INDIAN PRICES DURING TIHE DEPRESSION
By SAILENDRA NATH SEN, M.A,, axp HARIS CHANDRA SINHA, M.Sc., Pu.D,
StaTIsTICAL LARORATURY, PREsIDENCY CoLLeGs, CALCUTTA.

‘The outstanding fcature of the present depression is the heavy fall in prices. Two
questions  immediately suggest themselves. Did the slump in the Indian pricelevel
begin simultancously with that in the world pricelevel? Did the two price systems
follow the same course?

In India, two official index numbers of wholcsale prices are available, one for
Calcutta and the other for Bombay. For the world price system, it is difficult to
find a suitable index. A combination of the separate indices of different countrics into
o composite index is ot satisfactory due to the bewildering diversity in the method of
constriction of these indices. Such a combination is open to objection on theorctica?
grounds also. Again, some countrics have abandoned or bren forced off the gold standard ;
many others, although pominally on gold, have set up elab h of hange
control. The price structures of all of these have been affected in consequence.  Lastly,
the social and cconomic conditions are so much different in dificrent countries that even
if it were possible to construct such a composite index, it would be very difficult to
interpret it,

An obvious way s to choose a country like Canada for \he purpose of comparison,
as the economic conditions arc more or less similar to those in India. But that will
obscure the special difficulties of agricultural and debtor countrics in the midst of the
present depression.  On the other hand, if a country like the United Kingdom is taken
as the standard, the comparison is equally unfair for an opposite reason. The U. S. A.
probably furnishes a proper basis,—a sort of mcan between the two extremes. Taking
these and similar facts into consideration, it has been thought advisable to study the Indian
price system with reference to all these three countries.

This also involves many difficulties. For instance, to take up the index numbers of
wholesale prices first, the base periods for Calcutta and Bombay indices are the end of
July, 1914%, those for Canada (Burcau of Statistics) and U. S, A. (Bureau of Labour
Statistics) are 1926 and that for the United Kingdom (Board of Trade) is 1913. Partly
because of this and partly because they have been constructed on different methods, the
five indices show a divergence throughout. Thus, for January, 1929, the figures are 145,
148, 97, 95 and 138 for Calcutta, Bombay, the U. S. A., Canada and the United Kingdom
mped:wly To make them comparable as far as possible, all the figures have been

of the ling figures for January, 1929. The results are
given in 'l‘nhlc I, and shown in Fig. 1.*®* During the preseat depression, the

*Recently the Rombay Labour Office has started a mew index number on be Lasis of average
prices for 1931, Bt it Is to be published quarterly.

**Ratcs of rise snd fall are best shown on logarithmic paper. But for showing roties between
different index numbers, the ordinary graph paper sccms (o be more soitable. At Jesst, Jt Is casier
of comprehension. As regards the graphs themscives, the device of redwcing all quantitics to the
Jaouary, 1929 basis has in a large mcasure made the different xcrics statistically homogencous by
bringing the floctustions to the same order. Theoreti the respective atandaed deviations ought
to be taken for mcasaring average fluctoations, In any case, the ranges have been guoled at the
np of alt sevics (o show roughly e relative amplitades os they are ot alt cqual.
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downward trend has been much more important than normal scasonal changts. To aveid

! lication, any ion for this has not been introduced, The wholesale
price index for Calcullta was the same in Januory, 1929, as it was on an average through-
out the year 1028. The individual priccs were also in substantial adjustment with the
average annual prices during 1928, ‘Thus January, 1029, provides a fairly good and
otherwise convenient starting point,

Tante 1. Inpex Nuesueer op \WnoLksaLg Pricas.
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{a) I'rices have heen expressed os percentages of the value for Janvary, 1929. That Is, figorca for
Janvary, 1929, In the original data have been token ss 100 in constructing the index-nommbers.

{b) Base of original serics :='Calcoita Index, July, 1314 {145); *Nombay Index, July, 1944 ad;
*United States, Dureau of Labour Statistics Rase, 1928 {97); ‘Canada, Buresa of Statistics Base,
1928 (98); *United Kingdom, Baard of Tralc Dace, 1813 {138).

(¢) Since the suspension of the gold standard (in Septemixr, 1931) gold prices for Calcntia and Dombay
have been shown in Lrackets side by side with paper prices.
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Course or WiorezsaLe PRICES 1y DirrkReNt CoTNTRIES,

It will be seen that all the five indices show a substantial similarity with only minor
differences. This is clear when we consider the gaps Litween the thick line for the
Jamuary, 1029, level of prices, representing 100 and the graph showing the actual course
of prices in the five centres; for these gaps roughly measure the intensity of the depres-
sion in the respective cases.  Their similarity only shows that the depression is largely
Lranght about by faclors operating tl) 1 the world.

On a closer analysis of the Table | as well as of the relative charts, however, it
will Le sven that the fall has een the heaviest in the ease of Caleutta, by as much as
40 per cent. below the level for Jonuary, 1920. The orders of the fluctuations of the
remaining four serivs arc not very tnuch different, about 30 per cent., except in the
case of the U, S. A., which has remaincd on gold throughout, with the result that prices
have fallen more heavily than under a sterling standard.

Another important fact brought out is that there was no appreciable time lag in the
setting in of the depression in the different contres, except in the case of Canada where
it hegan since Jamuary, 1930, cnd not since October, 1929, Another point to be oticed
is that the course of prices in India became uncertain as early as \he begiuning of 1929,
having since then been marked by falls and recoveries, although their amplitudes were
emall in every case.  An obvious inference is that the depression began in India before
other countries, certainly before Canada. The reason scems to e that as soon as prices
show a sagging lendency, businessmen Iry to hold back stocks in order to avold losses
os far ns possible, with the result thot prices are steadicd, or even raised a little. If,
however, there is not simply a temporary trade cycle but a real depression involving a
wide economic disorder, this expedient proves unavailing, and prices.do come down. The
price of packing materials like jute Legins to decline even before that, that is to say, a3
soon as stocks are held back.® As the Calcutta Index is heavily weighted with jute
whereas in the Bombay index it does not figura at all, there is no wonder that the courses
of prices in the two centres were somewhat different, the latter following pretly closely
the U. K. Jevel.

GCoLb Prices AND Roreg PRICES.

Since Scptember, 1931, for Calentta and Bombay indices, it has been found necessary
to quote gold prices side by side with rupce prices, both in Table 1 and in Fig. 1.%°
for comparison with the course of prices in U. 8. A, It will be scen that after November,
1031, gold ond rupee vatues both for Calentta and Dombay, have moved niore or less
parallel, except during the month of March, 1832. The discrepancy immediately follow-
ing the suspension is obviously due o the great uncertainty prevailing at the time, but
it was short-lived, because Loth Calcutta ond Bombay indices are constituted with com-

*As o matler of fact, the price of raw jute declined as carly as April, 1929, Sce Teble 5,
Culfunn (4), p. 18,

**The quotations for prices included in the Calentia and Tombay indices are for the ends of each
month, The rise in the ropec-doliar exchange rate nlove parity at those times has been taken o be
the measures of the depreciation of the rupce. This Is, of covrse, based on Use acenmiplion that the
exchange quickly reacted on prices, the validity of which has been examined later on,
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moxlities, which are mostly internationally traded articles, and as such are highly sensitive
to exchange fluctuations.

Since the rupee was linked to sterling after the suspension; it is interesting to compare
the relative movement of gold and rupee prices with that of gold and sterling prices. For
this purpose, reference may be made to the diagram given in the Economist for July 9,
1832, on page 60. There also gold and sterling prices show a parallel movemcit since
March, 1932, cvidently because the dollar-sterling ratio has since then practically remained
in the neighbourhood of $3.45—%0 to the . Their movements were however Yiot parallel
during the preceding period, whercas in India therc was a substantial parity between
rupee prices and gold prices. ‘This difference is due to several factors, Firstly, the “primary
products” used by the Economist for constructing the diagram are not the same as
those entering into the wholesale price indices of India. Secondly, the gold prices that
hove been used by the Econmomist are prices actually ruling in the U. S, A. markets,
while.the gold prices index that we have used s obtained by correcting the rupee prices
by the rise in the prevailing rupec-dollar rate. ‘The exch rate is a complex of many
economic forces operating for various lengths of time and it camiot register the variations
in the market prices of a few products, however, internationally important they might
e, Moreover, the conrse of prices in India and the United Kingdom is not cXactly simitar,
partly because the proportion of trade witll gold standard and with sterling standard
countrics is not the sune in each case,

But, it is clear from a study of the Ecomomist and our own diagrams that given a
reasonable amount of stability of the exchanges, the prices of internalionally traded articles
quickly adjust themselves, so that the movements in gold and local currency prices become
substantially similar,

DiseariTy HETWEEN PRICES OF DIFFERENT REGIONS.

As stated above the gap for Calcutta is greater than any other gap. ‘To bring out the
mutual relations better, the ratios of the Colcutta index to the other four indices
have leen calculated in Table 2, and plotted in Fig. 2. If the prices in diffcrent coun-
tries had moved alike, then these ratios would have been necarly 100 in cach case and the
curves would not have deviated from the thick lines.

Tt is evident that the Calcutta price level has followed a course which is quite differ-
cnt from the prices ot other centres, the deviation somctimes being by as much as 15 per
cent. from the U, S. A., Canada and United Kingdom levels and 20 per cent. from the
Bombay level. ‘The rapprochement ot the time of the suspension of the gold standard was
short-lived, especially in the case of the U, S. A.

If comparison is made with the Bombay index instcad of with the Calcutta index
quite different results are obtained. The parallelism with the U. K. is very close, the
maximum deviation being only 4 per ceht. cither way. The disparity from the Canada
level is also not very wide. It is only in the case of the U. S. A. that the divergence is
rather Jarge,

The reason for this somewhat dissimilar movement of the Caleutta and Bombay in-
dices is to be looked for in their different compositions. Tn fact, some of the items mclu.ded
in the Colcutta index but excluded from the Bombay index, €.g., tca, raw jute and juto
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Fig. 1. Index Number of Wholesale Prices.
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manufactures have fatlen more heavily in price than (he rest, and this has depressed the
Calcutta level below: that of Bombay. This shows the importance of unalysing the price

systems
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Prices o¥ Exrorys aNn IstroRTs.

One may begin with a study of the exports ond imports separately. The constituent
items of the Calcutia wholesale price index number have been dividid into two eategorics
of exports and imports. The index numbers of prices of the exports are available from
Scptember, 1920, to March, 1932. The saine holds good for the corresponding index

Tanee 3. Prices or EXrORTS AND IMTORTS.
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Fig. for Jan. 1020 139 148 Fig. for Jan. 1929 139 18
Range 30 23 G8 Range 50 24 68

1929 1931
January 100 100 100 January 3 13 12
February 100 100 100 February [ 83 L]
March 09 100 101 March 0 83 182
April [ 101 105 April 58 81 143
May o1 101 W7 May 34 84 us
June 81 0 m June 52 84 161
July 08 101 106 July 5 2 185
August -1} 102 109 August 53 Bl 153
September %6 101 103 Seplember s 81 159
ctober 04 101 100 October 53 Bb 133
November 00 09 110 November £ 8 1
December 8 07 109 December 58 84 Hs
1930 1992

January 86 03 no Jonuary 57 84 1w
February Bl 03 ny February 56 83 152
March B0 98 19 March 58 83 157
April 79 03 120 April 30 2 164
May 8 o4 m May 48 80 167
June 3 02 126 June 47 k) 164
July 7 ol 128 July 8 8 162
August 69 02 133 August Lo 0 149
September 67 o1 136 September 53 79 119
tober 3 89 137 October 52 79 152
November 63 83 136 November 52 9 132
December 6l 8% 138 December 50 ki 156

Trices have been expressed as percentages of values for Jauwary, 1929, That is, figures for January,
1920 quoted stave the Range have Leen taken os 100.
Col. (2) Index Nomber of Prices of Exports from Inlia, Rase: July, 1914,
Col. (3) Index Number of Prices of Imports into India, Dase: July, 1904,
Col. (4) Disparity between I'rices of lixports and Imports
o J0dex Number of Prices of Imports [Col. (1)
Index Number of I'rices of Exporls (Col. (21)

x 100
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gumbers for the imports®. To complete the two serics the earlied and the later figures
have been cakculated, and they have been finally shown as percentages of the figures for
January, 1929, viz., 139 for exports arx! 148 for imports, in Columns (2) and (3) of Table
3. To bring out the comparison of the two indices better, the derivative index of the
relative prices of imports and exports has been tabulated in Column (4). This index has
been called the “Tern of Trade* and is of great theoretical intercst. 1t is also of con-
jderabl fcal i For, if imports have to be bought dear and ot the same
time exports have to be sold clicap, trade is bound to be adverscly affected. The imposi-
tion of high tariffs has widened this disparity. The only redeeming feature is that it is
now not getting nill wider (Fig. 3, p. 15).

Pricks oF RAW MATERIALS AND MANUPACTURES.

We may also classify the dities s raw rials and f: The theo-
retical jusufication for this lies in the fact that as a rule raw materials have falien more
henvily in value than manufactures, As is well known, during the war, agricullure was
less disturbed than f. ing Industri Since then there has been disparity between
the two. Eveh mow, agriculture is much .worse omanhed and lhercfore far Jess able o
adjust production to demand. The many ricti inn \mh t!ut for
coffee which have come to grief, all point to the same lusi G
the demand for agricultural goods is more inelastic than that for manufactures and there
is always a gap between the price levels of the two, In the League of Nations Report
on World Economic Depression, it is potntd out that the percentage falls in the -whole-
sale price indices of raw fals in mest E: ries have been of the order 30,
whereas the ponding figure for factures has been of the order 20, on a com-
rarizon of the price kvel of June, 193) with that of June, 1929§. Unfortunately no such
indices are available for India.

‘The composite price of raw jute and raw cotton has been shown side by side with

that of jute and cotton manufactured In Columns (2) and (3) of Table 4 and plotted in
Fig. 4. The group indices constituting the Calcutta Wholcsale Price Index as published

*The official division seems to be as follows :—
Exporls ;—Cercals; Pulses; Tea; Other food srtickes; Oil sceds; Maustard oil; Raw jale; Jute
manvlactures; Raw cotton; Other textiles; IMides and skins,
Imports :—Sagar; Colton manufectares; Metsls; Other raw and manefactsred articles; Ruilding
materials.

There is a similar set of Ggores derived from the Indian Todex Nemher (Base 1873}, which shows
8 close paraliclism with the scrics discussed here, except for a short period following the sexpension
of the gold standard. The correspouding figures for selected dates ere reproduced below,

Percentage fall as compared Rxronts InrORTS
with ber, 1929 Csicutte seeien Jodlan series Calcatta series  mndian seties
December, 150 w- M% 8% 7% 1%
March, 1831 .- % »% 6% 1%
Scptember, st - 7% “% 20% 7%
December, 1831 - 2% >3 7% 10%
March, 192 . 8% ©% 1% %

Jane, 1952 - 8% a% 7% 16%
@*A proper discussion Is here ont of place bat we mm refrain from referring to Keynes®
Treotise on Money, Vol, I, . 72 snd the bil Riven there—p to Tenssig's articlo in

the Economic Jowrnal.
$The exceplional case of Sweden Is discussed on p. 168 (revised editlon).
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Tank 4. Pricas o Raw MATRRIALS AND MANUPACTURKS,
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Col. () Compoalte Prico of Naw Juto and Raw Colton. Col. (3) Composite Privo of Juts and Cotlon Manulaciuret
Col. (1) Disparity betwean raw materials and manufactures
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in the Indan Trade Journal have been taken with the respective weights given theres,
ond oll have been converted to the January 1929 Dasis as usual.  The disparity index is
given in Column (4) of Tabls 4, and ploited in Fig. 4.

Tt is interesting to compare this index with similar indices In other countries. For
instance, in the Canada labour Gazelle, we have two separate scrivs for raw and manu-
factitred goodst, which together with their disparity co<flicient have been shown in Table
4. Similzrly the United States Department of Agriculture publish two series of prices
of goods bought and sold Ly the farmer. Although the first includes some raw materials
like fertilisers, it is 1 chicfly of f: These figures and their disparity
co-elMicient have also been inserted in Table 4 for the sake of comparison. It will be
seen that the disparity for India has followed the same general course as that for Canada,
while that for U. S. A. is somewhat wider, specially aflter the tarifls of 1930. Another
reason for these different courses is of course the different constitution of the indices.

Prices oF PriyMaRy Proprcrs.

This leads us to the ion of pri of individual fithes. Tt will
be scen that all have not moved exactly alike but there is substantial agreement among
them. This will be clear when we examine scparately cercals, oil sceds, jute, cotton, tea,
hides and skins, whose course of prices is given in Table 5, Columns (2) to (7). The
separate group indices constituting the Caleutta wholesale price index have been con-
verted to the base January, 1929 and their average given in Column (8). For comparison,
Canada and the U. S. A. index numbers of prices of farm products have been similarly
given las perechtages of the figures for January, 1929), in Columns (9) and (11). All
these series are plotted in Fig. S, which also show the relative disparity between
the Indian and other indices. It should be remembered that from Septemler, 1931 on-
wards, Indian values arc paper valués, whereas U. S. A. values are gold valucs. In other
words, Indian prices have fallen more than what is shown in the Table. In fact, the
small temporary rise following the suspension of the gold standard is more apparent than
real os has been shown in Table 1. Taking rupee prices as they are, the greatest Buctua-
tion is i the case of hides and skins, whose range is 80 and the lowest is in the case of
cereals with a range of 53. The rest have about the same range, of the order 60, which
is also the limit of the fluctuation of the average of all the primary products shown in
Column (8).

The prices of cercals and oil seeds record similar changes and have been plolted together
in Fig. 5. The gap noticed Letween June, 1929 and Juse, 1930 is due to special causes
operating on oil seeds. The chief seed included in the group is linséed, for which the index
has more than proportionately gone up. It may be recalled that during that season, the
production in Argentine was about one-third lcss than the previous year’s crop, and small
productions were also reported from Canada and the U.S.A. Similarly the Indian out-turn
was somewhat Jess. The result was that the price of linsced in Calentta rose from Rs. 7/4/-
per maund at the end of June, 1920 to Rs, 10/1/- towards the end of September. The
price remained ot o high level in spite of the depression for about three mosths, alter
which it began to fall, although not to the same extent as cereals. From July, 1930
onwards the parallelism is quite close. The movement is similar to the course of the index
for all the primary products calculated in Column (8).

2Pz, Raw Jute 8; Raw Cotton 2; Jute 4; Cotton 7.
$The furmer includes also “partly manufaclured goods,” and the latier &‘chiclly manufactured
Rouwds,’ but the broad division =smains the same os calculated for Iudia.
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Raw jute and raw cotton prices record similar movements as shown in Fig. 5.
But the parallclism is not so close as in the casc of cereals and seeds for obvious reasons.
If we omit the two small gaps at the beginning aml end of 1929, the disparity does not.
become appreciable until the end of 1830, when the price of cotton rallied due to many

Tantr S. Priczs oF PRIyARY PRODUCTS.
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I'rices have been expressed as percentages of the values for January, 1929,
Col. (8 Composite I'rice Index of raw materials in India oblained by taking the srithextic average
ol price index numbers given in columns (2)—(7).

Col, (9} Canada Price Index for raw and partly manufactured goods. e Col, 1]

; I'rice_Index of raw materials in India~ [Col. (9]
Cek. U0) Dirparity between Todia and Canads = qee Togey of ruw materials Tn Canada[Col. 811 %'
Col. {11) Price Index of commaoditics boaght by farmcrs in U. 5. A,

Price Index of raw materisls in_India [Col. ®) X100
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factors. It was partly in sympethy with higher American prices as a result of the termina-
tion of the lock-out in Lancashire and partly due to the withdrawal of the curtailment
scheme {n Japan, The other canses were the seasonal increase in American consumption,
and a rise in the local demand as an cfcct of the improvement in the Indian Mill industry,
On the other hand, the price of jute remained particularly steady except for a short spurt
in April, 1031, which was due to reports nbout decreased sowings. ‘This was soon nullified
Ly a proporti ly hcavier reduction in demand. There was another rally, a somewhat
moderate one, from July to October, 1931, due firstly to reports about injury to crops Ly
lloods, secotidly to the greatly reduced production of 5.6 million hales as against 11.3
willion Lales during the previous season and lastly to the suspension of the gold standard.
From the end of 1031 there is ogain a fairly wide margin, but the movements are substan-
tinlly similar during the past few months.

‘I'he real reason for the earlier disparity must be looked for in the diffurent statistical
positions of the two litics.* The cotton crop of the scason 1931-32 amounted to
only 4 million balcs following two ycars of short crops. Bat the local demand by mills
has been well maintained. Some rise again must be due to the imposition of duty against
forcign cotton. ‘The result of all this has been that the parity between the prices of Indian
aml American cotton on the Liverpool cotton market has definitely changed in favour of
India, which has not been appreciably affected by the suspension of the gold standard.
“This will be clear from the table Lelow showing the ratio between the sterling prices of
Fine Broach and Middling American nt Liverpool.

Jan. 2 Apr.3 fuly 3 Sept. 250ct. 2 Jun. 8 Jan. 20 Apr. 1
1901 1881 1881 1931 1931 1832 1632 1932
Parity (India on America) . 760 790 832 830 896 079 101.5 042

‘The fall §n the prices of hides and skins has becn the heaviest, ns pointed ont before.
‘The course of the price of tea, however, {s altogether different from the price movements
of the commoditics considered nbove as also from the movement of the U.S.A. and Conadn
farm products. As a matter of fact, the Indian Trade Commissioner Jiad to omit this
commioditys when he avanted to stress the similarity of the curves for the movement of
different commodities, which according to him, aflords striking support to the contention
that atl primary products are suffering from a single dominant cause—or from the aggre-
gate of several causes all cperating in one direction.t The special rcasons for the
catastrophic fall in the case of tea are heavy stocks, incrensed production outside India
and long drawn-out talks obout restriction schiemes which undermine confidence.

Cosr or Living AND WHOLESALE PRICES.

It is well known thot during periods of economic disturbances, whether a boom or a
depression, not tonly docs the price-level go up and down, there is also a noticcable dis-
parity between the cost of living and wholesale prices. The index numbers of cost of living
for Tndia, United Kingdom, Canada and the United States have been shown as percentages
of the January, 1029, figures in Table 6, Columns (2), (S), (7) and (9). Their relative dis-
parities from wholesale prices in Bombay, Caleutta and the other three centres have been
caleulated in Columns (3), (4), (8), (8) and (10) respeitively. All these figures os also the
wholesale prices have been plotted in Figs. 6 and 7 (p. 22). It will be scen that after the

pension of the gold dard in Sej ber, 1931, the disparity has ceased to be wider in

*Review of Trade Jor India for 1930-31 amd Jor r93i-32.
$Report on the Work of the Indlan Trade Commissioner during r931-32, p. 11.
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the coses of the United Kingdom and Canada and to a limited extent in the case of Bombay
and the United States but not in the case of Calcutta. Evcn in the first two centres, the

Tante 6—Cost or LIvING AND WHOLRSALE PRICES.
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cost of living is proportionately higher than prices, as compared with their respective
levels in January, 1929. This b the previ fusion that the d i
although still bad is not geuting worse. On reference to the figures for Bombay and
Calcutta, it will appear that maladjustiment had set in r ically from the beginning of
1929, long before its commencement in the United Kingdom and the other two countries,
where the year opened with the price level above the Jevel of the cost of living and not
below it. This also supports the conclusion already reached in the section on Prices of Raw
Materials and Manufactures, in which it was shown that the disparity between the two
started in India before they did so in Canada and the U. S, A.

CONCLUSION.

Although cconomic depression affects people mainly through commodity prices, the
prices, by t ves, are inad for a lete study, Nor is it always safe to asso-
ciate falling prices with depression and rising prices with recovery which may be purly
short-lived ns has been proved by expericnce so often during the present long drawnout
depression.  For cxample, the American boom preceding the Stock Lxchange collapse,
which brought on the crisis, occurred during a period of falling prices, although not on the
present scale,  American businessmen hoped that even though the prices were lowered,
if they could reduce costs proportionately, their profit would not be affected. Nay more,
even-if the costs«lid not fall to the same extent, and if there was a smallec profit on each
individual unit, there might still be a larger profit in the aggregate.

Tt is therefore necessary to study prices in relation to cost of production, along with
its important clement wages. Satisfactory figures for cost of production are not available
for auy of the countries, and those for wages relating to India are restricted in scope.
As stated by Sir Henry Strakosch efore the Ottawa Conference the cost of living may
Le taken as a rough measure of the cost of production for the United Kingdom. Il we
assume this for India as well, a large assumption, we find that there has been after the
suspension of the gold dard a certain of adj with Bombay prices, but
to a much Icsser extent than in the case of United Kingdom prices. What is more regrett-
able Js that the divergence with Calcutta prices is still quite wide. If we consider the
other criteria, such as the disparitics between the prices of exports and imports, between
the prices of raw ials and f: , and bet the prices inter se, we find
even now abund id of great i 1-adj! in India, although they
began herc earlier than elsewhere. Tho only redecming fcature is that the disparitics are
not, now getting wider and wider as before. The above analysis therefore indicates that
we have now probably reached the bottom, but it does not tell us how much longer we
may have to remain in the trough. That depends on various other factors, partly eco-
nomic and partly political, which cannot be discussed here.

DisCUSSION.

’Iie paper on Indian Prices during the Dcpression by Dr. Haris Chandra Sinha and
Mr. Sailendranath Sen was read by Dr, H. C. Sinha before a public mecting of the Indian
Statistical Institute held in the Presidency Cotlege, Calcutta at 530 p.m. on Friday the
3rd March, 1933, Dr. D, B. Meek, D.Sc., O.B.E., Dircctor-Ceneral of Statistics and Com-
amercial Intelligence and a Vice-President of the Institute was in the chair,

Dr, 11, C. Sinha supplemented the facts dealt with in the paper itsclf by charts and
fizures showing the change in the dispersion in the prices of different confinoditics in India,
He thought that the di ion had i 1 as the depression had duepened, and was of
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opiulou, that the magnitude of the dispersion was a kind of index of tht intensity of
cconoinie maladjustments.

Dr. D. B. Mcek opened the discussion by complimenting the authors on the great
labour taken in preparing the paper, and the clear manner in which such a large mass of
statistics had been presented. e ggreed with the outhors in thinking that it was practi-
cally impossible to reach a “world-level” for prices. A great deal depended upon local
conditions, and valil comparisons were not possible Letween different countrics, or between
different parts of the same country like India, The outhots had Leen wisc in studying
the price-levels separately,

As regords the question of disparity Dr. Meek was of opinion that prices were bound
to get more and more apart, that is, the disparity was bonnd to increase with the passage of
time, ‘The relative demand for diferent commodities would ehange owing to changes in

Timology and the devel of new industries, ITe pointed out that July, 1914, had
Leen used as the base for Loth the Calculta and the Bombay scries of index numbers. He
was of opinion that the disparity wos increasing through the action of nermal cconomic
causcs, and had very little conncxion with the course of the depression.  In order to study
the depression itself it would have been more instructive to have adopted a nearer base for
comparison.

Prof. P. C. Mahalanobis desirel to discuss certain purcly statistical aspects of the
dispersion in prices.  He was unable to acree that the dispersion must necessarily increase
witit the passage of time under all circumstances.  In the absence of seleclive causes, prices
should Le dispersed about the mean in a random manner. Ile thought that a detailed
sticly of the disparity in prices for different commadities would prove interesting  Such
a study woull reveal, for example, whether the prices fluctuated independently or there
were definite gronps of associated movements. He was, however, not clear whether any
i ification of the dey ion would ily incrcase the dispersion in prices.

Mr. J. V. Joshi referred to the great rise in prices during and after the War, and
agreed with Dr. Meck in thinking that the increase in the dixpersion pointed out hy Dr.
Sinlia was Jargely brought about by the economic distirbances of the post-War period
independently of the present depression. Ile thought that an increase in the dispersion
was not likely to have any diagnostic value so far as the depression was concerned,

Dr. L. Nemenyi menticned some of the world canses which had operated in bringing
abont the depression and thought that the absence of any appreciable lag in the fall of
prices in India showed that the depression in India was only a part of the world depression,
Dr. N. Sanyal was of opinion that the depression was more scvere in India than in other
;n:;l'mics, and thought that this was due to mistakes in the economic policy followed in

ndia.

Dr. Jogis Chandra Sinha referred to the wide disparity in prices between raw materiols
and manufactured goods. This indicated undue rigidity in the present cconomic structure
which was the root cause of the present depression. He emphasized the acute hardship
caused to Indian agriculturists who had to sell their produce cheap but had to buy tlieir
requircients dear. In India the dispersion in prices was probally aggravated Ly the
1ecent imposilion of heavy tariffs.

Dr. Haris Chandra Sinha pointed out that all prices in the present paper had been
expressed as pereentages of prices ruling in January, 1929. This month was ¢hosen os
the Caleutta index number was then practically the same as the average index nwmber for
IDZX?. He thought that the efflect of the time factor had been largely eliminated by this
(l_cwce. In any case he was referring not to the dispersion as suclt but the increascin the
dispersion observed during the four years 1929-1932. He thought that this was connected
wilh the courze of the depression, but agreed that further detailed studics were required
before this result could be established. He agreed with Dr, J. C. Sinha in thinking that
tariffs had intensified the disparity, but the purposc of the present paper was to describe
and analyse the facts as they were, and not to discnss causes and remedics. He was very
grateful for the kind recention of the raper, and wanted to point out that the charts were
prepared by a number of research workers in the Statistical Laloratory cf the Presidency
Collepe to whom praise was due.

‘The meeting terminated with a vote of thanks to the chair.
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