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Excess of demand for food grains over supply will continue as the dominant characteristic of the Indian econo

my at least till 1970-71. But the gap between demand and supply may not he very wide if an average annual rate of 

growth of 5 per cent in agricultural output is achieved during the fourth Plan period. 

The implications of excess demand for foodgrains, nevertheless, have to he carefully examined and the neces

sary institutional arrangements made in the interests of economic growth and price stability. 

MODERN economic analysis re-
gards excess demands as the 

basic factor causing inflation. This is 
largely indicated in developing econo. 
mics where the attempted rate of in
vestment is substantially higher than 
the voluntary or mobilised rate of 
saving. Part of the investment may 
be financed through external borrow
ing; but the uncovered gap is often 
bridged through created money. The 
possible adverse effects of increased 
money supply arising thereby may 
partially be neutralised by hoarding or 
monetarisation of the barter-based 
pockets in the economy. The utilisa-
tiun of idle capacity that might exist 
in directly productive sectors or the 
shortening of the average frutition 
lag of investment programme may also 
partially offset the net increase in the 
aggregate demand generated through 
deficit financing. Despite all these, if, 
supply falls short of demand, then-
will develop an inflationary pressure. 
This has been recognised by the 
monetary authorities of the country, 
the Reserve Bank of India, when they 
maintain in their Report of Currency 
and Finance for the year 1963-64 that 
the recent rise in prices in India is 
"basically the outcome of the widen
ing gap between aggregate demand 
and supply (p 1 ). The same pheno
menon is also more cogently ana. 
lysed by K N Raj. Though ex
cess demand appears to be the over
all feature of the current economic 
situation in India, nowhere else is it 
as acute as in the case of food-grains. 
We have already analysed the current 
demand for and supply of food grains 
and their projected trends for the rest 
of the Third Plan period have already 
appeared in these columns earlier-
The present exercise is to extend the 
analysis to the Fourth Plan period. 
These estimates may be related to the 
entire economy as well as to the urban 
population which is likely to expand 
more rapidly as compared with the 

rest of the economy. 
Agricultural productivity, in general, 

is influenced by a large number of 
factors such as the area of cultivable 
land, cropping patterns, ownership 
structure, market environment, organi
sation and management of land, 
irrigation facilities as well as the use of 
fertilisers, seed, and manures and im. 
proved implements. It may be mention
ed that in older agrarian communities 
with a given ownership structure the 
growth of agricultural output would 
largely be a function of the application 
of intensive methods of cultivation.3 

In the earlier stages, the available 
irrigation potential might be tapped to 
the best advantage. But when the 
scope for further extension of irrigation 
becomes narrow or costlier increased 
reliance may have to be placed on 
bringing more areas under better seed 
improved implements, chemical fer
tilizers, pesticides, etc. It should 
however, be recognised that even the 
best methods of intensive cultivation 
may flounder against badly conceived 
and implemented institutional arrange
ments.1 Even where peasant farming 
provides the basis of agricultural 
organisation suitable market environ
ment in the form of incentive prices, 
appropriate marketing and credit fac
ilities may have to be made more effec-
tive as stimulants to agricultural pro
duction.' For, there is very little 
evidence to support the theory of the 
backward sloping supply curve in agri
culture.6 At best it may be maintain
ed that where the bulk of the peasants 
live below the margin of subsistance, 
any increase in food production may 
result in increased farm consumption 
lather than in enlarged surplus. But 
insofar as the middle and rich peasants 
account for the bulk of the food pro
duction as well as the marketed surplus 
an appropriate market environment 
may be expected to have a favourable 
impact on agricultural output as well 
as on the rnarketable surplus. The 

opening up of the country through a 
widespread network of transport and 
communication and the glimspes of 
urban life as seen through the mass 
media of communication such as 
films seem to induce the farmers to 
market a larger proportion of a given 
output in order to enjoy some of the 
comforts of urban life7. 

It is true that all that is marketed 
by the farmers does not enter the 
urban market. This may be designated, 
for our own convenience, as gross 
marketed surplus. A part of what is  
marketed immediately after harvest 
may be bought back by the farmers 
themselves at later stages at higher 
prices in order to provide for their 
requirements of seed or consumption. 
A part of the surplus may be consum
ed by the non-agricultural rural 
population.8 When these are deducted 
from the gross marketed surplus the 
remainder, which may be called the 
net marketed surplus, is made avail
able for consumption to the urban 
sector for for export, beyond the level 
of self-sufficieney). In India, how
ever, the net marketed surplus along 
with the net depletion of inventories 
and net imports constitute the effective 
supply of food-grains in the urban 
market. 

There is no precise or uptodate esti
mate of either gross or net marketed 
surplus covering the entire aconomy. 
Attempts were made by official agen
cies to collect figures of net marketed 
surplus for wheal and rice in a few 
States in 1955-56 and I956-57 respec
tively. They seem to be the latest at
tempts made. The Average of net mar
keted surplus of rice in 10 states in 
1956-57 was about 31.4 per cent of 
the total rice output. In 1955-56 the 
average of net marketed surplus of 
wheat in 5 States constituted about 32.7 
per cent of the total production.9 The 
official estimates seem to include the 
'buy back' of the cultivators. Neverthe
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less, these ratios would provide a 
rough measure of the net marketed 
surplus in the Indian economy. 

Project Demand 
With these clarifications about the 

concept of marketed surplus we may 
now proceed to examine the supply 
position of foodgrains at present vis
a-vis the demand. We may also pro
ject the demand for food-grains upto 
the end of the Fourth Five Year Plan, 
i e 1970-71. Applying different rates of 
growth to food output we may esti
mate the quantum of food production, 
that is likely to be realised by 1970-71. 
We may also project the net marketed 
surplus that may be required by the 
end of the Fourth Five Year Plan. It 
is hoped that these projections would 
throw some light on the excess demand 
phenomenon noticeable in foodgrains. 

The total food-grains productarion 
was about 81 million tonnes (1 tonne 
- 1 metric ton = about 2204 lbs) 
during 1960-61. About 10 million ton
nes of this (i e, 12.3 per cent of total 
production) are treated as retention by 
the farmers fur use as seeds, live
stock feeds, waste etc. Two-thirds of 
the remaining 71 million tonnes are 
said to have been consumed in the 
rural sector. Applying the ollicially 
estimated ratio mentioned earlier, we 
would get the figure of 24 million ton
nes as net marketed surplus. On a per 
capita basis, however, the amount con
sumed in the rural sector could be re
garded as an irreducible minimum. Rut 
in view of the fact that 5 to 10 per 
cent of the farmers account for 60 
per cent of the net marketed surplus, 
any increase in the output of these big 
farms may be expected to bring about 
a more than proportionate increase in 
the net marketed surplus, their staying 
power remaining unchanged. For the 
same reasons, stagnated agricultural 
output in the face of growing popula
tion may bring about a less than pro
portionate reduction in the net market
ed surplus though in this process it 
might cut into the per capita consump
tion of food-grains of the bulk of the 
small peasants and landless agricultural 
labour. In so far as the relative prices 
move against the agricultural sector the 
farmers may have to restrain their con
sumption further in order to buy a 
given or increased amount of urban 
goods required for their consumption 
or agricultural operation. Though 
analytically such marginal relationships 
between increments in output and in
crements in net marketed surplus as 
well as the impact of the varying terms 
of trade on the net marketed surplus 
are conceivable, no empirical quantifica

tion is available for use in the projec
tions about net marketed surplus. 
Hence we have to rely on per capita 
rural consumption at a constant or 
increasing level as the basis of estima
ting net marketed surplus. 

The Third Five Year Plan document 
had made a projection that India 
would need 100 million tonnes of food-
grains by the end of 1965-66. 10 This 
target might indicate the aggregate 
agricultural output required to attain 
self-sufficiency, a concept which ins 
been employed in the body of the 
Third Plan document. It could also 
imply the 'production potential' of a 
given investment programme consistent 
with a minimum nutritional standard, 
A 'self-sufficiency' target normally may 
or may not allow for import of food-
grains. Besides, it might refer to the 
minimum required to maintain a given 
level of consumption through a rigor
ous system of rationing and control. 
However, the Plan documents seem 
to have set this target as a production 
potential with no net imports of food-
grains. But with the stagnent foodgrains 
output in the first three years of the 
Third Plan, the food-grains target 
seems to have been revised downward 
to 90 million tonnes in the recent 
documents of the Planning Com
mission. 11 Assuming that this target 
would be realised over the remaining 
years of the Third Plan it is likely 
thai there will be an overall shortage 
of about 7 million tonnes covering the 
entire economy and a gap of the same 
order might arise between the net 
marketed surplus and the urban de
mand unless it is covered through 
imports. 12 

The recent Indian Census placed 
India's population around 439 million 
in 1961. It is believed that population 
is presently growing at 2.4 per cent 
per annum and that it might touch a 
figure of 492 million by 1965-66 and 
555 million by 1970-71.13 If in view 
of the enlarged programme of indu-
trialisation the urban population may 
be assumed to claim about 20 per cent 

of the total population then the actual 
urban population might register an 
increase of about. 33 million over the 
decade 1960-61 to 1970-71. 

In order to reach the minimum 
nutritional standards for India's 
population, it is believed that 403 
grams of cereals and 104 grams of 
pulses are required per head per day. 
But the actual avaiability at present 
is only about 373 grams of cereals and 
65 grams of pulses.14 In accordance 
with these standards, the total amount 
of cereals and pulses needed over the 
period upto 1970-71 was estimated as 
in the table below : 

These are net figures excluding the 
12.5 per cent of the production of 
foodgrains that is currently used for 
seed, animal feed, wastage and manu
facture of non-food products. The 
gross production to be aimed at would 
be 82.7 million tonnes of cereals and 
21.4 million tonnes of pulses by the 
end of 1965-66; and 93.3 million 
tonnes and 24.1 million tonnes of 
pulses by the end of 1970-71 with the 
set nutritional standards. Assuring 
that about 30 per cent of the produce 
may be entering the urban market, 
the net marketed surplus should be 
around 31 million tonnes and 35 
million tonnes in 1965-66 and 1970-71. 
respectively. These estimates, however, 
assume that food habits would gradu
ally change from cereals and pulses in 
favour of fruits, vegetables. milk, 
meat etc. 

The planned targets envisaged need 
not necessarily correspond to the 
estimates made on the basis of nutri
tional standards. Assuming that there 
will be 2.4 per cent population growth 
per annum and an increase of 66 
rupees in per capita incomes, there 
will be a need for at least 13 percent 
increase in food over and above the 
level that would be obtained in 
1965-66. This means that the demand 
requirement by the end of the Fourth 
Five Year Plan will be 110 million 
tonnes. This figure is arrived at on the 
assumption that there will be no 
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change in the level of per capita con
sumption as compared with 1960-61. 
The Perspective Planning Division has 
already worked out that the demand 
requirement by the end of 1970-71 to 
be about 122 million tonnes on the as
sumption that the per capita consump
tion of food-grains would be improv
ed from the per cent 163 kilograms 
to 186 kilograms. 15 Over the same 
period, the relative growth of the 
urban sector, might give rise to an 
additional demand of about 40 per 
cent at constant levels of consump
tion. This would mean that the net 
marketed surplus should be about 40 
million tonnes by 1970-71. If we 
allow for an increase of 12 percent in 
the percapita consumption the net 
marketed surplus may have to be in 
the neighbourhood of 45 million ton-
nes by the end of the Fourth Five 
Year Plan, 

The actual supply position, on the 
other hand, may ultimately turn out 
to be different from the nutritionally 
desirable targets and/or planned targets 
as described above. The Perspective 
Planning Division has assumed 5 per 
cent rate of growth of food-grain by 
1970-71 which means that the supply 
position will be 112 million tonnes 
which will be exactly equal to the 
planned target at the existing per capita 
consumption. But the past trends in 
food-grains production do not seen to 
justify this assumption. In the first 
ten years of planning, there has been 
an increase in food-grains' output by 
slightly more than 40 per cent ie 4 
percent per annum. Part of this in
crease is said to be on account of 
better reporting and coverage. Of the 
balance a major part is attributable 
to extended area of cultivation rather 
than to increased yield per acre. 14 

And in the Third Plan, the annual 
average growth of food-grains may 
range between 2 and 2.5 per cent. 
Perhaps with better irrigation facilities 
and larger inputs like fertilisers, manu
res, seeds, pesticides etc and with 
improved organisational arrangements 
it should be possible to have 4 percent 
growth per annum in food-grains, 
during the fourth Plan Period. Under 
this assumption, the food-grains 
output by 1970-71 would stand around 
105 million tonnes leaving a gap of 
about 7 million tonnes between the 
projected demand requirements at the 
existing per capita consumption and 
supply. If we allow a 12 percent in
crease in the per capita consumption 
of the entire population the excess de
mand phenomenon would become as 
large as 17 million tonnes. 

Even if we assume 5 per cent rate of 
growth in food-grain's output there 
will be an excess demand for food-
grains of about 10 million tonnes, if 
the per capita consumption is allowed 
to improve by 12 per cent. If output 
turns out to be 105 million tonnes by 
1970-71, the net marketed surplus 
may actually be around 32 million 
tonnes, while the required marketed 
surplus would be about 40 million 
tonnes. Even if the total food-grains 
output reaches the target of 112 mil
lion tonnes the marketed surplus may 
not exceed 34 million tonnes thus 
leaving an uncovered gap of 6 million 
tonnes, on the basis of a constant level 
of consumption and more than II mil-
lion tonnes when a 12 percent increase 
in the level of urban consumption is 
allowed for. Thus, there seems to be 
no escape from the fact that the ex
cess demand phenomenon in food, 
grains would continue to persist till 
the end of the Fourth Hive Year Plan. 

To conclude, excess demand in 
food-grains is likely to continue as the 
dominant characteristic of the Indian 
economy at least till 1970-71. But the 
gap between demand and supply may 
not be very wide if an average rate of 
growth of 5 per cent could be realis
ed in agriculture during the Fourth 
Five Year Plan period which case im
port of food-grains may have to 
continue. But the implications of ex
cess demand will have to be carefully 
examined and the necessary institu
tional arrangement made in the in
terests of economic growth with price 
stability. Much would, obviously, de
pend upon the rate of growth of out
put of food-grains in the next seven 
years. The higher the supply elasticity, 
the larger would be the growth poten
tial and the lower the price instability. 
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cutta No. 2 have been devoted to sup
plying the Ordnance Factories. Special
ised lines have been established to pro
duce highly accurate components which 
have necessitated the purchase of addi
tional plant and equipment. 

Machinery Building 

There is now a need to increase the 
installed capacity of our Machinery 
Building Section and we have applied 
to Government. We hope to have the 
additional equipment operating within 
the next two to three years. Through
out the year we continued to export 
machinery to overseas customers and 
our associates. 

Research Department 
The Research Department continues 

to play a major part in the develop
ment of the Company. During the year 
our Customer Research Canning Labo
ratory commenced operation. This addi
tional service to the canning industry 
will assist in resolving problems involv
ing canning technology. Additional 
buildings arc being constructed for a 
new Paper & Board Laboratory as well 
as for the expansion of the existing 
laboratories. In collaboration with our 
suppliers a steady reduction in the im
ported content of many essential finish
ing and process materials is being 
achieved. 

Technical Development Division 
Despite heavy calls on T.D.D.'s ser

vices to assist Calcutta No. 2 with 
Defence work, there has been continu
ed progress in the development of im
proved tamperproof containers and 
closures. Its development of new manu
facturing techniques has contributed to 
the improved productivity of the pro
duction units. 

Visits From Associates 
During the year we received much 

valuable advice from our Consultants, 
some of it on the spot. In particular 
we had pleasure in welcoming Mr K D 
Brough who, apart from being a mem
ber of our Board, is Managing Director 
of The Metal Box Company Overseas 
Ltd and a Director of The Metal Box 
Company Ltd. We were able to discuss 
with him pressing current problems, 
in particular, the procurement of plant 
and raw materials. 

Other visitors from our Company in 
the UK and other associates abroad 
were: Lord Murray of Newhaven, KCB, 
who has recently joined the Board of 

The Metal Box Company Ltd, Mr V E 
Bowyer, Head of Staff & Personnel 
Division of The Metal Box Company 
Ltd, Mr D I Allport, Territorial Officer 
for Asia and Mr J G Nicholson, Head 
of Administration of The Metal Box 
Company Overseas Ltd. Technical visits 
were made by Mr R L Bowyer, Mr 
J H Brown and Mr J D Flemingham 
from Metal Box's U K staff. Other 
visitors included Mr R L Perin, Viee-
Chairman of Continental Can Company, 
Inc. and Dr Adolf Mannicke, Head of 
Marketing, Advertising and Sales Con
trol Department of Schmalbach's, West 
Germany. The very considerable know
ledge and experience of these visitors 
was of great use to us. in planning our 
development programmes. 

Employee Relations 
The past year has not been a parti

cularly happy one from the viewpoint 
of labour relations in the country. The 
man-days lost as a result of strikes 
and lock-outs (7.3 million against 3.3 
million in 1963) reflect the general 
unrest generated by the sharp rise in 
prices and their impact on the cost of 
living. Against such a background, it 
was perhaps inevitable that we too 
would have to face our share of turbu
lence. 

Nevertheless, the year began well in 
Bombay where a comprehensive bipar
tite agreement, due to expire in Sep
tember 1965, was concluded with our 
daily rated employees. However, an out
side union continued to press its de
mands on behalf of a minority, and the 
matter eventually went before a tribu
nal which gave its award in our favour. 
In Mangalore, failing an agreement on 
wages, adjudication became necessary. 
Although the tribunal upheld our con
tention that there was no case for re
vision, we are continuing our efforts to 
get our relationship with our employees 
there on a more satisfactory footing. 
In Madras, negotiations on the renewal 
of the agreement with the monthly 
rated staff are proceeding satisfactorily. 

Our real trouble spot has been Fari-
dabad where an outside union, which 
we do not recognise, incited our work
ers to adopt go-slow tactics in spite of 
the fact that all the pending disputes 
had been referred to a tribunal. Matters 
came to a head in March when the 
workers resorted to a sustained go-slow 
campaign with intermittent sit-down 
strikes, leading to a situation where a 
lock-out had to be declared. This 
regrettable step was taken only when 
it became quite clear that without it a 

lasting solution to the malaise would 
not be possible. We hope that the res
toration of normal relations between 
the Company and its employees in 
Faridabad will not take too long to 
achieve. 

The three-year agreement on Pros
perity Bonus expired this year, and 
future arrangements wi l l have to 
be in accordance with the Bonus Ordi
nance. 

Training continues to be regarded 
by your Company as being highly im
portant. This year ten Indian officers 
were sent for specialised training to 
the U K: one senior manager attended 
the Administrative Staff College at 
Henley, At the Company's Training 
Centre in Calcutta two General Manage
ment Courses were attended by twenty 
eight officers of whom two came from 
associates in South East Asia. In all, 
there have been twelve such courses 
since their inception and over 80% of 
our management have participated in 
these with beneficial effect. We also 
organised a residential course on Sales 
Management and three Supervisory 
Courses. These two courses were sup. 
plemented regionally by non-residential 
courses at the Factories. 

I am happy to be able to mention 
once again the assistance received 
from the Company's employees in our 
activities and I wish to thank all of 
them and the management for another 
year's successful effort. 

Board Changes 
Your Board has been strengthened 

by the addition of an experienced indus
trialist from Bombay, Mr Akbar Hydari 
and Mr D I Allport, Metal Box's Ter
ritorial Officer for Asia. Mr Chiswell 
Jones whose services with the Group 
in Italy have prevented his attending 
our meetings gives up his seat on the 
Board. His resignation wil l be accepted 
with particular regret, his services to 
the Company as Chairman and Manag
ing Director over a period of seven
teen years have made a lasting contri
bution to your Company's develop, 
ment. 

Nehru Memorial Fund 
The Company has made a contribu

tion to the Nehru Memorial Fund of 
Rs 61,600 in accordance with the re, 
commendations of the Indian Engineer
ing Association. 

Note: This does not purport to be a 
record of the proceedings of the 
Annual General Meeting". 
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