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PREFACE 

An appropriate and ef feet ive price policy is~ an essen

tial ingredient for ensuring the process o:f sustained g1 owth 

in the agricultural sector. Inasmuch as this sector still 

d··)minates i:he total economic scenario in :the countJ:"y, more 

sw:-eJ y in 1:erms of output a'ld employment, the behaviour of 

agricultural prices is bou:'}:i to have im:portant eff-ects on 

non-agricultural prices through a network of forward and 

bacb.rJard linkages. Thanks to the recent strides in the 

Jndian economy inclu::ling the growing transformation of the 

e<;-"r-icul tural sector in mar1y parts of the country, the farm 

ncn-f arm price tr a::le-off s have assumed crucial significance. 

J:,g ain, thanks to the increasing involvement of the 1 arge 

mc"ss of agricultural producers in commercial trans~ctions, 

39::-icultural prices have started touching ;upon the welfare 

a71d living standards of practically the whole rur·al community. 

In brief, agricultural prices are of great political and 

·onomic significance in the present-day Indian economy. 

Every economy has to f armulate a suitable price policy 

in accordance with the realities of its ovm situation. In 

spite of the tremen::'lous expansion registered by Tndian 

agri cult LWe since the inception of planning, we have not 

been able to tide over the fluctuatioi1s in production and 

consequently in prices. Hild ups and dov:;:1s in agt icul ture.l 
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J ·~ ~ 

proJuction and pri-::es can pe'ver be ruled out, yet it is 
;· ·;;; ' 

'J, 'I ' . . 

the big upst¥ings a'1:l/or doym~p·dpg:;; as also the frequency 
' ' 

of their occurrence that distorts the planning vision of 

the producers, and injects in them, a high degree of 

uncertainty. 'Ib- achieve a reasonable degree of price 

stability the need for government intervention, therefore, 

st anj s un:li sputed. 

The basic objective of this stu:ly is to cond u:::t an 

inq~iry into the effect that government intervention has 

h~d on the variability of agricultural prices of major crop 

groups for selected states. ~ attempt has been made to 

study variability from different angle~, for harvest as well 

as wholesale prices. To lend analytical rigour to the 

analysis of price variability, concrete hypotheses have 

been formulated and each case under study, empirically 

tested. 

It is hoped that this study will throw some additional 

1 ight on the existing literature. 
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CHAPTER 1 

-r.ic .:ASE FOR ~ICE INTERVENTION 

For the development of the agricultural sector of a 

de vel oping economy, pol icy interventions have to be pur sued 

on many different ·fronts and in varying combinations. Build

ing infrastructural facilities, creating rural institutions, 

evolving new technol~ical packages, providing effective 

marketing support, etc. ore the major areas of policy inter

ve~tions. Needless to say, such interventions have to be 

pushed through in a complementary fashion so that laxity on 

one front may not defeat the effects of others. Although 

one may discover recommendations only for tenancy reforms 

in studies dealing with agrarian realities; for technol"gi

cal input-use patterns in studies concerned with backward 

agriculture; for granting price and other market incentives 

in studies focussed on marketing problems, and so on, yet 

the macro-development nuances should not be lost when the 

overall position of agriculture is to be seen. "Yet, in 

its own right, each such study sheds deep insight into speci

fic aspects connected with agricultural growth and develOP

ment. Of late, the aspect of marketing support, or more 

expressly, the price policies pursued by many developing 

economies, has acquired unprecedented importance. Nearer 

home in Indianever before have the farm lobbies been so 
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articulate in demanding higher product prices and other 

related concessions. Never before has the issue of farm 

prices invited so much debate and public concern, especially 

because it is becoming an area of great political significa-

nee both to the ruling political party as also the opposi-

tion parties. In many cases, J.mpressions are thrown out, 

probably more in speech than in writing, that the price 

policies pursued by the government have not been of much 

benefit to 1he farmers. In brief, the area of price policy 
fLA U. 

and its growth effects is still :..':·"'-= of controversies and - --~ 

political heat. 

Price intervention for agricultural development has 

to contend with a number of special features that emanate 

from the nature of demand and supply functions for this 

sector. we may briefly familiarize ourselves of the basic 

differences between the nature of production, demand and 

supply peculiarities, in agriculture contrasted with those 

in industry and trade, etc. There are substantial diffe-

rences in the.natural conditions under which production 

must be carried on, and in the sociological background, 

which lead to important differences on the supply side. 1 

Many agricultural products are joint products and 

the costs attributable to the various products, cannot be 

separated as they often can be in industry. As a general 

rule, farming in the old, densely populated develOping 



economies, especially in situations of ever declining land:man 

ratios is undertaken in small-sized units and gives compara

tively much less scope for the division of labour and large 

scale organisation which is typical of industry in most cases. 

In 'fact it is the agricultural sector which comes nearest to 

being justifiably called perfectly competitive much more than 

industry. 

The agricultural industry is 1 argely of a seasonal nature 

and further, because of the impact of weather and bjdogical 

factors, yields of farm products vary considerably from season 

to season, and quite often, even in nearby locations. Even in 

the situation of an improved technological product ion plan 

accompanied by the observance of improved farm practices, the 

final output is never in the hands of the tiller; his hard 

work, intelligence and conscientiousness cannot tide over the 

vagaries of nature which may overtake him suddenly and un

expectedly. Then very often, supply adjusts itself very slowly 

to price changes - there is a lagged response bet~Jeen changes 

in price and the consequent change in supply. In some cases, 

the change in supply becomes cyclical in nature, generating 

what are known as cob-web fluctuations in prices. Such cob

web price fluctuations are rather unheard of in the case of 

industrial products. 
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Even now, in many poor, developing economiE:~s agricul-

ture is often regarded as a way of life as well as a means 

of livelihood, so that political, social and other non-

economic considerations influence its organization more 

than that of other forms of activity. 

Finally, it may be said that on the whole, agric11lture 

1:-equires a much greater proportion of land, in relation to 

its employment of other factors of production, than does 

industry. 

And Land as a factor of production has some distinct 

characteristics, 2 which are of great significance to econo-

mists and farmers: 

a) Land is pre-eminently subject to diminishing 
return; 

b) Land is limited in quantity - its supply is not 
inexhaustible; and 

c) Land is heterogeneous in quality. 

In turn, these factors come into operation because of 

the unchecked population growth. 

On the demand_.§id~ the differences, though important, 

are less clear-cut. Agriculture is largely concerned with 

the production of a basic necessity of life, viz. food. Thus, 

as a higher standard of living is made possible with techno-

logical and economic growth, we cannot expect the demand 

for agricultural products to increase as -rapidly as does 
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th~ demand for indust1·ial products. Thus in gen~?ral, agri

cultural sector grows less rap1dly than it~ industrial 

countE·rpart and the number of people employed in it decline, 

as development proceeds. Moreover, at any given time the 

demand for agricultural products is relatively price-inelas

tic. Moreover, the nature of ag·ricultural products is such 

that, they are generally perishable and it is more difficult 

to postpone their consumption for long. 

These differences between agriculture and industry, 

have their own implications for the behaviour of agricul

tural prices and the need for government intervention. 

In a perfectly competitive market system, the prices perform 

a number of functions. Firstly, prices equate demand and 

supply and hence help to clear the market, such that 

producers can maximise their profits and consumers can 

maximise their utility. secondly, the allocation of 

resources among commodities is efficient when, for each 

commodity the condition Price=Marginal Cost is satisfied. 

Since in equilibrium, price is equal to margin2l cost 

for every industry in a perfectly competitive market, it 

follows that universal perfect competition fulfills the 

condition for 2-!l.QS2~~eff.!S!~ncy by ensuring that Price 

equals marginal cost in every industry. 

A graphic interpretation of allocative efficiency 

may be shown as follows: 

Consider a competitive industry, where forces of 
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demand and supply establish a competitive ptice. Because 

the industry supply curve represents the sur.~ of the Marginal 

cost curves of the firms in the industry, the market-clear-

ing price is one at which price equals marginal cost. In 
I·\ 

figure (1), such a price is shown asp* and the correspond-

! ng output is q*. For every unft produc~ up to this output, 

the value consumers would be willing to pay, as shown by 

the demand curve DD', is greater than the opportunity cost 

of the resources used to produce it, as shown by the S=MC 

curve. 

cost.) 

Price 
per 
unit 

\ 
'· 

( 1rJhere s denotes supply and MC denotes marginal 

D 

\S 

0 

I I 
•Consum:Je 
surplus 

producer_• 
·s~plu 

n• 

rJ.o* Quantity 

The shaded area above P* viz. DEP*J represents the consumer • s 

surplus - a concept we are all familiar with, in micre-
"ti-.e.Dr.:J 

economic.~ The area SEP* below P* is the producer • s surplus. 
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This concept is analogous to that of consumer's surplus. 3 

It is the excess of producers• receipts over the minimum 

that would have to be paid to persuade them to prcrluce a 

given quantity. Since a firm will produce any unit that 

will at least cover its marginal cost, all that needs to 

be paid to call forth q* units of production is the area 

below the marc;;rinal cost curve. Since actual receipts are 

the whole area p* times q*, the producers• surplus is the 

light shaded area between the MC curve and the pr lee P* 

viz. SEP*. 

The two shaded areas DEP* and SEP*, together represent 

the sum of consu11ers• surplus and producers• surplus. Micro 

economic theory tells us, that ~ll~§ti~ efficiency is 

achieved when the sum of the surplus is maximised. This 

occurs at the price and output P* and Q* respectively, where 

price equals marginal cost. The perfectly competitive 

market price, P* provides exactly that signal. This can 

be directly compared with the situation prevailing under 

imperfect competition e.g. a monoP9listic market structure, 
(1•1) 

which has been depicted in figure 0·2). We have seen that 1 

allocative efficiency requires that Price equals marginal 

cost so that consumers pay for the last unit purchased, an 

amount just equal to the opportunity cost of producing that 

unit. However, at the monopoly output 1 price is greater 
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than marginal cost a;1j consumers thus pay for the last 

unit, an amount that exceeds the opportunity cost of produ-

cing it. 

y 

Price 

per Pm 
:Me 

unit. 

P* 

("' 

MR D 

0 

~-.-~--------L---------~------------~--~~,X 
5:~- Q* Quant i_ty 

!< 
Figure ·(l-2) shows how a monopolist• s profit maximising equi-

librium is arrived at, by equating marginal cost with 

marginal revenue (point C) at the output on. This output 

is produced at a marginal cost of CM and sold for a much 

hiqbt>r price of Pm. The shaded area AEC in figure /·2, shows 

the gain in consumers• plus producers• surpluses that would 

occur if price were reduced to P* and production increased lo 

Q* (as occurs through the free price-mechanism under perfect 

competition). This has sometimes been described as the 

"deadweight loss" due to the allocative inefficiency of 

monopoly ~r any other imperfectly competitive market 
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structure, where firms face downward- slop1 ng demand curves). 

A third function of the "invisible han;l" or the price-

mechanism is that prices serve as signals to entreprenet.:Jrs 

to allocate their investment funds in the d•:!sired channels. 

Thus, on theoretical grounds, price mechanism helps to 

optimise welfare and resource allocation. It is logical, 

therefore, to question the need for interfering with the 

normal functioning of market forces. If agricultural market-

ing indeed conforms to the norms of perfect competition, 

such interventions would inject unnecessary distortions 

which should not be a happy situation both for producers 

and consumers. 

However, in reality, the normal functioning of 

price mechanis~ is not optimum, because a perfectly compe-

titive market structure in its "pure 11 theoretical form, 

does not exist. The •ceteris paribus• conditions which 

are postulated to enable prices t'o perform the optimal 

functions, are most often absent4 in our sector of concern, 

viz. Agriculture. 

Governments have felt it necessary to intervene in 

the agricultural sector and very often, we find that an 

array of controls, supports an;l subsidies have been built 

into agricultural markets. 

Left to itself, we know that agricultural production 

is subject to large variations due to factors beyond human 
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control: lack of rainfall: invasion of pests: floods and 

other natural events are all capable of reducing output 

to a level well below that planned by farmers, while excep

tionally favourable conditions can cause production to be 

well above the planned level. We may now ask what our 

theory of price predicts about the effect of these un

planned fluci:uations in supply. 5 

Price 

it·~) . 
Figure~$: Fl,E£!;uatioEE_!!L.I?E.!£~_£.§.Y~ed by_E!!I?.!~~ 

!.!E£!E ati O.DL.!!!-~~I?P1Y_Ql?er ~JI I} 9.-2.!! , 
elastic and inelastic demand curves. ,, -- -------------- -----

·S 

p2 

pl 
2 

pl 

pl 
3 

p3 
'-......De 

-k---· 
0 02 Ql 0~ quantft~ 

II:;''; 
. In figure ~'f, the supply curve S, shows the total quantity 

that farmers desire to produce and offer for sale at various 

prices. If there are unplanned variations/fluctuations in 

agricultural output then, _2ctual output and sales will 

diverge from their planned level. 
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Two demand curves have been drawn, one is relatively 

elastic (De) and the ~ther is relatively inelastic (Di) 

over the quantity range frool o2 to o
3

• 

In a world in which plans were always fulfilled, price 

would settle at the equilibrium level of P
1 

with output o1• 

But unplanned output fluctuations will cause the actual 

price to fluctuate. If, for example, the crop is poor so 

that the actual production is o2 , then a shortage will 

develC>p~ prices will rise to P
2 

in the case of demand curve 

. d t 1 . the f h h D1 an o P2 ~n case o curve De. In eac ca~e, t e 

quantity deman::'ied will be reduced to a poi. nt at which it 

is equal to the available supply. If, on the other hand, 

growing conditions are very favourable arrl actual pro:iuction 

exceeds planned production, a surplus will occur and price 

will fall. For example, when production i~ o3 , price will 

fall to P3 in the case of curve Di and toP~ in the case of 

curve De. In each case, the fall in price increases the 

quantity demanded sufficiently to absorb the extra unplanned 

supply, but the fall in price will be larger when the demand 

curve is Di than when it is De. we have,thus, derived the 

following prediction: Unplanned fluctuations in output, 

will cause price variations in the opposite direction (the 

higher the output, the lower the price); for given output 

fluctuations, the smaller the elasticity of demand for the 

product, the larger the price var lations. 
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Nm~.• we may consider the effects on the revenues 

received by farmers from the sale of their crops. Total 

revenue is the product of th~ total quantity sold and price 

of the product in question. 

{TR = Price x quantity). 

Drawing upon the relationship between demand elasticity 

and total expenditure/revenue we find that: 

(a) If elast~_city of demand exceeds unity (elastic 

demand) then unplanned increases in supply will raise 

the farmers• revenu~s while unplanned decreaees in supply 

will lower them. 

{b) If elasticity is less than unity (inelastic demand) 

then, consumers• total expenditure on the product and thus 

farmers• revenues will rise when price rises and fall 

when price falls. Thus, a good harvest will bring reduc

tions in total farm revenues while bad harvests will bring 

increases in farm revenue. 

{c) If the elasticity happens to be unity then farmers• 

r-ev~nues, will not vary as output and prices vary because 

every change in output will be met by an exactly compen

sating change in price, so that total expenditure remains 

constant. 

Agr !cultural markets are subject, not only to short

run instabilities due to uncontrollable changes in output, 



13 

but also, to cyt.lical instabilities due to shifts in demand 

and lagged supply adjustments to price changes. 

Without going into dynamic models at this stage, it 

will suffice to state, that violent price and income flue-

tuations of farmers, have undesirable implications for their 

investment decisions as well. I'f :stability does not exi!3t, 

the farmers' propensity to invest Ls considerably reduced. 

This in turn will have repercussions on growth of agricul-

tural output which in turn sets into motion a chain of 

reactions for the rest of the economy. we need not re-

iterate here that if agricultural development is not sati s-

factory, it acts as a brake on smooth, overall economic 

development of a country. 

//· t.(l 
F ~gure(- : .E.2ll£1!§_9~!.gEed_!_9_§tabil iz!_Eri£e in 

Ql~ fa~--2.L.!:ml?.!~nned f,!.E.£!EatJ.gn§_lE 
~E.EI?lY 

s 
Price 

0 Quant ty 

By referring to figure 4) we can try and illustrate 

how ~he Government may intervene to st abi,l ize price and 
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income. Tle two goals of stable incomes and reasonably 

high incomes may very often conflict with one another. 

A Government policy designed to keep prices stable at P
1 

should work as follows: As production exceeds o
1 

the Govern

ment can enter as a purchaser and add to its stocks (Amount 

o
3
-c

1 
in this example). If ther~ is a shortage, with 

actual production being o2, the Government can sell the 

amount o1-o2 from its stocks. we assume that the Government 

does not consumE· any of the commodity but only hoids stocks. 

If the average level of proouction around which the 

year-to-year figure fluctuates is o
1

, then the Government 

can successfully stabilize price at P1 indefinitely. However 

this policy will not stabilize farmers' incomes. Farmers 

will now be faced with an infinitely elastic demand at 

price P1 : Whatever the total quantity produced, they will 

be able to sell it at price P
1

• For example, if total 

production is o3 , then o1 will be brought by the public 

and o3-o1 by the Government. Total farm income in this 

case, will be given by the area respresenting the quantity 

o3 multiplied by the price P1• 

Similarly if total production were o2 then this 

quantity will be sold by farmers and the Government will 

also sell o1-o2 out of its stocks, so as to keep price 

at P
1

• Total farm income will then be given by the area 

representing quantity o2 multiplied by price P
1

• 
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This analysis shows that, 1f prices are held constant, 

and farmers se 11 their entire product ion each year then 

farmers' incomes will fluctuate in proportion to fluctuations 

in production. This Government policy will, therefore, not 

eliminate income fluctuations but will simply reverse their 

direct ion. No\-1 bumper crops wil1 be· associated with high 

incomes, •JJhile small crops will be clssociated with low 

incomes. (Given an inelastic demand curve D.) 

What then, should a Government's policy be, if it 

VI ishes to stabilize farmers • revenues through its own 

purchases and sales in the open market? Too much price 

stability causes revenues to vary directly with production 

as shown in figureUi·4), while too little price stability 

causes them to vary inversely with production as in the 

free-market case originally considered in figure (h3). It 

appears that perhaps the Government should aim at some 

intermediate degree of price stability. In fact, if it 

allows prices to vary in inverse proportion to variations 

in production, revenues wilf be stabilized. A 10 per cent 

rise in production, for example, should be met by a 10% 

fall in price, and a 10% fall in production by a 10% rise 

in price. 

Each year farmers sell their whole crop. When produc-

tion unexpectedly exceeds normal output,the Government 

enters the market and buys enough'to prevent price from 
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tumbling. Instead it allows price to fc.ll only by the 

s arne pro port ion that product ion has increased above nor.nal, 

and similarly so, for unplanned shortages. 

Thus, as farmers encounter unplanned fluctuations 

in their output, they encounter exactly offsetting fluc

tuations in prices, so that thei·r rev'enues are stabilized. 

If this policy is successful, the following results 

will ensue: firstly, there will be smaller fluctuations 

in the price of thi~ product than if price were determined 

on a completely free market. secondly, total revenues of 

the producers will be stabilized in the face of fluctuations 

in production. Finally the Government scheme is self

financing. In fact, ignoring the costs of storage, the 

scheme will show a profit, because the Government will be 

buying at low prices (below P1) - and selling at higher 

prices (above P1). In this sense, this scheme has a 

financial advantage over the previous one, in which the 

Government completely stabilized prices. In that case, 

the Government would have made all sales and purchases 

at the same price P1 and there would no trading profit, 

to set against the costs of storage. 

The above analysis uses the theory of price to 

illustrate and predict the consequences of some of the 

many types of !';tabilization schemes. It is natural to 

ask that if such schemes have all the advantages outlined 
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above, thet: why is there so much trouble with most of the 

actual stabilization programmes of the Government? 

This is partly because of uncertainty combined with 

political pressure applie1 by farmers. Demand and supPly 

curves are never known exactly in reality, so the central 

authorities do not know what the average production will 

be over a number of years, at each possible price. There

fore, they do not know exactly what level of income they 

can try to achieve while also keeping sales from stocks 

equal to pure hases from stocks on aver age, over a 1 arge 

number of years. If, due to farmers• pressure, the price 

and hence income level is fixed too high it will cause 

excess supply and Government will have to buy unsold crops 

in most years. If stocks continue to be built up over 

the years, they will have to be given away, destroyed or 

dumpe:l thus forcing the price down to defeating the very 

purpose for which they were originally purchased. 

we may thus continue to theorise about the types 

of stabilization programmes and their consequences but 

without going into further ifs and buts, what has emerged 
c !e. Q 'YlJ 

.. -_- -~~,_--,:·from our analysis, is that the~~ for active 

Government intervention in the sphere of agricultural 

price policy~..§ indeed exist in the real world. Its 

proper conception and implementation is, of course, a 

must and one of the reasons why a good policy in theory, 
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fails in pract1ce. In fact even in the u.s •. \.- the cita-

6 del of free capitalism one finds that an important aim of 

Government intervention in agriculture, has been "stabili-

sing, supporting and protecting farm incomes and prices." 

It is well known, that this intervention has assumed 

phenomenal dimensions lately, particularly with reference 

to subsidies to their domestic agriculture and "dumping" 

on the international market. However, that becom~s an 

area for indepmdent research by itself, and will not be 

dealt with here. Government intervention measures should 

aim at improving the bargaining power of small producers 

in relation to distributors and to prevent monopolistic 

and restrictive practices which operate against public 

interest. Moreqver, the state also prescribes standards 

of quality and grading of produce for the benefit of the 

producers. 

All this cannot generally be expected from the 

private producers. Therefore on various ground. s, the 

need for intervention in agricultural pricing, production 

and marketing etc. arises, and. this can plug in several 

loopholes which remain, provided the Government interven
isr 

tion: ·• policies themselves are sound and implemented 

correctly - at the proper time and in a proper manner. 

Since our focus is on the pricing aspect, it may be 

mentioned in this context, that various empirical studies7 



19 

have indicated that although area and output of specific 

crops show varying degree of price elasticity, the price 

elasticity of aggregate farm output in developing countries, 

is not very high. In fact, there are studies to show that 

aggregate output responds more favour ably to techno logical 

changes like increases in irrigated area, adoption of HYVs 

and application of fertilisers etc. than to a mere price 

stimulus. However it may be emphasised, that it is 

generally, not possible to .§_I}St_§.in significant increases 

in agricultural output which may have been brought about 

through new technology ~!_hOE!_££9Vi~lE~ adegg2~_pri£~ 

in~nti~~· As a matter of fact, prices play more effective 

roles after technology of production improves, purchased 

inputs increase in importance, inter-sectoral linkages 

grow apace and economic calculus of farm producers gears 

itself more and more to factor-product price ratios and so 

on. The need for intervention thus gets magnified as 

production structure climbs higher on the technology ladder. 

Needless to say, it has to be a continuous process. 

The grCMth in agricultural output can come about 

through: 

a) increase in area under a crop; 

b) increase in the yield levels of individual crops; 
and 

c) changes in the cropping pattern through shifts 
fran low to high value crops. 
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since prices play an importart role in determining the 

allocation of resources and :i.n inducing capital formation, 

they can af feet all these three factors and consequently 

agricultural ~oduction. 

The changes in cropping pattern can be influenced by 

the movement of relative prices. The yield/hectar~ can be 

enhanced by more efficient utilisation of production resour-

ces which can be induced through favourable commodity prices.· 

In fact price~ can also encourage the a1option of improved 

technology by making it profitable. 

An increase in net sown area or increase in cropping 

intensity, can both increase area under crops and agricul-

tural prices can influence them both. Remunerative agri-

cultural prices can induce cultivation on such lands, which 

were not under cultivation hitherto, by making cultivation 
/ 

on these lands, profitable. Prices can also help to make 

the cultivation of a second crop profitable, where such 

possibilities exist. 

Thus, it may be clearly conveyed, that an appropriate 

price policy does play an important and positive role in 

the development of agriculture, especially when accompanied 

by adequate Investment to promote adoption of new technology. 

In the following chapter, we will review how agricul-

tural price policy was visualized by Irrlian policy makers 

and its main tenets. Before that, we will attempt to 

present a general background of agricultural price policy 
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in different countries, over different time 

itr the prod.uct pattern characterizing it and the de~mand 

outlook confronting it. 

In some countries, demand is less than supply while 

in others demand exceeds supplyr in some countries, a 

single crop dominates while in others a diversified crop 

mix operates. In some countries development of agricultur.e 

takes place through intensification plus extension while in 

others there is scope only for intensification. Thus, in 

short, different countries are faced with diverse agricul-

tural situations and, therefore, different pol icy instru

ments are required to suit the given conditions. A discus

sion of the empirical details of particular situations will 

not be presented here. We will rather broadly outline what 

these general principles are. 

Historically, the main objectives of agricultural 

price policy (in West Europe and USA) have been Price 

stabilization and Income stabilization. It was found 

that, initially as a part of development policy, agri-

cultural price policy has generally been usee 
-- o1ss·-
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negati. vely, all over the world. Terms of Trade of agr icul

ture '-Here depressed through (a) Taxation (or confiscation) 

of a part of agricultural output; (b) Lower product prices 

paid to farmers; and (c) Higher prices charged for non-

farm products. In fact, a ·positive price- policy in the early 

stages, ,.;as considered as a "his.torical Novelty". 9 However 

a negatbre policy could not continue for long beca~se a 

certain critical minimum rate of growth of agriculture is 

n·eeded for achieving and sustaining general economic grovJth 

and development - (either because of the initial importance 

of agricultural sector in the early developmental stages or 

because of the dynamic complementarity of the two growth 

10 processes). 

If this critical minimum rate of growth could have 

been achieved through a negative price policy, then there 

might have been no need of a positive price policy. However, 

experiences all over the world showed that this was not so. 

The main reasons were thet: 

1) Population·gro,-.Tth and the demand for food, far 

outstripped food supplies; 

2) Cheap imports could not continue for long; 

3} Peasantry in almost all countries started gaining 

awareness, becoming bold and defiant and therefore willing 

to respond to a negative price policy; 
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4) Moreove1· it is a realistic fact of most political 

economies, that dince the majority of the voters came from 

the agricultural sector, Governments have been forced to 

turn to a positive price policy. 

As outlined earlier, the three main functions of 

11 agricultural prices are: 

a) to serve aE: an allocator of resources, signalling 

to both producers and consumers regarding the 

level of agricultural production and consumption; 

b) to help in the distribution of income; and 

c) act as an influence on capital formation. 

Ample literature is available on this, which need 

not be reiterated. When agricultural price policy becomes 

part of general growth policy, it serves to (a) increase 

the growth of agricultural output as a whole, (b) steer 

the croP-mix according to targets, and (c) increase the 

marketed surplus and commercialisation. 

In order to formulate an effective price policy, we 

need empirical knowledge about the degree of responsiveness 

of different variables to price changes. Most of the 

research work has been done on the responsiveness of single 

acreages. Price elasticity of supply of acreages is consi

dered to be a gocd approximation of supply elastic! ty of 

output. The emerging pattern can be summarized under Low 

(0-0. 1) , Medium (O. 1 to o. 4), and High (0. 4-0.7) response. 



Only subsistence crops fall jnto the first category; 

subsistence as well as marketed crops in the second and 

only marketed cash crops in the third category. 

To obtain the responsiveness of market supply, 

we need market supply functions which are d if ficul t to 

estimate directly. It is possil:le for market supply 

response to be negative, in spite of output supply response 

being positive. Different combinations are possible, 

depending upon the underlying conditions, for which diffe-

rent methods have been used. 

The least amount of work so far, has been done on 

the responsiveness of aggregate output. Many complicated 
o/.et ret. . 

empirical realities emerge, once a "·-~probe is under-

taken. For analyzing the contribution of price movements 

to agricultural growth, production functions do not suffice 

because they include only input-output physical relation, 

and the price variable is not included. For this, we 

need to make use of time series supply functions. 

Finally we may reiterate, that, while measuring the 

contribution of price movel'T!ents to agricultural growth, 

we must not lose sight of the fundamental reality, that 

tr an sf ormation of tr ad it ional agr ic ul ture, is pr imari 1 y 

a techno-organisational episode. 12 It cannot be brought 

about, only by price movements. However, favourable price 
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movements ca1 speed up the adoption and wider diffusion 

of innovatio .. ls, while ·unfavourable ones, can slow down or 

arrest the processes of input absorption, capacity utili

zation and institutional adjustments, in the agricultural 

sector. 
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CHAPTER II 

It was pointed out in the previous chapter~ that in 

many situations, the rat~i-~!~..!9E of new knt:nolledge 

and inpu·t:s may depeno critic ally on the price and risk 

milieu. 
1 

While we cannot assert that all peasants every-

where respond equally strongly to economic incentives, 

yet given a minimum degree of monetization and transport 

development, a fairly large proportion of peasants do 

respond to price incentives in some aspects of their 

behaviour. Thus, having accepted that, even though the 

adoption of new technology by farmers may remain the 'prime 

move+' in shifting 'the prOO.uction function, but a positive 

price policy is needed to interact with and trigger off 

the process of growth and stability. we may go on to 

state that any policy to improve the price milieu of a 

developing agriculture should take into consider at ion, 

the following aspects: 

(a) The variability of agricultural prices which . 
determines the riskiness of farming: 

(b) the relative prices of various crops which affect 
I 

the allocation of land and other inputs amongst 

crops: 

(c) the ratio of the general level of agricultural 

l?!.Q.9_yct ·prices to the leve 1 of agri cultural J..!lEut 
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prices; and 

(d) the ratio of the genera] level of .§.9!i..sul.!~lli 

product prices to the general level of E.Q.TI::..§...9!icu1-

j:ur a 1 prices • 

Although in theory .these price relationships can be 

visualized as independent entities yet quite often, any 

set of measures of price regulati::m will simultaneously 

affect all of them. Therefore, the price policy followed, 

should be basee upon a consideration of its effects on all 

the key price relationships. It cannot be over-emphasized2 

that agricultural output and agricultural prices are pace

settlers for the general price level in the Indian Economy, 

and th~ir stability contributes very largely to the stabi-

1 ity of the general price index. Thus, while the ::level oped 

countries have sought to achieve price and income stabili

zation objectives for their agricultural sectors through 

agricultural price policies; in Ind.ia, (and other developing 

countries) the _9~si~ objective has been to use agricul

tural price policy, as an instrument of growth, so as to: 

cushion the producer against severe fluctuations 

and instabilities by guaranteeing him a minimum 

price support; 

induce him to invest in and adopt improved technology 

in agr ic ul ture 1 

induce the desired outputs of different crops 

according to growth targets; 
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induce an increase in aggregate agr icul tur 3l output 

through more and efficient input-use; 

induce the farmers to market a larger proportion 

of their produce; 

and protect the consumers especially the poorer 

among them,· against an excessive rise in price!s. 

As becomes evident a little later, most of thE! tenets 

of agricultural price policy enumerated above (and in the 

previous chapter) have been taken up in the Indian economy, 

from time to time. So much has been deliberated upon and 

provided for on the policy front that tcrl ay agr ic ul tural 

price regime is one of the most elaborately administered 

area of official support and intervention. It is in order, 

therefore, to look into the manner in which price policies 

and their administration have been taken up in the Indian 

case. We divide our discussion into two phases - phase-! 

covering the pre-1% 5 period and phase-!! dealing with 

policy interventions si nee 1 96 5. 

E£ic~-E~licy_bef~~_l22~: 

That the Independent Indian Government inherited .a 

rather dilapidated economy is only too well known. Also, 

the structural weaknesses of our economy, especially the 

excessive dependence on agriculture and a terribly narrow 

industrial base, had also to be reckoned with when India 

gained her political independence. Tal'k ing express 1 y of 
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the farm sector, it is fairly well kno...m that till about 

the mid-sixties, the Indian agriculture presented a scenario 

of shortages of foodgrains, excessive dependence on food 

imports, practically no significant breakthrough in domes

tic production, a highly fluctuating production profile, 

an era of price instability, and so on. Rapidly increasing 

population, steadily rising pace of urbanization and per 

capita incomes led to an increase in the demand for focx:l

grains which was generally in excess of the supplies. In 

brief, Indian agriculture was backward and concrete policies 

ha::3. to be devised to ensure a steady expansion of agricul

tural output. The policy thrust, however, changed its 

focuss from time to time. 

During the fifties, the main thrust of agricultural 

policy was to bring about institutional reforms and stren

gthening of agricultural infrastructure. As the sixties 

set in, the main emphasis of policy intervention shifted 

to\>~ards technolo9ical change and development; technology 

was recognised as an explicit growth variable. 

Pricing policy as an independent entity in itself 

and its importance as a catalyst for continued expansion 

of agricultural output, was accorded explicit recognition 

only with the setting up of the APC in 1%5. 

For the first decade or so of the planning era in 

India, policy interventions were directed mainly towards 
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the protection of the in~erests of the consum~rs through 

adoption of regulatory m:~asures and. programmes aimed at 

increasing agricultural production. These were accorded 

high priority. Yet, during the late fifties and the early 

sixties when the prices of some important agricultural 

commodities tended to slump, it .called for effective govern

ment int~rvention to lend St;.pport and protection to the 

cultivators. Perhaps, for the first ti:ne, the neerl for 

a definite prcrlucer-oriented price. policy was felt during 

·the early sixties. Nevertheless, the pre-1955 history 

clearly shows that till the establishment of the APC in 

1965, all interventionist policy measures were more in 

the nature of ai-hoc arrangements to meet emergent situa

tions, rather than as instruments of a long-term policy 

oriented towards expanding agricultural output and producer 

incentives. 

For example, due to the good harvest of 1953-54, 

when prices of foodgrains witnessed a steep fall, the 

Government fixed minimum prices for jowar, bajra, maize, 

wheat, rice and grown arrl also made some purchases at 

these prices. In the realm of foodgrains price policy 

the Government tried to strike a balance between prcducers• 

and consumers• interests. 

During periods of high foodgrain prices, the steps 

taken, included imposition of restrictions on the movement 
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of foodgrains, fixation of maximum control pr:_ces, increased 

imports from abroad, procurement and requisit:.Loning of 

stocks of foodgrains and their distribution at subsidised 

rates to vulnerable sect ions of the population and in def i-

cit areas, ban on exports and control on bank advances 

against stocks of foodgrains etc. 

In 1957, zonal restrictions on the movement: of foo:l-

grains were introduced with the objective of promoting 

regional self-sufficiency avoiding cross movements and 

redu=ing speculative activity. The zonal system, however, 

had its own problems such as keeping producers prices in 

surplus areas artificially lower or keeping consumer prices 

in surplus area lower than would be the case otherwise, and 

so on. In actual operation, especially in the matter of 

ironing out regional scarcities or surpluses of food on 

an equitable basis, the zones did not serve their purpose 

well. The whole zoning scheme was described as "a bundle 
3 

of contradictions" and "geared more to politics than to 

economics, to votes than to prices ••• " The Government 

had finally to drop the zonal restrictions. 

From 1958 onwards, when the Government of U.P. asked 

the farmers to surrerrler half of their stocks to the Govern-

ment at less than the market price, they began to boycott 

the established market places an:J conducted transactions 

outside market premises and official marketing hours. In 
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areas of severe shortages like Maharashtra, where the 

difference~ between controlled. and. free prices is very 

large, the farm families themselves are reported to have 

started taking grain~ directly to the consumers. In a 

nutshell then, the point is that several examples of boycott 

of controlled prices by farmers· in India can be quoted. 

Therefore, Governmental policies must show an awareness 

of the consequences of their actions before laying them 

down. 

When the prices of foodgrains continued to rise 

since mid-fifties, a scheme ·of state trading in foodgrains, 

was intro:luced for the first time. '!his scheme envisaged 

in~.::ali_2: (a) an ultimate pattern, and (b) an interim 

scheme. Under the former, it was envisaged that farm 

surpluses could be collected through service co-operati~es 

at the village level: channel ised through marketing co

operatives and distributed through retailers' and consumers' 

c 0--operati ves. 

Under the interim scheme, the wholesale traders were 

required to take out licenses and to submit period. ical 

ret urns of stocks and of purchases and sales. The Govern

ment was to acquire progressively 1 arg~r marketed surpluses 

of food grains from them. 

The experience of state trading was not a very happy 

one in the deficit states where the flotJ of market arrivals 
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of rice arrl wheat was a::lver sely affected despite higher 

output. An enquiry conducted under the auspices of the 

Ministry of Food & Agric~_tt_~~-' revealed that the farmers• 

withheld their stocks from the market with the expectation 

of getting higher prices in later months or to insure them

selves ag2'1inst the risk of having to re-purchase wheat for 

consumption or seed requisitions a1:: higher prices later 

during the year. 

Due to the decline in market arrivals, there was a 

rise in prices and Government discontinued its operations 

of rice and paddy, in deficit and marginally placed states. 

Bigger food zones were adopted and procurement of rice 

since 1%0-61 was confined to the surplus states of Punjab, 

Madhya Pradesh and Uttar Pradesh. In December 196 2 Govern

ment intensified its procurement operations, both as a 

price support measure and also for building up stocks. 

After the harvest of the wheat crop of 1960-61, when prices 

tended to touch rather low levels, zonal restrictions on 

wheat movement, and restrictions on bank advances against 

hypothecation of stocks of wheat, were both given up. These 

measures helped to check any undue decline in prices. 

until the advent of the Third Plan, the Government's 

fooograins price policy continued to be one of tiding over 

emergent price situations. Only in the Third Five Year 

Plan, the need for fixing guaranteed minimum prices for 
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focrlgrains, as a support to farm1•rs was stressed for the 

first time as a regular policy mt~asure. Price pol icy 

measures aimed at dir~..s.!l.Y protecting the interests of 

producers, had not really originated till then. It began 

to be recognised for the first time that the fixation and 

declaration of minimum prices f0r important agricultural 

commodities was essential for an effective programme of 

agricultural production. The Third Plan document had the 

follo,.ving comprehensive understanding to offer in this 

regard "The producer of foodgrains must get a reasonable 

return" and 

"• •• A policy designed. to prevent sharp fluctua
tions in prices and to guarantee a certain 
minimum level is essential in the interest of 
increased production. It is important also 
that appropriate measures or policies should 
be enunciated and announced w.V.l in time to 
ensure that the bene£ it accrues to the farmers. 
The other objective, no less essential, is to 
safeguard the interest of the consumer and it 
is particularly necessary to ensure that the 
prices of essential cQ"mnojities such as focii
grains do not rise excessively." 

The Report also mentioned that -

"For achieving the thigh targets of agricultural 
product ion set for the Third Plan, it is 
important that growers should have full conf i
dence that the additional effort and investment 
which are called for would yield adequate 
return... The assurance of minimum remunera
tive prices for important cereals a~d cash 
crops like cotton, oilseeds and jute over 
the period of the plan will provide the nece
ssary incentives for increasing production, 
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thus adding to the various development pro
grammes provided for the Third Plan. With 
this object in view, decis:.~on regarding the 
prices at which Government should buy and 
sell should be taken sufficiently in advance 
of the sowing season." 

A beginning in this direction was made in March 1962 

by fixing a minimum price for wheat at Rs. 13 per maund for 

fair average quality of common varieties of white wheat 

when delivered at notified markets. However, market prices 

did generally remain above the minimum price fixed and 

the Government hardly found it necessary to purchase wheat 

at the minimum price except for small quantities purchased 

in a few markets. The purchase prices of rice differed 

from State to State and within a State, from variety to 

variety. 

Although minimum prices for the 2 major cereals, 

viz. wheat ani rice were fixed,· it was not considered 

necessary to entrust the work of making purchases, to 

any independent or autonomous organisation. In Punjab, 

Madhya Pradesh and Uttar ~adesh, purchasing agents were 

appointed in a number of wholesale markets for purchasing 

wheat on behalf of the Government of India. 

Regarding rice and paddy the question arose, should 

the Government fix minimum prices for paddy and rice 

separately, or for both: then, if minimum prices were 

fixed for paddy and the Government were to pure hase it 

from the producers there would arise the practical problems. 
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of grading, milling and storage of paddy. The varieties 

of rice and their prices varied fn:>m region to region. 

Keeping all these problems in view, the Government fixed 

procurement prices for rice only, though. state Governments 

were advised to keep a close watch on the prices of paddy. 

In spite of the support given to· rice prices, if the 

prices of paddy in any particular reg:~on registered a 

steep fall, State Governments were advised to ask the 

mills to purchase paddy at prices corresponding to the 

procurement price for rice. 

The case of ~E£2!S2ne is one of special significance. 

Minimum price for this commodity was fixed by the Govern

ment as early as 1949-50. The factors taken into account 

in fixing these prices, included (a) cost of product ion 

of sugarcane; (b) the return to the growers from alternative 

crops and the general trend of prices of other agricultural 

commodities; and {c) the availability of su~ar to the 

consumer at a fair price. Measures relating to the price 

policy with respect to sugar, were generally directed to

wards safeguarding the interests of consumers. These were 

based from time to time on devices such as control on 

bank advances against stocks of sugar, control over prices, 

production, movement and distribution of sugar, licencing 

of wholesale dealers in sugar, etc. In the year 1959, 

special incentives were offered for maximising sugar 

production. 
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For oilseeds a_!!d vegetable .2..!!§ there wHs no statutory 

control regarding their prices. However, indirect measures 

were taken from time to~ime, to influence the movement of 

prices in the desired direction and/or to prevent excessive 

fluctuations therein. These indirect measures included 

changes in import and export policy, regulation of forward 

trading, exercise of control over bank advances, etc. 

In the case of Cotton, statutory control on prices was 

imposed in 1943 when its prices increased unprecedentedly. 

The policy of fixation of minimum and maximum prices of 

cotton, was continued since then, except for a few months 

in 1948. The main objectives of cotton price policy {before 

1965) were: (a) to keep a check on cotton prices so that 

cloth might be made available to the consumers at reasonable 

prices; (b) to ensure a reasonable return to cotton growers 

for their produce; (c) to maintain adequate floating stocks 

in the country to meet the requirements of mills; and 

(d) to encourage increased production in India of a better 

and longer staple cotton. Due to the tight supply position 

of cotton in the country, cotton prices were generally 

nearer the ceiling than the floors and the need for the 

Government to enter the market for giving price support 

to cot ton, did not arise • 

.!IE!~ is another important agricultural commodity 

in the case of which, steps were taken from time to time, 
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to stabilise prices at a level which would provjde some 

incentive to the grower and be economical for tr.e jute 

industry. In the late fifties as domestic output expanded 

and prices fell, imports were progressively reduced. When 

in 1960-61, jute prices tended to move very high, imports 

of raw jute were stepped up and -certain r-estrictive and 

regulatory measures with respect to future transaction 

were enforced. A buffer stock agency was set up, to 

undertake purchase operation. 

The problem of providing a remunerative price to 

the grower to safeguard his interests·, was complicated 

by the fact that, since the demand for raw jute depended 

upon the demand for jute goods abroad, there was simulta

neously a need for maintaining a fair relationship between 

the prices of raw jute and the prices of jute goods. 

In order to stabilise raw jute prices at reasonable 

levels from all angles, and to prevent excessive fluctua

tions, the Government took steps from time to time, to 

control speculation and forward trading. In order to 

ev al uat e the Government operations in food grains, one 

has to be clear about what objectives the Government should 

have been trying to achieve through its operations. Broadly 

speaking the following goods, are generally accepted: 

(a) to bring about a steady growth of consumption 

(and increase supply fluctuations from year ··to year); 
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{b) 
'• 

"Fair" :r·rice distribution to an increasing propor-

tion of the low-income families of the country; 

(c) To socialize (sale & purchase by Government) an 

increasing proportion of the marketed surplus, in • 
order to realize objective (b); 

(d) Self sufficiency- Government used imoorts as well 

as domestic purchases to realize objectives (a) 

and (b) hoW('!Ver subject to the realization of these 

objectives imports ought to be minimised and even-

t ually eliminated. 

This list of objectives though not exhaustive, does 

incl u1e the hard-core of what the Government should have 

been trying to achieve, by its operations. 

Raj Krishna was able to find a quantitative indicator 

of the achievement of each of these objectives and found 

that "neither the import policy nor the stock policy of 

the government seems to have stabilized consumption." 

Neither was any serious evidence discovered, regarding 

the Government's attempt to reduce the extreme dependence 

of its operations on imports till the Third Plan. In 

this context, it may be in order to quote Raj Krishna•s 

f in::lings: 

"Our analysis sho·,lls that if objectives had been 
define::l clearly and consistently, an::l Government 
operations had been quantitatively determined 
by them, consi::lerable progress woul::l have been 
made by now towards their realization ••• " 
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further, 

"performance has be?n poorer than promise in 
every respect. The growth of average consump
tion has not been stabil ize:L Imports have 
hot been minimised ••• " (in fact 64 m.t.s. of 
grain were imported) 

-r'he marketed surplus has not been socialized"· 

Instead of pro!11ising to nationalize the entire marketed 

surplus and obtaining only 8 per cent of it, the Govern-

rne·nt demand have gradually come to acquire a little more 

than half of it; instead of trying to introJ.uce universal 

rationing on a widesprea1 scale and not succee3.ing, the 

Government could have consciously chosen to serve only 

the most deserving people through its· FPS system.· 

"Thus a le_9E_!, rational, two-market two-price 
system couia have evisted instead of the il
legal, twa-market, two-price regime, which 
overambi tions rationing and price control have 
bro·ught into being." 

Finally, Krishna alleged that 

"Slogans have been repeated ad nauseum: National 
self-sufficiency, Monopoly procurement, Natio
nalization of the Grain trade, Price stabili
zation, Buffer stocks, National food Budget 
etc. etc. But the actual determination of 
the important magnitudes involved in Govern
ment operations has been utterly erratic· and 
unprincipled - the outcome of a clumsy admj
nistrative-cum-political handling of one exi
gency after another. The world of slogans and 
the world of real behaviour have flourished in 
splendid isolation from each other." 

we may conclude this section by stating that, three 

of the basic foundations needed for building a sound 
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agricultural economyit, are: 

- a productive technology package; 

- efficient delivery services; along with 

- remtmerative and stable market prices for 
agricultural products. 

we have seen that the market place in agricultural 

sector can indeed inflict tmdeserved losses on the farmer, 

even when he has applied modern technology and produced 

efficiently to meet the requirements of the economy. It 

is in this perspective, that with the introduction of 

modern farm tee hno logy in the mid- 196 0 • s, the Government 

simultaneously evolved a price support mechanism through 

the establishment of an Agricultural prices Commission 

C.lU'C) while the A.P.C. \tlere to advise on agricultural 

price policy on year to year basis, for various crops and 

crop combinations, the related purchase mechanism were to 

be handled by government agencies including the FCI and 

state government departments. 

Here we may briefly mention that the 

APC was to a.1vise on the price policy of agricultural 

commodities particularly paddy, rice, wheat, jowar, 

·pulses, sugarcane, and commercial crops like jute, cotton 

oilseeds etc. with a view to evolving a balanced and 

integrated price structure, keeping in view the overall 
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needs of the economy and the interests of the produc~r 

and consumer. While recommending the policy and relative 

price structurP, the APC was required .to keep in view, 

the following: 

(1) the need to provide incentive to the producer for 

adopting technology and for maximising production~ 

(2) the need to ensure rational utilisation of land 

and other production resources; and 

(3) the likely effect of the price policy on the rest 

of the economy, especially on the cost· of living, 

level of wages, industrial cost structure, etc. It 

could also suggest non-price measures which might 

complement the objectives set out. 

~ Per i_2sL_ af!§.£._ 1 S6 2: 

In 1S65, the highest priority was given to maximise 

production since the country was passing through a critical 

shortage of foodgrains. When an overall balance betv-.1een 

demand and supply was in sight in 1980, the criteria for 

the Commission were modified. The details of this change 

and the ensuing debate will be dealt with, in reasonable 

detail, 1 ater on in this chapter. 

Proceeding chronologically, we find that since the 

mid- sixties, the complexion of the food situation in India, 

has undergone a sea change, largely due to the genetic 
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revolution in cere ::~1 crops such as wheat and rice so that 

the country no lOnJer suffers from chronic food shortages. 

The food economy has acquired a measure of stability and 

self-sufficiency as a result of which the economy has been 

able to dispense with large imports of foodgrains which, 

in earlier years, had been a source of heavy ~rain on 

foreign exchange resources. 

Besides lending considerable support on the production 

front, Government's intervention in the foodgrain marketing 

prevented undue decline in prices and thus helped the 

producer in years of bumper harvesti it also helped the 

consumer particularly in years of short crop by holding 

the price 1 ine through releases from Government stocks. 

Further, as a result of expanded production and decline 

in unit cost both physical and economic access to food 

has increased. in the country. Today India has generated 

a surplus in wheat. Whereas in 1970, as much as 12.9 per 

cent of average per capita income was required to buy a 

quintal of wheat, less than 7 per cent of per capita 

income in 1984-85 was sufficient to purchase that quintal 
J 

of wheat. This underscores the enhancement of food security. 

While this qualitative transformation has taken place 

in the food economy, the oilseed economy in striking cont

rast, has displayed a chequered progress bordering ·on near-
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stagnation during recent years. Nexc to cereals and 

pulses, oilseeds constitute the most important segment 

of the country's agricultural economy, but the oilsero 

production has been slow and halting, 1 agging sub stan ti ally 

behind the country's requirements. During the period 

1967-68 to 1978-79, the growth rate of c>ilseed production 

has been only 1.6 per cent per annum. 6 

In this connection, it is often assumed rather 

simplistically, that in view of the persistent shortage 

of oilseros, production curves of these crops can be 

lifted by merely moving the relative price structure 

in favour of oilseeds. In the late sixties, a price 

climate had to be created to favour cereal production, 

till a bett-er technology became available. 

However, the policy of price preference for oilseeds 

and pulses during the eighties, has begun to work only in 

those areas where a conjun<;tion of the 3 pre-conditions 

of technology, delivery services and price support infra-

structure have materialised. The process of acreage 

shift in favour of oilseeds is best illustrated by the 

experience of As~am, Orissa, Guj arat_, Andhra Pradesh and 

Rajasthan where the share of area under oilseeds in the 

gross cropped area has gone up significantly. 

However, in the absence of the three pre-conditions 

there was no visible impact on output even though market 
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''• 

price structure had turned highly favourable to cilseeds. 

This underscores the 1 imitations of pro::'luction at.•gmentation 

efforts via price policy in the case of such technologically 

backward crops. Their growth needs to _be stimulated through 

prime moving technological development and institutional 

improvements, supported by a complementary price policy, 

which by its positive interaction would raise the overall 

profitability of these crops for farmers. The policy 
1me.'f\t9- ,..t~~e.S 

coml2_~_e_;: __ -~-' --:-::,.:..~-need to be un1erlined particularly for 

these crops. 

over the last 2 decades, the maturity and judgement 

of the Indian farmer who has responded remarkably when 

all these three con::'litions have prevailed, have been widely - . 

acknowledged Soyabean, for instance, has registered a 

17-fold increase in acreage in Madhya Pradesh during the 

last 10 years. 

In itsRe]J<)rt on price policy for the 1979-80 

crop of Rapeseed and Mustard, the APC noted that 

••• given the sensitive and intensely specula
tive nature of oilseed market and high varia
bility in oilseed production, prices of oil
seeds and edible oils display great erraticity 
even within the same season ••• 

In view of the mercurial nature of oilseed and 

edible oil prices, an important problem was to moderate 

the violent intra-seasonal fluctuations in market prices 

by ensuring the even flow of supplies throughout the 
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year and miti]ating the price uncertainties confronting 

·the farmers. The system of marketing, processing and 

distributing of oils was largely located in the private 

sector, which did not prove quite con~ucive to augment

ing domestic production or providing relief to the 

consUP~er. The .. ~PC, thus repeatedly, stressed the need 

for active and j u::Ucious intervention in the market by 

a Public Agency which, if supported by the appropriate 

infrastructtiral facilities, would strengthen the price 

support operations. Support prices for groundnut and 

sunflowerseed, were announced for the first time during 

the 1976-77 season. Later, they were extended to .soyabean 

and tape seed and mustard, by the 197 8-7 9 season. 

The activities of the FCI, the CCI and JCI in the 

case of foodgrains, cotton and jute respectively, have 

considerably strengthened the administration of price 

policy for these crops and contributed to their overall 

development. In the case of oilseeds also, the hith~=>rto 

make-shift arrangemonts for the conduct of price support 

operations are being discontinued an~ one may hope for 

a substantial improvement in yields of various oilseeds, 

with th~ launchinq of the Technology Mission on oilseeds 

and with the appointment of NAFED (National Agricultural 

Co-operative Marketing Federation) as the price support 

agency for oilseeds and an appropriate strengthening of 
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NAFED • s infr astr uct ure to carry out its role. 

However, if the relative _;>r ice of a particular 

commodity is increased urrlul.y in order to encourage its 

production, it would become difficult to encourage produc

tion of competing crops in which better technologies may 

exist; in the process, the benefit of improved technology 

and reduced unit costs may be lost to the community at 

large. It would be self-defeating to increase also, the 

prices of the substitute/competing crops, in which case 

the society will not only lose the benefit of technology, 

but may also be subjected to an unwarranted increase in 

price levels of such substitut~/competing crops. Thus, 

it has been ade1uately emphasised, that price policy can 

influence cropping pattern in the desired direction only 

upto a point. Beyond this, it should be judiciously used 

in conjunction with a viable technology, d~livery services, 

and input prices for achieving a rational cropping pattern. 

Operated in isolation, the price factor per ~~ may not 

produce, ·in the Indian situation, any significant or 

lasting changes in the cropping pattern. 

In a developing economy with imperfect markets, 

speculative elements tend to hoard the commodities and 

charge the consumer a price far higher than justified 

to cover the cost of storage and finance. Therefore, 

maintenance of a certain stability in prices is a part 
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of Government policy and in this c)ntext, buffer stocks 
pL c<.l · 

maintained by the Government policy an important role, 

in mitigating the undue seasonal spurts in prices. It 

is, therefore, of great importance to examine whether or 

not and to what extent, the price policy in India was 

succe~sful in curtailing inter-ye·ar fluctuations and. 

reducing intra- year v ar iat ions. 

It may be instructive to look into the specific 

crop sectors, especially for commercial crops, as regards 

the degree of success associated with government price 

policies pursued from time to time. The price policy 

for raw cotton for the period 1955-66 to 1970-71 was not 

a great success. In July 1970, the Government of India, 

set up the CCI which took several years to become a 

vi·able orga..'1isation. The ICDP (~Intensive Cotton District 

Programme) was launched in 1971-72 to m~t the challenge 

of raising the total output and prod.uctivity of cotton 

in the country. 

It was the 1977-78 season however, which marked a 

turning point when acreage under cotton went up to more 

than 78 lakh hectares·, stabilising around 80 lakh hecta-

res in the next 3 years. 

A review of the price policy for Jute tends itself 

to a cut-off point into two broad time periods. The 

first period from 1947-48 to 1964-65, as we have already 
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seen, was one of trial and error, when the price policy 

was somewhat ad hoc in nature. The second period, ensuing 

from 1965-66 onwards, is one of positive direction, setting 

out to achieve increasing production of the fibre, minimise 

price fluctuations, adopt improved technology, and bring 

about institutional changes for strengthening the market

ing structure of this important commercial crop. The jute 

price policy options became difficult in the seventies, 

with the emergence of high-yie-lding varieties of paddy 

which started offering greater competition to jute for 

area in the jute gro1.ving tracts. By mi:i-seventies, the 

technological breakthrough in the cultivation of paddy 

which gave it an edge over jute in the Eastern States, 

seemed to have suffered a lull. Moreover, lifting of 

controls on inter-state movement of rice helped jute to 

regain its lost ground and raw jute/paddy price parity 

again became favourable to the fibre crop. From 1979-80 

onwards, the jute industry seemed to have turned the 

corner. The internal demand for jute goods went up. 

Also, foreign buyers were pr~pared to pay higher prices 

for jute goo:i~ and consequently the demand-pull led to 

enhanced profitability of the industry. The performance 

of price policy in the sphere of raw jute sector vitally 

affected product ion, eyport s, internal sales, prices, 

etc. of the jute manufactures. 
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Regarding sugarcane, we find that its price policy 

has a long history into which we do not wish to go at 

this stage. In fact, we have already .highlighted the 

essential features in our discussion of the pre-1965 

phase. 

The minimum statutory cane price is fixed by the 

Government of India, under the provisions of the Sugar

cane (control Order, 1966 after giving consider at ion to 

the recommendations of the APC and the v.ievJs of the State 

Governments, the industry, the cane growers, and other 

concerned interests. The minimum cane price is fixed 

with the obj.ective of ensuring the payment of a guaran

teed price for cane by the factory to the growers. Thus, 

the main elements of the statutory minimum price as qre 

practised today, can be summarised as follows: 

(a) a minimum cane price: 

(b) a basic level of sugar recovery; 

(c) a premium for every 0. 1 per cent increase in 

sugar recovery over the basic level: and 

(d) the aver age sugar recovery of the factory 

during a fixed period (optimum period). 

The disquieting feature of the Indian. sugar economy 

during the past few decades has been instability in 

production, showing itself in the large and recurring 

imbalances between the demand for and supply of sugar. 
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The implemEntation· of a minim~ price for almost 5 decades 

has not car:pletely succeeded in evening out or moderating 

the severity of fluctuations that occur in the sugarcane 

economy with almost precise regularity. 

In 1974, the Government received theReport of the 

Suga~cane Industry Enquiry Commission. The Commission 

came out with a scheme on the sharing of Extra sales Reali

sation frQn sugar with the cane growers (known as the 

Bhargawa formula). However, this formula was not given_ 

a fair trial. Various St-3te Governments brought into 

practice a system informally kno\.;rn as the sugar-advis,::.d 

prices. AS a result of the intervention from the cane 

growing states in the matter of fixin!J the cane prices, 

the Central direction of sugarcane price policy was lost. 

In its reports for 1978-79, 1979-80 and 1980-81, the APC 

strongly recommended doing away with the mechanism of the 

state- advised prices. 

The past history as also the recent experience, 

reveal the fact that sudden policy changes and ad hoc 

measures to manage the crises created more problems rather 

than solving them. The basic problem of cyclical fluctua

tions in the sugarcane economy could not be tided over. 

we have briefly reviewed the Government measures 

involved in the pricing of different agricultural products 

in India, ever since the setting up of the APC. I.et us 
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now take up some theoretical and practical issues involve:] 

in choosing an::'i setting the pric~s an::i some questions which 

remain unanswered as yet. The discontent about price 

po 1 icy has ari sen on several counts~ 

••• that it has failed to g iv~ parity prices 
for agriculture or ifo prevent deterioration' 
in terms of trade, that it does not En~ble 
farmers to cover costs of product ion, that 
the procurement prices are lower than market 
prices, that these prices do not cover the 
costs, and that prices are deliberately de
pressej and distorted as indicated by their 
being 1 ower than the world market prices. 
Policies like movement restrictions and 
levies have been opposed not only on the 
ground of their being depressive on prices 
but also oppressive in terms of the haras
ment caused. The discontent is not entirely 
unfounded, yet it would be misleading to 
swear by these beliefs as nothing but the 
whole truth. They need to be examined 
rather than taken for granted. They also 
raise the question whether any of these 
criteria such as terms of trade, cost of · 
production or world prices could be mecha
nically used either to assess the reasona
bleness of prices or to determine the 
procurement prices. 

Furtr.er, price policy has not only to be concerned 

with ensuring reasonable prices to farmers but also 

imparting a reasonable measure of stability to them and 

striking a balance between the interests of the farmers 

and those of the consumers. 

Recognising the implications of food-price behaviour 

for income distribution, as well as for industrial growth, 

the original terms of reference for the Commission gave 

overriding importance to the need for overall price 

stability, 
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Until the early 1970s, fret::>-market prices were high 

and governmental procurement (at lmver than free-market 

prices) never exceeded 20 per cent of output. With the 

~seal at ion of fertiliser prices following the gl c:b al oil 

crisis in 1974, farm input costs rose in varying degrees 

for different crops and for different class~s of farmers 

depending on the shares of purchased inputs in total costs. 

This led to a series of agitations, usually led by large 

farmers, for higher support prices for agr ic ul t ural commo

dities, particularly basic foodgrains. Responding to 

pressure from the farm lobby in 197 9, the Janata Government 

attempted to change the terms of reference of the Commission, 

to include in its purview, the specific claims of the 

farmers for a "parity price". But the move was thwarted 

by the Chairman of the Commission (Dharm Nar ain) who felt 

that the proposed change, with an accent on the mechanical 

principle of par-ity, would substantially undermine the 

ability of the Commission to make recommen::lations with 

due regard for consideration of overall price stability. 

Ironically, the terms of reference were ammended in 1980 

by the Government of the re-established. Congress (I) and 

the move to change the terms of reference of the Commission 

was given support. Furthermore, in the farmers' agitations 

for higher support prices, even the radical political 

parties have sided ':.Jith the rich farmers' lobbies of the 

conservative parties, underscoring a simple yet crucial 
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fact of Indian political economy namely, the dominance of 

the surplu:.;-producing rich farmers in all political parties.q 

Given the essentiality of price .policy as an instru

ment in sustaining agricultural growth, a fundamentally 

import ant question is, what should be the guiding principles 

for determining agricultural prices? Four alternative 

norms which hc:ve been suggested for guiding producer price 

deter min at ion are: 

( 1) Cost of Cultivation CI:' iter ion; 

{2) Output-input price parity criterion; 

(3) Inter-crop price parity criterion; 

{4) The ruling price criterion. 

To arrive at prices for policy recommendations which 

contain all the desired attributes, is indeed a difficult 

task, for policy makers. 

Nevertheless, it would be relevant to concentrate 

mainly on the question as to how APC takes note of the 

cost of production, what cost concepts are used, and their 

propriety. Investigations of the cost of cultivation and 

profitability were launched in the fifties by the Directo

rate of Economics and Statistics, Department of Agriculture, 

Government of India, through "Studies in the Economics of 

Farm Management" for various crops and regions. After 

the setting up of the APC, the Directorate initiated syste

matic and r ~?gular studies under the "Compre hen si ve Scheme 
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of Studying Cost of Cultivation of Principal Crops" through 

Agr icul tur al Universities and o 1:her agencies. Started 

on a modest scale covering only four states, the scheme 

is now extended to cover almost all states. 

Four concepts of costs were employed by the Farm 

Management Studies which have continued to b'e useful too ay, 

though with some mojifications. These concepts are: 

A1 = All actual expenses in cash and kind incurred 

by owner op~'>rator s; 

A2 = Cost A1 + rent paid for leased in land; 

B = Cost A2 + rental value of owned land (net of 

land revenue) and interest on owned fixed 

capital excluding land; 

C =Cost B+ imputed value of family labour. 

The APC has been taking into account two cost concepts in 

recommending prices: 

(a) Cost ~ = Cost A2 + imputed cost of family 1 abour. and 

{b) Cost C, which is the most comprehensive of cost 

concepts. 

The policy seems to cover the former by a comfortably good 

margin and at least just cover the latter, as far as 

practicable, though not necessarily for every state and 

every year. The Farm Manageme'nt Studies had shown that 

though cost ~ is covered by most of the farmers, many

particularly small farmers - could not cover cost c. 
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Covering cost A
3 

ensures only the survival of the fc:rm 

and family in the short run while covering Cost C would 

ensure reproduction of its capital in the long run too. 

But the policy of covering Cost C has some difficulties, 

tending to inflate the costs. 

Due to the pressure of the farmer•s lobby on the 

A.PC, to make the calculation of costs more 1 iber al, a 

special Experts • Committee under· the chairmanship of 

Prof. S.R. Sen had looked into t.he demands. Keeping in 

view, the limitations of the Farm l'1anagement Studies, 

the Committee recommended a new scheme as follows: 

Costs ·~ and A
2 

remaine::l the same; 

B1 = Cost A
1 

+ interest on value of owned capital 

assets {excluding land); 

B
2 

=COst B
1 

+rental value of o':med land {net 

of 1 and revenue); 

c
1 

= Cost B
1 

+ imputed value to family labour; 

c 2 = B
2 

+ imputed value of family 1 abour. 

This new scheme distinguishes "constituents that are 

price determining from those that are price determined 11
• 

However, the committee could not bring itself to firmly 

recommend the exclusion of imputed rent on land from 

costs for the purpose of price fixation. 

Farmers had demanded that cost of family labour 

be imputed on the basis of minimum wages fix~d by the 
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'· 
Government, but the Sen committee did not accept this-

and proposed that the imputation has to be on the basis 

of actual wage rates paid to attached. labour and net 

unimplemente:J. wage rates. Farmers also d.emanded. an 

allowance for risks in agriculture to be made.in the 

costs. This was not supported. by the Sen Committee on 

the ground that risk is supposed to be covered by prof it. 

This is not a valid reason because several risks are 

inte-rnalised as costs. When risk con:J.itions for a 

crop vary from region to region, differential taxes and 

subsidies can meet the situation better than a uniform 

increase in prices to allow for the risk factor. 

A fairly comprehensive cost concept is thus taken 

into account by the APC. While recommending prices, 

however, the APC does not follow a mechanical or rigid 

formula due to several practical difficulties. One of 

the difficulties is that the cost calculations are 

available' only with a time lag; while costs are •ex 

post faco', procurement prices have to be announced. in -
advance. It may be noted, that though costs differ 

according to the production con:J.itions and agrarian 

structure, the prive variation does not correspond to 

these differences. The price variation depends not only 

on quality differences but also on the conditions of 

market and infrastructure.-



58 

Under such circumstdnces, the approach of the APC 

as clarified by Kahlon 1 formerly its Cha:.rm an 1 has been 

that "price will not be allowed to fall below the level 

that covers the cost of efficient production and provides 

a reasonable margin of profits." 

The word •efficient• does not necess~rily mean the 

least cost production, but reasonably efficient. A certain 

amount of intuitive judgement is involved in determining 

what this leve 1 of efficiency should be. However, it is 

clear that any pol icy of covering the cost of all or the 

bulk of the farmers ~tJould mean 3 si:Jni-Ficant price rise, 

particularly when it comes on top of adopting a liberal 

concept of cost that covers not only fixed costs but also 

parts of surplus above costs. Such a procurement price 

would be totally out of alignment -with market forces and 

would force the Government to accumulate stocks which 

c~nnot be sold without a huge. subsidy. 

An important question in the fixation of procure

ment and support price is whet her each state can have its 

own price or should the whole country have a uniform 

pricing. The demand for setting up the Agricultural 

Prices Commission at State levels, to fix prices in each 

state separately, has been voiced by farmers, both because 

the States are more amenable to pressures from farmers' 

movement and also because cost conditions differ acroc;s 
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States. The State-level Commission meet the first need 

but not necessarily the second, since costs differ equally 

within a State. As Nadkarni has aptly put it, -

If diversity in costs is to be the 
criterion, there needs to be an APC 
for each farmer: 

This is not to say that the States have not been departing 

at times from the procurement prices announced by the 

centre, both openly and in the form of :incentives like 

bonus and concessions in purchase taxes being passed on to 

farmers, apart from transport and cartage allowances -

advantages which they cannot get when they sell in the 

free market. Neverth~less, the price fixed by the Centre 

serves as a standard with reference to vJhich and in t ~ 

light of local circu~stances, the state can fix its price 

and dole out other concessions and incentives. 

Another aspect of pricing relates to the dilemma 

faced by the authorities with regard to farm subsidies. 

Nearly 75 per cent of all holdings, are held by small and 

marginal farmers and it has therefore been suggested that 

the medium and large farmers should not be given the 

benefit of input subsidy and that they should be char·ged 

higher prices for fertilizers. "The Long Term Fiscal 

Policy" staterrent submitted to the Parliament in December 

1985 by the Finance Minister set out the limitations 
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within which 1-nput and other subsidies have to be held·· 

~own. Dual pricing of a widely used input like fertiliser 

would necessitate issue of identity-cards to some 70 million 

small and marginal farmers for drawal of fertilisers at 

subsidised prices through some 150,000 fertilizer dealers. 

There is, moreover, great scope for leakage; medium and 

large farmers may not fin::l it di:fficult to secure these 

cards fran small and marginal farmers. The cost of adminis

tration would be prohibitively high. In the balance, a 

dual pricing system does not appear to be feasible for 

pricing inputs like fertilisers. Fertiliser subsidy 

reached a level of nearly ~.2,000 crores in 1985-86!0 

The authorities face a dilemma in trying to tackle 

the problem of grovJing expenditure, on subsidies. These 

subsidies serve important social and economic purposes: 

and an attempt to contain subsidies is bound to create 

some problems. Since the support/procurement prices are 

to a certain extent cost based, input subsidies help in 

holding down the procurement/support prices to a reasonable 

level to subserve the interests of the consumers. Viewed 

. in this framework, both fertilizer subsidies and price

support progr amr:1es are needed as complementary instruments 

of the twin policy of promoting productivity and holding 

the price line. At the same time, if subsidies continue 

to grow at the present rate, they will either be at th"' 
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expense of developmental expenditure; or they nay lead to 

higher budget deficits, which, in turn, will affect costs 

and prices thereby increasing demands for further subsi

dies. They may also result in inefficient use of inputs. 

There is, therefore, a neAd to contain subsidies ~~ ithin a 

reasonable limit and the farmer has to be prepare-:3 to 

pay a ,E!;alistis_pfiC!; for innuts like fertilizer irrigation 

and electricity. 

Another aspect v.rh ich has been argued upon by many 

economists, is that the country as a whole would be a 

loser if it follows a price regime which substantially 

differs from the international market price levels. In 

this context, we may mention that the behaviour of prices 

in the international market is not explicitly mentioned 

in the terms of reference of the APC (now CACP). However, 

when the world market prices of wheat were higher than 

the domestic prices, there had been frequent demands by 

those representing interests of the farming community, 

that prices be adjusted to the International market p'rice 

levels. On these demands, the CACP in one .of its Re:ports 

had observed: 

A facile argument for a sizeable increase 
in the procurement price for wheat is 
often built on the ground that the world 
market price for the cereal is nigh. In 
SO arguing 1 it is forgotten that what 
sust.ains the high pric~ of wheat outside 
is the purchasing capacity of the consumer 
in the affluent economies. The appropriate
ness of an administered price for the grain 
in the Indian context cannot be detached 
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~=rom the paying capacity of the vast mass of 
{:he low- income consumers in the country. 

Apart from the basic point relating to paying capacity of 

the low-income consumers, the major problem in using inter

national prices as a guide to national price policy, is 

the instability of the world market prices. A recent 

example i E· that of the u.s. wheat market which was $ 13 9 

per tonne in December 1985 and came down in seven months 

to $ 101, in July 1986. It is also impossible: to assess, 

with any degree of certainty, whether a current price 

change is a temporary fluctuation, or whethE>r it repn~8ents 

a change in the trend. Such volatility in the international 

market price is an important impediment. In a study 

conducted at International Focx:l Policy Research Institute, 

it was observed that during the period 1961-80, the co-

efficient of variation in rice prices was 3Q.29 per cent 

in the international market; while it was only 8. 27 per cent 

in the Indian market. The. likely impact of reduced procure-

ment prices on the investment by farmers and consequently 

on production is also an important reason against the 

acceptance .pf world market prices as the guiding principle 
1', 

for determining domestic price policies. 

Farmers• decisions are influenced not only by the 

prices he receives for his produce but e.lso by the prices 

he pays for gocx:ls and services purchased by him for use 
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in the production 3ctivity on the farm or for conswnption 

in the farm househ')ld. The relative shifts in prices of 

agricultural and non-agricultural commodities over time 

have thus a direct bearing on the fortunes and welfare of 

the f arm f am il y. 

Since 1 980, the CACP is expected to take in to 

account, l~E _§li.§, the changes in commodity terms of 

trade between agricultural and non- agricultural sectors 

while recommending support/procurement prices. The ratio 

of indices of prices received and prices paid by the agri

cultural sector is a widely used measure of the commodity 

terms of trade. 

The impact of adverse movement in terms of trade can 

be mitigated by increasing productivity in the agricultural 

sector. It may be add.ed. that agricultural activity is 

subject to weather fluctuations which are too frequent 

to permit a stable relationship between the prices of agri

cultural and. non-agricultural commodities. Viewed in this 

context, terms of trad.e have to be treated. as a med.ium 

term concept and cannot be applied for price adjustments 

on year-to-year basis. price policy, however, must take 

cognisance of movements in terms of trad.e over a period. 

of t irr.e, o.nd. implement corrective measures as and when 

. warranted. The entire question of terms of trade had 

given rise to a 1 ong drawn debate in which different 
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economists had taken differing stands with regard to the 

concept, definition, interpretc_Jtion and implications of 

terms of trade. The criterion of terms of trade should, 

hoir.Jever, be read together with the criterion of introduc-

tion of technology and justice to the consumer. 

The timing of announcement of agricultural price 

is another import ant aspect. so that the farmer is aware 

of \..rhat is ensu.'ing. The GovernmP.nt has, therefore, decided 

to lay down a time schedule for the announce'nent of procure-

ment/minimum support prices of crops which will be strictly 

adhered to. The time schedulP is given in Annexure II. 

Finally, it may be recognised that the declaration of 

price policy by itself cannot lead to the desired goal of 

increased production and earnings of the farmers. An 

adequate marketing infrastructure is an indispensable pre-

requisite for effectively implementing the price support 

operations. 

In cone lus ion, it may be worthwhile to set out o.ll 

{or most.) of the objectives which an integrated approach 

to foodgrain price policy may include:l~ 

(i) to avoid excessive fluctuations not only in 

prices but also in incomes: 

{ii) to maintain stability of prices; 

{iii) to raise agricultural income/production; 
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(iv) to arrest the cost cf agricultural development; 

(v) to ensure a proper cropping pattern; 

(vi) to ensure a production performance in conformity with 

the planned targetst 

(vii) to safeguard the interests of all consumers or some 

particular sections of society; 

(viii) to maintain a reasonable relationship between the prices 

of agricultural canmodi-.ties and those of manufactured 

articles, to ensure that terms of trade between these 

t:TGO sectors of the economy do not change sharplyi and 

hx) t:o reduce the prices to a reasonable level. 

While this list does not claim to be all-t::ncompassing, yet it 

seeks to cover all major aspects involved.·· 

In the Indian conditions, any framework of a foodgrains 

price policy must emphasise {a) an increase in agricultural 

production, especially of foodgrains and (b) an assurance of 

minimum level of consumption to the consumers. Such a policy 

must bring a relative price stability in the interest of the 

consumers as well as of the producer, thus reducing the long 

term as well as the seasonal variations. While normal and reaso-

nable fluctuations cannot be done away with completely violent and 

too frequent oscillations are what an effective government ptjlicy 

and intervention must seek to eliminate. And this is exactly the 

specific aspect that this study aims to focus on - whether or not, 

and to what extent, has policy intervention succeeded in mollifying 

the amplitude of price fluctuations of chosen crops for chosen 

states over almost a three decade period of time. 
I 
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CHAPTER III 

THE OBJECTIVE, DATA B.~E At~D 
Tf£. J'vlETHODOLOGY 

THE OBJECTIVE AND SCOPE OF THE: STUDY: 

To a considerable context, this stu::ly is inspired 

by the fact that in recent years there appears to be an 

all-round r·::>ali~ation of the importance of agricultural 

prices, as mirrors of the over all succe 8S or otherwise, 

' 
of the Government policy. A number of persons choose to 

steer clear of stu::lying such variables as prices an::l 

more so those as unpre::lictable an::l abstract as agricul-

tural prices. Therefore, a humble attempt has been made 

to study this very variable, particularly from the point 

of view of its inter-year an::l intra-year variability. 

Specifically, we wish to probe into the impact 

which has been made on variability of agricultural prices 

in India, as a result of Government intervention. We 

seek to find out: How effective has the pricing policy 

of the APC (now CACP) prove::l to be in the specific realm 

of controlling temporal price variabili~y? 

Since the quantum of ::lata and the ensuing calcula-

tions involved are of a very bulky nature, we limited 

our scope to a study of eleven major crops from amongst 

the total of twenty-two crops currently under the purview 
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of the APC. 9oth harvest pric~ analysis (annual data) 

as well as wholesale price analvsis (based on monthly 

data) were undertaken for the chosen crops, generally 

choosing three major states producing each particular 

crop. 

J?_g.ta ~.§~: 

The stu:ly is based largely on secondary data, 

published by the Ministry of Agriculture, Government of 

India. The follovving were the sources of data: 

(i) Agricultural prices in India published by the 
Directorate of Economics & Statistics, Depart
ment of agriculture and Co-operation, Hinistry 
of Agriculture, Government of India. Volumes 
ranging from 1950-51 to 1984-85 were consulted. 

(ii) Bulletin on Food Statistics published also 
by the Director ate of Economics and stat is
tics, Ministry of Aqr icul ture, C-overnment 
of India, 1963-64 to 1984-85. 

(iii) Statistical Abstracts for different states 
for various years published by the respective 
state Governments. 

(iv) Aqricultural Statistics at a glance published 
by the Hinistry of Agriculture, Government of 
India. 

(v) Indian· Crop Calender, Ministry of Agriculture, 
Government of India. 

(vi) Reports of the Agricultural Prices Commission 
(now CACP) for various crops and years. 

(vii) Estimates of Area production & yield of prin
cipal crops in India for different years. 

(viii) Bulletin on Commercial crop statistics: 4 
volu.11es 1976-77 to 1978-791 1971-72 to 1975-
.,c... 1 a::- o c:.. a +-..-. 1 07 1_7 ') .... ,...,.-'! 1 a:=, ~-c:.../1 +'"' 1 OhO_h a 



69 

The following hypotheses have been tested in the 

context of selected crops and states. In chapter IV, 
O,Y\ 

pertaining to,analysis of variability of harvest prices, 
1, 

the hypothesis to be .tested is: 

(1) Government intervention in agricultural pricing 

has resulted in rEducing the variability in far;n 

harvest prices. 

In chapter V which deals Hi th vJholesale pr icPs, 

the two hypotheses proposed to be test-ed are: 

(2) Since the inception of Govern'11ent intervention, 

the magnitude of price hike per month has generally 

been dwindling and has gradually become smaller 

than the magnitude of carrying costs per month. and 

(3) A second-degree parabolic function, in the shape 

of an inverted V, captures the temporal profile 

of the coefficient of variation such that each 

crop, the c~v. keeps on rising upto a particular 

point of time beyond which the its starts declining. 

The presence of reversibility testifies to the 

success of government po l.icy in reducing inter-month 

vari.~bility and the point of reversibility sug;ests the 

year {s) beyond which the magnitude of variability gets 

lessened. 
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.§~lect ]2!}_SrL.f!:S2.2.fL.§!!~_!i~Eer 1~.2: 

The above-.nentioned hypotheses are being tested 

for major' crops so as to represent almost all dominant 

' 
sub-groups viz. cereals inclu1ing coarse cereals, pulses, 

oil seeds, and commercial crops. The first hypothesis 

(1) has been tested for eleven crops viz. rice, wheat, 

jowar, bajra, barley, maize, gram, groundnut, sugar, 

cotton and jute, for the period 1950-51 to 1985-86 since 

continuous comparable data on harvest prices was availa~le 

to us, for this period. 

The second and third hypotheses have been tested 

for ten crops which are the same as for the harvest price 

analysis, with the exception of sugarcane. Sugarcane 

being a perennial crop, did not fit in with the frame-

work of the analysis of monthly behaviour of prices, 

as designed for the fifth chapter on wholesale prices~ /h.u,cfc.r .. e_) 

it was dropped after chapter IV. In fact, even in 

chapter IV the harvest prices data pertain to (raH) 

sugar and not sugarcane which was not available on a 

comparable temporal and spatial basis. While in harvest 

price analysis every crop has been dealt with in an 

individual section each, in wholesale price analysis, 

the chapter is divided into four broad sections and the 

ten crops classified in accordance with the sub-group 

into which they fall. The time period taken for wholesale 
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i.S 

price analysisAfrom 1)56-57 to 1984-!35Jsince prior to .. 

1956-57 monthly price data in severa:_ cases was rather 

scattered. Moreover, this year occurs after the re-

organisation of States. The publication of wholesale 

prices beyond 1985 is awaitej as yet. For analytical 

convenience, the detail)3 ,of data used are outlined in 
~ tl / ~. (\. ~. ( t ~-~ • . 

chapters IV and v. ·In terms of croppeJ area and volu'11e 
i\ 

of production, the chosen eleven crops e:lt"e ~quite important. 

Ch_Qic~-of_ Stat~: 

It was decided to 1 imi t each analysis to not more 

than three states each, for every crop consiClered. The 

reason being that both for harvest and wholesale price 

analysis, the price data covers a considerably long span 

of time and more than three states would have made the 

study bulky without adding much substance beyond what · 

is captured through the experience of three major states. 

The criterion for choosing the states was generally to 

choose the three highest producing states for each crop, 

as well as to ensure that together they accounted for 

a considerable proportion of the total All India production 

of a crop. 

In the wholesale price analysis, for one or two 

crops, vre had to rest content with only two states or to 

substitute one state for another whenever severe data 
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de:::iciencies, e.g. absence of several months' data for a 

nunber of years continuously or spread over the entire 

time per~od, confronted us. Besides, it had also to be 

taken into account, that the wholesale prices were 

available for the same centre in any given state for 

each crop, for the complete time period considered. In 

the ir,terest of the above considerations, occasionally 

the next best alternative state was taken. 

It may be useful to look at the tabulated summary 

of the original lot of crops and states taken 

------crop------state ________________ Percentage-share 

of State in All-
-------------· __________ In.9J.L.J2EQgE.s;t ion 

1. Rice 

2. Wheat 

3. Jowar 

4. Bajra 

west Bengal 
Andhr a Pradesh 
Tamil N'adu 
Total for 3 states 

Uttar Pr a:iesh 
Punjab 
Madhya Pradesh 
Total 

Mahar ashtr a 
Karnataka 
Madhya Pradesh 
Total 

Rajasthan 
Guj arat 
Uttar Pradesh 
Total 

13.8 
11.9 

9. 2 
]4.9 

36.1 
23.0 
8.4 

67._2 

4 2. 7 
14.6 
14.4 
71..:.1 

25.5 
25.0 
15.4 
'§2.!2 

contd ••• 
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con~.d ••• 

5. Ear ley Uttar .?r a::ie sh 45. 92 
Raj ast nan 24.48 
Bihar 4. 41 
Total 1.2~11 

6. Maize Uttar Pradesh 21. 2 
Rajasthan 13.4 
Madhya Pradesh 13.3 
Total 11.J 

7. Grain Madhya Pradesh 28.1 
Uttar Pradesh 27 0 9 
Raj as tha11 21.3 
Total 1~1 

e. Groundnut Guj arat 23. 30 
Andhra Pradesh 19.60 
Tamil Nadu 18.50 
Total §1~40 

9. Suq::>r uttar Pradesh 40.70 
(r.~w) l'-1ahar ashtra 15. 20 

Tamil Nadu 11.50 
Total §7 ·1.9 

10. Cotton Guj arat 24.50 
Mahar ashtr a 17.40 
Punjab 14.60 
Total 56:5:§ 

11. Jute West Bengal 55. 90 
Bihar 12.70 
Assa"TI 11.00 
Total 79~§:9 

----------------------------------

In the wholesale price analysis also, by and 1 arge, 

the choice of states for each crop remained the_ same as 

tabulated abOve, for harvest price analysis. For reasons 

already mentioned above the exceptions -were as follows: 

In the case of Bajra, the third State U.P. was 

replaced by Maharashtra which comes fourth in sequence 



of its share in all India total production of Bajr a. 

In the case of Groundnut, only the first two states 

were taken while Tamil Nadu was dropped for the same 

reason as for sugarcane - thEre were arrivals of this 

crop in this state all round the year. 

In the case of Cotton, none of the top three produc

ing states could be taken becc;use of non-availability of . 

continuous and compar a:Jle temporal data for monthly whole

sale prices. we had to fall back on a much less satisfac

tory resort viz. the fourth and fifth states in order of 

proportion of production, i.e. Andhra Pradesh and Karnataka. 

Finally, for Jute only the highest producing state 

viz. west Bengal, v7hich alone accounted for about 56 per 

cent of the all India production was considered since 

wholesale price data was considerably scattered for the 

other two jute states of Bihar and Assam. 

The above may, in fact, be incl u::led amongst the 

limitations of the analysis since they all constitute 

a compromise in terms of less than best available options. 

~t h.Q~ 0 l.Qg.Y: 

An attempt has been made to study price variability 

over three decades, from many angles. For this purpose 

let us first consider the periodisation scheme adopted 

for chapter IV on Harvest prices and its under lying logic. 



In keeping with hypotheses (1) above, we divide the entire 

period into two broad eras: the pre-government intervention 

and the post-intervention era. The fonner ends roughl~l 

an year or two after a crop entered the purview of the Al'C. 

To analyse the variability of harvest prices over time, 

the following were calculated, fer each of the pre- and 

post-government intervention periods: 

i) standard deviation, 

ii) the coeff ic ien t o:': variation, 

iij_) average or mean price, c;nd 

iv) the compound annual growth rate. 

The above four were calculated both for the (a) original 

yearly data first, as we 11 as (b) on the basis of three 

year moving averages obtained from the original data. 

v) After completing the above, an additional exercise 

was to eliminate excessively abnormal years in 

each case and re-calculate the S.D. 2nd c.v. 

for a final rev ie,,.~. 

vi) Wherever occasional data gaps occurred, prices 

were interpolated. 

vii) Graphical represent at ion of the annual compound 

growth rate against time was obtained both for 

original data and for moving averages. 
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In the cr 3.pter Von vari:.bility of wholesale prices, 

the following were calculated: 

(i) the aver age price was for each of the four (o
1 

to o4 > quarters constituting each year; 

(ii) Percentage price change per month = o4/o1xl00 - 100 
----9 

(iii) Maximum price difference Maxim urn = -----xl00-100 
Ql 

actualnuiiiber of 
months 

(iv) the normal carrying costs for each period. 

(v) Coefficient of variation for each year. 

(vi) a second-degree parabolic function was fit ted 

to the temporal profile of c.v. using the equation 

Vij = a -t bT + cT 2 with the year of reversibility 
/ 

being .identified as that when T = tc. 
(vii) the graph of c.v. against time was obtained in 

each case. 

(viii) As a final adjunct, the pattern of market 

arrivals of selected crops was calculated in 

percentage t"erms. 

As already mentioned, further details of each proce-

dure adopted by us are spelt out at appropriate places in 

chapters IV and V so that a degree of cohesiveness in our 

analysis is ensured in both types of variability analysis. 



CHAPTER IV 

VARIABILITY IN HJRVEST FRICES 

As suggested earlier in chapter III, variability in 

prices can be meaningfully stUdied, on a broad plane, with 

respect to the temporal movement .of either farm harvest 

prices and/or wholesale prices. Both serve useful purpo:;e 

and from the point of view of policy perspective, both are 

important in their own right. The present chapter examines 

the temporal behaviour of farm harvest pirces in respect of 

eleven major crops, each crop covering, on an average, three 

major producing states. 

The harvest prices are those prices which prevail in 

the market on the eve of and for about 2-3 months immediately 

succeeding the harvesting operation. For obvious reasons, 

the harvest prices for different crops and in different 

states refer to a different set of months but, in general, 

these prices do terrl to reflect demand and supply position, 

when the harvest for a crop matures. For a number of 

economic and social reasons, most of the saleable portion 

of crop output arrives in the harvest months and the next 

season's cropping pattern decisions are governed mostly 

by the behaviour of farm harm harvest prices during the 

current season. It may not be an exaggeration to say that 

the total economic outcome of farm production brings crucially 
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i', 

on the level of harvest prices at which most of the produce 

is sold. In recent years, the proportion of crop sales 

at harvest time has increased phenomenally and accordingly 

the economic importance of these prices has gone up tremen

dously. In fact, most of the recent agitations for higher 

farm prices have, at their back, the idea of wresting higher 

and higher harvest prices. 

Year-to-year fluctuations in agr !cultural prices is 

a normal phenomenon. Of more serious police concern is the 

occurrence of violent up- and do·wnswings in harvest prices, 

on more frequent basis. Since the mid-sixties, the govern

ment has been intervening in the marketing process of a 

number of crops, primarily with the idea of ironing out 

excessive price increases or excessive price declines •. The 

interests of consumers as well as those of the producers 

were sought to be safeguarded through government inter

vention so as to obviate the frequent occurrence of severe 

price crashes which hit production milieu of farmers or 

severe price increases that caused undue hardship to the 

consumers. 

For analytical convenience, the time-series data 

for the perio:i 1950-51 to 1985-86 has been split into two 

parts. period I covers the years during which effective 

intervention by the government was not there, while Period 

II starts, for each crop under study, from the year during 
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which the intervention really commenced. Out of the ele~·en 

crops covered by us, period I represents the years 1950-51 

to mid-sixties for about eight crops while for the remaining 

three crops, period II commences a little later. 

To recapitulate, government intervention has been 

two major co,unts. Firstly, for each crop under the purview 

of thE! Commission for Agricultural COsts and Prices, procure·-

ment price is announced well in advance so as to provide a 

sort of advance assurance to the prospective producers about 

the minimum of the price that they are sure to get when 

their har,vest· arrives. This aspect of government inter

vention is in the nature of laying down, on a year-to-year 

basis, a policy for price management. The other aspect of 

intervention deals with actual purchase by government so 

as to implement the policy aspect in an effective manner. 

Obviously, therefore, the movements in harvest prices in 

period II are determined by the combined effect of govern-
. . 

ment policy as well as implementation. It is quite con

ceivable that for a certain crop, the policy component of 

intervention for a certain year may have been fully observed 

but implementation aspect may have left something more to 

be desired, perhaps because the crop output has been too 

good or too bad, or perhaps to local procurement system 

failed, or perhaps the producers reacted indifferently for 
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reasons of political economy, and so on,. It would clearly 

be an abnormal year and one may be tempted to say that 

government intervention did not succeed for that year. 

Perhaps, single years of this type may be met quite 

commonly for some crops, in some states, but these should 

not negate the positive benefits of government intervention 

on a long-term basis. In fact, an advisable course would 

be to take out s~ch isolated years and then see the effect 

of government in·tervention. In the present chapter, we 

have had to do this rectification for some crops. 

Although the CACP (then APC) was set up in 1964, yet 

the process of bringing individual crops under its purview 

was staggered _over a few years. For lack of any other 

meaningful criterion, we proceed under the assumption that 

the process of government intervention for a crop commenced 

during the year that the crop was brought under the purview 

of the CACP. In other words, we have relied nearly exclu

sively on the first of the two components of the inter

vention, namely price fixation policy. It is not difficult 

to visualize that the stabilization effects of government 

intervention could not emerge at the same time that the 

CACP started its deliberations -for a particular crop. To 

say the least, there must be a minimum time requirement 

for the interventionist policy to show its result; besides 

time gaps involved for price signals to reach the grassroot 
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levels in far flunged areas,' local gearing up of marketing 

infrastructures and the degree of preparEdness of local 

procurement agencies, etc. would imply that the year of 

.9!! j,YE~ intervention is not the year of ~ ~£.!9 inter

vention. Nevertheless, the time gap between the two should 

not be very large particularly because a fairly large 

number of crops is what the .CACP had. to. begin with, since 

its very inception. The important point that we wish to 

emphasize is that we should take a long-term v'iew of the 

interventionist effects, i.e. to see if period II whether 

shortened by 2-3 years or not, does show an u11_derlying 

tendency of a relatively less fluctuating price regime. 

There is a merit in viewing the total behaviour of period 

II against that of period I; a year-to-year comparison 

serves no policy purpose. 

On the basis of the foregoing discussion, the follow

ing hypothesis is proposed for empirical verification: 

Government intervention in agricultural 
pricing has resulted in reducing the var !a
bility in farm harvest prices. 

In other words, compared with the pre-intervention era, the 

farmers of India new face much milder year-to-year ups and 

downs in harvest prices of their produce, and thil? has 

instilled greater confidence in future production planning 

and government• s capabilities in preventing severe price 

crashes. 
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As pointed out earlier in chap':er Iri, variability 

in a variable can be seen in absolute terms by measuring 

the changes in standard deviation (S.D.) or in relative 

terms through changes in coefficient of variation (C. V.). 

Both measures of dispersion are important in their own 

right. However, in a situation where the mean level itself 

changes, the absolute dispersion does not go beyond pointing 

out greater or smaller deviations within the series itself: 

its comparison with another series with an altogether 

different mean level does not convey much. In our case, 

the mean price levels for period II are bound to be higher 

and in some cases substantia~ly higher, since the variable 

under cons.ideration is annual harvest price. our conclusive 
I 

judgement about the degree of variability in period II over 

that in period I is, therefore, based heavily on the beha-

vi our of the coefficient of Variation (C. v.). 

In the following discussion, the variability in farm 

harvest prices far each of the chosen eleven crops in period 

II is compared with that in period I. Following the 

standard practice, all indicators are worked out once 

based on original yearly data and then once again based 

~n three-year moving averages obtained from the original 

data. In order to have a broad comprehension of the chang-

ing phenomena, the mean levels as well as the annual 

compound growth rate, are also given in the statistical 
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tables, separately for periods I and II. Furtherrrore, to 

understand the b!'oad _gual~ative differences between period 

I and pericd II, annual growth rates have also been derived 

and represented on two separate groups (one based on the 

original data and the other on the three-ye~ moving ave

rages) for each crop. An indication of the qualitative 

difference is also available in statistical tables through 

the number of years for which positive annual growth rates 

against negative annual growth rates were witnesse·d; for 

each of the two periods. In brief, we have tried to look 

at the phenomenon of price {, ar iabil ity in many different 

ways so that our judgement about the variability-reducing 

effects of the interventionist policies do not remain 

clouded. Let us begin with rice. 



RICE 

· Table 1 sets out the de tails for rice. The three 

states are West Bengal, Andhra Pradesh and Tamil Nadu. While 

comparable data were available for west Bengal and Tamil 

Nadu for the whole period 1950-51 to 1985-86, for Andhra 

Pradesh, information for paddy alone was available beyond 

1970-71 against that for-rice for the earlier years. There 

is no direct way out to switch over frcm price of paddy to 

that of rice to make the whole time-series data comparable 

in the case of Andhra Pradesh. We had, therefore, to fall 

back upon a much less satisfactory method of converting 

one set of prices into the other roughly through physical 
-

conversion ratio. As we see a little later, this poses its 

own problems. 

As expected, the mean price· levels in each of the 

three states are substantially higher in period II over 

period I. There is thus a consider able step-up in the 

annual growth rates, in each of the three states. we have 

thus a scenario in which period II shows a faster increase 

in prices compared with period I. But there are periodic 

ups and downs also. More significant, therefore, is to see 

the behaviour of dispersion in the two periods. As can be 

seen from the accompanying six graphs, period II tends iO 

give the impression of greater dispersion. Indeed this 

is so if we compare standard deviations of the two periods; 



85 

------------- --- ------
Indicator Period West An:ihra Tamil 

Bengal Pradesh Nadu . --- ------------
MEAN Period I 58.34 55.04 51.89 

(59~ 15) (55. 90) (53.07) 

Period II 196 .6 3 15 9. 54 157.04 
(189.80) (155.05) (151. 06) 

STANDARD Period I 16.25 14. 10 10.66 
DEVIATION (17.30) (12.17) (9. 50) 

Period II 67.37 54.22 62.54 
(55. 58) (4 9. 04) {57. 88) 

COEFFICIENT Period I 27.85 25.6 2 20.54 
OF VARI .ATION {29.25) (21. 77) {17. 90) 

Period II 34.26 34.00 39.82 
(29. 28) (31.63) {38. 32) 

ANNUAL CROWTH Period I 1.61 2. 21 1. 72 
RATE (COMPOUND) (1. 98) (2. 07) (1.63) 

Period II 2.01 2. 72 3.19 
(2.02) {2. 66) { 3. 21) 

----------------------------------------------------------
Number of years 
showing 

{i) Increase Period 
in Price period 

(ii) Decrease Period 
in Price Period 

I 13 
II 13 

I 4 
II 6 

12 
14 

5 
5 

13 
16 

4 
3 

--·-.-------------- -----------
Note: Figures in brackets are estimates 

based on three-year moving average 
series. 
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in West Ben_gal, s.D. increased from 16. 25/17, 30* in period 

I to 67.37/55.58 in period II, in Andhra Pradesh from 14.10/ 

12.17 to 54.22/49.04 and in Tamil Nadu from 10.66/9.50 to 

62.54/57.88. Nevertheless, if we take cognizance of the 

higher levels of mean values in period II over period I, 

the picture on dispersion gets considerably mollified. 

Nevertheless, the coefficient of variation in pE!riod II 

stays higher than that in period I and accordingly one is 

instantly led to believe that the government intervention 

has not succeeded in reducing the year-to-year variations 

in harvest prices for rice. West Bengal offers some conso-

lation because the c. v. in this state increased very mildly 

fran 27.85/29.25 in period I to 34.26/29.28 in period II. 

In fact, the smoothening effects of taking moving averages 

also do not bring about any improvement. 

As is typical of many statistical estimates, one or 

two excessively abonormal observations throw them off the 

beam. The instruments of our analysis, viz. the mean, 

standard deviation and coefficient of variation certainly 

suffer frOm this handicap. Moreover, the long-term bene

ficial effects of government intervention should not be 

allowed to be obliterated by a single excessively bad year 

or a single excessively good year. We would like, therefore, 

* The first figure is based on original data while 
. the second one on moving average data. 
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to set aside one or 1:-wo such abnormal years and rework the 

estimates of dispers.:i..on- S.D. and c.v. It is important 

to point out that such an exercise has to be done with great 

caution, and one or two years which are .EE~~ excessively 

abnormal from the perspective of steep departure from the 

underlyin;I trend may be deleted. Obviously, in a situation 

where the annual growth is almost regularly alternating 

between too high jumps or too high falls, the question of 

deleting one or two years just does not arise. Elimination 

of years has been done after carefully stlrlying ~ach 

ind.ividual case separately to ascertain which are the 

obviously jarring departures so that a single criterion of 

elimination does not exist for all the thirty two cases 

under review. Some cases where the Coe;fficient of Variation 

shows a clear decline in variability after Government inter

vention and there does not appear much scope for any further 

enhancement of the magnitude of decline or vice-versa, have 

not been re-worked out as such. Only those cases have been 

re-worked, after eliminating the glaringly divergent years 

from any period, where we could logically expect some change 

if not a complete rever sal. This exercise has thrown up 

some improvements while some stubborn variabilities have 

still not been mollified. We will consider the individual 

details with each crop respectively. 
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In the present case, we felt tempted to del~te 1967-

68 from period I and 1980-81 and 1981-82 from period II in 

the case of West Bengal; 1%7-68 frc:rn period I and 1974-75 

in the case of And hr a Pradesh, and none in the case of 

Tami 1 N adu. Such deletions did not rectify the earlier 

results, .as is evident from the following table. 

Table I-A: Variabili!Y_in Harvest Prices of Rice: Effect 
:§I:~~~~~sr..]Xces~i v~y Aimormai'YeaF s ----

------------------------------------------------------------Indicator· Period -~e s_!_Beg_g ~1- _And EE§_Er~~h. 
Before After Before After 
Deletion Deletion Deletion Deletion 

------------------------------------------------------------
STANDARD Period I 
DEVIATION Period II 

COEFFICIENT Period I 
OF VARIATION Period II 

16.25 
67.37 

27.85 
34.26 

l6o 25 
69.04 

27.85 
33.49 

14.10 
54.22 

25.6 2 
34.00 

Note: No deletion was effected for Tamil Nadu, 
the figures for which remain the same as 
in Table I and have therefore not been 
repeated here. 

14.10 
52.36 

25.62 
32.05 

we are thus led by the av ai 1 able evidence, to suggest 

that the government intervention has not succeeded in usher-

ing in an ex-a of relative stable prices in the case of rice. 

As we can see, the standard deviation and c. v. has come 

down in period II after deletion as compared to the original 

in Andhra Pradesh but not sufficiently to reverse the 

original trend of increasing variability from period I to 

II. In west Bengal as well, the trend as borne out by the 

c. v., remains the same. 
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We are fully conscious of the fact that our results 

for rice do not throw up a very neat pattern. Part of the 

fault essentially lies with our choice of rice rather than 

paddy. In fact for a conceptually more satisfying and 

acceptable exercise on price variability paddy should have 

been chosen instead of rice since we are dealing here with 

harvest prices. Unluckily however, we cannot always have 

our choices. Due to some data gaps a continuous time series 

on farm harvest prices for paddy could not be built without 

bringing in questionable compromises. Accordingly, we were 

obliged to opt for a less satisfying exercise and considered 

time series data for rice. It needs to be emphasized there

fore that the results must be treated as simply indicative 

of the broad underlying tendencies. 
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WHEAT 

The next most important crop in the context of govern

ment intervention policy is wheat. The results of our exer-

cise for this crop are given in Table II. The three states 

covered are Uttar Pradesh, Punjab and Madhya Pradesh. 

--------------------------------------
Indicator Period Uttar 

Pradesh 
Punjab Madhya 

Pradesh 
-----------------------------------

ST A.l\JDARD 
DEVIATION 

COEFFICIENT 
OF VARIATIOt--1 

pericxi I 

Period II 

period I 

Period II 

Period I 

Period II 

ANNUAL GROWTH Period I 
RATE (COHPOUND) 

Period II 

48.91 
(48.50) 

117. 27 
(115.71) 

19.95 
(16. 39) 

30.81 
(26. 28) 

40.78 
(33.79) 

26.27 
(22.71) 

1. 92 
(2. 12) 

1. 88 
(1.78) 

44.4 3 
(44.82) 

112.6 8 
(109. 98) 

12.30 
(11.72) 

30.16 
(27.72) 

27 o6 9 
(26.14) 

26.77 
(25. 20) 

1.6 9 
(1. 85) 

2.10 
(2. 10) 

45.22 
(44. 92) 

13 3. 39 
(129.86) 

9.75 
(8. 91) 

40.44 
(36. 54) 

21.57 
(19. 84) 

30.32 
(28. 14) 

0.55 
{O. Cfl) 

2.28 
(2. 36) 

------------------------------------------------------------
Number of Years 
showing: 

{i) Increase in Period I 
Price during period II 

(ii) Decrease in Period I 
Price during Period II 

12 
15 

5 
4 

13 
14 

4 
5 

10 
12 

7 
7 ____ ,__ ___________________ _ 

Note: Figures in brackets show indicators 
based on three-year moving average 
series. 
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The mean price level :.n table II tells a story similar 

to that for rice. The aver,.ige price for all three states 

during period II for wheat is more than double of that irl 

period I, as ls to be expected in a growing economy. The 

compourrl annual gr ovtt h rate , however, fell from 1. 92 per 

cent to 1.88 per cent for U.P. while it rose for the other 

two states. Moreover, the absolute variability was the 

highest for U.P. in period I (almost 20) and increased to 

30.81 in period II which was less than the increases regis

tered by the other two states, in. comparative terms espe

cially Madhya Praiesh where the absolute variability shot 

up to 40.44 from a mere 9.75. The relative variability, 

qs indicated by the coefficient of variation, ho~,;ever, fell 

substantially from 40.78 to 26.27 for U.P. and from 27.69 

to 26.77 for Punjab- not as distinct a fall, as for U.P., 

yet a decline in price variability, nonetheless. Ho•t~ever, 

in Madhya P!'adesh, the harvest price variability registered 

an increase from 21.57 to 30.32. It appears from this that 

Government intervention has not successfully percolated to 

all levels in Madhya Pradesh which is incidentally, also 

a state where the marketing, procurement and social systems 

are not as sophisticated and developed as they are, perhaps, 

in U.P. and Punjab. It is thus clear that a mere fixation 

of price and its advance announcement by the Gov~rnment at 

the centre does not necessarily ensure the success of price 



91 

st cbil izat ion policy. In the ultimate analysis the inci

dence of continuing fluctuations in production, punctuated 

by severe ups and downs, practically on a regular basis, 

sets the tone of price behaviour, on an year-to-year basis. 

In addition, the weak infrastructure and inadequate procure

ment efforts add their share to price instability. 

\~e may notice, that while in period I, prices in U.P. 

increase:! in twelve years out of seventeen years i.e. appro

ximately during 71 per cent of the total number of years 

and fell during 29 per cent of the total number of years 

comprising period II, they registered an increase in 79 per 

cent of the years (i.e. 15 out of 19 years), falling only 

in 21 per cent of the total number of years. 

This shows, that when the Green Revolution struck 

during the beginning of perio:l II and wheat was one of the 

foremost beneficiaries in terms of output and yield expansion, 

then, in the face of expanding supply, the Government was 

successful in providing an adequate support to the wheat 

prices and preventing them from crashing. 

Historically, it is a major achievement of the govern

ment's interventionist policy to have ensured a breakthrough 

in wheat output: a steady rise in annual harvest prices: 

and a stea1.y decline in year-to-year variability in harvest 

prices. In fact, in the states of Uttar Pra:iesh and Punjab 

where a very high percentage of wheat cropped area is 
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irrigated,* the year-to-year fluctuations in production 

got mollified in period II against period I. For lack of 

adequate irrigation facilities, Madhya Pradesh, therefore, 

offers a contrast. 

Before we finally declare the failure of government 

intervention in Ma1hya Pradesh, it m;3.y be advisable to feel 

convinced that the higher coef fie ient of v ari ati on in 

period II is not the outcome of just one or two excessively 

a:Qnormal years. We must not deny the bene£ ici al effects 

of the government policy for 17 or 18 years of period II 

just because one or two extreme years inject statistical 

distortions. A careful perusal of the whole time-series 

data identifies 1973-74 and 1974-75 as excess! vely abnormal 

years, when harvest prices of wheat shot up. As is well-

known, the takeover of wholesale trade in wheat in 1 g] 3-74, 

threw the whole business of wheat marketing off the beam; 

the producers reacted very sharply by withholding supplies. 

It may be desirable to see if the behaviour of co

efficient of variation undergoes a change by deleting trese 

two extremely abnormal years. Table II-A is based on such 

an exercise. 

* In 1985-86, irrigated portion of wheat cropped area 
was 84.08 per cent in uttar Pradesh; 90.20 per cent 
in Punjab and a mere 31. 9 per cent in Madhya Pradesh. 
See Statistical Abstract of Punj•ab, 1986, pp.l26-27. 



-------------------------------
Indicator period __ Madhya PI'a§esh 

Before After 
Deletion Deletion --- -------- -----

Standard Deviation Period I 9., 75 9., 75 
Period II· 40.44 33. 93 

coefficient of Period I 21o57 21.57 
Variation Period II 30.32 27.56 

-------------------------------
Note: Since U.F. and Punjab conform to the 

hypothesis of falling v ar iabili ty no 
deletion was effected for them. 

We can see fro·:1 ta'ole II-A, that deletion of the two 

excessively abnormal years did lead to a fall in the s.n. 

and c.v., thereby reducing the magnitude of variability 

difference bebveen periods I and II but the direction per-

sists. This has not rever sed the trend of an increase in 

c.v. from period I to II. From this, we may conjecture 

that the result of increase.1 v ari ability could indeed be 

due to ineffective implementation of Government's price 

policy_ ineffective marketing system, absence of comple-
. 1 

mentary infrastructure. In fact, studies reveal a 

positive correlation between a backward state and backward 

agriculture. 

Thus, the analysis of wheat crop prices confirms our 

hypothesis in the two most important states of u.P. and 

Punjab arid does not seem to uphold the same in the case of 

Madhya Pra:lesh. 
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JOWAR 

Turning to table III for jowar, we find that, in 

keeping with our hypothesis once again, the relative 

variability has distinctly gone down during the period of 

active Government intervention as compared to the pre

intervention period I. While the c.v. fell from 30.43 to 

26.95 in Maharashtra, it came down from 42.42 to 28.14 in 

Karnataka. In both these states, the annual growth rate 

of jowar prices fell during period II while the mean price 

level rose for all three states as usual. Once again the 

notable exception to our hypothesis is the relatively 

backward state of Madhya Pradesh. 

The parallel observations for moving averages are 

pointers to the same reality, reinforcing the above analysis 

but on the whole in a more evened out or less sharp a 

manner. The Government seems to have successfully arrested 

price declines during period II in Maharashtra but. not quite 

so in Madhya Prad.esh. The percentage of years maJ;:"king an 

increase in prices was brought from approximately 65 per 

cent in period I :closer to the vicinity of 80 per cent in 

period II in Maharashtra which was a commendable achievement. 

In our introductory chapter, we had mentioned that 

complementary forces are needed, for a pricing policy to 

be successful in bringing about stabilisation. It seems, 
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---------------------------------
Indicator Per icii Mahar ash- Mciihya Karnata-

tra Pradesh ka 

--------------------------------------
MEA..l\1 Per io:l I 36.67 32o60 37.91 

( 36_. 90) (32.44) (39.11) 

Period II 121.18 10 2. 89 112.42 
(119.28) (100.59) (107.48) 

STANDJ~D Per io:l I 11. 16 7.34 16. ()8 
DEVIATION (10. 92) (6. 64) (15.42) 

Period II 35.92 28.6 2 31.64 
(33.42) (24. 7 5) (26.12) 

COEFFICIENT Period I 30.13 22.53 4 2.12 
OF VA.P...I ATION (29.59) (20.60) (3'-~.42) 

Period II 26. 95 27.82 28. 14 
(28. 0 2) (24.61) ( 24. 18) 

ANNUAL CROWTH Period I 2. 25 1.oo 3. 25 
RA'IE (COMPOUND) (2. 58) (1.44) (3. 34) 

Perio.1 II 2.18 2o 00 1. 75 
(2. 26) (2.02) (1.68) 

----------------------------------------------------------
Number of 
Years showing: 

(i) Increase in Period I 11 11 13 
Price during Period II 15 12 12 

(ii) Deere as e. in Period I 6 6 4 
Price during Period II 4 7 7 

----------- ____________ ____.._, 

Note: -Figures in brackets show ind.icators 
based. on three-year moving aver age 
series. 

these very forces have been absent in certain states like 

Madhya Prad.esh thus reducing the effect of Government 

attempts at price stabilisation. Therefore, once again 

as in the previous case of wheat, for jowar as well, we 
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conducted the del~tion exercise only for Madhya Pradesh~ 

eliminating the two obviously divergent years (in terms 

of al::>so lute prices) 197 3-74 and 1974-75 from period II, 

as is evident from the Graph as well. The results tabulated 

in table III-A were obtained. 

------------------------------
Indicator Period --~.S~.Y.§ Pr .§des h ~ 

Before After 
Deletion Deletion ---------------------------

Standard 
Deviation 

COefficient 
of Variation 

Period I 
period II 

period I 
Period II 

7. 34 
28.6 2 

22.53 
27.82 

7 0 34 
27.96 

22.53 
28.20 

Note: No deletions were effected for 
Maharashtra and Karnataka, their 
figures remaining the same as in 
Table I II. 

Table III-,'\ reveals, once again that the state of 

Madhya Pradesh has eluded price stabilisation attempts 

perhaps for the same reasons as already stated in the case 

of wheat. The elimination of excessively abnormal years 

has had no impact on bringing do\Yll the variability from 

period II to II, in fact it has gone up slightly. 

In a nutshell thus, Jov1ar appears to conform to our 

hypothesis, once again with the exception of the backward 

state of Madhya Pradesh. 



97 

Table IV which deals with bajra, further reveals 

that, in keeping with our expectations, the relative varia-
I 

bility declined perceptibly for Gujarat and also (though 

a little less so) for u.P. while it increased slightly for 

Rajasthan. While the rate of growth of prices also fell, 

from period I to II. However, while the mean price level 

and standard deviation increased in all three states, ,.,e 

find that the S.D. must have increased much more so in 

Rajasthan thereby leading to a higher coefficient of varia-

tion in pericrl II. A glance at the moving averages counter

part, however, shows that if we take 3-year average figures 

they succeed in smoothening out the excess! ve ups and downs 

so as to reveal that the c. v. was almost the same for 

Rajasthan in period II as in period I (28.79 and 28.42 

respectively) and therefore did not increase to the extent 

indicated by the original figures. If we consider the 

•number of years in which prices fell during period II 

they outnumber their counterparts during period I, for 

the states of Gujarat and U.P. but for Rajasthan, there 

was an increase in the nUmber of years regist~ring price 

increases and a fall in the number of years showing a 

decline in prices during period II. Significantly, however, 

the magnitude of decline in Gujarat and Uttar Pradesh was 

much less sharp compared with that in Rajasthan. Hence 

the relative picture on variability. 
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Table IV: Growth and 'Variability in l-Jarvest Prices of 
]'ajra.:-'-19s:Q::~1 to 1982:8'b~·--------

---------------------------
Indicator Period R aj ast han Guj ar at uttar 

Pradesh -----------------------------

STANDARD 
DEVIATION 

COEFFICIENT 
OF VAQ. I AT ION 

A~NUAL ffiOWTH 
RATE (COMPOUND) 

Period I 41.46 
{41.16) 

Period II 113~75 
(110.70) 

Period I 

period II 

Period I 

Period II 

Period I 

Period II 

12.71 
{11.70) 

39.06 
(31.87) 

30.66 
{28.42) 

34.44 
{28. 7 9) 

1.6 3 
( 1. 97) 

2.43 
(2. 38) 

4 2. 20 
(43.36) 

119. 12 
(116.76) 

18.66 
( 17. 26) 

35.29 
( 30.4 2) 

44.21 
{?9o81) 

29.6 3 
{26.05) 

3.5 3 
{3. 50) 

2.13 
{2. 11) 

40. 25 
{41.06) 

1 oo. '99 
{99.13) 

11.93 
{11.92) 

29.86 
(24.57) 

29.65 
(29.04) 

29.57 
(24. 7 9) 

1.77 
(1. 95) 

1. 92 
(2. 00) 

-----------------------------------------------------------
Number of Years 
showing: 

(i) Increase in Period I 
Price during Period II 

( ii ) Deere ase in Period I 
Price during Period II 

10 
12 

7 
7 

12 
12 

5 
7 

12 
12 

5 
7 

-----------------------------
Note: Figures 'in brackets show in:licators based 

on three-year moving average series. 

On stu:iying the original absolute price data for the 

three states, ~~ found that the year 1974-75 was a distinctly 

notorious one for .all t~e three states. Therefore, in spite 

of the fact that only one state viz. Rajasthan, showed 

results contrary to our hypothesis, while Guj ar at and u. P. 
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registered a decline in the relative price variability .. 

during the period of Government intervention, ~~ decided 

to delete the year 1974-75 from all the three states and 

then compare the results as set out in table IV-A. In 

the case of Rajasthan only, the year 1985-'86 was also 

deleted. 

From table IV-A we can see that by eliminating the 

glaringly abnormal years, the Coefficient of Variation 

has reduced in all the three states as compared to its 

original level in period II. The magnitude of the diffe

rence, however, is no~L very 1 arge, as can be seen in 

Gujarat and U.P., where the basic original trend of a 

decline in varic.bility frOm period I to II is only slightly 

enhanced in degree (direction of course remaining the same). 

In the case of Rajasthan, however, the c.v. has come down 

considerably for period II, from its original level of 

34.44 before deletion to 30.81 after eliminating the two 

extreme years of abnormality, thus reversing the earlier 

trend of a distinct increase in variability in period II. 

over period I. It would perhaps be safe to accept that, 

by and large, the degree of price variability has remained 

the same in Rajasthan in spite of government efforts: a 

decline is not yet in sight. 

In sum, our hypothesis about the variability-reducing 

effect of government intervention is clearly conf irm=d in 



100 

-----------------------------------·----
Indicator Period Raiasthan 

'Before- After 
Deletion Deletion 

....;___ Guj~--
Before After 

Deletion Deletion 

Uttar Pradesh 
"B efore-Arter 

Deletion Deletion 

---------------------------------------------------------------------------~ 
standard 
Deviation 

Coefficient 
of Variation 

Period I 

Period II 

Period I 

period II 

12.71 

39.06 

30.66 

34.44 

12.71 

·32.51 

30.66 

30.81 

18.66 

35.29 

18.66 

33.65 

44.21 

29.00 

11.93 

29.86 

29.65 

29.57 

18.66 

27.89-

29.65 

28.45 

--------- ---------------------------- ---------------------------------
Note: Figures for S.D. and c.v. remain 

the same before and after deletion 
in Period I because none of the 
years in period I were deleted. 
The deletion of years was only 
in period I I • 
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in the case of Gujarat and Uttar Pradesh. Although in terms 

of statistical indicators, Rajasthan shows no positive 

evidence of a decline in variability in period. II over 

period I, yet the positive ef feet of government policy 

cannot be lost sight of, especially because the c.v. in 

per-iod II is riearly the same as in pE~riod I. The con:ii

tions under which the crop· is grown in Rajasthan are sure 

to generate rather wild ups and downs in its production 

graph. The production graph for the whole period 1950-51 

to1985-86 is punctuate::l by startling dips followed by 

su::lden heights almost on a regular basis. The extremely 

fluctuating pattern of production owes itself primarily 

to the vagaries of weather since the crop is grown nearly 

completely under rainfed conditions. For example, during 

the (3-year average period) 1966-6 9, irrigated portion of 

the cropped area under bajra was 1. 45 per cent only in 

Rajasthan and this percentage witnessed hardly any notice

able increase even uptil the mid-eighties. In brief, the 

message is clear and loud.. Government policy on the price 

front alone cannot be the ultimate answer for improving 

the production conditions and income earning capabilities 

of farmers if production instability caused by weather 

abnormalities continue to operate unabatedly. Production 

instability is boun:J. to increase in the case of r ainfed 

crops if,' beyond a certain time-point, sane of the modern 



inputs are also appLied in their cult iv at ion. This is what 

seems to be happenL1g for baj ra in Rajasthan (and other 

similar, rainfed crops in some other states). If rains 

are timely and adequa.te, yield rates go up tremendously; 

if rains fail, yield rates go tumbling dovm. In period 

II, the amplitude is magnifiej more bee atise some excessively 

gocd years are now discernible on a more frequent basis, 

than in period I. But then, there are excessively high 

crop failures also. In any casr::·, on balance, the fluctua

tions in production and in harvest prices in period II are 

not reflective of a high order of economic distress. Perhaps, 

the contrary is the real situation. It is in this context 

that the bajra story of Rajasthan may not be dubbed as a 

failure of government policy. 
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BARLEY 

Turning to table V for barley, we find yet another 

clear support to our hypothesis, the relative variability 

witnessed a distinct decline from period I to II in all the 

three representative states, namely, Uttar Pradesh, Rajasthan 

and B ih3r. The Coefficient of variation declined from 4 2. 25 

to 30.54 in Uttar Pradesh; from 3 9. 87 to 29.31 in Raj as than) 

and from 38.10 to 30.06 in Bihar. The parallel figures were 

38.40 to 29.58; 38.85 to 25.19; 35.92 to 28.35 for Uttar 

Pra::-lesh, Rajasthan and Bihar respectively, in the case of 

estimates based on moving averages. The two series in this 

case are very much akin to each other. The other indicators 

like the absolute dispersion also show such closely related 

trends for both series. The S.D. roughly doubled in all the 

three states, while the mean increased by much more than 

double. The growth rates showed a small increase in the 

states of U.P. and Bihar but a decline in Rajasthan while 

those based on the moving averages series differed in direc

tion from the original series, only in the case of U.P. 

All the three states were successful. in distincly increas

ing the number of years witnessing price increases from 

period I to II and consequently reducing the number of 

years in which harvest prices of Barley fell. 

The Government • s price policy appears to have been a 

success for barley in respect of a reduction in price 
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'· Table V: Grov.rth and Variability in Harvest Pr.!£~! 
'Bari-eiTTI~~~..!:g 19ss~~§.---

_....._.__~------------..-.--------------__,_-

Indicatcr Period Uttar Rajasthan Bihar 
Pra::iesh 

-----------------·-------------.--, 

STANDA.R.D 
DEVIATION 

COEFFICIENT 
·oF VA'Q..I ATION 

Period I 

Period II 

Period I 

Period II 

Period I 

Period II 

ANNUAL CRm-JTH Period I 
RATE (COMPOUND} 

Period II 

3 9.19 
{39.84) 

39.78 
{4 o. 07) 

9 9'. 6 5 10 9. 0 3 
(96. 50) {105. 92) 

16.56 
(15. 30) 

30.43 
{25. 07) 

4 2. 26 
(38. 40) 

30.54 
{29. 58) 

2. 22 
{2.49) 

2. 36 
(2.29) 

15.86 
(15.57) 

31. 95 
(26 0 6 8) 

39.87 
(3 8. 85) 

29.31 
{25 .19) 

2.34 
(2. 74) 

2. 27 
( 2. 19) 

41.64 
{41. 17) 

118.71 
{103. 29) 

15. 99 
(14.78) 

35.68 
{2 9. 28) 

38.40 
(35. 92) 

30.06 
{28.35) 

1.63 
(2. 05) 

2.58 
(2. 58) 

-----------------------------------------------------------
Number of Years 
showing: 

{i) Increase in Period I 
Price during Period II 

( ii ) De ere ase in Per iod I 
Price during Period II 

9 
12 

10 
5 

10 
13 

9 
4 

10 
14 

9 
3 

-------------------------------------
Note: Figures in brackets indicate estimates 

based on three-year moving average series. 

variability, and also reducing the incidence of occasional 

price falls. It may be said, that the complementary package 

of forces needed for the effectiveness of agricultural 

prices may well have been present, thus reinforcing a 
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distinct C:ecline in variability during the period of Govern

ment intel vent ion. In any case what is of relevance in 

our context is that the hy:pothesis of declining variability 

in period II has been upheld by yet another crop. Whether 

and to what extent the complementary factors existed, is 

another matter-. 

A glance at the gra:phs and original price data reveals 

no scope and logic for deleting any specific years for any 

of the three states, for Barley. 
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MAIZE 

In the case of maize (table VI), we find that the 

mean level has gone up for all the three states of Uttar 

Pradesh, Rajasthan and Madhya Pradesh but to a lesser extent 

compared viith that for some other. crops. The !-1ean alone, 

ho',vever, only serves as an indicator of the average price 

level prevaili~g during a given period of t.ime, and only 

telJs us 'hlhether the average level is higher during another 

time period or not. Along with this, the compound annual 

-gro~-.Tth rate tells us at what average rate the prices within 

a given period grew. The two indicators usually indicate 

some conformity but it need not always be so, in a st ati s

tical sense. This is because the arithmatic average is 

subject to influence by just one or two excessively high/ 

low values especially when the number of years in the series 

is not very long. For example, an aver age may be very high 

due to one or more excessively high values, but the rate of 

growth may even show a decline or vice-versa. But in general 

if the average price level has risen distinctively one would 

expect the gro-vrth rate to have also risen. 

The absolute variability has registered an increase 

but the relative variability has declined, as borne out 

by the c. v., for Rajasthan as well as Madhya Pradesh. Thus, 

while the S.D. increased, the mean increased much more 

thereby giving a lower relative dispersion in period II. 
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U.P., however, i~ an exception in this case. However, 

U.P. is the only cne amongst the three states which shows 

slight increase in the number of positive movements from 

period I to period I I. 

---------------·-----------------
Indicator Period uttar Rajasthan Madhya 

Pradesh 

STANDARD 
DEVIATION 

COEFFICIENT 
OF VARIATION 

Period 

Period 

Period 

Period 

Period 

Period 

I 

II 

I 

II 

I 

II 

ANNUAL ffiOWTH Period I 
RATE (<X>MPOUJ\"TD) 

Period I I 

Pradesh 

36.07 
(36 .6 3) 

95.48 
(93.12) 

9. 95 
(10.49) 

34.09 
(28.66) 

27.58 
{28.65) 

35.70 
(30. 78) 

1.11 
{1.40) 

2. 37 
. (2.46) 

35.37 28.54 
(34. 87) (29. 73) 

109.11 94.87 
(105. 94) (92.33) 

12.77 10.37 
(11. 22) (11. 86) 

39.36 31. 92 
{31. 34) (27. 24) 

36.12 36.34 
(32.18) {3 9. 89) 

36.08 33.6 5 
{29.58) {29.60) 

1o66 2.12 
(2.00) {2.44) 

2.52 2.48 
{2.41)' (2. 4 7) 

-----------------------------------------------------------
Number of years 
showing: 

(i) Increase in Period I 
Price during Period II 

(ii) Decrease in Period I 
price during Period II 

------------------------------

12 
12 

5 
7 

11 
12 

6 
7 

----
Note:Figures in brackets are estimates based on 

three-year moving aver age series. 

10 
13 

7 
6 
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An examination of the harvest prices prevailing over 

the years revealed, that the year 1974-75 registered a 

distinct divergence from the trend for all the three states. 

During this year, the price of maize in all the states shot 

up from the previous years• levels and then again fell 

during the following year and thereafter it observed the 

usual fluctuating pattern. Only in the case of Raja::than, 

however an year was also deleted from period I (1954-55), 

and 1973-74 as well as 1985-86 vJere deleted from period II. 

197 4-7 5 was the only year deleted from u. P. 2nd Madhya 

Pradesh. It was deleted from all three statE~s. Apparently 

production of maize suffered a severe setback during 1974-

75, taking the price levels relatively higher than the 

trend. This can be seen from the graphs as well. The 

results tabulated after eliminating the relevant years 

are given in Table VI-A. 

Table VI-A shows that deletion of excessively abnor

mal values resulted in a decline in variability wherever 

such deletions occurred. In the two states of Rajasthan 

and Madhya Pradesh where maize prices had originally also 

revealed declinin·g variability in period II over period I 

continued to show further decline. In Rajasthan extremities 

were deleted from both periods thereoy reducing the varia

bility in both, but in spite of this, the variability in 

period II continued to be less than that of period I by 
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-----------------------------------------------------------------------------------
Indicator period Uttar Pradesh _ _E...§i§.st han_ __ 

'Beror-e---After Before After 
deletion deletion deletion deletion 

----- ______ __...... __________ -----
Standard per·iod I 9. 95 9. 95 12.77 12. 20 
Deviation 

Period II 34.0 9 32. 13 39.36 3 2. 85 

Coefficient Period I 27.58 27.58 36. 12 3 3. 34 
of Variation 

Period II 35.70 34.82 36.08 3 3. 20 

------------------- -----
Note: Deletion of years took place· in 

both period I and II for Rajasthan, 
but only in period II for U.P. and 
Jvladhya Pradesh. 

~hya_Ef:_sg~§.h_ 
Be ore After 

deletion deletion -------
10. 37 10. 37 

31. 92 28.19 

36.34 36. 34 

3 3.6 5 31.69 

-----



a similar degree. In Madrya Pradesh since only period II 

was relevant for deletion of extremities, the c. v. fell 

still further, from 33.65 to 31.69 while that of period 

I remained at 36. 34, thereby confirming further the fact 

of fall in variability. In D.P. although, the magnitude 

or gap of increasing variabiLity narrowed down slightly, 

it was, however, insufficient to reverse the trend. The 

variability in period II for maize, U.P. still continued 

to be highe:r than i t~3 counterpart in period I. 

Thus, once again it is clear that the Government's 

price policy intervention has borne fruit with reference 

to maize crop by and large, with the exception of U.P. 

amongst the states examined by us. Even though U.P. 

accounts for the highest percentage of maize production 

in India, it is a bit surprising therefore, that the 

variability should show a persistent increase. Moreso, 

because as a state, D.P. has been by and large successful 

in reducing price variability in the case of other crops. 

It may perhaps be relevant to point out- that maize in 

comparison with paddy and other competing kharif crops 

has not been doing well, both yieldwise as well as produc

tionwise. As a matter of fact, the level of production 

has been rather stagnant for well over two decades, and 

in terms of resource-allocation priorities, maize has 
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been a rather declining enterprise. A breakthrough in 

product ion technology has not been avail able for this crop 

and the total economic calculus of crop enterprises has 

been responsible for reducing maize to a lower place of 

.importance. As increase in price variability in period II 

is, therefore, to be interpreted more as an outcome of low 

degree of concern for this crop in the face of more lucrative 

alternatives thrown up by wheat-rice breakthroughs and sugar

cane lobbying for higher prices. 
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CRAM 

Turning to our next crop gram whose results are 

tabulated in table VII, we can see that, this is by far 

one of the rarities where the relative variability has 

increased distinctly from period. I to II for all three 

states of Ma:ihya Pradesh, Uttar Pradesh and Rajasthan -

which are the ·three highest producing states for gram. 

The comparative estimates in terms of moving· average 

series, substantiate the same result, as can be seen 

from table VII. The growth rates show a marked incr~ase 

and so also the standard deviation. Thus it is evident 

that the absolute variation increased so markedly during 

period II that it far outstripped the increase in mean 

and thereby produce a rather high increase in the relative 

variability. Neither does there appear to have been much 

success in bringing up prices and preventing price falls 

in period II. It is a point to probe into, that in a 

state like U.P. where crops like wheat have marvelous 

success stories, a crop like gram has not had a very 

happy experience on the price stability front. Also, 

the fact that in all over representative states the 

variability has increased for gram, needs further looking 

into. 

As we may see from the price data for all three 

states for grarn, as well as from an examination of the 
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--------------------------------
Indicator Period Madhya 

Pradesh 
Uttar Rajasthan 
Pradesh 

\ ---------------------·----------------

STANDAI~.D 

DEVIATION 

COEFFICIENT 
OF VAAIATION 

A."t\It\TUAL CRm-JTH 
R .~ TE ( COI,~POUND) 

Period I 38. 20 
(32.44) 

Period II 18 2. 53 

Period I 

Period II 

period 1 

period II 

period. I 

Period II 

( 17 0. 97) 

9. 90 
(9.18) 

97.60 
(80. 4 9) 

25. 92 
{23.89) 

5 3.4 7 
(47.08) 

1. 35 
(1. 7 2) 

3. 98 
{3. 96) 

42.7 2 
(42.16) 

183. 10 
(173. 12) 

19.7 9 
( 16. 23) 

94.53 
(7 9. 05) 

46.32 
(38. 50) 

51.6 3 
(4 5. 46) 

1. 86 
(2.13) 

3. 98 
(3. 81) 

3 9 0 3 9 
(39. 33) 

191.74 
{181. 83) 

16.11 
( 15. 04 ) 

98.74 
(85. 37) 

40.91 
(38.24) 

51.50 
(4 6. 95) 

2.06 
(2.41) 

4.00 
(3.94) 

----------------------------------------------------------
Number of Years 
showing: 

(i) Increase in Period I 
Price during Period II 

{ii) Decrease in Period I 
Price during Period II 

10 
12 

7 
7 

12 
11 

5 
8 

13 
13 

4 
6 

-------------------------------------·---------~----~ 

Note: Figures in brackets indicate estimates 
base:l on three-years moving average 
series. 

graphs, it is evident that no concrete case for deletions 

exists. The upswings and downswings appear with a· surpri s-

ing regularity and magnitude. As seen, moving averages 

also do not succeed in ironing out such fluctuations. 
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Besides, the degree of increase in relative variability 

' 

is so high, that even if we assume a few years vJere to be 

eliminated, there might occur, at best, a marginal decline 

in magnitude but in any case no change could take place in 

the direction. While the absolut~ variability as given by 

the S.D. shows remarkable increases from 9. 90 1:o en. 60; 

19.79 to 94.53; and 16.11 to 98.74 for the thre!e states of 

Madhya Pradesh, u.p. and Rajasthan respectively, the 

relative dispersion also shows a substantially higher 

degree of variability in period II as against perio:i I. 

The figures are from 25.92 to 53.47; 46.32 to 51.63; 40.91 

to 51. 50 for the same states in that order. Thus hardly 

any scope exists for reversal of trend or even a substantial 

reduction in magnitude. Therefore, logically no deletions 

can be justified in this kind of a situation. 

It is clear, therefore, that the behaviour of gr31'11 

prices does not support our hypothesis, without any exceP

tion amongst the three highest producing states chosen by 

us. 

- ·It is thus evident that the behaviour of harvest 

prices of gram does not support our hypothesis, in each 

of the three chosen states. The most plausible explanation 

seems to be the inability to reduce production instability 

which, in spite of government interventions in terms of 

price support announcements and buffer purchases, reflects 



11' 

itself in greater pi ice variability. A breakthrough on 

the production front., especially with regard to harmoni

zing input-use with fluctuating weather condition, is an 

essential pre-requisite for controlling price variability. 

Indian agriculture is still to tide over production in

stability, for a num'.:>er of crops; grown mostly under 

r ainfed conditions. The challenge of dry land farming 

technology continues to stare our agricultural scientists 

in the face. 
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~OUNDNUT 

An examination of table VIII for groundnut, brings 

out the following results. 

The average price prevailing in period I I was much 

greater than in period I, in the states of Gujarat and 

Andhra Pradesh, but not to such a large extent in the 

third state, Tamil Nadu. The annual canpound growth 

rates increased by approximately 1 per cent in all three 

cases - both for the original series, as well as the 

series based on 3-year moving averages. The standard 

,(absolute) deviation witnessed a considerable increase 

from period I to period II. The relative varic.tion as 

given by the coefficient of variation registered a small 

increase from period I to II. in the state of Guj arat and 

a clear decline in Andhra Pradesh, both as per the original 

and moving averages price series. In Tamil Nadu, ~~wever, 

the coefficient of variation increased from 38.10 to 

39.86 for the original series but feel from 38. 97 to 36.53 

for the series based on moving averages, from period I to 

II. This could imply that if the severest of increases 

and decreases which distort an otherwise comparatively 

smooth price horizon, could be eliminated then the relative 

dispersion would reveal a decline rather than an increase. 

In all the three states we find that the percentage 

or the relative number of years showing an increase in 
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Table VIII: Growth and Variability in Harvest Eric~.§ 
ofar'"Ot.lnanut :nso-51 to-1"985-86 ----- ----- -

~---------:~-~-----------------
Indicator Period Guj ar at Andhra 

Pradesh 
Tamil Ncdu 

-----------------------------
MEAN Period I 64.22 63.40 58.77 

(65.40) (63. 99) (59.75) 

Period II 27 2. 0 2 :259.48 260.64 
(259.41) (248.38) (251.54) 

STANDARD Period I 24 .s 2 29.30 22.39 
DEVIATION ( 24.6 7) (28.61) (23. 29) 

Period II 116.7 8 104. 14 103.89 
(105.53) (92. 92) ( 91. 90) 

COEFF ICI Ei'~T · Period I 38.18 46. 21 38.10 
OF VAD,. lATION { 37.7 .3) {44. 71) {38. 97) 

Period II 4 2. 93 40. 13 39.86 
(40. 68) (37.41) (36. 53) 

ANNUAL ~OWTH Period I 2. 27 2.57 2.19 
RATE (COMPOU:t-.10) (2.64) {3. 08) {2 .61) 

period II 3o61 3.42 3.29 
(3.67) ( 3. 4 3) (3. 44) 

-----------------------------------------------------------
Number of Years 
showing: 

{i) Increase in Period I 11 12 13 
Price during Period II 13 13 12 

{ii) Decrease in Period I 8 7 6 
Price during Period II 4 4 5 _____________________ _..,_. _ __. _______ _ 
Note: Figures in brackets irrl.ic ate estimates 

based on 3-years moving average series. 

price in period II outnumbered the same in period. Thus 

the number of years which witnessed a dip in prices of 

groundnut were distinctly controlled during period II 

even though the relative variability could not be control

led in all states. There is a case for probing into the 

extraneous factors to find the less apparent reasonf ro this. 
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some years were deleted in the case of Gujarat and Tamil 

Nadu but none in the case of Andhra Pradesh which clearly 

conforms to our expectations for declining variability 

during period II after the Government intervened. In 

Gujarat, i980-81 and 1984-85 were deleted from period II 

and none fran pcr:_od I; while in Tamil Nadu 1974-75 and 

1978-7 9 were delei:ed frcm period II only. The results 

can be rea:J. from Table VIII-.l\. 

-----------------------------------------------------------
Indicator Period --.9..Yi..2E at __ 

Before After 
dele- dele-
tion tion 

Tamil Nadu 
'Bef'Ore ifte'r 
dele- dele-
tion tion 

-----------------------------------------------------------
Standard 
Deviation 

Coefficient 
of Variation 

Period I 
Period· II 

Period I 
Period II 

24. 52 24.52 
116.78 108.67 

38. 18 
4 2. 93 

38.18 
41.88 

22.39 22.89 
103.89 103.82 

38.10 
39. e6 

38.10 
38. 99 

-----------------------------------------------------------
Note: No deletions were effected during period. I, 

therefore f~gures remain the same there. 

Table VIII-A brings out that although the c.v. fell 

further during period II after deletion, only the degree 

but not the direction was influenced due to elimination 

of the odd years. As in the earlier cases, in the case 

of Groundnut, Gujarat as well as Tamil Nadu, no reversal 

could be achieved by deletion. Even in Tamil Nadu, where 

the difference in c. v. during period I and II was rather 
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small to begin with, a reversal could not be achieved. 

stretching it to the most, -we may say that after e limina

ting the extreme dispersions from the trend, the relative 

variability remained almost the same in period I and II 

for groundnut in Tamil Nadu. 

Apparently the Government • s p.cicing policy has not 

been too successful on the oilseeds front, the history 

of which, has been traced in an earlier chapter by us. 

In conclusion, the success of government intervention 

is clearly discernible in the case of Andhra pradesr1, end 

a little meekly, in the case of Tamil Naiu. Gujarat sho'WS 

signals of ineffectiveness of government intervention, 

although the situation is not too bad. In any case in 

this sense the story for groundnut in Gujarat is practi

cally the same as for bajra in Raj as than. Jov1ar in 

Madhya Pradesh, Maize in U.P. and as we will see later 

Cotton in Gujarat. Production instability seems to have 

increased in period II and it has contributed its share 

to increased variability in harvest prices. Nevertheless, 

the situation is not so alarming. 
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SUGb.qCANE 

we now turn to an examination of the prices of raw 

sugar which had to be resorted to, as proxy for sugarcane 

due to data deficiencies and non-availability of continuous 

farm harvest price data for the relevant states. A third 

state was not chosen for this very reason. From amongst 

the high producers of sugar continuous compar3Ple data 

was suitably available only for th•: two states chosen by 

us. 

Table IX for sugar (ravJ) shows that the prices regis

tered an increase from an average of Rs.70.41 in period I 

to an aver age of Rs. 207.01 in period II for the state of 

Maharashtra, but with the grovlth rate declining from 2.84 

per cent to 2.5 per cent, showing that the excessively 
I'' 

high average price .level of period II was not due to con sis-

tently high and growing prices throughout period II but 

due to some extreme values during certain years. Tamil 

Nadu, however, witnessed an increase in the growth rate 

of harvest prices from 1.93 to 2.93. 

The absolute dispersion did register an increase in 

both states, but· the increase in the mean was comparatively 

more and consequently we find that the coefficient of 

variation for both states declined from 64.11 to 34.89 

for Maharashtra and fran 4 2. 3 9 to 40.37 for Tamil Nadu. 

The pattern is similarly borne out by the corresponding 



------------------------------

STANDARD 
DEVIATION 

COEFFICIENT OF 
VARIATION 

ANNUAL CROWTH 
RATE (COMPOUND) 

Period I 

Period II 

Period I 

Period II 

Period I 

Period II 

Period I 

Perio:i II 

----------
70.41 55.42 

(6 9. 98) (55. 46) 

207.01 162.61 
(203.05) ( 156. 2 9) 

45. 14 23.49 
(3 9. 37) ( 20.71) 

7 2. 23 65.65 
(56. 23) (50.47) 

' 
64.11 42.39 

(56.26) . ( 37. 34) 

34.89 40.37 
(27.69) (3 2. 29) 

2. 84 1. 93 
(3. 34) (2.27) 

2.50 2. 93 
(2. 37) (2. 88) 

--------------------------------------------------------
Number of Years 
showing: 

(i) Increase in Period I 12 8 
price during Per .iod. II 11 14 

(ii) Decrease in Period I 7 11 
Price during 6 3 

----=------------------·---------
Note: Figures in brackets indicate estimates 

based on three-year moving averages series. 

moving-averages estimates as well. In Tamil Na:iu, while 

about 58 per cent of the years in a total of 19 years 

comprising period I saw a decrease in prices of sugar 

(raw),, the second period sa•..t only approx.imately 18 per 

cent of the years facing a decline in prices. The 
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improvement was not so sharp in the case of Mahar ashtra. 

we have already mentioned the long an1 chequered history 

of sugarcane prices in the Indian agricultural economy, 

in our initial chapters. 

Although both the chosen states Maharashtra and 

Tamil Nadu for raw sugar conform to our hypothesis of 

declining relative variability in prices after this crop 

entered the purview of APC, it would be ·of interest to note 

that the c. v. in the case of Maharashtra was as high as 

64. 11 in period I {and 56. 25 based on moving averages). 

This fell substantially, to a level of 34.89 in period II. 

An examination of the original price data and the relevant 

graph reveals that the year 1957-58 ought to be deleted 

from period I and the year 1980-81 deleted from period II. 

No strong case for deletion ·exists for Tamil Nadu, however. 

The results in table IX-A show that the abnormally 

high c. v. of 64. 11 during period I fell to 4 9. 90 after 

deletions while that of period II also fell from 34.89 

to 30.30. Thus the result reinforces our oricyinal finding, 

viz. that of a fall in relative price variability. If the 

differences in the statistical coefficients for the two 

periods appeared somewhat exaggerated before deletions, 

there are no longer so. The confirmation of our hypothesis 

comes out m::>re neat and acceptable. 
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As a piece of poL~tical economy of sugarcane prices, 

it needs to be underlinf.~d that the lobbies of sugarcane 

producers have been extremely active since mid-sev.enties. 

Apart fran launching powerful movements for wresting higher 

procurement price, there has been a marked improvement in 

the level of production, time and structure of cane market-

ing including factory-farm alignments especially in 

Mahar ashtra. Tha.'1ks to a high degree of orderly marketing, 

a fall in the year-to-year variability in prices is a 

natural concomittant to follow. we are thus in a comfor-

table position to suggest that price stability has been a 

definite gain for the sugarcane growers in India, and to 

a large extent, government intervention has been responsible 

for this position. 

----------------.-.-----------
Indicator period Mahar ashtr a "Before___ After-

deletion deletion 
-----. ----------------------
Standard Period 
Deviation Period 

coefficient Period 
of Variation Period 

---- ---

I 45. 14 
II 72.23 

I 64.11 
II 34.89 

-----

31. 21 
59.43 

49.90 
30. 30 

------
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OOT'ION AND JUTE 

Moving from food crops towards the realm of commercial 

crops, cotton and jute (Tables X and XI respectively), we 

are once again confronted with a scenario of increasing 

.relative variability for all three states both in the case 

of cott,;,n arrl jute. 

In the case of cotton, we find that the average price 

levels have shot up substantially from perivd I to II, by 

a little over three times. The increase in absolute varia-

bility has overtaken this and therefore led to high increases 

in relative. variability. The percentage number of years 

showing an increase in prices has gone up in all three 

states for cotton. This also holds for jute. 

Regarding the other indicators for jute, we notice 

the same disturbing trend, in table XI, except that the 

absolute increase in average price level is not as high 

as for cotton in all three states, but the grm.vth rates 

have registered substantial increases. For instance, from 

a negative growth rate of -0.39 per cent inBihar in period 
/ 

I, there was a jump to 2. 73 per cent in period II while 

in terms of moving averages it was from 0.08 per cent to 

2. 58 per cent. In west Bengal also, the grONth rate 

increased from 0.25 per cent in period to 2.45 per cent 

in- period II for the original price serie~ (and 0.73 per 

cent to 2.43 per cent for the series based on moving 
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-----------------·--------
Indicator Pet iod Guj arat Mahar ash- Punjab 

tra 
--------------------

STANDARD 
DEVIATION 

COEF FI CI EN'T 
OF Vii<.! A'TION 

period I 

Period II 

Period I 

Period II 

Period I 

Period II 

ANNUAL CROWTH Per io.1 I 
RATE (COMPOUND) 

Period II 

107.53 
(108. 98) 

344.05 
(338.08) 

21. 93 
{ 20.64) 

91.6 2 
(85.03) 

20.4 0 
( 18. 94) 

26.6 3 
(25.15) 

1.54 
(1.63) 

2. 18 
{2.25) 

98. 23 
(97.13) 

31 :: .• 63 
{ 304 • 77) 

18.87 
( 16. 26) 

145.63 
(133.17) 

19.21 
(16. 74) 

46.50 
(4 3 .69) 

1. 23 
(1. 29) 

4.04 
(4. 00) 

79.81 
(80.71) 

304.57 
(293.09) 

17.16 
(16.12) 

141.06 
( 12 2. 06) 

21.51 
(19. 97) 

46.3 2 
{41.64) 

1.50 
(1.63) 

3.53 
{3. 58) 

--~------------~------------------------------------------
Number of Years 
showing: 

{ i) Increase in Period I 11 11 10 
Price during Period II 13 14 13 

(ii) Decrease in Period I 6 6 7 
Price during 7 5 6 

------------------------------
Note : Figures in bracket s indicate est i mates based 

on three-years moving average series. 

averages). In Assam, however, the increase was comparatively 

less sharp; it increased from 1. 10 per cent to 1. 97 per cent. 

What surprises us, is that in t-lest Bengal which accounts 

for almost three-fourths of the all-India production of jute, 

the price variability has not been controlled - in fact it 
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Table XI: .Q!~.!l_anC:_ Var iabilit:L...!!L..:..~§.L!!..!s!.§-2.!. 
Jute: 195C-51 to 1985-86 .-----·-------

-----------------------------
Indicator Period Nest 

Bengal 
'9 ihar Assam 

----------- -----------------
MEAN 

STANDAR.D 
DEVIATIO:t'~ 

COEFFJ C lENT 
0 F V,AQ.. I A 'l'I 0 N 

Period I 

Period II 

period I 

Pericd II 

Perio:i I 

Period II 

ANJ\JUAL GROWTH Period I 
RATE (CX)MPOUND) 

Period II 

7 3. 51 
(71.09) 

199. 8 9 
(188.23) 

26.08 
(21.05) 

134.78 
(86. 59) 

35.48 
(29.6 2) 

67.43 
(46. 00) 

o. 25 
(0. 7 3) 

2.45 
(2.43) 

60.52 
(57. 61) 

175.49 
(164.00) 

23.29 
(14. 41) 

130.58 
(85. 95) 

38.48 
(25 .02) 

74.40 
.(52.41) 

-0.39 
(O. 08) 

2. 7 3 
(2. 58) 

82.80 
(81.31) 

153.54 
(147.18) 

28. 14 
(20. 86) 

55.04 
(41.52) 

3 3. 99 
(25.65) 

35.85 
(28. 21) 

1.10 
(1. 55) 

1. 97 
(1.74) 

----------------------------------------------------------
Number of Years 
showing: 

( i) Increase in Per io:i I 
Price during Period II 

( ii ) Decrease in Period I 
· Price during 

11 
14 

6 
5 

8 
11 

9 
8 

10 
12 

7 
7 

-----------------------

·has gone up substantially since the advent of 1970s. 

As with other crops, the occurrence of excessively 

abnormal years must be taken note of so far as these two 

crops are concerned. Only then can one give a final verdict 

about increased variability of prices in period II. An 
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E!Xamination of the absolute price data and graphs for b')th 

cotton and jute to find out excessive abnormalities may 

perhaps reveal a different picture. 

I 

In the case of cotton, the figures for period II only 

neede:i to be taken not·e of·; period I did not pose any 

glaring abnormality in the price graph. The resulting 

changes are tabulated in Table X-A for all three states. 

In the case of Gujarat, 1970-71 and 1976-77 were delete:l; 

in Haharashtra 1967-68; 1973-74 and 1977-78 were deleted 

and in the case of Punjab, 1976-77 and 1984-85 were elimi-

nated - all from period II. 

The post-deletion results, as set out in table X-A, 

have nothing different to offer as is evident from the 

fact that only marginal changes in c.v. took place keeping 

the directional changes unchanged. In fact, for Gujarat 

the post-deletion c.v. registered a slight increase after 

deleting the excessively abnormal years. 

However, the results set out in table XI-A for jute 

after deleting a highly abnormal year, 1984-85 for both 

West Bengal and Bihar during period II we find interesting 

results emerging. In addition, 1962-63 was also eliminated 

from period I in the case of West Bengal. 

As can be seen from an examination of table XI-A for 

jute, we find that after eliminating the year 1984-85 which 

registered an extremely outlying price level which had by 
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------------------------ -----------------------------------------
Per icd __ _guj.S!f.§.L __ 

Before After 
deletion deletion 

Mahar ash tr a sef:ore ___ ifter 
deletion deletion 

--!?~.!21~--
Bef ore After 

deletion deletion 
---------·---~------~-------·-------- .. ---------------

Standard 
Deviation 

Coefficient 
of var iat ion 

Period I 

Period II 

Period I 

Period II 

20. 93 

91.6 2 

20.40 

26.63 

20.93 

92.86 

20.40 

27. 20 

18.87 

145.83 

19. 21 

46.50 

18.87 

145.28 

19. 21 

45.42 

17.16 

141.08 

21. 51 

46.32 

17.16 

·123.01 

21.51 

44. 37 

----------------------------------------·----------
Note: No deletions were effected during 

period I in any state, therefore 
values remain the same before and 
after deletion. 
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far surpassed all othec years from Hest Bengal and Bihar, 

the c.v. almost crashed down- so much so, as to completely 

revert the original trend of increasing variability. Both 

the S.D. and c. v. declined phenom<:>nally 1Jut it is the c. v. 

we wish to discuss in order to compare the relative change 

from period I to period II. Thus, in ~-Jest Bengal the c. v. 

in period II fell frorn 67.43 before deletion, to 26.37 after 

deletion and in Bihar from 74.40 to 33.86 before and aftP..r 

deletic·n respectively. No deletions were effected from Assam. 

Indicator 

Standard 
Deviation 

Coefficient 
of Variation 

Period 

Per ioJ. 
Period 

Period 
Period 

I 
II 

I 
II 

West Ben_g§L 
Before After 
dele- dele-
tion 

26.08 
134.78 

35.48 
67.4 3 

tion 

26.85 
44.4 9 

36. 36 
26.37 

Bihar 
"Before-After 
dele- dele-
tion tion 

23.29 
130.58 

38.48 
74.40 

23.29 
4 9.44 

38.48 
33.85 

------ ------------------------
Note: No deletion was effected during period I 

for Bihar, therefore figures remain the 
sarne before and after deletion during the 
first period only. 

Thus we find that in terms of declining price varia-

bil ity from period I to period II, jute appears to have 

registered a higher degiee of success than cotton especially 

after the deletion of temporal abnormalities. 
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The broa::l conclusions emerging in this chapter are as 

f cllows: 

1. The post-government-intervention period signifies 

a decisive departure from the pre-intervention period. The 

interplay of government policies and actions is clearly 

visib1e in period II over period I. 

2. In each and every state inclt.rled in our analysis, 

the average price for each crop has registered an increase 

in period II over period I. For some crops, period II showed 

much faster expansion in price level and this expansion varied 

from one state to the other. Worked in another way, the 

annual compound growth rates have also been higher in 

period I I. In this respect period II clearly seems to 

usher in the era of. producer-oriented price consciousness 

on the part of the price-setters, and a transition away from 

a hitherto consumer-oriented pricing policy. 

3. Generally, period II is characterised by a signifi

cant expansion in production partly due to the impact of the 

green revolution for some crops and partly due to the gra:lua

lly improving institutional supports practically throughout 

the country. The balance between demand and supply in 

period II, was different from and perhaps more delicate 

than in period I. Since, for a number of crops,· especially 

among the food crops supply was now generally more than 
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demand, in the face of higher and ex_Janding output, it is 

credit able indeed, that the GovernmE><'lt was successful in 

providing a support to prices and preventing them from 

crashing. This is borne out by the fact that the number 

of years .recording negative annual growth rates (a fall 

in prices from year to year) during perio.-i II had declined 

as compared to such instances in period I, in most cases 

under consider at ion. 

4. (a) The absolute variability in harvest prices, as 

represented by the value of standard deviation, has increase-.3. 

in the case of all crops in all states. This is bound to 

be so in a situation of growing production or in situations 

where higher "levels of productions are punctuated by higher 

levels of·year-to-year fluctuations. From policy point of 
I 

view, we·have to rely more on relative variability, in our 

case, typically represented by the coefficient of variation. 

{b) The crops for which the c.v. is observed to have 

declined in period II over period I, clearly signify the 

success of government interventionist policies. In this 

light, the crops which have shown considerable success of 

policy interventions are wheat, jowar, barley, sugar {raw) 

and jute. Perhaps, rice would also join these crops if only 

we had analysed the temporal behaviour of harvest prices in 

the case of paddy against rice as such. 

In the partially successful bracket, we may tentatively 

place bajra, maize and groundnut; while gra."Tl and cotton 
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appear to belon~; to the group of the less successful crops 

in terms of arre..sting temporal price variability. It may 

be noted in passing, that this rough categorisation is 

relevant strictly in the context of the analysis undertaken 

in this chapter, pertaining to an examination of farm harvest 

price variability prior to and after government intervention. 

These crop groups may not mean much for other purposes. 

(c) The disruptionist effects of some excessivelv 

abnormal years in terms of (farm harvest) price behaviour 

were sought to be absorbed by j el':t ing such years an:l then 

working out our statistical m'?asures again. For obvious 

reasons, this exercise was done very selectively. Never

theless, some improvements did emerge. For example, in the 

case of jute, the c. v. fell d.mm considerably. after elimi

nating just one year •s abnormal situation; in the case of 

rice, wheat, bajra, maize, groundnut and sugarcane, the 

c.v. did decline to some extent for the states where changes 

were made. However, for each of these crops not all three 

states were tampered with, but deletions were carried out 

for only those states where the logical necessity was felt. 

Of course, the extent of decline in c.v. was of different 

degrees in different states, (even negligible in some). 

There were also crops where it was not felt logically j usti

fied to make any deletions at all. In this category come 

barley and gram. In the case of barley, no deletions were 
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effected for any of the three chosen states, beca.1se the 

decline in variability was clear enough for all o:.: them and 

no particular year /years stood out for our deletion -=-xerci se. 

Whereas in the case of gram, the reason for not conductin9 

the elimination and re-calculation exercise was the opposite. 

In all the tr..ree chosen states for gram (the three highest 

pro5ucing states) the year to year price fluctuationE: were 

too many and too violent. Therefore not much would have 

been achieved by way of revealing any further decline in 

variability due to government intervention even if we had 

a-ttempted to delete some years. 

Mention may also be made in passing of the one or two 

stray cases like those of jowar (Ma1hya Prade~h), groundnut 

(Gujarat) and cotton (Gujarat) where there was a slight 

increase in ·the c. v. after deleting the abnormal years. 

(d) Thus, we may assert, that by arrl large, cur hypo

thesis regarding the decline in the year-to-year variAbility 

of harvest prices as a result of government intervention, 

stands empirically validated in most cases analysed in this 

chapter, with the exception of few crops, most strikingly 

gram, and to a slightly lesser extent, groundnut. 

5. COnsistent with the general practice, ~~ worked 

out all our results on the basis of the three-year moving 

average series generated from the original annual data.· 

With one or two exceptions, in no case has the ~ire£!..!~ 
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of the trerrls pertaining to r21ative variability over time, 

been reversed as a result of this re-wotking out of indica

tors on the basis of moving averages. The magnitude of 

variability has, of_ course, generally been sobered down 

as may be expected. Thus in a nutshell, the values which 

have been re-calculated based on moving averages do not have 

a different picture to offer. 

6. Most notably, the maximum benefit of Government 

intervention in period II seems to have been cornered by 

food crops, while commercial crops such as cotton do not 

show any significant reversal of variability due to govern

ment intervention. Oilseeds also do not appear to have 

fared too well, if we go by the mixed picture presented 

by groundn ut. 

7. After having gone into the detailed results of our 

analysis state-,..,ise, croP-wise and period-vlise, we note 

that in general, overall the post-intervention years do 

reveal an era of less variability as compared with the pre

intervention period. It should, however, be strongly empha

sized here, that a price policy by itself, is not a suffi

ciently powerful tool to. achieve substantial reduct ion in 

price variability. The crucial role of the complementary 

factors (mentioned in earlier chapters) consisting inter 

alia, of marketing, infr astructural facilities, institutional 

and technological factors etc. must be underlined for any 
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sound policy of price tc make it a success. This is exactly 

what was. missing in some cases which became posers for 

further and deeper probing. 

B. Finally, as a general observation we mention that 

those states in which considerable inrocds had been made by 

the Green revolution, were the very states which revealed a 

relatively higher degree of success in arresting price varia

bility. Incidentally, some states like Ma1hya Pradesh, which 

are infrastructurally unsound have simply not succeeded in 

controlling crop price variations, no matter \.Jhat crop we 

consider. Along the same plane, thes.e crops which benefitted 

most due to the impact of the Green revolution, were also 

the very crops which appeared to have achieved relatively 

greater price stability (or considerably reduced price 

v ar iab il it y) as such. 
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CHAPTER V 

IN TR A- YE AA. V AA. I A9 I L 1 'I' Y 
OF WHOLESALE PRICES 

8aving examined the inter-year behaviour of harvest 
j 

pr ic~ i in the previous chapter, \<\'P. no•"' turn to the question 

of pri~e variability ~ithi,n each marketing year. For this 
i 

purpose, the monthly wholesale prices are th~ basif' of our 
I 

analysis. We have already established that a'lricultural 
I 

output 1 is subject to fluctuations, both intPr-year and 

intra-year. Whereas demand increases at a steady pace 
j 

(with fncreasing income and population) supply do~s not 
I 

follow 
1

the same pattern. For visual clarity the folJowing 

three fir:JtJrP.s represent, roughly, the typ.ically ex1)ected 

I 
demand '1and supply patterns of any agricul turaJ commodity 

over time: 

'I 
J 

~-----·-· -----

/'.,._. 

-------. ~ 

---~·-

--------- ___ ,_, _________ -------
-.;; :v 

'i 11-l [ 
0 ! 
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--------- -- - ----;> ?l 
TIME 

.£2m b_!~2_~~ and _and _§_!:!Pp l.Y_l?2.!.!~.E.!?E 
over t irre 

{) '------------------::·:-----> ~ 
r rt~E.. 

such a zig-7.ag and in all probdbil ity, unco-'rhus, 
1 

ord ina ted pattern of demand and supply of an agricultural 

commodity, leads to a situation of either exc~ss demand or 
i 
I 

excess ;supply, depending upon which peak is higher than the 
i 
i 

other. 1 This demand-supply imbalance gets mirrored in price 

fluctu~tions intra- and inter-weeklv; monthly; seasonally; 

I 
I 
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. yearly both intt.rtemporally and interregionally. 

The Government has attempted price stabilization 

through an integrated system of support/procurement, bUffer 

stocking and subsequent disposal. Through these mechanisms, 

the Government can definitely reduce the amplitude of the 

price fluctuations if not eliminatE! them completely. It 

may also be pointed out, that priCE! variations can also 

take place due to imperfections in the market. Thus, with 

the development of a sound market infrastructure, especially 

improvement in transportation, price differences can be 

re~uced considerably. 

The focus of our study is exclusively on the aspect 

of price stability. As an operational objective, looking 

into price stability apPears more feasible than quantity 

stability because, while prices can be measured, the quantity 

available for constnnption (duE> to no records on private 

stocks) cannot be so precisely measured. Secondly, it is 

prices which significantly influence production and consunP

tion decisions: and thirdly, if prices are stabilized 

within reasonable upper limits, consumers will have suffi

cient real income to purchase the quanti ties they need. 

The intra-year variability of prices can be based on 

more than one type of data. One can use such detailed data 

as weekly average wholesale prices and look across the 

changing temporal behaviour of such prices. Such detailed 
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data for c number of crops and a number of states extending 

over 30 years or so are almost difficult to come by on a 

comparable basis; any such at tempt may perhaps generate 

problems of its own into which we need not go in the present 

study. The most usable and conveniently available data are 

monthly averaqe whclesale prices, recorded for individual 

marketing cen::res covering a wide spectrum of crops. Our 

choice falls on such monthly data, covering the long stretch 

of time between 1956-57 to 1984-85. r·n spite of sporadic 

gaps one discovers for one crop or another, in one region 

or the other, and occasional changes in definitions or rome 

other lacunae built into the long time-series covered by us, 

these data are still the best available information for this 

type of tem~ral analysis. In any case, we had to do a few 

adjustments, including data interpolations for the missing 

. 2-3 intervening months, in particular years, so that the 

long-run pattern of variability comes up without breaks. 

In the analysis set out in this chapter, we have taken 

ten agricultural commodities and the three (in some cases 

two) most important producing states of that particular 

commodity - py and large the commodities and their states 

are the same as those taken earlier in chapter IV for harvest 

price analysis. 

In some cases, certain stray years have been completely 

dropped from our calculations, since the monthly wholesale 
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prices were not avail able throughout that yt!ar or for a 

major part of the year. In cases where only one or two 

months' data was missing, interpolations were done in 

accordance with the standard statistical norms. 

Although we are aware of the limit at ions of taking 

open-market prices, these limitations notwithstanding, it 

is important to undertake an analysis of open rrarket prices 

(whole sale prices) in order to evaluate the effectiveness 

of a~ministered price policy. It may also be stated at 

the outset that prices are also affected by other macro 

policies, like changes in money supply, fiscal and monetary 

controls, imports of foodgrains, releases from public dis-

tribution system, and so on. Hence our analysis should be 
~ 

taken as indicative in nature only. 

The intra-year variability, based on monthly average 

wholesale prices, can be worked out in many different ways. 

One can see the difference between the prices at the begin

ning and at the end of each marketing year, and examine 

the underlying tre·nd in this time-series of differences. 

Conceptually, this is not so satisfying inasmuch as the 

first (or the last) month of the marketing year is difficult 

to identify and fix for each crop when such a long period 

of time is to be covered. An alternative is to see the 

time series of range, i.e. the difference between the 

maximum and the minimum monthly prices, in each year. This 
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procedure, too, is not free of its blemis~es since the data 

on monthly wholesale prices collected from different markets 

can suffer from several limitations 1 such as the following: 

price quotations at different times do not necessarily refer 

to the same quality of the commodity, thereby making compa-

risons less reliable. Further, lack of grading and biases 

in price reporting can also make these quota·tions less 

reliable: Price quotations may also be very high for some 

centres for specific reasons 1 ike tr: ansport bottlenecks 

and other such market imperfect ions. Because of such 

factors, the price range could become exaggerated. Therefore, 

it is analytically more useful to analyse the data on mean 

prices prevailing in various markets during the peak harvest 

~Onths and the lean months. 

However, we must also make use of the monthly prices 

without entering into questionable comparisons. An extremely 

useful purpose is served if we look at the time series of 

the coefficient of variation, (C. v.) worked out across the 

12-monthly prices, for each year of our study. Each c. v. 

c. v. shows the intra-year variability when all the 12 months 

of the marketing year are considered individually. 

The above exercise does not provide the ulti-mate 

answer to the question of variability before and after the 

commencement of government intervention. Surely, marketing 

decisions are not based on monthly calculations. Moreover, 
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the peak of marketing is done rarely in a single month, 

for any particular crop in any particular area in India. 

Generally, peak marketing for most crop is concentrated 

in 2-3 months following the actual harvest' operations. To 

absorb the effect of such realities, it is in the fitness 

of things to organiz~~ our analysis cf intra-year variability 

in terms of quarterly prices, averaged over three relevant 

months for each quarter. A meaningful procedure would 

then be to see the difference between the first quarter 

of the marketing year {hereafter o
1 

representing thP peak 

marketing operations after the physical process of harvesting 

is over or is about to be over) and the last quarter (Q4 ). 

Towards the end of the last quarter, the harvesting for 

the next year commences arrl then o1 of the next· year c~s 

in. In brief, we are comparing the price differences 

between o
1 

and o4 and examining their temporal behaviour 

between 1956-57 and 1984-85. The stepwise procedure 

followed by us is as under: 

{i) Each marketing year has been divided into four 

quarters, consisting of three months each. 

(ii) The basis for such a division is that, quarter 

one Co
1

) is the harvest-peak marketing quarter in each case; 

the second and third quarters {02 and 03) are the following 

intermediate quarters; while the last quarter. {04 ) is the 

quarter preceding the next harvest. 
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• (iii) Having divided the year into four quarter~ for a 

more effective analysis and comparison, the aver age price 

of the three months constituting a quarter was taken as that 

quarters• price. 

(iv) The next step was, to c~lculate the percentage 

price change per month. The following formula was used: 

Since the gap between the peak quarter (Q
1

) and the lean 

quarter m4 ) is 9 months. 

(v) The maximum price difference has also been calcu-

lated, since the price prevailing in the fourth quarter 

<o4 ) need not necessarily always be the highest/maximum 

price. In which case, the number of ·months change accor-

dingly as well. Theref0re the maximum of o
2 

or o
3 

or o
4 

was taken for canputation using the formula: 

!i¥i!!'P-I~ <o 2 or o3 or _04 ) x 100-~00 
Maximum Price Difference = o

1 --actual number ofmon:ths ___ _ 

This information has been tabulated in column 7 in each 

table and the actual number of months, i.e. the gap between 

the price prevailing during o
1 

and the maximum price quarter 

has been tabulated in column a. Wherever the maximum price 

quarter is indeed o4 then the nunber of months remain nine 

and the maximum percentage change per month as tabulated in 

column 9 remains the same as in column 6. 
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(vi) One of the method~ (as used by us), of judging 

the effectiveness of Government • s price policy implement a

tion is to observe the range of wholesale prices prevailing 

during the peak and the lean months/quarter. If the price 

in lean months rule::l at levels justified by normal carrying 

costs, then it could be said that the implementation ,.,as 

successful with regard to ensuring agricultural commodities 

to consumers at reasonable prices. 2 The following criterion 

has been used: 

Assuming that interest rate varied beb:een 
18% to 24% per annum upto 1974-7 5; and 36% 
per annum after 1974-75; and assurning a 
risk margin of 10 to 12% a year, one could 
consider a maximum of 2. 5 to 3.0% rise a 
month as normal upto 1974-75 and 3.5 to 
3. 75% monthly rise as normal after 1974-75. • 

we have taken the upper 1 imits in both cases, viz. 

3 per cent,and 3.75 per ~ent respectively and for visual 

convenience tabulated these normal carrying costs in 

column 10 in each table. 

(vii) To be sure about our judgement on the temporal 

behaviour of price variability, we computed the coefficient 

of variation across the 12 months of each year, for each 

crop. The time series of each c. V. was transferred to a 

graph so as to develop a broad idea of whether the ups and 

* This criterion has been a:iopted by Dr. D. s. Tyagi 
as well as by Dr. G.S. Bhalla in their FAO studies 
for the UN, Rome, 1988. 
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downs sir~ce the introduction of government's interventionist 

policies have mellowed dovm. To lend statistical authenti-

city to visual impressions gathered through inspection of 

the graphs, we fitted a second degree polynominal of the 

type 
Vi j = a + bT + cT 2 

where Vij is the c. V. for the i th crop in the jth state; T 

is chronological time. 

Our a priori assumption is that statistically
1
b is 

positive and c is negative so that the time graph of c.v. 

~shows an upward trend to begin with, continues to rise> for 

some years and then conforms to a down·11ard trend. If the 

empirical reality is as described just above, it means there 

is a time point at which the graph of c.v. attains its 

maximum; in other words, it flips over from the stage of 

rising trend to declining trend. In the above question, 

this point ·of titne is reached when T = tc· To put it in 

our context, the intra-year price variability becomes less 

b and less pronounced beyond the ~c)th year of our series. 

While the parabolic function lent fairly sensible 

results for a number of crops, it faile:i to click for a 

few others primarily because of some inherent data problems. 

We will refer to these difficulties later. 

In terms of indicators of variability computed by us, 

the success of government intervention is established if it 

is discovered, for any crop and any year, that the average 
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price hike per month is less than or at the most e'Jual to 

carrying costs per month. If government can manage to keep· 

price hikes within the limits of carrying costs inherent in 

keeping back the saleable output, there is really no economic 

case for surplus producers to hold on with the stocks. If, 

however, in an excessively abnormal year, the price hi. ke 

per month is substantially higher than what the carryj.ng 

costs would absorb, government intervention is to be taken 

to have failed for that year. 

The precise hypotheses therefore, to be tested by us, 

are: 

Since the inception of government intervention, the 

magnitude of price hike per month, has generally been dwind

ling, and has gradually become smaller than the magnitude of 

carrying cost per month. 

To lend more empirical content to the above hypothesis, 

we further hypothesize that a second-degree parabolic func

tion captures the same so that in each case, there is a 

particular point of time beyond which c. v. starts declining. 

The cropwise intra-year variability along the lines 

suggested above has been discussed in four sections, as 

under: The first section deals with the major cereals Rice 

and Wheat; the second section dealswitl-l coarse grains

Jowar, Bajra, Maize and Bar ley; section three deals with 

pulses and oilseeds - specifically Gram and Groundnut have 

been taken; and the last section deals with non-foodgrains/ 

commercial crops, namely, Cotton and Jute. 
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.. 
Section I 1 FOODCRAINS: WHEAT & RICE 

l 

For both the crops being analysed in this section, 

three states each, have been taken as in the previous 

chapter, the criterion for their selection, therefore, 

remaining the same. In the case of wheat, Uttar Pradesh, 

Punjab and Madhya Pradesh have been considered, an1 for 

rice the chosen states ar1.~ West Bengal, Andhra Pradesh 
r 

and Tamil Nadu. The choice of a centre/market was based 

upon the availabiiity of continuous and comparable whole-

sale price data for that. centre. The harVest/peak market-

. ing quarter for wh~at---st6~- out>as Ap;tl.:.May-June for all . ' 

three states, while for rice, there were three different 

harvesting quarters, viz. ,.utumn, Summer and Winter, in 

each state. The product ion statistics for each harvesting 

season were therefore obtained and the produ~tion of rice 

crop during each season as a percentage of total pro:iuction 

over a few years of the eighties, was calculated for each 

state, in order to determine which was the predominant 

harvest-ing/production season and thereby the peak marketing 

quarter, when the bulk of the crop was harvested and 

marketed - which was then taken as o1 • 

Tables I-a, I-b and I-c give quarterwise wholesale 

prices for wheat, for three markets on each in Uttar 

Pradesh (Hathra~), Punj l!iJ (Ludhiana) and ~adhya Pradesh 

(Sagar) and per month price hikes. The total time span 
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.. 
1956-57 to 1984-85 covered by us can be notionally divided. 

into three periods: period I begins in 1956-57 and ends 

· roughly by 1965/1966 ·(when wheat and rice came under the 

purview of the APC). Period I -•,is obviously typical of pre-

intervention market conditions. Period II can roughly go 

from 1966 to 1974-75 when government intervention encompassed 

an effective featw~e of price announcements well in advance 

but a much less effective or lukewqrm operation of actual 

procurements for buffer stock operations. It is somewhere 

around the rnid-sev.erities that buffer stock procurements were 

....... launch~' ~il'l·:~ full...-thi'oateci :·manner, and·. accordingly;'· bUr 

notional periodization puts period III to represent the 

deccie beyond the mid-seventies. It may be useful to keep 

in mind that the above scheme of periodization cannot, and 

indeed it does not, connote water-tight time compartments. 

our conclusions would take cognizance of the changing inten

sity of government intervention only in a broad qualitative 

sense. With such a division we find that in the case of 

wheat in Uttar Pradesh, there were at .least five years 

during _th~ first period, when the percentage price change 

per month cotlld not be justified by t.he normal monthly 

carrying costs: while after government intervention this 

number declined to 2 and in the third period when buffer 

stocking operations were effectively in full swing, there 

was barely one year when the monthly price change exceeded 

-~ ',. 
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1967.-68 113.44- 120.72 .·107~·40. 96.5. ·c-1.65 ·6.-42 .3 .• 00· .. , . ..-2;:.1-4 S~Oll. 10.1Q 
1 9 6 s - 6 9 . 1 3 • o 1· 1 9 • o 3 7 6 • 3 5. · . 7 2 .• 5 o · : : ~ o • o a a • 2 5 .. . . ~a • o o · 2 ~ 1 5 ·· . 3 • o a · ·s • 7 1 
1969-70 1a.6·7·· .19.·.o2 7S.o6·. ·74.B2 ·.·. ~_ .. o •.. i? ·. j' .~:z:·~ .. -2_7 ·.·· a.·oo !y ,··· ~.:-4~~ .:a.oo ... ·4.2i, 
1.1:3]0-71 74.·82 74.33 . ·74.93 . 90.67. ·· .. ·.0.97 .:7~91·. 9.00 .0.81. :. ' '3;.00 .:3 .. 90 
L .. 1-72 75.67 ... 76-.33 .. ?6.33. · &7.oo: ·,~ 1.66· .. -.:, 1•(.99 .. 9.00· .1~6~r. ··:. 3.oo· .. ·. ·~.:;1 
t9?:e-73 76 .• 3a·. ·e7.67 . 93.67 1o2.6? a.83 · 34;so 9:oo 3 •. 83. · 3.o·o. :-12~97 
1973-74 9o.oo- 83.33 ·93.33 ge •. oo .. 2.5.o ·\.2:2-.5o·. ·9.oo.< .,_2.Fso · 3:.oo- ··.~g.oe. 
·1974-75 .· 131.67·. 1e5.·67 1'69~.33 2o2.oo· . s •. 94 .53~~•2 · 9.o.o 5.'9~ ... ·: 3.75 .. • 2.1~49 
l975-76 122.67 107.67 :1o5.oo :1o5.oo ··'-1.6o -12.··23· 3.oo.· -4~·o9 3.?5····7.~.·15 
1976'-77 105.00 105.00 107.33 127.67- :2.40 ·21·~59 9~00 _2.40 3~75_· .. ·· .. 9.12 
1 9 7 7 - 7 a 1 1 o • o o. ·11 3 • 3 3 . · 1 1 a .. 6 7 . . 1. 2 6 • o o > ··, 1 • 6 2 · _., · 1 • • 5 5 9 • : o o. 1 • 6 2 . · 3 • · 7 s · ·.. 6 • 6 8.; 
1 9 7 8- 7 9 1 1'2 • 5o 11 5 •. 1 1 1 1 a. 3 3 1 21 • o o : · .. : f. 4 3 .. · 12 • e 9 . . : g ~ o o. · · 'f. 4 3 ~ • 7 5 . . : · 5 ~ o 7· 
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1973-74 ·76.-oo· 78.67 88 .• &7 102.91.: · · 3.9a. .·as ..• ~1· .-9~·oo ;.~· .. 3•93 · .. •·a.oo.. 1·a.61 
1974-75.- 'l1S.17. ··123,00 ·.120.67·- lie.oo ··::: o.-27 .• ·. 6 •. $o · a.oo · '.2.27 -~.7$, . 3.45 
1975-76 10$._oo_ ·1o5.oo 122.96 135.17__ 2.79-- 2$~_15 9-.oo ·\.2-~79 3.7~. _.· 10.~12 
1976-77 107.77 106.6.7. > 1lB.OO ~24.67 ··--.···-·.:· 1.74 15.68 9.00 1.-74 . 3.75 · .-!1~32 
1977-.78 ·~ :1i.e~&1·:· ~ i·1o.sa 121.aa ~2s~e1".--~.-· ... ,~o.~.49 . ·.4·· .. ss ·-<·- ·:. ·9-.oo· . :··:o .• .-4,,·. .3,:.7!$. · ?.;ta 

•1979.;.79 1'14 .• ·;13 ·117.67. ''127.67 127.:&7 t· • 1.30 ~-v 11.'66 ·,, ·9.00 :·1.30.. S:.75 '.· ... s.11 
.t'979-BO' 11 ..... oo _~ 12.1.00 .,134.00 1-~·1.oo··_,'• ·r.ss _- '16.52 ··- 6.oo -.-,2~75 ·._ .3~.75 .. ·. 6,56 
1980-81 .. 12o~aa.'·· 121.·67 ·_: -137.eO .. •·s•.ao· 3~ir · ···,·i27.ge g.:oo ·· ... 3.11 · ,. :a~·?s· t'·o.~o 
1981-82 ·135.67. ·144·.33. \158".33."' 159.67'.· 1:; •. 97': ·.17-;.69 .·.·-.,9.~'00'··,.::',·1.'9.,.: '·· .3 .• :75 , . .'·. , .•.. 9'6 
t982-&3. ·. 142:·.67> · '152.67:· .. · 163.67· .. ·178.oo ·: a·.1s: · : .. ·2.f.~77 .. g·.oo . :>.2;1s: ··-·>a:~·7·s. ·· ~ ·&;&6 
1983-84 151.00 159.33 · > 169·.67· 178a3·.:., . 2.of "1e.1.o .9·.o·o ·:· · ~; .• 2}0f :·.· ~.s\7s. .. ·: .. _.·.: 1.~·1.6 
'~84-85 155~S3 1~0.00 . 176·.SS. 179.00 ·· · .1.'_69 ... · ;\,5~_2·4 '· '~.ocr~.· ,. -1~·~:~.'·' ~·;·;·~.~:~~~ _·_;·.:·> f-.1 ... 0 
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'~able 1-c: · WHOLESALE PRICE A.NALYSIS CROP WHEAT STATE MADHYA PRADESH -
-------------------------------------------------------~-----------------------------------------

' .-- . "'\ ~~ OTR1 QTR2 CITR3 CITR4 % CHANGE MAX PRICE NO. OF ~ PER .. NORMA-L COEFF OF 
PER MNTH OIFF ~ MNTHS MONTH c. COST VAR I'AT I ON 

~·------------------------~----------------------------------------------------------------~-----
. -57 38.63 40.30 4 3. 41 43.48 1.40 12.58 9~00 1.40 3.00 6. 11 

-58 35.55 32.82 34.38 35.61 0.02 0. 15 ·9.00 0.02 3.00 5.0~. f 

. ·--59 42.53 52.35 59.50 50.01 1. 96 39.90 6.00 6.65 ' 3.00 .16. 66 
.. ;,-60 37.96 39.74 41.30 38.31 . 0. 10 8 . .82 6.00 1.47 3.00 5.09 

__ .:_,-61 35.72 34.82 33.49 35.27 -0. 14 -1.28 9.00 -o. 14 3.00 . 3.57-
.: :-62 34.06 37.51 a9~74 4·1. 53 ·2.44 21.94 9.00 2 .. 44 a.oo . 7. 93 

.. _,E.2-63 39.95 41.00 39.00 38. 17 -0.50 2.63 3.00 o.ae 3.00 4.50 
l -;&3-64 ae.a3 39.33 45.67 52.00 3.96 35.65 9.00 3.96 a.oo 14.46. 
1'364-65 50.50 6a.oo 64.aa 5e.aa ·1. 72 27.a9 6.00 4.57 3 .• 00 11.01 
19€.5-66 58.67 60.83 60.67 61;00 0.44 a.98 9.00 ·o. 44 a.oo 3.18·· 
1966-67 61.00 61.00 . 59.67 69.00 1. 46 1a. 11 9.00 1.46 a.oo 12.75 
1967-68 90.a3 137.00 122.67 106.00 .1.9a 51.66 3.00 17.22 a.oo 24 •. 29 
1968-69 91.00 93.33 90.00 86.67 ·-o.sa. 2.56 a.oo o.-85 3.00 5.80 
1969-70 79.67 9a.oo 90.00 101.00 2.98 26.78 .9. 00 2.98 3.00 9.51 
1970-71 82.67 79.a3 76.67 81.67 -0. 13 -1.21 9.00 -o. 1a a.oo . a. 9a~ 
1971-72 . 78.aa 82.6? 87.00 90.67 1 • 7'5 15.74 9.00 1. 75. 3.00 5.97 
1972-7a 84.3a 82.3a 90.00 91.26 0.91 8.21 9.00 0.91 a.oo 9. 17 
1973-74 8a.77 aa.77 93.69 98.65 1. 97 17.76 9.00 1.97 3.oo ' a·. 15. 
1974-75 126.aa 180.00 200.00 187.aa 5.ao 57.70 6.00 9.62 3.7s 17~46 
1975-76 171.67 162.33 132.67 1a3.aa -2.48 -5.44 3.00 -1.81 .3. 75 13. 18 
1976-77 123. 3a. 129.67. 140.00 151.67 .2. 55 22.97 9.00 2.55 3.75 8.56 
1977-78 148.3a 156.67 170.00 161.67 -1. 00 14. 61 6.00 2.4a a.75 7. 12 
1978-79 140.00 133.a3 132,fi7 143.00 0.24 2.14. 9.00 0.24 3.75 3.88v 
1979-80 128.67 144.a3 158.33 150.00 1. 84 23 .·06 6.00 3~84 3.75 '7~95· 

1980-91 158.33 171. 00 212.67 216.67 4~09 36.84 9.00 4.09 '3.75 14. 14 
!991-82 256.67 213.33 186.,67 195.00 -2.67 -16.88 3.00 -5.63. 3.75 13.-09 
1982-83 16a.67 192.67 207.33 221.67 a·. 94 as·. 44 9.00 3.94 3.75 12 ~ 14 
1983-94 190.00 200.00 208.33 213.33 1.36 '12.28 9. 00 . 1.36 3.75 4 ·• 97. 
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normal carrying costs. Incidentally, these very years also 

registered a much higher c. v. indicating that during each 

such year, price variability moved significantly above the 

trend level. In general, period I shows a very highly fluc

tuating pattern of year-to-year changes in c. v., punctuated 

by excessively high values of c. v. for some years. On the 

whole, the average position for period I reveaJ.s a picture 

of high magnitude of c.v. Period II shows lower variability 

while period IIJ shows still lower variability. The quali

tative changes in the temporal behaviour of c.v. can be 

visually grasned through Graph 1-a. 

The effectiveness of government intervention is dis

cernible more vividly in the case of Punjab. It is not a 

small feature that since 1974-75, there does not exist a 

single 't-.ear when per month price change is higher than the 

carrying costs. Graph II-b portrays the success stories 

more tellingly. On an average, the c. v. registers a drastic 

fall after 1966/1967 in general, and 1974/1975 .in particular. 

The c. Vs. are very close to each other in terms of magnitudes 

and except for one or two notorious years during the mid

seventies, the post- intervention years reveal a highly 

smoothened profile. 

In Madhya Pradesh, the variability seems to have gone 

up from period I as a whole to period II but declined during 

the third period after the mid-seventies. However, the 
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magnitudes themselves c:re not very large. Whereas in U.P. 

and Punjab, the ironing out of the amplitude of fluctuations 

is visibly more clear, in Madhya Pradesh it is not so. The 

peaks and troughs are quite sharp, occurring somewhat 

suddenly, particularly till the onset of the seventies. 

Moreover, if we consider the percentage change of prices 

per month, the magnitudes of the price differences on the 

one hand are not so low and on the other hand even during 

the eighties, ther.e are at least two such years when the 

price changes per month are not justified by the normal 

carrying costs. Thus, the Madhya Pradesh situation is a 

little less pleasing compared with that in Uttar Pradesh 

and Punjab. 

In sum, in the case of wheat, the effectiveness· of 

government policy reveals itself in two ways. Firstly, 

the percentage price change per month is much less than 

the normal carrying costs thereby leaving no incentive for 

the farmers and traders to hold on with the saleable stocks. 

Secondly, the c. v. has also shown a tendency to decline in 

the years of effective intervention. 

In totality, in the case of wheat, the effective-

ness of government policy reveals itself quite clearly in 

uttar Pradesh and Punjab, and a little less in Madhya Pradesh. 

we are able to say so both on the basis of the comparison 

between per month price hikes and the'normal carrying costs, 
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as also on the basis of the changing time-profile of the 

c.v. before and after the inception of intervention. 

Before we Con..c.L;_de our discussion on wheat, it may 

be enlightening to look into the results of the second

degree polynomial fitted for the time-series of c. v. In 

particular, we would like to see if the hypothesis of rever-

sibility from an increasing to a declining trend is dis-

cernible; if so, around which point of time. .Again, H 

may be highly useful to see if the time-point of revErsi-

bility, more or less, coincides v.dth the beginnir,g of 

government intervention. This would provide an added 

confirmation to the conclusions reached by us earlier. 

· Table-loA: Additional Information on c. v. for Wheat -
· · Estimated Po lynomlar-<V:a-t1)if\+er"2J __ _ 

-----------------------------------------------

b Coefficient 

, c Coefficient 

Rever sibi- (.E._) 
lity Point -2c 

Uttar Pradesh 

+0. 337765 

.-0.01362 

12.39 

Punjab 

+0.446-287 

-0.01702 

13.11 

l"ladhya Pradesh 

+0. 385290 

-0.01071 

18.0 

-----------·-------------------------------------------------
From the above table it is clear that in the case of 

wheat, for all the three chosen states, the trend of varia-

bility is distinctly upward moving till a given time point 

as borne out by positive b coefficients in each case, and 

reverses itself into a declining trend after that time 
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point as is borne out by negative c .-:::oefficients. The 

reversibility point i~ in conformity with our expectations 

in U.P. and Punjab viz. the 12th or 13th year (1967-68 or 

196 8-6 9) which occurs soon after this crop came under the 
-

purview of the APC. In !'1ad.hya Prad.esh however, the process 

of reversibility seems to have been d.el ayed by a few years 

as ~ can see from the table. 

All in all, the a~ove results strengthen our hypothesis 

further. 

In the first case of Rice - viz. that of west Bengal, 

(table II-a) while there were about three out of eleven 

years during the pre-intervention era where price change 

exceeded carrying cost, this number rose to six years out 

of the 9 years in period 2, and declined to 2 years during 

the third perio::1. While the c. v. ranged between 3 and 16 

for period one, it rose considerably during the early and 

mid-seventies reaching a level as high as 40.35 in 1 f571-7 2 

but thereafter started declining relatively after 1974-75. 

It is clear also from graph II-a that in west Bengal, 

the intra-ye·ar variability of wholesale prices of rice shot 

U.P initially after government intervention but with the 

effective bnplerrentation of buffer stocking and other 

mechanisms of price policy, the variability started coming 

down. On an year to year basis, there was not much change 

in. the last period as seen from the graph while the mid-
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.. · . Table ~~~: Wt:tOLESALE ,PRICE AN_ALVSI.s· CRqP .~iC.E .'SJATE liiEST_·e~N_Gftl.( ·.. . .. . .. . . . . .• r : .... _ ,~ _, 

·---------------------------------------~--------------------------------------------~---------·---'vEAR ·, ar"'~ 1 ' ... QTR2 : . QTR3 . ·. QTR.i . ;! . CHANG~ M,A.X PR i c~ NO •. OF_:· " PE'~ ·. . NPRKA~' .. ·.C·Q-EF{_.QF : .. 
. . · · · PER. MNTH ·oiFF. ".. . . MNTHS MONTH . ,· c~: COST.· V'ARl.RTION · 

.. ~-- -· ___ ...:, ..:.-~- ............. :.... ----.:.- --·~.:.~ ...... .:. --------- .;_ -- ~ ...::_- --- -:-~-~-- -~-.:...;.--..;; .. · .... --- .. .;._~ ~-- ...... ~' . ..::.-:..·_ .. ; _..;.-.,;;. ~ ;.;.\ .. --~.:.·~- ,;,/.,;. ~~~~ ..... : 

1956-5? 51.58 . 6o.·o6 :·<62.o1 .:59.39 ·· . · 1:68· · .. 20.35 . 6~oo ~;.·3.~.:39( · 3-~_oo··>.· .. · ·?.'l·o.· 
957-58 ··55.37· 65.42 ., ?7.70 11.00 3.1-4· .-:.-40.:32 6.oo ... · ~-7~.·- ·3~oo. ,·:~ .l& •. .tla 
195a-5~ -49.3-4. -47.56 ·61.-40 62.52 2.97 26.70 9.oo. ·:~2•97.·, ~ .. oo .. <·-·\1··11!:_.~ 
1959-60 , . ·s8.5o. 62.01·. 62.;96 57-.16 • -0.25 -:·7.63 6.oo> -1.27 .· S·;.,oo· ·: · s~·?l 
1960-61 .52.91 .52.25 55.37' 62.96 -.··. 2~11 ·18 .• 99 9~oo· · a·~il .· a.oa · 1

t e,11 
1961-62 57~-48 62.11·· 65·~3o 72.67 2.9-4 26.-43 g·oo·. ···2>9-4: a.oo ... · ·a:~87. 
1962-63· 6-4.--42 .· .--72 •. 5J 8o.o9· 8-4.69 .. 3.5o. .. 31.-47· 9:o·o ··. a.5·o. 3;.oo·' .. 11 •. ·47 
1963;..6• 64· • .-81 6-4.38 ·· 6-4.38 6-4.38.· •.. -o.o7 .·.-o~66. .3-.oo .:-"0.22.· ·. 3.oo .... o~s5 
196-4-65 69.."Q3 7.1.35 . :71.~35 71.35. 0.37' . 3.37' 3.00 .1.12 .·' 3.00·· .... ··2:·72 
1 9 6 5-6 6 . 7 2 ~ 1 1 . 1 3 • 6" 1 3 • 6 4 8 9 • 2 6 · ·. . . . 2 • 6 • · . · 2 a • 1 e 9 • o o . . 2 • 6 • 3 :., o o 1 6 • 9 1 . 
1966-67 99.o• ·104.21 : .131.27< 135.50 4.o9 · · 36.8.1 . 9..oo.· :. 4.o9: ·:a .. ·ao .... 15;21 
1967-68 118.-19·. · '129~67 · 139.56. 127.57 .· 0.98 18.QB 6~0Q . a·.o1 .> a;o·o· · ··8,.&2 
1969-69 110~·.73· ... 111 .• 92. 126.33. · · 1-49.04 3~94· 3·4.60 9~oo . · .. ·~ .• e4 . ·3.DD · .. ·. 1a·:~37 
1969-70 112.83 132.o2-4 155.00 ·. 155.0.0< --4.15··: _. 37.37. 6.-QQ· ·,iL23 :._ 3;.00. 'J,-_14·:02 
1970~71 11t.:·s7. 1.13~06 108~·67 109.79 -o.t9 1·.34.· 9.oo~ ·. o~ 15 3.oo.·:.-~ ·.·.··3.15 
1971-72 111 .• 33, ·123.83 207.:33 ·152-.oo •~o& 8f1 •. 23 · 6.o·o·. :·'.1-4.~·7 3·.oo· .... ·•o:-35 
1972-73 119.-46 138.17 .. t7t.oo 206.~7- 8.1i- -·73.01 _.: ... 9.00· ;8 •. 11· 3~o.o .. 24~a• 
1973-7-4 1-45.33· 20a~33 231;;00 221~67 S.B-4· · 58.9-4~ · · ·&.DO·. :.9.:82 · 3.00 . ~:a .. at. 
1974-75 166·.67· . 21.3._33 22o.oo · .211.67 3.oo ·32.00 · &:oo ·.· :5~~33·. .3.75 .. ···.·t1~.-e.8 
1975-7G 1-45.oo 161.67 ··2o·o.oo · 199.33. ...o9· ·3·7~93·· : ·- 6~oa · ·· .6.-32·· ·> ~.3'!75.:;. ·1•·•28 
1976-77 151-.67 · 115·~00 193.33. 180.00 2.08 27 .• -47 6.-00 ... 11LS$ .'· 3· •. 75 .· .. '-. 10•-43·. 
1977-78 .157.67. 15c:J.oo 1es.oo. 219.0D>: 4.a·2 38 .. 90 .·.· · 9~oo.·· · .- •. ~·32. · ··._,3~7s-· .. ;· ···1-:4.·o6·: 

·1979-79 ·168.33 · 197.33 ·24D.;OO· · ,·235.oo. · ...... o · ··.,.2.57. '. &;.'oo:· · :1-~··1o.. > ·'3~75. • :··<1-4~"57 
1979-90 202~oo 223.a3 2-4-4.67 2-42.67 · 2.2 ..... 21~ 12 ~ 6.-oo. · :3.52 3 •. 75 '.·:.~1r.".1e 
1980-81 201.33 225.oo 243.33 2-42.67. · 2.28 .... 20.86~ ·.6.oo ·:. · .. 3:~48 ·· 3~7.5 · .. _,,~~··:_8·~'.t7·' 
1 9 8 1 - 8 2 2 ~ 9 • 6 1.: · 2 go • o· o 3 • o • o o 3 3 8 • 3 a 3 • g 5 . · a ' •. 1 8 · 6 • o o ·.: . :.: 6 • o 3 .. · 3 • 1 5 . • · · · 1 • • 6 o 
19a2-e3 29.o·.61. ···33s.oo 358.·3:a 32o.oo 1.12· .. ·.?a.2e . 6~.oo. ·· ··a.:_e8 3.75 .· 11~··11 
1c;I83-B4 286~oo · 292.33. 291.00 29t.oo o.t9·· ·;2.21 ·_3.oo. · .0 . .;74 · · 3.o7s. ·:· ,·· .2:·o3 
1984-85 287.00 286.67· 321.-67 ·. 313.33 ,, 1•0?." 12.08 ,-6.00 ~-01. .. 3.}.~ ... ·· ~-·:91. 

I 
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~ Table li-b: • WHOLE-SALE PR IC.E: ANAL YS I_S o9ROP RIC~ ·STAT!::'·. ANDHRA .P:R-f=IDESH; CN~L~OR.{:: >:, ·. :- :.;:· :~·~ .. : .. ~~ 
'·-- ------------- ..o.a--:.- -- --·--.:.....- -·-- -·----------...;.- -·----..,..-- - ..... _:_ ...:-·-....,.---- _,-- ------- ;.;..._,·-·-·-·-·-.~-··-"""!"-...;;.- ----· . ..-.. --- ~·---..;,.. -·-

YEAR ·· ,arRi .... CJ.TR.2· .·· ... aTR3 atRA. ,. cHANGE:.t(Ax ·PRicE.-. No.· ·oF _;i·:P~·.R · NoRM'ALo:'. :.cJ)EFF.o.F 
.. . . ·. PER· HNTH.·D.•IFF. r. · ··.. MNT-HS MO'NTH · C •.. COST :VARIAT,X:ON 

-·; ~~~ =~; ~ ----;~ ~~;~ -- -;; ~;-~----; ~ ~ ~ ~---- --~ ~ ~-~ ;--- -·= ~-~ ~ ~- -·- -.;; ~ ~3-- -~- ~ ~ ~0-·-·--~:~ ~-~~ ~-~:-:-:,~~~·= ~b-:)~~.~t~.~-~~-~~ 
1957..:..5e 4-6.66. .45·.55 45.55· 45.74 -0 .. 22 · · ·-1.97 . : 9~o:o -0.22 ·. ··3.oo --.· -· ,L·39 
1 9 5 a:.. 59 4 6 . 8 9 59 . 6 1 6 2 . 2 9 . 6 4 . ao 4 ·. 1 3 3 7 . 1 4 9 .. o o · · · 4 • 1 3 . . 3 .. · o o ·~ ··1 2 • s i 

.1959-6o·, 68..99 63~41 62.15 65.~1'9 ·-=0.61· -:-5.50 9.-oo.'·:··.··-o.6:1 .. ·.·~-···3:~oo_~~· ··.5~:97_. 
1960-61 .69.66 71.44· .?2.33 72.34 .0.:43· .. 3.84 9.00 ... 0~.4:3 .... 3 .• 01;3 . .' .. ,,_L77 
19~1'-62,' .7-4.11 ·'65.83 63.53 69.14 ..... 0.75 ·-6..71 9.,00 ::'0.75 .3.0:0'-·;~<7r~~4·.· 
1962-63 .(?t.oo· 60.92 65.12 72.17 o.18· 1'.64 .9.oo o. .. -18 :3~oo···~· .. a·.·14 
1963-6.4.· ,78.38 69.36. 71 .. 88 76.81 ··-o.22 ~2.01 .·6.-o.o· -o·."a4. 3~oa. -, ·· ·7~ao. 
1964-65-;. 77~oq 74.06 74.06 ·74.0.6 -o-.42···· ,'..:g·.a2 a~oo .-L27 .. ·· :;:~:oo. 1• -.1,."·70~: 
1 9 b 5 - (:. t•: 7 6 • 0 3 7 6 . 0 2 7 6 . 0 2 7 6.. 0 2 / •. 0 0 . . ~ 0 ;. 0 2 . 3 .• 0 0 . ' -;- 0 .. 0 1 . ;3 ·. 0 0 : . : . 0 • 0 1 • 
1 '3 6. 6 - t. ('''I 7 8 • 5 5 .7 ·9 . 8 1 "? 9 . 8 1 7 9 . 8 1 0 • 18. . ' ' . 1. 6 1 3 • 0 0 . . • : . 0 .• 5 ·4 . 3 .. 0 0. ·. ' ' . '1 .• 3 2 .; 
1 9 (. 7- E. 8 7 9 . 8 1 8 5 . 54 1 0 1. 6 7 11 5 . 42 4 ·. ;9 6 ... . 4 4 • 6 1 9 . 0 0 4 • 9 6 . . ~ '• 3 ~~ 0 0 1' 5. 8 2• 
.1968-.69. f23.83 109.75- I14.oo ·124.so· o.ot:. o.54 9.oo ·· .··o,.o6 · ·.a· .. :.oo. ·.·· .;7.42 
l "::16 9-7 0 t'2 9. 4 8 1 1 1. 0 0 1 0 5. 6? 1 1 7 . 0 0 -, 1 • 0 7 -9 ."6 4 9. 0 0 _..:· L 0 7 - · .· 3. 0 0 ·- , • ,9- •· 12 · 
1970-71 123.17 115.50 117.89 131.83 0.78 7.04 9.00 0.78 a:oo>;' :··6.26. 
1971-72 .. -. ·15.8.$'3 130.00 .129 .. 67 137.00 . -1.50 · . .:..13 .. 47 9.oo'·. ':.::LSD ::L-00 ··. ,•10.80 
19'12-?3 145~67 139.0.0 122.00 143 .. ·33 .-0.18 ·-1.6o.~ .9.00 : -:-0 .• 18 3.ci·o· ;.· .. ~8~4.$. · 
1973-?4 150.33 165.67 18·1.67. 210.00 ·4.41 .. · .39·.69 .9.oo ·' ;, .;,4~_4'1. ·· ·3_~·oo .. · :·: 1:3~8:6_.· 
1 ·J / 4- ( 5 2 3 7 . 6 7 2 3 5 . 0 0 . 2 2 3 . 6 7 1 9 1. 6 7 . - 2 • 1 5 ,. - 1. 1 2 ... "'3 • 0 0 ' . c :- 0 ~ 3? .. ~ ;~ 7!) . ' ; . ;., ~·· 2 • :6 0 . 
1 ~1-?5 -· (' 6 : . 1 8 7 . 3 3 . 1 6 5 . 0 0. 1 8 1 ·. 6-7' 1 50 . 0 0 :- 2 •• 2 1 ~. . ' -;-·3 · .. 0 2 . ' . 6 . 0 o. ' ; ,,;. 0 •. 50 . . :·,. 3. (' 5. . . ' .. 1.1 • 3 1 : 
l':':I?G-7? .183~"33 21o.oo 18o .. oo· 195.33 . o.73 · , 14.55 .3.oo' .· .. ,_4 .• 85 ·· ;·3.7.5 .. ·, io~-94. 
l':l'??-?8 .· 220.00 'l9'5.00 161.6? 186.'67 .-.1.68·· ·-.11.3.6 .·3.00 ... ',--:..3_.79, 3.76·.· .'>i2~83. 
1'378...-79. · 1::97.·33. ·.178.33 16B.33 199.00 o.o9 · .. o~84 ··9.00 . : · o.o_9·' · · ... 3 .• 75 ._-":·>··lO..·(J~.< 
1979-.eo . 2:10.67 243·.33 206.67 226.6? .. o.a4 · 15.51 ·3.·oo · .. ·. 5~17 .. · ·. 3 .• 75 ...• a.68. 
1980-81 '26.Lt;7 25o.oo, ·22s-.oo 2?2.33. o·.45: 4· .• 08 ·· 9:po ·: .. :>o.As: ~- ·.·a.7s··, .··a.·a.2· .. 
1 9 S 1 - B 2 . 2 Q 6 • 0 0 ~ 1 3 . 3 3 .. 2 3 5. 6 7 . 2 6 5 • 0 a· - 0 • 8 2 ·. 9 • 56 . 3 : 0 0 . · ' a·. 1 9 · 3; 7. ;5 · .. . 1. 0. 7. 2 ,. 
1982-83 ·28f;) .• OO 292.00 247 .. 6-7 297.83· . 0.46 4.14 9.·00 .. ·o~.46 . · ··3.75 .. ,·_. 7.49. 
1983-84. ·33o.oo 376.67 355.oo ·28o.oo ·-1.68 t4.f4.. 3~oo· · 4 •. 71 .. · .:..a-.75. (~ ·ll·~:4·l 
1984.-85. ·2ao.oo: ·29o.oo- 266.67 316._.6_7:. ~1.46-. ~l~~io 9~oo.· -··· ~~-.46.· -.~ .• 7? _~7·.o6 
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'Table .II.~c.: WHOLESfiLE PR~CE ANAL'•'SIS CROP RICE STAT'E>.TAMIL· NHOU.· .<MADRAS>.. :·,·.·~~:;·:.f:.~-. ····:·f 
~----~---~----~~~----------------~----------.~~-~--~~---------~-~---------~-~~-~7---~--.---~-~~~~~~T-

'i'ERR ·oTR1 QTR2 ·aTR3 C!TR4 -~~ CHANGE ·MAX PRICE NO. OF . %.pER. ··NORMAL CO.E-FF _o·F .:.> 
PER ~1t~TH 0 IFF 'l. 1'1NTHS MONTH : C. COST VAR:I AT I ON 

""'' -• _., • ••• ._ ••~_:_,- ...:.._,_.._- ·--·-•••- -· _.., -'• ..,., _,, -· ....,, ~··• --•w•"- .._,, ·~ .. •-~ .... _.. _,- -· ~··- --- _..:.._ ..... _.-- :-'··-- .:...------ _._- -·--- --·~--·~--- ~ -.- _.; .. :~ ~-;.....:•';7"':;..."~' .. -r:.-•..:. .:...-·~-.:..;:...• 
l'I:,F·.-·::i/' ~J.t9· 4f.t.?3 f:i1.:1.El6 4?.65· ·--"1.16. ·.-,4.3fJ ·.6.00 · ._..,.0.73 ·3.oa···>·.: 4·.'9o 
: l •• / ~~., 1 4 a . -r- (~ ~; ·1 . t.: o ~; o . 9 1 ti 6 . 8 s . 1 . 8 4 1 6 . 58 9 ~· o a. · . 1 .• :a 4 .· a. o o ·. :. '5·. 8 4-
:·1·,:: ~;·) sJ.ll 4.5.91 4~:i.lO 40 .. 19.· --4.04· ·.-27.25 q,.oo ·-9·.oa .. ·· .. 8-~oo > .... 1.9.18·. 

I! • ') .. t.f I · 4 9 . 1 8 54 . tl3 58 . 1 1 b 1 . 6 Sl . 2 . 8 3 2 5 . 4 4 9 .. 0 0 2 .: 8'3 · . 3 • 0 0 l 0. ;a 2 
· ·:. u . 6 1 6 1 . 9 5 55 . s 8 5 G • 2 e t. 1 . 3 8 · -· o • 1 o ~:o . 9 z 9 . o o , . -:- o ; 1 o . · ·. ·. 3 • ·o o · . 5 •· 1.3. 

, . 1 .. t:. ~: · 6 2 .• o 1 6 2. 6 9. ~· ~!. 9 2 · s 6 . o? o. 7 3 · 6. 5 s 9 .. o o : . · · o. 7 3 . ·. · · · 3. o o · ·· s·. 6 s 
•. :: c,:;; s 7. 8.8 5 :1 • Et3 ~~ 4 . =~ .:. ::; ? . 4. ::J ... n . o 9 - o. 7 8 . 9 • a· a :. ""'o •. o 9 . · · .3 • o o ·. · · · :· 3. ·a 4 

! ~-'' ~=-?·c":' 62.89 64 .. 11 .~.r:./r; .L02 9.;:~? 9:;oo 1.0·2 ·3~00 .5.3.1· 
.<j--f.~· 66.05. 6?.'?2 t../.?:· t.::·· .. /=: t:t.~~o 2.~:;:::- 3.oo ·o.·a'4, ,·. 3~o·o.<: .2:05 . 
. ~ .• ·Gt. 6a •. eo 69.30 72.69 73.99 o.84 ?.53 9.oo -.o.84' ·· :·s.·ao:. _3.,.:.56. 
' 6 . 6 ? 7 3 .• 9 0 . 7 3 . 9 0 7' 3 . 9 0 7 :::: . ') u 0 . 0 0 0 . 0 0 3 .. 0 Ci . 0 • 0 0 . ' 3 • 0 0 . '. 0 •. 0 0 ... 

i r. / -· 6 (: ;7 3 .• 9 0 6 3 • 0 9 · 6 3 . 0 9 6 3 . Ll9 -- 1 . f, :=! - 1 'i .. C.~:: 3. [I 0 - 4 ~ 8 8 :,.- 3 • 0 0 · ,. - 7 ..• 11- · 
· 1 i, ~l " 6 <J 6 ~ • o 9 6 3 . o 9 . 6 3 . o 9 c. 3 . o 9 o . o o o .. o o . 3·. o o a . · o o 3 .. o o ·· · . o ·• o o ~ 

l '1 (, 9 -- ( 0 ~ 3 ~ 0 9 6 3 . 0 9 . 6 3 . 0 9 6 3 . 0 9. 0 • 0 0 0 . 0 0 3 •. 0 0 ' 0 •. 0 0 '3 .. 0 Q. . . . ' .. 0 • 0 Q~-~ :· 
1 9 .,.. o - 7 1 · 6 3 • o 9 · 6 3 ~ o 9 . 6 3 . o 9 6 3 . o 9 · o • o ·a . o • o o 3 • o o · :a .' o o · 3': o o · ·.. : . b .• o o ·: · 
J':l?l-72 G3.o·9. .. 63.09. 63~09 '63.09· ... o.·.oo .· ... :·o.oo 3.oo ··o·/oo ::Lao · .o·~·oo -~ 
19-r2·-73 63:09. . 63:o9 · 63. o9 63. o9 o.·oo o. oo 3· .. oo. · ·o. oo .3. oo _;, . o. oo~.~ 
1973-74 .~ 1 ·'· .• 70 136.00 13E .• OQ·, .136.00... . 2~42 · 21.76· . ..-..., . ·3 .. 00 .. 7 •. 25 3 .• 00 . .'··· ''15.51' · 
19?4-15 136.00 185.00 .. 'l!:i9.00·. 171.67 . 2~91' ~ ·:.3·6 •. 03 3~00 .·.12 •. 0-1. 3'.75 .. '12~77···: 
1 9 7 5-:- 7 6. 1 6 s. o a~ 1 6 5 . o d 1 6 s . o d . 1 6 5 . o o o . o o · o,~ o o 3 . o o o • o o ·,. 8 .. :7 5 · .. :. :. o. o o~-;';. 
1976-77 1'65~00 154.25 154.25 154.25. -0.72 ·. ~--6·.·52 3.00 ·--~·2.:17 '-3.'75: ';r.97< 
1977-78 ·154~·25 154·. 25 154.25 154.25 o. oo '· o. oo 3·. oo .. a .• oo .. .·~>.7'5.~:· . Q:~·D07.~-

.l 9 7 8 - 7 9 ;.1' 5 4 : i 5 . . -1 5.4 • 2 5 1 !:i 4 . 2 5 1 5 5 . 4. 2 0 . 0 8 . 0 . 7 6 3 ·. 0 0 . 0 ~. 2 5 r . . 3. ~ '7 5 . ' ' . . . ~r .. 4 2.::. ~ 
\979-80 -1'56.!)0 '156.00 156.00 156.00 o.oo -0~00 3.'oo· ·· .' O •. OO'· ···3.75 .. ··o .• DO\·. 
1980-81 .156.'00 166.00 ·· 171.00 171.00 1 ~.0'7·.~. 9~.62. , 3. DO ·. a.· • .-·2·1· 3~.75 .i· 4~~-~6. 
1981-82 .17LOO .. 171.00 171.00 171-.00 0.00 0.00 3.00 - ci.Ofl· ~.75 .. 0~00;;,... 
1982--83 :171.:oo ·17L·oo. 17L-oo t71.oo: ·o~·DO o~-oo ~l.a·o. ·.'' o.oo.. 3.7·5·.·· , .o·.op··, 
1983-84 17LOO 172.3·3. 175.00 l75.00. ., 0.-26.· ' .2.34 ·6.~·00· 0.39 ·· ·. '3.75.t'. ;····1 •. 14. 
1 9 a 4 -:- e ::. {7 s • o o 1 7 5 • o o 1 75 ~ · o a··· 1 7 5 • o o · o ~ o o ·. o • o o 3 •. o o · · · tl. o o . . · 3 •· .7 5 ·· o'. o o ( 

.'. '·. ~ .... ' 
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period (i.e. :t:::!riod 2) stands out as the Worst. 

Inc iden tally, a few problems about data may better 

be pointed out at this stage. As given in the data showing 

for the year 19:,9, February to June prices; and for the 

years 1964-66, all prices pertain to maximum prices as 

fixed by the stat~:~ government (and not open-market prices 

or ,.;rholesale pricf~s) 

In Andhra Pradesh, ·we find that the price data from 

1965 to 1968 refers to maximum prices fixed by the govern-

ment and not wholesale prices. Not surprisingly, therefore, 

for these years the inter-quarter or inter-month variations 

(see Table I I-b) were almost absent and one finds that 

during half of the first period the percentage change in 

prices per month \vas negative with barely one year when the 

change exceeded normal carrying costs. During the years 

shov1ing negative percentage change we find the prices higher 

during the peak season rather than the lowest. During the 
" 

middle period, the c. v. increased sizeably compared with 

the first period with half the period registering a decline 

in the percentage price change. While during two of the 

n_ine years the price change exceeded normal carrying costs, 

during the last period ~id-seventies onwards) there was 

not a single such year. The c. v. level remained the same 

as it was during period II. 

A glance at Graph II-b, clearly reveals that although 

the absolute level of c.v. has indeed gone up over the 
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government intervention period, the amplitude of fluctua

_tions started reducing drastically from year-to-year from 

the late sixties-early seventies onwards, and the overall 

trend appear~ to be in the downward direction. 

In Tamil Nadu also the price data available from 1964 

to 1965 are not wholesale prices but maximum prices fixed 

by the government. Besides, from 1968-69 to 1972-7.3 and 

the years 1975-76, 1977-78, 1979-80, 1981-82, and 1984-85 

all give values of c.v. equal to zero because the prices 

as given are the same for all the ·12 months in each of 

these years. Corresponding to these years, one may 

notice a break in the graph of c. V. for rice, Tamil Nadu 

(refer graph II-c). As is also visible from the graph, 

except for an odd year here and there, the general level 

of c. v. has fallen considerably over time. In the era of 

government intervention only the 18th year i.e. 1973-74 

breaks the horizon of an otherwise very-close-tO-the

axis level of variability. In other words a very low 

absolute and relative magnitude of variability started 

showing up from 1973-74 onwards. 

It is clear that although both wheat and rice by 

· an:1 1 arge conform to aur hypothesis, the exceptions are 

noticeable more in the case of rice. Moreover, there 

are severe data limitations, which we have to bear with, 

for want of a better alternative in almost all the cases 

of rice taken by us. 



16 2 

Fin ally, let us also take a look at the· second-degree 

polynomial fit ted to the tim-e-series of c. v. for each of 

the three states for rice, as we did in the case of wheat 

to find out whether the trend of initially increasing and 

later decreasing variability emerges and around which time 

point of course. 

Table II-A: Additional Information on c. v. for Rice -
Est~ ted Po lyngiD!ai <Y:.=._ a~T~T3J--

West 
Bengal 

Andhra 
·pradesh 

Tamil 
N..adlu 

--------------------·-------·----..,--
b coefficient +1. 267929 +0. 75 360 3 N.E. 
c coefficient -0.03991 -0.0 2018 N.E. 

Reversibility 
POint 

(= b ) 15.88 18.66 N.E. 
2C ------------- ---------------

NoTE: N-£· :-NOT £STtft11\TEb 

The results as tabulated in table II-A are certainly 

not as neat as for wheat (Table I-A). HOillever, both in 

West Bengal and Andhr a Pradesh, the c. v. increased for a 

few years then star ted declining. The dec line set in during 

the early-s~venties for west Bengal and Andhra Pradesh. 

This happened later than in the case of wheat. perhaps, 

it is under stand.able if we recall that the breakthrough 

in rice technology and consequently volume of production 

commenced only in the early-seventies. The price policy 

for rice acquired its !~ vigour includ.ing massive 

purchases on government account only since 197 2 or 197 3 
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onwaids. The decline in month-to-!nonth variability in 

wholesale prices was, therefore, more sure to take place 

only since 19'73/1974 onwards. 

For Tamil Na1u, we did not consider it advisable to 

estimate the second-degree polynomial because of some 

serious gaps and statistical distorticms in the price 

data. 

In conclusion thus, by and large, this section on 

major cereals (wheat and rice) yields satisfactory results 

in the cc:ntext of our hypotheses. As between wheat and 

rice, the results are more precise and neat for the former. 
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Section II. : COARSE ~AINS (JOWAR, BAJRA, M\IZE AND 
BARLEY) 

Amongst the coarse grains being dealt with in this 

section, jowar, bajra and maize came formally under the 

purview of the APC during the year 1965-66. 

Following the 1975 Technical Group on Buffer Stocks, 

the Department of Food constituted another Technical Group 

on Buffer stocks of foodgr a ins in order to examine the 

feasibility of the buffer st~cking policy of foodgrains 

for the VIth Plan period. 

In the context of this chapter, we may note that 

amongst the other terms of reference of the Group, one 

of them was: 

"· •• To suggest the grain mix in the 
buffer and operational stocks 1 • ... " 

However, in the context of the above. question relating to 

the grain mix of the foodgrain stocks, while the Technical 

Group decided to study the two major cereals wheat and 

rice separately; with regard to coarse grains the Group 

felt that the quantities involved at that time were not 

large and therefore these were not considered by them. 

Moreover, it was only several years after the setting up 

of the APC, that the NAFED (National Agricultural Co

operative Marketing Federation) was designated as the 

agency for undertaking support purchases of coarse grains 
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in collaboration with state co-operative marketing agencies 

or any other agency nominated by the state, with the assu-

3 ranee that losses, if any, ~uld be re-imbursed fully. 

At the moment, the government fixes minimum support/ 

procurement prices for 20 commodities. These are: rice, 

wheat, barley, sorgum, pearl millet, maize, ragi, must;3rd, 

groundnut, soya-bean, sunflowerseed, safflowerseed, gram, 

black gram, green gram, red gram (pigeon pea), jute, cotton, 

sugarcane and VFC tobacco. These crops together account 

for over 80 per cent of the gross cropped area in the 

4 country. 

Thus amongst the four coarse cereals being dealt 

with in this section only maize and barley are included 

under the commodity coverage for fixation of support/procure-

ment prices while bajra and jowar do not enjoy effective 

coverage. 

The above background suggests that there is hardly 

any effective buffer stocking policy to speak of, for 

coarse grains and not all coarse grains are given adequate 

attention in practice, by the APC in matters of price 

announcements and their ~ect ive _ im_Eleme.E.!§t i.QE• Ac cor

dingly, we might discover certain odd problems in the 
• 

context of price fluctuations and variability as our 

analysis goes on. Also, it is fairly obvious that for 
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coarse grains, we need not consider a periodisation schene 

similar to the one cdopted earlier for wheat and rice in 

the previous sect ion. 

A glance at table III-a for jowar in Maharashtra 

. (Nagpur) shows that the price differences are well within 

the justifiable range of nornal carrying costs, throughout 

except for 1963,-64 when the price difference exceeded the 

carrying cost substantially. From this it also follows 

·that the inter-quarter range of prices was never very high 

as in the case of some other crops - i.e. the mean price 
.· ' ' . 

from one quarter to another did not register ·any volatile 

changes. · Perhaps this is because the market for coarse 

grains is not really a breeding ground for hoarders and 

black marketeers since the demand comes primarily from 

the economically less well-off sections of the population. 

Moreover the production of jowar has also not registered . 

any sharp declines. Hence, prices appear to be relatively 

controlled. 

Gr~ph III-a also goes in conformity with the abOve 

pattern, revealing a sharp peak during the 8th year (i.e. 

196 3-64) and another sharp peak in the 19th year (viz. 

1974-7Sj. Apart from these distinct departures it is 

visible that after the mid-seventies, the c. v. did reveai 

a reduction in price variability in absolute terms ~s 

well as in the fluctuations from year to year. If the 
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_ ..... ,, .. 
'' 1 

Table I II.,;;. a: WHOLESALE PR I C·E ANALVS IS CROP JOWAR STATE MAHARFlSHT·RA . ;·. 

------------~----~-~---~------------------------------------~--------~-------------·---~-~~~--~-~~ 'rEAR CTRl QTs;!2 CTR3 CTR4 ~ CHANGE "MAX PRICE 
PER MNTH D IFF ·x 

NO •. OF " PER 
. MNTHS .MONTH · 

NORMAL COEFF OF 
C. COST' V~RlATlOH 

·----------------------------------------------------~---------------------------------------------1 9 s G- s 7 3 2 • 9 2 a 4 • 11 3 6 . 8 9 3 4 • 1 o o • 4 o .· 12 • o 1 6 • o o · 2 .• o 1 · a. o o · 4 •. 6 o 
1957-sa 29.13 29.33 34.28 34.49 2.o4 18.39 9.oo 2.04 a.oo ·9.o2 
195a-s9 32.37. 32.84 33.66 38.85 2.22 2o.oo 9.oo... .2.22 a.oo 9.or 
1959-60 38.85 35.95 40.41 37.51 -o.a8 4.02 6.oo · o.67 3.oo s.2~ 
1960-61 29.33 27.00 33.00 31.00 0.63 12.50 6."00 2~08.. 3.~00 i.74 
1~61-62 34.67 35.67 40.33 41.67 2.24 2o.19 9.oo .2:24 3.oo tQ~~o 
• 9 6 2- 6 3 31. 61 21. o o 3 2. G? 3 3. so - 1 • 2 3 - 1 1. o G 9 ~ o o -1. 2 3 ,3. o o .-· 11·. 8 o 
.963-64 4o.oo 42.67 53.33 69.67 8.24 74.17 9.oo a.24 3~oo 23.88 
~st.4 c~ se.::- 4s.·oo.· .. 45 .. oo. 47.67 -1.24 -~1.18 9.oo -1 •. 24 3·.oo 15.31 
~ 9 b 5 - 6 6 53 o 0 0 5 3 • 0 0 5 3 • 0 0 54 ;, 0 0 0 • 2 1 · 1. 8 9 9 • 0 0 0 • 2 1 . 3 

0 
0 0 r. . 1 ; 56 • 

1966-67 64.98 66.67 66,$7 66.67. o.29 .2.60· a.oo 0.87 3.oo 2 •. 11 
1967-68 6&~67 66.67 66.67 66~67 o.oo o.oo 3~~o o.oo 3.oo o~oo 
1968-69 -~6.67 64.89 61,34 56.oo ·-1.18 ~2.66 3.oo ~o.89 3.oo . 6~8~ 
1969-70 56.oo 56.oo 5~.oo 56~·3a o.o1 o.6o 9.~o o.o1· 3~oo 0.49 
197Q-71 57.oo .57.oo 57.oo 57.·oo· o.oo. o.oo .3.oo o~oo 3.oo · • o.oo 
1971-72 58.00 58.oo 5·e.oo 58.oo o.oo. o.oo 3.oo o.oo 3.oo o.oo.-
1972-7~ 5B.oo 58.~0 5a.oo 62.00. 0.11 6;9o ·9.oo 0.77. 3.oo · ~5.62 
1 9 1 3 -7 4 1 o • o o 7 o • o o . 1 o • o o. 1 o • o o ·. o • o o o • o o 3 • ·o o o. o o 3 • o o o • o o. 
1 9 1 4 -15 : : ~ . 3 3 1 1 1. 6 1 · 1 1 8 • 3 3. t 3 5 • 6 1 o .- 1 9 . a 3 • 7. s 6 • o o s • 6 3 ,~ 3 • 1 s 2 o • 6 o 
1 g 7 5-7 6 1 1 8 • 3 3 1 1 7 • 3 3 . 1 3 '6 • 6 7 1 1 2 ~ 3 3 . - 0 • 5 6 1 5 • 4 9 6 • 0 0 . 2 ~· 58 3 ~ 7 s ~ 1 0 • 6 9. 
1976-77 105.00 101.67. 110.67 101.6? .-0.35 5.40 .,.00 0.90. /3i75 7~02· 
1977-7& 96.67 9·&.33·· 105.oo 9&.33 .0.19· 8.62 6 •. oo .1.44 3~75 .... 4·.79· 
1 9 1 e -7 9 1 o 4 • o o 1 o 1 • 6 1 . t' 11 • 61 ·. 1 1 5 • o o 1 • 1 8 : 1 o • 5 e 9 • o o L 1 e i . ·7 s · 6 ~ · 6 2 .. 
1979-eo 11~.33 118.33 136.67 125.do o.63 15.49 6~oo 2.58 · 3~75 ·7~23 
_gao-at 140.33 t7o.oo ·175.oo 155.oo 1.16 24.70 6~oo· 4.12 3~75 \ 1~~~6 
1 9 a :1. - e 2 1 4. e •. 3 3 1 4 6 • 6 7 1 5 6 • 6.1 · 1 3 8 • 3 3 · '" . :- o • 7 5 5 • 6 2 6 • o o o ~ 9 4 ·. . 3 • 7 5 7 •· 1 2 
19e2-e3 133.33 138.33 '14&.33 136.33 o .• 25: i1.25 6-.oo L88'. ·.3.;.75 5~·ao; 
1 9 8 3-:-8 4 1 4 8 • 3 3 1 4 6 • 61 1 58 • 3 3 1 • a • 3 3 . - o • 3 1 6 · .... 1 4 · 6 • o o . · · 1 • 1 2 3 • 1 5 5 • 61 
1984-85 13o~oo . 131.67 136.67 131.67 .. o.14 5 •. 13 6.oo ·o.es a.7s ;!.44 
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Table II~:_l:>: WHOLESALE PRICE ANALYSIS CROP JOWAR STATE. MADHYA PRADESH ~· 
:...~: ~ ·.;; . 

''·· 
-------------------------------~---~-------------------~------~-----~-~-~-·~--~-----~~--~-~--~~~·-YEAR QTRl QTR2 QTRS QTR-4 .. X CHANGE MAX PRICE NO. OF .X ·PER NORMAL· ' COEF,F' OF,· 

. . . . PER H"TH· DIFF x: MNTHS HO"TH C. COST. VARJATIOH 
-------------~----~--------~-------------------~--~----~------------------~~-----·----~-~~~---~-~-~ 1956-57.· 35~28 3<4.71 33.60 30.92 ...;1.37 -1~59 6. 00. ·-D~27: 3·~ 00 '7.00 

1957-58 25.23 26.57 32.28 32.15 3.09 27,.96 6.00 <4.66 a.oo 12 •. 73 
1958-59 35.95 33.66' ~5.68 37.06 o.as 3. 11 g.oo '.o~ as a.oo. 

. ' 
6 ~ 7.9 

1959-60 3<4:14 3<4.29 39.27 36.95 0.91 15.01 6.00 2~50 a ~·oo. .· 6'~ 83 
1.960-61 31.62 31.37 34. 11 31.00 .... Q.22 7.86 . 6 .·00 1~a1 a~oo· 

.. · ..... 75 
~ 961-62 ·a6·. 17 a7.50 . 39. 78 a$. 50 0.72 10.00 6.00 1.67 a. 00· <4.57. 
1962-63 aD.17 28.05 31.08 31.33 0.43 a.87 9.00 0.43 3.oo 6.0a 
1963-64 36~67 a4.00 43.00 4a.oo 1. 92 17 ~ 2.7 6.00 .. 2. 8f3 a.oo. 11.69 
1964-65 40.17 40.33 '40~83 40.50 0.09 1.66 .6.00 .. 0.28 3.00 . 1. 98. 
1965-66 4a.8a 45.50 45.50 45. 50 .· 0.42 3.80 . a. 00 1.27 3.00 a.: 01 
1966-67 45 .• 00 47 .• 00 96.67 75.00 . 7' 41 1.14.81 6,.00 19. 14 '.3. oo 34 •. 51~ 
196 7-6.8 ·58~33 55.00 62~67 60.00 o.a2 7.4a 6.00 . 1.24 a.oo 7.26 
1968-69 55.67 .68.67 76.33 72.67 3.39 37.1'3 6.00 6. 19 . 3.00 13 •. 12 
1969-70 1.1. oo· ·72.33 70.67 59.00 -.1.88 1.88 3.00 0.63 a.oo '9.05 
1970-71 68.67 7.0.00' 80.07 '81. 37 2.06 1$.50 9;.00 2.06 3.oo 11.50. 
1971-72 79,;,00 82.23 92. 17 84.00 0.70 16~67 6.00 2.78 a. oo. 12 ~ 79 . 
1972-73 69.83 75.23 89.00 128. 6.7 9.36 84 .• 25 9.00 9.36 a.oo 27.68· 
1973-74 133.50 141.50 178.50 1'77 .• 50 ·a.66 33.71 6.00 5~62 a.oo 1 ... 99 
19.7<4-75 14a.3a 144.90 1<42.67 149.00 o. 4.<4 3.95 9~00 o. <44· a. 7fr •~ ~o~ 
1975-76 133.67 110.00 127_.83. 121..63 -1.00 -4.36 6.00 :-0. 73· 3.75 10. 8<4 . 
1976-77 85.97 83.83 106. 6·7 1'13.33 3.54 a1.83 9.00 3.5<4 - 3;, 7.5 -13.92 . 
1977-78 93.90 89.80 106.67 92.17 -o. 2.1 13.60 6.00 •2. 27 .3~75 9 •. 66 ... 
1978-79 90.23 95.67 116.97 118 .·57 3. <49. a1~40 9.00 ·a. 49. a.75 13.25 
1979-80 108.33 109.63 135.67 11.9.67 ' 1. 16 ' 25.23 6.00 •• 21 3.75 10. 93·: 
1980-81 128.13 154.23 167.50 149.33 1.8<4 30.72 6.00 5. 12 3.75 '12.64 
1981-~~ 1~4.ui 118.73 137.00 128.33 o. 38 ·· 10.42 6.00 1.74 ···a. 75 · 7.<46 
1982-83 128 .·33 .129.23 . 142.30 126.83 -0.13 tO •. 88 6.00 1. 8 1 . a.75 5.89· 
1983-84 132.90 140.30· 141.00 139.00 0. s 1. ·6~09 6 .• 00 1.02 3.75 ~. 29' 
1984-85 135.,40 140·.33 150.63 152.07 1. 37 12~31 · 9. OQ 1. S7 · . a. 75· ...... 92 

. ~ . 
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Table III-:·c: . WHOLESALE PRICE ANALYSIS CROP JOWAR STATE KARNATAKA <GULBAR.GA> 
-----------------~--~-----------------------------------------.-------------~----------------------

VEAR QTR1 QTR2 Q1:R3 Q.TR4 i! CHANGE MAX PRICE NO. OF i! PER NORMAL COEFF OF 
PER. MNTH DIFF i! MNTHS MONTH c. COST-.· VARIATION 

·-------------~-------------------------------------------------------------~------------------~--·-1956-57 48 •. 62 41.99 42.99 44.36 -0.97 -8.76 9.00 -0.97 3.00 e. 9.8 
1957-59 35.05 27.46 32.60 33 .. 27 -0.57 -5. 10 9.00 -0.57 3 ·- 00 11.70 
1958-59 32. 15 34.39 37.06 42.42 3.55 31.94 9.00 3.55 3.00 10~82 
1959-60 41.97 38.85 .41.17 43.54 0.41 . 3. 72 9.00 ' 0.41 3.00 .5.23 
1960-61 40.50 35.72 35.71 37.01 -0.96 -8.62 9.00 -0.96 3.00 6.92 
1961-62 39.00 40.83 46.23 53.00 3.99 ~5.90 9.00 3.99 3.00 12.45 
1962-63 50.50 43.00 41.83 41.33 -2.02 -14.85 3.00 .;..4.95 3.00 12 •. 27 
1963-6.;;. A • .... 50.47 64. 17 79.00 8.39 75.54 9.00 8.39 3.00 22.64 -r .... .,. ..... 

1964-65 80.67 61. 17 75.67 80.67 0.00 . 0. 00 9.00 o.oo 3.00 14.39 
1965--66 78.33 72.67 73.67 68.00 -1.47 -5.96 6. 00· -0.99 3.00 7.63 
1966-67 62.67 64.33 71.33 84.67 3.90 35. 11 9.00 3.90 3.00 12.72 

'1967-68 80.67 72.00 80.00 85.33 0.64 5.79 9.00 0.64 3.00 10.35 
1968-69 75.33 76.67 74.67 70.67 -0.69 1. 77 3.00 0.59 3.'00 4.47 
1969-70 72.33 74.67 79.67 87.00 2.25 20.28 9.00 2.25 3.00 7.87 
1970-71 95.00 86.33 95.33 98.00 0.35 3. 16 9.00 0.35 3.00 8.31 
197·1-72 99.67 88.00 103.00 122.00 2.49 22.41 9.00 2~4~ 3.00 12.74 
1972-73 121.00 150.67 174.33 176.67 5. 11 46.01. 9.00 5. 11 3.00 15.52 
1':173-74 1 ,: ... 00 139.33 157.67 186.00 1.05 9.41 9.00 1.05 3.00 12.51 
~·374-75 . 183.33 147.33 147.33 13 6.-6 7 ..-2.93 ,_-.: 19. 6 4 3.00 -6.55 3.75 12.59 
1':175-76 139.33 139.00 156.00 161.67· 1.78 16.03 9.00 1~78 3 •. 75 9.50 
l':J76-77 125.00 113.00 121.33 123.67 -o. 12 -1. 07 . 9.00 -o. 12 3.75 6.86 
:S77-78 118.00 103.00 99.00 105.67 -1. 16 -10.4$ 9.00 -1. 16 3.75 8.52 
" _; 7 8-79 109;67 104.67 1-22. 67 134.67 2.53 22.80 9.00 2.53 3.75 11. 16 
.979-80 135.0'0 118.67 128.33 145.00 0.82 7.41 9.00 0. 82' 3.75 9. s5· 
1980-81 148.33 175.00 189.00 201.67 4.00 35.96 9.00 4.00 3.75 11.68 
1981-82 216.00 176.67 172.00 178.33 -1.94 -17.44 9.00 -1.94 3.75 1-2. 15 
1982-83 173.33 171.67 176.67 203.33 1.'92 17.31 .· 9. 00 1~92 3.75 7. 6·5 
1983-84 215.67 209.33 216.17 220.50 0.25 2.24 9.00 0~25 3.75 4.81 
1984-85 221.17 198.33 186.67 190.00 -1.57 -10.32 3.00 -3.44 3.75 ?.96 
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trend as revealed by the last three years conti1ues it is 

rather encouraging indeed. 

It may be noted that in this analysis I the years 

from 1965-66 to 1973-74 are not very reliable statistically, 

because the price data as per the original source, relates 

to procurement or issue prices since wholesale prices were 

not recorded or not available during these years. 

However, our comparisons of the pre-intervention 

period (i.e. prior to 1955-66) if done with the post-inter

vention period (i.e. from 1974 onwards in this case, when 

prices relate to wholesale prices) do show that the price 

differences per month had fallen to very low levels and 

never exceeded the normal carrying costs after the mid

seventies clearly bearing testimonial to the success of 

government policy. 

The other b11o states taken for jowar, are Madhya 

Pradesh (Ujj ain) and Karnataka (Gulbarga) their results 

being tabulated in Tables III-b and IU-c respectively. 

In Madhya Pradesh, till about 1973-74 one can find 

several years now and then, which record price differences 

higher than the limits justif_ied by normal carrying costs. 

However, after the mid-seventies the percentage change in 

prices per month not only registered a fall, but also 

never exceeded the permissible limits as set out by the 

carrying costs. Thus even in a state like Madhya Pradesh 
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.which is .generally poorer in t•!rms of marketing infrastruc

tures, compared with many othe.c states, the government 

succeeded in arresting excessive price fluctuations from 
·, 

the peak to lean quarters· and hc1lding them within permissible 

li..q.t.s. Occasionally, it may be seen that the highest 

quarterly price does not occur during the lean quarter 

<o4 > but in o2 or o3 in which casn, the corresponding per

centage change per month tabulated in column 9 differs from 

its counterpart in column 6 - at times quite significantly 

so, for instance, during the year 1966-67. our first 

··. hypothesi~ stands confirmed in the :case·'of :M~hya Pradesh~ 

Graph 111-b reveals that the late sixties and early seven

ties uptil the mid-seventies, was the worst period in terms 

of sharp fluctuations in c.v. from the 19th year onwards 

(i.e. 19'74-75 onwards) the c. v. records a neat, smooth 

and compact trend. We hope the additional confirmation 

based on the second degree polynomial·we fitted, will 

strengthen our second hypothesis as well. 

An examination of the third state (Karnataka) reveals 

that the maximum number of years when the open market 

prices of jowar increased well beyond the carrying costs, 

occurred before 1966-67. Thereafter the number of such 

years became less frequent and after 1974-75 thene was 

practically no such year. we may say with considerable 

confidence 1 that 1 by and 1 arge 1 the government po 1 icy Was 
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·a success for· jowar in this state also. 

As regards the time trend of the c.v., graph III-c 

reveals that the c.v. was generally at a·high absolute 

level for several blocks of years, interspersed by some 

.years when the variability level fell in relative terms. 

Visu~liy the trend is not very eye-catching in the context 

of our hypothesis but we will examine the results based on 

the second degree polynomial fitted to the three cases 

for jowar as a final adjunct to our analysis as follows. 

------------------------------------------· Mahara
shtra 

-----------------------------· 
b Coefficient 

c Coefficient 

(R. P. Rever si bil it y 
Point ( = b ) 

2c 

PO!!itive 

Negative 

13.50 

Madhya 
Pradesh 

Karnataka 

------------------------
+1. 271796 

-0.04:10 2 

15.49 

..o. 334 348 

-0.01368 

12.21 

-------------------------------------------------------
The results in table III-A certainly add more strength 

to our second hypothesis, as we can see that in the case of 

jowar as well, the c. v. registers a positive trend (b=posi

tive in all three cases) prior to intervention arrl then 

declines (c = negative in all cases). Moreover the year of 

reversibility varies from the 12th to the 15th or so (i.e.-

1967-68 to 1970-71) which is logical enough in our context. 



173 

The next crop considered in thjs section, is bajra. 

The three states representing the highest proportion of 

the All India production of bajra taken here are Rajasthan 

(centre:J9dhpur), Guj arat '(centre: Rajkot) and Maharashtra 

(centre~ Ahmednagar). The results have been tabulated in 

tables IV-a, IV-b and IV-c respectively •:tnd the correspon-

ding graphs plotting c.v. against time a1:-e also appended 

for visual clarity. The harvest-peak marketing quarter 
. <o1) in all the three states, turns out to be from October 

to December. 

If we study the trend pertaining to percentage 

changes in prices per month, we firrl that in the case of 

bajra - Rajasthan, during the initial few years of our 

analysis, the magnitudes of price differences were low, 

.. implying that the inean price level from the peak querter 

to the lean quarter did not· undergo any drastic change. 

Similarly the intra-year variability as recorded nUmerically 

by the c. v. was not of a very high order. However., with 

the onset of the decade starting 1963-64, the price 

differences started increasing in magnit u:ie as well as 

crossing the limits set by normal carrying costs. Also, 

c.v. registered high magnitudes. This is visually clear 

from graph IV-a if one st\rlies the graph carefully. After 

the highest peak attained during the 18th year viz. 1973-74, 

(which was a bad agricultural year, as is well known) 
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Table IV-a: WHOLESALE PRICE ANALYSIS CROP BAJRA STATE RAJASTHAN 
---------------------------------------------------------------------------------------------------YEAR IJTR1 CITR2 CIH!3 CITR4 r. CHANGE MAX PRICE NO. OF r. PER NORMAL COEFF OF 

PER MNTH DIFF r. MNTHS MONTH c. COST VARIATION 
---------------------------------------------------------------------------------------------------· -- --rs·Sb=sr--- --- -43-.-~r-----.r2·.-a7-- ---4-~L65- -----45-. s-5-- ----o-.:-s-,----5-.- nr -----s-:-·aa _____ a-:-·s··r----~-o 4. 55 ____ 

1957-58 40. 19 34.66 36.62 41.97 0.49 4. 44. 9.00 0.49 3.00 8.48 
1958-59 42.87 44.65 39.74 38.07 -1.24 4. 1 7 3.00 1.39 3.00 6.63 
1959-60 35.63 39. 15· 40. 11 40.36 1. 4 7 13.26 9.00 1.47 3.00 5.39 
1960-61 40.24 39.98 41.01 42.84 0.72 .6.46 9.00 0.72 3.00 5.04 
1961-62 35.76 34.28 33.74 36.04 0~09 0.77 9.00 0.09 3.00 4.24 
1962-63 31.73 31.54 34.33 36.50 1.67 15.06 9.00 1. 67 3.00 6.43 
1963-64 37.95 43.66 53.87 50.81 3.77 41.97 6.00 7.00 3.00 17.37 
1964-65 48.33 48.00 48.58 62. 17 3. 18 28.62 9.00 3. 18 3.00 13.58 
1965-66 65.67 6 3. 17 65.67 72.00 1.07 9.64 9.00 1. 0 7 3.00 7. 15 
1966-67 67.50 72.33 77.50 76.83 1. 54 14. 81 6.00 2.47 3.00 7.58 
1967-68 73.67 63.75 57.92 77. 1 7 0.53 4.75 9.00 0.53 3.-00 16.24 
1968-69 88.45 78.25 91.75 103.00 1. 83 16.45 9.00 1 . 8 3 3.00 10.70 
1969-70 80.50 83.67 88.67 78.50 -0.28 10. 14 6.00 1.69 3.00 8.92 
1970-71 58.50 4 6. 17 42.67 47.00 •2. 18 -19.66 9.00 -2. 18 3.00 14.08 
1971-72 55.00 62.33 73.67 85.67 6.20 55.76 9.00 6.20 3.00 17.88 
1972-73 96.67 113.33 131.67 125.00 3.26 36.21 6.00 6.03 3.00 .14.36 
1973-74 90.00 103.33 105.00 151.67 7. 61 68.52 9.00 7. 61 3.00 24.24 
1974-75 191. 67 202.00 206.67 139.33 -3.03 7.83 6.00 1. 3 0 3.75 15.69 
1975-76 98.33 77.67 79.67 79.67 -2. 11 -18.98 9.00 -2. 1 1 3.75 1;2.26 
1976-77 78.00 95.00 96.67 92.33 2.04 23.93 6.00 3.99 3.75 9.34 
1977-78 110.00 106.67 106.67 99.33 -1.08 -3.03 6.00 -0.51 3.75 7.57 
1978-79 92.33 96.67 91.67 108.33 1.93 17.33 9.00 1.93 3.75 10. 2 8 
1979-80 123.33 133.33 140.00 143.33 1.80 16.22 9.00 1.80 3.75 6.93 
1980-81 131.67 140.00 160.00 185.67 4.56 41. 01 9.00 4.56 3.75 13. 8 7 
1981-82 150.00 150.00 158.33 158.33 0.62 5.56 9.00 0.62 3.75 3.20 
1982-83 148.33 146.67 175.00 148.33 0.00 17. 98 6.00 3.00 3.75 10. 35 
1983-84 136.00 133.33 123.33 136.67 0.05 0.49 9.00 0.05 3.75 5.67 
1984-85 130.00 131.67 145.00 176.67 3.99 35.90 9.00 3.99 3.75 1.8. 13 
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Table IV-b: W~OLESALE PR I f;:E ANAL VS IS CROP BAJRA STATE GUJ:RAT < RAJICQT )' 

--------------------------------------------~----------~--------------------------·-~----·--~----· fEAR QTR 1 · QTR2 , : QTR3 QTRo4 ::t.. CHANGE MAX PRICE NO. OF :c· PER HORMA'c.: .. COEFF ·:oF . 
.. . PER MNTH 0 IFf X.·. MNTHS MONTH C. CO$T ·v"R IAT.ION · 

---7--------~~------~------------~------------~-----------~-------~--~--~---~-----~---~--~---7~--
~56-57 51.58 53.58 56.o49 55.82 0.91 ·9.52 6.00 1.-59 3.00 . : ..... 92, 
357-58 49.12 4o4.5a .• 5.19 49.21. o~o2· 0.19· 9.oo o.o2 3.oo .·_s.21 .'· 
358-59 .4.31 45.42 45.87. 48.02 0.93. 8.36 9a00 0.93 3.00 3.9? 
~59- 6 0 4 7. 1'2 4 5. 15· .. 6. 15. • 7. 9 8 0. 2 0 1 • 8·2 9. 0 0 . . 0. 20 3. 0 Q - . 5 ·• 0 3 .. · 
J6D-61 so.92. o47.51 S1.3o4 54.12 o~7o 6.28 9.oo o~7o 3~·oo · S.6a 
361-62· 51.27 50.17. 4e.72 51.87 o.13 1.16 9 •• oo o.t3 3.oo s.7e· 
362-63 , s•. 77 - 46.58 •a. c.s 5o. 92 -.o. t8 -7.03- 9. oo . -o. 78 . . s.·oo · · e. 87 
363-64 47.95 49.58 56.67 61.50 3~14 28.26 9.00 3.1 •. -3~0~ 1.1.33 
364-S: !.~ .• f~ ?1.83- 76.25 79.00 2.09 \8.80 9.00 2~0c;J 3.00 ·7.82/ 
3 6 5-6 6 8 0 • 55 7 4 • 6 7 8 1 • 1 7 8 2 • 3 3 0 • 2 5 2 :2 1 9 • 0 0 .. 0 • 2 5 3 ~ 0 0 ,. 3 ~ 8 4 
~ G 6-61 9 1 • 9 2 9 5. o o 1 o 2 • o o 11 2 • 9 2 . 2 ~ 5 • ·. 2 2 • e 5 9 ."o o. 2 • 5 • 3 ~- o o . 1.0 • t t. 
~67-68 98.4~ 85.oe 82.17. e3.92 -1.6•. -13.55 3.oo -4.52 3.oo 8.55 
~ 6 8 - 6 9 8 •• 7 0 a. 4 • 0 3 9 5 • 4 2 10 5 • 9 2 2 • 7 8 ' 2 5 • 0 5 9 • 0 0 . 2 • 7 8 3 • 0 0 1 .. ~ 2 0 
369-70 82.84 e5.25 88.42 78.32 -o.6t 6.73 6.oo. · ·1;.12 a.-oo 5.63 
H0-71 7o.o8 59.77 55.42 63.oo -1.12 -10.11 9.oo -1.12 3.oo· ·12 •. 01 
3 7 1 - 7 2 7 s • 2 5 8 1 • 3 0 8 7 • 2 0 1 0 7 • 0 8 4 • 7 0 - 4 2 • 3 0 9 • 0 0 •• ·.7 0 3 • 0 0 1 ~ • 8 1 
372-73 129.17 149.42 163.75 120.03 -0.79 '26.77 6.00 .·4.46· 3~00 1.3.49. 
373-74 135.37 16o.2o 162.74 192.84 •• 72 42.46 9.oo 4.72 ·3.oo 15.$3 
374-75 1":'"' 22 129.32 144.13 142.50 -2.23· -19.13 6.00 -3.19' 3.75 15.95 
ns-76 101.33 85.50 90.62 107.82 o.7f 6.40 9.oo · 0~11 ·3.75 13.09 
376-77 106.92 111.03 111.8~ 111.55 o.-48·. 4.6o 6.oo o~77 3~75 5.11 
J77-78 146.83 145.00 136.42 112.50 -2.60 -1.25 3.00 ~O.o42 3.75 12.27 
j78-79 106.50 107.67 110~00 115.42 0.93 8.37 9.00 ·Q.93 ~.75 4.&3 
i?9-8o 131~08 146.87 '145.oo 137.25 o.52 12.0• 3.oo •.o1 3·.·75 8~62· 
'80-81 144.67 159.42 172.25 178.·25 2.5.8 23.21 9.00 . 2.58 3:.75 8.61. \ 
l81-82 159.67 164.83 169.58 153.50 -0.43 6.21 6.oo 1;04 ·. 3.75 ·5.~3 · 
:lB2-83 149 •. oo 156.75 177.o8·. 148.58 -o.o3 18._85 6.oo 9.1• ·.3.75 9.-5 •. 
)83-84 161.92 177.50 156.67 137~17 -1.10 9.62 ·3.oo 3.21. 3.75 11~66· 
~84-85 146.67 151.25 148.53 212.92 5.02 45.17 9.00 5.02 3.75 ;1~-.17 

'--. ,. 
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Tabl~ IV-.c: WHOLESALE PRICE ANALYSIS GROP BAJ~A STAtE· MAHAR~SHTRA CAHMEDNAGAR~ 
~- ----.----------- -·-· -.--- "':"""' - .... -· _...--:"' _., - - -· ~ ...... - -~ -·-- - _.,- ~ ... ·- - -:- .. - ------ - !"""---- -·----- -- ..:.; _.· _ .. -:- ..;..:-----.:.... -·--.--- ~--- ---- -~- ..,..·- -. "':"'" -·-

'r E fiR 

1'956-57 
JCJ57-58 
l':lSr:.t--5~ 
1')5'3-60 
]') 6 0- b 1 
l'CIG1-G2 
j ·~ t• 2 -· E. 3 ' 
J•J63--64 
l~l64·-65 
.\':J65···6f) 
i 'I(,(,··· f, (" 
J ., '>' ;_..- E. Ei 
) :b(:l-·b';J 

I 'c:9 .. / u 
1'</U·i'l 
0 'cl / J · 7 2 
l '.1? ~~- 7 3 
1~173·-74 

l~l74·-75 

1975-?6 
1976-77 
]':)77-78 
19 78.-7 9 
D79-l:10 
198.0-81, 
1981-82 
1 'HP·-83 
I' I:)·; .. U 4 

QTRl QTR2 QTR3 , Q T R 4 ;.~ CHANGE ~1 A. X P R I C E N 0 . 0 F % ·PER 
PER MNTH QIFF.% .MNTHS MO~TH 

NORMAL COEFF OF 
C ~ C 0 S T V A'~ I ~ T I d N 

-----------~-----------------~-~----~---~-~-----------~----~-~-~~~----~~.--~--~---------
.. <5.67 4 9. 12 

3·9·. 74. 
4 0 .• 3 '3 
4 1. 53 
47.69 
4.4. 7 7 
45. 67 
42. 17 
74.00 
98.33 
73.33 
84.67 
72.00 
7·2. 00 
72.33 
72.67 

114.67 
123.33 
168.33 
123.33 
11.7~ 00 
1 12·. -6 7 
109~67 
120.00 
12.8: 00 
16 6 · .. 6 7 
163.33 
165.00 
1.75.00 

4 7. 3 3. 
35 .·72 
41.35 
40.58 
44.7? 
4'7J 99 
39.32 
46.33 
76.33 

1 0 o .. 0 0 
.67.67 
'89. 33 
73.6? 
?9.67 
6?.b7 
78.00 

135.00 
135.00 
200.00 
106.33 
104.33 
116.00 
102.67 
1 2 6 .• 0 0. 
158.33 
1 8 4·. o a· 
166.67 
'178.33 
155.00 

48.2::1 
3"?.29 
44.53 
43.98 
46.26 
41.36 
40.50 
56.67 
9 ;::~. 3 3 

1o;<oo 
81.67 
95.00 
90.00 
90.33 
67.00 
89.00 

194.00 
141.00 
201.6-/ 
111.33 
.115.00 
117.67 
103.33 
143.67 
18 6. 6 7' .· 
168.33. 

'18ti .. 33 .• 
1?1.67 
15t •. 67 

48.23 
4.0.34 
44.09 
47.47 
45.06 
4 e·. 3 ~J 
38.5:3 
75.~L~J 

109. L~t 
B9~oo 
7 ~::~ .. 6? 
94.00 
94.33 
87~33 .... ... '::). ... ) 
( b ......... ~~·· 

104.00 
161. 6('' 
163.3:.~ 
170.00 
120~00 
125.00 
·tte.:::n 
121.6? 
133.00 
201. 6? 
176.67 
19D.OO 
175.00• 
168~33 

-·0.20. 
o .. -1 7 
1 • 0 2. 
1.59 

-0.61 
0.88 

- 1 . 74 
8.?4 
5.~8 

- L 05~ 
0.96 
1 . 2 2 
3.45 
2.3? 
0. 6 1 
4. 79. 
4.55 
3.60 
0 . 1 1 

-0.30 
o~76 
0.56 
1.22' 
1.20 
6, :-39· 
0.67 
1. ei 
0 ~ 6 7. 

-0.42 

-1.82 
1 . 51 

10.24. 
1 4 ~ 3 0 
-3.01 

7.95 
-11.31 

?8. 66 
4?.48 

8. 8 1 
11 . 3 6 
12.20" 
31.02 
:::~5. 4'6 

5. 5::-:1 
43~1;~ 

69. 19 
32.43 
1 9. 8 0 
-·2.70 

6.84 
5.03 

1 0. 9 4 
1 9. 7 2 
57.55 
10.40 
16. ·33 
8.08 

-3. '81 

6. oo· 
g'. 00 
6.00 
9.00 
6.00 
9. 00. 
6.00 
9.00 
9.00 

·6 ... 00 
6.00 
6.00 
9.00 
6.00 
9.00 
9.00 
6 .-oo· 
9.0o" 
6.00 
'9. 00 
9.00 
9.00 
9~00 
6.00 
9.00 
3.00 
9. oo· 

. 3. 00 
3.00 

70.30 
q. 17 
1 • '7 1 

·. 1 . 59 
-0.50· 

0.88 
:... 1 '8 9 
.·8 .• 74 
. 5·. 28 
1.47 
1.89 
2. 0 3' 
3·. 45 
4. 2"4 
0. 6 1 
4.7~ 

·11.53 
3.60' 
.3. 30 

-0.30 
0~76 
0.56 
1.22 
3.29 
6.39 

. 3. 47 
:r • 8 1 

"-.2.69. 
...:.1·. 27 

. 3 .. 00 
3. oo· 
3.00 
3.00 
3~00 
3.00 
3·. 00 
3.00 
3.00 

· 3'. oo· · 
· · · 3 .. ·oo· 

3 ~ 00 .. 
3.00 
3.00 
3.00 
3 ·. 00 
3 .. 00. 
~L 00: 
3.7!:! 
3.75 
3. 7'5 

. 3. 75 
3.?5 
3.75 
3.75' 
3.75 

- 3. 7 5 
·. 3.:7 5 
3.75 

. 7. 68 
' 5. 26 '. 
6.42 
3.:08 
Q.54 
8.60 

.2'5. 91'· 
'17.71: 

· · a~ .92. 
8.51 
s·~ 1s 
~3.69 

... 9. 7 1 
~6. 9 8· 

-14. 34· 
21.93 
1 1 . 4 2 
10.92 

7.27 
8. rs · 
4. ·48 
:-,.58 

1 0. 4 1. 
'I 1'7 o 2 8 

'.4. 88 
8.19 
:3. 24 
.!:;i. 86 
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the c. v. tckes a downhill path for the rest of tht: per.~od. 

Though the peaks and troughs are not eliminated, yet the 

intensity of up- and downswings gets mellowed down. In 

fact the result gi.··.r€;:, .latex· .:!.n Table IV-A shows that the 

dirEction of c.v. wa~ f1Yst increasing arrl thereafter dec

reas:..ng and the r£veYs.Lbility point comes out to be 17. 33. 

It i.s 0bvious ·that the influence of a few bad years nullified 

perhaps, prior attt:'t11pi:s of the Government at reducing price 

v al~ i a b i1 'it y. 

In Gujara.t as well as Mahar~shtra, the price diffe

rences per month although lesser in magnitu:Je, were not 

completely wipecl out: e..ven during the E-L.'3hties. as they were, 

for other crops. While in Rajasth~n, both 1980-81 and 

1984-85 recorded price incree;sgs bE:yond the normal carrying 

costs,. the corresponding year for Gujarat was 1984-85 

(in 1980-81 price difference being high but _within permis-_ 

sible limits) an1 for Mahar ashtr a it was 1980-81. where 

price differences exceeded carrv·ing costs these years also 

recorded a much higher relative v ari .ability. A reference 

to the §tatistics for bajra" reveals that- dt:r-ing the. year 

1979-BQ :there-.~as a considerable dip .in production; after 

which production picked up1 started improving and in fact 

was at a reasonably high level during 1983-84. This may -

partially eXplain the sharp rise in prices and thereby the 

consi::ier able price differences over and above the normal 



178 

carrying costs during the year 1980-81 which followed the 

low production lev~ls of 1979-80. While in Rajasthan, 

however, the pro:luction of bajra fell steeply from 1147.3 

thousa"ld tonnes durir;·· 197&-79 to 380.7 thousand tonnes 

during 1979-80: in Gujarat the fall was not of such a 

sub:::'t :-· :: ol magnitude. Moreovc.:, during the eightie~: 

there was no drastic production decline in the case of 

baj r a w~ich could canst ibxl~ any s0:~ ficient explanation 

for the price rise of the year 1984-25, in Rajasthan and 

Guj arat. 

Overall, in Gujarat t~re .;..::-e not very many years 

when price differences exceEr· -the. c?.r-rying costs. Of 

concern to us is that such years though few, do occur as 

late as the eighties as well. c. v. levels are generally 

of a high order and visually the graph IV-b is also not 

very pleasing at first glance. 

In Maharashtra, however, the mor~::hly price differences 

of bajra, are often way above the normal c;:1rrying costs 

in a number of years prior to 1974-75 and thereafter the 

absolute price differences fall substantially in magnitude 

and are never beyond the carrying costs range except during 

1980-81 wpen the price difference was of the order of 6.39 

per cent.month as against the normal carrying costs of 

3. 75 per cent per month. Also, except for this odd year 
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out, the C v. had started falling considerably and req_ording 

lesser change on year to l;.:;ar oasis. Intra-year variability 

did appear to be on the d;ecl ine. 

Finally, as an impr..,:::-tcnt postscript to the analysis, 

we must add the results c+ '· .ting the parabolic time-trend 

for c. v. 

---------------...... ------· ---------
-----------------
b coefficient 

c coefficient 

Reversibility 

Point <=: ~c) 

Raj, sthan Guj arat Maharas,htra 

------------------------------------
+1.177595 0 .. ,63058 +1.058605 

-0.0?? 0 7 -0.01740 -0.03576 . 

17 .. 33 21.92 14.79 

--------·--------------------------------------------------
Table IV-A shows, that for bajr a, although the 

direction of c. v. is indeed from initially increarcing 

(posit_ive) to decreasing (negative) over time, in neither 

of the three states does the reversal o~cur before the 

15th year i.e. 1970-71. While in Rajasthan the reversi

bility point is the 17th year; in Mahar asr::tr a the 15th 

year in Gujatat it is a bit too late - the 22nd year i.e. 

1977-7 8. Thus the bajra story reveals a mixed picture. 

It cannot be deemed as a complete and clear-cut success 

nor a complete failure. Amongst the coarse grains taken 
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in this uection perhaps it poses some puzzles. In spite 

of these oddities, the fall in intra-year variability in 

wholesa~e prices does seem to to the reality in this case 

also. Compared to other coarse grains it occupies the 

loHer rung of the lad:J.er of overall success. 

MAIZE: 

The case of mai2'e differs considerably from that of 

bajra, especially in the case of the agriculturally progres

sive state of U.P. but not so much in Rajasthan and Ma1hya 

Pradesh. Refer tables V-a., V-b and V-c respectively. 

Till the mid-seventiet .in Uttar Pradesh (centre: 

Bahraich) there were seven years when the pcice differences 

were considerabl:~{ greater than the normal carrying costs. 

However beyond 197 3-74 there wasn't even a single year 

when t~e pr~ce difference crossed the permissible range. 

On the contrary in terms of magnl. tudes, the percentage 

differences became very small and maintained themselves 

at a low levels, for vJell over the last decade. Regarding 

the c. v., over the years, the year-to--·,"ear differences 

have indeed become considerably compressed over the period 

ranging from mid- seventies to the mid-eighties. The block 

of six years between 1963-64 to 1%8-69 continuously 

r~corded relatively high levels of c.v. which declined 

considerably, thereafter but again rose during 1972-73 

to 1973-74 after which it more or less consistently declined, 
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Table V-a: WHOLESALE PRICE ANALYSIS CROP MAIZE STATE UTTAR PRADESH 
---------------------------------------------------------------------------------------------------

YEAR ann CTR2 CTR3 CTR4 ~ CHANGE MAX PRICE NO. OF ~ PER 
PER HNTH 0 IFF ~ MN THS MONTH 

NORMAL COEFF OF 
C. COST VARIATION 

-----------------------------~---------------------------------------------------------------------
1956-57 

.,---19 57--;;;s-9· 
1958-59 
1959-60 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67· 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 

31.70 -·-n .IJ4 __ _ 

36.39 
30.70 
30.53 
31.26 
28. 14 
33.61 
36.50 
53.60 
67.00 
76.61 
50.03 
61.63 
54.03 
68.76 
69.33 
82.33 

114.00 
76.33 
85.00 

105.00 
100.33 
110.00 
130.00 
134.67 
155.00 
141.67 
133.33 

37.17 37.06 37.06 1.88. 17.24 6.oo 
a-cr-:-1-4-·-:-3s.:.r-z-----4"2 .·2o-·· ·---3:-!T8 · --z7 :To --- ····--'-g-:oo 
38.40 . 39.-74 36.17 -0.07 
29.13 31.70· 30.36 -0.12 
34.61 34.16 34.49 1.44 
33.62 32.22 29.95 -0.46 
29.03 32.83 30.37 0.88 
41.99 53.96 62.09 9.41 
58.51 64.77 74.59 11.60 
55.83 61.64 64.32 2.22 

107.01 118.37 112.24 7.50 
67.89 63~48 60.30 -2.37 
56.25 66.11 73.25 5.16 
69.66 72:34 62.98 0.24 
57.15 55.61 66.54 2.57 
80.05 80.33 85.00 2.62 
75.67 79.33 102.33 5.29 

133.33 145.00 159.33 10.39 
136.67 131.67 122.00 0.78 
87.00 81.67 75.33 -0.15 

107.67 97.67 104.00 2.48 
113.33 112.00 110.67 0.60 
107.33 96.67 104.00 0.41 
129.00 129.67 124.67 1.48 
146.00 140.00 143.33 1.14 
135.33 140.00 148.00 1.10 
213.33 186.67 176.67 1.55 
145.00 141.33 130.00 -0.92 
134.6Z 135.67 141.67 0.69 

9. 20 . 
3.29 

13.37 
7.55 

16.67 
84.71 

104.37 
20.00 
76.67 

-11. 38 
46.42 
17.38 
23. 16 
23.62 
47.60 
93.52 
19.88 
13.97 
26.67 

7.94 
6.98 

17.88 
12. 31 
9.90 

37.63 
2.35 
6.25 

6.oo 
6.oo 
3.oo 
3.oo 
6.oo 
9.oo 
9.oo 
9 ·00 
6 ·00 
3 ·00 
9.oo 
6 ·00 
9 ·00 
9 ·00 
9 ·00 
9 ·00 
3 ·00 
3 ·00 
3 -oo 
3-00 
3-ao 
3.QO 
3 .QO 
9.QO 
3 .() 0 
3 .() 0 
9oo 

2.87 3.00 9.12 3. o·r ----:3 .-00 ____ 16·. 45- --
1.53 3.00 6.62 
0.55 3.00 6.97 
4.46 3.00 6.34 
2.52 3 .. 00 6.44 
2.78 3.00 7.41 
9.41 3.00 25.57 

11.60 3.00 24.32 
2.22 3.00 11.48 

12.78 3.00 22.71 
-3.79 3.00 11.78 

5.16 3.00 15.69 
2.90 3.00 8.07 
2.57 3.00 9.92 
2.62 3.00 9.91 
5.29 3.00 16.69 

10.39 3.00 23.35 
6.63 3.75 9.41 
4.66 3.75 7.09 
8.89 3.75 10.00 
2.65 3.75 4.24 
2.33 3.75 4.71 
5.96. 3.75 8.11 
4.10 3.75 8.56 
1.10 3.75 6.68 

12.54 3.75 12.19 
0.78 3.75. 11.28 
0.69 3.75 3.71 
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Table V-b: WHOLESALE PRICE ANALYSIS .C~OP ·MAIZE STATE RAJASTHAN <JAIPUR> ' 
·--~----~--~--~-~~---~------------~------~------------~------~---~----------~----------- --------
YEAR CTR 1 "\ CTR2, CTR3 CT·R4 % CHANGE MAX PRICE 'NO. OF ;. PER NORMAL COEFF OF 

I 
COST VARIATION I PER MNTH OIFF i! MNTHS MONTH c. _. : , . 

·-----------------~---------------------------------------------~-----~---------------------------1956-57·!: :36. 17 :37.7:3 29.47 41.08 1. 51 13.58 ·6."00 2.26 a. ro 16.95 
1957-58-~· 31.48 29.02 . 31. 70 3"9;, 40 2.80 25. 16 9.00 2.80 :3. (j) 16.05 
1958-59 36. 17 33.49 35.72 35.83 -o. 1 o -0.94 9.00 -o. 1 o :3. IXl 5.51 
t'959-~0 31.44 .31.12 31.97 34.38 1~04 9.38 9.00 1. 04 a. ro 5.70 
1960-61 :33.54 34.50 :34.24 3 4. 6.7 0.37 3.:35 9. oo·. 0.37 :3. ro 3.20 
1961-62 :31.87 :33.,. 6 7 :31.00 :31.00 -0.':30 5.64 9~00 ·0.63 :3. ro 4.81 
1962-6:3·~· 27 .. 8:3. . 26.25 27.75 . 31.67 1. 53 13.77 9.00 1.53 :3. ro . 8.32 
196.4-69' 45 .. 17 4'4. 6 7 40.47 48.50 ·0.82 7.38 9 .. 00 0.82 3. 00 8.93 
19.65-66'· 5:3.70 57. 17 65.67 68.0El 2.96 26.63 9.00 2. ~-6 :3.00 10.50 
1966-67' 69 •. :3:3 74.67 87.00 80.00 1 •. 7 1 25.48 9 .-oo 2.8:3 :3.00 12.36 
1967-6'8'.· 58.67 70.70 79.0:3 80.:33 4. 1 0 36.93 . 3. 00 12.31 :3.00 12.79 
1970~71 1 · 53.00 55.00 57.00 61.67 1. 82. 16.35 9.00 1.82 3. 00 6.92 
1971-72 63.67 69. 3·:3 75.00 82.67 3.32 29.84 9.00 3.32 3. 00 10.09 
1972-73 82.00 112. 10 110.67 119.00 5. 01. 45. 12 6..00 7.52 :3.00 14.32 
1973-74 106.67·" .133.3:3 147.00 170.33. 6.63 59.69 9.00 6.63 3. 00 . 1 8. 1 1 
1974-"75 157.67 16:3.:33 159.00 135.00 -1.60 3.59 6.00 0.60 3. 75 8.rg 
1975-76 82.3:3. 76.67 79.67 82.67 0.04 0.40 9.00 0.04 3. 75 6. ~? 3 
1976-77 . .89.00 105.67 112.00 111.33 2.79 25.84 6.00 4. 31 3. 75 10.76 
1977-78 121.:33 121.00 120.33 123.00 0. 1 5 1. 3 7 3.00 0.46 3. 75 5.73 
1978-79 114.00 96.67 103.00 115.67 0. 1 6 1. 46 9". 00 0. 16 . 3. 75 8.27 
1979-80 121. 3 3· 120.00 135.00 136.67 1. 4 0 . 12.64 3.00 4.21 3. 75 . 7.30 
1980-81 119.00 131. 3:3 148.67 162 .• 67 4.08 36.69 9;.00 '4:08 3. 75 12. 8 7 
1981-82 157.00 160.67 166.33 162.67· 0.40 5.94 6.00 0.99 3 .7~ 4.65 
199i-83 158.:3:3 173.33 178. :33 168". 00 0.68 12.63 6.00 2. 11 3. 7~ 6. 4 1 
198:3-84 148.00 149.00 ·1-4-6.00 13 a·. 6 7 -1.08 0.68 3.00 0.23 3. 75 5. 6 1 
1994-85 130.67 133.33 155.00 200 •. 6 7 5.95 53. 5.7 9.00 5.95 3 .·75 18.52 

. . 
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~ Table V-c: WHOLESALE P~ICE ANALVSI~ CRO~ MAIZE STATE MADHYA PRADESH(JHABUA) 

--;E~R------~~R~---~-arR~-----~rR~-----arR;--;.-~~ANGE-~A~-PRi~E--N~~-~F--;.-PER---N~R~A~---c~E~~-~~~ 
. . . . . . . PER MNTH DIFF % MNTHS ~ONTH C. COST UARIATIO 

---------------------~-----------------------------------------------------------------------------
1956-57- 32.82 37.06 41.97 38.40 1.89: . 27.89 6.oo 4.65 6.oo to.rq 
1957-5a. 30.36 30.59. 34.16 3B.18 2 .. 86. 25.74 9.oo 2.e6 9.oo 11.2b 
1958-59. 32 .. 60· 38.51 .38.63 38.06 1.86' 18.49 9.00 2.05' 6.00 6.92.' 
·r~S9-6o.· 35.72 36.28 . :39.30 42~42 2.08 18.75 9.oo 2.08 9.oo 8.44 
1 9 6 o- 6 1. ·a 1. 2 6 3 4 . 8 a · 3 8 • 3 9 3 2 • 8 2 . o .. 55. 2 2 . 8 3 9 . o o 2 . 54 6 . o o 9 . 1 2 
·19.61-62. 29.92 36;,61 37.50 -38:83 3.31 29.81 9.oo 3.31 .9.oo 12.24 
1962-6a 30.67 33.oo 36.93 35.17 1.68 20.11 6.oo 3.35 ~ 30 8.29 
1963-64 32.33 40.00 46.67 46.67 4.93 44.33 6.00 7.39 3.00 16.09 
1964-65 · 36.67 · 39.33 44~~7 49~33 3.S4 34.55 9.00 3.84 3.00 12.80 
1965-66 64.00 ~6.20 72.67 72.00 1.39 13.54 6.00 2.26 3.00 7.82 
1966-67. 68.83. 77.17 106.67. 113.33 7.18 64.66 9.00 7.18 3.00 21.60 
1 9 6 7- 6 8. 6 5 . 0 0 59 . 6 7 6 0 . 8 0 6 3 • 6 7 - 0 . 2 3 . - 2 . 0 5 ~· . 0 0 - 0 .. 2 3 3 . 0 0 9 . 0 7 
19~8-69 66.00 74.33 86.00 86.67 ·3.48 ~1.31 6.00 5.22 . 3.00 11.84 
1969~70 73.00 86~33 91.33 82.00 1.3~- 25.11 6.00 4.19 ~.00 9.36 

'1970-71- 64.00.. 69.00 72.00 70;.'33 1.10'-· 12.50 6.00 2.08 3.00 6.f"' 
1971-72 69.·33 93~33 87.33 91.67 3.5~ 32.21 9.00 3.58 3.00 10.~ 
1 9 7 2 ..;. 7 3 9 0 . 0 0 1 0 4 . 3 3 1 2 6 . 6 7 1 3 9 .. 6 7 6 . 1 3 5 5 . 1 9 9 . 0 0 .6 . 1 3 '? • 'J ~ ; 7 . 
1973-74 156.67 163.3~ 189.00 203.33 3.31 29.79 9.00. 3.31 3.00 11. 
1974-75 151.67 173.33 172.67 141.67 -0.73 14.29 3.00 4.76 3.75 ~-
1975-76 83~33 91.00 90.33 101.33 2·.40 21.60 9.00 2.40 3.75. (. 
19)6-77 103.33 112.67 126.00 129.67 2.83 25.48 9.00 2.83 3.75 ]1 • 

. 1977-78 121.33 128.33 133.33 133.33 1.10 ~.89 6.00 1.65 3.75 ~ 
1978-79 115.00 114.67 123.00 141.33 2.54 22.90 9.00 2.54 3.75 J. 
1 9 7 9 - 8 0 1 4 0 . 0 0 1 4 0 . 0 0 1 6 6 . 6 7 1 5 6 ;, ·6 7 1 . 3 2 1 9 . 0 5 6 . 0 0 3 . 1 7 3 . 7 5 8 . .. . 
1980-81. 130.00 141.67 166.00 186.00 4~79 43.08 9.00 4.79 3.75 1~. 
·1981-82 154.33 168.33 170.00 181.67 1.97 17.71 9.00 1.97 3.75 5."':. 
1982-83 170.00 178.33 201.67 216.67 3.05 27.45 9.00 3.05 3.75 18.~ 
1983-84 152.17 163.33 157.00 143.67 -0.62 7.34 3.00 2.45 3.75 ~.?~ 
1984-85' 125.00 151.67 171.00 223.33 8.7~ 78.67 9.00 8.74 3.75 · 22.2n 
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'· 
fl.J.ctuating only within a narrow range. Clearly the 

go·;ernment's implementation mechanisms appear to have 

been successfu~ in the case of maize in Uttar Pradesh, 

eliminating all incentives (if any) to hoarders by 

reducing price differences to levels below carrying costs 

and also in ironing out year to year fluctuations consi-

derab:.y. Table IV-a and its corresponding graph IV-a 

con firm this~ After the mid-seventies we can see that 

there is a marked improvement in the_graph. (i.e. beyond 

the 19th year as recorded on the graph). From 1983-84 

to 1984-85 there is a distinct dip in the variability. 

One hopes this will continue to be sustained in the years 

that folloH in future. 

For maize crop again, in Rajasthan (Jaipur) and 

Madhya Pradesh 0'!\abua) we find the trend over time not 

as clear cut and smooth as it was in U.P. As in the 

case of bajra ~ajasthan and Maharashtra) we find once 

again' that more or less the same years stand out as 

troublemakers on what might have been otherwise a smoother 

horizon. It is for these very years that the. percentage 

price changes from month to month exceeded the monthly 
' 

normal carrying costs and the c. v. records much higher 

magnitudes as well. The years are around mid-sixties 

and the early-to-mid-seventies as is visible from graphs 

IV-b and IV-c as well 
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Thus, while :i=or maize in U.J'., the variability trend 
'· 

shows considerable fluctuations t:.11 the mid-seventies, 

the fluctuations clearly settle down on a ~_!ain!:.§ basis 

thereafter. However, in Rajasthan, till 1960-61 the 

variability drops, thereafter increasing continuously 

from year to year till 1%6-67, and thereafter following 

a zig-zag pattern of ups and downs from year to year. 

Only occasionally the arripl itude of the ups and downs 

appear to be contained within reasonable limits but not 

on a continuing basis. Besides, the years 1980-81 and 

1984-85 record sharp increase in the c.v. for both Rajasthan 

and Hadhya Pradesh (maize) and also price differences welJ. 

above our permissible level. ·The graph for Madhya Pradesh 

is continuously fluctuating with little respite during 

some years. 

In such a situation, therefore, one is led to believe 

that, since for the same crop,· viz. maize, government 

policy appears to have been very successful in one state 

(U.P.), (in keeping with both our hypotheses) but not so 

in the other two states considered here, quite obviously 

the complementary forces which lead to the success of a 

policy by way of infrastructural facilities including 

irrigation, transportation and effective marketing presence 

of regular government agencies for implement at ion of stable 

prices etc. may be missing in varying degree and combination 

in these two not-so-developed states. This had been noted 



by us in che preceding chapter on harvest price~ as well. 

Let us see how far our results of the second-degree 

polynomial fitted for the time series of c. V. helps to 

affirm the second hypothesis postulated by us. 

Table V-A: Additional Information on c. v. for Maize: 
E:stimated_f.Qlynom1al lv=f+bT+eTZJ ---

-------
b Coefficient 

c Coefficient 

Reversibility 

Point (=~c) 

U.P. Rajasthan Madhya 
Pradesh 

----------------------------------------
+0.78652;: N.E. +0. 34 2927 

-0.03172 N.E. -0.0156 2 

12. 39 N. E. 10.97 

--------------------------
Note: N.E. stands for not estimated because of 

data distortions. 

-- From the above table we can see that the results are in 

perfect harmony with our expectations, in two out of the 

three states. In both U.P. and Ma1hya Pra1esh the positive 

b coefficient irrlicates an increasing c. v. over time till 

the 12th and 11th years respectively and thereafter a clear 

reversal of the trend viz. a decreasing c.v. efter 1967-68 

in U.P. and after 1966-67 in Madhya Pradesh as indicated by 

both tbe negative values of c coefficient. It was not 

considered cdvi sable to carry out the exercise for Raj aethan. 

This brings us to the last crop in this section, viz. 

barley. we may refer to tables VI-a, VI-b and VI-c and 
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. Table ·VI-a: ·WHOLESALE PRICE ANALYSIS CROP BARLEY STATE UTTAR PRADESH<VARANASI > .. -~ 

--------------------------------------~---------------------------------------------------------CTRl QTR2 CTR3 QTR4 % CHANGE MAX PRICE NO. OF % PER NDRMAL COEFF OF 
PER MNTH OIFF % MNTHS MONTH C. COST VARIATION 

---~------------------------------~-------------------------------------------------------------56-57 
57-58. 
58-59 
59-60 
~o-6'1 
~l-6~ 
~2-63 
;3-64 
)4-65 
)5-66 
)6-67 
)7-68 
;8-69 
)9-70• 
i'0-71 
i'1-72 
i'2:.73 
i'3-74 
i'4-75 
i'5-76 
i'6-77 
i'7..,.78 
i'8-7~ 
i'9-8·o. 
30-81 
31-82 
32-83 
33-84 
34-85 

29.02· 
33.49 
32.82 
35.66 
34.78 
33."00. 
29.91' 
32. 03 .. 
43.39 
62.15 
66.31 
97.00 
60.00 
65.33 
59.00 
50.00 
64.67 
97.33 

127 .. 67 
107~00 
67.50 
91.67 
87.67 
83.33 

124.67 
120.00 

•126.67 
140 .. 00 . 
145.00 

32.37. 
34. 16 
42.08 
39.40 
37.00 
34.00 
31. 19 

. 38 .·59 
69.53 
70.98 
71.41 

109.00 
56.67 
71.67 
55.00 
57.00· 
81.33 

114.00 
154.33 
94.67 
71. 6·7 
99.33 
85.33 
95.67 

125.00 
115.00 
127.67 
158.33 
153. ·33 

34.83 
30.59 
46.22 
34.71 
36.86 
33.31 
28. 18 

'39.64 
70 •. 30 
70.66 
82.00 
86.67 
52.00 
70.33 

"'42.67 
. 5,6. 6 7 
81.00 

105.00 
154.00 

73". 33 
68'. 67 

107.00 
89.45 

113.33 
'146.67 
108.33 
155.00 
163.33 
151.67 

35.28 
27.29 
46.38 
35.11• 
34.53 
33.28 
26.81 
45.32 
68.65 
67 .. 79 

104.33 
74. 67· 
57.33 
76.00 
51.67 
65.67 
94.00 

126.67 
141.67 
70.00 
95.67 

111.00 
99.00 

128.33 
146.67. 
120.00 
181.67 
155.00 
150.00 

2.39 
-2.06 

4.59 
-o. 17 
-0.08 

0. 10 
·-t. 15 

4 .. 61 
6.47 
1 • 0 1 
6.37 

-2.56 
-0.49 

.1 • 81 
-1.38 

3.48 
5.04 
3.35 
1. 22· 

-3.84 
4.64 
2.34 
1. 44 
6. oo· 
1. 96 
0.00 
4.82 
1'. 1 9 
0.39 

21.54 
2.00 

41 . 31 
10.49 
·6.39 
3.04 
4.29 

41.49 
62.00 
14.20 
57.34 
12.37 
-4.44 
16.33 
-6.78 
31.33 
45.36 
30. 14 
20.89 

-11~53. 
41.73 
21.09 
12.93 
54.00 
17.65 
. 0. 00 
43.42 
16.67 
5.75 

9.00 
3.00. 
9.00 
3 .. 00 
3.00 
3.00 
3.oo· 
9.00 
6.00 
3.00 
9.00 
3.00 
9.00 
9.00 
3.00 
9.00 
9 •· 00 
9~00 
3.00 
3.00 
9.00 
9.00 
9. 00 
9.00 
6.00 
9.00 
9.00 
6.00 
3.00 

2.39 
0.67 
4.59 
3.50 
2. 13 
1 • 0 1 
1.43 
·4. 61 

ro·. 33 
4.73 
6.37 
4. 1 2 

-0.49 
1 • 8 1 

-2.26 
3.48 
5.04 
3.35 
6.96 

... 3.84 
4.~4 
2.34 
1.44 
6.00 
2.94 
0.00 
4.82 
·2. 78 
1.92 

·3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 

.3.00 
3.00 
3.00 
3.00 
3.00 
3.0( 

-3.00 
3.00 
3.00 
3.00 
3.00 
3.75 
3.75 
3.75 
3.75 
~.:'S 
3.75 
3.75 
3.75 
3.75 
3.75 
3.75 

P..46 
9. 1 4 

. 14.41 
8.46 
4. 18 
4.86 
6.60 

13.30 
19~89 
6.83 

1 8. 28 
16.76 
7.39 
9.06 

12.55 
1 3. 8 0 
1 3. 9 1 
11.79 
9.52 

18. 19 
16. 15 
10. 18 

c. ~4 

17.63 
10.60 
5.24 

15.69 
'7. 59 
3.38 
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Table VI-b: WHOLESALE PRICE ANALYSIS CROP BRRLEY StATE RAJASTHAN <JAIPUR> 
--~--------~-----~----~---------------------------~---------------------------------------------·--VERR QTR1 QTR2 CTR3 . QTR4· Y. CHANGE. MAX. PR 1 CE NO. OF· Y. PER NORMAL COEFF or= 

PER MNTH OIFF Y. MNTHS MONTH c~ COST VARIATION 
---------------------------------------------------------------------------------------------------1956-57 28. o·s 33.77 34·. 61 37. 12 3.59 32.31 9. 00 . 3.59 3.00 10.68 
1957-58 31. 03. 31.26 '27 .. 24 21.66 -3·. 36' 0.72 3.00 0.24 '':a-00 14.81 
1958-59 28 ."BO. · 39. 0·7 39.52 .36. 40 2.93 37.21 6.00 6.20 a.uo 13. 1 4 

'1959...;60 33.94 36."1? 34.71 34.83 0.29 6.58 3.00 2. 19 3.00 3.84 
-'1960-61' 34 .• 20 35.44 35.78 36.22 0.66 5.90 9.00 0.66 .3.00 3.30 
-1961-62 35'. 05 34.64 33.77 34.93 -0.04 -0.35 9. oo· -0.04 . 3. 00 ·4.28 
1962-63 31.06 30.60 26.77 23.42 -2. 73 ' -1.47 3.00 -0.49 3.00 11 . 52 
1963-64 27.82 33 .. 08 38.08 43.45 6.24 56. 18 9.00 6.24 3.00 17.00 
1964-65 .44. 00 50. 19 . 56. 67, 54. 17 2.57 28.79 6.00 4.80 3.00 11 . 2 ;:-: 
1965-66 50.50 61.83 66~33 . 67.83 a·. 81 34.32 9. 00· 3.81 3.00 12. 2 7 
19,66-67 63. 1'7 64.75 69~67 75.42 2. 15 19.39 9. 00. 2. 15 3. oo· 7.39 
1967,-68 72.42 71.42 ?2.83 62.7? -1.48 0.58 '6.00 0. 10 3.00 q.02 
1968-69. GO. 17 66.33 66. 17 65.50 0.98 10.25 . 3.00 3.42 3. 00 . 5.80 
1969-70 65.00 76.67 75.00 78.44 2.30 20.68 9.00 2.30 3.00 8.07 
1970-71 66.33 59.67 56.00 48.33 -3. 02· -10~05 . 3.00 -3.35 3.00 1 2 •. 6 5 
1971-72 52.00 52.00 52.00 57.33 1 . 1 4 10.26 9.00 1. 14 3.00 6.73 
1972-73 ·. 65.00 78.67· 88.67 97.33 5.53 49.74 9.00 5.53 3 .. 00 17.08 
i973-74 96~00 129.83 119.33 126.67 3.55 . 35. 24 3.00 11.75 3.00 13.02 
1974-75 .119.33 159.33 156.67 138.33 1. 77 33.52 3.00 1 1 . 1 7 3.75 1 3. 4 1 
1975-76 112.67 101.00 73.33 66.67 -4.54 -10.36 3.00 -3.45 3.75 22.02 
l976-?7 68.33 72.33 75.00 96.00 -4. 50 40.49 9.00 4.50 3.75 15.37 
l977-78 100.33 110.67 ' 121. 33 122.33 2.44. 21.93 9.00 2.44 3.75 1 o .. 20 
\978-79' 99.00 101.67 96.33 84.00 -1.68. 2.69 3.00 0.90 3.75 8.48 
.979-80 83.67 1 0 1 • 3.3 . 118.67 125. 6.7 5. 5.8 .. 50. 20 9.00 5.58 3.75 16.68 
980-81 127.00 130.67 130.67 135.33 0.73 6.56 9.00 0.73 3.75 3.85 
981'"'82 '134.33 135.33 134.00 132.33 -o. 17 0.74 3.00 . 0. 25 3.75 2.49 
982-83 1.26~67 136.33 .137.33 154.67 2.46 22. 11 9.00 2.46 3.75 8.66 
983-84 150~00 '152. 3·3 154.33 156.00 0.44 4.00 9.00 0.44 3.75 7.40 
984-85 144.67 159.33, 164.33 165.33 1.59 '14 .. 29 9.00 1.59 3.75 7.44 
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Table VI-c:. WHOLESA'LE PRICE ANALYSIS CROP BARLEY STATE BIHAR <MOTIHARI·> 

~~;;~-----~;;i-----~;i;----~~;;;-----~;;;--i:~~~~i~-~~~:;~i~~--;~::~~-:i:~~;-~-~~~~~~:--~ii~~~~~: 
I , , 

;;;:;;----;;:~i~--~;;:;~----;;:i;----;;:;;-----;:i;--~-i;:;;-----;:~~~----;:i;---~-;:~~-----;:ii-
957-58 30.81 34.38 '34.83 32.37 0.56 13.04 6.00 2.17 .3.00 6.10 
958~59 . s2~15 -41.97 47.11 34.83 o.9~ 46.53 6.oo 7.75 s.oo 19.27 
~59- 6 o . a o. a 6 a o. 59 2 7. 2 4 2 7. 6 9 · ~ o. 9 8 o. 7 4 a·. o o o . 2 5 a. o o 6 . 8 8 
~60~61 29.47 33.27 29.42 26.80 -1.01 12.88 3.00 4.29 3.00 8.25 
~61-~2 . 27.08 33;74 32.37 31.81 1.94 c24.59 3.00 8.20 · 3.00 9.11' 
962-63 29.02. 30.98 30.81 25.00 -1.54 6.77 3.00. 2.26 3.00 9.00 
963-64 24.67 25~'90 26.34 30~89 2.80 . 25.21 ··9.00 2.80 3.00 10.99 
9 6 4 -·6 5 3 7 • o 5 5 1. .'o 1 53 ~ 58 6 4 . 6 o · 8 . 2 6 · 7 4 . a i 6 . o o - . 1 2 . 4 o a • o o 1 9 . 4 8 
965-66 51.80 71.45 70.55 67.42 s .. s5 . 37.93 3.oo 12.&4 a.·bo 16.07 
966~67 58.94 66.85 73.23 97.35 ·7.24 65.16 9.oo 7.24 3~oo· 22.19 
967-68 72:34 113.83 11·1.64 87.07 2.26 57.36 3.00 19.12: 3.00 19~31 
968-69 65~77 59.86 57.15 47.26 -s.1s .-8.99 3.oo -s.oo s~oo 13.47 
969-70 51.53 62.06 73.33 72.33 4.49 42.32 6 •. 00 1.05 3.00 15.69 
9 7 o- 7 1 6 6 . 4 4 6 4 • o o 6 6 • o o 6 2 . 6 7 - o . 6 a - o . 6 6 6 . o·o - o . 1 1 · 3 . o o 5 . 4 7 
971-72 56.oo .59.67 59.33 66.67. 2.12 19.05 9.oo 2.12 3·.oo 8.0'3 
972-73 . 60.33 75.00 81.00 77.00 3.07 34.~5 6.00 5.71 3.00 13.3~ 
9 7 3 .. 7 4 • 7 1 . 3 3 9 5 .. 3 3 1 1 0 . 0 0 1 2 9 . 0 0 8 . 9 8 8 0 . 8 4 9 . 0 0 8 . 9 8 3 -· 0 0 2 1 . 8 q 
974-7~ 113.33 120.00 160.33 162.33 4.80 43.24 9.00 4.~0 3.75 16.2~ 
975~76 109r23' 81.00 78~33 70.00 -3.99 -25.85 3.00 -8.62 3.75 2l.'JS 

977-78 78.33' 98.33 105.00 125.00 6.62 59.57 9.00 6.62 3.75· 1 6 . '?' 
978-79 91.67 81.67 91.67 93.33 0.20 1.82 3.00 0 . 6 1 3 .• 7' .-:: 7 . 7 : 
979-80 78.33 . 75.00 76.67 105.33• 3.83 34.47 9.00 3.83 3.75 16.3'3 
980-81 108.33 116.67 123.33 '132.33 2.46 22. 15 9.00 2 .. 4 6 3.75 1 0. 2 g 
981-82 113.00 122.67 138.33 145.00 3. 15 28.32 3.00 9.44 3.75 10.57 
982-83 125.00 128.33 145.00 141.67 1. 48 16.00 9.00 1.79 3.75 7. 0 '3 
983-84 130.33' 130.67 132.67 131.33 . 0. 09 1.79 9.00 0.20 3.75 3. 1 7 
984-85 1'24~00 124.00 127.67 131.67 0.69 6. 18 9.00 0.69 3.75 2.78 
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their corr ~sponding graphs, for the three states of 

Uttar Pradesh, Rajasthan and Bihar respectively. The 

marl<:etsjcentres for these three states are Vara.'lasi, 

Jaipur and t-1otihari in that order. 9arley entered the 

purview of the APC during the year 1968-6 9. 

The nu,'11ber of years during which the price d if fe

~ences \.Jere more than the caJ:-rying costs, appear to be 

more concentr ate1 an::l appear.lng with greater frequency 

before the mid-seventies in all the three states. However, 

there are still one or two years thereafter, particularly 

1979-80 in all the three states when this occurs. Apart 

from these odd years the percent age changes were reduced 

to levels which are considerably below the carrying costs. 

In earlier years, even where the price differences lie 

within the permissible range, they are on the higher side, 

i.e. closer towards the limit of the normal carrying costs, 

but after the mid-seventies they stand considerably 

reduced in magnitude particularly during the eighties. 

The concluding years in each case record declines unlike 

for bajra as ve saw earlier, and for two states for maize. 

Perhaps the eighties will continue to prove effective in 

controlling price fluctuations for barley and other crops 

will follow suit. 

A point that arises here is that while the case of 

maize in u. P. stood out as a clear feather in the cap of 
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the government, in that very state, th1 policy has not 

been as effective for barley. This seems to point out 

very strongly that unless all factors conjole, the govern

ment policy cannot 'be successful in curbing price varia

bility. or else, there is something i!1 the nature of the 

crop itself, most crucially its extremely fluctuating 

production profile, Wh{c..l, 1oes not let the price variabi~ 

lity come down over the years. ~tle find that graph VI-a 

recording c.v. against time, is sharply fluctuating all 

through, reaching very high levels and· falling dm.vn to 

very low levels only to rise and fall again, continuously. 

The port on of the graph from the 13th to 18th year (196 8-

69 to 1974-75) climbs up stea1ily year after year, falling 

during the last two years and again reaches a peak there

after. Even during the eighties, this pattern of consi

derably fluctuating peaks and troughs has not been arrested. 

The absolute range of the c. v. itself is very much higher 

in magnituie than it was for earlier crops. In Bihar al ~o 

the absolute magnitudes of c. v. are very high but after 

the year 1978-79 the graph recording c.v. climbs down 

cqntinuously, falling to very low absolute and rel~tive 

level~ towards the errl of the period under study. In the 

case of Rajasthan, frQn the graph we can identify four 

distinct phases which emerge from the behaviour of the c. v. 

alone. The late fifties was a period of low variability, 

the sixties to early seventies was a phase of irregular 



variability (with regular fluctuatic .1s from year to year) 

but within a definable upper and lower limit: there:ifter 

till the eighties set in, variability levels ranged an 

absolute high along with regular fluctuation. Only during 

the eighties does there appear, perhaps, some semblance of 

a reduction in variability from one year to another along 

with a fall in the absolute magnitude of the C.V. Thi!:; 

is one crop in which, in ali the three states, the govern-

ment has not been able to completely wipe out price dif:fe-

rences which are higher than normal carrying costs, even 

as late as the eighties. However, for our final ju:Jger:H?nt. 

about the impact of government intervention, we must look 

at the parabolic time-trend for the c.v. Table VI-A shoi~rs 

the results. 

------------------------------------------------------uttar 
Pradesh 

Rajasthan Bihar 

----------------------------
b __ coefficient +0. 749436 +0.144636 +1.511388 

c Coefficient -0.026 38 -0.006 82 -0.05 251 

Rever si~lity 
Point C-2c) 14.19 10.60 14.39 

-- --- -------
Table VI-A reveals very results in conformity with 

our secorrl hypothesis. In all the three states there is 

a c 1 ear tendency revealed. by the i nt ertempor al be h av iour 
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of 1:he c. v. to increas'?- upto a point (when government inter

vened) and thereafter start declining. Thl ; the curve '· 

fit ted would be an inverted negative. The reversibility 

t iTTE. points also work out to be logically consistent with 

our hypothesis. It may also be mentioned that the tenden

cies are statistically highly significant in case of u.P. 

and Bihar ard not so strong in the case of Rajasthan. 

Thus it is clear that there has been some measure 

of succt~ss of the government • s policy in this limited 

sense, even in the case of barley whose price variability 

has shown a distinct reversal of the hitherto increasing 

c. V. after the government il'ltErvened. In fact barley 

came under the purview of the APC during the year 1968-69 

and our results show reversal from the 14th-15th year on

wards i.e. 196 9-70 onwards for U .P. as well as Bihar. 

For Rajasthan, however, the reversal occurs during the 

11th year 1%6-67 (an year before this crop entered the 

purview of APC) - thereby implying that the credit for 

this reversal may go to certain extraneous factors other 

than the government. Apart from this,. as we haye already 

stated, the level of statistical significance obtained 

in the case of Rajasthan, is relatively l<:Mer, while it 

is very much higher and stronger for the other. two states. 

Thus, as we had earlier seen in the case· of maize, for 

Rajasthan we do not read too much· into the results of the 

curve fitting exercise but for U.P. and Bihar the success 
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story is certainly confirmed. ·Before. conducting this 

statistical exerci e as an adjunct to our analysis on 

inter-quarter price changes, we hsd been slightly per

turbed about the fact that even during the eighties there 

were one or two years when price differences exceeded the 

permissible carrying costs, but now it would seem more 

apt to treat those years as exceptions to an otherw:ise 

all round success of government policy and probe into 

the reasons which led to a persistenct:? of such exceptional 

occurrences. Looking at the production statistics for 

barley in the three chosen states, we find that, in all 

three states the production had maintained a fcirly consic:

tent tren::l level, almost throughout the years prior to 1979-

80. However, with the onset of the late seventies the pro

duct ion of barley appears relatively on the decline in each 

of the states we have considered - moreso during the yPars 

corresponding to high price difference. This, then, may 

be one of the explanatory factors for the spurt in price 

differences during those particular years of the eighties, 

as can be reed from the tables. 

Taking the category of coarse grains as a whole, 

we find that by and large, there are few cases of complete 

successJ The degree of failure seems to have Qeen arrested 

in some cases and not so much in others. Some years 

stand out as bad in almost all cases, implying that when 
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negativP. extraneous circumstances occur, thr-> gov.-:-rntrw·nt 
I 

! 
is not well-prepare::l enough to ward th~m off conq•lf'·teJy 

but doek help to absorb part of the shock there"lJy rP-iucinq 
I 
I 

the int4nsity of what might otherv.Jise have been worse. 
I. 
I 

As a category, coarse grains have obviously not r<=>cPive:i 

as much: attention as wheat and rice, but nonP.thP 1 P'= s the 

overallJresults do appear promising, as far as intra-year 
I 

v ari ab it it y of >tho lesale prices is concerned. 

I 
:I 
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Sect ion II 1 : PULSES & O!I ... SEFDS: ~AM AND CROUNT)NTJT 
l 

I 
l 

Iin this section we have taken one rPpresentat.ive 

I crop e1ch from the broad categories of pulsP-s arrl o1lsero8. 
I 

For ourj analysis, we have chosen gram and groundnut res-

pectiv~ly. Let us begin with gram first. 

1. 
Tiables VII-a, VII-b and VII-r. and their correspon-

ding gr:aphs VII-a, Vll-b an.d VII-c may be r~=?ferred to, 
I 

for the! three 
I 

states of Madhya Pradesh, Uttar Pradesh 

and R ajlast han respectively, for the m~rkets of Bhind, Hapur 
! 

and Sr~ganganagar in that order. The harvest p~~k m~rkPt-
1 

ing quarter for gram, works out to b, April-May-,Jllne for. 
:1 . 

the two'
1 st~tes of Madhya Pradesh and U.P. anJ M"lrch-.\pr.U-

May for Rajasthan. 

T~ere appears to be a strikin? sim1l~rity• amon1ct 

all thei three highest producing st:3tes for gram vdth 
I . 

reference to the years which r~cord,d the hiqh~st rr.ice 
i 

differences beyond the normal carrying costs. Also, thqe 

seems to emerge some correlation between the years recor
i 

ding high price variability and the years of procluction 
i 

shortfaills, again for all the three states. In f'.-rt aiJ 
I 
I 

three graphs also appear r;3ther similar in that, the c."· 
! 

takes ai continuously zig-z,Jg routE! with sh'3rp f'Pr!k': an~i 
I 

depress~ons throughout the three decade per io'i or so. 
i 

The sim~larity is more striking for U.F. and Raj~cthan, 

whereas! the amplitude of fluctuations are comp;"~r:~ti\;P}y 
i 

less· fot M.P. 
I 



197 

Table VII-a:WHOLESALE PRICE ANALYSIS CROP GRAM STATE MADHYA PRADESH 

YEAR --------------------------------------------------------------------------------------------~·-~---QTRl QTR2 QTR3 CTR4 % CHANGE MAX PRICE NO. OF % PER 
PER MNTH DIFF % HNTHS MONTH 

NORMAL COEFF OF 
C. COST VARIATION 

---------------------------------------------------------~·----------------------------------------1956-57 
1957-58 
1958-59 
195-9--60 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1'384-85 

28.80 . 31.53 
29.59 28.51 
31.36 41.53 

_3_4_._~2. --- -· 3_2_. _4 §. ---------
34.00 
32.71 
37.37 
38.00 
49.37 
49.37 
56.54 
78.00 
65.83 
87.50 
86.04 
78.75 
97.25 

141.67 
194.33 
174.00 
102.58 
135.83 
170.00 
156.67 
240.00 
310.83 
225.83 
235.00 
325.00 

39.45 
35.40 
42.00 
40.00 
62.92 
60.83 
57.00 

129. 17 
80.21 

105.92 
81.04 
88. 12 

114.00 
175.33 
224.00 
176.33 
100.42 
160.00 
205.00 
190.83 
315.00 
352.50 
263.83 
235.00 
414.58 

32.15 
26.65 
48.57 
31.00 
4 i. 55 
37.08 

"39. 37 
47.91 
66.87 
57.75 
57.00 

137.67 
7 4. 17 

105.83 
78.33 
89.91 

122.79 
193.67 
220.33 
170.83 
103.33 
194.33 
196.67 
193.33 
360.83 
294.17 
215.83 
296.67 
453.33 

34.77 2.30 
26.45 -1.18 
48.61 6.11 
32.09 -0.66 - --38~-44 ____ ·-----c: 4-s---

38.12 1.84 
36.66 .,;.0-.21 
52.50 4.24 
52.92 0.90 
54.00 1.04 
57.00 0.09 

123.33 6.46 
70.42 0.77 

104.20 2.12 
72.29 -1.78 
94.75 2.26 

122.33 2.87 
193.00 4.03 
194.67 -0.55 
131.50 -2.71 
116.67 1.53 
186.50 4.14 
176.46 0.42 
196.67 2.94 
318.33 3.63 
235.00 -2.71 
222.00 -0.19 
312.50 3.66 
407.92 2.83 

20.71 9.00 2.30 
-3.65 3.00 -1.22 
55.03 9.00 6.11-
-4.97 3.00 -1.62 

-- "22·:-2·o--------- 6 ~oo ---------3-:--ro 
16.56 9.00 1.94 
12.39 3.00 4.13 
38.17 9.00 4.24 
35.44 6.00 5.91 
23.21 3.00 ).74 

0.91 3.00 0.27 
76.50 6.00 12.75 
21.93 3.00 7.28 
21.05 3.00 7.02 
-5.91 3.00 -1.94 
20.32 9.00 2.26 
26.26 6.00 4.38 
36.71 6.00 6.12 
15.27 3.00 5.09 

1.34 3.00 0.45 
13.73 9.00 1.53 
43.07 6.00 7.18 
20.59 3.00 6.96 
25.53 9.00 2.84 
50.35 6.00 8.39 
13.40 3.00 4.47 
16.83 3.00 5.61 
32.98 9.00 3.66 
39.49 6.00 6.58 

3.00 
3.00 
3.00 
3.00 

- 3 • 0 0 .:.:_c -

3.00 
-3. 00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.75 
3.75 
3.75 
3.75 
3.75 
3.75 
3.75 
3.75 
3.75 
3.75 
3.75 

7.40 
6.37 

17.89 
5 .• '13 

--a . --o9----
8.06 
6.83 

15.64 
14.96 
9.05 
0.67 

24.02 
9.92 

11. 01 
7.33 
7.96 

10. 17 
1 3. 13 
9.55 

12.44 
6.86 

15.79 
8.92 
9. 19 

16.54 
14.62 
9. 1 0 

1 6. 6 9 
13.72 
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Table VII-b: ~HOLESALE PRICE AN"ALYSIS CROP GRAM STATE UTTAR PRADESH <HAPUR) 
--------------------------------------------------------------------------------------------------
YEAR OTR1 QTR2 QTR3 OTR4 % CHANGE MAX PRICE NO. OF % PER 

PER MNTH DIFF % MNTHS ~ONTH 
NO~MAL COEFF OF 
C. COST VARIATION 

·-------------------------------------------------------------------------------------------------
1956-57 
1~957 ~s8 ··~ -
1958-59 
1959-60. 
1960-61 
1961-62 
1962-63 
1963-64 
1964-65 
1965-66 
1966-67' 
1967-68 
1968-69 
1969-70 
1970-71 
1'371-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
19 7.8-7 9 
197'9-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 

28.63 
3-l~er·---

32.26 
35-.so 
37.51 
35.61 
39.74 
42.87 
55.67 
60.42 
73.33 

126.25 
77~92 
94.58 
88.75 
82.67 
97.67 

140.00 
195.67 
185.00 
116.00 
143.00 
17.4.33 
181.00 
246.67 
340.00 
269.00 
256.00 
365.67 

32.87 
-~~ 2. 3 1 
43.25 
34.48 
4 1 • 3 0 
38.06 
43.54 
43.54 
77.92 
76.67 
77.50 

135.33 
86.67 

104.58 
85.83 
91.67 

115.33 
170.00 
226.67 
178.33 
117.00 
174.67 
209.33 
206.00 
311.67 
368.33 
269.33 
267.67·-
453.33 

34.49 
30~75~·-· 

51. 91 
3 4. 16 
44.65 
40.02 
41.53 
49.82 
89. 17 
73.33 
95.00 

129.33 
83.33 

112.50 
78.33 
95.00 

131.67 
203.33 
232.33 
175.67 
124.00 
205.00 
223.33 
216.67 
425.00 
326.67 
265.00 
315.00 
482.33 

35.67 
29.36 
54.75 
35.28 
42.53 
40.63 
40.91 
55.51 
78. 12 
7 1. 0 4 

126.67 
104.17 
82.08 

113.33 
83.33 

101.67 
131. 00 
218.33 
217.67 
166.67 
138.33 
201.67 
206.33 
223.33 
386.67 
293.33 
257.33 
353.33 
460.33 

2.73 24.58 
--=--=-c._ o .-er6 -------~-c s 7 

7.75 69.74 
-0.07 -0.63 

1.49 19.05 
1.57 14.12 
0.33 9.55 
3.28 29.50 
4.48 60.18 
1.95 26.90 
8.08 72.73 

-1.94 7.19 
0.59 11.23 
2.20 19.82 

-0.68 -3.29 
2.55 22.98 
3.79 34.81 
6.22 55.95 
1.25 18.74 

-1.10 -3.60 
2.14 19.25 
4.56 43.36 
2.04 28.11 
2.60 23.39 
6.31 72.30 

-1.53 8.33 
-0.48 0.12 

4.22 38.02 
2.88 31.91 

9.00 2.73 3.00 ·-·· --3-~--o a· - ·-- a .--s-2------- -----a-~-o o 
9.00 7.75 3.00 
9.00 -0.07 3.00 
6.00 3.17 3.00 
9.00 1.57 3.00 
3.00 3.18 3.00 
9.00 3.28 3.00 
6.00 10.03 3.00 
3.00 8.97 3.00 
9.00 8.08 3.00 
3.00 2.40 3.00 
3.00 3.74 3.00 
9.00 2.20 3.00 
3.00 -1.10 3.00 
9.00 2.55 3.00 
6.00 5.80 3.00 
9.00 6.22 3.00 
6.00 3.12 3.75 
3.00 -1.20 3.75 
9.00 2.14 3.75 
6.00 7.23 3.75 
6.00 4.68 3.75 
9.00 2.60 3.75 
6.00 12.05 3.75 
3.00 2.78 3.75 
9.00 0.01 3.75 
6.00 6.34 3.75 
3.00 10.64 3.75 

__ e ._4 e ·-
4.23 

20.83 
2.41 
6.64 
6.64 
4. 21 

1 2. 1 6 
18. 6 0 
9.00 

23. 10 
13.29 
6.52 
9.57 
5.67 
8.46 

12. 6 1 
17.23 
7.90 
6.84 
8. 1? 

15.41· 
10.94 
.8.48 
20.86 

8.75 
2.60 

1 4. 1 5 
11 . 9 9 
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Tahle VII-c: WHOLESALE PRICE ANALYSIS CROP GRAM STATE RAJASTHANCSRIGANGANAGAR> 
----------------------------------------------------------------------------------------------~~--

YEAR OTRl QTR2 QTR3 OTR4 % CHANGE MAX PRICE NO. OF % PER NORMAL COEFF OF 
PER MNTH OIFF % MNTHS MONTH C. COST VARIATION 

---------------------------------------------------------------------------------------------------
1956-57 
1957-58 
_l_~5J3.:::.5.9 .. -
1959-60 
1960-61 
1961-62 
1962-63 
1953-64 
1964-65 
1965-66 
1966-67 
1967-68 
1'368-69 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
19?8-79 
1979-80 
1'380-81 
1981-82 
1'382-83 
1983-84 
1'384-85 

26.57 31.14 32.03 
30.47 28.36 27.91 

__ 2_ z__._.Q .9 __ ---· -- 2_8_. _1 3 ----- -- -- 2 8 .. l 3 
29.08 31.76 31.76 
33.88 38.47 42,70 
34.85 35.44 37.06 
36.31 40.90 41.31 
36.66 38.75 43.87 
51.03 59.50 73.75 
61.87 66.73 62.85 
54.10 61.00 66.37 
66.83 77.00 80.42 
75.42 76.32 89.28 
86.32 110.78 115.20 
98.38 92.95 94.12 
77.70 86.40 92.67 
99.57 111.55 126.83 

113.47 132.68 166.43 
201.47 215.72 246.00 
188.92 180.67 191.88 
113.82 105.42 106.98 
132.57 14'3.33 196.00 
160.00 188.33 216.33 
15'3.57 181.67 193.50 
223.00 299.33 355.33 
334.67 372.oo 35r.s; 
253.00 255.00 243.33 
228.33 235.00 253.33 
321.67 406.57 458.33 

34.18 3.18 28.64 9.00 3.18 
27.24 -1.18 -6.95 6.00 -1.16 

- 2 8_. __ 3 6 ________ , _____ Q_, 2.7--. --- _2 ._4_2 _________ .... 9 ~.0.0 ------ _____ 0 .• _2] 

33.26 
42.47 
39.51 
3 8. 13 
52.83 
76.50 
56.45 
74.75 
71.85 
81.67 

122.20 
8 5. 1 7 
95.37 

128.13 
195.00 
209.93 
169.25 
122.17 
189.00 
190.67 
213.00 
344.00 
277.67 
222.67 
323.33 
440.00 

1.60 
2.82 
1 . 4 9 
0.56 
4.90 
5.54 

-0.97 
4.24 
0.83 
0.92 
4.62 

-1.49 
2.53 
3. 1 7 
7.98 
0.47 

-1. 16 
0.82 
4. 7 2 
2. 13 
2.84 
6.03 

-1. 8 g 
- l. 3 3 

4.62 
4.09 

14.37 
26.01 
13.37 
13.75 
44. 10 
49.90 

7.87 
3 8. 17 
20.32 
18.39 
4 1 .. 57 
-4.34 
22.74 
28.56 
71. 86 
22. 10 

1 . 57 
7.34 

47.74 
3 5. 21 
25.54 
59.34 
1 1 . 1 6 

0.7'3 
4 1. s 1 
42.4'3 

9.00 
6.00 
9.00 
6.00 
9.00 
9.00 
3.00 
9.00 
6.00 
6.00 
9.00 
6.00 
9.00 
9.00 
9.00 
6.00 
6.00 
9.00 
6.00 
6.00 
9.00 
6.00 
3.00 
3.00 
'3.00 
6.00 

1 . 6 0 
4.34 
1 . 4 9 
2. 2 9 
4.90 
5.54 
2.62 
4.24 
3.39 
3.06 
4.62 

-0.72 
2.53 
3. 1 7 
7.98 
3.68 
0.26 
0.82 
7.'36 
5.87 
2.84 
9.89 
3.72 
0.25 
4.52 
7.08 

3.00 10.39 
3.00 7.10 
3 . o o _: . _ _ ---2 .• -2 at~-
3 . 0 0 --- 5 . 7 1 
3.00 9.75 
3.00 6.50 
3.00 6.27 
3.00 15.51 
3.00 17.47 
3.00 7.73 
3.00 12.85 
3.00 9.19 
3.00 9.36 
3.00 14.23 
3.00 9.17 
3.00 8.47 
3.00 11.01 
3.00 21.55 
3.75 9.85 
3.75 6.37 
3.75 9.60 
3.75 16.96 
3.75 11.77 
3.75 9.88 
3.75 18.01 
3.75 12.44 
3.75 
3.75 
3.75 

7.21 
1 4. 9 8 
13.53 
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:j Going into the individuC~l details state•.vise w:c: find 

that, in Ma1hya Pradesh the maximum number of vears when 

monthly price differences exceeded the normal carrying 
i 

costs, occurred during the period prior to 1974-75. It 

i 
was w:1. thin this period also, that the c. v. touched the. 

I . 
higheist peak amongst all the years considered here. This 

i 
I 

incidentally occurred during 1%7-6 8, foll owi nq n pro:-Juc-
i 

tion l:lecline of about 27.34 per cent frcm the year 1%5-66 

to 1966-67. from 1%6-67 to 1967-68 this vlas follo•,.;ed by 
I 

an i ncre Clse of about 4 7 per cent in gram prod. ucti on in 
I 
I 

Madhya Fra:iesh, 1.o.:hile the following ye0r again witnes~;Pd 
I 

a dec:line in production. However, th~? onset of the 

seven;t ies ushered in an era of stable pro:'lur.tion rel at jve 

to thr precEding era. This was in fact true of all three 

i 
state;s, with the exc'=ption of occasional y~ars lik0 1o7q-P.o, 

' i 
when ;gram production fell in all thrP."' states; morPso in 

I 

Rajos;than and U.P. though, than in Madhya Pr-ad~"~~h. In 
! 

fact rin these two states production levels fell to half 
! 

of the preceding ye or • s product ion, which c ouli '"'e 11 

explain the fact that the price differencP. rerJi st,:.u··d a 

consider able increase in magn it u::J ~ d lJ rinq 1980-81 ov r--r 
! 
I 

and above the normal carrying costs, in U.F'. '2nd R.:Jjasthan. 
i 

but npt in Ma1hya Pradesh. Howev~:-r, the unjn~~t_i.fi~:d 

! 
increase in price difference during 1983-84 in both these 

i 
st atejs cannot be explained in terms of rro~1uct Jon factors 

I 
becauFe during the eighti~s product ion had mor."' or le~s 

i. 
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i 
stabiltsed and neither the years preceding nor succeeding 

1983-84 could be deemed to be bad in terms of production. 

I 
Only ip Madhya Pradesh we find in fact, that after 1977-78, I . 
there was not even a single year when price dHf~=>n=·nces 

I 

I 
exceedfed normal carrying costs. The eightil?~ were rel·a-

tively!trouble-free in this sense, in MadhyFl Pr;~d.esh. 'T'he 
I 
I 

troubled years which were common to -:.111 thF.> thrF.'c st-ate~. 

stand 1ut as 1%3-64, 1973-74 and 

explan4tion for the sixties could 

1977-7 8. :>Jhile the 

be corroborated by pro-
I 

ductio~ fluctuations (severe dips in fact), the E'xplana-
1 

tion f~r the all-round bad years 1973-74 does not lie only 

in pro4uction shortf.alls. 

1. 
~urning to the closely-related states for gram, viz. 

U.P. and Rajasthan we find that a number of years viz~ 
I 

1963-6~, 1964-65, 1966-67, 1972-73, 1977-78, 1980-81 arrl 

198 3-81 di st inctl y stand out as bad years in terms of high 

price 4ifferences as well as high levels of c."· in both 

these states. The price fluctuations of the sixties can 
I 

be largbly explained with reference to production short-

falls but not the price fluctuations of 'the seventies. 
I 

During the two years of the eighties when price differences 
\ 

per sis~ed beyorrl normal carrying costs only the abnormal 
I 

price <thange during the year 1980-81 can, to some small 
i 
! ' • 

extent) be attr1buted to a fall in gram production during 
i 
i 

the pr~ceding year but not thereafter. Looking at graphs 

I 
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VII--b rnd VIl-e as well, one would not f-=oel inst<'Jntly 

inclinr to state that the government policy has bP.en 

much o a success for pulses such as gram for th~ st ;~tes 
- I 

of U.Po. and Rajasthan, though surprisingly, an oU!"'rwise 
i 

backwa~d state !.ike Madhya Pradesh relatively scores over 

the other two states, for this particular crop. 

Let us now turn to our final adjunct to the above 
i 

analysis, in terms of the second de<;_JTPE· polynomi.:od. 
j 
i 

Table VII-A: Additional Information on c. u. for r:;ram: 
i J:.§.!}m~ted_ Po lyn~i al J.Y~a +bT -v.::T 2) ____ _ 

-----~----------------------------------------------

b Coeffi ic ient 

c Coef:flicient 
I 

I 
ReversJ;bility 
point ~= 12.__) . 2c 

Madhya 
Pradesh 

+0. 1556 88 

-0.00088 

logically 
and stati-
stically 
absurd 

-tD • ~ l 5 ~) 1 3 

-0.00853 

13.7 9 

-----------------------------------
i 

+D.'I!"?.1R 

-0. rn6 n7 

28.7 5 

Surprisingly this adHtional exerc:ise, th~=> U"sults 
I 
I 

of whioh are t·abulated in VII-A does not yjl?.ld satisfactory 
I 
I 

result~ for .Maihya Pradesh and Rajc?.sthan. In U.F. the year 
i 

of reV.e,rsal of c. v. frcm a positive to a negati_ve trPnd 
1 
I 

occurs ·around the 14th ye~r i.e. 1Q6G-70. Tn Rrij,-,,..than, 

the reviersal is too late to be of any meaninq for our 
I 

analysi's. 

Ijn a nutshell, even this verifice1tion ex~"rcis<=> does 
i 

not lerrl any concrete supPort to our hypot·h""sis as l1 has 
i 
! 
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done fof the crops considered prt?viously. Theref:orP i~-
1 

may be reasonable to state for the time being, that gram 

has beer one of the crops faced with the lowest relative 

success[ of government policy. 
! 
i 

0 ilseed!s: Ground nut -------r-----------
1 

G.roundnut was amongst the crops which entered the 
! 

purview of APC during the late sixties, viz. 1967-6Bo 
I 

For th~ purpose of this analysis, we have dealt only with 
I 

the two states of Guj arat and Andhra Pr~esh. In Tamil 
' 

Nadu i~ was found that there· were thr·~e harvests 1.r.~ith 
i 

regularly substantial mar'ket arrivals of groundnut thr0uqh, ' 

i 
out the years and almost six months of peak markr;t in g. 

I . 

It would not have lent itself to a neat intra-YPi.'lL" per:-io-
1 

disatiJn scherre of the kind attempte::l by us. Therr~fore it 
I 
I 

was deq:ided to drop the third state and unJ~rt al<:P ;:m .1l ysi s 

only for the two highest producing states only. :.mile the 
I 

peak mkrketing quarter (Q
1

) for Guj:=1rat .ts Octob0>:"-Nove'11b"'r-
l 

December, it is November-December: and Janu:~ry for Andhra 
I 

Pradesr· The bJo centres taken ar~ Raj}:ot and N;:m:lyal 

re spec~ ively. 
:I ., 
Tables VIII-a and VIII-b and the cocrespon::-linq graqhs 

for gr?undnut Gujarat and Ardhra Pra:lesh respectively shovt 

a rather neat and similar: pattern without too many compli
i 

catior)s. Prior to the beginning of the seventi~s, th,.,r:e 
~ 

are b~o-three years in both states, which register pricP. 
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Table VI II- a: WHOLESA_LE PRICE ANAL·VS IS CROP ~:~ROUNONUT STATE GUJRAT 
--------------------------------------------------------------------------------------------------VEAR OTR1 OTR2 CTR3 CTR4 % CHANGE HAX PRICE NO. OF % PER 

PER HNTH DIFF % HNTHS MONTH 
NORMAL COEFF OF 
C. COST VARIATION 

-------------------~------------------------------------------------------------------------------1956-57 44.09 
1957-58 47.33 
1958-59 48.00 
1959-60 52.83 
1960-61 63.97 
1961-62 66.40 
1 9 6 2:. 6'3 ----·- 6 ·a-. 0 0 
1963-64 64.12 
1964-65 74.08 
1965-66 97.55 
1966-67 125.17 
1967-68 111.25 
1968-69 119.17 
1969-70 127.17 
1970-71 132.00 
1971-72 133.75 
1972-73 176.67 
1973-74 224.58 
1974-75 244.58 
1975-76 165.40 
1976-77 170.32 
1'377-78 240.73 
1'378-79 247.33 
1979-80 284.33 
1980-81 381.25 
1981-82 381.25 
1982-83 401.08 
1983-84 423.33 
1984-85 451.25 

48.78 
45.53 
52. 10 
62.32 
78.42 
70.25 

54. 17 
47.99 
58.89 
6 4. 16 
82.62 

63:26····--· 
68.22 
69.60 
84.67 73.33 

83.00 
96.33 

151.13 
9 6. 13 

126.87 
156.67 
144.20 
134.75 
215.00 
246.87 
230.83 
139.40 
217.72 
266.03 
249.45 
325.33 
3 81. 25 
398.75 
380.50 
494.17 
455.00 

87.00 
99.83 

152.55 
90.32 

140.00 
162.95 
132.25 
132.58 
249.17 
273.53 
228.75 
174.20 
286.67 
252.28 
276.08 
311.88 
381.25 
359.58 
396.08 
535.83 
437.25 

51.35 1.83 
56.93 2.25 
58.27 2.38 
63.21 2.18 
80.42 2.86 
70.00 0.60 

---s-a~ t-s-·------r:s i- --
77.25 2.27 
9 7. 33 3. 4 9· 

111.33 1.57 
'113.33 -1.05 
111.88 0.06 
149.17 2.80 
166.25 3.41 
136.87 0.41 
152.92 1.59 
259.17 5.19 
295. 92 3 .. 53 
204.25 -1.83 
192.28 1.81 
219.58 3.21 
211.25 -1.36 
348.92 4.56 
329.77 1.78 
381.25 0.00 
377.92 -0.10 
459.17 1.61 
492.50 1.82 
468.33 0.42 

22.85 6.00 3.81 3.00 8.31 
20.28 9.00 2.25 3.00 9.29 
22.68 6.00 3.78 3.00 9.24 
21.45 6.00 3.58 3.00 9.07 
29.15 6.00 4.86 3.00 10.25 

5.80 3.00 1.93 3.00 2.73 - i-s·~--~f9- --·- -- -·g_·o-c( -·---- 2 ~-67 ·" - ---3:·ira·-----·--·---r:1ro __ _ 
32.04 6.00 5.34 3.00 12.25 
31.38 9.00 3.49 3.00 10.51 
14.13. 9.00 1.57 3.00 6.15 
21.88 6.00 3.65 3.00 13.00 

0.57 9.00 0.06 3.00 12.77 
25.17 9.00 2.80 3.00 9.75 
30.73 9.00 3.41 . 3.00 12.07 

9.24 3.00 3.08 3.00 4.87 
14.33 9.00 1.59 3.00 6.59 
46.70 9.00 5.19 3.00 16.65 
31.76 9.00 3.53 3.00 10.76 
-5.62 3.00 -1.87 3.75. 11.75 
16.25 9.00 1.81 3.75 13.22 
68.31 6.00 11.39 3.75 19.73 
10.51 3.00 3.50 3.75 1~.29 
41.07 9.00 4.56 3.75 16.93 
15.98 9.00 1.78 3.75 7.59 
0.00 3.00 0.00 3.75 0.00 
4.59 3.00 1.53 3.75 4.32 

14.48 9.00 1.61 3.75 9.47 
26.57 6.00 4.43 3.75 10.56 

3.79 9.00 0.42 3.75 4.07 
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T~l~ ~II-b: ~HOLESALE PRICE ANALYSIS CROP GRONNDNUT STATE ANDHRA PRADESH <NANDYAL) 
---------------------------------------------------------------------------------------------~----

YEAR OTR1 

1956-57 66.42 
-1 9 57--58 -·-- ·-6-3-.- 9-6-
1958-59 66.42 
1'360-61 66.37 
1961-62 67.39 
1962-63 60.00 
1963-64 66.21 
1964-65 87.50 
1'365-66 11'3.75 
1966-67. 147.50 
1967-68 107.83 
1968-6'3 113.17 
1970-71 164.00 
1971-72 132.Si2 
1'372-73 185.57 
1973-74 259.CO 
1974-75 265.83 
1. 9 7 5 - 7 6 1 6 4 . 1 7 
1976-77 250.83 
1977-78 175.00 
1'378-79 191.57 
197'?-80 275.83 
1980-81 356.57 
1'381-82 395.00 
1'382-83 3'35.80 
1'38:=-84 412.50 
1'?.84-85 471.57 

QTR2 QTR3 

66.09 67.20 
---58.· 3 9 ---------- &5 . 52 

73.22 78.24 
72.83 78.50 
66.67 64.59 
58.23 67.54 
75.21 88.33 
86.25 94.58 

134.50 163.17 
163.33 140.23 
92.92 89.17 

123.90 160.78 
146.67 139.58 
130.00 140.83 
226.17 296.33 
273.33 281.67 
247.50 230.83 
140.83 175.00 
290.00 314.50 
240.33 216.85 
201.67 246.57 
295.83 320.67 
396.67 432.50 
367.50 400.00 
389.33 425.83 
428.33 487.50 
430.00 435.00 

QTR4 % CHANGE MAX PRICE NO. OF % PER NORMAL COEFF OF 
PER MNTH DIFF % MNTHS MONTH C. COST VARIATION 

63.44 -0.50 1.17 6.00 
7 0.-=.2 1 -------1--;---89---- --·-- .g .-7-?·-- ---· .g -;-·Q-0· 

72.55 1.03 17.80 6.00 
67.71 0.22 18.28 6.00 
68.12 0.12 1.09 9.00 
69.58 1.77 15.97 9.00 
90.00 3.99 35.93 9.00 

109.58 2.80 25.24 9.00 
152.50 3.04 36.26 6.00 
115.67 -2.40 10.73 3.00 
132.98 2.59 23.32 9.00 
165.11 5.10 45.90 9.00 
141.67 -1·.51 -10.57 3.00 
165.42 2.72 24.45 9.00 
283.00 5.82 59.61 6.00 
280.00 0.90 8.75 6.00 
209.17 -2.37 -6.90 3.00 
245.83 5.53 49.75 9.00 
282.50 1.40 25.38 6.00 
220.00 2.85 37.33 3.00 
295.83 6.04 54.35 9.00 
301.67 1.04 16.25 6.00 
383.33 0.83 21.26 6.00 
392.50 -0.07 1.27 6.00 
458.33 1.78 16.03 9.00 
483.33 1.91 18.18 6.00 
449.17 -0.53 -4.77 9.00 

0. 19 
--------- 1 . 0 9-----

2.97 
3.05 
0. 1 2 
1. 7 7 
3.99 
2.80 
6.04 
3.58 
2.59 
5. 1 0 

-3.52 
2.72 
9.93 
1. 4 6 

-2.30 
5.53 
4.23 

1 2. 4 4 
6.04 
2. 7 1 
3.54 
0. 2 1 
1.78 
3.03 

-0.53 

3.00 8.84 
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beyond the riormal carrying costs. There;:~ftPr, 

the years 

starrl lout 

by no~mal 

197 2-73 and 1978-79 are the only two years which 

wi·th price differences above the level justified 

carrying costs. The level of groundnut produc-

tion, it may be mentioned, declined by ov~r 77 p~=>r cent' 

from li971-7 2 to 197 2-73 in Gujarat and by a some,vhat 

lEisser;) amount in .An::lhra Pr a1esh as we 11. TherPafter, 

however, there .were no sue h jerks in terms of pro·'l uct ion. 

After that, the percenta<Je changes in prices pE>r month 

fall t;o substantially lo.-1 levels, with the c.v. also fFllling 

and i~ fact maintaining a very low flur.tuation from ye;'lr 
i 

to ye a:,r. It does appear that the success of govecnment 

I 
policy: in case of oilseeds like gretmdnut has finally come 

I 
of age: arrl hopefully wilt stay on. 

; 

; 

rr'he graph:· VIII-a for Guj 3rat shows th<:'tt the c. V. 
! 
I 

touche!s zero level during b'le 25th year. This \"'as in fact 
i 

due tol the same aver age price being taken throuqhout due 

to absence of data. As 'between the 17th and 23rd year, 
i 

the C.;V. reached the highest peaks in both the stt=ltes 
I 

with al much sharper amplitude (of ups and do~r111s) in Anj hra 
i 

Prades~. In fact simply on visual inspection, one can 
! 
I 

discern an inverted V- shape of the graphical tr~nd of the 

' . c. v. ~et us therefore confirm whether in.iP.ed and if so, 
I 
I 

when ~reversal of variability occurrei by ref=rring to 

the re1sul ts tabula ted. in t al)le VI II-!\ as f oll o1,1S • 
i 
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Table/' VIII-A: Aiiit1onal Information on c.v. for Sround-
EE! :-"Est1m.atect ~o1wom}ai~J~::=a-f!?_:.FKf11 __ _ 

___ j ________ . ______________________ ----
1 

I 
Guj arat ,tmc'l hra 

Pr a'lPs h 
---J----------------------·----·--------

i 
b Coef tic ient 

i 
I 

c coet f ic ient 
I 

Reverk ibility 
• I Po .1nt j ( _ .2_) 

! - 2c 
i 

+0.62034 2 +0.7S1476 

-0.02007 -O.O~P98 

15.14 13.01 

----~-----------------------·---- --·---- ----
: 

jThe above table clt::!arly brings out thP filci.: th 0 t 

not ortly was there a distinct rE>vf?~-~al of th~ P-•1!:-lJt:>r trr~nJ 
i 

of an: incr.easing price variabilit·.; to a ~Hrninjr;ldJrJ v,-:,r-ia-

bility, but the tendency was stat.i.stically vpry •n1wh st:r.on'lP 
i 

and significant. t-1oreov~r, the reversal appear~ to ha·,;e 

occurted at a point of time, which is lo•Ji.cally consistPnt 
I 

with our: analysis, the 13th year (]958-69) in case of 
I 

Andhr~ PraJ.esh.and around the 15th year (i.e. 1q70-71) in 
! 

case 6£ Gujarat. Thus this is an ad:iel confirmatton of 
I . 

our h~r)()theses regard inq the ef fecti ven"'s:> of govr.:.cnrnen·t 

intervention in being successful in rev~?rsing the trend 
I 

of in¢reasing month-to-month variability of groundnut 

price~ and also controlling price J.iffer~nces\ ,.,, 1 thin 

permi~sible limits. The c.v. takes on tho shape of an 
I 

inver~ed V in both states, ·'(.lith reversal occurring soon 
'! 

after government intervention. 
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In this section,· therefore the repr~s~nt .1t ive 

caseJ of pulses viz. gram and of oilseeds viz. groundnut 
I 

reprJsent clear contrasts in terms of the sur.C"essfulnes;, 
I, 
I 

of gqvernment policy with reference to our hypothPsis. 
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Section IV : C:Ol'J..!1ER CIAL ffiOPS: CO'l''l'ON AND .TU1'8 
l 

I 
:r!n this final section, v.:e deal \-.Jith the h1o rno~.;t 

I 
importc~nt non-food commercial crop~, viz. cotton ;:me-l jute. 

I 
Since ~he behaviour of prices of these cornmodHiE::- is, to 

l 

a large extent, influenced by the degree o:' di:=w~?r-:;ion in 
I 

their Broduct ion across regions; the severity of se.:.~sonolity 

in their output; and by the nature and pattern of final 
I 

demand itor these commodities, it would b'? n:levunt under
! 

take a !brief description of such aspects 1.-vhich have a signi
. I 

ficant jbearing on the successful implementation of price 
I 

policy ;for cotton and jute. 
! 

At the outset we must state that, in Tn'.li<~, co+ton 
i 
i 

is grol/fn in almost all the states, 1:-ut it is the v-1estt:::rn 

region,, comprising the states of Gujarat, t·1a::1hyF~ rr:c1rJesh 
i 

and Ma~arashtra, that accounts for about 45 p<:r cP.nt of 
I 

the prq:::lucticn of cotton 5 in Indir3. In the nor-th,,,,est, 
i 

the states of Punjab, Haryana and Rajasthi'ln prpc1cminate, 
j 

while ~n the southern region, cotton is primarily grovm 
i ' 

in the J states of Andhr a Pradesh, Karn at aka and Tamil N aC!u. 
I • 

These tl.hree states together account for 2?..6 per cent of 

the area under cotton and for 27.4 per cr-nt of I. pro:::lucticn 
I 6 

in 1984-85. It is only in the eastern r r -J ion thi"lt cot: ton 

is not grown on an extensive scale. ~hus we seE' that in 

sharp clontrast to jute, the production o£ cotton is 
I 
I 

il 
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' 
geog~aphically well dispersed. 

At the very outset, we must state a major limitation 
i 

faced] by us with reference to the availability of monthly 
! 

i 
whole:sale price data for cotton, 

I 
in the western and north-western 

i 

for the state::; f."lllinq 

reqion s. Alrno .-: i· through-

out the three-decade period tal<:en by us, pr;::lct·ir?l ly for 
I 

I 
each 1year, the open-market prices for cotton VJ"'r"' not. 

I 
availiable for about six-~.even months or ev~=>n morP, for 

I 
most lof the major-producing states. 

I 
' 

! ~'/e >·JerP thus obliged to leave the state~ which v.erP 

1 
the most important fron the point of vie·<'~ of rot1on pro:-1tw-

i 
tion :and settle for Andhra Pradesh an::l K;3rnatr1Ka, as the 

t.No r!epresentative states for this crop. ~'/hi l"" "'"' ar.n 

aware: of the fF~ct that this will render our anAl v~·J;. for. 

cot to~ not as truly representative of ~r.rh<:>t mirJh t h.lVP 

! 
emerged had we taken the most important pro:'lucin--1 c::t;:.tes, 

i 
our-n;on-resolvable constraint was th.::Jt cotton st.;:t.ist.ics 

beingi treated as confidential, arP no+- puhlishP<1 for all 
I 

i 
the mpnths of a year much less given out to rPsenrch 

I 
schoh3rs. vie only had to rest content v;U-h wh-=1t ~r.ras 

i 
avail able. 

I 

j .7\lmost all varieties of cotton arc: qro1..m in TwlL"l, 
i 
i 

with ithe south<?rn states produc:inq ~!redc-..ninantl }' lon') and 
I 

extrallong staplP cotton, though the vJestern rP')ion 

produ,ces morP long-staple cotton than el5evJhero. I,1orc-ovc.r, 

;I . 1 , . . t -1 , • i . 1 cottoh ls large y grown liD:::lE't:" un.1rr lCJFl c:·rj cor.·, 1 -1_()r.[; Jl=~c.'1 U -:-0 
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l 
only aJPout 27 per cent of the area un::ler c:o+-t on J.~.; irr iqatr 1. 

I 
I 

It is, )therefore, not_ surprising that y;i.eld per hPct:are of 

cottonf displays large inter-year variations, 

The cotton sowing, harvestinq and peal<. marh:tinq 
! 

Season!varies from state to state. In the ;,outhe-r-n rc~'J:lon, 
I 

the he~viest arrivals of cotton range from Janu;:Jry to ,Tune. 
! 

For An1hra Pradesh, cur first,quarter (Q
1

) occurs from 
i 

January to March, and in Karnataka, from Harch to !'lay. 
! 

Ai oni was the only centre avail ablF for l-JYi hr a F'r ci1e sh 
I 

i 
while for Karnataka, Hubli had thP most continuous t i.me-

! 
seriesjdata available. It may be noteCJ i-h,.t sJrwn i'lt the 

' 
all-In!ia level, the arrivals of cotton are we) l-ii ~nPrsr.:>d 

I 
ovPr a1fairly long period from October to Arril, th~ 

i 
preble~ of seasonality is not as acute in the c~se of 

cottonlas it is in othPr agricultural commo:Hd.e~. 
I 

The demand for cotton origin ;:,te c:. from threP :.c~urres: 

spinnirhg mills, weaving mills and exports. It is the mill 
I 

sector· which accounts for about 90 per cent of the d Pm;::,nd 

for cotton in the country. The demand by mills i~-' clr.:>rivPd 
I 

fr em that for yarn and cot ton fabrics. As regards export 
I 

of cottcn, it is regulated by the governnent ard only in 
I. 

years 9£ excess supply is any signif ic<-'nt .-,rnoun\ or cxnort 

undertaken. Moreover, only short-staplP. cotton, for which 
I 

there is not much domestic demand, has ber-n exportt:>d by 

I India <Dn a regular basis. The distribution of -ler1;:md is 

I 
I 
! 

:I 
'! 
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not confined to any specific region because the dis·tribution 

of installed capacity is welJ dispersed all over t·he country. 
\ 

we know that, next to cotton, jute is the cheapest 

and most important of textile fibres. Unlike cotton, the 

harvesting of jute is done during the same period,~ in almost 

all states. The majority of jute· cultivators an~ small and 

.. arginal farmers who do not have sufficient storage to hold 

the stocks for long. 'Iheref ore, a 1 arge part of the jute 

gets disposed of as soon as it is ready for sale and one 

can expect to find the heaviest market arrivals taking place 

during September-November. 

In our analysis, v-Je have taken the one major jute-

producing state viz. west Bengal which accounts for well 

over half of the all-India production of jute. The next 

two states, Bihar· and Assam which follov.r way behind West 

Bengal in terms of the proportion of all-India production, 
' 

did not offer continuous wholesale price data for=any centre. 

The statistics were largely not available; or were scattered 

irregularly. Therefore, our only choice for jute~ was the 

predominant producer, west Bengal (Calcutta). The peak 

marketing Quarter (Q
1

) was taken as August-September

October. 

As regards the sources of demand for raw jute, they 

are: (i) jute mills; {ii) villages in jute-growing· areas; 

·and (iii) exports. Like cotton, the jute-:.mills in India 
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are the biggest consumers of jute produced>in the co-untry. 

During 1983-84, nec.rly 97 per cent of total jute production 

was consumed by jute mills. 7 However, unlike that·for 

cotton, the demand for jute is highly localized since jute 

mills are all concentrated in and around Calcutta only, 

with very little spinning capacity in other states.t The 

export demand for jute fluctuations in response to the 

production con:Htions in other jute-<r-owing countries ar.d 

other factors such as the development of substitutes for 

jute in countrie:s abroad. 

Finally, it is also well recognised that an e:fficient 

market structure can play an important role in the 'fimple

mentation of price policy for agricultural. commodities. 

Therefore, we should also briefly mention about the type of 

marketing systems prevalent for cotton and: jute before 

analyzing vJhy the implementation was more successful in 

some cases and less in others. 

t-1ost of the major cotton-growing tracts in the country, 

are covered by regulated markets, where the prices are fixed 

by auction. In areas not covered by regulated markets, 

prices are settled through negotiations which may }be "open" 

or "secret "· The financing of cotton ·is done by local 

merchants, by agents of firms in Bombay and by banking 

institutions. In the marketing of cotton, co-operatives 

play an import ant role, particularly in the southern states 

that we have chosen. 
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With a vie...¥ to "disciplining" cotton prices and 

ensuring equitable distribution among different manufac

turing units, the Cotton Corporation of India (CCI) was 

set up in July 1978.
8 Initially, the CCI was to undertake 

the import of cotton; the purchase and sale of comestic 

cotton was to follow. Since 1978, an enlarged role has 

be<:cr> assigncJ to the CCI in the domestic market too. 

After that, the .jute Corporation of,India (J'CI) was 

estab1ished in 1971 as a central agency for under.taking ~~s-e.s· 

of r av~ jute at the minimum support prices. 

Let us now turn to our results. Table IX-a and IX-b 

portray the picture for cotton and X for jute (along with 

thE: corresponding graphs). we find that there ar:e hardly 

any instances when price differences exceeded the< normal 

carrying costs during the entire perio::l, )in .~dhr:a Pra::lesh 

except for the years 1970-71, and 1976-77. It may be 

noted from table IX- a that the years 197 91-80, 1980-81 and 

1981-82 have been deleted from our calcurations due to non-

availability of data. Therefore in the graph IX-a c.v . . 
touches the x-axis at these three time po.ints. The f luc-

tuations in wholesale monthly prices continue almost through-

out, reaching the highest magnitudes during the late seven-

ties. The amplitude of variability from. year-to-year 

seems to be on the decline though. In Karnataka ~:{table 

IX-b) however, the magnitudes of price di~ferences are 
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relatively wider :han in Andhra Pradesh. During 1%6-67 

the percentage price change per month recorded in fact, 

a level as high as 13.12 p=r cent as against the normal 

carrying cost of just 3 per cent. During this year, while 

th.e o1-price was Rs.92.25, ·the price reached an average of 

Rs. 201.17 for o4 (the. lea.'1 quarter) displaying a difference 

of Rs.l09.45 in just one year. No doubt the c.v. reache:::1 

its peak of 33.97 during this very year. A glance at graph 

IX-b visually verifies this. 

Apart from this, the seventies were regularly punc

tuated by years recording considerable price differences 

per month as against the permissible limits borne out by 

carrying costs. Apart from such years· the tendency for 

high monthly price changes appears to get toned dm.,rn ovel

time and during the eighties considerably low ma<;:111itu.-:3.es 

of such differences were recorded (with the exce,)tion of 

1980-81). 

Let us now turn to the results of the second degree 

polynomial fitted as a complementary step in this analysis. 

These are in table IX-A. 

From the below table, it is evident that our exercise 

in curve fitting does indeed yield a clearly inverted V

shaped curve for the c.v. over time, with reversal taking 

place during the 15th year in Karnataka (1969-70) and a 

little later during the 18th year in And. hra Pradesh. It may 
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--------------------------------------------~--------
Andhra 
Pradesh 

Karnataka 

--------------~----------~--------------------------
b Coefficient + o. 4 315 os -+0. 7 988 as · 

c Coefficient -0.01190 -0.02674 

, ~eversibility Point (= tc> 
--------------------------------
be mentioned. in this context that cotton entered the purview 

• - T 

_· -\,-~-'-bt.'AP·d~au.rd.ri~·;:~ti~:-ye:~r:- >1965-66 ~- ·rt: iis reasonable ·enough to · 

conclude, therefore, that the government policy di...i encom-, 

pass some degree of success for co.tton. If this is a reaso

nable indicator of the -government's success- perhaps it may 

not be inaccurate to conjecture that if government policy 

has been somewhat of a success in the southern states it is-_ 

likely to have~been a greater success in the western and 

north-western major· producing states which could ·not be 

an·alysed ·somehow due to data problems. Overall, one may 

say that the government has achieved some degree of success 

vJ i th r:eferenc:;e to cotton in t~£-E..9E.!:~E!-2!..£gr___!lYE~~ 

as far as curtailment of inter-month price. fluctuations is 

concerned. _ 

Finally coming to jute 1 we find from Table X that 

-all the years when percentage changes j_n prices per month 

exceeded the normal ca::-rying costs, were concentrated during 
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1968-69 · -t'73.'.2s· 161.08· 179.33. ··'19?.oo ..:t.s2,,/ ta~·7l' · · ·.'CJ.o.o · ·;F1.'~'52 .3·.oo ··<10.22 
_19.£.9-.?.o. :a·2·La-a-- .1?'2.75. · 162.75 195.~42 ....... 1.32: · -11.9.,1 · · > 9.oo:. · ~i-.-32 · .. 3~00, .- ··13.30 
"l7o·-7t .· 23·2.5o 221.so .. 238.so ·.~301.42: -~·.·: 3·.29 :.: ·:-29•64. · :9.oo · :,3:1.29: .·• a.oo.·· .. ,, .·1:4.40 

':3'71-72 '237.'67 244~67- .... 251.25-' '236.25 .:' •0.0?·:'~:: ,: 5;.72·-· ·,. 3.",00'~· .. ··~1:.91 3.00 . 9'.57. 
97~-73. -,.189·~.25 ... 183.83". 20.a.83 -- 238~:75 2.91.· - 26.16- ( 9.00'-. :';-2:.9~ . ·. 3~00 1·3.90 
373-7.4 236._2.5 2:to •. oo .'269.oo 339.67 4 .• 86< ·._43:~.77·-·-·· 9~00· ~4-~G, .. ··-_:.3:-oo· .. ;:.:_: __ · •. ·.·.·.l1·.~~·· .• ·.;~ ...... ~ .. 

. J7.4:-75 396.'67 <·'.357.33 ... 37.4.67 .· 327.;·00 ·-1.95 .. -5~.55 . :6 •. 00.: 1 -O:.•S:2~··;_:~.·3.75' . ..;;. 
~975~_76, 265.33. ·· 244.:3a :: · 251.67.· .. 256~:33 · · -·,o~3e· .: ; ··~3~a9· · <9.";oo· :.a: as . · 3·.75 · ·,·. 4.75 
1~376-77 '.306'.00. '312 .. 67' '. 493 .. 17 496.67. 6.92:··~~-- 62.31 .. _''9.00 . _.6.:.92. 3.75 . :.-2.4~87\· 
t977-7e· 445.33-- 35.6.67. .. _:396.00 .. ·315 •. 67 ...... a~2.4 .. J.'-:tl.oa-: ·6.-o.o::t ... -::.t~·es. _ -3.75_ ,. 17.'72 
· s 7 a .:.. 7 9 · 2 9 s • G 7 1 8 s ~ 3 3 2 3 o ~ 6 7 . · 2 3 e . 6 7 - 2 • 2 3 • · ·- 2 o • o 9 , . 9 • o o. , ':'" 2 • 2 a~ 3 ~ 7 s - . ·: 2 1 ~ · 9 3 ~ 
:.'3'?9rtJU .2-.u .. (;i. 244.33 296.33 280 •. 33- 1.83'' ·.23.09 : ·6.00 ·· ;-a.as 3.75 10-.'17 · 
1seo-a1 273.;00 2at.'oo ·282 •. ob .412~o·o· 5.6G.· . .-:so.92 ,·9.·oo~·-·.·:s.66 3~75.· 20.13,. 
1~'381-82 504.00·.·, 500'.33 49c;I.OO .· ·436~.67', -1'.48 .. >-0 .• 7.3 ., ··-3.00' ---· ·.;-:-0.'24 3~75 .. "6.82 
1':'82-83 269~3~i · 391.33. 417.00 303.50 --· 1.41 . '54·.·83 6.00 · . .-9.1,4 f3.75 ERR, 
'·f33-a4 . 435.33 3"20.6.7 4os.oo 515 .. oo 2.o3 · 18.30 9.oo· 2.o3 . 3.75. ·.·. ra.~A?-
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the sixties. Jute came under APC's purview- in 1966-67. 

As the government policy started having an ~~pact, ·-we 

find the magnitudes of price changes -becoming. very 16~-

indeed. In fact over the entire temporal stretch· between 

196 9-70. and 1981-82 we find not only very low levels of 

price differences in relation to normal carrying costs: 

but also very low leyels of intra-year variability as 

borne out by the c. v. with very little fluctuation from 

·year-to-year. The last three years of the analy$is dis-

rupted this otherwise continuously smooth pattern parti-

-c .iJl ar 1 y··th~. :ye ~F 'i 98 3294 --_ when- -prJ. ce· d;it:f~t-~~ce ::·sh~~f~&J1~~o. :>. 

10.47. per cent per month as against the permissible limit 

of 3. 75 per cent~ arrl c. v. touched an all time peak of 

29 .. 83. This 'is so much discernible in graph X. During 

this year, the <:ilisolute price difference between the peak 

and lean qu?r'ters <o1 and o4 respectively) was almost 

Rs., 300 with the o4 price touching 615.00 and then continuing 

higher during the first quarter of the following year 1984-

85 CPs. 780.00 was the mean ·price of o1 during 1984-85) 

touching Rs. 933.00 during o2 falling to Rs. 848 and then 

Rs. 555 during the·· third and fourth quarters, and so on. 

This -seems to have been an exceptional price boom over 

this two year phase·, which, in subsequent years, appeared 

to be settling down anyway. 

Incidentally, it n:~y be mentioned here, that although 
. I 

jute production did. decline relatively during the year 

19f;2-83, ·the decline wae. aroi.md 16 per cent or so frc;n 
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Table .X:. WHOLESALE PRICE ANALYSIS CROP JUTE STATE WEST BENGAL (CALCUTTA) . -}; 
·--- ~--- --·- ~- .. _------ ..... - ;_- __ . __ ._ -- --:·.---- -;--- -- -·- --~..:.- ;--·-~-- ~-~-- ~- ~.-..:..~_-,- -:-- _;_~--- -'- ~ :._ -·- ~ ~:- ~~-- ~ ~--_._ __ -- -~--- ~.- ~-~-:"'-:-' ~ ·-~· ..... "'·~ .... -

YEAR Cl T R 1 · llT R 2 . . ' · Q T R 3 Cl T R 4 % ; CHANGE . t1 A X ' P R ICE N .0. ~0 F ··. % ·PER. . N 0 R MAL . , C 0 E F F L1 F 
.>.· ·: ;' . " . PER HNTH :·OIF,F. x.:· ,-·~ .. :·MN"fHS· .. !10NTH .. , .. C •.. COST VARifiT1DN 

, •. • . ' • . F ' •' • ··.' • ': ' ' : • ~ , ·'t ' : ' , , .. , ., . ' . , . . . , ~ 5 ~ = ;; - -,,--~~·~-5 ~~--.·~· -~; ~0;-:-:-:-;; ~·~ ~---- ~; ~ ;0 ~-- ~-0; 0 0 ~~ .. -- ~; ;~ -··- ---:-:~~00::::- ~-;-·.J: ~·~ ;- ~.--:-.~ 3 ~ 0 6~~;:;·~: r: ~: ~0 ~ 
J'3S7-sa. 78.59 .. · 71.67 ··· · 66.53. . 68.32 ·-· .· -1.45 · .. -8.81 - 3.oo ~: '·'· ·:-:;~>\.$. "··· · 3.·oo · 6.89 .· 
1 SJ 5 B- s s 6 3. 4 1 . · . .57. 3 8 · , s 5. 8 2 · s 9 ~ 8 4 - o·. 6 3 ·· · ~ 5. 6 3 9·. o o.,· ·. <· .:: o. _ .. :1 a. o:o · s. 7Ei · 
1 :1 ~ s- 6 o 6 2 ~ o .7 .. ·. · 7 9 • . 7 r· · · .. 8 8. 4 1 11 2 . 9 7 ·, 9 • 1 1 .. · 8 2. o 1 · 9. o o · · -. ' : 9~.· 1 1 · 3 .• ·a o · ··· .. 2 4 : 2 s v 

l'Jf,0-61 121.98 . .-146.02 ·_".~62.·04 ... 138 •. 20. 1.49 32.95 6.oo ··.5.49 · 3:oo l2~86 
1 9 s 1 - 6 2 sa .. a 6 · a o • a 2. ' 7 7 . 2 s a o • 3 8 .· · - 1 • o 6 - 9 • o s · 3 • o o ... 3 •·. o 2 a • o o s • sa 
1'362-63 79.04 · .. 73.24·<' 7~i.02 .··. 73.23: -0.82- · -~5~09.: _ ·.·6.o.o .· ~;.,.o.as · a.oo .; •LOt 
19G3~64. :?9 .• 4.o· ao .• .a7··.·83.06 •. es .• 4o .. o.e3·} ·· 7 . .;;47 ·,- .. /.·9:.oo:. ·,f,o·~a~·., .·. 3~.oo -·~. a .• 43 
1 9 6 4- s s 1 o 4 • 9 4 ' · s 5 • 1 1 . ·. 1 o 6 • 7 1 . 1 2 o • 9 9 · : 1·. 7 o , , t·S • ~ro • · 9 • o o . : 1·. 7 o ... < . a • o o , 1 1 • o s 
1965~66 :1.16~:35 .. :139.33''·167.'45 176~49 .. '.•5 .• 46 ~-49.12' . 9.00~ -. /5.46 ... ·. s .. oo'-• 1~.04 
1956-67 135 •. 30 1.46.01 '138'.88. 119:23 . -·1~'3.2 ,' ._''7~92 • 3.00 .• '2'.•6'4 ,: 3.00 8~62 
1'JG7-68 ·1o~.~;;o 1oo.92 :·.· 11o'.G6.··. 131.9.1 · ·3.04 <:.· z7.aa ... · 9.·oo ·· ·3 ... 04' ·a.oo. 11.7B 
: ,.:,8-~69 16.1.:45 ·2o2.28'·.''194.G-s ~: . .187~75 .. · 1.35''-· 2o.·ad · '3'~_oo: :Et.:•3'3 ·· .... 3.0.Q · a~7B 
L· .• ?-70 · 121*91 .. 134.41'·:. 1aa.·43· 159.40 3.42. 30.76· .. 9.0·0 ... · a.:.42 3 •... oo to.e? 
1 ''0-71 .158 .• 08 ... 140.23 145 .. 57 159~86 0.13.·.· ·:·1.13 '> 9.00' '-.' ··0.·13 .. · .3.00 6.50 
1·_:?1-72 • 151.79 ··."-141.55 .... 151.79 t60.3L 0-;.62 .. ·.,:'5~62 1 9~oo .. ,.-o-·.62 3.oo s .. as 
1972-73. 1'50~49 :. 1.G8.79· ·.17.9 •. 17 158.50. 0~59. tB~40 3.oo· . 6~ 13 3 •. 00. ·7.~t;;7 
1973-:-74 .. · 142,.-so; ·r35~7o:: .130~33 141.6:7 · ·-o.o6' ... <. ·~ ':"'o •. se·.·: 9.oo -o.os · 3.oo· 4_.68 
1 '3 7 -A - 7 ~ . !. "=' e ... P '? · · 1 GEL 6 7 · 1

: 1 6 8 • 6 7 1 7 5 • 6 7 - 0. 2 0 . . : - 1 • 7 7 . · 9 ..- 0 0 · . '"' 0 ·• :! 0 .· . . 3 • 7 5 ' · .· · · 3 • 8 0 . 
1 s 7 5-7 6 1 7 a ~. o o· . 1 a 1. 3 3 :· 2 o o . 6 7 1 s 7 • 6 7 · .. o • 6 o .~.. ··. 1 ? .. 7 3 6 • o o - · · ;, :, 2 ~ 1 2. · ::J • 7 5 · s • · 2 4 
1976:-77. 181 •. 00 ;'195.00 ·:·214.00 219~00 '• 2:.33. '20~99 9.00 :.· .. , :0::.33 3.75 7.93 
1977:-78 217.-33 . 221.00 .. 22s.oo.: •225.oo . o.39<·: ·~s.ss. G.o.o · o.s9 3.75 3.oa 
1'378:-79 211 .• 67 21s.oo 2it.67 .·:->·227.67 . 0~84'.· . 7.'56· '· 9 •. oo'. . o.a4 ·3.75 · ··4.26. 
1 9 7 9- eo · 2 2 o ~ 6 7 . 2 o 5 • 6 7 · 2 o o • o o . 2 o 3 • o o ". - o • a 9 . > ·.,.. 6 ·~ e o . · 3 • o o. · ·. · ~. ~ 2 • 2 7 · · . s • 1 s , 5 • o 9 · 
~ 9 e o- a1 2 o 9 ~ o o " . 2 1 1. 8 3 · ·· 2 1 7 • 5 o · . 2 2 s • o o . o ~ a s : · .. · 7 ~ 6 6. . · . • 'Sl ; o o . · o . a s - 3 . 7 s : · a . o £ · 
,J.Sl·-82 240 .• 00 :.~~4o.oo· 240·.oo 24·5.00 0~23-·.·:.: '·2.oa :9.·oo··.·,. 0~2:.3 3.·.75 1.72,.·: 
1982-B:SI. 244~5o· · ... 244.83' 2es.s7 .. 336.67. · 4. t'g~·:. ai.:'ia g~·oo ,> .:>,...t-9 ... a~··75 14~7?·"·· 
1'383·:.:.84'1: 316.67 . 34o.oo · 4oo.oo 61s.ao. · 10.47 9·4.2·1 9.oo · ·{o~4.7 · ·· .. 3~75 2'3.83/ 
1984·-sst ?Crt.oo · 933.33 · a4e~ss· 555.00 -3 .• 2·1 ,t9.G6 3.oo e..·ss 3.75. 2.0.-;';l ..... 
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year•s level - this may have had its share in 

causing price to shoot up, as seen above, but to what extent, 
. . 

it is difficult ·to say. It may also be mentioned that 

another critical factor that can affect the .effective.nes:~ 

of price-implementing agencies, is the availability of 

tran:>po!tation facilities. Most of the jute mills located 

in Calcutta have their agents operating in the upcoun try 
, 

·markets. If transport f acil it ies are inadequate, smooth 

movement of gooos from upcountry markets to main consurni ng 

centres can no• take place, and prices in upcountry. mar-kets 
.·' . . . 

other marketing infrastructure has improved in Calcutta 

as well as other jute-growing areas during the past few 

years, yet it is reported, that occasional transport bot·tle-

neck.s are still cQnmon. · India has been both an exporter 

and importer of raw jute and policies relating to the 

quantity and timing of imports etc. have also tended to 

influence the wholesale ~ices of jute accordingly. Thus 

a number of factors - both natural and man-made influence 

price behaviour of jute, perhaps much more so than in the 

case of food crops. It may not be in order, therefore, 

to attribute the .success on the price front entirely to 

government policy, as far as jute is concerned. The reality 

is indeed very complex in the ·case of this crop. 

To put the record straight, we have done the comple

mentary statistical exercise on curve fj.tting for jute as 
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well as a final conf innation of the degree of succe:-·~ of 

gov~·rnment policy in the context of controlling and rever-

sing price variability. The single result for jute, \~est 

Bengal is recorded in Table X-A below: 

Table X-A: Additional Information in c. V. for Jute: 
"Es tlma-ted -Polvnom i a 1(v~ +bT -t-eM _____ _ 
-------~-----------

----------------------------~-----------------------
west Bengal 

-------------------·-------,.----·--
b coefficient 

c Coefficient 

Reversibility 
Point. ( _ !2_ ) - 2c 

+().57 75 9.: 

-0.02810 

10.2E 

-----------------------~-------

The positive b coefficient and negative c coefficient 

bear testimonial to our assertion that after the govern-

ment intervened, the price variability of jute which was 

hitherto increasing made an about turr and f.tarted declin-

ing. The year of reversi·bility may be taken as 1965-66 or 

1966-67 - almost as soon as jute came under the purview of 

the APC. The last two exceptionally odd years which v.Tere 

completely off the long-term trend were eliminated and the 

regression output was re-run after which we got this result. 

Thus in our context we may definitely concede partial success 

to government policy for jute, with scope for further im')rove-

ment, over the years to follm..;~ 
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Sect icn V : 

On the basis of the foregoing "3nalysis, it seems the 

crops fall notionally into three categories in terms of the 

degree of success of government intervention in reducing 

intra-year price variability. Category I representing the 

story of high success consists of wheat, rice and jowar; 

category II approximately the scenario of medium success 

if represented bv maize, qroundnut, cotton and jute; and - -

category III surrogating lo.w success c.::;ses is summarized 

by bajra, gram and barley. Needless to say, the above 

categorization is highly subjective, representing the rela-

tive evidence thrown up by each crop, in an overall sense. 

An interesting feature, which provides practical 

evidence to the claim of success, is to look into the 

pattern of market arrivals for each category of crops. 

our conjecture is that the high degree of success should· 

refl~ct itself in highly concentrated market arrivals in 

the pest-harvest quarter itself and the low degree of 

success is characterized by market arrivals scattered well 

over all the four quarte!"s, and so on. 

For this piece of analysis, each individual st_ate 

and each year for every crop need not be gone into. our 

limited purpose in this final section is to seek broad 

conformity of the pattern of !flarket arrivals w-ith the 
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dr~gree of success claimed earlier. we have considered c• 

ff;w cases for illustrative purposes. For each,case, quar-

terly market arrivals, averaged over two or three year£;, in 

each of the decades of the sixties, seventies and the 

eighties, were worked out. 

For this objective, our data source was various 

issues of Bulletins on Food Statistics published by the 

Ministry of Agriculture, Government of India. 

From amongst the relatively higher success cate-gory, 

the market arrivals of wheat* illustrate the situation. well, 

as in Table MA:I. It is so very evident that prior to 

effective intervention in late sixties, approximately one-

half per cent o'f the total market arrivals of_ wheat came 

to the market during the peal< quartey;- April to June . and 

during each of the next three quarters, arrivals ranged 

from about 10.0 per cent to 20.0 per cent of-.the total. 

However, by the seventies, after government intervention, 

the percentage of arrival~ dut ing the same peak quarter 

had recorded a sizeable increase to over 85 per cent of the 

total ani in 1982-85, this percentage had gone still higher 

at 92.0 per cent. 

* Although similar percentages of rice were also worked 
out by us, they have not been presented in this 
chapter, because rice has at least two or three har
vest seasons during each year and therefore the pattern 
of market arrivals obviously cannot be expected to 
show as neat a concentration during the peak quarter 
as other c~ops which have only one distinct harvest 
quarter. However, it may be mentJ oned in pascs ing that 
the market arrivals of rice do shov..r a tendency of the 
highest percentage of !'narket~airivals being concentra
ted during the dominant harvest quarter. 
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------April --7fuiy---oct:::-~Jan.-:--T0tar 

-~---------J~~---§ept. ___ Q~--~SE~-----------

1963-66 56.0 19.3 15.0 9.7 100 

197 1-74 85.8 9.0 3.3 1. 9 100 

1977-BO 90.6 6c5 1.8 7~7 100 

1982-85 92.0 9 . 5. 36 1.46 1.09 100 

--------------·---------------
Let us notJJ review the market arrivals pattern of 

the crops placed in the medium success category. 

Here again, while the pattern of market arr.·ival;:; 

was obtained for all four crops we present results only 

for two cases. The cases chosen are those where our 

quarterly division corresponds directly to the quartrocrly 

division as available in the original source (i.e. Bulletins 

on focrl statistics) and the need does not therefore arise, 

to interchange, add or delete some months from o::1e quarter 

or another, for temporal comparison. 

A reference to table MA:II and MA:III for maize 

{Uttar Pra:iesh) and cotton {Andhra Pradesh) respectively, 

reveals that in keeping with our peak marketing quarter 

(Q1 ) - October to December in the case of maize and January 

to March :in the case of cotton, the percentages of these 

crops arriving in the market during the peak quarters 

did show an increase over time but not in as neat a pattern 

as in our previous category (I). In case of cottcn, 'it 

vJas a little late, after the rnid-seventies, that the 
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desirEd pattern started emerging. Data for the eighties 

was not availablE for cotton. 

------~~--. --oct::---Jan::~prii--~uly:-----Total 

Dec. Maro -June Sent. -----·------------------·-------
1967-69 
1 97 2-7 4: 
1977-7 9 
198 2-84 

44.19 
69.,33 .. 
65.78 
71.48 

34 .6 9 
17.71 
16.77 
15.7 2 

9.58 
3.26 
4. 31 
1.99 

11.53 
9.6 9 

13.14 
10o81 

100 
'100 
100 
100 

------------------------·~------

-----~-oct. :---Ya-n:::-"Apr=1I ___ Jul y:----T0ta1 
-------~£.:_ __ M aE:_:_:::I~~-_§.§?!.:, ______ _ 

196 3-66 
196 9-7 2 
1976-7 9 

59. 90 
65.00 
29.89 

36.68 
34. 95 
46.10 

3. 3 9 
0.05 

21.13 

o. 05 
0 
2.91 

100 
100 
100 

Finally, we come to the third and relatively least 

succe.ssful category of crops. Table M.A:IV records the 

market arrivals pattern of bajra (Gujarat). 

In clear contrast with the first and second catego

ries, we firrl that during the peak quarter i.e.·''october 

to December, bajra did not record any sizeable increase 

in market arrivals over time. In fact, the picture is 

one of market arrivals continually dispersed throughout 

the year during all four quarters even as 1 ate as the 

·eighties .. This holds even if onf' considers the total of 
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the two quarters comprising July to September and' October 

to December. Hardly any change appears to have taken place· 

over the years, in this pat tern if not ih fact, a deter io-

ration - if one considers the drop from .the market arrivals 

of 37.74 per cent during o
1 

of 197 2-74 to the market arr iv a1 

of 31. 30 per cent during the same quarter, belonging to 

the years 1982-84. 

-------oct::--"J-an::-- April ___ 3Uiy:----Tot~1-
___________ Q~:=~---~E.!.---=Jun~-2~£!.!. _______ _ 

1967-6 9 
197 2 ... 74 
1977-7 9 
1982-84 

34.7 2 
37.74 
24. 91 
31. 30 

21.56 
18.15 
11. 97 
18.5'1! 

2 2. 57 
23. 96 
26.84 
22.0 9 

21.15 
20. 15 
36.28 
28.08 

100 
100 
100 
100 

----------------------------
Thus in conclusion it needs only be reiterated, that 

a look into the temporal pattern of market arrivals of 

different crops, constitutes yet another evid.ence in 

support of our hypotheses. 



Note: In oriAr to f.1cilit~t-e at 3 (llance ii~ntil'ic;,titm 
o~ the specific months comprtsina the fir~+- quartar. 
(Q ) in P~cl-) of the tabl""S pPrtai~·Jlr'Jq t1) I:Jllo)~sale 
pifce analysis, th~ follo•11inrr infor.:n~t-i_'Jn h"~; he"'n 
tabulatel: · 

i 
1-a to ~-c 

II- a 

'tlhe a l: 

Ric~ 

st r3te 

u. P., Punj -3b & 
r1ad hy::~ Pradesh 

West Benqal 

'1ont- 1l~ C0i-;,nri

;,ln·J pr;'ll.--!'lar·
ke t: in q '1 uar+: et
( '] l ) 

!lpri_l, Mr)y& 
J L1 nr:~ 

i 
II-b & :u-c Rice An:Jhca Pradesh and Oct., t·lov. & Der:. 

Tamil Nadu 

I II- a to JOviaL Mahar ashtr a, 
MaJhya Pradesh 1 & 
K.::~rnataka 

III-c 

IV-a to ,IV-c 9ajra Raj as tf-)an, Guj a
rat & !-1aharac;htra 

' 
V- 3 to V-c Maize U • P • , 1. a j '3 <! t h "'!n 

& Madhya Pra:Jesh 

VI-a to 'VI-c 

VIl-a 
VIl-e 

VI II- a 

VII I-b 

IX- a 

IX-h 

X 

j 

I 
td 

I 
I 

Bar ley 

Grarn 

U. P. , ~a j ;':l st han 
& li h.::~r 

f'-1adh ya Pr a·] r-o sh, 
u. P. & Raj "lsthan 

Groun:lnut Sui ar at 

Groundnu t Andhra Pr a:-Je sh 

cotton An::ihra Pradesh 

cotton Karnataka 

Jute West B~ngal 

Dec., Jan. & Feb. 

Oct., Nov. & Der. 

Oct., Nov. & OPe. 

)\rr i.1 , May & ,June 

Apr· j 1, t-1ay & .1une 

Oct. I "'
1 ov. & D""c. 

Nov. I Dec. & .Jan. 

Jan. , Feb. & t-1arch 

f·1 arch, .1\pt"' i 1 & 
1'1ay 

AurJ. ' 
:::>opt. & 

Oct. 
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· CHAPTER VI 

SUMM~ Y OF CONCLUSIONS 
AND RECOMMENDATIONS 

~n an aphorism authored by Mrs. Joan Robinson 1 , it is 
I 

claimed that, whatever one may say about India, the opposite 
i 
I 

of it lis also true. Perhaps this maxim is most applicable 
! 

in Inqian agriculture, more than in any other sector, since 
. I 

I 
sharp !contrasts render generalizations both difficult, and 

! 
dangerjous. It is an indisputable reality that the agricul-

1 

tural lsector as such is subject to considerable variations 
I 

I 
and f~uctuations. The variations and fluctuations emanate 

on va~ious accounts, some exogeneous to the sector and some 
! 
; 

endogenous, some relating to the pre-pro:luct ion stage: rome 

during the production process itself and some coming up 
I . 

only at the post-production stage. In this study I 'V\'e have 

i 
dealt iwi th an extreme! y import ant post-product ion aspect 

of In~ian agriculture. It is about the variability of 

I 
fann Hrices. 

i 
1. 
I 

r-tore specifically, since it was only in 1%5 that an 
! 

exclusive body wiz. APC) was set up to go into and make 
! 

recom1endations in the matter of agricultural, price fixationj 

it waJ decided to conduct an inquiry into the effect that 
I 

such ~ntervention has had on agricultural price variability 
I 

in India. 
I li 
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I 
I 

If! indeed variability of prices of various crops studied 

did register a decline, then government intervention does 
I 
i indica,e success in reducing excessive price fluctuations. 

No doutit the government cannot be expected to completely 

I 
wipe olt fluctuations but a significant reduction in the 

amplit~tle of such price fluctuations is what one hopes to 

l 
discover within the limits of practical constraints under 

I 

which sluch policies work. 

Fri.om amongst the b.,renty-two crops currPntly under the 
I 
i purview of the CACP, eleven crops were selected for thiR 
I 

i 
study, rhich were important in terms of cropped. area and 

volume ~f production in their respect! ve areas of product ion. 
i 

For eac~h crop, generally, three major producing states were 

selecte~. The analysis to probe into the government•s 

impact bn price v ar i ability, was cond ud:ed both in terms 

of harvest prices as well as wholesale prices. For the 
I 

former, the time-series of annual harvest prices was 1950-

51 to 1,985-86 while for the latter, it was based on monthly 
I 
I 

data fo;r the period 1956-57 to 1985-86. For analysing the 
! 

variabi~ity of harvest prices, the period 1950-51 to 1985-86, 
I 
i 

was div~ded into two sub-periods: 1950-51 to mid-sixties/ 
I 
I \ 

late sixties, representing pre-intervention situation 
i 
I 

(per iodl I) and the sub sequent years as period II. We 
l 

calculaJed 

v ar i atipn; 
I 

I 

the standard deviation; the coefficient of 

the mean price level and the annual compound 
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I 

growth rate for the pre-government intervention as well 
i 

as the rest-government intervention pe~iods. This was 

done onfe with the or! ginal data, and once on the basis 

of thret' -year moving average series created from the 

origina' annual figures. 
. . ' 

Toj stlrly intra-year price variability, monthly whole
! 

sale pr.f_ces were obtained and each agr !cultural marketing 
! 

year wa!3 divided into four quarters starting with o
1

, the 
I 

harvestfng-peak marketing quarter. The subsequent thrPe 

i 
quarter a were designated as o2 , o3 and o4 • The average 

I 
price l¢ve1 for each quarter was calculated and inter-

i 
quarter i price variations were worked out and converted 

i 
I 

into mot;1thly price hikes for each year. These were then 
i 

compare~ with the monthly carrying cost over time, as one 
. i 

of the ways of looking into the effectiveness of govern
\ 

ment • s pricing policy. In some cases thi~ was vie\.;ed in 
i 

broad p~riods or even in threr-> periods wh,.,rever rPlevant. 

The three periods being, the pre-intervention pPrio::i: the 
l 

period ~f government intervention through price announco-
' I 

ments: and the period of effective government intervention 
i . 

through\buffer stocking operations (which became effective 

basiccHiy only after the mid-seventies). 
i 
i 

Th~ intra-year coefficient of variation (c.v.) was 
i. 

also caicul ated for each year and a second-degreE' parabolic 
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functirn was fitted to the temporal profile of c.v. to see 

the til-point beyond which the variability changed from 

rising! to declining trend. 

I Af a final adjunct, the quarterly pattern of market 

arriva~s of representative crops was obtained in perce~tage 
I 

terms ro lend yet further authenti~ity to our analysis 

pertaiping to the degree of success attained by govern
! 

ment intervention in arresting price variability. 
I 
i Ip both harvest as well as wholesale price analyses, 
\ 

graphs1 of the percentage annual (compound) gro·...,th rate 

and of ·the coefficient of variation respectively, have 
I 

been plotted against time, to offer visual clarity to 
1 
l 

each ar al ys is • 

T~e study was subject to certain limitations which 
I 
! 

were m[ainly in the realm of data deficiencies, moreso 

perhapjs in wholesale price analysis where it was found 
:I 

that p'rice data for several months was not available or 

not recorded for some crops: or issue/procurement prices 

were the only prices quoted for one year or the other; 

or pr ire 

therefore 
I 
i 

we had1 to 
I 

data was rather confidential (e.g. cotton) and 

not made available publicly. In such instances 

do certain adjustment inclu::iing interpolations 

to filr the.minor gaps. 

I Tjhe nature of our wholesale price analysis was such 

that ~t did not easily permit such crops under its purview, 

I 
I 
' 
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which had tvJO or thre8 substanti~l harvest phas""s and th~'~Lf:-
1 

by almfst continuous market arrivals throughout the year 

(e. g. rugarcane); such crops had therefore to be dropped 

from the analvsis. 
l ~ 

I 
The study throws up a number of inter~?sting r"'~ults. 
! 

Overall, the period of govPrnment intervPntioi! (noticnally 

i taken Ff ter the setting up of the /\PC in 1 'lG r)) , rl oe~ rn 1rk 

a distinct dep3rture from the pre- intervention per io::l in 

terms Of the VariC!bilitv trend Of anriculturaJ T,:JL"iCP.~. l . ·~ 

This observation i~ upheld as generallv true, no ~~tt~r 

from what. an1le variobility is viewed jn th.l~-~ <:1tu:Jy. llo~·J"V"'r, 

it shobld be note::l th0t the degree of VC1L.iahility "'lnd the 

extent of rev~rsal, varies from one crop to another. Even 

for a single crop, the degree Of SUCCeSS in tPrm~ Of reduceri 
! 

price variability varies from one state to another. ~1oreov~".-r, 
! 

for so~e crops and states, the decline in variAbility of 
I 

prices occurred soon after the gov"'rnm0nt startc::·'J intPrvening 

while for others it occur red scmev,rh at 1 ater. Ho•/;ever, 
I 

in::Hvid'lual differences (crop-wise, state-·dise or time-Hi··r) 
:/ 

notwithstanding, an overall asses8ment o~ the crop-rases 

studied by us reveals that on th~ vJhOl!"', intP.-vto·ntion by 

the goyernment in the matter of agricultural pricing policy 

has definitely had the effect of bringi nr:J ;:Jbout a reJuction 
I 

in temroral price variability. 

I 
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Byland 1 arge, the est abl ishrnent of the APC in 196 S, 

seems t have ushered in an era of producer-oriented price 
I 

conscioJsness, on the part of the price setters. The 

expansion in average harvest price level, or its annual 

rate of growth have been higher during the post-intervention 

period ~ompared to the pre-intervention era. This is not so 
i 

importapt in itself since in a growing economy, there is 
! 

boW1d to be an all roun:J increase in prices, inclu:~ing 

prices ~or agricultural products. 1Nhat is really important 

in the Indian situation is that government policy has been 
I 

effecti~e, on the one hand in pushing up crop production of 
I 
I 

a wide ~ariety, and on the other, preventing year-to-ye2r 

fluctuabions in prices from getting more wild in the face 
I 

of expanding output. This clearly demonstrates th~ g~ins 

i 
accruing to fFlrm producers in sharp contrast to what might 

i 
j 

possibly be expected in a situation of non-intervention 

I 
by government. In other words, credit needs to be given 

to government for its success in prov :1d ing a support to 

harvest] prices from beloH and preventing them from fallinq 

i 
during the post-1965 era, which is gener~lly ch3Lacterised 

by a si!Jnificant expC~nsion in production ani thr--rehy r:l 
i 

more delicate balance between the gre,=,ter supply in rPlation 
; 

to demahd. This is true of a number of crops, especially 
I 

food crbps. 
I 

Thb value of the coefficient of vari~tion for harvest 
I 

prices ~s foun:1 to be 10':-'er, for mo~t crops in most of 
i 

the st;:1~es studied, in the post-intervention p.:;riod cornparP~J 
I 
I 
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with the value of the same during the pr~-intErv~ntion 
I 

period~ Inasmuch as these prices influencf'! tho tott:ll net 
I 

earnings and hence the welfare of the farm proJucers much 

more iht imatel y than any other set of prices, it impl.ie s 
; 

that the government has been successful in insulatinq t.hF> 
I 

farmer~ against the hitherto unwarranted ups and :Jowns in 
I 

priceslfrom year to year. 
I 
! 

o0r analysis of harvest as well as whole~alo p~ices 
l 

behaviour shows that aU-round greater efrorts of 10VPrn-

ment iDtervent ion .:,ni conse,-::ruently morP effer:t lve r.Psul t s 
! . 

of government policy are more appar~"nt for fouiCJr;:Jins, th.=m 

l 

for ot{1er crop categories. 
i 
! 

10 terms of policy emphasis, coar-se qrains do not 
i 

appear) to have enjoyed much attention till very recently 

i 
(the results of which emerge in the near futurP). It is 

l 
found ~hat, the fluctuations of wholes;qle orices for most 

• infer iior • crops, have not been as eff ecti vel y contra lJed 
! 

as thoke of •supP.rior• foodgrains (rice and wheat analysed 

here). Jj Since it ic-._ .-. the poorer p'?Ople \.,ho cons urne the 
1 
! . 

I inferior grains and since wholesale prices are of greater 
! 

signH~cancejrelevance for consumers than for oro:lucers, 

the f oJlo~,ving impl ic at ion emerges: 
'! 

Whatever might have been the pronouncements 
in theory, in practice, the interests of 
the poorer sections of con~umers, hnve not 
bPen effectively protected, even as late ~s 

the early eighties. 
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Another finding emerging from our study is that when
~ 

ever negative or unfavourable extraneous factors such as 

excessively bad production levels have come up occasionally, 
i 

the government has not shown adequate prepan~dness to ward 

off their effects on agricultural price fluctuations. At 
i 

best, ft may be conceded that the quantum of shock genera
l 

ted by such forces is somewhat reduced ~hrouqh government 

' 
intervention; it is not completely absorbed. A corollary 

to the above finding is that although pricing policy is 
I 
! 

an important tool in the hands of Indian policy makers, by 
l 

i t:self j it is not often success£ ul is curbing excesr-:dve 
i 

price fluctuations and stabilising prices, unless accom-
i 

panied lby a complementary package of other factors incllrlin~ 

infr as~ruc~ur al and institutional 
i. 

support; an effective 

techno~ogy package and efficient delivery services. In 

this 

ding 

context, it may be noted, that the crops/states recor-
1 

I 
a !relatively low degree of succ~s~ in our an<31yses, 

i 
' i 

were rndstlv bereft of all or some of the comole:nentary 
i • 

supper~ s neede:l for the pr-ice pol icy to succeed. 

s-t;/ill one more off-shoot of the above f in,iing is 
·' 

that the states with poor. or inadequate infrastructural 

f ac il iti es, particular 1 y weak ext en si on services, market 

intelli gene~, road ne~ works, regula ted mar1<e t-c um-tr a-:1 i.'1g 
i 

centre~, etc. surrogated roughly by the corl:ii tions of 

ste1tes; such as Hadhya Pradesh or Rajasthan, cannot fully 
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I 

1. succeed in arresting price fluctuations, no matter what 

I 
crop ' s considered, vis-a-vis the more developed states 

like or example U.P. or Punjab. This is borne out by 

the r sults obtained. both for harvest as well as for 

ale price variabilities. 

In other instances, it is in the very n<9tur.e of a 
:I 

crop ~nd in its undulating production milieu, that no 

matter what state is considered, (including a relatively 

advanced one) we find. 
i 

that the v ar i abi 1 it v in its prices 

tendsjto persist over time and across regions. Baj r a, 
i 

gram ~d. to some extent barley conform to this r~ality 

for both harvest and wholesale price analyses. 
I 
The above were the f ind.ings of this study emerging 
! 
I 

in a general, overall way. we have a number of conclusions 

i 
for ihdividual crops as well. In particular, th<:.> relative 

I 
edge ~hat some particular crops have shown over others 

must be brought out in bold relief. 
I 

~rom the policy point of view, we have to rely more 
i 

on reh.ative variability, as represented most typically by 
I 

the c~efficient of variation in our study. we find that 

notionally the crops falling into a relative~y high 1egrer'"! 

of subcess category, are wheat, rice and to a lesser extent 

jowarL This comes up again and again whether we vie\.r price 
! 

variapility frcrn one angle or the other·. To exemplify, 
! 

in terms of both inter-year (harvest price analysis) and 
i 
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I 
intra-year variability ('>.jholes ale price analysis): the 

I 
percent~ge monthly price differences vis-a-vis monthly 

normal ~arrying costs: results of the seconj-degree parabolic 

trend f~tted; and the pattern of quarterly market arrivals, ., 

the above three crops have revealed considerable success 

of government pol icy intE!rvent ion. 

:Ag~n, keeping in mind all the dimensions of variabi-
i 

lity discussed earlier, in an overall sense, ma1ze and 

ground nut seem to fit in to the category of medJ urn :leqree 

of success while gram an1 bajra find a place in thP rela-

tively lower success category. The rPmaininq crops it 

is foun~, need to be considered as per the relativ~ merits 

of each,case. For example, in the case of barley, we 
' 

find th~t it attained considerable success by way of 
i 

reduced! inter-year variability and also conformed to a 
I 

timely j•inverted-.V" pattern of intra-year variability, 
I 
i ' 

after government intervention ensued. However, it did 
I 

not achleve the same degree of success with reference to I . 
a reduction in price differences in relation to normal 

J 

I 
carryinq costs. Its pattern of market arrivals also showed 

j 
a scattE1red trend throughout the time period studied. 

TherefoJ:te, in the light of the above findings, barley 
I 

may be 4t best be placed in the partial success category. 
i 
I . ,. 

On the l:Das is of a 11 the evidence" the comme r.a d al cr GPn" 

viz. co~ton and jute analysed in thi~ study, se~m 
' I 

appropr~ately suited for placement in the broad category 
! 
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of partlal success as well, witn jute snowing a slignt 
I 

edge ovrr COttOne an inter-play of several factorS Js 

involved, more in the case of jute than for cotton and 

therefor£: the canplete credit for the relatively greater 

success'of jute cannot be solely attributed to the gove.cn-
I 

ment po~icy alone. It may be re-iterated here, that due 
I -

to sevetre data 1 imitations for w}?olesale prices of cotton, 

the pre~ominant states of the north and north-west could 

not be ~aken, and therefore the wholesale price analysis 
I 

pertain~ to the next best alternative i.e. the southern 

I 
state~.l It is our conjecture that if these states dis-

1 

played ~orne success in the contexts of the hypotheses 

pertain)ing to reduced variability as a result of govern
! 

.ment intervention, then perhaps a relatively greater degree 

i 
of succrss might be expected ~0 be displayed by the more 

dominan(t cotton producing states. However, as a whole 
I 

it is stated that the success story of cotton has yet to 
I 
I 

gather ~ull momentum. 
! 
i 

For sugarcane, we have very limited overall evide-nce, 

b~c ausei raw sugar has been us~d as a proxy for sucJarcane, 
i 

in harvest price analysis and due to data deficH~nc.ies 

this crpp has been dropped altogether from wholesale price 
I 

anu.lysi:s. Although inhibited by the data qap~ pojnted out 

i 
above we still venture to guess that a declining tr-end 

I , 

I 

for harrest price 

ment inr.ervention 

/. 

vari ab11 J:ty WF.11"l .tn 

took place. 
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To,J comprehend the leng-term effects of government 

policy, it was considered advisable to delete one or two 

excessively abnormal years from the time-series of harvest 

prices and rework the statistical measures of variabi.lity. 

i 
As was \anticipated by us, this deletion yielded a compl~te 

reversal of the original trend in the case of a few crops, 

most notably in jute. Further, the coefficient of variation 
I 

of barl
1
ey showed a distinct reversal during the poflt-

·~ 

interve.ntion era in all three states, thereby not warran-
t 

ting an~ deletions. In other instances, like those of rice, 

wheat, bajra, maize, groun::Jnut and sugarcane, the new 
i 
I . 

results, did not jniect striking improvements. In brief, 

it doesi seem that the hypothesis regarding a fall in the 

year-to1 year variability of harvest prices as an outcome 
i 

of government intervention, stards empirically validated 
i 

in mostJ cases. 
! 

rn! wholesale price analysis it is found that the 
I 

i 
attempt: at fitting a second-degree polynomial function to 

the time-series of (intra-year) coefficient of variation 
! 

for each crop and state tend further support to the result 

that thle graph recording the temporal behaviour of the 
! 
i coefficient of variation for most crops conforms to an 
t 

I 
"invert~d-V 11 pattern. In other words, for each crop, the 

I 
I 

coeffic~ent of variation shGwa An 
~ 4-~1fll-''~~>!il.n~ bGyool.l whli.l'.:lt'l tthe ~!'"fU'l!'IJ 

I 

!nar&Aslnq tren~ upto a 
trffv~;r;rl~,.. !.lt~P.J,f. 'l'ha 
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point 'of reversibility shows the presJ'mce of beneficial 

e£fect
1 

of government policy and it naturally varies from 
\ 

crop t,o crop. To cite a few specific cases, reversal 

occurr-ed slightly late in the case of rice in Andhra 
I 
i 

Prciies:h, bajra in Rajasthan and Gujarat, gram in Rajasthan, 

cottonl·in Andhra Pradesh and so on. 
I 

Fjinally it is found that yet another prnctical evidence 
i 

which re-inforces the results of our analysis on wholesale 
l 

prices;,· is the observed quarterly pattern of rnarl<et arrivals 
i 

of sample crops, representing the broad categories of 

relatifely high; medium and low success. It is observed, 
I 
i 

that greater the degree of success recorded for any crop, 
i 
I 

greater is the tendency for the concentration of market 
I 

arriva,ls during the peak harvest/marketing quarter, with 

. I . 
a dimi~ishing percentage of arrivals during the remainder 

of the year: and lovver the degree of success attained by 

government policy for a crop, more scattered the market 

arrivals throughout the year. To be sure, looking at 
I 
I 

the pa:ttern of market arrival provides another • . .Jay of re-

confidning the hypotheses analysed by us. 

I 

folisy~~2!io£2: 
i 

T:he objectives of agricultural price policy differ 
i 

from c'ountry to country, depen::iing upon the specific situa-
1 

i 
tion ip a· country. It has therefore to be mouldqd, nnd 

I 
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geared in such direct ions as may suit our economic condi

' tions and help achieve the basic objectives. 
i 

Tbe~cus of this study is on the issue of price varia
i 

bility j and in this context, it is advisabll? for ajvocating 

a con,~ious pol icy to (i) eliminate wide swings in prices 
I 
I 

in eit~er direction, to soften the process of long-term, 

adj ustrpent in demand and supply: and (ii) to reduce the 

amplitude of seasonal variations in prices. Since price 
.: 
I 

policy;in a country such as Iniia is significant in irducing 

cultiv~tors to ajopt ne·~; techniques of p....:-o1uction :~n-:1 to 
I 

generate surplusc:s for sustaintn'] grovrt·h ·"lni dP.VPlopmrnt, 
+ ' - -

it is important that the price policy should maintain a 
l 

certain degree of stability. Linked to price stahility is 
f 

the ne(fd to achieve a stable production milieu emerging 
. [ 

! 

from aireasonably stable and rising levels of productivity. 
I 

The rek1 test of success, comes when there is an excessively 

bad or;excessively good production level and our analysis 

I 
shows that government intervention in India, has succeeded 

I 

I in many of these 'abnormal' years and yet, rnuch •nort=> nei"Cls 
I 

to be done to neutralize the abnormalities generated by 

such d~velopments. The variability is excess.ively hostile 
'! 

in bacbJard areas, since marketing and other .infrastructural 

supports are fairly poor in those areas. More focus needs 

to be placed upon the relatively b~ck·vJard t=:tates \-:hich are 
i 

still lj:>ereft of such complementary factors. 
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A cpmprehensi ve ·package of st abi 1 izat ion pol ic ie s is 

requiredi, which should act both through the production as 

w~ll as pistribution channel. Although agricultural price 

policy should be positive and production-expansion oriented, 
! 

yet the bbjective should be, to fix neither too high prier.>~ 
.I 

in an effort to boost the producer, to the detriment of the 
' ! 

consumer~ nor too low prices to please the consumers, thus 
i 

rendering cul tiv at ion uneconomic. 
I 

More concerted efforts need to be made in th~ iirec:tion 
I 
i 
i 

of prote$:ting the interests of the vulnerable sections of 

the population - the poorer consumer-s from un"lue price flue-

tuations; of those crops (inferior an:i coarse grains) v1hich 

dominate; their consumption basket. So fnr not enour1~1 atten

tion has' been directeJ here. Maintenance of a sizeable stock 
I . 
i 

along wit-h an effective buffer stocking policy \.oJoul1 further 
! 
i 

help to ~ven out the amplitude of fluctuatJons. l\1any past 
i 

reversals have been due to fre1uent changes made in policy, 

of:ten prompted by 11inbuilt normative dialectics 11 e.g. the 
! 

existenc~ of conflict bet<.No.-m the·hypothesls of :i1stributive 
i 

justice ~d price response of product ion. Sur;h conflict lng 

i norrns m1J.st be resolve~.l if He are to follO'!l anv lonq-t~rm 

'· 
objectiv~s ·with deter-nination, especially one a~ 'lital as 

Thus a humble atte:npt has been made in this stu~ly, to 

throw up
1 
several issues pertaining to the eff~ct of govel-nrnen·t 

l 
intervenjtion on v ar lability of agri c u.l t ur.- al pr.i ce s ovP r a 
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i 
period)of more than three decades. several findings have 

i 
I 

emerge~ from the study but ground has also been prepared 

for f ~ther probe in certain areas which could not be 
I 

adequa~ely looked into for want of time an:i resources. 
i 

Hopefully, some of the missing issues and other relate:1· 
"'i 

aspects will be taken up by us some t irre in the near f ut ~ P 
!. 

so as ~o give a complete account of the government inte:-r-
1 

vent iorl ef fee ts. 

I· 
I 
I 
I 

I 

I 
;,I 
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