
distribution of which is stil l con
trol led was la id to rest some time 
ago when trading was allowed in 
ready delivery contract and Sewree 
market was opened on the Pan-
ehami day after the D iwa l i . Price 
control is no stumbling block either, 
for forward markets these days 
have got used to floors and ceilings 
w i t h i n which they have learned to 
function. 

The snag that remains is the 
delivery clause in the hedge con
tract. One suggestion is to allow 
delivery in upcountry centres also, 
in view of the impediments to the 
free movement of cotton. The 
omnibus solution, of course, is to 
scrap the control on distribution 
altogether and make the market 
free. Another is to so amend the 
hedge contract as to remove the 
obligation to deliver cotton, pay
ment of differences wi th in the 
limits set by ceiling and floor being 
accepted in lieu of actual delivery. 
This w i l l amount to gambling for 
differences as understood by the 
opponents of forward trading. But 
so far as the market mechanism is 
concerned, such a contract w i l l 
serve the purpose of elimination of 
risk of price fluctuations which is 
the principal object of hedge trad
ing. The terms on which hedge 
trading w i l l he permitted, remain to 
he known. 

The necessity for hedge trading is 
undeniable since upcountry traders 
who must carry fairly large stocks 
if they are to function effectively 
need some means of eliminating 
the risks of price changes which 
they are unwi l l ing and unable to 
bear. Mi l l s have also to cany 
stocks and require the same faci
li ty. The safeguards that w i l l have 
to be adopted to make the resump
tion of hedge trading possible 
under existing conditions remain to 
be finalised and are at present 
matters of consultation w i t h the 
Government of Bombay and the 
East India Cotton Association. 

The employment angle to hedge-
trading has not been lost sight of. 
Some five thousand people earned 
their l iv ing from dealings in cotton 
futures, directly and indirectly. 
M a n y of them have been main
tained for years by the cotton 
brokers ever since the operation of 
controls deprived them of their 
means of livelihood. 

Emergency Food Reserve 

LA R G E scale crop failures, food 
shortage and famines are com

m o n in many parts of the w o r l d — 

part icularly in the East, haunted as 
it is by the Malthusian spectre, so 
the economists of the West tell us. 
A crop failure deteriorates into a 
famine when the ability of the 
people to buy food depends mainly 
on the particular crop which has 
failed. In Western countries where, 
either on account of mixed farming 
or a generally high level of incomes, 
the failure of one crop does not 
involve mass poverty, famines are 
now things of the past. Even there, 
however, the need to import large 
quantities of foodgrains at short 
notice may strain the balance of 
payments severely. in addition, a 
sudden demand may he difficult to 
meet, if available stocks are not 
adequate. The idea of an inter
national emergency food reserve has 
been mooted for a long time and 
at the sixth session of the Food 
and Agriculture Organisation Con
ference last December a resolution 
was passed, asking the FAO Coun
cil to study and explore suitable 
ways and means to establish such 
a reserve and to make it promptly 
available to member nations threat
ened or affected by a calamity. 

The establishment and operation 
of such a reserve bristle wi th diffi
culties technical, financial and 
political. In the August issue of 
the Monthly Bulletin of Agricul
tural Economics and Statistics of 
the FAC) some preliminary explora
tions have been made in this held. 
A study of the extent and serious
ness of the major food (rises in 
the past provides little guidance in 
estimating the approximate size of 
an emergency reserve. Whether 
the term " f amine" should apply, 
for the purpose of the proposed 
emergency food reserve, only to 
emergencies arising out of natural 
causes (crop failures en destruction 
of food owing to f lood or earth
quake) or it should also cover 
chronic shortages is itself a ques
t ion of considerable complexity. 
The F A O Conference outlined cer
tain procedures for assessing the 
seriousness of famine but these need 
further clarification. The final 
decision wi th regard to the ize of 
the Fund w i l l depend, in the last 
analysis, on the financial sacrifice 
which contributing member nations 
w i l l be prepared to make. It w i l l 
also depend on the terms agreed 
upon for the release of emergency 
supplies—sales on special terms or 
gifts- and on the possible criteria 
which may be adopted for varying 
these terms in the light of part i 
cular emergency situations which 
may arise. In view of these factors 

the bulletin presents at this stage 
only some calculations in terms of 
both the assistance to be rendered 
and the cost involved, related to 
a unit— Emergency Food Reserve 
Units-----EFRU. This is defined as 
the quantity of food required for 
supplementing the diet of one mi l 
l ion persons at 1,200 calories per 
day for one month. The emer
gency subsistence calory intake per 
person has been assessed by the 
F A O at 1,900 calories per head per 
day. This is the total intake, but 
even in famine conditions some food 
is usually available locally. Fur
ther, it applies to people of Western 
countries, and the needs of popu
lations in countries most likely to 
be affected by famine are some
what lower. The figure of 1,-200 
calories has been put forward wi th 
these considerations in view. To 
cope wi th an emergency of a size 
of, say, the Bengal Famine of 1943 
which affected some six mill ion 
people for six months or more -
min imum requirements would he 
36 EFRU. . 

The composition of the E F R U 
includes wheat, rice, maize, millet, 
soyabean flour and other pulses, 
and dried skim milk, fats (hydro-
genated oil) and sugar. At cur
rent prices it is estimated that one 
unit would cost $1,6135,000. It has 
been calculated that one unit 
would constitute a very small pro
portion of total wor ld production 
and would be very small also in re
lation to world trade of the com
modities composing it. In addition 
to the cost that the materials which 
w i l l constitute one unit , there would 
be insurance and, storage costs. 
The approximate volume of one 
unit would be 10,000 metric tons. 
The storage requirements and cost 
of insurance, storage and handling 
differ by commodities) but an ap
proximate of $5 per ton per year 
would not be wide of the mark. 
The article discusses alternative 
methods of ownership, finance and 
administration of the reserve. They 
can be internationally owned or 
nationally owned, and provision for 
repayments can also be decided on 
two or three different bases. 

As a country where failure of 
crops from too li t t le or too much 
rain is an almost annual occur
rence, India should follow the pro
ceedings in the F A O w i t h interest. 
Also, being one of the largest cereal 
producers in the wor ld , it is not 
unlikely that India wi l l be asked to 
make a sizeable contribution to the 
general reserve, if the proposal 
materialises. 
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