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Price Policy 
THE Finance Minister is to be complimented for fi l l ing up a serious 

gap in the price pol i ty outlined in the Planning Report. This 
be did by making explicit what had been implici t in the system of 
food control that has already been adopted by the Government. 
Adroi t ly , and very skilfully Shri Chintaman developed the idea. 
Gracefully he conceded to the Hon'ble Member, who had raised the 
question, " the necessity of giving some k ind of price support for food-
grains and essential materials". He had already observed in his speech 
on controls sometime ago, Shri Chintaman said, that this principle was 
" implici t in the system of food control " and that be would " like to 
add now that, may be, it would have to be adopted in a discriminating 
way in regard to raw materials." (italics ours). Assurance had been 
given more than once in regard to cotton and although he was not 
in a position to make any commitment, the Finance Minister did 
recognise that in jute also a situation was developing, and here was 
a problem which must be faced. In regard to tea the Finance. Minister 
was more cautious. But he was aware that in a transition horn a 
sellers' market to a buyers' market, prices may drop below remunera
tive levels; the process was inevitable though it could, never be regarded 
wi th equanimity. 

There is the general question of depression of prices like the one 
which has hit the tea industry, the threat to employment which it 
brings and the problem of alleviation of distress. There is a more 
specific problem, when production depends on price .expectations, of 
the attainment of targets set up in the Plan, Tha t the Planning 
Report d id not consider the subject at al l is not only a gap in the 
price policy outlined in the Plan but a major and inexplicable omis
sion in the Plan itself. It should not have been left to the Finance 
Minister to f i l l up the gap as an after-thought. For it i . , not merely 
a question of making explicit what was impl ic i t in food policy. 

There is much more to it than meets the eye. The extension of 
price support in a discriminating way is not enough. There is the 
question of devising a suitable machinery for implementation, need 
for laying down the criteria by which can be judged what level of 
prices are to be supported and how, a whole range of problems that 
cannot be left to the horse sense of the Commerce Ministry. Tea is 
an instance in point. Though no targets of production have been 
set up for tea and it does not figure at all even in the foregin exchange 
budget for the Plan, the Government have been forced to move and 
do something about i t , though the ministers concerned do not hide 
their ignorance of the intricacies of the industry and of the opera
t ion of the international market in tea. They do not presume to 
judge, therefore, whether the l imited bank guarantee the Government 
have offered is a therapeutic dose wi th a curative value. May be 
i t w i l l work, may be it w i l l not. But while the best thought out pro
gramme may fail , while launching upon deliberate allocation of 
resources and guiding production on predetermined lines, surely it is 
necessary to be better armed with instruments of action—such as a 
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well defined price policy w i t h the 
necessary devices for enforcing i t — 
than the Planning Commission 
have thought of doing. 

Fairly early in the report, in a 
section devoted to allocation of re
sources and price policy, the Com
mission discuss how the allocation 
of resources has to be brought about 
when the economy functions partly 
through private enterprise motivated 
by profit expectations and partly 
through Government ownership and 
direction. For the private sector, 
the prevailing price relationships 
are the prime factor in determining 
the allocation of resources. A n d 
even in the public sector, the rela
t ion between costs and returns can
not be ignored. It follows, there
fore, the report goes on to say, that 
a structure of prices has to he main
tained which w i l l bring about allo
cation of resources in conformity 
w i t h the targets laid down in the 
Plan and this must be the consistent 
aim of the economic policy. 

Allocation of resources, however, 
is only one of the objectives of price 
policy, according to the Planning 
Commission. The other is that of 
ensuring iS reasonable equality of 
sacrifice " among the different sec
tions of the people. This requires 
financial as well as physical controls. 
While the Commission had been 
duly impressed by the necessity for 
maintaining the structure of prices 
which w i l l ensure the right alloca
tion of resources needed by the 
Plan, they are concerned exclusive
ly wi th the sort of problem that w i l l 
arise when, as they expect, money 
incomes rise more rapidly than pro
duction and w i t h the possibility of 
inflation distorting the, relationship 
between sectional price levels lead
ing to a diversion of resources to 
purposes which militate against the 
requirements of development. If 
continued for a long time, they 
rightly apprehend, this w i l l cause 
economic instability and give rise to 
social unrest, 

In this exclusive concern w i t h the 
possibilities of inflation, the Com
mission entirely neglect the situa
t ion we are now in, They have not 
mentally moved from the atmo
sphere of inflationary pressure in 
which they drew up the Draft Out 
line of the Plan. This was undoubt
edly one of great inflationary pres
sure. Broadly, as has been argued 
elsewhere in this issue, the increase 
in money incomes resulting f rom de
velopment expenditure w h i c h is 
allowed to flow into consumption 

may be left to take care of the 
planned increase in the production 
of consumer goods. Here the two 
aggregates tend to be equal. The 
disparities that may occur w i l l be 
l imited to demand and supply of 
particular commodities over which 
the total consumer spending w i l l be 
distributed. There is no such neces
sary equality in the case of com
mercial crops, for example, which 
are grown for export or which 
serve as raw materials for manu
factures intended for exports, and 
are, therefore, dependent on fluctu
ating foreign demand- This is the 
Achilles heel of mixed economy and 
of planning outside a closed system. 
What happens if the price incentive 
necessary to step up production to 
the target level is out of alignment 
w i t h the wor ld prices of the export 
goods? Apar t from this inherent 
weakness of planned development, 
how are the relative prices to be de
termined and maintained? A re
version to procurement prices of 
foodgrains as a type model is un
helpful in this context, for the simple 
reason that un t i l food imports are 
entirely done away w i t h , procure
ment prices can be maintained at a 
high level so long as they serve the 
purpose of bringing more foodgrains 
into Government stores and help to 
dispense w i t h food imports at a 
higher cost. 

price support necessary 
holding of s tocks and a lso extens ion 
of credit, The Planning Commis-
sion have commended in glowing 
terms the raising of the bank rate 
last November and restriction of 
credit that followed i t , for cur ta i l 
ing aggregate demand and thus 
helping to reduce the inflationary 
pressure. Is the logic of restricting 
credit on the one hand and extend
ing i t , under Government guarantee, 
on the other, also impl ic i t in some 
other statement which some member 
of the Cabinet may have made some 
time in the past and has it been left 
over for elucidation on a future oc
casion? H o w the banks are expect
ed at the same time to provide i n 
dustry w i th working capital of a 
' planned ' magnitude, w i l l also have 
to be elucidated at the same time. 
W i t h so many markets developing 
weakness in one form or another, 
surely no special provocation w i l l 
be needed for clearing the air. 
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