PRICES AND DISTRIBUTION

The major highlight of the price behaviour in the
current financial year was that (i) the overall annual
inflation rate based on wholesale prices at the end of
2nd week of January, 1997 was 7.6 per cent, (i) prices
of agricultural products (primary articles) rose sharply
by about 11.7 per cent, (iii) fuel and energy prices
rose by about 17.4 per cent, (iv) the manufactured
commodity group prices rose very modestly by about
3.6 per cent, and (v) terms of trade for agriculture
improved by about 3.9 per cent.

Annual Inflation

2. The current financial year started with an inflation
rate of 4.8 per cent. It remained steady at this level of
less than 5 per cent during the first quarter, April-June,
1996. The long overdue adjustment (by 18 per cent)
in the administered prices of petroleum products in
the first week of July, 1996 pushed the wholesale price
index up from 306.4 to 310.4, and the inflation rate
rose to 5.8 per cent in the first week of July, 1996. By
mid-December, 1996, the inflation rate crossed the 7
per cent level reflecting an undercurrent of renewed
inflationary pressures brought about primarily by a
sharp escalation in prices of cereals, especially wheat.
For much of this financial year, the price rise in the
manufactured products group remained steady at
about 4 per cent level, and dampened to some extent
the effect of the rise in the prices of primary articles.
The relative modest rise in the prices of manufactured
products provides the basis for hoping that this latest
inflationary undercurrent would abate by the end of
the financial year if other macro variables such as
money supply growth and fiscal deficit are held under
prudent limits, and good agricuitural production
maoderates inflation in primary articles.

3. The uptrend in the inflation rate in the second
half of 1996-97 so far has been still modest compared
to the wholesale price movement in the preceding four
years (Table 5.1). Consequently, the 52 - week

average inflation rate in 1996-97 was still the lowest
in the four years of post reform period, 1992-93 to
1996-97 as shown below.

Annual Inflation (per cent)

End of year 52 weeks

(Point-to-point) Average
1992-93 7.0 10.1
1993-94 10.8 8.4
1994-95 10.4 10.9
1995-96 44 7.6
1996-97 (January 11) 7.6 5.7

4. The consumer price index for industrial
workers, CPI (IW) is the most commonly used
among the three consumer price indices (Box 5.1
and Table 5.1). The trend in the retail price
movement as measured by CPI (IW), shows that
the moderate uptrend seen in WPI is also reflected
in the CP1 (IW) as well in the second half of the
current financial year (Table 5.1 and Fig 5.1). Large
divergence in the inflation rates in the two price
series observed in the first half of the year is
explained by the larger weight (almost twice) of food
items in the CPI (IW) relative to that in the WPL.
The rising trend in foodgrains prices pushed up the
CP(IW) much more than the WP in the first half of
the year.

5. Primary articles having a weight of 32.3 in the
wholesale price index, accounted for over half of the
rise of the annual growth of 7.6 per cent in wholesale
prices up to January 11, 1997, whereas the
contribution of manufactured products with weight of
57.04 was limited to 26.6 per cent (Table 5.2 and Fig.
5.2). Among primary articles, the major share of the
annual growth in inflation was contributed by food
articles (45.8 per cent). There was sharp rise in the
prices of cereals. Wheat price rose by as much as
32.8 per cent. Fruits and vegetables too recorded a
steep rise of 37.9 per cent. Among manufactured
products, the key products that recorded a higher
annual rise than last year and contributed the major
partin the annual growth of prices in the manufacturing
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TABLE 5 1
Annual Rates of lnﬂa’uon tiased on WP! and CP. .,
(pmntvta«poim) AT
B {Par cant)
Year Month WL i GRE ol ﬁfé‘;‘:?
; S TN (N E) {AL)
U Base 1981582 1082, 1984-85 1986-87
1992-93 Apr 13.8 14.4 13.5 22.6
May 13.8 147 14.0 23.8
June 13.0 12.9 13.2 21.9
July 1.7 134 12.8 20.6
Aug 9.4 11.5 10.9 19.0
Sept 2.6 10.0 10.9 14.1
Qct 10.6 9.4 10.8 11.0
Nov 2.1 3.4 9.6 8.6
Dec 8.5 3.0 2.6 h9
Jan 7.6 5.7 7.3 1.9
Feb 7.6 87 7.3 1.9
Mar 7.1 6.1 6.8 0.7
1993-94 Apr 6.9 6.1 6.7 0.7
May 6.9 5.1 6.2 -1.9
June 7.0 59 6.6 -1.0
July 7. 4.5 54 -2.0
Aug 3.0 58 59 2.3
Sept 3.8 6.6 6.4 0.1
Oct 8.5 7.4 6.3 3.2
v Nov 8.6 86 7.3 6.5
Dec 8.5 8.6 7.8 9.3
Jan 9.1 9.1 7.8 9.4
Feb 9.5 9.5 8.3 10.2
Mar 10.5 9.9 8.3 121
1994-95 Apr 11.8 9.8 87 12.1
May 12.0 10.6 a7 13.2
June 11.8 10.8 9.5 12.5
July 11.8 11.1 9.9 13.4
Aug 10.2 10.9 9.8 13.1
Sept 6.9 11.2 9.7 12.4
Oct 8.9 10.3 10.1 11.6
Nov 9.8 9.8 9.1 1.2
Dec 11.2 a5 8.6 1.2
Jan 12.1 2.9 8.5 10.8
Feb 11.7 9.8 9.5 10.8
Mar 10.6 9.7 9.9 10.6
1995-96 Apr 10.G 9.7 10.3 121
May 99 103 9.7 120
June 9.1 10.5 10.4 i2.4
July 8.4 11. 10.3 14.5
Aug 8.8 10.9 10.2 14.1
Sept 8.9 10.1 9.7 13.2
* Qct 8.4 10.4 9.6 11.6
Nov 8.4 10.3 10.0 10.1
Dec 6.4 9.7 9.2 8.2
Jan 5.0 9.0 N.A. 7.8
Feb 4.6 8.6 N. A 6.8
Mar 5.1 8.2 N. A. 7.2
1996-97 Apr 5.0 9.8 N.A 8.1
May 4.5 9.3 N.A. 9.0
June 4.5 8.8 N. A 8.8
July 6.0 8.3 N A 7.2
Aug 6.2 8.9 N. A. 7.4
Sept 6.5 8.5 N. A. 7.9
QOct 6.6 8.5 N. A 8.3
Nov 6.5* 8.7 N. A N. A,
Dec 72%  NA N. A. N.A,
Jan 11 7.6 NA N.A. N. A,
[+ Provisional.  NA= Not available

(’ 5 BOX 5.1 )

2 {}werage of Price Index Numbem

The preaenl series of Wholagale Price Indey (WP!) is
basad on whiolesale prices of traded goods in pnmary,
 fuelipower end manufacturing séctors’ The present|

(series with.base 1981-82 covers a basket of 447

o "ime», drawn from 3 distinct subssectors namely,

wrvisectorwhighiinclude food articles and raw

s“(mastly agro.non:fond articles and minerals);
power, sector which includes coal, petroleum

0 S anre © ‘ctncvty, and (iiiy manufactured sector

7 which includesifood products, beverages, tobacco,

textiles, wood, paper, leather, rubber and plastm 1

chemicals, nons ‘metallic:minerals; basic metals,

machmery transport’ equipments and other
msscellaneous manufactured products. The series is

- compiled, constructed and reportedon a Weekly basis.

® The movements inretail prices are monitored in respect
ottour dlfferr::nt Segments ofthe population based on
ihﬁatr location. and consumption behaviour. There are
 four distinct series of Consumer Price Index Numbers:
1y Gonsumer Price/Index for industrial Workers, CPI-
W, withbase 1982 (2) Consumer Price Index for Urban
Non-Manuai Employees, CPI-UNME, with base: 1984-
5; {3):Consumer Price: Index:for Agricultural
abeurers, CPLAL, with base 1986-87; and (4)

: Cansumer Pricedindexfor Rural Labourers, CPI-RL,
“with base 1986-87. The CPI-RL was introduced in
November 1995, The basket of commodities for CPI-
!W covers 260 commodites, CPI-UNME 180
commod;imn G- Alcand CRI-RL 180 commgdities,
cgrouped as {1} food; (2) pan, supari; tobacco and
intoxicants; (3) heusing; (4) fuel and light; (5) C!othlng.
-beddingrand foctwear; and (&) a number of services
gmuped as misceliznenis: Weighting diagrama arg
“distinct for each of these index numoers apY

¢ The existing WP series w.th bage 1ﬁ81 82 i§ U der
- review by La:Working Giroup. The Group is tikely to
‘suggest a new base year and incorperation of the
“impact of structural changesiin the sconomyand the'

consequent changes in'the rc.Hilve imngrianse of the
.

s

commodities constituting the' bagkat oy /

sector were food products. Food products
contributed more than one-third of the rise in the
prices of manufactured products.

Financial year changes in WP in 1996-97

6. The current financial year beginning April, 1996
recorded a WPl inflation rate of 6.8 per cent up to
January 11, 1937, The first quarter (April-dune) of
the current financial year saw a rather subdued rise
of 2.3 per cent as against a rise of 3 per cent in the
first quarter of the preceding year. Howsaver, the WPI
rose by 1 percentage point in July, 1996 consequent
to the adjustment of prices of petroleum products to
make up for the deficit in the Qil, Pool Accounts.
Revision in the prices of Coal eg(cept power grade
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R b G | ;:{. i TABLE52

r‘o&ﬁl’i’ﬁal (pomt-to»ponrgt) Inﬂatlon ﬁhw
As on 11 Januél‘y 1997

(Base 19681-825 ‘mt)) (Per cent) -1
S Annuaﬂ rate of mﬂat on Contributionto.
‘Group/sub-group | . 5 inflation
commodity [/ Weight ¢ 1996-97 . 199596 1996-97 1995-96
; o S0 Jan970an'96" Jan96Man9s o
All Commadities 100.000 7.6 49 100.0 100.0
Primary Articles 32.295 1.7 2.6 504 18.0
Food articles 17.386 18.1 2.4 45.8 9.6
Food-grains 7.917 18.1 3.8 19.8 6.7
Cereals 6.824 19.2 3.6 17.3 5.1
Rice 3.685 13.7 6.0 7.0 47
Wheat 2.248 328 -0.6 9.0 -0.3
Pulses 1.093 13.4 5.1 2.6 1.6
Fruits & Vegetables 4.089 37.9 10.9 20.2 8.7
Fruits 2.798 26.9 11.4 10.0 6.3
Vegetables 1.291 63.3 9.8 10.2 2.4
Milk 1.961 3.6 -0.0 1.0 -0.0
Eggs, Fish & Meat 1.783 8.5 -1.3 2.6 -0.7
Condiments & Spices 0.947 8.5 -9.1 1.7 -3.3
Other food articles 0.689 3.4 -8.4 0.4 -1.8
Non-food articles 10.081 2.7 24 3.9 5.6
Fibres 1.791 -11.3 -5.7 -33 2.9
Qil seeds 3.861 57 1.8 2.8 1.4
Minerals 4.828 2.2 54 0.7 2.8
Fuel, Power, Light & Lubricants 10.663 174 11 23.3 2.3
Manufactured Products 57.042 3.6 6.9 26.6 794
Food products 10.143 7.3 2.1 9.1 4.3
Sugar, Khandsari & gur 4.059 -0.8 -1.4 -0.3 -1.0
Sugar 2.013 1.0 2.1 0.2 0.7
Edible Qils 2.445 0.1 3.0 0.0 1.6
Rape & Mustard Oil 0.276 -8.5 5.9 -0.3 0.3
Groundnut Oil 0.526 -1.1 6.6 -0.1 0.7
Oil cakes 0.432 15.3 4.9 0.9 0.5
Other selected products
Textiles 11.545 1.9 11.0 2.9 24.8
Cement 0.860 -4.4 19.3 -0.5 2.8
Iron & steel 2.441 4.8 5.2 1.5 2.6
Fertilizers 1.748 -0.8 4.8 -0.1 1.2
Non-ferrous metals 0.571 -4.0 0.1 -04 0.0
Administered items 15,929 14.5 0.9 23.9 23
1. Petroleum crude etc. 4.274 23 0.0 0.6 0.0
2. Petroleum products 6.666 19.6 -0.3 13.5 -0.3
3. Coal Mining 1.256 22.3 0.2 4.5 0.1
4. Electricity 2741 11.8 3.6 5.2 25
5. Urea (Fertilizer) 0.992 -0.1 -0.1 -0.0 -0.0
Seasonal items 34.403 10.5 2.1 50.3 16.2
Raw materials 14.909 2.6 3.0 4.6 8.4
e R R T
1 Seasonal items. includa food articles, nonvfood ‘Articles; sugar: khandsari ahd gur, edible’oils an@: {
- oil cakes. , . o Ly &
2 _Raw materials’ inelude nomfood articles and nﬂneralsg ‘ J
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Fig 5.1

Annual Rate of Inflation in WPI and CPI
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coal) and escalation in prices of cereals fostered a
cumulative impact in the second quarter (July-
September) resulting in the wholesale price index
rising by 5.9 per cent compared to the rise of 4.5 per
cent in the corresponding period last year. Coal prices
were revised again in November. A further spurtin
foodgrains prices especially, rice and wheat, pushed
up the aggregate rise in WPI to 6.8 per cent at the
end of the second week of January, 1997 (Table 5.3).

7. The wholesale price movement observed since
the beginning of the eighties (Table 5.4) reveals that:
(i) the maximum escalation in prices occurs during
the first and second quarter (April-Sept.); (i) prices
decelerate during the third quarter (Oct-Dec.) and
become almost steady during the fourth quarter
(January-March); and (iii) upward movement in the
prices in the first half are generally offset by the slower
downward movement in second half. However, there

is deviation from the above pattern in the years of
high inflation when significant price rises oceur in
each of the four quarters, thereby raising quarterly
variation and rate of inflation, as witnessed during
1990-91, 1991-92, 1993-94 and 1994-95,

Primary Articles

8. During the current financial year so far (April,
1996-Jan 11, 1997), the wholesale price of primary
articles rose by 9.7 per cent, which was much higher
than the rise of 3.6 per cent in the corresponding
period of last year. The rise in the price of primary
articles is attributed mainly to the sharp rise of 14.7
per ¢ent in the prices of foodgrains, vegetables (36
percent), condiments and spices (11.4 per cent) and
tea- (11 per cent). Amongst foodgrains, wheat
recorded the highest rise of 28.3 per cent up to the
second week of January, 1997. Non-food articles rose
by 5.5 percent (Table 5.3 and Table 5.5).

Fig 5.2 ll
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TABLE 53
Financial Year Increase in Wholesale Price Index .. B e
L “(since end March) : .. {Percent).,
'/ Weight . 1995-96 1996-97 ‘

. X L et Qr't__)?‘ S Qrt 3 Apr—ﬁdan
Commodity group.- A Apr—Jan Apr-Jun' JulSep Oct-Dec
ALL COMMODITIES 100.000 4.2 2.3 3.6 0.8 6.8
Primary articles 32.295 3.6 4.4 3.0 1.3 9.7
Fuel, power, light and iubricants 10.663 -0.1 0.1 11.8 0.9 13.2
Manufactured products 57.042 53 1.6 2.2 o1 39
Administered items 15.929 -0.1 0.0 9.9 0.7 11.1
Seasonal items 34.403 3.2 5.1 3.6 0.4 9.8
Raw materials 14.909 1.6 22 44 2.7 49
Essential commodities 21.770 4.1 6.7 4.1 1.7 124

Manufactured Products.

9. Prices of manufactured products in the first
quarter( April-June) of the current financial year
registered a rise of 1.6 per cent, about half of the
rise of 3.3 per cent recorded in the corresponding
period last year. Although the rise in the second
quarter was higher, the over-all rise in the first half of
the current financial year (April-September) was 3.8
per cent compared to 4.8 per cent in the
corresponding period last year. Prices in this group
have remained almost stable thereafter and
registereda modest rise of 3.9 per cent up to January
11, 1997 (Table 5.3 ). Escalation in the prices of

almost all the subgroups, except food products and
other miscellaneous manufacturing products, have
been lower than last year. The index for food products
rose by 11 per.cent relative to the rise of 2.8 per cent
last year (Table 5.5).

Seasonal ltems

10. Unlike last year, the prices of seasonal items
have been under pressure since the beginning of the
current financial year, and have registered a rise of
9.8 per cent between April, 1996 to January 11, 1997.
Prices of seasonal items escalated by 5.1 per cent in
the first quarter (April-June) which was much higher
than the rise of 3.6 per cent in the corresponding period

TABLE 2 4
Quarterly Movements in Wholesale Prices
(Base.1 931-82) e g
Year: Quarterly rise m WPI “/Anpua
i MRS 5, 514 R S between _ Inflation
Qe Qe Qrt. o Qrta Quarters Gaie
G L Aprdun U Jul-Sept Oct-Dec .- -Jan-Mar. . . :

1982-83 21 3.2 1.0 1.0 1.9 7.2
1983-84 3.2 2.6 1.0 0.9 1.8 7.2
1984-85 22 3.4 -0.2 0.0 1.6 6.0
1985-86 2.6 1.2 -0.4 1.1 0.8 4.8
1986-87 2.6 27 0.3 0.2 1.4 5.1
1987-88 2.5 41 1.7 1.5 3.1 10.7
1988-89 2.2 2.3 1.0 0.4 1.5 5.7
1989-90 2.6 3.8 0.8 0.9 2.4 9.1
1990-91 34 3.1 2.7 3.2 3.3 12.1
1991-92 23 6.2 21 2.2 3.8 13.6
1992-93 24 3.2 1.4 0.3 1.9 7.0
1993-94 2.0 4.2 2.0 1.3 2.7 10.8
1994-95 4.0 2.6 1.7 2.7 25 104
1995-96 3.0 1.5 -0.4 0.9 1.0 5.0
1996-97 2.3 3.6 0.8 0.1* - 7.6*
* Asion 11.,01,1997 _‘
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last year (Table 5.3). The seasonal impact was visible
in the rising prices of foodgrains, especially rice, wheat
and gram; eggs, fish and meat; condiments and spices
among food articles; oilseeds and sugarcane arnong
non-food articles; and khandsari and gur among food
products. Export of rice and wheat, shortfall in
production. and procurement of wheat, and upward
revision in Statutory Minimum Prices were some of
the reasons for the rise in prices. Prices of foodgrains
by the end of the second quarter (July-September)
were higher by 10 per cent which was more than three
times the rise registered last year. A sharprise in the
prices of raw cotton, groundnut seeds and mustard
seeds caused an abrupt rise in the prices of the sub-
group of non-food articles. Thus, during the first two
quarters, the prices of seasonal items registered a
rise of 8.7 per cent which was more than one and half
times the rise in this period of last year.

11. Prices of rice, wheat and gram continued to rise
even after September, 1996. The Government's
decision to step up open market sale of wheat to 6
lakh tonnes per month from December together with
the import of 2 million tonnes to augment public stocks,

began o ease the tight supply situation from late
December. Deceleration in the prices of raw cotton
and oilseeds because of the fresh arrivals, after
harvest in October, 1996, brought some relief to prices
of seasonal items in the third quarter (Table 5.3).

Raw Materials

12. The raw materials group exhibited only a moderate
rise of 4.9 per cent this year upto January 11, 1997 as
against the rise of 1.6 per cent last year. In the third
quarter (October-December), raw material prices
actually declined by 2.7 per cent (Table 5.3).

Administered ltems

13. Administered items include mostly energy inputs
- petroleum, electricity, coal and urea fertilizer. No
rise was recorded in their prices during April-June
1996. But the upward revision by an average of 18
per cent in the prices of petroleum products, effected
from July 3, 1996, and revisions in the prices of coal
by 22.3 per cent have raised the contribution by this
group to 26.4 per cent in the aggregate rise of 6.8
per cent in the price level by January 11, 1997 (Table
5.3 and Table 5.5).

TABLE 6.5 S
Wholesale Prlce Movemen‘t'm Malor"CQmmodlty Groups
. . As on114Jan, 1997
Base 1981 -32..100 '
Comimodity Intlation
grouplsub group (Fmanclal Year)
| (Uan/Mar) 3 nidan)
. Weight 1996-97 1995-96 1996 97’ 1995-96 1996-97 1996 97”'
All Commodities 100.000 6.8 4.2 7.6 4.9 100.0 100.0
Primary Articles 32.295 9.7 3.6 1.7 26 45.3 50.4
Food articles 17.386 12.9 5.0 18.1 2.4 36.5 45.8
Foodgrains 7.917 14.7 33 18.1 3.8 17.9 19.8
Rice 3.685 11.5 4.7 13.7 6.0 57 7.0
Wheat 2.248 28.3 =11 32.8 -0.6 9.1 9.0
Pulses 1.093 6.0 9.2 13.4 5.1 1.7 2.6
Vegetables 4.089 36.0 24 63.3 9.8 8.0 10.2
Milk 1.961 24 1.1 3.6 -0.0 0.5 1.0
Eggs,Fish & Meat 1.783 12,3 1.3 8.5 -1.3 2.6 2.6
Condiments & Spices 0.947 11.4 13.9 8.5 -9.1 2.6 1.7
Other food articles 0.689 8.1 7.0 3.4 -8.4 1.1 0.4
Non-food articles 10.081 5.5 0.8 2.7 2.4 8.1 3.9
Fibres 1.791 -3.4 -10.4 -11.3 5.7 -1 -3.3
Raw Cotton 1,335 1.3 -18.7 -15.7 -14.3 0.2 -3.3
Raw Jute 0.160 -23.9 321 -3.0 46.6 -1.2 -0.1
Fuel, Power, Light and Lubricants 10.663 13.2 ~0.1 17.4 11 25.8 23.3
Manufactured Products 57.042 3.9 5.3 3.6 6.9 291 26.6
Food products 10.143 11.0 2.8 7.3 2.1 13.4 9.1
Edible Oils 2.445 3.2 0.8 0.1 3.0 0.8 0.0
Textiles 11.545 1.9 7.8 1.9 11.0 2.7 2.9
Non-metallic mineral products 2477 6.7 11.3 6.4 16.0 2.0 2.2
Cement 0.860 -7.5 6.5 -4.4 19.3 -0.9 -0.5
Basic metals,alloys & metal products 7.632 22 5.1 2.3 6.1 2.8 2.6
1. Administered items 15.929 111 0.1 14.5 0.9 26.4 23.9
2. Seasonal items 34.403 9.8 3.2 10.6 21 49.7 50.3
3. Raw materials 14.909 4.9 1.6 2.6 3.0 8.9 4.6
4. Essential commodities 21.77 12.4 4.1 124 3.3 39.3 35.2




Essential Commodities

14. The wholesale prices of 30 essantial
commodities increased by 12.4 percentup to January
11,1997, During the first quarter (April-dune), its index
rose by 6.7 per cent, which was higher than the
previous year's rise of 4.9 per cent. Wheat and jowar
among cereals; gram, moong and masur among
pulses: atta; tea; edible ¢ils; fish; and gur were the
major contributors to this rise. By Septambar, the
prices of essential commodities ross by 10.8 per cant
as against the rise of 7.5 per cent in the corresponding
period of the previous year. Prices of rice, wheat and
jowar among cereals and gram among pulses
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maintained the rising tempo. Prices of gur escalated
1044.5 per cant as against 25.8 per cent in April-June
1996. Due to the revision in the prices of petroleum
oroducts and coal, the prices of kerosene and soft
coke also rose abruptly in the second quarter (July-
Septernber). in the third quarier, prices of edible oils
decelerated, and by December, they attained stability,
except in the case of coconut oif whose price rose
sharply. Price of rice remained stable but that of wheat
soared high by 27 per cent. Among cereals, the price
of Jowar also maintained the rising ternpo. Among
pulses, the price of gram rase sharply over last year
while price rise for masur was less than last year
{Table 5.3 and Table 5.8).

TABLE 586
Annual Rate of Infiation in Essential Commoadities
{November, 1996)
(Por.cbri)
Financial year changes Annual rate of inflation
Waight (%) NoviMarch _ - NQVIN'ov
1986-97 1995-96 1996 1995

Commodities LRE W CPEo WP CPI WPI CPl WPl CPt WP
All Commoditizs 100.00100.00 9.4 6.5 9.6 51 8.7 6.5 103 8.4
Rice 12,45  3.6Y9 a7 107 55 6.6 74 10.0 6.7 8.9
Whole wheat 443 225 208 230 374 2.7 86 292 387 -4
Wheat atta 7H G776 249 289 2.0 -1.5 298 393 29 0.6
Jowar 0.46 0.42 6.2 115 12.5 -6.4 45 152 492 242
Bajra 046 018 -3.0 -3.3 0.7 1.0 -06 -42 139 237
Moong .53 0.20 37 -1 121 208 119 55 141 242
Grarm .08 0.41 314 380 173 228 296 488 -354 -434
Masur 0.41 Q.05 11.¢ 18.9 278 437 173 172 311 270
Arhar 168 0.27 7.4 4.1 39.7 43.2 1.9 -04 521 B34
Urad 035 015 5 6.0 -3.7 -3.1 -0.3 4.0 8.1 4.6
Coconut cil D02 047 230 184 239 11.6 273 196 179 169
Groundnut oil 227 0.53 2.8 1.6 1.2 15 -34 -16 95 188
Mustard oil 1.44  0.28 0.0 -286 4.9 35 -69 -8.1 9.7 11.0
Vanaspati 078 0.52 0.0 1.2 4.9 -42 -66 -3.2 7.9 2.0
Goat meat 212 052 7.8 4.0 7.6 72 166 156 186 11.0
Fresh fish 1.31 051 0.2 9.3 0.8 -27 102 -174 128 1941
Mitk 552 1.88 6.8 2.8 9.2 0.9 8.9 36 118 -0.1
Salt 015 0.04 4.4 6.3 184 932 108 172 326 104.0
Chillies 063 032 7.5 103 375 451 -1.4 -31 544 627
Onions 067 046 377 184 148.2 15637y -230 -135 371 129
Potatoes 1.23 047 603 857 1221 1447 06 116 317 420
Sugar 2.24  2.01 -1.6 1.4 3.3 34 -34 1.8 2.1 3.2
Gur 047 175 357 308 107 81 176 47 22 -85
Tea leaves 082 058 4.7 59 36 553 134 -156 35 510
S0it coke D.80 0.35 106 32.8 6.8 0.0 144 328 9.8 C.0
Kerosene oil 1.82 0.87 11.4 1.1 0.2 0.0 162 1.1 0.2 0.0
Matchboxes 0.23 023 263 -0 10.7 4.8 349 -0.1 47 4.8
Washing soap 1.33 058 52 9.4 6.6 54 6.1 84 107 8.3
{.ong cioth 0.20 0.36 41 0.8 58 -1.3 8.1 1.2 135 7.8
Dhoties 035 1.9 34 102 8.4 1.8 48 135 121 115
Sarees 2.05 4.5 8.5 7.3 14.2
Essential Corpmodities 4883 RYTT 0.3 1300 14:3 7.9 4.9 88 155 7.4
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inflation based on Consumer Price movement

15. Inflation based on Consumer Price Index for
Industrial Workers (CPI-IW), data for which are
available till November, 1996, declined from 9.8 per
cent in April, 1936 to 8.7 percent in November, 1996
(Table 5.1). The price movement in CPI-IW indicates
that during this financial year, upto November, 1996,
the retail prices registered an increase of 9.4 per
cent, which was a little lower than the rise in the
corresponding period last year (Table 5.7). However,
the pattern followed in the current financial year is
different from last year. Lower increases than last
year have been registered in the retail prices of food,
clothing and bedding, but higher rise than last year
have been recorded in the prices of the groups of
pan, supari, fuel and light and the services (Table 5.7).

—————

"‘f-\\i Steps taken to controt lnflat

Supply mde measures

- Gontmuatlon ot FCI's gpen market sale of ""M and

‘‘‘‘‘‘‘

o Brmgmg wheat and wheat products «underithe
: pur‘\)lew ofhcencmq and stockzllmlts jc:urb hoardlng

e

nder GGL wﬂh duty reduced to 5
er cent About 1,90 lakh . tonnes of  pulses were
rﬁpormd during the first five months (Apnl -August)
f.the'current: fmancnal year

ubstantnal reductmn in exc;se dities on'g number :
itof items: expected to accelerate the pace of indus-
. Anial growth, Strengthening of public distribution sys-
“tem and supplémenting supplies under the libsral
import policy’for essential commodities such’as
ugar, edible oils, skimmed milk powder and pulses

DEmand mde measures

o ‘ Reduction of fiscal deﬁcut in the budget proposals
*for the:current financial. year to 5 per cent of GDP
A8 agamst 5.9.(REJ percent m the last financial

‘ Syear.

. ;Contammg mOnetary growth to 15 5 » 1 6.0"per
- cent.in1996-97 through prudent monetary policies.
Strengthening of PDS and'supplemeénting supplies. -

TtaBlES? |
Movement in CPI(IW) Mamr commodity Groups

i Percem chaugo . i
Mamrig“roup e Weight™ 199697 ¢ 1 T

.1 (%) Apr-Jun-Apr-Nov. Aprajun Apr-t

General 100.00 4.4 9.4 4.4 9.6
Food 57.00 6.5 11.8 6.4 12.9
Pan, supari eic. 3.15 24 6.6 2.1 5.0
Fuel & light 6.28 26 9.1 1.2 52
Housing 8.67 0.0 41 - 00 4.1
Clothing,bedding 8.54 1.5 3.4 33 6.2
Miscellaneous (services) 16.36 2.0 6.9 14 49

\ ‘if necessary by imports would be given top’ priorty; J

Measures taken to control inflation

16. Like last financial year, monetary policy in the
current financial year had the objective of containing
inflation and to provide for easy access to credit to
meet the requirement of industrial sector. To realise
these objectives, it was announced that the growth of
money supply would stay within the targeted growth
of 15.5 - 16.00 per cent in 1996-97 and, attempts
would be made to contain the fiscal deficit to 5 per
cent of GDP. Further more, several other supply-side
measures were taken to control inflation (Box 5.2).

Public Distribution System

17. Public Distribution System (PDS), a key
component of supply management of essential
commoedities, ensures availability of foodgrains-rainly
rice, wheat, sugar, edible oils and kerosene - through
a net work of outlets or fair price shops (FPSs),
numbering about 4.37 lakhs. About 3.48 lakhs FPSs
were operating in rural areas, and 0.89 lakh in urban
areas. Each FPS is envisaged to serve a population
of 2000. Besides, a Revamped Public Distribution
Scheme (RPDS), which supplies additional items like
tea, soap, pulses and iodized salt to households
located in tribal, hill and arid areas having poor
infrastructure, was operating in 1775 blocks. Under
RPDS, foodgrains - rice and wheat - are aliocated to
States/UTs for RPDS blocks at prices lower by Rs.
50 per quintal than the issue price for normal PDS.
The need for restructuring PDS has been debated for
quite sometime, Towards the end of December, 1996
the government has announced new policy measures
for streamlining the PDS (Box 5.3).

Foodgrains Allocation and Off-take in PDS

18. Offtake of foodgrains has shown a sharp rise in
1996-97, in contrast to the three preceding years,
reflecting a widening gap between the PDS price
which was last revised in February, 1994 and, the
current market price. Offtake of wheat was 66 per cent
higher than last year { for April-December period) as



| be guar’énieed 1o States by the Cen-
310 uantnttes requnred by States would de-

eﬂdan@& under the EAS/ Jawahar Rc;gar Yd;ana as
" per ui&é|nne§ althe rate of Tkg. per manday for whnch

market prices soared by over 31 per cent during the
period. Even in rice, the offtake was higher by 1.36
million tonnes during April-December, 1996. It appears
that 1996-97 offtake of foodgrains may exceed the
previous peak offtake of 19 million tonnes in 1991-92.
Against a total procurement of 16.8 million tonnes in
1995-96, the offtake of 19 million tonnes meant that
stocks, especially of wheat, would need to be
replenished so as to maintain the minimum buffer
stock level, For wheat, the stock had dropped
marginally below the minimum norm from October,
1996 (Table 5.8 and Table 5.9).

19. Wheat prices started rising from July, 1996
and by November rose by 30 per cent over the year.
This was due to a production shortfall and lower

TABLE 5. 8 g

Fo (‘grams Aliocation and Offtake '

| fﬁe&_Public:!:)ustributian System 5

' i “{Million Tonnes)

i

"j‘f\’:w - RIG&
el o ; :\%A“m“ﬂn i o"takﬂ .
1991-92 11.36  10.17
1992-93 11.48 9.55
1993-94 . 12.41 9.07
1994-95 10. 80 5.11 13.32 8.01
1995-96 (P) 11.31 5.29 14.61 9.46

1995-96 Apr-Dec(P) 8.24  3.67 10.81 6.92
1996-97 Apr-DectP)  7.81  6.01 11.23 8.28

ﬁﬁ* P!:pﬁslong;_ o
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procurement which caused distortions in its
distribution and availability. The most important step
taken by the Central Government to dampen the
speculative price rise in wheat was to accelerate FCI's
open market sales to 6 lakh tonnes from December
onwards. Simultaneously, the Government took
recourse to importing wheat to augment the depleting
FCl's stocks.

Sugar and Edible Qils

20. Levy sugar price supplied to PDS consumers
at Rs. 9.05 per kg. had remained unchanged for three
years since February, 1994 despite periodic revisions
in the statutory minimum price of cane paid to
sugarcane growers. Consequently, PDS supply of
sugar was heavily subsidised and, in order to reduce
part of the subsidy, the Government raised the
issue price of sugar for PDS to Rs. 10.50 per kg. in
February, 1997. Even then, the PDS retail price was
still cheaper compared to the market price ranging
between Rs. 15 to Rs. 16.50 per kg. Sugar supplies
for PDS were maintained at an average level of 3.27
to 4.03 lakh tonnes per month during 1995-96.
Allocations in November, 1996 were raised to 4.06
lakh tonnes of levy and 7.8 lakh tonnes of free sale
sugar to meet festival season’s requirements. Sugar
production during 1995-96 was expected o record
an all time peak of 164 lakh tonnes. The carryover
stock (levy and non levy) at the start of the sugar
year beginning October, 1996 was 80.78 lakh tonnes
as against 54.95 lakh tonnes during the corresponding
period last year. The Government arranged import of
2 lakh tonnes of edible oil (palmolein) at a
concessional duty rate for distribution through the
PDS. In the current financial year, about 8.77 lakh
tonnes of edible oils have already been irported under
OGL by the end of Octaber.

Mid-Day Meal Scheme

21. The mid-day meal scheme was launched by the
Ministry of Human Resource Development from
August, 1995, initially for the benefit of students
enrolled in Primary Schools in 2368 RPDS/EAS
blocks. It was proposed to be extended to 2006 Low
Female Literacy (LFL) blocks during 1996-97 and to
all primary schools in the country (828 blocks and
3,000 Nagar Palikas) during 1997-98. A quantity of
1.91 lakh tonnes of wheat and 4.19 lakh tonnes of
rice was lifted by States/UTs under the scheme up to
December in the current financial year. The foodgrains
for the scheme are supplied free of cost to States/
UTs. In addition, handling/transport charges are
reimbursed to States by the Ministry of HRD
(Department of Education) subject to a ceiling of Rs.25
per quintal. The FCI, however, charges economic cost
of the foodgrains (rice and wheat) supplied by it to
States/UTs under this scheme from the Ministry of
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HRD. The Ministry of HRD has placed a revolving
fund of Rs.150 crores at the disposal of FCI for
implementation of the scheme.

Open Market Sale of Foodgrains by FCl

22. To dispose of some of its surplus stock of rica
and wheat and to check the rise in their market prices,
FCl sold 27 laxh tonnes of wheat and 2.25 lakh
tonnes of rice in the current financial year upto the
middle of January, 1997,

Foodgrains Procurement and Stocks

23. Procurement of foodgrains is one of the central
pillars of the food management policy. it sarves the
twin purpose of providing a remunerative price to the
farmers, thereby avoiding chances of disiress sale of
foodgrains at prices below the support price fixed by
the Government and also to enthuse thern o increage
production and ensuring a build up of public stocks
of grains. Procurement operations are carriad out by
the FCl and State agencies in consultation with State
Governments. Procurement prices are based on

» Central Pool Stocks and Minimum Butfer Stock Norms o -
. e e (Miition Tonnes) -
Rice Total
b sl e i e heat and rice) |
' Beginning of ' . Min Actuai CUMin, - Actual
~the month norm Stock norm.. .« Stock
January-1992 7.7 8.6 154 13.9
April 10.8 8.9 14.5 11.1
July 9.2 7.4 22.3 13.9
October 6.0 5.1 16.6 9.5
January-1993 7.7 8.5 154 1i.8
Aprit 10.8 9.9 14.5 12.6
July 9.2 9.3 22.3 24.2
October 6.0 7.2 16.6 20.9
January-1994 7.7 1.2 5.4 22.0
April 0.8 13.5 14.5 20.5
July 8.2 13.3 22.3 30.7
Qctober 6.0 10.9 16.6 26.5
January-1995 7.7 17.4 15.4 30.3
April 10.8 18.1 14.5 26.8
July 9.2 16.4 22.3 35.6
October 6.0 13.0 16.6 Z9.9
January-1996 (p) 7.7 154 15.4 28.5
April 10.8 14.0 14.5 22.2
July 9.2 12.9 22.3 26.8
October 6.0 9.3 16.6 19.7
January-1997 (p) 7.7 12.9 154 19.8
““Brovisional’ - (B) ' “

support prices announced by the Department of
Agriculture & Co-operation.

24. The Central Government maintains food stocks
commensurate to the requirements of (i) the prescribed
minimum buffer stock for focd security, (i) operational
stock for monthly releases of foodgrains for supply
through the PDS (each state is allocated a quota in the.
light of its past demand, offtake trends, relative needs
and other related factors), and (i} market intervention
stock for release in the open market (to augment sup-
ply and help moderate the open market prices).

235, Wheat procurement (during April-dune, 1296)
at 8.18 million tonnes was lower by over 4 miliion
tonnes over last year's procurement of 12,33 million
tonnes. The fall in the quantity of procurernent of this
magnitude was rather unexpected, given the earlier
assessment of a normal 1295-96 wheat crop. It was
only in late 1996, that a fresh assessment of crop
ouiput revealed that the 1295-96 wheat crop may have
been lower by aboui 3 million tonnes over the
preceding year's production of 65.5 million tonnes.
Conseqguenily, 1985-96 foodgrains oulput was scaled



 (Oct-sent)

gEsai
%chahge:
1985-86 10.34 1.2
1986-87 10.53 -7.0
1987-88 7.88 23.0
1988-89 6.58 9.6
1989-90 8.94 56.8
1990-91 11.07 7.9
1991-92 7.75 -21.3
1992-93 6.38 276
1993-94 12.83 15.7
1994-95 11.87 -1.8
1995-96 12.33 257
1996-97 8.18

down to 185 million tonnes as against the earlier
estimate of 191 million tonnes. In the current rice year
1896-97, 80.58 lakhtonnes of rice had been procured
between October, 1996-January, 1997 as against
64.37 lakh tonnes during the corresponding period of
the last year (Table 5.10). Current indications are that
procurement of rice in 1996-97 (October, 1996 -
September, 1997) may be a little better than last year's
99.50 lakh tonnes.

26. The comfortable stock position that
characterised 1995-96 became somewhat difficult in
the later part of 1996-97, especially for wheat. Wheat
stock in July, 1996, at 13.9 million tonnes, was only
marginally above the buffer stock norm but fell short

1980 8.58 8.15 16.73
1981 6.21 4.91 11.12
1982 5.34 5.01 10.35
1983 4.77 6.99 11.76
1984 4.34 10.45 14.78
1985 6.74 14.54 21.28
1986 9.06 14.93 23.99
1987 . 8.50 13.93 22.43
1988 5.91 7.35 13.26
1989 4.09 4.44 8.53
1990 5.65 5.61 11.26
1991 8.66 9.24 17.90
1992 8.63 5.28 13.91
1993 8.52 3.28 11.80
1994 11.17 10.82 21.99
1995 17.42 12.88 30.30
1996 Provisional 15.41 13.15 28.56
1997 Provisional 12.90 6.90 19.80
Buffer Nnrms for. . SR R e

Ist January. ¢ 770 00 170 15.40
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of the latter in the beginning of October, 1996 (Table
5.9). To meet the situation, Government has already
announced the import of upto two million tonnes of
wheat and permitted roller flour mills to import wheat
under OGL. Position of rice stock in the Central Poo!
continues to be comfortable and as on 1st Qctober,
19986, about 9.34 million tonnes of rice was in stock
as against 6 million tonnes buffer stock norm for that
month. The rice surplus of over three million tonnes
was, however, less than half the surplus on the
corresponding date of the last year (Table 5.9 and 5.11).

Central Issue Prices for PDS/RPDS

27. The Central Issue Prices (CIP) for the PDS have
not been revised since 1st February, 1994 despite
the yearto year upward revisions effected in minimum
support prices. CIP for PDS for wheat was Rs. 402
per quintal (Rs. 352 per quintal for RPDS) and for
rice Rs. 537 per quintal for the common variety,
Rs.617 per quintal for fine and Rs. 648 per quintal for
super fine quality respectively (Table 5.12). For RPDS
areas, CIP is Rs.50 per quintal less than the CIP for
PDS areas. Constant CIP of rice and wheat has
resulted in a higher food subsidy burden on the
Government.

|
Date-of Com ne St | Datteof
l_:evlslon .. rem
1982 (Oct) 188 200 215 1982 (Aug) 160
1984 (Jan) 208 220 235 1983 (Apr) 172
1985 (Oct) 217 229 244 1986 (Feb) 190
1986 (Feb) 231 243 253  1887(May) 185
1986 (Oct) 239 251 266 1988(Mar) 204
1887 (Qct) 239 264 279
1989 (Jan) 244 304 az5
1990 (Jun) 289 849 370  1990(May) 234
1991 (Dec) 377 437 458  1991(Dec) 280
1993 (Jan) 437 497 518 1993 (Jan) 330
1994 (Feb) 537 617 648 1994 {Feb) 402

28. The State Governments fix the 'retail end' prices
for PDS and RPDS after taking into account the
transportation cost and dealers’ commission, etc.
Some States have fixed the ‘retail end’ prices for PDS
and RPDS consumers even lower than the CIP (Table
5.13). The Government of Andhra Pradesh, Tamil
Nadu and Orissa are operating a scheme for rice at
Rs.2 perkg., and Government of Gujarat is operating
a scheme for wheat at Rs. 2 per kg. and the
consequent additional subsidy is therefore borne by
these States.
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| TABLE 513 L
FPS fevel Prices of Foodgrains 'in Various States/UTs
5 (POSltlon asion 01 02, 1994)
él StateslUTs ~~~~~ i i i “Public b!sifibuti'on Systgm e Ftevamped P D S
Ho. g e s o G N Wheat o : Rice! i Wheat G Fﬂce
\ ' dom. .. fine ...&'fine ¥ . 'gom “fine
1. Andhra Pradesh 4.45' - 6.50 6.80 3.90 5.12 5.92 6.23
(White Cards) . 2.004 - - - 2.00* - -
(Pink Cards) - - 6.50 6.80 - 5.12 5.92 6.23
2. Arunachal Pradesh 3.77 512 5.92 6.23 3.77 5.12 592 6.23
3. Assam 5.06 5.95 6.83 717 - 5.10 - -
4. Bihar (Upto 5 kms) 4.57 6.07 6.89 7.25 3.77 5.12 5.92 6.23
(6 to 16 kms) 4.58 6.08 6.90 7.26 - - - -
5. Delhi 4.27 573 6.57 6.90 - - - -
6. Goa 4.30 5.70 6.55 6.85 377 5.12 5.92 6.23
7. Guijarat 4,90 6.60 7.60 8.00 377 512 5.92 6.23
8. Haryana 4.22 - - 6.92 3.77 - - 6.22
9. Himachal Pradesh 4.32 7.35% - - 3.77 5142 - 6.23
10. Jammu & Kashmir 437 6.05 7.25 - 77 542 6.23 -
(Atta) 4.67 - - - 3.88 - - -
11. Karnataka (Urban) 4.45 5.95 8.75 7.05 - - - -
(Saffron Cards) 4.45 595 6.75 7.05 3.95 6.35 6.15 6.45
(Tricolour Cards) 3.45 5.10 5.35 545 345 5.10 5.35 5.45
12. Kerala 4.38 575 6.56 6.87 3.85 5.20 6.00 6.31
13, Madhya Pradash 4.60 6.00 6.80 7.15 377 5.2 5.92 6.23
14. Maharashtra 5.00 6.60 7.50 7.90 3.00 440 5.20 5.50
- - - - 4.00 6.00 7.00 7.25
15. Manipur 4.21 6.00  6.86 7.20 - 512 592 6.23
16. Meghalaya 410 5.40 6.20 6.50 - 5.38 6.18 6.49
17. Mizoram 3.52 512 5.92 6.23 3.52 512 5.92 6.23
18. Nagaland® - - . - . - - -
19. Orissa 4.70 6.22 7.09 7.43 3.77 5.12 5.90 6.23
20. Punjab 4.05 - - 6.79 - - - -
(Atta Loose) 4.59 - - - - - - -
{Atta Packed) 4.89 - - . - - - -
21. Rajasthan 4.45 5.90 6.70 7.00 3.8 525 6.10 6.40
22. Sikkim 4.35 570 6.53 6.85 410 533 6.13 6.45
23. Tamil Nadu® 450 2.50 3,758 3.75 380 225 3.75 3.75
24. Tripura 4,55 580 670 7.00 405 540  6.20 6.50
25. Uttar Pradesh 4.50 6.00 6.90 7.21 3.77 512 5.92 6.23
26. West Bengal 4.55 5.90 6.80 7.15 3,77 5.12 5.92 6.23
27. A & N Islands 4.70 620 7.0 7.40 377 512 592 6.23
28. Chandigarh 4.51 6.85° : - - - - -
(Atta Packed) 4.82 - - - - - - -
29. D & N Haveli 4.51 - - 6.23 377 - - 6.23
30. Daman & Diu 4.15 - - 6.63 4.15 - - 6.23
31. Lakshdeep® - - - . - - - -
32. Pondicherry 4.27 5.55 6.35 6.65 - - - -
Mahe 4.37 5.66 6.47 6.79 B - - -
Yanam 4.35 5.85 6.70 7.05 - - - -
Central Issue Prices’ \ 4.02 5,37 6.17 648 352 437 5.67 5.98
: ‘ : : Al iiérieties "5 Wholly tribal ataiss.




Food Subsidy

29. Subsidy on foodgrains borne by the Central
Government has risen over the years and was
Hs.5,343 crores in 1995-96 (Revised Estimate) and
has been estimated at Rs. 6,114 crores in 1996-97
(Revised Estimate). The consumer subsidy which was
Rs.136.02 per quintal on rice and Rs.147.7 per quintal
on wheat in 1995-96, has risen to Rs.191.96 per
quintal in the case of rice and Rs.195.40 per quintal
in the case of wheat in 1996-97. Table 5.14 lists the
subsidy incurred on foodgrains since 1991-92.

Agriculture Price Support and Food Security
Policy

30. The objective of the Government's food security
policy is to ensure availability of foodgrains to the
public at an affordable price. The Public Distribution
System has existed in the country since the Second
World War. The support price for production,
procurement and maintenance of public stocks of rice
and wheat, are the principal operative instruments of
the country’s food security and public distribution
policy. The procurement of coarse grains has been
negligible over the years because of high prices
prevailing in the open market and, therefore, no stocks
of coarse foodgrains are available in the Central Pool
for distribution through the PDS.

31. Wheat and rice are the two principal foodgrains
used by the Central Government for market price
stabilisation and for ensuring food security through
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the Public Distribution System. Rice is mainly
procured for the Central Pool from a levy imposed on
the rice millers/traders under the Essential
Commodities Act, 1955 and the levy orders issued
by the State Governments. The foodgrains stock
maintained in the Central Pool by the Government is
basically utilised for distribution to states for the PDS.

32. In the years, when public stocks fall below the
minimum buffer stock norms or when production
shortfalls are anticipated, the Government takes
recourse to imports for augmenting the buffer stocks.
However, depending on the behaviour of the open
market prices and the stock position in the Central
Pool, the public stock of foodgrains is also utilised
for market intervention as an instrument of supply
management policy.

33. Based on a study by a technical group,
minimum buffer stocking levels were prescribed for
rice and wheat to be maintained in the Central Pool
as on 1st January, 1st April, 1st July and 1st October
in a year during the Eighth Plan period. The stock
position of foodgrains in Central Pool was very high
during 1995-96. The excess stock of rice facilitated
export of 1.5 million tonnes of rice from public stocks
in addition to over 5 million tonnes of rice exports by
private trade during the 18 month period beginning
April, 1995. Wheat stocks too were in excess of
buffer stock norms and resulted in liberal open
market sales to the extent of over 6.3 million tonnes
in 1995-96.

1991-92 390.79 497.04 251.68
1992-93 504.10 585,27 279.36
1993-94 532.03 665,10 355.88
1994-95 5561.17 694.71 407.89
1995-96(RE) 563.57 746.72 415.87
1996-97(RE) 618.14 814.70 422.74

365.58  139.11 131.46 77.55 2850

44240 224.74 142.87 103.65 2800*
50042 176.15 146.68 117.16 5537

600.75  143.28 93.96 125.46 5100*
610.70  147.70 136.02 131.44 5343*
€22.74 19540 191.96 144.50 6114*
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34. The Minimum Support Prices (MSP) for major
crops are recommended to the Government each
year by the Commission for Agricultural Costs and
Prices (CACP) on the basis of a detailed study of
costs of production and other relevant factors.
Cereals for which CACP recommends MSPs are
paddy, wheat, jowar, bajra, maize, ragi. It also

recommends prices for four pulses namely, gram,
arhar, moong and urad; six oilseeds, namely,
groundnut, sunflower, soyabean, rapeseed/
mustard, safflower, toria and one tree crop namely
copra. It also recommends MSPs for four non-
food crops, i.e. cotton, jute, sugarcane and tobacco
(Table 5.15).

270
280
290
330
245
245
260
600
640
640
640
3
800
950
750
400
760
800
475
526
720
725
1600
1750

310 340 360 380 20 5.6
330 360 a75 395 20 5.3
350 380 395 415 20 5.1
350 360 380 415 35 9.2
265 290 310 320 10 32
265 290 310 320 10 a2
275 285 205 305 10 3.4
640 670 700 740 40 57
700 760 800 840 40 5.0
700 760 800 B40 40 5.0
700 760 800 840 40 5.0
345 39.1¢ 425

900 1000 1150 1180 30 2.6
1050 1200 1850 1380 30 2.2
800 860 900 920 20 2.2
450 470 490 510 20 41
810 830 860 890 30 3.5
850 800 950 960 10 1.1
525 570 600 620 20 33
580 650 680 700 20 2.9
760 780 800 830 30 3.8
780 800 825 -

1800 1850 1900 1900 -

2000 2100 2150 2200 0.50 2.3
2150 2350 2500

2350 2575 2725

1 Paddy (P) Common 230
FAQ 240
Super fine 250
2  Wheat (P) FAQ 275!
3 Coarse cereals FAQ 210
4 Maize FAQ 210
5 Barley FAQ 210
6 Gram FAQ 500
7 Arhar FAQ 545
8 Moong FAQ 545
9 Urad FAQ 545
10  Sugarcane(S) FAQ 26

- 11 Cotton F-414/H-777 695
H-4 840
12 Groundnut FAQ 645
13 Jute TD-5 375
14 Rape and mustard (S) FAQ 670
15  Sunflower FAQ 670
16 Soyabean Black 395
Yellow 445
17  Safflower FAQ 640
18 Toria FAQ 645
19 Tobacco VFC F-28 1475
L2 1600
20 Copra {milling) FACP 1700
Copra balls FAQE 1850

21  Sesamum

22 Niger seed

Aok 4 Ligm:::ll
€ Linkedto abasic re -

: lewl upto %o por ¢4




Movement of Agricultural Prices Relative to
Industrial Prices

35. The movement in the indices for agricultural and
manufactured products since early eighties indicates,
that agricultural product prices have moved faster
than the prices of manufactured products. This has
resulted in the terms of trade moving in favour of the
agricultural sector. This trend is clearly visible in the

i

' TABLES.16

Indéa(Numbers of Wholesale Prices of _"

Agricultural Commodities
Relative to Manufactured Products

(Base: 1981:82=1100)
Genetal Price Price " Agricuiture
indexof . Indexcf Index of . /Price Index
Wholasale ... Agricutturel Manufactimd: aspercent of

_ Prices . Prodicts’ . Produicts i
Weight - 100,00 204705104
1982-83 104.9 107.3 103.5 103.7
1983-84 112.8 121.4 109.8 110.6
1984-85 120.1 129.2 117.5 109.9
1985-86 125.4 129.14 124.4 103.8
1986-87 132.7 142.8 120.2 1105
1987-88 143.5 161.8 138.5 116.8
1988-89 154.2 170.9 151.6 1127
1989-50 165.7 174.4 168.6 103.5
1990-91 1827 198.3 182.8 108.5
1991-92 207.8 236.8 203.4 116.4
1992-93 2287 255.5 2256 113.2
1993-94 247.8 271.4 243.2 111.6
1994-95 2747 307.7 268.8 1145
1995-96 295.8 330.5 293.1 112.8
1986-972 312.4 355.9 303.6 117.2
A= C%(;ﬁpo?l‘(&”lﬁdﬁi  the sub-groups « Food Articles and Non:
 foodadicles e
ave:ags April:December, 1995 ‘
 of Economic Adviser. Ministry of Industry.
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movement in the index of prices of agricultural
products relative to the index of prices of
manufactured products from 103.5 in 1989-90t0 117.2
in 1996-97 (Table 5.16). The current agricuitural price
policy has attempted to correct the earlier policy bias
favouring industry through reduction of certain tariffs
on manufactured products and by lifting some of the
restrictions on agricultural trade, and thus improved
the incentives regime for agricultural producers.

Outlook

36. The annual (point-to-point) inflation rate in the
first half of the current financial year (April-September’}
ranged between a low of 4.2 per cent to a high of 6.6
per cent. The price rise of this magnitude could be
regarded as modest given the hefty increase of 18
per cent in the administered prices of petroleum
products in early July, 1996. Even in the next two
months October-November 1996, the annual price
rise was still below 7 per cent. However, there was a
clear indication of inflationary pressures resurfacing
due to the persistent rise in the prices of many of the
agricultural commodities - mainly foodgrains - right
from the middle of current financial year. By the end
of December 1996, the annual inflation rate had
crossed 7 per cent. The normal seasonal decline in
the post-harvest period generally seen during
November-December did not happen this year and
hence the uptrend in prices was unabated in the third
quarter of 1996-97. The containment of inflationary
pressures in 1997-98 will require prudent fiscal and
monetary policies and appropriate supply side policy
measures to control price increases in primary
articles.



