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PREFACE

This report 4is the first in s series of annmial
review of price behaviour in the State. The report is
intended to meet the requirements of a factual apprai-
sal of price bshaviour which may be of help in formu-
lating measures in the field-of price policy ete. and
a source of information for the publie. Part I of the
report analyses the major developments in the 1Indian
aconomy, trends in production of important crops, price
behaviour etc. Part II of the report contains a re-
view of the food situation, trends in produstion of -
important crops in the State etc. It also anslyses in
detail the indices of wholesale prices of important
agricultural commodities and consumer prices. The index
numbers of parity between prices recaived and prices
paid by farmers are also examined.. A review of the
wholesale price movements of important agricultural

commodities in the State has also been attempted. A°°
brief discussion on the retail prices of some essential

commodities is5 also included.

The concluding paragraphs try to give s broad
outline of the causes of inflationary pressures which
have been at work for some time in the economy.

The report has been prepared in the "Prices Unit"
of this Buresu. » '

Trivandrum, - DR. P.K.GOPALAKRISHH&N
2-8-1967 . " Director
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PART I
INDIA

Development 4n the Economy

The year 19668 turned out to be a most difficult one

ecreating great anxiety and strain for the Indian economy in
recoent years. Internally with rapidly increasing population,
the problem of inadequate supplies of food articles consequent
on the stagnation in agricultural output during the last two
years, aggravated further during the yesr under report. On the
otherhand, the pressures emanating from the demand side through
the rising tempo of development and high levels of expenditure
on defence continued. In the result, the price situation
espacially in respect of articles of mass consumption, deteri=-
oratedi:sharply during the peiod. Externally, the balance of
payments situation became worse as exports could not maintain
the required tempo, while payments for imports and debt repay-
ments mounted up rapidly. This caused a severe strain on the
country's already worsened foreign exchange position.

The sharp step-up in defence outlay, consequent on the
serious hostilities posed by Pakistan and China added to the
pressure on resources. Further, the suspension of the much
needed external eredit by some major ald givingcountries during

the year asccentuated the difficulties.

The failure of the monscon resulted in a severe set-back
to the production of agricultural commodities. 1In faect, the
rate of increase of agricultural production, in general, and of
food-production in particular, fell short of the rate of popu-
lation growth.

The upsurege in prices which began from the beginning of
1964 gathered considerable momentum dhring the major part of
1966. The general price index rose from 132.5 in 1963 to 183.2
in 1966, registering an increase of 38. 2. The index of agri-
cultursl commodities spurted from 126.8 in 1963 to 189.8 in
1966, recording an increasini of about 50%. The index of food
articles moved up by 42.56 to 189.1 in 1966. Campared to the
situation in December 1965, the index has recorded a rise of
14.4% in December 1966.

The growing pressure of demand in relation to = 7.
#4< == tha inadequate grovwth of output was an important factor

in the worsening of the prdce situation. Money supply, represent-
ing monetary demand in the economy, rose substantially during
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the year. The Increase was much larger in the currency compo-
nentsof money supply than in Deposits. At a time when aggregate
supply was adversely affected, such growth in monetary resources
served to aggravate the imbalance between aggregate demand and
aggregate supply. The monetary eXpahsion during the period
mainly stemmed from the large magnitude of bank credit extended
to the Government, |

Morecver, payments difficulties became more acute during
the year under review. Not only did exports cease to grow, but
even the existing level of export could not be maintained. Most
of our export commodities became uncompetitive in the world
market due to price infleition inspite of the various schemes of
export assistance offered. On the other hand, imports showed
only a small decline despite the import restrictions. It was
due to additional demands on account of food imports and freights
thereon.

Again, the expectations of a small surplus in the Union
Budget and reduced outlays in State Budgets envisaged for 1965-66
did not materialise. In consequence, Government had to increase
further its reliance on the banking system to finance the deficit.

The unrestrained inflation caused distortions sil round
through its adverse consequences on living standards, on plan
costs, exports etc., thereby leading to the devaluation of the
rupee on 6th June 19€6.

Trends in Production

Agriculture:

Agricultural development programmes infroduced in the first
decade of planning made a significant impact on the size and
character of Indian Agriculture. The growth rate in this sector
made a marketed improvement. The index of agricultural production

improved from 96 in 1950-5L (base 49-50 = 100) to 158 in 1964-65,
an increase of about 65% in 14 years. '

However, it may be noted that the performance in the III
Plan has been disappointing. Although a great deal was done to
create potential for higher production, successive years of bad
weather conditions as well as shortfalls in individual programmes
adversely affected production. The index of agricultural produc-
tion remained at the 1960-61 level. Food grains production made
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a nominal advance in 1961-62 but de¢lined in 1962-63 and 1963-64
to levels lower than that at the end of the IY plan. It showed
a Sharp incresse in 1964-€£5 when there was g favourazable weather
cenditicn. Tho year 19€65-€6 witnessed one of the worst draughts
in recent years and fosd grains production declined by 18.5%
from 89 millicn tcmnes in 1964-65 to 72.3 million tonnes in ..°
1965-66. A major part of the shortfall in foodgrain output was
accounted fer by rice in which the deeline was 8.4 millien tons.
Wheat cutput declined by 1.6 million tonnes and pulses produc-
tion by 2.4 million tonnes. In respect of commercial erops,
production of groundnut has receded by 32%, raw jute and mesta
by 25% and cotten by 1.8%¢ from that of the previous year.

During 1965-66, the output of sugarcane maintained a steady
level. The 17 million shortfall in foodgrains production led to
record imports during 1966. Yet according to the FoodMinistry's
report the percapita availability of cereals was only 133 kg./
year as against 151 kg. in 1965.

Industries:

The year 1965-66 was characterised by a sharp deceleras
tion in the rate of growth of industrial produection. The rate
actually slowed down to about 2.5% during the year against 6.2%
in 1964-65, 8.5% in 1963-64, 7.7% in 1962-63 and 7.0% in 1961-62.
Several facters were respensible for this setback, the important
among them being the squeeze on foreign aid, the meagre availa-
bility of foreign exchange, the shortfall in agriculture produe-
tion and shortages in raw material supplies.

The fall in production of cotton textiles has been to the
extent of about 3.5% in 1965-66 compared to the previous year.
Excluding cotton textiles, the index of industrial produetion
would show an increase by 6.2% in 1965-86. Some of the other
industries whieh showed decline in output were railway wagons,
fertilizers and woollen textiles. Reduced availability of <
imported components and raw materials affeeted the industries
such as fertilizers, automobiles and wollen textiles.

The performance of some basic and intermediate goods
industries was rather encouraging. Output of iron and steel,
aluminjum and cement showed signifiecant increase. Output of
sugar in 1965-66 was estimated at 3.5 million tonnes compated

to 3.3 million tennes in 1964-85.
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Price Behaviour

The.impact of the fall in production and market
supplies on the level of prices has been in evidence during
1966. The sharp rise in prices which began in 1964 conti-
nued its course relentlessly. On a broad reckoning, the
general index of wholesale prices of all commodities during
the year was higher by 38.3% than that in 1963, as mentlon-

ed earlier. The devaluation of the rupee was effected in
June 1966.

The price rise in 1966 after devaluation has been to
the extent of 7%, for the general index of wholesale prices
has gone up from 181.4 in May to 194.1 in December 1966.
However; it -may be noted that this post devaluation rise 1is
on the top of an increase of another 7 increase during the
periocd from January to May 1966.

-

Food arficles:

Demand for food has tended to increase more rapidly
than in.the past because population growth has accelerated.

Alco the incérease in_ income, in recent years, has become an
important element in the growth of demand for foodgrains.
Periodic intersification of the chronic food shortage caus-
ed by fluctuations in production has also continued to exist.

' It has been estimated that the population increased
by 59.7 million from 439.2 in 1961 to 498.9 million in 1966,

ie. an inerease of 13.6%4. The index number of foodgrain
production increased from 137.1 in 1960-61 to 151.8 .
in 1965-66, registering an increase of only 10.7%.

During 1966, the price rise of food articles has been
of the order of about 19%. ‘The indéx of food articles which
stood at 173.2 in December 1965 fell marginally to 172.3 in
January 1966 and to 171.0 in February 1966 and rose again to
172.9 in March, The index moved up te 178.5 in April 1966,
and progressively reached 205.1 in December 1966. 4 dis-
quieting fact about the price trends in 1966 is that the
usual secasonal downward trend was virtually absent,

The price increase (food) during 1966 has been obvi-
outly due to the unprecedented drought in the agricultural
year 1965-66. The massive food imports to the tune of more
than 10 milljon tonnes to offset the food scarcity, could
not assist in restraining food prices to any appreciable
extent. o
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Liguor and Tobacto:

The indices pertaining to Liquor and Tobacco recorded a
substantial fall during the year. The index which stood a
136.68 in December 1965 has fallen gradually to 129.3 in October
1966 (ofcourse with mild increases during the period from May
to September). Thereafter the index picked up toc 130.6 in
November and 130.5 in December 1966.

Fuel, Power, Light and Lubricants:

The group index for fuel, power, light and lubricants,
however, showed an upvard movement. The index which stoad at
154.5 in December 1965 progressively rose to 162.9 4in December
1966, recording an increase of ..4%,

Industrial raw materiais:

The industrial rav 'rials grour index has registered
a falrly steep increase. index which stood at 199.6 in
December 1965 has progressively risen to 237.9 in August 1966,
recording an increase of 19.14. 1In September 1966, the index
declined to 224.3 to be follevwed by a further softening during
the months of October and November, the indices being 222.3 and
221.7 respectively. Again the index rose to 226.9 in December
1966, registering an increase of 13.6% over the corresponding
period of the previous year. .

+Jt may be noted that the increase in the prices of .
fibres and o1l seeds has mainly contributed to the rise ih irun-
strial raw material prices. The lover output of Jute, cotton
and oil seeds during the agricultural year have had théir im-act
on this increased price level.

“

Manufactures:

The manufactures groups index too rose during the year.
The index which stood at 151.7 4in December 1965 has firmed up
progressively to 162.0 in July 1966. Thereafter the index margi-
nally fell to 161.5 in August, &nd 160.3 in September to be
fallowed by a rise in the rest of the year. The index which
stood at 162.2 in October rosc to 163.4 in November and further
picked up to 165.2 in December 1966.

- However, the pr cetrends of manufactures have not been
as disquieting as those of food prices. It seems that the poét
devaluation followup measures by way of liberslisation of main-
tenance imports and other credit facilities have had a restrain-
ing effect on the prices of manufactures.
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By and large the general price level rose substantially
during 1966, mainly on accnrunt of the rise in the price of
food articles and industrial raw materials. The wholesale
price index (base 1952-£3 = 100) moved up from 158.3 in June
1965 to 163.8 in August 1965. Thereafter the index number
flugtuated . r several n.onths till February 1966 between 165
and 170, From March 19€%, it began & strident rise and rose
progressively to 191.7 #r August 1966. The index marginally
fell to 187." in Septem: :r to be followed by a gradual rise
leading to 194.1 in Deccmber 1966 ag ggainst 169.7 in Decem-
ber 1965, \ -

| The inerease in g ..oral prices (average) in 1966 was
of the order of 1358%, compared to the increase of 8.8%
during the previous yda.

The above analysis gives an idea of the extent of
inflation that has crept into the economy. During the last
11 years, since 1955, the general level of prices has doubled.
In 1966, the wholsesale price index (base 1952-53 = 100) has
been 183.2, comparéd to the level of 91.5 in 1955. Such
inflationary pressures in the cconomy have stemmed not only
from factors like overall shortages of supplles of essential
goods and services, but alsc from relatively large additions
to purchasing power,  .ccompanied by corresponding increases

in supplies of goode.

The economy was suffering from inflationary pressures,-
as 8 result of high lcvels of expenditure by Government for
defence and developm .it. The aggregate deficit financing
during the fiscal :2ar 1965-66 was estimated to be R8.385
crores. Money Suppl and time deposits taken together expand-
ed by Rs.658 grores 1965-66 compared to Rs.509 Crores [i.
in 1964-65. - " |

»

Cost_of 1ivings -

| The higher % -el of wholesale prices, particularly of
food artiecles hag.bgan reflected more or less correspondingly
in consumer pricés “he All India consumer price index for
working class .= .949 = 100) rose from 173 in December 1965
to 197 in December 1966, recording an increase of 13.9%. The
index which stood ot 173 in January 1966 showed a mild increase
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during the month of February (the index being 174) and conti-
nued at the same level in March 1966, During April the index
has risen to 175 to be followed by a progressive rise in the
succeeding months. The index showed a sharp increase from
175 in April to 18l in May 1966. The Iindex again spurted to
185 in June and to 188 in July 1966. , Rising further the
index stood at 190 in August 1966, recording a increase of
11.7% over the corresponding month of the previous year.
Again the index firmed up to 191 in Saeptember and to 192 in
October 1966. The months of November and December witnessed

a further increase in the index, the indices*being 194 and
197 respectively. ’



-8~
PART 11
KERALA

The economy of Kerala has certain special features
and problems of its own- A feature of utmost concern is
its high density and the rate of growth of population.
About 3.85f of the population of the Indian Union 1live in
Kerala, 'though the area of the State is only 1.2 of the
ares. of the country. The average density of 435 persons
per sq. km. ¥x~3itimes.the all India average of 144 per
$q.km. The impertance of agriecultural sector in the economy
of the State can be seen from the fact that 1t contributed
about 55% of the State income during 1964-65.

The heavy pressure on land, the acute degree of un-
employment and under-employment and the chronie shortage of
food are but the natural consequences of a fast growing
population and the very low level of living as indicated by
the per capita income and percapita consumption expenditure,
which are below the naticnal averages. Again, the strides
made in the advancement of educztion and social welfare,
without adequate growth in the economy have created complelt

problems.

AGRICULTURE

The pivotal importance of agriculture in the economjy
of our State needs =scarcely be emphasised. During the last
15 years, t° > was considerable increase in tht area and
production ¢~ principal crops in Kerala.

There has been a significant stepping up of develop-
ment efforts in agriculture.since the inception of the

I Five Year Plan. As a result of planned efferts, the food
production rose from 6.01 lakh tonnes in 1950-51 to 8.70
lgkhs tonnes at the end of the I Plan and to 10.50 lakh ton-
nes at the eud of the II Plan period. The III Plan target
~ for rice proiuection was, 14.38 lakhtonnes to be achieved 1n
1965-66. During 1963-64 the production of rice increased to
11.28 tonnes as against 10.04 during 1961-62 and 10.93 during
1962-63, Hes sver the suceeeding two years 1964-65 and
19685-€6 were years of serious drought and consequently food
grains producticn suffered & scrious setback. The shortfall
in the anticipated targets of arez under irrigation and the
non-gvailability of fertilisers to the required extent have

70-67 ' .



-0-
also contributed to the set back in agricultural production.

Food Problem:

In contrast to the growing demand, the production of
food in the country d4d not increase rapidly. The in-elasti-
city of supply was the result of a number of factors. First,
there was a relative stagnation of per capita availability.
Secondly, increase of cultivated area did not keep pace with
the growth of population. Thiwrdly, a relatively large part
of the increase in total cultivated area that occurred was
for the cultivation of commercial crops.

Food production during 1965-66 suffered a severe set-
back, mainly on account of the fallure of monsoon. This
resulted in the shortfall of rice production. Almost all
parts of the State have been experiencing draught conditions
during the winter and summer crops of 1965-66.

The nroduction of riee was only 9.27 lakh tonnes in

+ 1965-66 oo ~rinst 11,77 Yakh tonnes in 1964-65. The produc-
tion in *© " -4 vas eve. Lower t' 1 the production figure of
10.50 1. Foancs during 1960-61.

-2 e autumn crop registered an inerease of about
27,000 o ..o <. over the previous year, the winter crop witnes-
sed a fall of 120,000 tonnes and the summer crop 31,000 tonnes.
The net result was a fall in production of _,24,000 tonnes.

The rice crop for the calendar year comprises the winter
and summer crops of 1965-66 and the autumn erop of 1966-67.
Adding together, the production figures for the above 3 seasons
the production for the year 1966 was found to be conly 9.74 lakh

tonnes. Deducting 107 for seed, wastage ete. the quantity
available for consumption in 1966 was only 8.77 lakh tonnes.

Rice imports during 1966 amounted to 7.52 lakh tonres.
Thus the total availability for consumption was 16.29 lakh
tonnes. It works out to a daily percapita availability of

234 gms. (8.25 oz.).

The total requirement of cereals worked out at the rate
of 12 oz. per capita per day for 1968 would be 23.7 lakh tonnes.

?0"67 .
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Against this, the total availability of all cereals for
consumption in 1966 was only 19.42 lakh tonnes.

Thus there was a shortage of over 4 lakh tonnes of

cereals in 1966 which explains the high prices of riee in
the open market,

Trends in Production

- Food grains:

The index of foodgrains production has receded from
125.8 in 1964-65 to 112.1 in 1965-66, recording a decline
of 10.9%.

-~ Taking the IIY Plan period the index of foodgrains
production has declined from the 1960-61 level of 119.8 to
112.1 in 1965-66. .

The index of rice production which stood at 126.3 in
1964-65 has declined to 112.4 in 1965-66. Over the IIl
Plan period, the index of rice production has fallen from

120.2 in 1960-61 to 112.4 in 1965-66, rezistering a decline
of 6.5%4. Also the index number showing the trend in pro-
ductivity has receded from 117.8 in 1960-61 to 106.9 in
1965-66, registering a decline »f 9.3%.

Sugarcane:

The produciion of sugarcane during 1965-66 has been
40,948 tonnes as against last year's production of 44,034
tonnes. However during the III Plan period the index for
surgarcane production has inecreased from 106.4 in 1960-61
to 114.4 in 1965-66, recording a rise of 7.5%.

Pepper: ™

The production of pepper has declined from 22,228
tonnes in 1964-65 to 21,685 tonnes in 1965-66. Over the
IIT Plan period the Index number of production of pepper
has receded from 99.2 in 1960-61 to 7.6 in 1965-66 record-
ing a decline of 19.8%. '

Ginger:

. The production of ginger in 1965-06 Was estimated
to be 11,190 tonnes as against the last year's production
of 11,328 tonnes, The jindex number of ginger production
has moved down from 103.6 in 1960-61 to 102.9 in 1965-66,
registering a decline of 0.7 over the III Plan period.
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Turmeric:

The production of turmerie in 1965-6€ was estimated
to be 3766 tonnes as the previous year's production of 3910
tonnes. The index of production has declined from 99,7 in
1960-61 to 89.8 in 1965-66, showing a decline of 2.9%.

Cardamom:

The producztion of cardamom maintained the same level
as in the previous year. Also the index of production re-
mained more or less the same over the 11T Plan period, the
indices being 100.2 in 1960-61 and 100.4 in 1965-66.

Arecanut:

In 1965-66, the area under areccanut stood at 64478
hectares as against 59488 hectares in 1964-65. The produc-

tion in 1965-66 was 9681 millicn nuts as against 8945 million
nats in 1964-65.

The index showing the change in area under arecanut
has increased from 109.3 in 1960-61 to 135:6 in 1965-68.
The trend in production can be noted from the Index number

of production whieh went up from 116,9 in 1960-61 to 146.1
in 1965-66. ‘

Cashewnut: o -

In 1965466, the area under cashewnut stood at 87366

hectares; as against 85975 heetares in 19264-65.
tion in 1965-66 has increased
98025 tonnes in 1965-66.

The produc-
from 96463 tonnes in 1964-g5to

The |index showing the area und
: er cashewnut went u
from 145.2 in 1980-61 to 149.6 in 1965-68. The index nugber
shwwing the trend in production has gone up from 144.2

in 1960-61 to 167.0 in 1965-686, recording an incresse of
15.8% over the period.

Tapiloca: ;

| In 1965-66, the area under taploca was 229684 hectareS
as against 209372 hectares in 1964-65. The production of

of tapioca has gone up from 27.63 lakhs tonnes in 1964-85 to
20.96 lakh tonnes in 1965-66. The index number of yroduction

of tapioca has moved up from 116.4 in 1960-61 to 123.8 in
1965-66, registering an increase of 6.4% over the IIT Plan
period. - L
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Rubber: |

The Btate occupies a unique position with regard to
to the production of rubber in the country contributing as
much as 93% of it. There has been a growing demand for
rubber since 1956-56. Though the production of natural *
rubber showed a steady uptrend during the last one decade,
1t could meet only about half of the total consumption
requirements.

The area under rubber reached 150 thousands hectares
in 1965-66 as against 147 thougands hectares in 1964-65.

The pace of increase in the area under rubber was 5.4
thousand hectares per annum during the III Plan period.

The area under impwmoved varieties of rubber has kept
up the steadily increasing trend during 1965-66. The per-
centage of area under improved varieties inereased from 45
as at the end of 1964-65 to 50 at the end of 1965-86.

India's production of natural rubber forms only a
1ittle over 2% of the world output of the commodity.

The production of rubber in the State has Increased
from 40065 tonnes in 1964-65 to 46953 tonnes in 1965-66.
During the III Plan periocd, the index number of rubber
production rose from 106.4 in 1960-61 to 216.8 in 1965-66,
registering an increase of 103.8%.
Tea:™

The area under tea plantation in the State showed a
slight increase from 39356 heetares in 1964-65 to 39470 hec-
tares in 1965-66. But the production of tea during the
period has declined from 42075 tonnes to 39154 tonnes. This

"Was mainly on aceount of a set-back in the productivity of
the crop.

The index number of tea production has moved up from
116.3 in 1960-61 tq 121.1 in 1965-66, registering an inere-
ase of 4.1% over the III Plan period. The index number of

trend 4n productivity of tea has moved down from 122.4 in
1960-61 to 122.0 in 1965-66.
Coffee:

'The.all India production of coffee declined from
70 thousandstonnes in 1963-64 to 60 thousand tonnes in

70- 67.
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1964-65. The production for 1965-66 is estimated at 63 thou-
sand tonnes.

In XKerala cn the other hand, the trend in production
for the last few years 1s one of steady inerease. The pro-

duction which stood at 8.57 thousand tonnes in 1963-64 went
up to 9.69 thousand tonnes in 1964-65 and 9.83 thousand
gonnes in 1965-66. The index of production (base 1956-57
100) rose from 110.8 in 1960-61 to 147.1 in 1965-66, regist-
ering an increase of 33.4%4. over the ¥II Plan period. How-
ever, it may be noted that the trend 4n productivity of ,
coffee in the State is on the decline. The index number of
produztivity of coffee in 1965-66 stood at 90.7 as against
95.5 1n 1960-€1.

PRICE BEHAVIOQUR

+ 2he shert falls in agricultural production, combined

with the increased aggregate spending in the economy contri-
buted to an alround rise in prices. The II1 Plan period wit-
nessed a steep increase in prices, especielly the prices of
agricultural commodities. Major part of the price increase was
concentrated during the period beginning from 1964. Price move-
ments for the period are briefly discussed in the following
paragraphs.

Wholesale Price Index Number of Agriculturel
Cormmodities: - :

All Crops:

The wholesale price index (base 52-53 = 100) moved up
from 163 in 1965 to 174 in 1966 , registering an imcrease of
11.5% and 11.8% during the previous two years. Also it is seen
that the general index.has increased fromll®6 4n 1961 to 174 in

1966, recording an increase of 38%. During 1966, the months of
April and May witnessed the highest level of prices. Thefgn
was large increase in the priees of condiments and spices.

Rice:

Consequent on the fixation of maximum prices of Hice and
paddy by Sovernment, there was practically no'wholesale transa-
action in the open market of these commodities and as suchifair
price of rice is taken for computation of index. Hence the
index of rice is not strietly comparable with the indéces

&
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of earlier pefiods.
Molasses:

The commodity registered a subdued trend in 1965; but
by 1966 it maintained higher levels than those in 1964. The
index number moved up from 131 in December 1965 to 184 in
December 1966, registering an inerease of about 40.4%.

Condiments and spices:

The prices of condiments and spices were on the whole
dull during the year under report. The index which stood at
178 4in 1965 declined to 158 in 1966, registering a fall of
11.24%. WowWever, during the month of April the index rose
to 184 and tontinued at the same lavel in May, recording an
inerease of 16.5% over that &n May 1966. The index stood
at 154 in July to be followed by a firming up during August
and September, the indices being 163 and 166 respectively.
The index, thereafter, declined to 140 in October. During
the months 6f November and December 1966, the index for .
condiments and spices exhibited a mild increase and stood
at 148 in November and 151 in December 1966.

Fruits and Vegetables:

The prices of fruits and vegetables continued its
upward movement during the year under report. The index
moved up from 147 in December 1965 to 176 in Decemberl96s,
registering an increase of 19.74. From 143 in March the
index reached by S#aptember 1966, to be followed by a mild
decline during the following menths.

Food Crcps Group:

In the case of food crops too, the prices exhibited
an upwWerd trend. The index rose from 140 4in December 19265
to 157 in December 1966, recording an increase of 12.1%.

011 Seeds:

_ The upward trend in the prices of oil seeds noted

‘ by the end of 1965 wap reversed during the first three
months of 1966. The index which stood at 287 in December
1965 recorded tou 251 by March 1966, thereby registering a
fall of 36 points. This was followed by a slight increase

in April. The index again deeclined and continued its
downward course till July 1866 reaching the minimum level

at 210. During August it recovered to the level in June
1966@ followed by slight decreases during the subsequent
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two mentths. Tha index meved up to 238 in November and 250 4n
December 1988,

Plentation Crope:

In the case of plantation e¢rops the average prices
wara higher during the year, compared to the prices prevailed
during 196%. The average index for 1966 was 130, dompared
to 114 in 1965. The index which stood at 121 in December 1965

Tapdened to 138 in Janunary 1966 and to 137 in February 1966.

A& marked increase of 15 points was seen during Afril. The

indices fluctuated between 132 and 135 during the succceding
four months. From September onwards the index exhibited a
declining ¢rend. Tt touched the level of 1I6 in November,
and reccrded a rise of 6 points in December 1966. -

Non focd crops:group:

The prices cf non-food grops group as a whole were hig-
her than the previous year's prices. The average index for
1966 stood at 209 as against 195 during the previous year
recording an increase cf 7.2%9 . More or less a steady decline
was seen till July 1966 and the index retorded the minimum
value of 186. The index slowly pieked up again in August by

17 points to be followed by slight declines during the next -
two menths. Nevember and December displayed an upswing.

CONSUMER PRICE INDEX NUMBERS

The weorking ¢lass consumer price Index Number for sele-
cted centres in Kerala during the last 6 years are funnished
in Table No. Trivandrum, Alleppey, Chenganacherry and
Trichur are same of the centres where the rise in index was
very high. Compared to 1965, e indsces of these centres
rose by 70, 70,67 and 71 points respectively. The rise was

minimum at Punalur with 46 points. During the year under report,
the average index for the State rose by 5% points agalnst a ¢
rise of {154 points during the previous year. The average index
which stood at 478 during 1961 has risen to 673 in 1966 record-
ing an increase of 40.5%.

The working class Consumer Price Indezx in Kerala moved up
frem 653 in January 1986 to 701 in December 1966, pecording an
increase of 7.4%4. During the months of February and March 1966,
the indices exnibited a mild decline. The index declined from
853 in January 1986 to 648 in February and to 640 in March 1966.
From the menth of April onwards, it began a strident rise and
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stood at 679 in Juhe 1966, recording a rise of 10% over
the corresponding ~ ri~cmonth of the previous ¥ear. Agaln
the index spurted to 683 in July and to 638 in August
registering a rise of 11.6 and 11.5% respectively, over
the corresponding months of the previous year. The index
fell in September by 2 points followed by a gain of §
points in 1966. During November 1966, the general index 3
was 693 which again spurted to 701 in December 1966 regi-
stering an increase of 7.9% and 7.5% respectively over the
levels of the corresponding months of the previous year.

T~

The general index rose from 614 in 1965 to 673 in
19668, This rise in the general index was mainly due to

the rise in the price of food artieles.

Food group Indax:

- The food group index moved up from 794 in 1965 to
889 in 1966, recording an increase of 12.04. The food-
group index showed an increase of 72 points over the year
le. January to December 1966. '

The food group index stood at 858 in January 1966
recording an inerease of 13% over the corresponding month
of the previous year. As in the case of the general index,
there was a slight fall in the food group index during the
*.7imonths of Fébruary and March, the 1nd1ces beiﬁg 849
and 836 reSpectively. Thereafter, the indices exhibited a
steady upward trend. The indices for the months of Febru-
ary and March were higher by 12.3% and 10.3% when compared
to the level in the corresponding periods of the previous
year. From the month of April onwards, the food group
index made a steep rise till Oct-~*~~ 1966, registering an
ifcrease rangingthetween 10% an . over the level pre-
vailed in the corresponding months our the last year. The
index rose to 930 in December 1966.

Parity index:

The index of parity (ie. the percentage ratio of
prices received to prices paid by the farmers) is a baro~-
meter of the extent to which rising prices benefit agri-
cultural classes. The parity index below 100 indicates,
that the prices of farmer’s commodity have not risen in
in proportion toc those of the goods he buys.
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A comparison of the parity indices for the last
13 years leads us to concluda that the rate of increase in
respect of domestle expenditure and cultivation cost is much
faster than that in the index of prices received by farmers.
(vide Table ‘). But a welcome trend was noticed in 1965 and
1966. The prices received by farmers rose by 41,1% in 1965 and

48.4% in 1966 while the préves paid rose only by 10.9% in 1965
and 24.5% in 1966 compared to the prices prevailed in 1964.

Thﬁs rise in the index of parity was mainly on account of the
high prices of commodities like paddy, coconut, banana and
cashewnut,

COMMODITY REVIEWS

Cocoanut oil:

The II1 Plan period witnessed a persistent upward trend
in prices of cocoanut oil. Over the period from 1961 to 1966,
the rise in price of cocoanut o0il has been of the order of
about 904. During the year 1966, the prices of cocoanuts oil
exhibited a mixed trend. However, compared to t he prices of
1965, the 1966 prices (average) showed an increase at all the
centres, the rate of increase ranging from 4.6% at Alleppey to
7.9% at Kozhikode. Fail in the prices of Copra, lack of exter-
nal demand and the decision of the Government of India to
liberalise the import of Ceylon copra are the main reasons for
the mixed trend in the prices of coeoanut oil, December 1966
prices loveriliy 13.1% than December 1965 prices.

During January 1966, the prices of cocoanut oil display
ed dullness at all centres. The price has moved down from the
December 1965 level of Rs.533.85 to Rs.500.84/quintal at
Alleppey. At Kozhikocde, the price has receded by Rs.15.50/Q1.
Similar declining trend was noticed at all other centres in t he
State. But, compared to the corresponding period of last year,
the price of coconut oil in January 1966 was up by Rs.181.74/Q1l.
at Alleppey ard Rs.194.35/Ql. &. Kozhikods.

During the months of February and March, the prices of
cocoanutpil, exhibited a further softening to be followed by
firming up in the month®of April. The price of cocoanut oi},
at Alleppey, receded from Rs.469.94 to Rs.431.968Q1l. in March.
Similarly an easy trend was noticed in oil prices at all other

centres in the State. . 0il prices maintained higher levels in
April 1966 compared to those in the previous month.



=18~

During the period from May to July, prices of cocoanut
0il witnessed a bearish sentiment 4in the market. Paucity of
demand, meagre contracts and lack of enquiries from trading
interests have brought about this easy trend in prices. The
prices rceceded from the April quotation of Rs.454.00 to Rs.
Rs.412.50/QLl. at Alleppey and from Rs.460.00 to 432.00 at
Kozhikode in July 1966. Similar downward movement in prices

was observed at other centres too. ,

In August, the quotation soared up from Rs.412.50 to
Rs.435.00 at Alleppey and from 432.00 to Rs.458.75 at Kozhi-
kode. A tight supply position occasioned by meagre arrivals,
coupled with enhanced demand from Madras, Andhra Pradesh and
Bombay anticipating Deepavali Festival, contributed to the
bullish sentiment in the market. The months of September and
Qctober witnessed a receding trend with the guotations tlosed
at Rs.430.83 at Alleppey and Rs.438.33 at Kozhikode.

During the months of November and December 1966, pri-
ces of cocoanut oil registered a significant increase, mainly
as a result of good demand and shortage of supply. Besides,
theough the Central Government have decided to liberalise the
import of copra, actual licenses were not issued. At Alleppey,
cocoanut oil gained by Rs.43.50/Q1. in December over the July
level of pricess® At Kozhikode the prices of cocoanut ¢il rose
from Rs.432.00 in July to Rs.461.05 by the end of the period
under report, '

Copra:

Tne period from 1961 ba 1966 has been characterised by
& persistent upward trend in prices. Over the 5 year period,
the rise has been about 887 at Quilon, 877 at Alleppey, 86% at
Kozhikode and 98% at Cochin. Compared to the average prices
which prevailed in 1965, the 1966 prices were higher at all
centres except at Kozhikode, Wheretthe rates maintained more
or less the same level. The rise in price was of the order
of 5 at Quilon and Alleppey. During 1966, a bearish senti-
ment was observed in the copra market compared to the levels
existed in December 1965. The easy trend in the copra market
at Alleppey during the major part of the year was attributed
to subdued demand from Bombay and Calcutta, coupled with 1imi-
ted local demand. The decision to import Ceylon Copra had
also its impact on the market trends. December 1966 prices
lower by 13.3% than December 1965 prices.
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During January 1966, the prices of copra moved down-
wards at almost all centres. The price has moved down from the
December quotation of Rs.354.00 to Rs,338.75/Q1. at Alleppey
from Rs.342.00 to Rs.326.25/Ql. at Trichur and from Re.333.00
to 321.25/Ql. at Kozhikeode. But compared to the corresponding
period of last year, the price of copra recorded a risc of

_H89122.95/Ql. at Alleppey, Rs.113.95 at Changanacherry,
Rs.108.75 at Trichur and Rs.100.37 at Kozhikode.

The months of February and March also exhibited a sharp.
decline in prices. The reason reported for the downward move-
ment was more arrivals. The extent of decline in March 1966y
was as much as Rs.62.50/Ql. at Quilen, Rs.56.25/Ql. at Alleppey
and Rs$.53.75/Q1. at Kozhikode. (in comparison with the January:
1966 prices). 1In April 1966, copra prices recorded some rise
ovaer the previous month's levels in the important markets of
the State. Prices of copra at Quilon went up from March quota-
tion of Rs.270.00/Ql. ¥o Rs5.293.00, from Rs.282.50 to Rs.205.00
at Alleppey and from Rs.267.50 to Rs.283.75 at Kozhikode A
similar trend prevailed in the other markets too. The ullish -
tendency in the prices of copra was dus to the bri ght demand
for export purposes and heavy purchases by loeal mills.

In May and June, almost all the centres witnessecd a gene-
ral decline in the price level, caused by slackened demand. '
Also arrivals of copra were considerably higher in view of the
peak scason. Reduced enquiry from Bombay buyers pushed down
the prices of copra at Kozhikode by Rs.3C/Ql. to Rs.430/Q1l. in
June 1966. The price declined by Rs.20.00/¢' . in June compared
to the April quotation and ruled at the reduced level of 't
Rs.275.00/Q1. at Alleppey. Similarly at Cochin “he quotation
deeclined from Rs.301.00 in April to Rs.277.25/Ql. i1 June. No
remarkable fluctuations in prices were seen during July 1966.

In August 1966, prices recorded an increase. The incre-
ase Was more pronounced in centres like Quilon, Alleppey and
Changanacherry thah at other centres. A tight supply position
occasioned by seasonal conditions contributed to the bullish
sentiment in the market. The prices of copra c¢limbed up by
RS.24.25/Q1. at Quilon and Rs.28.50/Ql. at Changanacherr~,
compared to the previous month's level. During Septenber copra

market was subjected to slight fluctuations at various centres
and on balance recorded some decline on account of £11 in

demand and the reaction following the amnouncement of the imprret
of Ceylon copra.

70-67.



«20-
During the months of October, November and December
1966, an upward movement was observed in the copra prices
and it was due to bright demand as well as shortage of
supply of the commodity. Prices of copra ruled at R=s.
Re.308.75/Q1. at Quilon, at Rs.309.50 at Alleppey and at
Rs.292.00 gt Kozhikode,

Coconut 041 Cake:

Similar to the hehaviour to the prices of copra and

coconut oil, oil cake market exhibited a miixed trend during
the year 1966. However, compared to the price situation in
1965, the average prices of oilcake maintained a higher
level in 1966 at all the important market centres, the rate
of 1ncrease varying from 9% at Kozhikode and 14% at Alleppey.
Also the 1966 level of prices have been higher by 954 at
Alleppey, by 100% at Kozhikode and by 88% at Cochin over the
1961 price level.

During January 1966, the price of oilcake receded

from RS.84.20 in December 1965 to Rs.79.75/Qtl. at Alleppey.
The month of February 1966 witnessed a further set back and
the prices declined by Rs.5.50/Ql. at Alleppey, Rs.9.50/Q1.
at Kozhikode and Rs.11.25 at Trichur. The February level of
prices ruled in the month of March also with mild fluctuatins.

The months of April, May and June witnessed a higher

level of prices. The prices firmed up to Rs.84.75/Q1l. at
Alleppey, Rs.84.00/Q1l. at Kozhikode and Rs.82.75/ at Trichur

during the anth of May. Ollcake was in demand for use as
fertiliseﬂéf zable export demand also persisted in the market.

An easy trend in prices was noted in the month July
to be followed by a hardening up in August 1966.

Again from September to November 1966 prices of 011-
cake ruled at lower levels, This was followed by a slight ~
increase during December 1966.

Coir:

At Alleppey, during 1966, the prices of Afjengo colr
were almost uniform around previogs year's level. Arrattu-
puzha variety of coir registered an increase of Rs.8.96/Q1.
over the previous year's lcvel while parur varlety at
Mattancherry recorded a gain of Rs.3.18/Q1. At Kozhikode
the Quilandy variety gained by Rs.18.34/Ql. to the . I :7
average level of Rs.110.76. The gain for Beypore variety

70"6.7 .
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was also to almost the same extent ie. Rs.,18,63.

bDuring the first threc months of the period under
review, the market for Quilandy variety at Kozhikode sxhibited
slight signs of firming up, while more or less steady condl-
tions prevailed in other markets.

During April AnjJengo yarn showed a subdued trend, while
Arrattupuzha coir arnd Parur (thin) registered an increase.

Slightly improved demand conditions pushed up the price of

Beypore yarn sold in Kozhikode Market. The variations noted
in the subsequent monthswere trivial.

During June a slight fall was noticed in the price of
Agjengo variety while a mild increase was noted in the price
of Arrattupuzha variety. However, in June, the market was
gripped by uncertainty. Devaluation of rupee has brightened
up the competitive position of coir in international market.
At the same time quite a few formidable problems have cropped

up. The export duty of 10% advalorem has made;w}_the traders
cautious. ‘

In July 1966 an upward tendency was observed in the
prices of Anjengo coir at Alleppey due to bright demand and
tight supply position. The prices firmed up to Rs.121.20/Q1.
from the June qhotation of Rs.1l18.50. This superior variety
was largely demanded and transacted in the market. Good demand
from foreign countries pushed up the price of Quilandy variety

by Rs.12,70/Ql. at Kozhikode. The quantity of ofif take has
also improved at this centre.

From August Anjengo coir market at Alleppey displayed
& continuous upward movement. The price has spurted to
Rs.125.00/Ql%s. in August, followed by a further rise by Rs.4.70/
Ql. during September. The October quotation rose by Rs.4.63/Q1.
to be firmed up again by a mild rise of Rs.1.77/Q1. to Rs.136.00
in November 1966. Limited supply along with better demand was

reported to be the raasﬁn for this upward trend.

Similar was the trend in prices of Arrattupuzha variety
at Alleppey. The August quotation of Rs.115.50 has gradually
gone up to Rs.127.40/Ql. in December 1966. The Parur (thin)
vafiety at Mattancherry showed an improtamént in prices during
October, registering an inerease of Rs.10.50/Ql. over the pre-
vious month's level. The October quotation of Rs.118.50 has
receded to Rs.113.50/R1l. in Kovember 1966.

Both Quilandy and Beypore varietyes at Kozhikode witnessed
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a bullish sentiment during the period from August to
November 1966, registering.an increase of 5% and 19% res-
pectively. The arrivals of the commodity in the maiket

was on the wane, while the increased demand persisted .
during the period.

During December 1966, coir prices displayed a
mixed trend. The price of Anjengo variety at Alleppey
has receded by Rs.2/Ql. Limited supply combined with
increased demand from centres like Bombay enhanced the
price of Arattupuzha and Parur varieties of yarn. Both
Quilandy and Beypore varieties Witneszed a fall in price
by Rs.5/- and Rs.2.50 respectively during the month.

Black Pepper:

The prices of Biack pepper éxhibited no signifi-
cant improvement during the III Plan pericd. Compared to

the 1961 prices, the 1966 prices have been higher only by

!

3% at Nedumangad and Alleppey. The rate of increase was
more or less the same at other centres also.

During 1966, the prices of Black Pepper ruled more
or less steady compared to the situation in 1965.

In January 1966, black pepper prices suffered a
slight set back at Adoor, Alleppey, Tellicherry and Tali-

paramba. The prices has moved down from the December quota-
tion of Rs.342.00 to'Rs.SBSO?S/}Qlo at Adoor (local dried),
from Rs.360.19 to Rs.354.78/Ql. at Alleppey (Palai variety)

and from Rs.367.00 to Rs.355/Q1. at Tellicherry {(Wymadan) .

However, the prices ruled higher at other centres like
Nedumangad, Ponkunnam, Thodupugha and Mattancherry.

During the month of February 1966, prices of black ~

peprper exhibited an upward movement to be followed by a
softening in March 1968. 1In February 1966 the pepper
- prices went up by Rs,3.00/Ql. at Alleppey, Rs.8,75/Q1. at
_Thodupuzha (ungarbled), Rs.2.50/Q91. at Kozhikode (Wynadan)

and Rs,18.75/Q1. at Adcor. The reasson reported for upward
treni in February was increased demand. Compdared to the vu

situation in February 1965, the prices at Nedumangad,

Alleppey, Ponkunnam, Thodupuzha, Kozhikode and Taliparamba

maintained higher levels.

At most of the centres, the market for peppcer was

rather dull in March 1966. The drop in pricecs per quintal

R
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was of the order of Rs.1l.25 at Nedumanga®, Rs.7.17 at Alleppey,
iRs.7.50 at Mattancherry, Rs.4.37 at Kozhikode and Rs.2.50 at

- Tedlicherry. Lack of demand from outside was t he cause report-
ed for the decline. Compared to the price in March 1965, the
quotations in March 1966 were lower at almost all centres. -

In April, the price of black pepper has moved forward
in most of the centres, registering an increase of Rs.9.04/Q1.
at Alleppey (Palal varlety), and Rs.10.75/Q1. at Kozhikode
(Wynadan variety).

Dr~ing the succeeding '»nth, in most of the markets, the
prices ¢ layed a slightly easier tendency. The casy tendency
was attr: tted to tired bull on loading in the face of 2 very
restricted buying enquiry. -

From the month of June onwards the lcthargic conditions
noticed in the la:’ few months have disappeared. With the deci-
sion of the Government of India to devalue the rupee, there was
a revival in the Americah interest. The American buyers entered
the market and placed further ordars.

-Also some rew important fectures #ntered into the pilcture
of bl %% pepper market. They include:-

i) tilateral trade agreement between Russia and India
<) 3ttlement of traffic strike in New York
3) econonie erisis in Incdoncsia.

In view of the above, black pppper tu: =d a corner and
almost all the arrivals were tz en by export.s3 for meeting the

commitment to Russia, East Eurcpean countries and the U.S.A.

Bueyant cendition pre 1t . in the black pepper market
especially in the month of Julj. .

One st ~engthening factor was the decisionof the Governe
ment of India to include black pepper in the 1. commodities which
are to be exempted from the " 2vy of export duty on contracts
entered iInto on or before . - : 5th. The permission given to expor-
ters to make up their rupee pices by 47.5% on pending contracts
with Russia has further -1t ! {c¢ strengthen the confidence of
Shippers.' These steps hatv rneouraged expansion of export demand
for black pepper. BEast Ruropean eountries have started making
purchase. Americam buyers too have been active. Sizable quanti-
ty have been sold to U.S. up to 42 cents a 1b. Compared to the
prices in May (ie. period just before devaluation) there was an
increase of 227 at Nedu:.ngad, 23% at Cochin and 29% at Kozhikode.
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In September 1966, black pepper ruled weak showing a
loss of Rs.33.68 per Q1. at Nedumangad, Rs.36.30 at Alleppey,
RS.40.63 at Cochin and Rs.45.00 at Kozhikode, due tb reduced
export demand. Palai variety at Alleppey registered a decline =4
of abcut 8% despite reduced arrivals of the commodity into the
market. Other centres also displayed a declining trend. Both
the arrivals and off take of the commodity have been considera-
bly diminished during the month.

Eventhough there was a slight fall in priees in October
1966 in the pepper market, signs of an upward movement were
noted at Cochin and Kozhikode.

During the months of November and Decemier 1966, the
trend of the market remained uncertain, as tired feelings were
felt in the market. The Bulls became dishec'ter=d as the
market failed to show any noticeable improvement, foreign
markets having remained in dg}drum.

Russia, after buying a sizable quantity has been cauti-
ous and the U.S.A. has been almost totally out of the market.

The main factor for the lack of export demand is the
lower prices quoted by other producing countriess Indonesia's
offer is 34 cents, while that of Brazhil is 31 cents a 1b. In
thése circumstances, it 13 quite natural that American buyers

are not inclined to show any interest in Indian pepper which
is quoted at 37 cents and the Russian buyers too are expecti-

Ing g further fall in prices.

Black pepper quoted at Rs.352, 80/Qt1. at Nedumangad,
Rs.377.20 at Alleppey, R8.387.70 at Cochin an® Rs.389.0C
Kozhikode in December 1966. :

Ginger:

The price of ginger, which exhibited a bullish trend
during 1965, showed a declining trend in 1966, Compared to
the price level in 1965, the price of ginger in 1966 has been
lower by about 13% at Alleppey, 12% at Cc:hin and 19% at
Kozhikode. The easy trend in prices during the year was at-
tributed mainly to the laeck of export demand., However, it
may be noted that the 1966 level of prices is higher by about
108% at Alleppey, 113% at Cochin and 106% at Kozhikode than
the prices prevailed in 1961.

During the months of January, February and Mareh 1966
the price of ginger exhibited a decli ing trend. The prices
during the period maintained lower levels When compared to
the prices prevailed in the corresponding period ef the
previous year. From Rs.26L.00/Qtl, in December L965 the
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prices softcned to Rs.243.90 during January *° “ at Alleppey.
At Kozhikode, the price re~eded by Rs.4.75/ - Auring January
1966. The prices declir > F3.225.61 at Alleppey and Rs.235.00

at Kozhikode in March 19

The month of April witnessed an upward movement in prices,
followed by a drop in May.

Prices of ginger exhibited a gradual rising trend in the
months of June, July and August 1966. Thevre was a sharp increase
in price in August 1966, when the quotet ~. firmed uwp from Rs.
Rs.240.38/Qtl. in May 1966, to Ts.310.:'/,t1. (at Alleppey).
During the same periocd, the inerease in rricen were of the order
of 26% at Cochin and 38% at Kozhikode., The brisk demand from
shippers from Bombay has led to price improvement in the terminal

markets in Kerala. There has been a fresh f;gy ¥ orders from
buyers, after the devalation of the rupee. AIls., the virtual

stoppage of supply by Aftrican eccuntries, as their season h4s come
to an end, has Helped to boost up demand for Indian ginger.

During the months of Octob  ~nd November 1966, a bearish
sentiment wWas noti.ed iIn ginger  ices, to be fullowed by a mild
rise in the month of "Dec mber 1C66. The dull ronditions in
October and November 1966 in the ginger mar)c- w~as mainly due to
the absence of encouraging foreign enquiries ¢specially from
Gulf countries. Fall in export demand and transactions pushed
down the prices ol ginger in November 1966 by about 16% at Cochin
and by 127 at Kozhikoie (compared with the level of priccs in
August 19€3).

Ler.l.""“'_f"_ e r.!:

il e P ——

o

,omparbd to the prices prevailed in 1961, the price of lemon-~—
grass 01l registered a decline, the extent of decrease being 25%
at Cochin, 23% at Alwaye and 15% at Kozhikode.

However, when compared to the position in 1965, the 1966
level af prices registered a significant inerease, the rate of

inerease being 53% at Cochin, 61% at Alwaye and 57% at Kozhikode.

Consequent on low démaid for lemongrass oil, an easy trend
in prices was evident during the months of January, February and
March 19683 ¥rom April 1966 a bull’ ~entdiment was observed in
the lemongrass oil market., Thic Lue, i in prices continued
reaching all-time high in the month ot August. The short=fall
in production coupled with active foreign enquiries pushed up the
demand resulting in the upward mevement of prices.:
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Ban .na:

The prices of banana tended to be higher during
the III Plan period. Compared with the prices which pre-
vailed in 1961, the prices of banana shot up by 53% at
Punalur, 64% at Trivandrum 46% at Kozhikode, 48% at
Palghat and 54% at Tellicherry in 1966. The 1966 prices
of banana ruled higher than those in 1965 by 8% at Punalur
14% at Trivandrum, 7 at Kozhikode, 10% at Palghat and 256
at Tellicherry.

In January 1966 banana prices moved downwards at all
centres with the exception of Trivandrum where the quotas
tion rose by 40 ps. to Rs.15 per 100. Nos. 1In February
1966, the prices exhibited a more or less similar trend at
Punalur, Trivandrum and Teldicherry =~ . ~ the prices at
Kozhikode and Palghat showed a tend » Tise. At
Trivandrum, compared to the prices i «cup.1ary 1965, the
February 1966 prices were higher by Rs.2’ an” ~tond at
Rs.15/- per 100 Nos,..Simildrly banana .. _c 1 Ligher
by Rs.0.50/100 at Tellicherry. At all ot r ¢ 171. , the
February 1966 prices maintained lower levels than those
prevailed during the corresponding month of the previous
year.

During the period from March to June 1968, the prices
of banana rose steadily in most of the centres. The prices
of banana rose from the February quotation of Rs.10.50 to
Rs.16.75/100 Nos. at Kozhikode. At Palghat, the prices
hardened from Rs.2.13 to Rs.13.00/100 in June 1966. At
Tellicherry the price'of banana rose by Rs.2.63 to Rs.12.63
in June 1966. However, at Trivandrum, banana price dropped
from Rs.15.00 in February 1966 to Rs.14.31 in June 1966.
During the months of July and August 1966, the prices exhil-
bited a declining trend except at Trivandrum and Punalur.

At Kozhikode the price has receded from Rs.16.75 in June to
12,.75in August 1966. At Palghat, the price has fallen from
Rs,13.00 in June to Rs.1l1l.63 in August 1966, AL* Punalur and
Trivandrum, the prices rose by 33 ps. and "' pes. respectively
during the period. In September, the prices f.rmed up in
most of the centres (exeept Punalur) to be followed by an -
easier trend in the month of October 1966. During November
1966 a steadier trend in prices was witnessed to be followed
by a recession in December 1966,



RETAIL PRICES

Food grains pricses:

The food grains prices sceupy a pivotal place in the
price structure. This is obvious from the fact #mt it 1s food
pfices which determine the directien of general price index.
Like a 'weather cock' food prices do indicate faithfully the
directicn of the general price level.

Rice:

In the case of rice, the impact of the fali in'p"oduc-
tion and market arrivals, on the price level has bﬂen in evi-
dence through out the year 1966.

Statutory rationing introduced in October 1965, was in _
force throughout the year. However, the scale of ration of rice
was reduced from 160 gms. to 120 pms. per adult per day with
effect {f.om 1-4-1966, Also during the first ueck ’;ril 1966,
the fair price of rice recorded a mild increase in _.° 1g to the
refixation of price by the Government. -

During the month of January 1966, the price of rice in the
ovren market indicated an increase. Thils increase w:: particular-
1y noted in Trivandrum and Ernakulam. At all other ' :a2s, the
price remained more or less stealy at the level of Dece -or 1965.

During the periecd from February to June 1966, the rice
prices at almost all centres 1n the state registed at3ll, com-
pared to the prices prevalled in January 1966. Large arrivals
of rice in the market was reported to be the reason for this
trend.

from July 1866 onwards the price of rice registered a-
marked increase to be followed by a mild decline in September and
October 1966. T : price in the open market exhibited a sharp rise
during the mcnth of December 1968. :

On a comparison with the prices during the corresponding
month of the previocus year, price in December 1966 exhibited an
increase of 36% at rprivandrum, 447 at Quilon 20% gach at Trichur
and Kozhikode.

Corriander:-

At almost all the centres in the State, the prices of
corriander cxhibited a bullish trend during the year under review,
The averwge prices of corriander in 1966 showed an increase rang~
between 207 to 227 in the different centres, compared to the

70-67.
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avirage prices prevailed during 1965. The increase Was most
significant at Palghat where the rise was of the order of

82 ps./Kg.

The prices of corriander, which was high during
December 1965 continued to persist during January 1966 also.
However, the prices displayed a downward trend during the
month of February and March 1966, With the exceptlon of
Palghat where the prices exhibited a hardening trend. From
April 1966 onwards corriander prices showed an increase at
almost all the centres. This was the result of the scarcity
of the commodity in the market. During the month of Decem~
ber however the prices of corriander showed a downward trend
at almost all the centres and it was due to large arrivals
of the commodity in the market.

Ghillies: -

During the year under report, the prices of chillies
spurted to dizzy heights at all centres. The rate of incre-
ase in prices varied between 75% to 101%, When compared to the
the prices prevailed in 1965. The rise in p [ e during the
the year was 75% at Trivandrum, 85% at Quilon, 91% at Alle-
prey, 94% at Ernakulam, 83% at Trichur,&t93% at Kozhikode
and 101% at Cannsanore.

A During the month of January 1966, the prices of chil-

lies continued to be quoted at almost the same level of
prices prevailed in December 1965. But a declining trend was
witnessed at Trivandrum where the quotation was Rs.4.00/Qtl.
as against the December quotation of Rs.4.25/Qtl.

During the months of February and March chillies -
prices displayed a downward movement. However fror the month
-of April onwards, the prices started rising and an abnormal
spurt in prices was notices in the month of July 1866. At
Trivandrum the July quotation stood at Rs.5.55/Kg. as against
the July 1965 quotation of Rs.2.60/kg. registering an increase
of 113%. Similar trend in prices was witnessed at all other
centres, the percentage of increase being 129 at Quilon, 125%
at Ernakulam and 146% at Kozhfkode. The limited arrivals of
the commodity in the market and the sharp rise in prices at
the origin were the causes for the increase in prices. The
prices of chillies at all the centres further firmed up during

the rest of the year. During the month of October 1966% the
70-67.
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quotation reached its peak level. The October quotation

was placed at Rs,7.75/Kg. at Trivandrum recording an increase
of Rs.2.20/kg. over the July prices. At Ernakulam the prices
of chillies stood at-Rs.8.38/kg. gaining Rs.2.42 over the July
prices. At Kozhikode, during October 1966, the chillies pri-
ces firmed up to Rs.7.38/kg. gaining Rs.2.13 over the July
price.

However, during the months of November and December 1966
the prices of chillies recorded scme decline. The price in
December has softened losing Rs.0.73/kg. &t Trivandrum over the
October prices. A corresponding decline was witnessed at all

other markets.

Onionsa:

An increasing trend was noticed In the prices of onions
from the month of April onwards. But a s~ arp rise in prices
was observed during the month of June. 7%This was mainly attri-
buted to the poor arrivals of the commodity in the market. The
sharp rise in prices at the origin, on accourit of poor harvest
auring the year, has contributed to the bullish trend. At Tri-
vandrum, the prices rose by Rs.0.51/kg. over the Janmry prices.
The price has.gone up by 66 ps. at Quilon, 65 ps. at Alleppey
65 ps. . at Ernakulam and 54 ps. at Kozhikode, over the price
quotations prevailed in January 19686.

The upward movement continued from thc monthof August
onwards. During December onions was quoted at Rs.1.10/kg. at
Trivandrum, as against the quotation of Rs.0.4(C ’kg. during the
corresponding period of che previous year. Other centres too
Wwitnessed a similar trend in pr =es.

Pulses:

A pronounced increasing trend .in prices was noticed in
the case of Blackgram in the pulses group.

The average prices of blackgram in 1966 showed an increase
ranging between 24% at Trichur and 38%7 at Ernakulam over the 1965
level of prices. The prices of blackgraia exhibited an increasing
trend from the month of July onwards reacning the peak during the
months of November and December 1966, Less arrival of the commo-
dity in the market was reported to he the reason for the upward
trend in prices
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Gingelly oil:

During 1966, the prices of gingelly oil registered
a rise. The high level of prices for gingell~ oil reached
in November 1965 was more or Jess maintr ined 11 & 11
1866. During the month of May gingell o ~1 exh
bited a further increase at almost all th atres., T%
question for gingelly oil again tirmed up in Juke 196¢
At Quilon, the price of gingelly oil rose by 57 ps./ltr.
over the prices prevailed in April. The corresponding
increases at other centres are: Alleppey 61 ps./ltr.
Trichur 42 ps./ltr.; Koghikode 64 ps./ltr. During the
months of July, August and September 1966, price of gin-
gelly oil witnessed a strident rise. During September
1966, the prices stood at Rs.5.67/1tr. at Quilon,
Rs.5.03/1tr. at Trichur and Rs.5.04/1tr. at Kozhikede.
However, the prices showed a mild decline during October
to be followed by a further softening during the months
of November and December 1966. The price of gingelly oil
during December 1966 at Quilon was Rs.5.10/1ltr. compared
to Rs.4.58/My. during December 1965, At Kozhikode the
prices were Rs.4.70/1tr. 4in December 1966, as against
Rs.4.40/1tr. in December 1965.

Coconut oil:

During famuary 1966, the price of cocoanut oil
softened from the December 1965 quotation of Es.5.70/1tr.
to R8.5.53/1tr. at Quilen, frem Rs.5.10 to Rs.4.85 at
Alleppey, from 5.36 to Rs.5.09 at Trichur and from Rs.5.22
to Re.5.05 at Kezhikode. However cocoanut oil prices exhi-
bited a mixed trend during the rest of the year. During
the months of March, May and July, coccanut oil prices
exhibited -~ bearish tendency. November and December 1966,
showad upw: 2d trend. At Quilon, the price of cocoanut oil
advanced from #.45/1tr. in October To Rs.4.72 in December
1966. At Alleppey the December quotation stood at Rs.4.35/
litre as against Rs.4.10/1tr. in October and Rs.5.10/1tr.
in last December. At Kozhikode the quotation firmed up from
Re.4.23 in October to Rs.4.41 in December 1966 compared to
Rs. 5.22 in December 1965.

“apioca:

During the year under review, the prices of taploca
(raw) exhipited a mild deciine, compared to the prices
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prevailed in 1965. The commodity became cheaper by 4 ps./keg.

at Trivandrum, by 2 ps./kg. at Alleppey and Ernakulam and
4 ps./kg. at Kozhikode during the year.

Arecanut (Ripe)

m Prices of arecanut displayed a declining trend during
the year. At Trivandrum the average price has declined from
Rs.4.99 in 1965 to Rs.3.60 in 1966, registering a decline of
about 28%4. Similarly, at Quilon arecanut prices, declined by

24.44. At Trichuar, the decline was only 17%. At Kozhikode
the decline was 26%.

From January 1966 onwards arecanut prices gradually began
to increase. This rising trend was observed till May 1966. Over
the pericd from December 1965 to May 1966, the prices has gone up
by 53% at Trivandum, 86% at Alleppey 69% at Trichur and 44% at
Kozhikode. From July 1966, arecanut prices showed a progressive
decline, to be followed by mild rise in December 1966.
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It is generally recogniscid " that pi, Ing for dev: lop=-
ment has Within its own womb the csccds of inflation. Incoo-
asing gevernmental outlays accompanied by expansion in pri-
vate sector result in a rise of disposablec money inceme which
is not usually matched by a corresonding rise in argregate
production and supplies. This necessarily creates ¢ infb-
tionary situation. Inflation is therefore locked upcn as an
inevitable concomitant of the developmental process itself.

Though considered as inevitable, inflation is not
regarded in most quarters as desirable. The main cconomic
and social objection to inflation is that 4t brings in its
train strident rise in prices which hits unfavourably the
vulnerable sections of the society.

Price policy in a developing economy has to con¢entrate
on two main objectives:

(a) it must ensure that the movements of relative prices
accord with the priorities and targets that have been set in

the plan and

(b) it must prevent any considerable rise in prices of
essential goods that enter into the consumption of low income
grogps. Both these aspects were stressed during last three
plan periods. Prices, however fluctuated widely in the I Plan
period and they have shown a rising trend through the II Plan,
period. At the commencement of the III Plan, the levels of
wholesale prices and cost of living were already high. During

the course of the TII Plan period, a sharp all-round increase
in prices has been in evidence.

The factors affecting the supply and demand and conse-

quently the prices are complex. The large price increases
during the year under review have been largely due to inade-

dequate increase in supplies of food and other essential com-
modities as well as continued increase in domestic expenditure,
both public and private. For exercising an effective restraint
on these price rises, it will be necessary to remedy the above
factors as quickly and effectively as possible. '

In an economy like ours where a substantial proportion
of the expenditure incurred by families in the low income
ranges is on foodgrains, reasonable stability of foodgrains
prices is of vital importance. It has to be noted that an
increase of one percent in income leads to about 0.7 to 0.8
percent increase in the demand for food articles. From the
recent experiences, it would appear that it is the food prices

70-67.



that act as the pacc *ter.

The main emphasis in price poliey should be to ensure
that a spiralling of costs, prices and money income through
mutual interation is avoided. Firstly, steps should be taken
for maintaining prices at reasonable levels through expansion
of state participation and control of both wholesale and
retail trade in respect of basie consumer goodx like food-
grains, textiles, edible oils ete. Secondly an earnest attempt
should be made to reduce the scope of automatic linkage between
cost and price increases. The growth in industrial production
has been tardy for during the third plan as a whole, the avera-
ge annual inerecse ir industrial production works out to about
% as compared to the target of 117. As in the case of essen-
tial consumer articies, it will bec necessary to design speecific
measures for regulating the prices of industrizl rav materials
wWhich have a significant bearirg on the economy.

However, it may be borne in mind that holding the price
line does not mean freezing tie prices. It has a positive role
tp play in giving the farmers certain incentives by offering
prices that would give them a certain profit margin. Since pro-
duction of agricultural crops in India has a positive responsive-
ness to price changes, it is cssential that encouragements should
be given to farmers by providing a profit margin. Policies like
gearanteed minimgm prices to the farmers, local storage and other
facilities, open market operation etc. are suggested for combat-

ing probable fall in prices or for providing incentives to the
farmers.

In respect of industrial raw materials too, price and
distribution regulations have to be imposed with a view to ensur-

ing economy in their utilisation and preventing undue inerease in
the prices of commodities produced from these raw materials. All
these policies should aim at augmenting exports, and restrain
domestic consumption. Again these policies should provide incen#
tives for additional investment and produetion.

An important element of price poliey is fiscal and monetary
discipline. Fiscal policy should aim at mopping up the excess
purchasing power which pulls up demand above the level of available

supplies. The quantum of taxation must be adequate to kecp down
consumption to the desired levels. In other words, fiscal policy
must aim at restraining consumption and mobilising savings.

Monegyary policy has to go hand in hand with fiscal poliey.
There has been a constant pressure towards credit creation and
monetary exipansion arising out of a low rate of savings and wide
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opportunities for investment. The bank crecdits to Govern-
ment and the privatc scctors are the main factors affecting
cxpansion of money supply. -The overall defiéits shown in
the budget statements do not give the real -picture of defi-
¢it financing. The net bank credit to Government is more
relevant. Monetary poliey has to regulate the pace of
credit creation through banks. Care must be taken to see
that the scale and pace of development in the private sector
is in line with the plan priorities. The private sector
should not be allowed to exert undue pressure on the scarce
resources available for investment. Speculative holding of
commodities and accumulatipy of inventories need to be dis-
couraged., The policy of sclective credit controls followed
by the R.B.I. has been supplemented by measures designed %o
restrict credit creation by banks. 4 system of penal rates
on borrowing by banks beyond defined limits has been instds
tuted by the Reserve Bank of India.

Without adequate fiscal and monetary discipline other
regulatory measures cannot have the desired effect. But
fiscal and monetary poliey by themselves may not suffice.
It may be necessary to have physical allocations and direct
- controls in certaln sectors. The prime need of the moment
to devisc and implement measures for increased agricultural
production should receive:the urgent and carnest attention
of one and all.

70-67.
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7. PRICES - JANUARY TO DECEMBER 196€¢
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RETAIL PRICES January to December 1966
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RETAIL PRICES January to December 1966
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