent famine in rural deficit areas
which had been de-rationed., Urban rations were cut again to 8 ounces;
A arive for short-time tuber and vegetable crops was pushed., Procure-
ment in surplus areas was intensified, with increased government off-
take from some producers in spite of pressure of dv-control in surround-
ing districts,

On the average, food prices rose only 30% in Madras from December
to April., (In some towns, though, the rise was nearly 60%). As at
some other times, unemployment was a more serious immediate result of
orop fallure than price rise, In April, an American mission represent.
ative sent to study the Madras shortage reported that 20% of Rammad's
population of 2,000,000 had migrated in search of work and food, Poor-
er artisan and agricultural laboring clagses: there and in neighboring
districts, he wrote, could get food enough only for a "semi-starvation™
diet; the death rate had risen sharply., Government had opened shops:
to sell to these groups a meager ration of mixed grains (the quantity
gncertain in his report) at one~-third the market price, which served

to keep some people alive who would otherwise die",

As the reserve supplies-of the de-rationed non-producing classes
Bepame exhausted, the Madras Government greatly increased the number
of these relief shops, simllar to the Bombay Falr-Price shops. By
early-August, some 9000 were in operation in Madras, "These will pre-
vent mass-deaths, though there will be starvation conditions and mal-
nutrition”, a Central Food Department officer explained to me.

From the start, the Centre devoted close attention to the Madras
shortage, After the first visit of the new Central Food Minister, Mr,
Jairamdas Doulatram, in February, the Centre increased its ceiling al-
location to Madras from 200,000 to 400,000 tons, and expedited shipments
scheduled for later in the year, Pandit Nehru's appeal to northern and
central provinces brought forth supplies to add to Madras stocks for the
critical second half of the year; the inereased north-~south movement
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was a heavy strain on the railroad system, The Central Food Department
appolnted a special officer to increase efficiency in supplying Madras
and Bombay deficit areas, Still more will be needed: in late July
Madras asked the Centre for 400,000 more tons for the last three months
of 1948, which it termed essential to get the province through to the
winter harvest,

United Provinces. Normally has slight net deficit, wheat and mil-
let surplus being exceeded by rice deficit. 1948 ceiling import quota
125,000 tons, 1947 kharif crop (autumn: rice, millets, maize) slightly
set back by late or excess rains, but better by 278,000 tons than the
1946 kharif total, 1948 rabi wheat crop, harvested in March and April,
good, estimated at 270,000 tons over previous year; rabi barley and
gram very good,

Recent wheat price movements in United Provinces wholesale markets
are shown in the following chart (rupees per maund):

Spring harvest price, 1939 Re.3/12
Control price, March 1944 to 10/ 4 (approximate Gove
December, 1947, ernment purchase
rice),
Spring harvest price, 1947 ‘ 11/12 reflects lax price

control enforcement).
Price prevailing December, 1947, 19/ 4 ( &itto )
before de-control

Spring harvest price, 1948 17/ -
(April 15)

Subsequent monthly levels, 1948: (Actusl averages as compared to
prices  anticipated by two United Provinces food officlals in April):

Anticipated average Actual average

May about Rsy13/- Re,16/8

June about Ra,13/- Rs,.18

July about Re,16/- Re,20 to Re,21
August about Rs,16/- Re,20 to Rs,22

Experience has brought shifts in outlook of United Provinces food
officials, They opposed de-control at November New Delhl conferences,
They feared it risky., When reducing rationing, early this year, they
maintained it in seven hill towns and for people with incomes under
Rs,100/~ per month in five largest cities, All procurement was stop-
ped, as government open market purchases were considered inconsistent
with the ebjJect of lower prices, With a good harvest, market wholesale
prices fell gradually from their high unauthorized level before de-
control., By mid-April, on the strength of the good crop, food officials
were confident of this year, and predicted continuing price fall, With
slightly low reserves on hand (50,000 tons in mid-April), they withdrew
all rationing on May 1, Wheat prices were still high, but poorer groups
could buy cheaper grains, The United Provinces Government announced it
would be able to forego 35,000 tons of its import quota, as an aid to



Madras and other deficit areas,

A Civil Supplies Department officer explained to me with some sat-
1sfaction the economy of de-control, He was winding ups the department,
which would mean an annual saving of Rs.15,000,000 and release or trans=
fer to other departments of 16,000 to 20,000 employees, OCmnly a nuclear
staff would be kept, To maintain the organization "substantially intact”,
as the Centre had wished, seemed to the provincial government unnecesss
ary and costly.

Within three months, these hopes had proved over-optimistic, Grain
had not come to the wholesale markets in good quantity. Cultivators, big
and small, were holding thelr produce, One reason was that the price of
cloth and other manufactured commoditles had risen drastically since de-
control of those items in January; hit sharply by this rise, peasants
preferred to hold their grain for higher future prices, In the two for-
mer years, they had been forced to sell part of their produce to govern-
ment; now they preferred to eat more and to hold more as reserves,(Their
wisdom 1is demonstrated in the present week, as torrential downpuurs have
seriously damaged the growing kharif crops in many districte), By late
May, wholesale prices began to move up, Wholesale market stocks were at
thelir lowest for several years., Some smuggling to outside states: and
provinces- aggravated the price rise, Government had no method of check-
ing 1t., By July, wholesale prices ranged from Rs,20/- to Re.25/~ in
various markets of the province,

Consumers: in cities suffered from the highest retail prices within
memory, The working-class cost-of-living index in Cawnpore, greatest
north India industrial center, rose 20 points in June to stand at 462,
higher than June, 1947, by 94 points, For industrial labor, part of
this rise would be met by increased "dearness allowances", For fixed-
income middle class groups, there was no such relief, My Hindl teacher,
asgistant professor in the Almora College, told me a few days ago how
rising costs hit him, "I have just come from the bazaar, where I pur-
chased our month's food supply. It cost me Rsi65., Before the war, ve
never paild more than Rs,12 to Rs.l4 per month, Even during the war
prices were much lower than now, And my pay increase since before the
war has been only 17%. Then we were able to save a little., Now we can
really not make ends-meet." Consumers wemewmawd are paying about 10 cents
a pound of wheat, as against 1 1/4 cents in pre-war years, Their diffi-
culties are being reflected in public and press criticism of government,

In mid-July the Civil Supplies Minister of the United Provinces
t0ld a newspaper reporter that he had foreseen such possibilities, but
"the Government of India thrust the poliecy of de-control on us and we
had to follow it", He anmounced his intention of meeting the need of
poorer classes by resuming partial rationing. The discharge of ration-
ing employees was stopped, the rationing system reassembled, In late
July long meetings of the United Provinces cabinet and the Congrese
Party Legislative Assembly Party puzzled out the problems of food and
econbmics, Immediate government action largely turned on the fact that
1t was now too late to procure grain until the next harvest. After sev-
eral conferences with the Govermment of India, decision was tsken to
reintroduce partial rationing as of September 1, Shops are to be open-
ed for all families with incomes less than Rsi100/- per month in 33
towns, An estimated 5,000,000 people, including 500,000 refugees, are
to be supplied, as against 6,800,000 under the 1947 scheme, Daily adult
unit will be 6 ounces  of wheat or 8 ounces mixed wheat and barley flour;



cardholders may also buy in the open market, Grain prices in these

new shops are gradually to be reduced; as compared to 1 3/4 seers of
wheat which the consumer in these towns gets for his rupee today, the
government has announced the following goals for sales in the new shops:

August~September 2 1/4 geers’ per rupee:
October-November 2172 " "
December -- 2 3/4 1] (2] 1" .

No procurement will be undertaken now, Present stocks plus supplies
from the Centre will be sufficient to maintain the new program, But in
announcing the new program, Premler Pant' strongly attacked profiteers
and hoarders, and threatened requisition of their stocks if necessary,

He appealed to the peasants to follow the ancient Indian tradition and
supply food freely to the public,

As preparations are made to start the new program, the consuming
public's‘attitude 1s, "Let's walt and see".

Summery of position in other units

West Bengal, VWith Calcutta requirements, normally heavily deficit
in rice, Started 1948 with reserve carryover of 30,000 tons only, Ass-
igned ceiling import quota of 200,000 tons of wheat and wheat products,
1947-48 rice crop reported by Civil Supplies Minister as only 3,3 million
tons as against previous year's 3,8 million. Margin too narrow to allow
appreciable relaxation of controls, 6,600,000 people (of tocal provin-
cial population of 25,000,000) kept under statutory rationing; this num-
ber has slowly increased with gradual flow of Hindus from East Bengal,
Procurement intensified with surprising results, well over targets: from
January through April, 267,000 tons were taken in by government, as come
pared to 211,000 tons in undivided Bengal in the corresponding perlod a
year ago, With this and with extra central allocation of 50,000 tons
rice, 13,000 tone barley and maize, Ministry able to make a surprise
ration inerease in April from 8 to 10 ounces, Later, Centre granted
50,000 more tons, with poseible promise of 20,000 more to meet needs of
refugees from East Bengal, Province expected, with this ald, to pass
monsoon season satisfactorily.,

Egst Puniab. Undivided Punjab had a large grain surplus, due main-
1y to rich canal lands of the West, Partition deprived East Punjab of
large wheat tracts, Its Food Minister estimated the new eastern pro-
vince's normal net deficit at 45,000 tons: deflcit of 120,000 tons in
wheat and 30,000 tons in rice being partly offset by surpluses of gram,
maize, barley and millets, Last year's autumn crops were for the most
part salvaged after the upheaval, Autumn sowings, however, were some-
what below normal., To make up the consequent deficit and provide for
the East Punjab's huge refugee burden, the Centre assigned a celling
import quota of 120,000 tons for 1948, Early in the year, the province
relinquished 27,000 tons of this quota for shipment to Madreas,.

Price control removed in February due to pressure of de-control
outside., Monopoly procurement stopped, though government continued
some open market purchases toward emergency reserves, Rationing all
closed by May 1. ‘

Bumper gream crop permitted exports to United Provinces, Rabl wheat
erop disappointing: estimated 931,000 tons against average of 1,100,000,
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Cultivators held produce from the market, Wholesale wheat prices rose
suddenly late June, early July from Re,13 to Rs.18/8 at Amritsar, Rs,16
to Re,19/8 in Ambala, Retail prices followed, Widespread demand for
re~rationing in cities. By mid~July, food and district officers forced
.to recommend re-control, ©System of relief or cheap grain shops adopted
as in other province, many to be opened from mid-August, Earlier re-
lease to Madras withdrawn from quota balance; Government of India has
assigned new allocations to East Punjab for relief shop purchases,

Agssam. Normally surplus in rice., Assigned 1948 rice export quota
of 65,000, Crop not at expectations, Procurement continued but results
bad - Ministry claimed Communist interference, Procurement failed to
meet rationing commitments, so rice de-controlled late in June, Rice
pricees very high. Scheduled exports to central pool impossible; instead,
Assam had to draw on Centre for 5,000 tons,

Central Provinces. Surplus in rice, 1948 basic export quota
150,000 tons, Crops good, Offered and sent extra rice to Madras,
Price control ceased, Govermment stopped monopoly procurement but
continued some purchases, offering enhanced rates, Sudden and high price
Jump in late May, due to cultivatore' and traders' stocking and stimula-
ted by purchases by Madras and Bombay traders, created great disturbance
in markets, Government possession of ample stocks - 116,000 tons of
rice - and knowledge of traders' supplies enabled it to sell in quantity
and to threaten flooding of market; this brought prices down and eased
conditions, It appears province will exceed 1its scheduled exports, and
will not have to adopt partial rationing as elsewhere,

Mysore, Travancore, Cochin. All deficit states, Have introduced no
de~-control, Procurement, rationing, price control, imports continue.
Mysore able to increase raztion from 8 to 10 and 11 ounces,

Pakistan conditions

Wheat harvest in spring, 1947, was low, and mid-year dlsturbances
did considerable damage to food stocks in West Punjab, Disturbances
also did some damage to standing rice crop, Due to flight of Hindu
traders and bankers, Vest Punj)ab Govermment had to aid in financing har-
vest operations and trade purchases of this fall erop., Due to disturb-
ances, procurement in West Pakistan almost nil in last half of 1947,
From February to April, Pakistan had insufficient wheat, By agreement
with India in January, Pakistan agreed to ship to south India some
49,000 tons of her fall rice crop in exchange for releases from India
of about 28,000 tons of wheat, 12,000 tons of barley.

In January, West Pakistan offered East Bengal 70,000 tons of rice,
part of it on rush order. Beyond reports of unsatisfactory procurement
and a severe price rise in June, I have no information of subsequent
conditions in East Bengal,

Thies spring's wheat crop in the West Punjab was good, 2,385,000
tons as against 2,135,000 last year, The provinelal Food Minister amn-
ounced an offer of 50,000 tons to deficit Pakistan areas, and said he
would try to boost it to 100,000, He proposed to tighten the procure-
ment system, and warned blg landholders to cooperate, His effort will
be to build wheat reserves; partly for barter with India,

In the comprehensive May 26 agreement on exchange of essential
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cemmodities between India and Pakistan, food grain supplies from Pak-
istan are an important item. India had stated its yearly requirements
at 100,000 tons of rice, 200,000 of wheat, Pakistan agreed to make
avallable 175,000 tons zmainly rice) from June 1, 1948 to August 31,
1949, unless the crop be % or more below the previous S=-year average.
Pakistan agreed to improve on this amount if possible,

In view of procurement deficiency and India's recent experience
of severe price rises, Pakistan's Food Minister anmounced in July that
he saw no early prospect of de~control in Pakistan,  That trade demand
can not always be abolished by creation of political boundaries was evi-
dent from the Food Minister's alarm at the considerable smuggling of
grain to Indle from Sind and the West Punjab,

Conclusion: 1Indla's food. problem today

North India's crops from mid-1947 to mid-1948 were well above the
previous year's' but south India, particularly Madras, suffered serious
setback, India's Food Minister released crop estimates on April 30
which on balance showed an approximate 900,000 ton increase on the
1946-47 total for the area covered by the Indian Union, Later figures
suggest that the 900,000 estimate may be too high,

This production 18 not adequate to go around. The control system
disbanded in late 1947 had tried to effect distribution by large-scale
rationing, price and transport control, and government procurement from
surplus producers to meet rationing needs. Large imports had been nec-
essary to fulfill rationing needs, as internal procurement had fallen
short, Omne objective in removing controls was to lessen the need for
imports by freeing government of rationing commitments, But the diste
ributive process since de-control has also been unable to survive on
avallable internal supplies, Under controls, millions of cultivators
and higher-income groups had been forced to sacrifice some of thelr con-
sumption wants, Now it appears they are holding more food, and eating
more, As a Wwhole, consumers are also bidding more for food. Under
controls, a large proportion of Indla's grain normally entering trade
channels had been taken in and re-distributed by governments., Now most
of it 1s handled by private traders, India's trading community since
de-control has not violated the law of its being: 1t still worke by the
profit motive, This often utilizes hoarding, speculating, and deception
of consumers to gain its immediate ends, Combined consumer and trader
bidding have applied large purchasing power to short grain supplies,

The all-India result has been severe price rises, The Food component

of the Economic Adviser's Wholesale Price Index, which had been relative=
ly stationary during the year of control ending November, 1947, shot up
60 points, from 296 to 356, between November 29 and January 17 last, In
the next four months, a harvesting period, it settled back 10 to 12
points, but in May a second movement started, the Food index rising 40
points from early May to July 10, when it stood at 387, exactly 100
pointe highser than a year earlier, In eight months it had gained 91
points, Almost everywhere today, open market prices, which apply to all
grain supplies, are near or above black market prices which had prevailed
for a fraction of grain supplies during the last months of control.*#

To provide food for those groups too poor to bid for it in such a

##R1lsing food prices are only an element in the current problem,
Control rendered some major economic forces partly inoperative., The
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markeu, for crowded citiles, and for those lowWw-producing areas of the
country where semi-starvation and suffering are acute, almost &ll
provincial and state governments have had to continue or to resume
full or partial rationing and price subsidies for large numbers, Be-
cause of the shortage and the near abandonment of compulsory procure-
ment, however, the govermments have not been able to procure suffi-
cient grains internally to feed more than a fraction of those to whom
they have assured rations., Consequently their demands on the Centre
have in almost all cases exceeded original grants to them., Units are
not yet self-sufficient; their governments are therefore incapable of
assuming the full responsibility, imposed on them by the de-control
decision, of contributing to "greater internal procurement”.

Equally concerned with protection of poorer groups, though slight-
ly more removed from their direct pressure, the Centre has had to im-
port in great quantity to meet these unanticipated nesds, By June 30th,
about 1,750,000 tons had been imported, By mid-July, indents for
2,600,000 tons had been executed, Imports in 1948 may ultimately total
close to 3,000,000 tons.

That this total = which includes Pakistan's supplies to India -
is considerably higher than any previous imports into undivided Indis

##(preceding footnote continued) de-contrel of food and most other
commodlties has largely released these forces to seck more natural
relationships for this pést-war period. The major force is the legacy
of inflated purchasing power being epplied against continuing post-war
shortagea of production in India., Following cloth and other dv-~control,
the Manufactures component of the Economic Adviser's Index rose 35
points in the month of January, from 287 to 322; Semi-manufactures fron
264 to 296. In the six weeks following a further measure of cloth de
control in mid-April,. Manufactures rose 42 points to 367, from which
they have not fallen, By July 10, Semi-manufactures: were at 344, 51
pointsg above the April 15 mark, Industrial Raw Materials oun July 10
were at 445, 56 points over the mid-December mari,

In the year of controls ending November, 1947, the Combined Index
of the Economic Adviser rose only 14 points. In the eight months since
November, it has risen 86 points, to 389,

This price rise, and the economic malaise of which it is a symptonm,
today rank with, or above, Kashmir and Hyderabad as India’'s major imme-
dlate problem, Its analysis and solution are first priority on the Ind-
ian cabinet's agenda., A varlety of advisers have been c¢alled in to in-
vestigate 1t, Pending their full conclusions, re-control of cloth has-
been announced as government's first step toward solution,

The food deficiency is one of the basic production shortages which
contribute to this overall inflationary trend.,
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18 partly due to the fact that the Paklstan areas normally contributed
a considerable net surplus which reduced the country's overall require-
ments from outside, Though precise figures are lacking, it seems clear,
however, that net imports into the Indian Union area have not decreased
from those of last year, as the Government of India had hoped, If any-
thing, they have somevwhat increased, The Foodgrain Policy Committee
minority forecast seems to have been reallized: on removal of controls,
which spresad the sacrifice, it has been necessary to increase imports
to meet the combined wants-of thos# who can afford increased consump-
tion plus the bare needs of those who can not. Fortunately, world
grain supplieschave been greater this year than during the previous
year,. Other factors have siightly eased India's exchange position,

The Indian Government has:- therefore been able to acquire from foreign
sources food grains to make up the deficit,

The de-control program, like the former control program, has thus
not eliminated the need for large grain imports, Until succeessive good
crop years and absolute production inerease occure, it is certain that
Indis faces the prospect of continued large imports, Present reserves-
and scheduled imports indicate the trend of the coming year's needs, Of
imported foodgrains, only 180,000 tons had been set aslde as-reserves
by July 1, as against a target of 400,000 for that date, Due to the
consumption need&s-of coming months, the reserve target for January,
1949, has been halved to 250,000 tons, It is reported that contracts
have already been signsed for imports approximating 900,000 tons of
wheat and 420,000 of rice during the first six months of 1949, The food
drain on foreign exchange thus continues, as does-the need for goverm-
ment subsidies cheapening imported grain for consumption, India's de-
pendence on outside supplies 1is still heavy, Should war or world short-
age intervene to limit her imports seriously before & large Indian pro-
duction increase 1is achieved, India would have only two alternatives:
vwide~-spread starvation, or imposition of more efficient, more equalita-
rian, more strict and more extensive intermal procurement, rationing
and control measures than existed in the years ending in 1947,

What rate of food production increase can be expected in India?
Without closer study, I can not attempt to answer this question. A dls-
cussion of food distribution, the subject of this paper, must however
take some notice of the availebllity of suppliess To that end, this
paragraph, In their final report, released this May, the Foodgrains
Policy Committee expect: that current Grow More Food Schemes of the
provinces and states will yleld an annual increase of 3,000,000 tons
within the next five years:. These schemes principally involve more
intensive cultivation, based on improved irrigation, seeds, techniques,
and more manures, Dry farming, erosion control, and ecrop rotation also
have their part, Implementation has been handicapped by the serious
lack of fertilizers, the shortage of well-digging machinery and other
equipment, the inherent slowness: of acceptance of technical and social
reforms in age-old agricultural commumities; and by a lack of drive,

On first observation, the 3,000,000 ton estimate looks high to me, It
appears that India-wide results in the present year will be measured 1n
the tens of thousands of tons, not hundred thousands, A pace-quickening
not at present visible wlll be required for the larger accomplishment
aimed at. The Foodgrains Policy Committee names other objlectives:
3,000,000 tons production by reclamation of present culturable wastes,
and 4,000,000 tons as a result of reclamation and new irrigation accom-
panying the huge multi-purpose valley projects now being started, Both
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depend heavily on importes of bulldozers, tractors, combines, and more
complex machinery, and on some outside technical assistance, Reclam-
ation projects are now underway, largely using bull-dozers and tracte
ors taken over from the United States Army., Again,. the acreage re-
claimed this year will be measured in tens of thousands, not hundreds,
These projects-could be sppeded by equipment imports, The larger vale
ley projects-will not yleld increased acreage and production for at
least five years,

The short-term distribution problem thus remains., Where does
government stand today in relation to this problem?

No overall policy décision has been made to change the prineiple
of "progressive de-control" of foodgrains adopted last December, In
some respects, de-control has progressed to a great extent, ' Compulsory
procurement has been abandoned everywhere except in gertain areas of
Madras and south Indian states, Government open market purchases are
significant only in those areas and in Bengal. Price control 1is every-
where gone, These withdrawals from active government participation in
the distributive process have released large numbers of administrative
personnel and energies, some of which have been applied to more con-
structive tasks. They have also relieved the political strain of un-
popular procurement, Without question, they have also removed many of
the avenues for bribery and corruption which existed during controls;
where possible, dismissals from service made possible by de-control
have eliminated first of all those formerly suspected of malpractices,

On - the other hand, many government operations and ad hoc decisions:
adopted to meet new needs as they have arisen have greatly modified or
conflicted with the principle of de-control, In the important fields
of rationing and transport, the process of de-control has been reversed
in recent months, To prwwent wide starvation or unbearable food costs;
more and more units have been forced to open Fair Price or relief food
shopas, At the most recent all-India conference of food ministers, in
late July, extension of such partial rationing and price subsidy was
accspted by all representatives, including the central authorities who
sgreed to increased allocations to meet the additional rationing needs,
Earlier in July, the Centrul Government had taken over transport of
all inter-provincial food suppllies, finding that the movement on private
trade account was not sufficiently regular and sure., Unit governments
at the same time became sponsors of all movements within the unit, By

;ining initiative in transport, government calculates to improve
coo¥ination with the railway authorities and to expedite shipments, Ad=-
ministrative force and activity have had to be rebuilt as governments
resumed rationing and transport operations, There is 1little prospect
that these operations can be reduced, until far greater supplies are
avallable; in fact it is expected that governments may have to increase
thelr price subsidies for low-income groups in coming months,

The major departure from the intended course of de-control, the
continuation of large imports, has been dealt with at length above, Inme-
porte suggest another aspect of the problem: the relative weakness of
some large units, the dependence of most units on all-India support,
on central activity., That central coordination among Adifferent units
is sti1ll required was demonstrated at the April conference of all-India
food representatives, There the Bombay spokeman argued for removal of



all 1nter-prov1ncial barriers on trade movement of grains, Bombay
has the money a Food Department official explained to me, "It
would draw most of the food surpluses, Madras, with a larger popu=-
lation, hasn't Bombay s money, She would suffer, Other provinces
also opposed Bombay's suggestion," The inter-provincial barriers
were retalned,

Thus Centre and units are inter-dependent and both have important
responsibilities in the food field, Each has fairly distinct areas of
administrative action. The division of responsiblility for policy deci-
slons, however, is far less clear, On occasion, provincial policy out-
look differs from central outlook. Peribdic all-India conferences
achieve some coordination, but as yet there is no permanent body for
regular study and resolution of the all-India differences,

The experience of the past eight months shows that governments in
India are still forced to play a conseious and active, if incomplete,
role in regulating and aiding distribution. It 1s not a constant role,
or clearly defined, Governments have had rather to be flexible in ad-
Justment to changing circumstances, of which crop failures:and unanti-
clpated price jumps have been most serious, Today they still face ad-
Justments, It is uncertain, for example, whether partial rationing can
be maintained for the necessary period without resort to greater internal
procurement in addition to outside imports, But internal procurement
means more government activity; at present high prices, moreover, 1t
would be a larger burden than previously; and would it not further aggra-
vate the price rise? Such is one question of the coming months, No
clear, long-term anawers have been found, Governments 8till work forward
on a month to month basis, grappling with difficulties-as they arise,
expending anxlous energlies in the process.

Alded by outside resources, Indian governments have prevented famine
in the past year, Hardship they have not prevented, Eight months ago,
the principle or ideoldgy of ‘de-control' was adopted, Governments have
not been able to follow out this principle in practice, At that time,
the goal of reduced food imports was accepted, to save foreign exchange
for capital equipment imports, Government has failed to define clearly
a method for reaching that goal, It is possible that full mobilization
of the country's food resources, with sacrifices imposed on producing,
trading, and high-income groups, would lessen the need for food grain .
imports and contribute toward development investment, The Indian Govern=-
ment has made no move toward such mobilization.

Their achievements and fallings in this crowded year reflect partly
the lack of clearcut information, judgment, and experience of policy-
makers in India today. They also reflect the tangle of economic inter-
ests on vwhich governments depend for political support, and the fact that
the various productive and consuming groups are not yet working for full
mutual ald but are still largely in conflict. History will also relate
Present weakneseses to the inheritance of pre-war capacities and attitudés
of government in India, and to the wartime wounds inflicted on India's
marginal economy., It is however a wholesome sign that most Indlan lead-
ers today spend little time in seeking historical excuses for thelir
difficulties, Instead, they strive to understand their huge and unpre-
cedented problems, At present, the Indian cabinet has instituted &
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major investigation of the nation's overall economic situation, an
investigation in which industrialists, labor leaders, government ex-
perts and academic economists are due to participate, Possibly their
studies will produce no major policy changes; if they achieve oclearer
definition of the position, needs, and expectations of the varidus
economic groups and of the country as a whole they will have achieved
partial success, Such interchange, and subsequent adaptation, seem

required 1f the nation is to develop into a working team in its econ-
omic tasks,

Mansgement of the food problem alone in the past few years has
required vast shifts and new experiments, none of which have attained
complete success, Such continuing shifts in a basic and wide fileld
suggest that both Indians and outside people and governments who seek

to ald and participate in Indla's development muet accept the challenge
of a future not free from uncertainty,

Indian governments and peoples can afford a certain and lasting
welcome only to those who have something to contribute to deep-rooted
growth, of resources and of people,

Sincerely yours;

(Rt Mnee

Richard Morse
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Appendix I. Wartime inflation,

As gauge of monetary expansion in India in recent years, "Notes
in circulation" are more significant than either "Coins in circulation”
- which in the inter-war years lost the predominant position they had
had in India during World War I - or bank "Demand Deposits", which are
still of far less relative 1mportance in Indiag than in countries with
highly developed banking systems., "Notes in circulation" have expand-
ed tremendously since August, 1939:

average of Fridays, Auguet 1939 1,702.9 million rupees
1940 2,228,9 "
L " 1941 2 578 8 1] 1]
1] " 1942 4 679 1 " "

# " 1943 7 53 5 3 111 1]
i} " 1944 9 294.7 # "
" " 1945 11,300, " "
1 " 194 6 12 144 1 i "t
" " 1947 1 1 904 " n
Week ended July 23,1948 12,445.6 " "

Demand 1iabilities of scheduled banks as recorded by the Reserve Bank
of India rose less steeply:

193839 1,238.1 million rupees
1945-46 6,545,3 i
1946-47 7,255.4 " "

Regarding the note increase, the following quotation from the "Currency
Report of the Reserve Bank of India, 1941.42" ig reproduced by Gadgil
and Sovani in their "War and fndian Economic Policy ' : "The heavy addi-
tion in the circulation of legal tender currency during the year re-
sulted mainly from the increasing volume of sterling receipts on acce-
ount of supplies of war materials and services to His Majesty's and
other Allied Govermments, for which payments had to be made here in
Indlen currency, as well as the increasing favourable balance of pay=-
ménts on private account from,year to year."

Britain was unable to pay in current supplies or money for her
wartime purchases in India, She paid in sterling, but the sterling
for the most part was post-dated, most of it being non-expendable for
purchases in Britain during the war., The Reserve Bank of India utilize
ed these sterling receipts firstly to pay off o0ld sterling debts in
Britain, secondly - and in greater quantity - to aequire British Treas-
ury securities, The Economist called such acquisition of securitées

'a virtually compulsory investment, made a8 a result of the revolution
caused by the war in the United Kingdom's balance of 1nternational pay=-
ments and by the strict control of sterling exchange." (July 5, 1941,
quoted by Gadgil and Sovani, op c¢it ). In effect, Britain borrowed
from India by issuing Treasury securities to India's credit.

Ageinst the backing of these sterling securities the Reserve Bank
of India had authority to issue rupee currency notes, The increasing
quantity of this rupee issue, made in order to finance the Government
of Indla's war deficit and 1ts purchases on behalf of Britain and the
Allles; has been shown above, Indla loaned Britain goods and services:
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this loan was accomplished by increased war production and decreased
consumption by the Indlan public., As rupees entered circulation,
partly in peymant of Government of India war contracts, partly for
payment for the increased flow of gooda and services stimulated by
the war effort, they caused more and more upward pressure on prices,
As shown in the text (page 10), steep price rises folbowed, Fixed-
income groups, and the large groups whoese incomes rose less rapidly
than prices of consumers' goods, suffered from these price rises: they
could not buy as many real goods and services as in the past; thelr
decreased consumption forced by rising prices was in effect the real
saving by means of which India was able to loan goods and services to
Britain and the Allies, This was a forced saving, reflecting the Gov-
ernment of India's inability to meet ite own and its customers' wartime
expenses by means of taxes and voluntary borrowing,

It is for repayment of these forced savings that Indian officials
recently waited upon the Chancellor of the British Exchequer, The
borrowings which the British peovle effected from India by means of
wartime finance techniques are gradually to be paid back in goods and
services produced in Britain, as the 'sterling balances' becomd relea-
sable: the value of these post-dated sterling balances depends on the
future strength of British exports,

The question as to whether repayment of British goods will benefit
those Indian groups who most completely sacrificed current consumptlon
for wartime loans 1s another story., Leaving aside the famine dead,
the processes of inflation and deflation make it highly unlikely., In-
gofar as they are used for nation-building investment, the repayments
will achleve reasonable equity.

Appendix II., A comment on central-provincial relations.

In 1945, the Famine Enquiry Commission urged creation of a perma-
nent All-India Food Council, with constant representation of govern-
ments of all provinces, and of states or groups of states, and a per-
manent secretariat composed partly of officials of the central Food
Department, An All-Indla Food Council, the Commission argued, would
help bridge the gap created by the constitutional separation of central
and provincial functions., The Council could not have executive power,
nor would its recommendations bind the constituent unit governments,
But by working regularly to coordinate policy among the varied units,
by becoming statistically competent and useful, by consolidating and
preserving experience and knowledge of the requirements of all-Indla
food policy, the Council could gain an advisory competence which would
be hard to ignore, Its conclusions could be expected to merit public
confidence and support. Through such a permanent representative body,
the changing requirements of working relationship among provinces and
centre could be regularly adjusted., (v, Report of the Famine Enquiry
Commission, 1945, p., 65~7).

No All-India Food Council was established., The o0ld system of
sporadic conferences at New Delhi was instead conestinued. Central-
rovincial relations continued to cause occa#&ional misunderstanding.
%For example, see text p. 15, paragraph number 5), The rift in outlook
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between Centre and provinces was particularly apparent prior to the
de~-control declsion, That decision waes a Government 6f Indla deci-
slon: desplte constitutionel responsibility of provinces for food,
agriculture, and intra-provincial commerce, it is apparent that major
econbmic policy decisions require all-India consciousness and all-India
pover, Looking from outside, it seems that lack of an all-India permae-
nent councll deprived the provinces of constant influence and partici-
pation in central policy decisions, and deprived both Centre and pro-
vinces of continuing study and adjustment in facing the overall prob-
lem., Sueh adjustment could have drawn on practical experiences of
local administrations and served constantly to improve and modify admin-
istration and policy in the light of its overall analysis of supply,
demand, and other factors,

In short, the Governmment of India came to a policy decision largely
agalnst expert and provincilal opinion, Had expert knowledge of all-India
food possibilities and needs been clearer, fuller, and more adequately
mobllized, had the working compromise between Centre and provinces been
more organic, flexible, and satisfactory, the decision reasched might
have been different, Lven had the decision been the same in principle,
its Qetails for execution might have been more mutually consistent, It
might also have avoided the sharp break with provincial opinion,

As one party now holds office in all provinces as well as at the
Centre, the latter break is not now of immediate importance. It does,
however, reflect some economic pressures, I have entered this tople
in order to bring out the principle of all-Indla economic coordination
stressed by the Famine Ennuiry Commission, for it suggests key questions
relating to future development., As the Congress Party continues to hold
power throughout the country, will it find such improved coordination
necessary in order to build the country's economic strength and stabil-
ity? If so, will the coordination be done in a representative manner?
At this early stage of the federal process, India inherits a legacy of
pecullarly cecomplex and often unsatisfactory central-provincial relation-
ships, Will the new constitution aid in defining their roles more use-
fully? Or take another approach: if unit governments become more repre-
sentative, some of them perhaps eventually taken over by new political
parties, will not the complexity of clashing interests grow? Will con-
vention or constitution have achleved, by that time, satisfactory mach-
Inery for resolving and coordinating these clashes? Cr will they be
a source of weakness to the Indian Union?

These are some long-term questions, of apparent practical import-
ance for the future of India, on which the examination of one fileld,
food, can provide hardly a ray of light, Food sugrgests or hints at
the questions; the answers involve the future and many other flelds,
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