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INFLATIONARY IMPLICATIONS OF RESOURCE MOBILISATION 
THROUGH ADMINISTERED PRICE INCREASES

I. Introduction

1.1 The success of the Seventh Plan depends rather crucially on a
very large increase in the contribution of public sector undertakings 
(PSUs) towards the financing of the plan. The actual contribution of 
central and state PSUs, including additional resource mobilisation, was 
about Rs 18.634 crore or roughly 17 per cent of the total public sector 
outlay of Rs 110,821 crore in the Sixth Plan. This share has been almost 
doubled in the Seventh Plan to about 33 per cent of a total public sector 
plan outlay of Rs 180,000 crore, amounting to around Rs 59,000 crore 
(Government of India, 1985b, Chapter 4).

1.2 If we take only the central sector plan, including the plan for
Union territories and assistance to states, the dependence on PSU surpluses 
turns out to be even greater. The year-wise projections of the Long Term 
Fiscal Policy (LTFP) indicate that the share of all domestic borrowings, 
including the budget deficit, is to be brought down from around 63 per cent 
of the central sector outlay in the initial year of the plan (1985-86) to 
around 42 per cent in the terminal year (1989-90). The share of net capital 
inflow from abroad is projected to rise from 12 per cent to 14 per cent 
over the same period while the share of public sector savings is expected 
to go up from about 25 per cent to as much as 43 per cent (Government of 
India, 1985a, Table 3). Virtually this entire amount will have to be 
financed from PSU surpluses since the uncontrollable growth of non-plan 
expenditure, especially on defence, the payment of interest on public debt, 
administration and the food and fertiliser subsidies has left a negligible 
or even negative balance from current revenue in recent years and this 
situation is unlikely to change in the near future.

1.3 How are the PSUs supposed to generate these huge surpluses? The
Seventh Plan document refers to improvements in productivity and reduced 
costs. However, the increases in PSU surpluses during the Sixth Plan period
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largely came from the public sector oil companies because of sharp 
increases in domestic crude production and high oil prices in the world 
market. The LTFP document clearly states that there is little prospect for 
similar growth during the Seventh Plan period (Government of India, 1985a, 
pp. 8-9). It is therefore quite likely that the government will have to 
resort to substantial increases in the administered prices of public sector 
products as a means of financing the plan. Indeed the Deputy Chairman of 
the Planning Commission is reported to have stated quite frankly at a 
meeting of the Indian Chamber of Commerce in Calcutta last year that there 
are no 'magic solutions' for improving public sector efficiency, that this 
can happen only gradually and that therefore the government had no 
alternative but to increase administered prices.^-

1.4 This strategy of mobilising resources for financing the plan 
raises a whole range of questions regarding macro-economic effects on 
output and employment, the allocative and distributive effects and the 
normative principles for setting administered prices. Some of these 
questions were raised in the policy paper on administered prices circulated 
by the Government last year (Government of India, 1986a). However, in the 
present paper we have confined ourselves to only one aspect of this 
resource mobilisation strategy, namely, the inflationary implications of 
administered price increases.

1.5 A computable price information model based on the 50X50 Seventh 
Plan input-output matrix (Government of India, 1986a) has been developed to 
measure the inflationary impact of administered price increases. Similar 
price formation models have been used earlier to measure the impact of 
energy price increases (Rangarajan, Sah and Reddy, 1981; Sastry, 1982) and 
more recently to measure the impact of administered price increases in 
general (Gupta and Srinivasan, 1984; Ramachandra Rao, 1984). These earlier 
exercises were mostly concerned with measuring the contribution of some 
specific administered price increases to the actual rate of inflation in 
some past period. By slightly modifying the model in the present exercise 
we have been able to derive the standard response elasticities of 
individual commodity prices and the general price level with respect to 
price changes of nine major price-administered commodities. These response 
elasticities can of course be used to measure the contribution of 
particular administered price increases to actual inflation in some past 
period as in the earlier exercises. But they can also be used to predict 
the inflationary impact of any administered price increase during the 
current plan period.
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1 .6 Furthermore, the earlier exercises were restricted to measuring
only the first-round effect (direct and indirect) of an increase in some 
administered price (or prices) on the general level of prices. However, if 
wages are either wholely or partially indexed, then the initial rise in the 
general price level induced by the administered price increase will itself 
induce a second-round increase via increases in wage costs and this in turn 
will induce a third-round increase and so on until the system reaches a 
fixed point; rather like the round-by-round effects of the Keynes-Kahn 
employment (output) multiplier following an initial increase in aggregate 
demand.̂ * In the present exercise these feedback effects have been 
incorporated in the model and it turns out that the total response 
elasticities are much larger than the partial elasticities thrown up by the 
first-round effect.

2. The Model

2.1 Apart from the usual assumption of fixed coefficients Leontief 
technology common to all input-output models, we have made one additional 
assumption which should be explained at the very outset. The model assumes 
fix-price markets which are cleared through quantity rather than price 
adjustments. Prices are fixed as a mark-up over prime costs. The assumption 
of fix-price markets for manufactured goods is now a standard feature of 
most post-Keynesian macro models and is supported by a long line of 
empirical research starting with the Oxford studies on the price mechanism 
[Wilson and Andrews (ed.) 1951]. It is also supported by some research on 
industrial price formation in India.^ However, recent macro models 
developed in India and elsewhere typically partition the commodity market 
into two separate fix-price and flex-price markets since the fix-price 
assumption is less appropriate for agricultural commodities, even though 
prices of major agricultural commodities in India like wheat, rice and 
cotton are fixed and maintained on a cost-plus basis by price support 
operations of the government.^1

2.2 The assumption of a fixed mark-up over prime costs implies that 
all input price increases are passed on to buyers. However, the mark-up can 
be fixed either in absolute terms or as a proportion of costs. The 
input-output matrix-based pricing models cited earlier were all based on 
the assumption of a mark-up fixed in absolute terms which implies a secular 
decline in profit margins if costs and prices are rising over time. This is 
not realistic for Indian conditions and we have accordingly assumed margins
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to be fixed as a proportion of costs, though the margin includes provisions 
for commodity taxes, depreciation, interest charges, tax on profits and 
other overheads.

2.3 To the extent that input cost increases are absorbed either 
through increased efficiency or thinner margins over cost, and to the 
extent that markets get cleared through both quantity and price adjustments 
following an initial rise in prices, the actual inflationary impact will be 
dampened and somewhat less compared to the estimates thrown up by our 
model. We have also not explicitly accounted for the possibility that other 
things being the same, additional resource mobilisation through 
administered price increases would imply less deficit financing and less 
inflationary pressure on that account. The results thrown up by the model 
should therefore be interpreted as a sort of upper bound estimate of the 
inflationary impact of administered price increases. Pricing policies which 
appear not to be very inflationary in terms of the model may therefore be 
taken to be non-inflationary in the real world.

2.4 Consider an economy with M = (nrf-n) commodity groups or sectors 
where the prices of m sectors' outputs are determined in the market. The 
prices of the rest of the sectors' outputs are regulated or administered 
exogenously by the government. Henceforth, we shall describe the former as 
non—administered sectors and the latter as administered sectors. Let Im
represent the index set of all non-administered sectors and I that of all 
administered sectors with 1^ = ^m^n >̂ê ri8 t̂ie set (!»••••> M). Given
exogenous shocks in the form of changes in some or all administered prices, 
our purpose is to study the effects on individual prices in the rest of the 
economy and the general level of prices.

2.5 From the M X M commodity X industry value coefficients matrix we 
pick up two of its sub—matrices. One is the m x m matrix of 
non-administered sector inputs going into the production of the same 
sectors' outputs. The other is a rectangular n x m matrix consisting of 
administered inputs used for production of non-administered outputs. Denote 
the former matix by A and the latter by A. If only one sector's price is 
fixed exogenously, i.e., if n=l, A is a lx(M-l) vector of this sector's 
output going as input into the production of all other sectors' outputs. If 
ro=M, the model reduces to that of a competitive economy.
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2.6 For the non-administered sectors' outputs the price formation 
equations are given by

pj “ £  *i3pi + + rjPj»J£Im (1)
U! h

where

Pj is the per unit price of commodity j,

â j is the requirement of the ith input per unit of the jth 
output.

lj is the labour requirement per unit of jth output.

Wj is the prevailing wage rate in industry j,

and Tj represents the fixed fraction (margin) of jth output price 
which covers the industry's profits, indirect taxes,
interest charges, depreciation, profits tax and other
overheads.

Equation (1) can be rewritten as

Pj = sj ( ̂ aijPi + ijWj) (2)
i€IM

where

l/d - r,). J<1»
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2.7 Given an external shock in the form of changed administered
prices, the changes being denoted by 2TPi> i€ln, the change in other 
prices is given by the system of equations

4 Pj “ 8j ( X ® i j  -^Pi + £>*±1 ^ P i  +

(3)

where w^ represents the change in the jth wage rate. The percentage change 
in these prices is then

HHj APi + £ aij <^Pi + 

/SPj i€I» i£In

Pj £  + lfj
1£I„

i*ra <4>

Denoting the denominator on the right hand side by a’j, (4) can be 

written as

A Pj = £  *ijPi A Pi + ^jPi 2Pi +

Pj aj Pi ^  ®j Pi

1iv3 ^ Wj m (5)



or,

Pj " £  bij Pi + ^  bij pi + Vft* (6)
*«• i€In

Inflationary Implications of Adainistered Price Increases i

where

Pi " — > *«■ *  = — > U1n
Pi Pi

^ wj J£I-

• i€IM .

‘’wj

£  bij + Vj = 1.

and b±iyot i ^ ,  jei^
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Note here that the dependent variable is now independent of the numerical 
values of the profit margins.

Finally, since a change in the general level of prices (P) is a weighted 
sum of individual price changes, we have

P - 2 * i P i + 2*iPi (7)

where

0^  0 for 0X^.2 < ± = I 
i€IM

and the input-output coefficients are defined such that p̂  = 1 initially
for ifil̂ .

2.8 So far changes in wage rates have been treated as exogenous to
the model. In fact if wages are wholely or partially indexed then a change 
in the general price level P will induce a change in money wage rates w 
leading to further changes in p^'s and therefore P itself. To take 
account of these feedback effects the model must be extended. Letting *'| j 
denote the response elasticity of money wages in sector j with respect to 
the general level of prices P the system of equations (6) can now be 
rewritten as

pj - s ^ j p i  +■£ bijti + V j i j K

Notice that we have here isolated and picked up only that part of a change 
in money wages which is induced by a change in the general level of prices. 
Wage rate changes attributable to other exogenous factors have been set 
equal to zero.
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Using equation (7) and rearranging terms, the system of equations (8) can be 
rewritten as

Pj = 'SL 0>ij + *yjTj°<i> Pi + £  (bij + *Vrj 1 j*i> 1̂*
tfIn

*1 *  (9)

Given any administered price change p̂ , i€In, we can now solve this 
system of linear equations for p., j£Im and hence the percentage change in# Jthe general level of prices P.

The response elasticities of the non-administered prices 

(Pj/Pj.), iein, 

and of the general price level

are partial when the model is run with = 0 for all j. When
is run with . set to its actual estimated value, we get 

• 7response elasticity.

3. The Results

3.1 Administered Price Contribution to Past Inflation

3.1.1 The formulae for computing price response elasticities given in 
the preceding section can now be employed to estimate how much of past 
inflation is attributable to increases in the selected administered prices. 
Computations for a short period from 1979-80 to 1984-85 and a longer period 
from 1970-71 to 1983-84 have been reported in Table 1.

the model 
the total
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TABLE 1

£stimated Contribution of ^dninistered Price 
Increases to Past Inflation

Industry j Percentage 
! chanqe in

Percentage 
chanqe in

J 1 98 4-0 Shaver 
j 197£-Rrr

19R3-B4f0uer
1970-71

1. Coal and Lignite » 116 829
2. Crude Oil and Gas j 26 1 640
3. Petroleum Products ! 76 438
4. Fertilisers

I 57
168

5. Cement j 102 322
6. Iron and Steel I 72 313
7. "'Jon-Ferrous Hetals | 52 242
8. Rail Transport Service 1 01 231
9. Electric ity ! 84

T
288

Total Increase f ’ ....
i 56 216

Jhole sale 
Price Index

( U P I )

Adnini stered 
Price Induced 
Increase

iFirst
|Round _
1 In pac t i___

; 22 
j (39)
j

107
(50)

j Total * 
1 Inpact

I 27 
j (48)

132
(61)

fJotes: £ for all administered items except rail transport, the
price changes are estimated from the wholesale price index, 
For rail transport the implicit deflator in the .‘Jational 
Accounts Statistics has hcen used.

* Figures in parentheses indicate percentage share of total 
increase in wholesale price index. The first-round impact 
is based on partial elasticities and the total impact is 
based on total elasticities.
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3.1.2 During the one and a half decades since 1970-71 the price
increases were of course dominated by fossil fuel and related prices
induced by the two oil shocks. Crude oil and gas prices increased by over 
sixteen times, coal and lignite prices over eight times and petroleum 
products over four times. Other administrative prices also increased at
rates greater than the average rate of increase of the general price level 
(WPI) which increased 2.16 times over this entire period. Our toxlel
estimates show that the first-round impact of our nine administered price 
increases accounted for around 50 per cent of the general inflation of this 
period while the total impact of these administered price increases 
accounted for around 61 per cent. The estimates for the shorter period of 
1979-80 to 1984-85 are somewhat smaller, the first-round and total effects 
working out to 39 per cent and 48 per cent respectively.

3.1.3 The Finance Ministry discussion paper cited earlier had 
conjectured that the contribution of all administered price increases to 
total inflation during the period 1970-71 to 1985-86 was around 24 perOcent. However, we have now seen that about 50 per cent is the contribution

Qof just the first-round impact of only nine price-administered commodities. 
When we include the feedback effects via money wage rate changes, etc., the 
total contribution of just these nine commodities goes up to 60 per cent. 
Clearly the total impact of all administered prices would be even 
larger.^

3.1.4 Our estimates of the contribution of administered prices to past 
inflation should be treated cautiously because we have used short-run 
elasticity of wages with respect to the general price level to estimate 
administered price contributions to past inflation for rather long 
periods. In fact, as estimated by Chaudhuri and Chaudhuri (1986), the 
elasticity of wages with respect to lagged prices could be negative. See, 
e.g., equations (14) and (17) of their paper. Furthermore, factors other 
than prices have been treated as residual in our specification of the wage 
equation. But these limitations notwithstanding, the essential point to 
note is that actual calculations indicate that the contribution of 
administered price increases to past inflation has been much larger than 
that conjectured in the official discussion paper.
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3.2 Partial and Total Response Elasticities

3.2.1 Do the above results necessarily imply that the size of the 
Seventh Plan can be maintained through a strategy of raising administered 
prices only at the expense of a high rate of inflation? To answer this 
question, the model has been run to estimate the partial and total response 
elasticities of non-administered commodity prices and the general price 
level with respect to each of the nine commodity groups, i.e., crude oil 
and gas, petroleum products, coal and lignite, electricity, fertilisers, 
cement, iron and steel, non-ferrous metals and rail transport services.^ 
Response elasticities have also been computed for simultaneous price 
changes in all nine commodity groups together and for a few combinations of 
these groups. In each exercise when the price of one or more of these 
commodity groups is changed exogenously it is assumed that other 
administered prices in these groups mimic the behaviour of completely 
non—administered prices, i.e., that they too pass on the associated 
increase in costs in the form of higher prices.

(a) Crude oil and gas

3.2.2 The estimated response elasticities with respect to changes in the 
administered price of crude oil and gas have been presented in Table 2. The 
first-round elasticity of the general price level with respect to oil 
prices works out to 0.11. The total elasticity including feedback effects 
via money wage increases works out to 0.14. In other words, an increase of 
say 20 per cent in crude oil and gas prices should lead to an extra general 
inflation rate of 2.8 per cent.

3.2.3 At the level of individual commodities, apart from the obvious 
case of petroleum products, the prices of five product groups are found to 
be relatively sensitive to oil and gas prices, i.e., plastics, synthetic 
fibre resin, transport services other than rail transport, fertilisers and 
iron ore. The first two groups are easily explained as these are 
downstream products of the petro-chendcal industry. The case of transport 
services other thanrail transport is also obvious. The fertiliser and iron 
ore response elasticities are less easily explained but it turns out that 
in their cases the effects work their way through petroleum products which, 
as seen from the Seventh Plan I - 0 table, are by far the single most 
important input into their production. In the case of all other product 
groups such as agricultural products, agro-based manufactures and the 
metal-based engineering industries, the total elasticity is less than 0.20.
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TABLE 2

In d u s t r y E l a s t i c i t i e s In d u s t r y E l a s t i c i t i e s  
Pa r t i r i  Y o taP a r t i a l T o ta l

1. Paddy 0 .0 6 0. 09 26. Rubber P ro d u c ts 0. 04 0 .0 7

2. U hea t 0. 09 0.12 27. P l a s t i c s 0 .21 0 .29

3. O ther C e r e a ls 0. 05 0.08 2fi. Pe tro le u m  P ro d u c ts 0 .88 0.88

4. P u ls e s 0 .0 3 0 .07 29. C o a l Tar P ro d u c ts 0. 08 0 .11

5. F ib re  C rops 0. 05 0.08 30. F e r t i l i s e r s 0 .4 4 0 .46
6. Tea and C o ffe e 0 .03 0. 07 31. P e s t ic id e s 0 .0 5 0 .09
7. O ther C rops 0 .03 0.06 32. S y n th e t ic  F ib r e  R e s in 0. 20 0 .23
8. An im al H usbandry n .o ? 0. 06 33. O ther C h e m ic a ls 0 .0 8 0. 11
9. F o r e s t r y  4 Logging 0. 03 0. 0 7 34. Cement 0 .0 9 0 .13

10. F is h in g 0 .02 0. 05 35. O ther 'Jo.n-f-letal l i e 0. 09 0. 12
11. C o a l and L ig n i t e 0. 03 0. 07 v in e r a l  P ro d u c ts

12. Crude O i l  and Gas P r ic e [x o OG — 3h. Ir o n  and S t e e l 0. 07 0 .10
n o u s ly F ix e d 37. '.'on-Ferrous M e ta ls 0. -i 1 0. 14

13. I r o n  Ore 0. 17 0.20 3P. ) o n - E le c t r i c a 1 0. 06 0 .09
14. O ther M e t a l l i c 0 .0 6 n. 10 '•'iach in e r y

M in e r a ls 39. E l e c t r i c ? !  M a c h in e ry o. 0 6 0 .0 g
1 5. N o n - f le ta l l ic  and 0. 07 0. 11 4n. ^ a i l  Equ ipm ent 0. 08 0. 1 1

M in o r M in e r a ls 0.0841. ”,o to r V e h ic le s 0. 12
15. Sugar 0.05 0.08

42. Other T r a n s p o r t
0. 10

n. 07 0. 11
17. K h an d sa r i and Boora 0.07 Equipm ent
13. O th e r Food and 0.1)5 n .o e 43. C o m n u n ica tio n  and 0 .0 6 0 .09

Beve rag e  s E le c t r o n ic  Equ ipm ent
19. C o tto n  T e x t i l e s 0 .06 O.og 44. O ther M a n u fa c tu r in g 0. 06 0 .09
20. A r t  S i l k  & S y n th e t ic 0. 10 0 .1 3 45. R a i l  T ra n s p o r t 0. 11 0.14

F ib r e  T e x t i le s Se r v i  c e s
?1 . W o o lle n  T e x t i le s 0. 05 0.09 46. O ther T r a n s p o r t 0. 27 0. 30
22. 0 th « r  T e x t i l e s 0. 04 0 .0  7 S e r v ic e s

?3. Lfood Based  P ro d u c ts 0. 05 0. 08 47. E l e c t r i c i t y n. 16 0.19
’ 4. Paper and Paper 0 .0 9 0. 1 2 48. C o n s t ru c t io n 0.07 0. 10

Based  P ro d u c ts 49. C o n - iu riica tio n 0. 03 0. 07
'5. L e a th e r  and Le a th e r  

P ro d u c ts
0. 04 0. 08 SO. ntho r S e r v ic e s 0. 03 0 .06

U h o le s a le  P r i c e  Index

P a r t i a l  e l a s t i c i t y : 0. 1 1 T o ta l E l a s t i c i t v :  0 .14
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(b) Petroleum Products

3.2.4 The aggregate partial and total elasticities with respect to 
changes in the price of petroleum products match exactly with those of 
crude oil and gas; these being 0.11 and 0.14 respectively. As seen from 
Table 3, the individual commodities with high price sensitivity to 
petroleum products' price are again plastics, synthetic fibre resin, 
transport services other than rail transport, fertilisers and iron ore. The 
explanations given in the previous paragraph once again apply here.

(c) Coal and Lignite

3.2.5 The inflationary impact of coal and lignite price increase is much 
lower than that of petroleum price increases as shown in Table 4. For the 
general level of prices the partial elasticity is found to be 0.05 whereas 
the total elasticity is 0.07, implying that a 20 per cent increase in coal 
and lignite price would trigger an increase of about 1.4 per cent in the 
general price level if the feedback, effects via money wage increases are 
taken into account. The main contributory commodities for this are coal tar 
products, cement and electricity. The case of coal tar products is 
obvious. The high response elasticities of the other two commodity prices 
follow from the fact that coal and lignite form a major input for the 
production of cement and the single most important input for electricity 
production.

(d) Electricity

3.2.6 Electricity prices have a relatively high inflationary potential 
among the nine administered prices analysed in our model, with the general 
price level having a total elasticity of 0.11 as shown in Table 5. In other 
words, an increase in electricity prices of say 20 per cent would give us 
an extra inflation rate of 2.2 per cent.

3.2.7 Among individual commodities the prices of metallic minerals 
other than iron ore, art silk and synthetic textiles, paper and paper 
products, synthetic fibre resin, chemicals, non-ferrous metals, iron and 
steel, cement, fertilisers, plastics and rail equipment are most sensitive 
to electricity tariffs. Notice that these are industries with a varied 
raw material base including agro-based, metal-based and petro-chemical-
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Price Response Elasticities for Ch
Petroleum

Industry Elasticities
Partial Total

1. Paddy 0. 06 0 . 1 0

2. Uhea t 0. 09 0. 12
3. Other Cereals 0. 05 0. 09
4. Pulses 0.03 0.07
5. Fibre Crops 0. 05 0.08
6. Tea and Coffee 0. 03 0. 06
7. Other Crops 0. 03 0.0 7
e. Animal Husbandry 0. 02 0. 06
9. Forestry A Logqing 0. 03 0.0 7
m. Fishing 0. 02. 0. 06
1 1. Coal and Lignite 0.03 0.07
1 2. Crude Oil and Gas 0. 08 0. 11
13. Iron Ore n. 19 0. 22
14. Other Metallic 

Minerals
0. 07 0.10

15. .Non-Metal lie and 
H i n o r Minerals

0. 08 0.11

16. Suga r 0. 05 0. 08
17. Khand sari and Boor a 0. 07 0. 11
18. Other Food and 

Beverages
0.05 0.08

19. Cotton Textiles 0. 06 0.09
2 0. Art Silk 4 Synthetic 

Fibre Textiles
0. 10 0.14

21. 'Joollen Textiles 0.05 0.09
22. Other Textiles 0. O4 0.07
23. Uood Based Products 0.05 0.09
24. Paper and Paper 

Based Products
0.09 0. 12

25. Leather and Leather 
Products

0 . 0 5 0. 08

U h o le sa_l_e

Parti aJ E lasticity: 0. 1 1

3
nqes In the fldministered Price of 
Products

Industry Elastlclties
Par tial Total

26. Rubber Products 0.04 0 . 0  8
27. Plastics 0.2 4 0 . 2 6
28. Petroleum Products Pr ic e 

nously
Exoge- 
F ixed

29. Coal Tar Products 0. 0 8 0.1 2
30. Fertilisers 0.41 0. 43
31. Pesticides 0 . 0  6 n. 0  9
32. Synthetic Fibre Resin 0. 2 2 0.25
33. Other Chemicals 0. 09 0.12
34. Cement n. 10 0. 1 3
35. Other .'Jon-Meta 1 > ic 

Minera 1 Products
0. 09 0. 13

36. Tron and Steel n.n? n. 11
37. Mon-Ferrous Metals n. 11 0. 1 4
38. Mon-Electric?; 1 

Machinery
0 . 0  6 0.10

39. Electrical Machinery 0. 06 0 . 1 0
40. Rail Equipment n. 0 9 0. 1?
41. Motor Vehicles 0. 09 0. 12
42. Other Transport 

Equipment
0.08 0. 11

43. Communication and
Electronic Equipment

0. 06 0. 10

44. Other Manufacturing 0, 06 0.09
45. Rail Transport 

Service s
0.12 0.15

46. Other Transport 
Services

0.31 0. 34

47. Electricity 0.15 0. 18
48. Construction 0.0 7 0 . 1 1
49. Communication 0. 04 n. 07
50. Other Services 0.O3 0. 07

_ce__Index
Total Elasticity .14
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Pr1co Response Elasticltlas for Chanqes in the Administered Prico of
Coal and Lignite

TA3LE 4

Industry E lasticities 
Partial Total

Industry EJLasticPartial” i_ties_Totaj

1. Poddy 0. 01 0. 03 2 5. Rubber Products 0. 02 0.04
2. L/hea t 0.04 0. 06 27. Plastics D. 06 o. ne

3. Other Cereals 0.01 0. 03 2n. Petroleum Products 0. n3 n. 04

4. PulSGS 0.01 0. 03 29. Coo! Tar Products 0.50 0.51
5. Fibre Crops 0.01 0.03 30. F e r t i 1 i se r s 0.11 0. 12

6. Tea and Coffee 0. 01 0. 03 31. Pesti cidos 0 .04 0.05
7. Other Crops 0.01 0. 02 39. Synthetic Fibre Resin 0. 07 0. 09
8. Animal Husbandry 0.01 0. 02 33. Other Chemicals 0. 06 0. 08
9. Forestry f, Logging 0.01 0. 03 34. Cement o. 1 9 0. 20
10. F ishing o. no 0. 02 35. Other Mon-Metallic 0. 0 7 0. 09
11. Coal and Ligni te Price Exoge- Mineral Products

n o :j s 1 y F ix od 3'i. 1 ran and Steel o. 1 1 0. 13
12. Crude Oil and Gas n. 0? n. 04 37. jcin-Farrous Metals 0. 1 2 0. 13
13. Iron Ore 0. 0 3 0. 04 3 P. 'ion -E lec t r i co .1 0. 0 8 0. 09
1 A. Other Metallic n. os 0. 0 7 M.-ichinery

Minerals 39. Electrical Machinery 0. 0 6 n. 08
1 5. Mon-Fletal lie and 0. 02 0. 04 40. r̂.il Equipment 0. 08 0. 09

Minor Minerals 41. Motor Vehicles 0. 0 7 0. 08
1 5. Sugar 0 .02 0. 03 42. ^ther Transport 0. 05 0. 07
17. Khandsari and Boora 0.02 0. 04 Equipment
1>3. Other Food and 0 .0 2 0. 04 43. Communication and 0.05 0. 06

Beverages electronic Equipment
!9. Cotton T e x t i le s 0. 04 0. C6 44. Other Manufacturing n .0  6 0 .07
>0. Art Silk & Synthetic 0 .0  7 0. 08 45. Rail Transport 0. 09 O. 11

Fibre Textiles Sorvicos
'1. Uoollen Textiles 0. 0 4 0. 05 45. Other Transport 0. 01 0. 03
>2. Other Textiles 0. 03 0. 04 Services
’3. Uood Based P ro d u c ts 0.0 4 0.05 47. Electr ici ty n.3 7 n. 38

’4. Paper and Paper 0. 07 0 .0 9 40. Construction n. 0 6 0. 08
Based Products 49. C on-"un ica t ion 0. 01 0. 03

'5. Leather and Leather 0. 02 0.0 4 50. Othor Service'; 0. 0 2 n.n3
Products

;Jhole_sale Price __„_I noe_x_
Partial Ela ntic i ty 0. 05 Tot.n l Elasticity: ■' . < ■ 7
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TABLE 5

Price Response Elasticities for Changes In the Administered Price of
Electricity

Industry Elasticities 
Partial To'tal

1. Paddy 0. 03 0. 05
2. Uhoat 0.09 0. 11
3. Other Cereals 0. 0? 0.05
4. Pulses 0. 02 0. 04
5. Fibre Crops 0. 03 0. 06
6. Tea and Coffee 0. 02 0.04
7. Othor Crops o.m 0.04
8. Animal Husbandry n. 01 n. 04
9. Forestry & Logging 0. 0? 0.05
10. Fishing 0.01 0.03
11. Coal and Lignite 0. 11 0. 14
12. Crude Oil and Gas 0. 04 0. Ofi
13. Iron Ore 0. 06 0. 08
14. Other Metallic 

M i n e r a 1 s
0. 15 0. 17

15. Non-Metallic and 
Minor Minerals

0. 05 0.08

1fi. Sugar n. 03 0.06
17. Khandsari and Boora 0, 04 0.07
16. Other Food and 

Beve rage s
0. 04 0. 06

19. Cotton Textiles 0.10 0. 12
2n.'Art Silk A Synthetic 

Fibre Textiles
o. 15 0.1 7

21. L/oollen Textiles 0.08 0. 11
22. Other Textiles 0.06 0 .09
23. Uood Based Products / 0 .0 8 0. 11
24. Paper and Paper 

Based Products
0.16 0 .1 8

25. Leather and Leather 
Products

0 .0 4 0.0 7

Industry Elasticities
Pa r t ia 1 Total

2 * . Rubber Products 0. 04 0 .0 7
27. Plastics 0 . 15 0. 1 7

28 . Petroleum Products 0.05 0 . 08
29. Coal Tar Products 0. 12 0. 15
30. Fertilisers n. 15 0 . 18

31. Pesticides 0 .08 0 . 10

32. Synthetic Fibrn Resin 0 . 16 0 . 18
33. Other Chemicals 0.13 o. 16
34. Cenent 0 .19 0 . 2 1

35. Other Mon-Metallic 
Mineral Products

0. 10 n. 1 3

36. Iron and Steel n. 17 n. 19
37. Mon-Ferrous Metals 0 .25 n .2 7
38. ■Jon-C lectr ica 1 

Machinery
0. 13 0. 15

39. Electrical Machinery 0 .1 1 n. 14
40. Rail Equipment 0. 14 n. 16

41. Motor Wehic les 0. 11 0. 14
42. Other Transport 

Services
o. 10 n . 1 2

43. Communication and 
Electronic Equipment

n. 0 9 n. 11

44. Other Manufacturing 0.10 0. 13
45. Rail Transport 

Services
0 .09 0. 11

46. Other Transport 
Services

0.02 0 .05

47. E lectrici ty Price
nously

Exoge- 
F ixed

48. Construction 0 .08 0.11
49. Communication 0. 02 0.05
50. Other Services 0.03 0 .05

W h o le s a l e ___P r i c e ___Index

P a r t i a l  E l a s t i c i t y :  0 .0B T o t a l  E l a s t i c i t y :  n . 11
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based products. What they have in common is that many of them are 
processing industries which are typically highly energy-intensive. Notice 
finally that while most crops have a total price response elasticity of 
around 0.04 or 0.05, wheat has an elasticity of 0.11, making it comparable 
to many manufactured products. Presumably this reflects the much greater 
consumption of electricity for pump sets and agricultural machinery in 
wheat production (particularly in the northern wheat-belt) than in most 
other crops.

(e) Fertilisers

3.2.8 The partial response elasticity with respect to fertiliser price 
increases turns out to be 0.04 for the general price level while the total 
response elasticity works out to 0.05 as shown in Table 6. In other words, 
an increase of around 20 per cent in the price of fertilisers would 
generate an extra inflation rate of 0.8 per cent in the first round or 
about 1 per cent if subsequent feedback effects via money wage increases, 
etc., are also taken into account.

3.2.9 Since fertilisers directly enter into the production of only 
agricultural products and indirectly into the production of some agro-based 
products, the response elasticities of almost all the other individual 
products are negligible. Even for most of the agro-based products the total 
response elasticities are quite low, i.e., less than 0.05. Among 
agricultural products the total price response elasticity is predictably 
the highest in the case of wheat (0.11), followed by rice (0.07) and fibre 
and plantation crops like cotton, jute, tea and coffee, etc., (0.06). It 
should be noted however that if the general level of prices was tracked in 
terms of a consumer price index like, say, the industrial or agricultural 
workers consumer price index, then the inflationary impact of fertiliser 
price increases would be higher since foodgrains like wheat and rice carry 
a higher weight in these consumer price indices as compared to the 
wholesale price index. This issue is discussed further below.

(f) Cement

3.2.10 Cement price increases turn out to have the lowest inflationary 
potential among all the nine administered prices considered in this 
exercise. In fact both the partial and total response elasticities of the



Price Response Elasticities for Changes in the Administered Price of
Fertilise r s

t a b l e : 6
19

Industry Elasticlties j 
Partial TotaT j

Industry

1. Paddy O.Ofi 0.07

2. Uhea t 0. 10 0. 11

3. Other Ceroals 0. 03 0. 05

•» • Pulse s 0. 0? 0.03
5. Fibre Crops 0. 05 n.06
5. Tea and Coffee 0. 04 0. 06
7. Other Crops 0. 04 0. 05
3. Animal Husbandry 0. 02 n. 03
0̂ Forestry & Logging o. on 0. 01
1. F ishing o. on 0. 01
1. Coal and Lignite o. on 0.01
? Crude Oil and Gas n. nn n. 01

Iron Ore n. o? 0.01
'l. Other Metallic 

Minerals
0 .00 0.01

'Jon-Metallic and 
Minor Minerals

0. Of; 0.01

1. Sugar 0. 0? n. 04
7. Khandsari and Boora 0. 0? 0.03
). Other Food and 

Beverage s
o.o3 0.04

K Cotton Textiles 0.02 0. 03
Art Silk & Synthetic 
Fibre Textiles

0.01 0.02

• Uoollen Textiles 0.01 0.02
■ • Other Textiles 0.01 0.02
5. Uood Based Products 0.00 0.01

Paper and Paper 
Based Products

0 .00 0.02

>. Leather and Leather 
Products

0.01 0.02 I

2fi. Rubber Products
27. Plastics
2fl. Petroleum Products
29. Coal Tar Products
3 0. Fertilisers

31. Pesticides
32. Synthetic Fibre Hesin
33. Other Chemicals
34. Cement
35. Other '-Jon-Metal lie 

Mineral Products
3^. Iron and Steel
37. 'Inn-Ferrous Metals
3D. 'Inn -E 1 ectr ica 1 

Machinery
39. Electrical Machinery
40. Rail Equipment
41. Motor Vehicles
42. Other Transport 

Equipmont
43. Communication arid 

Electronic Equipment
44. Other Manufacturing
45. Rail Transport 

Services
46. Other Transport 

ServIces
4 7. Electricity
4B. Construction
49. Communication
50. Other Services

_§■. lasticitie 
Partial Tot
0. 00 0.0
n. 0 1 0. 0
0. 00 o. 0
0. 00 o.o
Pr Ice 
nously

Ex one 
F ix ei

0. 00 n. n:
0. 01 o. o:
n.m n. o:
n. nn n. o;
0. 00 n. o-

n.nn n. n-
n. on 0.0*
o. on o.o-

0. 00 n. 01

0. on 0.01
0.00 0.01
0. 0n 0. 01

o. on 0.01

0.00 0.01
0.00 0.01

0.00 0.01

0. 00 0.01
n.oo 0.02
0.00 0. 01
o. no 0.01

Mho le  sf~: I s   P r i c e  I n dex

P a r t i a l  E l a s t i c i t y :  0.04 T o t a l  E l a s t i c i t y :  0.05
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general price level work out to 0.01 corrected ^to the second decimal 
place, as shown in Table 7. This is again not surprising since cement 
production is almost entirely used up in construction and the production of 
some non-raetallic mineral products. The total pride response elasticities 
for these two sectors are 0.08 and 0.06 respectively. For all other sectors 
the response elasticities are either marginal or zero.

(g) Iron and Steel

3.2.11 Out of the nine price—administered products considered, iron and
steel has the second highest inflationary potential after petroleum. The 
general price level has a partial elasticity of 0.09 and a total elasticity 
of 0.12 with respect to steel prices as shown in Table 8. That is to say
that if iron and steel prices were to go up by 20 per cent this would
generate an extra inflation rate of about 2.4 per cent, taking into account 
the feedback effects of money wage increases.

3.2.12 Among individual commodities, construction and especially all the
engineering products are very price sensitive to iron and steel prices; the
elasticities ranging from 0.19 for communication and electronic equipment
to 0.49 for non-electrical machinery. The elasticities for rail equipment, 
motor vehicles and other transport equipment are also very high. Next come 
mining and agro-based, chemical—based or petro-cheraical-based products all 
of which are much less price sensitive to iron and steel price hikes than 
the engineering products; the elasticities here being clustered in the 
range of 0.06 to 0.10. Finally we have the agricultural products with
response elasticities below 0.07.

(h) Non-ferrous metals

3.2.13 This is yet another group with a relatively low inflationary
potential; the partial and total price response elasticities of the general 
price level being 0.03 and 0.04 respectively. In other words, if the price
of non-ferrous metals is raised by, say, 20 per cent the total impact on
the general price level is only 0.8 per cent. The commodity groups with
comparatively high price sensitivity to changes in the price of non-ferrous 
metals are iron and steel, electrical machinery, rail equipment, 
communication and electronic equipment with the elasticities ranging from
0.08 to 0.11 as shown in Table 9. This can be explained from the fact that
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Prico Respouse Elasticities for Changes in the Administered Price of
Cement

table:  7

Industry _LV'2 cit_iej3 
Pnrt  i a 1 Tot aT

1. Paddy
2. Jheat
3. Other Cereals
4. Pulses
5. Fibre Crops
C). Tea and Coffee
7. Other Crops
6. Animal Husbandry
n. Forestry 4 Loqginq

10. Fishing
11. Coal and Liqnite
12. Crude Oil and Gas
13. Iron Ore
£. Other Metallic 

r'inerals
15. ‘■ion-Metall ic and 

;'inor Minerals
1 6 . Sugar
17. Khandsari and Boora
1B. Other Food and 

Beverage s
I ' l . Cotton Textiles
2 0. Art Silk & Synthetic 

Fibre Textiles
21. Uoollen Textiles
22. Other Textiles
23. Uood Based Products
24. Paper and Paper 

Based Products
25. Leather and leathor 

Products

Industry E lastic i ties 
Partial Total

n. on 0.01 2r . Rubber Products 0.00 n. 01
0. f 0.01 2 7. Plastics 0.01 0.01
o. no 0.01 20. Fetrolejn Products 0. m o. 01
o. on 0.01 2 ° .  Coal Tor Products 0.01 n .01
o. on n . o i | 3ri. rr>r t ’ 1 i. nfl* s n. n 1 n.01
0. or n .o i ! 31. Pesticides n. 01 n.01
0. 00 o. on i 32. Synthet;c Fibre ^esin n. 0 1 0. m
n .on 0.0 1 ; 3:5. ~)thsr Chenica’s 0.0 1 0.01
0. 01 n .n i j 34. C en^nt Pr ico ixoqe-
n. no n. nn !

i
no 1 s 1 y F ix ed

o. or
n . :J 1

0.01 
0. 01

31 . Othor ‘Jon-Meta 1 I ic 
"inora.l Products

0. 05 0.06

o. nr n. 01

„3;i. Iron and St^el 0.01 0.01
S'7. 'Jon-Ferrous "etals 0.01 0.01

n. on n. 01 30. 'Jon-Electrical 
Machinery

0.0 1 0. 01

n. o n 0. 01 3ri. Electrical Machinery 0. 0 1 n.01

n. nr 0. 0 1 40. Rail Equipment 0.01 0.01

0. 0.0 1 4 1 . Motor Vehicles 0. on 0.01

o. or 0 .0  1 42. Other Transport 
Equipment

o.on 0.01

o. on 0.01 j
i

43. Com-nunication and
Electronic Equipment

0.0 1 0.01

o. on 0. 01 44. Other Manufactjrino 0.00 0.01
o .on  
0 .00  
0. 00

0.01
0.01
0.01

45. Rail Transport 
Services

46. Other Transport 
Services

0.02

0.00

0.02

0.01

0 .0 1 0. 01 f 4 7. Electr i ci ty o. 01 0.01

0. 00 0 .0  1 |
48. Construction 0.08 0.08

1 49. Com-nunication 0.00 0.01
1 50. Other Services 0.00 0 . 0 1

:Jho 

t i c ' t y

lesale 
: . 01

Or i c g__I.ndex
T o t a l  E l a s t i c i t y :  0.01



Price Response Elasticities for
Iron

Industry Elasticlties
Partial Total

1. Paddy 0. 02 0.05
2. Uheat 0. 03 0.06
3. Other Cereals 0 . 0 2 0. 05
4. Pu 1 se s 0.01 0.04

5. Fibre Crops 0.01 0.05

>• Tea and Coffee 0.01 0.04

7. Other Crops 0.01 0. 04

8 . Animal Husbandry 0.01 n. 04
n ' • Forestry & Logging 0.04 0.07

1 • F ishing 0.01 0. 04
* 1. Coal and Lignite n. 0 6 0. 09
12. Crude Oil and Gas o. n8 o. 1 1
1 3. I ron Ore n. 0 5 0. 0B

1i. Other Metallic 
Minerals

0. 05 0. 08

15. Mon-Metal 1 Ic and 
"inor Minerals

0. 03 0. 06

1 ri. Sugar n. 03 0. 06
17. Khandsari and Boora 0.03 0.06
13. Other Food and 

Beverage s
0.03 0 . 0 6

1 '■>. Cotton Textiles 0.04 0. 07
?n._ Art Silk & Synthetic 

Fibre Textiles
0. 06 0. 08

°1 . Uoollen Textiles 0 .04 0 .07
2 2. Other Textiles / 0.04 0.07
23. Uood Based Products 0. 07 0. 10
?b . Paper and Paper 

Based Products
0.07 0.10

5 . Leather and Leather 0.03 0.06
Products

Whole sale 

Partial Elasticity: 0.09

gas in the Administered Price of 
Steel

22
8

Industry Elasticities
Partial TotaT

2h. Rubber Products n. 02 0.05
27. Plastics 0.07 0 . 1 0

20. Petroleum Products 0.09 0 .1 1

29. Coal Tar Products 0.07 0 . 1 0

30. Fertilisers 0.07 0 . 1 0

31. Pesticides 0.0 5 0. 08
32. Synthetic Fibre Resin 0.06 0.09
33. Hthnr Chenica.ls 0.06 0. 09
34. Cement 0.07 0 . 1 0
35. Other Non-Metal lie 

Mineral Products
0. 10 0. 13

36. Iron and Steel Price 
no:jsl y

Exoqe- 
F ixed

37. Mon-Ferrous Metals 0.08 0.11
3H. 'Jon-E lectr ica J 

Mn ch inery
0.47 n.4g

39. Electric- 1 Machinery 0.29 0.31
40. Rail Equipment 0.44 0.46
41. Motor l/shicles 0.3 7 0.39
42. Other Transport 

Equipment
0.25 0.28

43. Comnunication and
Electronic Equipment

0. 17 O. 19

44. Other Manufacturing 0. 30 0.33
45. Rail Transport 

Services
0 . 11 0. 14

46. Other Transport 
Services

0.05 0.08

47. Electricity 0.06 0.09
48. Construction 0.23 0.25
49. Communication 0 . 0 2 0.05
50. Other Services 0.03 0.06

Price__J_ndex
Total Elasticity: n. 1 2
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Price Responsa Elasticities For Changes in tho Administered Price of
Ion-Ferrous Metals

TABLE 9

Industry _F. 1 ;i pt ic i tin s 
PnrtiaT Total

I ndustry E la st i cities. 
Partial Total

1. Paddy 0. 00 0.01 2 .̂ Rubber Products 0.01 0. 02
2. Vheat 0.01 0.02 27. Tlastics 0.02 0.03
3. Other Cereals 0. OP 0.01 ! 2R. Petroleum Products 0.02 0.13
4. Pu1 so s 0. on 0.01 2'1. Coal Tar Products n.oi 0. 02
5. Fibre Crops 0.0T 0.01 3n. F n r t 1 i rb r s 1 . 0 3 n. 04
. . Tea and Coffee 0. 00 0.01 31. Pesticides o. 02 0.03
*■»

• Other Crops 0. 00 0.01 32. Synthetic Fibre Resin 0. 02 0. 03
r, Animal Husbandry n. 0 0 0.01 33. Other Chemicals 0.04 n.05
i. Forestry J Loqgino 0.01 0.02 34. Cement 0.01 0. 02

ii. Fi shing 0. on 0.01 35. Other Non-Metal lie 0.02 0.03
11. Coal and l.iqnite 0.01 0. 02 ’■lineral Products

"rude Oil and Gas 0.0! 0.02 3^. Trnn and Steel 0. OP 0. 031?.
13. Iron Ore 0.01 0.02 37. -ion-Ferrous Metals

;
Pr ice 
nously

Z x o ne - 
F ixed

14. Other Metallic 
M i n o r a 1 s

0.01 0.02 3?. Jon-Electr ica 1 
Ma ehinery

n.06 0.07
15. '.'on-Metallic and 

Minor Minerals
0.01 0.02 3^. Elsctricnl Machinery 0. 10 1. 11

1f>. Sugar 0.01 0. 01 60. îai 1 Eouipmsnt 0.07 0.08
17. Khandsari.and 9oora 0.01 0.02 41. Motor Vehicles 0.05 0 . 0 6

13. Other Food and 0. 01 0.02 42. Other Transport 0.04 0.05
Beverage s Equipment

f

11. Cotton Textiles 0.01 0.02 43. Communication and 0.07 0.08
Electronic Equipment

21. Art Silk 4 Synthetic 
Fibre Textiles

0. 02 0. 03 44. Other Manufacturing 0.07 0.08
21. Uoollen Textiles 0.01 0.02 45. Rail Transport 

Services
0.02 0.03

22. Other Textiles 0.01 0.02 46. Other Transport
23. I 0.01 0.02Wood Based Products 0.01 0.02 Services
24. Papor and Paper 0.02 0. 03 47. Electricity 0.01 0.02Based Products 48. Construction 0.03 0.04? r Leather and Leather 0. 01 0. 02 49. CommunicationProducts 0.00 0.01

50. Oth^r Services 0.01 0.02

Whol e s a l e  P r i c e  Index

P o r t i a !  l  1 n r,t i  c i t y : 0 .03  Totn l  E l a s t i c i t y :  .'1.04
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non-ferrous metals constitute about 6 per cent of the cost of iron and 
steel production and for the production of each of the other groups listed 
above it is one of the most important inputs after iron and steel and own 
use of the respective commodity.

(i) Rail Transport Services

3.2.14 After cement, rail transport services has the lowest inflationary
potential among the nine price-administered commodities considered. As
shown in Table 10 both the partial and total elasticities of the general

12price level turn out to be 0.02. Among individual commodities the only 
product which seems to be relatively sensitive to rail transport service 
price is coal tar products (0.12). This is followed by engineering 
products, cement and iron and steel for which the response elasticities are 
clustered in the range of 0.05 to 0.08. The agro-based products and 
agricultural products themselves have response elasticities which are 
negligible. These elasticities of the different products reflect the 
bulkiness or weight and relative cost shares of rail-transported inputs in 
the final prices of these commodities. The case of coal tar products is an 
obvious illustration.

3.2.15 The response elasticities of the general price level with respect
to each of the nine price-administered commodity groups as estimated by the
present model and an alternative model have been reproduced in Table 11.
The essential difference between the two is that unlike the present model
the alternative model does not assume that the pricing decisions of the
administered sectors mimic the pricing behaviour of the non-administered 

13sectors. In particular it does not assume that the associated cost 
increase is passed on as higher prices of other administered products when 
some administered price is raised exogenously. Thus the two models capture 
the likely inflationary impact of administered price increases under two 
alternative rules of pricing behaviour for the administered sectors.

3.2.16 As is evident from Table 11, the inflationary potential is 
considerably dampened in the alternative model. This is not surprising 
given the pricing rule which is reflected in the alternative model. But it 
is important to remember that in this alternative case the lower inflation 
potential also implies a smaller volume of resource mobilisation since a 
part of the new resources appropriated by the price-raising sector is 
simply a transfer from the other administered sectors. The alternative
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TA3LE to

Price Response Elasticities for Changes in the Administered Price of
Rail Transport Services

Indu ntr yIndustry Elasticities 
Partial Tota1

.— —
1. Paddy 0. 01 0. 01
o 'Jhea t 0. 01 0. 02
3. Other Cereals 0.01 0.01
4. Pulses 0. OP 0. 01
5. fibre Crops n. 0 1 0. 0 2
n# Tea and Coffee P. 01 0. 02
7. Other Crops n. on 0.01
rj # ftnimal Husbandry 0. 01 0.01

forestry £ Logging 0.01 0. 02
10. fishing 0. rn n.0l
11. Coal and Lignite 0. 01 0. 0?
< # Crude Oil and Gas 0. 01 0. 02
13. Iron Ore 0. 01 0. C?

Other Metal lie 
inerals

0. 01 O. 02

15. Jon-Metall ic and 
Minor Minerals

0. 01 P. 01

1 Sugar 0. 01 0. 02
17. Khandsari and Boora 0.01 0.02
1::. Other food and 

Beverage s
0. 01 0.02

!
15. Cotton Textiles 0. 02 0. 02
20. Art Silk & Synthetic 

fibre Textiles
0. 03 0. 03

' 1. Uoollen Textiles 0. 02 0.02
?. Other textiles 0. 01 0. 02
' 3. Uood Based Products 0. 04 0. 04
'4. Paper and Paper 

Based Products
0. 04 0. 04

_ri* Leather and Leather 
Products

0. 01 0. 02

d h ° Is salt5 r
Partial *1 c> si. i c ' ty : 0. ny

Partial "To taT

2'.
27.
?n.
2̂ .
30.
31.
32.
33.
34.
35.

3fi.
37.
36.

3n.
4
4 1.
42.

4 3.

44. 
A 5.

4 fi. 

4 7.

4 .̂

Rubber Product^ 
Plastics
Petroleum Products 
Coal Tar Products 
Fertiliserp 
Pesticides
Synthetic fibre Resin 
Other Chemicals 
Cement
Other Mon-Betal lie 
"iner.il Droducts
Iron and Steel
'Im-forrous Metals
Oon-E 1 ectr ica 1 
r ach ine ry
"Tecirical Machinery
‘.ail Equi pmen t
Motor Vehicles
Other Transport 
Equipment
Communication and 
Electronic Equipment
Other f-’anuf ac tur in q

TV.

Rail Tran spor t 
Services
Other Transport 
Oerv i ce n
E lectricitv
Construction
Communication
■ith<?r Service:

><- stir

r. 01 0. 02
n. 03 0. 03
n. n2 n. 0 7

".12 o. 12
n. 03 n.oa
0. 03 0. 04
0. 0 3 n. 04
0. 03 0. 03
0. 0? 0. 07
0. 05 P. 06

GOO«c n. on
0. 03 n. 04
n. 06 r'. 0 5

0. 04 0. 05
n. n7 n. 08
0. 0 6 0. OS
o. 04 n. 05

0. 04 0. 05

0. 04 0. 05
Price
n o u s ly

Exoge- 
f  ix ed

0.01 0. 02

o. 03 0. 03
0. 05 0. 06

0. 05 P. 04
n. 01 0.0 2



TABLE 11

Response E l a s t i c i t i e s  o f the G enera l P r ic e  Leve l
(U P ! )
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Commodity E l a s t i c i  ty
Par' L ia l To ia l

P re sen t
node l

A Ite rn a  
t i v e  r. 
Model *

— P re s e n t
n o d e l

A lte rn a -  
t i v e  £ 
node l

1. Cement 0. 01 0. 01 0.01 0.01
2. R a i l  T ran sp o rt S e r v ic e s 0.02 0.01 0.02 0.01
3. N on-Ferrous n e t a ls 0.03 - 0.04 -

4. F e r t i l i s e r s 0.04 0.04 0. 05 0.04
5. C o a l and L ig n i t e 0. 05 0.01 0.07 0.02
6. E l e c t r i c i t y 0.08 0. 06 0. 11 0.07
7. Ir o n  and S te e l 0.09 0.08 0. 12 0.09
8. Pe tro leu m  P ro d u c ts 0. 11 0.08 0. 14 0.09
9. Crude O i l  and Gas 0.11 0.01 0. 14 0.01

A l l S e le c te d  Com m odities 0.29 ' -X 
0.28

1
0 .36

*0.35

N otes: £ In  t h is  model a change in  one ad m in is te red  p r ic e  does not 
a f f e c t  the o th e r  ad m in is te red  p r ic e s .

*  E x c lu d in g  n o n - fe rro u s  m eta ls .
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model which captures this case is obviously not the most interesting for 
analysing the inflationary implications of a resource mobilisation 
strategy. The discussion which follows is therefore confined to the main 
model with which we have been working so far.

3.2.17 It is obvious from Table 11 that it is not very meaningful to ask 
whether administered price hikes are likely to be inflationary in general. 
The answer depends very much on which administered prices are raised since 
the price response elasticities vary from as little as 0.01 in the case of 
cement to as much as 0.14 in the case of crude oil, gas and petroleum 
products. Clearly there is considerable room for flexibility here. We have 
accordingly examined below the inflationary implications of different 
combinations of administered price increases.

Case 1: Coal and Lignite, Fertilisers, Non-ferrous Metals and
Rail Transport Services

3.2.18 We first examine a case where the government chooses to raise the
prices of only the low inflationary potential commodities in order to 
mobilise resources. The results for this case are presented in Table 12. 
The least inflationary administered commodity, cement, has not been 
considered because this sector is largely in the private sector. Raising 
cement prices would not therefore be very helpful in mobilising resources. 
When the prices of coal and lignite, fertilisers, non-ferrous metals and 
rail transport services are increased by 1 per cent the general price 
level goes up by 0.16 per cent. This comes about mainly due to a derived 
increase in the prices of coal tar products (0.62 per cent), electricity 
(0.42 per cent), cement (0.29 per cent), iron and steel (0.28 per cent) and 
various engineering products (around 0.20 per cent). The impact on most
agricultural prices except wheat is quite weak.

Case 2: Cnrie Oil and Gas, Petroleum Products, Iron and Steel
and Electricity

3.2.19 We next look at the case where, let us say for one reason or
another, the government is forced to raise the administered prices of only 
the high inflationary potential commodities. The individual prices and the 
general price level would now change as shown in Table 13. The total
response elasticity works out to 0.30. This means that a 20 per cent



tab le :  12
2B

P r ic e  Rewponae E l a s t i c i t i e s  f o r  Changes In  th e  A d m in is te red  P r ic e s ,  o f  C o a l and 
L lo n l t e .  F e r t i l i s e r s .  N on-Ferrous M e ta ls  and R a i l  T ra n s p o r t  S e r v ic e s

In d u s t ry Elasticities 
Partial TotaT

In d u s try E l a s t i c i t i e s  
P a r t i a l  T o ta l

1. Paddy 0 .0 7  0. 11
2. Uheat 0 .14  0.17
3. O ther C e r e a ls  0 .05  0.09
4. P u ls e s  0 .03  0,07
5. F ib r e  C rops 0 .0 6  0. 10
6. Tea and C o ffe e  0 .06  0.09
7. O ther C rops 0 .04  0.08
8 . An im al Husbandry 0 .03  0 .07
9. F o r e s t r y  & Lo gg ing  0 .03  0 .07

10. F is h in g  0.01 0.05
11. C o a l and L ig n i t e  P r ic e  Exoge

n o u s ly  F ix ed
12. Crude O i l  and Gas 0.05 0 .09
13. Iro n  Ore 0 .04  0.08
14. O ther M e t a l l i c  0 .07  0.11

M in e ra ls
,5. N o n - M e ta llic  and 0 .03  0 .07

M ino r M in e r a ls
6. Sugar 0 .05  0.09
7. K h an d sarl and Boo ra  0 .05  0.09
8. O ther Food and 0 .06  0.09

B eve rag es
9. C o tto n  T e x t i l e s  0 .08  0.12

:0. A r t  S i l k  4 S y n th e t ic  0.11 0.14
F ib re  T e x t i le s

1. U o o lle n  T e x t i l e s  0 .0 7  0 . 1 1
!2. O ther T e x t i l e s  0 .0 6  0 .10
‘3. Uood Based P ro d u c ts  0.08 0 .12
4. Paper and Pap e r 0 .13  0 .16

Based P ro d u c ts
5. L e a th e r  and L e a th e r  0 .05  0.09

P ro d u c ts

26. Rubber P ro d u c ts 0.04 0. 0B
27. P l a s t i c s 0. 11 0.14
28. Pe tro leum  P ro d u c ts 0 .06 0 .1 0
29. C oa l Tar P ro d u c ts 0.61 0 .62
30. F e r t i l i s e r  s P r ic e

n o u s ly
Exoge-  

F ixed
31. P e s t ic id e s 0 .09 0. 12
32. S y n th e t ic  F ib re  R e s in 0 .12 0. 16
33. O ther C hem ica ls 0 .13 D. 16
34. Cemen t 0 .26 P. 29
35. O ther N o n - M e ta llic  

M in e ra l P ro d u c ts
0. 13 P. 17

36. Iro n  and S te e l 0. 25 0.28
37. Non-Ferrous M e ta ls P r ic e

n o u s ly
Exoge-  

F ixed
38. N o n - E le c t r ic a 1 

M ach in ery
0.18 0.22

39. E l e c t r i c a l  M a ch in e ry 0 .19 0.22
40. R a i l  Equipm ent 0 .20 0 .24
41. M otor V e h ic le s 0 .16 0 .19
42. O ther T ra n sp o rt  

Equipm ent
0 .13 0.16

43. Com m unication and 
E le c t r o n ic  Equ ipm ent

0 .14 0 .17

44. O ther M a n u fa c tu r in g n. 16 0 .19
45. R a i l  T ra n s p o rt  

S e r v ic e s
P r ic e
n o u s ly

Exoge-
F ix e d

46. O ther T ran sp o rt  
S e r v ic e s

0. 03 0 .07

47. E l e c t r i c i t y 0 .39 0 .42
48. C o n s tru c t io n 0 .13 0 .17
49. Com m unication 0.04 0. 08
50. O ther S e r v ic e s 0 .03 0 .0 7

U h o le s a le  P r i es In d e x 

P a r t i a l  e l a s t i c i t y :  0 .12 T o ta l E l a s t i c ’ t v :  0.16



P r ic e  Response E l a s t i c i t i e s  f o r  Changes In  th e  A d m in is te re d  P r ic e s  o f  
Crude O i l  and G as . P e tro leu m  P ro d u c ts . Ir o n  and S t e e l  and E l e c t r i c i t y
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TABLE 13

In d u s try E l a s t i c i t i e s In d u s t ry E l a s t i c i t i e s
P a r t i a T o ta l P a r t i a l T o ta l

1. Paddy 0. 09 0.17 26. Rubber P ro d u c ts 0.09 0.16

2. Uheat 0.18 0.24 27. P l a s t i c s 0. 3R 0.43

3. Other C e re a ls 0 .09 0.16 28. Pe tro leum  P ro d u c ts P r ic e Exoge-

P u ls e s 0 .05 0.13 n o u s ly F ixed
4.

F ib r e  C rops 0.08 0.15 29. C o a l Tar P ro d u c ts 0.23 0.29
5.
6. Tea and CofPee 0 .05 0.13 30. F e r t i l i s e r s 0.61 0.65

7. Other C rops 0 .04 0.12 31. P e s t ic id e s 0. 1 6 0.23

8. An im al Husbandry 0 .04 0.12 32. S y n th e t ic  F ib r e  R e s in 0.38 0.43

9. F o r e s t r y  4 Logg ing 0. 08 0.15 33. O ther C h em ica ls 0.24 0.30

10. F is h in g 0 .03 0. 11 34. Cement 0.30 0.36

11. C oa l and L ig n i t e 0 .17 0.24 35. O ther N o n - M e ta ll ic  
M in e ra l P ro d u c ts

0.24 0.30

12. Crude O i l  and Gas P r ic e
n o u s ly

Exoge-
F ixed 36. Iro n  and S t e e l P r ic e Exoge-

n o u s ly F ixed
13. Iro n  Ore 0 .26 0.32 37. N on-Ferrous M e ta ls 0.37 0.42
14. O ther M e t a l l i c 0 .22 0.28 38. N o n - E le c t r ic a l  

M ach in e ry
0.54 0.57M in e ra ls

15. i\ 'on-W eta llic  and 
M inor M in e ra ls

0 .14 0.21 39. E l e c t r i c a l  M a ch in e ry 0.38 0. 43

16. 5ugar 0 .09 0.16 40. R a i l  Equ ipm ent 0.54 0.58

17. Khandsari and Boora 0. 12 0.19 41. M otor V e h ic le s 0.47 0.51

16. Other Food and 0 .10 0.17 42. O ther T ra n s p o rt 0.35 0.40
Beverag es Equipm ent

19. C otton  T e x t i le s 0. 16 0. 23 43. Com m unication and 0.26 0.32
E le c t r o n ic  Equ ip m en t

20. A r t  S i l k  & S y n th e t ic 0 .26 0.32 0.38 0.43F ib re  T e x t i le s 44. O ther M a n u fa c tu r in g

21. W oo llen  T e x t i le s 0. 14 0.21 45. R a i l  T ra n s p o rt 0.27 0.33
S e r v ic e s

22. Other T e x t i le s 0 .12 0.19 46. O ther T ra n s p o rt
23.

0 .33 0.39
Uood Based P ro d u c ts 0 .17 0 .23 S e r v ic e s

24. Paper and Paper 0 .27 0.32 47. E l e c t r i c i t y P r ic e Exoge-
Based P ro d u c ts n o u s ly F ixed

25. Lea th e r and L e a th e r 0 .10 0 .17 48. C o n s tru c t io n 0.31 0.37
P ro d u cts 49. Com m unication

50. Other S e r v ic e s
0.07
0.07

0.14
0.15

W h o le sa le  P r i c e  In d e x

P a r t i a l  E l a s t i c i t y :  0 ,24 T o t a l  E l a s t i c i t y :  0.30
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increase in the prices of crude oil and gas, petroleum products, iron and
steel and electricity would trigger an extra inflation of the order of
6 per cent. The main contributors to this elasticity are fertilisers, 
non-electrical machinery, rail equipment and motor vehicles, with each of 
their individual response elasticities being greater than 0.50. The other 
individual response elasticities, including those for agricultural
conmodities, also do not fall below 0.12 in this case.

Case 3: Coal and Lignite, Fertilisers, Iron 
and Steel and Electricity

3.2.20 We now consider what is perhaps the most realistic case, i.e.,
where administered prices are raised for a combination of low and high 
inflationary potential conmodities. According to Table 14 the general price 
level would rise by 5 per cent if the prices of coal and lignite, 
fertilisers, iron and steel and electricity were raised by 20 per cent each
since the total response elasticity works out to 0.25 in this case. The
main commodities contributing towards this response are coal tar products, 
non-electrical machinery, rail equipment and motor vehicles with total 
elasticities of more than 0.45 each. Among the agricultural products, the 
worst affected is once again wheat with an elasticity of 0.24 followed by 
paddy with an elasticity of 0.15.

Case 4: Coal and Lignite, Crude Oil and Gas,
Petroleim Products and Electricity

3.2.21 Next we have a special case where only the energy prices are
raised. It is interesting to note that a rise in energy prices gives 
exactly the same response elasticities (see Table 15) as the intermediate 
case 3. The commodity groups worst affected by energy price hikes are coal 
tar products and fertilisers with total elasticities of 0.63 and 0.66 
respectively. Among the other major contributors to the general price rise 
in this case are plastics, synthetic fibre resin, cement and non-ferrous 
metals. Agricultural price response elasticities lie in the range of 0.10 
to 0.15 except in the case of wheat for which it is 0.23.

Case 5: All Nine Price-Administered Products

3.2.22 Finally, we examine the case of an across-the-board increase in 
all nine administered prices. So far we have discussed the inflationary 
potential of price increases for the nine price-administered products
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P r ic e  Response E l a s t i c i t i e s  f o r  Chanties in  the  A d m in is te re d  P r ic e s  o f

TABLE 14

C o a l and L lo n l t e .  F e r t i l i s e r s .

In d u s t r y  E l a s t i c i t i e s
P a r t i a l  t o t a l

1. Paddy 0 .09 0.15
2. Wheat 0.18 0.24
3. O ther C e re a ls 0 .07 0.13
4. P u ls e s 0 .04 0.10
5. F ib re  C rops 0.08 0.13
6. Tea and C o ffe e 0 .06 0.12
7. O ther C rops 0 .05 0.11
0. An im al Husbandry 0 .04 0.10
9. F o r e s t r y  4 Logg ing 0 .06 0.12

10. F is h in g 0 .02 0.08

11. C oa l and L ig n i t e P r ic e  Exoge
n o u s ly  F ixed

12. Crude O i l  and Gas 0.11 0.16
13. Iro n  Ore 0 .10 0.16
14. Other M e t a l l i c  

M in e r a ls
0 .18 0.24

15. N o n - M e ta llic  and 
M ino r M in e ra ls

0. 08 0. 14

16. Sugar 0. 07 C. 13
17. K h and sari and Boora 0.08 0.14
18. O ther Food and 

Beve rag es
0 .08 0.14

19. C o tton  T e x t i le s 0 .14 0.20
20. A r t  S i l k  4 S y n th e t ic  

F ib re  T e x t i le s
0 .20 0.25

21. W oollen  T e x t i l e s 0 .12 0.18
22. O ther T e x t i le s 0 .10 0.16
23. Uood Based P ro d u c ts 0 .14 0.20
24. Paper and Paper 

Based P ro d u c ts
0 .22 0.27

25. Lea th e r and L e a th e r  
Pro d u cts

0 .08 0.14

Ir o n  and S t e a l  and E l e c t r i c i t y

26. Rubber P ro d u c ts 0 .07 0 .13
27. P l a s t i c s 0.21 0.26
28. Pe tro leu m  P ro d u c ts 0 .12 0.18
29. C o a l Tar P ro d u c ts 0.57 0.60
30. F e r t i l i s e r s P r ic e

n o u s ly
Exoge-

F ix ed
31. P e s t ic id e s 0.13 0.18
32. S y n th e t ic  F ib r e  R e s in 0.22 0.27
33. O ther C h em ica ls 0.19 0.24
34. Cement 0.34 0.30
35. O ther N o n - M e ta ll ic  

M in e ra l P ro d u c ts
0.20 0.26

36. Iro n  and S t e e l P r ic e
n o u s ly

Exoge- 
F ixed

37. N on-Ferrous M e ta ls 0.33 0. 37
38. N o n - E le c t r ic a l  

M ach in e ry
0.53 0.56

39. E l e c t r i c a l  M a ch in e ry 0.36 0.40
40. R a i l  Equipm ent 0.51 0.54
41. M otor V e h ic le s 0.43 0.46
42. O ther T ra n s p o rt  

Equipm ent
0.31 0.36

43. Com m unication and
E le c t r o n ic  Equ ipm ent

0.23 0.20

44. O ther M a n u fa c tu r in g 0.36 0.40
45. R a i l  T ra n s p o rt  

S e r v ic e s
0 .22 0.27

46. O ther T ra n s p o rt  
S e r v ic e s

0 .06 0. 12

47. E l e c t r i c i t y P r ic e
n o u s ly

Exoge-
F ixed

48. C o n s tru c t io n 0.29 0.34
49. Com m unication 0.04 0. 11
50. O ther S e r v ic e s 0.05 0.12

W h o le sa le  P r i c e  In d ex

P a r t i a l  E l a s t i c i t y :  0 .20 T o ta l  E l a s t i c i t y :  0.25
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P r ic e  Response E l a s t i c i t i e s  f o r  Changes In  th e  A d m in is te re d  P r lc e a  o f  
C o a l and L ig n i t e .  Crude O i l  and G as . Pe tro le u m  P ro d u c ts  t  E l e c t r i c i t y

TABLE 15

In d u s t r y E l a s t i c i t i e s
P a r t i a l  T o ta l

In d u s t r y E l a s t i c i t i e s  
■PSTtlaT Total

1. Paddy 0 .09  0.15
2. U h ea t 0 .17  0.23
3 . O ther C e re a ls  0 .06 0.14
4. P u ls e s  0.05 0.11
5. F ib r e  C rop s  0 .07  0.14
6. Tea and C o ffe e  0 .05  0. 11
7. O ther C rops 0 .05  0.11
8 . A n im a l H usbandry 0.04 0.10
9 . F o r e s t r y  & Logging 0 .06  0 .12

10. F is h in g  0 .02  0.09
11. C o a l and L ig n i t e

12. Crude O i l  and Gas
n o u s ly  I

13. Ir o n  Ore 0 .23  0.28
14. O ther M e t a l l i c  0 .19  0.25

M in e r a ls
15. N o n - M e ta llic  and 0 .12  0.18

M ino r M in e r a ls
1'5. Sugar O.OB 0.14
17. K h an d sa r i and Boo ra  0.11 0. 17
18. O ther Food and 0.08 0.14

B e ve ra g e s
19. C o tto n  T e x t i l e s  0 .15  0.20
20. A r t  S i l k  & S y n th e t ic  0 .24  0.29

F ib r e  T e x t i l e s
2 1 . W o o llen  T e x t i l e s  0 .13  0.19
22. O ther T e x t i l e s  0 .1 0  0.16

4

23. Uood Based  P ro d u c ts  0 .1 3  0.18
?4 . Paper and Paper 0. 24 0.29

Based P ro d u c ts
25. Le a th o r and L e a th e r  0 .08  0.14

P ro d u c ts

P r ic e  Exoge
n o u s ly  F ixed
P r ic e  Exoge
n o u s ly  F ixed
0 .23
0 .19

26. Rubber P ro d u c ts
27. P l a s t i c s
28. P e tro le u m  P ro d u c ts

29. C o a l Ta r P ro d u c ts
30. F e r t i l i s e r s
31. P e s t ic id e s
32. S y n th e t ic  F ib r e  R e s in
33. O ther C h em ica ls
34. Cement
35. O ther N o n - M e ta ll ic  

M in e r a l  P ro d u c ts
36. I r o n  and S t e e l
37. N on-Ferrous M e ta ls
38. N o n - E le c t r ic a l  

M a ch in e ry
39. E l e c t r i c a l  M a ch in e ry
40. R a i l  Equ ipm ent
41. M otor V e h ic le s
42. O ther T ra n s p o r t  

Equ ipm ent
43. Com m unication and 

E le c t r o n ic  Equ ipm ent
44. O ther M a n u fa c tu r in g
45. R a i l  T ra n s p o r t  

S e r v ic e s
O ther T ra n s p o r t  
S e r v ic e s

46

47. E l e c t r i c i t y

48. C o n s t ru c t io n
49. Com m unication
50. O the r S e r v ic e s

0.08
0.36

0.14
0 .40

P r ic e  Exoge
n o u s ly  F ix ed
0. 60 
0.64  
0.13  
0.36  
0 .21  
0.36  
0.21

0 .26  
0. 35 
0.20

0.16 
0.22  
0 . 21  

0.1B

0.15

0.16
0.24

0.32

0 .63
0.66
0 .19
0 .40
0 .26
0.41
0 .26

0.31
0.39

0.25

0. 23 
0.28  
0. 26 
0 .23

0. 21

0.22

0.29

0 .36

P r ic e  Exoge
n o u s ly  F ix e d
0 .17  0 .22
0 .06  0 .12
0.06 0. 12

W ho le s a le  P r i c e ___Index

P a r t i a l  E l a s t i c i t y :  0.21! T o ta l  E l a s t i c i t y :  0.25



Inflationary Implications of Administered Price Increases 33

taken individually or in some combinations. However it is also possible to 
conceive of a situation- where the government decides to raise all 
administered prices, 'Somewhat like the imposition of a uniform ad_ valorem 
tax on all the relevant commodities. To take account of this possibility we 
have estimated the response elasticities of individual non-administered 
commodity prices and the general price level when all the administered 
prices are changed simultaneously in the same direction. These elasticities 
are presented in Table 16.

3.2.23 When all nine prices change simultaneously the total response 
elasticity of the general price level works out to 0.36. Recall that the 
aggregate response elasticity for this case is similar under the 
alternative model (Table 11). This is because the two models are equivalent 
for the case where all administered prices are raised simultaneously. The 
immediate first-round response elasticity is 0.29. In other words, if all 
nine administered prices were raised simultaneously by say 20 per cent we 
would get an extra inflation rate of about 5.8 per cent in the first round 
itself. By the time~the subsequent feedback effects have worked themselves 
oat the extra inflation would add up to 7.2 per cent. Notice ' however that 
the model is not situated in time in the sense that it? does not specify the 
calendar time period over which -th£ feedback effects would work themselves 
out.

3.2.24 Among individual commodities, coal tar products have the highest 
response elasticity (0.72) followed by rail equipment (0.63), most of the 
engineering industry products and some petro-chemicals which have response 
elasticities in the range of 0.4 to 0.6. The response elasticities of major 
mining products, paper, rubber and some chemical and agro-based products 
come next with elasticities In the range of over 0.2 to 0.4. The only 
agricultural product in this category is wheat (0.30). All other 
agricultural products, agro-based products, communications and other 
services have low price response elasticities of 0.20 or less.

3.2.25 Finally it should be remarked that all fhe results reported above 
relate to changes in the general price level as measured by the Wholesale 
Price Index (WPI). It would be interesting to see how these numbers are 
modified if the exercise is reworked with a consumer price index. 
Unfortunately, the available consumer price indices for agricultural 
workers, industrial workers and urban non-manual workers do not easily lend 
themselves to such detailed input-output model based calculations as we
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P r ic e  Response E l a a t l c l t l e a  f o r  Chanoea In  the  A d m in is te re d  P r ic e  o f
A l l  N ine P ro d u c ta

In d u a t r y  E l a s t i c i t i e s
______________ _________________P a r t i a l  TotqT

1. Paddy 0. 12 0. 20
2. Uheat 0. 22 0.30

3. O ther C e re a la 0. 11 0.19

4. P u ls e s 0 .0 7 0.15
5. F ib r e  C rops 0. 10 0.19
6. Tea and C o f fe e 0.08 0.16
7. O ther C rop a 0. 06 0.15
8. An im al Huabandry 0 .05 0.14
9. F o r e a t r y  4 Logging 0. 09 0.18

10. F la h in g 0 .0 3 0. 12

11. C o a l and L ig n i t e P r ic e  
no u s 1y

Exoge-  
F ixed

I 2. Crude O i l  and Gas P r ic e  
n o j  s 1 y

Exoge-  
F ixed

3. Ir o n  Ore 0. 27 0.33
4. O ther M e t a l l i c  

Cl in e r a ls
0 .23 0.30

5. N o n - M e ta ll ic  and 
M in o r M in e r a ls

0. 15 0.23

6. Sugar 0. 11 0. 19
7. K h a n d s a r i and Boora 0. 14 0. 22
3. O ther Food and 

8eve rag e  s
0. 12 0.20

9. C o tto n  T e x t i l e s 0. 1 9 0. 26
0. A r t  S i l k  4 S y n th e t ic  

F ib r e  T e x t i l e s
0. 29 0. 35

1. -Woollen T e x t i l e s 0. 17 0. 24
2. O ther T e x t i l e s 0. 14 0. 22
3. Uood Based  P ro d u c ts 0. 20 0. 27
4.

4

Paper and Pap er  
Baaed P ro d u c ta

0.31 0.37

5. Le a th e r  and Le a th e r  
P ro d u c ta

0. 12 0.20

In d u s t r y  E l a s t i c ! t l e a *
_______________________________ P a r t i a l  T o ta l

26. Rubber P ro d u c ts 0.10 0.19
27. P l a a t i c a 0.41 0 .47
28. Pe tro le u m  P ro d u c ta P r ic e

n o u s ly
Cxoge-

F ix e d
29. C o a l Tar P ro d u c ts 0. 70 0. 72
30. F e r t i l i s e r s P r ic e

n o u s ly
Exoge-

F ix ed
31. P e s t ic id e s 0.20 0. 27
32. S y n th e t ic  F ib r e  T e s in 0.42 0 .47
33. O ther C h em ica ls 0.28 0 .35
34. Cement P r ic e

n o u a ly
Exoge-  

F Ix ed
35. O ther N o n - M e ta llic  

" l in o r a l  P ro d u c ts
0.33 0.39

36. Ir o n  and S t e e l P r ic e
n o u a ly

Exoge-  
F ix e d

37. N on -Ferro us  M e ta ls P r ic e
n o u a ly

Exoge-  
F ixed

38. N o n - E le c t r ic a l
" la c h in e ry

0.57 0.61

39. E l e c t r i c a l  M ach in e ry 0.45 0.50
40. R a i l  Equ ipm ent 0.59 0 .63
41. (''iotor V e h ic le s 0.50 0.55
42. O ther T ra n s p o rt  

Equ ipm ent
0.38 0.44

43. Com m unication and 
E le c t r o n i c  Equipm ent

0.32 0. 38

44. O ther M a n u fa c tu r in g 0. 42 0.48
45. R a i l  T rp n a p o rt  

S e r v ic e s
P r ic e
n o u s ly

Exoge-  
F Ix ed

46. O ther T ra n s p o r t  
S e r v ic e s

0.34 0 .40

47. E l e c t r i c i t y P r ic e
n o u s ly

Exoge-  
F ixed

48. C o n s t ru c t io n 0.40 0.46
49. Commun i c a t  i  on 0.09 0.18
50. O ther S e r v ic e s 0.09 0 .1 1?

W h o le s a le __Pr i c e ___Inrfsx

P a r t i a l  E l a s t i c i t y :  0 .29 T o ta l E l a s t i c i t y :  0.36
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have attempted here since they are not compiled from a sufficiently 
detailed commodity classification. However, on the basis of the observed 
similarity of movements between the WPI and the CPI for the period 1970 to 
1984, as shown in Table 17, we can conjecture that the overall results 
would not look very different.

4. A Concluding Remark

4.1 Our analysis of the contribution of administered price increases
to past inflation showed that it has been considerably greater than what 
was suggested by the Finance Ministry discussion paper. On the other hand 
we have seen at the outset that the success of the Seventh Five Year Plan 
depends rather crucially on the generation of additional surpluses In 
public sector undertakings through administered price increases, since not 
too much can be expected by way of increased efficiency or productivity
gains in the short run. Are we to conclude then that a high rate of
inflation is a price which the government must necessarily pay if it were 
to follow this financing strategy in order to maintain the size of the 
Seventh Plan?

4.2 In our view, this does not follow at all from the fact that,
administered price increases have accounted for a substantial portion of 
past inflation. We have seen that during the eighties the average inflation 
rate has been much lower than the average inflation rate for the 
post-1970-71 period as a whole though administered price increases still 
account for a large proportion of total inflation. As we all know, the very 
high inflation rates of the seventies were largely attributable to the two 
oil shocks which affected the entire world economy. It is purely incidental 
that in India these external shocks were passed on in the form of
administered price increases since oil production and refining happen to be 
public sector activities in this country.

4.3 What really matters for an answer to our question is the vector of 
total response elasticities of the general price level reported in Table
11. Clearly a number of major administered prices could be raised 
substantially without triggering much extra inflation. Cement prices for 
instance can be raised with almost no inflationary impact at all. However, 
cement is not particularly interesting since it is mostly in the private 
sector and cement price hikes would not place more resources in the hands



Year

1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
198 0
1981
1982
1983
198 4

36

TABLE 17 

Price Index Movements

U h o le s a le  price Industrial workers
index (UPI) consumer price

index (CPI) 
(1970-71=100) (1970=100)

99.0 100.00
105.0 103.26
113.0 109.78
131.6 128.26
169.2 165. 22
1 75.8 1 74. 4 6
172.4 160.87
185.4 174.46
185.0 178.80
206.5 190. 22
248.1 211.96
278.4 239. 67
285.3 258.15
308.5 269.13
338.0 313.04

Source: Government of India, Ministry of
Planning: Statistics! Abstract. 
India. New Series 7v~rinus issues), 
Central Str-t'sticrl Hrq?’ni s=tion.



Inflationary Implications of Administered Price Increases 37

of the government. But there are a range of public sector products such as 
coal and lignite, fertilisers, non-ferrous metals or rail transport 
services whose prices could be raised to mobilise substantial extra 
resources without triggering much extra inflation (case 1 above).

4.4 It is arguable that of these low inflationary potential products 
fertilisers must be left alone for political considerations in a 
farmer-dominated polity. It is also possible that the inflationary impact 
of rail transport services may be greater than indicated in our model since 
it does not directly enter the price index used to measure inflation. 
Questions have also been raised about the reliability of the rail transport 
coefficient in the Seventh Plan input-output table we have used. Let us 
assume therefore that for one reason or another the government is forced to 
choose only the high inflationary potential products (case 2 above) or, 
more realistically, a combination of high and low inflationary potential 
products (case 3 above). It turns out that the government could mobilise 
resources through these sectors with an extra inflation rate of 3 per cent 
or less for every 10 per cent increase in administered prices.

4.5 Clearly a policy of judiciously selected administered price 
increases would go a long way in closing the resource gap for the Seventh 
Plan without generating very high rates of extra inflation. However, we 
should remind our readers that this strategy could also have important 
effects on resource allocation, income distribution or aggregate demand 
which have not been addressed in this paper.
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N O T E S

1. Reported editorially in the Economic and Political Weekly, Vol. XXI, 
No. 3, August 16, 1986.

2. For an excellent analysis of macro-economic implications in general, 
see Dasgupta (1986). For a comparison of this strategy with increased 
deficit financing, see Sundaram and Tendulkar (1986, 1987). On other 
allocative or distributive effects and normative pricing principles, 
see Bagchi (1986), Chatterjee, Gangopadhyay and Sinha (1986), Ghosh 
(1982) and Khusro (1986).

3. Strictly speaking, the elasticity measures are valid for any past or 
future period for which the Seventh Plan input-output table is 
applicable.

4. Gupta and Srinivasan (1984) recognised the existence of these feedback
effects and made a conjecture about their likely impact. But the 
effects were not incorporated in their computable model. Sundaram and 
Tendulkar (1986) also referred to these effects and made a conjecture 
that the price sequence could be explosive. However, their paper
develops a heuristic argument and does not include any computations. 
In fact the total inflationary impact will approach an upper limit
asymptotically provided the second-round effect is less than the
initial effect.

5. See, for instance, Sawhney and Sawhney (1973), Katrak (1980) and
Chatterjee (1986). But see also Madhur and Roy (1986).

6. See, among others, Bose (1986), Dasgupta (1986), Rakshit (1982) and
Taylor (1983).

7. For estimating the elasticity of money wages with respect to the
general price level •'J . the entire non-administered sector was
partitioned into an agricultural sector and a non-agricultural sector 
and ^ . estimated separately for these two broad sectors on the
assumption that ^  . would be the same for all sub-sectors within these 
two broad sectors though it could vary between the two sectors for
institutional and other reasons. However, it turns out that ^  is the 
same for both sectors. For details on the estimation of and
computation of the parameters, b̂ j, etc., see Appendix A.

8. In its actual estimate the Ministry paper took account only of the
direct impact on the wholesale price index (WPI) but it conjectured 
that the total impact after netting out interactions may be similar.
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9. In a related study Rao (1984) had estimated the contribution of nine
administered price increases to be about 27 per cent of total
inflation for the period 1970-71 to 1983-84. Instead of cement, which 
has been included in our calculation and has been found to have a 
negligible inflationary potential, Rao had included communication. 
Also he had used the 1973-74 input-output table and an absolute rather 
than a proportionate mark-up rule. His calculations correspond to 
about half our estimate of the first-round impact. He did not measure 
the total impact.

10. Based on the 1979-80 input-output table and an absolute mark-up rule,
Gupta and Srinivasan (1984) estimated the contribution of 21 
administered price commodities to be 57.34 per cent of total inflation 
for the period 1979-82. This was again only the first-round impact. If
the total impact is about 22 per cent more than the initial impact as
indicated by our calculation, then the total contribution of all the 
21 administered price commodities may have been close to 70 per cent
of the recorded inflation.

11. These were the nine commodity groups suggested by the Planning
Commission when it originally requested us to undertake this study.

12. The estimates are rounded to the second decimal place. The
elasticities being very low the feedback effects after the first round 
do not show up at this level of precision.

13. Response elasticities based on this alternative model were worked out 
in detail in the earlier version of this paper. The data are 
reproduced in Appendix B for purposes of comparison.
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APPENDIX A

I. Calculation of fâ j and fâ j

The input-use coefficients have been taken from the 50 X 50 
commodity X industry matrix for 1984-85 given in the Technical Note on the 
Seventh Plan of India (1985-90), Perspective Planning Division, Planning 
Commission, Government of India, June, 1986.

Of the 50 sectors, nine are administered sectors as follows:

S. No. Sector

11. Coal and Lignite
12. Crude Petroleum and Natural Gas
28. Petroleum Products
30. Fertilisers
34. Cement
36. Iron and Steel
37. Non-Ferrous Metals
45. Rail Transport Services
47. Electricity

The remaining 41 sectors are treated as completely non-administered sectors 
comprising 10 agricultural sectors and 32 non-agricultural sectors.

Input—Use Coefficients

A typical entry in the given input-use coefficients matrix gives 
the value of ith input required per rupee worth of jth output. Using our 
notation each entry in the matrix is therefore aijPi with the units defined 
such that the initial price vector (p^... »P50̂  = (1
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Labour Coefficients

The labour cost per rupee of jth output or the jth labour 
coefficient is obtained as a product of the gross value added (GVA)
coefficient (given in the input-output matrix) and the share of wages in 
GVA for each sector.

To calculate the share of wages in GVA for the non-agricultural 
sectors we have used data on 20 industries for the year 1980 given in the 
Principal Characteristics of Selected Industries in Organised Manufacturing 
Sector (1960-1980), Central Statistical Organisation, Ministry of Planning, 
Government of India, December, 1984. The ratio of wages to GVA has been 
calculated as [(Number of workers X wages per worker) + (Number of 
employees X emoluments per employee)] / GVA for each of the 20 industries. 
These have been then matched with the non-agricultural sectors of the I - 0 
Table. For instance, the share obtained for 'chemicals and chemical 
products' has been assumed to apply to four industries, namely, 
fertilisers, pesticides, synthetic fibre resin and other chemicals.

For calculating the share of wages in GVA for the ten
non-administered agricultural sectors, data, which were available for three 
categories only, have been taken from the National Accounts Statistics 
(NAS), Central Statistical Organisation, Ministry of Planning, Government 
of India for 1980-81. Therefore, for sectors 1 to 8 we have used the share
of wages in GVA for the sector 'agriculture and allied activities'
calculated from the NAS. The shares for 'forestry and logging' and 
'fishing' have been calculated separately from the NAS. These shares of 
wages in GVA for the agricultural sector have been obtained as 
(compensation of employees + mixed income of self-employed)/GVA).

Having obtained the input use coefficients (^jP^) an<* labour
coefficients (ljwj) we could calculate

aj = ®ijpi + 1jWj* 
i « M

and hence bU “ V j  = ijwy aj*
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II. Weighting Diagram for Wholesale Price Index (oC )

The highly disaggregated data of the Wholesale Price Index 
weighting diagram have been condensed into 50 sectors to obtain 
(i=l,...,50) as follows in Table A.I.

III. Relation Between Wage Rates and the General Price Level

The entire non-administered sector has been partitioned into two 
sub-sectors, agriculture and non-agriculture, for obtaining a relation 
between the nominal wage rates and the general price level. However,
nominal wage series are not available directly for either sector.

From Tables 1.1.25 and 2.5 of the Principal Characteristics of 
Selected Industries the 'average emoluments' from 1960-1980 for all 20
selected industries have been obtained as [(percentage of workers to all
employees X wages per worker) + (percentage of employees other than workers 
to all employees X emoluments per employee)] This series converted with 
1970 = 100 has been used as the series of non-agricultural wage index.

For the agricultural sector, a large volume of data on wages is
available but in a highly disaggregated form. Since no all-India index of
agricultural wages is available, wage data for individual states (each 
represented by a centre) have been used to calculate the all-India average 
wage for each year as a weighted average of the wage rates of all states. 
The state shares in total agricultural labour force in 1971 have been used 
as weights. To obtain a consistent time series, data have been used for
only 13 states for which continuous data were available for the period 
1960-61 to 1985-86. The type of labour covered was field labour/ploughman. 
The all-India average money wages were then transformed into an index
setting 1970-71 = 100 . The two series of wage indices are presented on 
page 48-

We are grateful to the Agricultural Costs and Prices Commission for 
having made available to us the annual average wage data by states. 
The state shares in agricultural labour force have been taken from 
Census of India, 1971, Series I, Part-II-B(ii), General Economic 
Tables.
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Sector Weight in WPI

1. Paddy 51.31
2. Wheat 34.17
3. Other Cereals 18.41
4. Pulses 21.79
5. Fibre Crops 26.75
6. Tea and Coffee 13.10
7. Other Crops 197.27
8. Animal Husbandry 77.08
9. Forestry and Logging 3.59
10. Fishing * 6.31
11. Coal and Lignite 10.72

★
12. Crude Oil and Gas 6.02
13. Iron Ore 1.56
14. Other Metallic Minerals 0.73
15. Non-Metallic and Minor Minerals 4.16
16. Sugar 21.91
17. Khandsari and Boora 4.92
18. Other Food and Beverages 90.84
19. Cotton Textiles 81.02
20. Art Silk and Synthetic Fibre 10.92

Textiles
21. Woollen Textiles 2.44
22. Other Textiles 15.88
23. Wood Based Industries 1.74
24. Paper and Paper Based Industries 8.51
25. Leather and Leather Products 3.85
26. Rubber Products 11.13
27. Plastics 0.94
28. Petroleum Products 49.12
29. Coal Tar Products 0.75
30. Fertilisers 12.52
31. Pesticides 1.16
32. Synthetic Fibre Resin 8.30
33. Other Chemicals 33.50

★
34. Cement 7.05
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Sector Weight in WPI

35. Other Non-Metallic Mineral 7.12
Products

36. Iron and Steel 53.63
37. Non-Ferrous Metals 11.78
38. Non-Electrical Machinery 30.91
39. Electrical Machinery 17.19
40. Rail Equipment 1.10
41. Motor Vehicles 12.15
42. Other Transport Equipment 4.58
43. Communication & Electronic 2.71

Equipment
44. Other Manufacturing 18.33
45. Rail Transport Services 0.00
46. Other Transport Services 0.00★
47. Electricity 24.00
48. Construction 0.00
49. Communication 0.00
50. Other Services 0.00

All Commodities 1000.00

Asterisks denote the price-administered sectors.
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Year A g r ic u l t u r a l  
wage index *  

(1970-71=100)

Year N o n - a g r ic u ltu ra l  
wage index 
(1970 = 100)

1960-61 49.24 1960 46.55
1961-62 53.56 1961 50.14
1962-63 55.07 1962 54.21
1963-64 57.06 1963 57.29
1964-65 64.21 1964 60.87
1965-66 70.94 1965 66. 65
1966-67 79.36 1966 73. 25
1967-68 83.48 1967 80.81
1968-69 89.99 1968 86.09
1969-70 94.74 1969 91.31
1970-71 100.00 1970 100.00
1971-72 102. 66 1971 107.46
1972-73 107.32 1972 119.49
1973-74 119. 72 1973 131.51
1974-75 138.33 1974 152.62
1975-76 150.67 1975 1 70. 68
1976-77 159.58 1976 170. 62
1977-78 165.56 1977 178. 77
1978-79 172.70 1978 205.63
1979-80 191.39 1979 229.60
1980-81 209.80 1980 254.46
1981-82 239.47
1982-83 271.75
1983-84 308.45
1984-85 348.01
1985-86 385.23
198 6-879 403.23

N ote : *  T h is  s e r ie s  r e la t e s  to  th e  crop  y e a r ,  Duly-3une.
For th e  ye a r  1986-87 the  rep o rted  f ig u r e  r e la t e s  
to  th e  month of J u l y ,  1986.
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Finally the elasticities of wage rates for each of the two sectors 
with respect to the general price level (WPI) have been obtained by fitting 
a relationship of the form

w = p > + 1 P + Y t  

* •Where w and P are the annual percentage changes in the wage index and•
the WPI respectively and t refers to time (year), after checking that P 
itself is not correlated with t. In effect we have assumed that the 
determinants of w are additively separable and that the effects of all 
determinants other than P are either captured in the time independent 
constant term (ior the time variable t.

The coefficient of P (*|) gives the elasticity of sectoral wage 
rates with respect to the general price level P. It has been assumed that 
the elasticities estimated for the two broad sectors, agriculture and 
non-agriculture, apply to their respective sub-sectors. But it turns out 
that the estimated elasticities for both the sectors are equal to 0.26 as 
indicated in the following regression equations:

Non-Agrlcultural Sector

w = 0.054*** + 0.260** P + 0.001 t R2 = 0.32
(0.014) (0.104) (0.001)

Agricultural Sector

w = 0.037*** + 0.260** P + 0.002* t R2 = 0.35
(0.014) (0.102) (0.001)

Note: Figures in parentheses indicate standard errors. Asterisks indicate
significance at 1 per cent (***), 2.5 per cent (**) or 5 per cent
(*) levels.
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Reaponae E l a s t i c i t i e s  C a lc u la te d  f rom th e  A l t e r n a t i v e  Model

TABLE B 1

P r ic e  Response E l a s t i c i t i e s  fo r  Changes In  the A d m in is te re d  P r ic e  o f  
Crude O i l . Gas and Pe tro le u m  P ro d u cts

In d u s t r y E l a s t i c i t i e s Ind us t r y E l a s t i c i t i e s
P a r t i a 1 Tota 1 P a r t i a l T o ta l

1. Paddy 0.04 0.06 22. Paper and Paper 
Based  P ro d u c ts

0.06 0.08

2. Uheat 0.04 0.06 23. Le a th e r  and Le a th e r  
P ro d u c ts

0.04 0.06

3. O ther C e re a ls 0.04 0.06 24. Rubber P ro d u c ts 0.07 0.09
4. P u ls e s 0. 02 0.05 25. P la  s t ie s 0. 21 0. 23
5. F ib r e  C rops 0.02 0.05 26. C o a l Tar P ro d u c ts 0.05 0.05
6. Tea and C o ffe e 0.01 0.04 27. Pe s t l c id e s 0.04 0. 06
7. O the r C rops 0.01 0.04 28. S y n th e t ic  F ib re  R es in 0. 19 0. 21
n. A n im a l Husbandry 0.01 0.04 29. O ther C h em ica ls 0.06 0. 08

F o r e s t r y  and 
Logging

0. 03 0.05 30. O ther N o n - M e ta llic  & 
H in e r a l  P ro d u c ts

0.07 0.08

10. F is h in g 0. 02 0.04 31. Non-Ferrous M e ta ls 0. 07 0.09
1 1. I r o n  Ore '0. 16 0.20 32. N o n - E le c t r ic a 1 

M ach in e ry
0.02 0.G3

1 2. O ther M e t a l l i c  
M in e r a ls

0. 04 0.06 33. E l e c t r i c a l  f a c h in e r y 0. 03 0. 05

1 3. N o n - M e ta llic  and 
M in o r M in e ra ls

0. 07 0.09 34. Rail Equipm ent 0. 04 0. 05

14. Sugar 0. 03 0.06 35. •i
ffo to r V e h ic le s 0. 06 0. 07

1 5. K h en d sa ri and 
Boora

0. 06 0.06 36. O ther T ra n s p o rt  
Equipm ent

0. 05 0.07

1 G. O ther Food end 
B e ve rag e s

0.03 0.06 37. Com m unication and 
E le c t r o n ic  Equ ipm ent

0. 04 0. 06

17. C otton  T e x t i le s 0.04 0.06 36. O ther M a n u fa c tu r in g 0.03 0.04
18. A r t  S i l k  and 

S y n th e t ic  T e x t i le s
0. 08 0.10 39. O ther T ra n s p o rt  

S e r v ic e s
0.31 0. 33

13. U o o lle n  T e x t i le s 0.04 0.06 40. C o n s tru c t io n 0.04 0.06
2 0. O ther T e x t i le s 0. 03 0.05 41. Com m unication 0.03 0.05
'1. Uood Based P ro d u c ts 0 .0 3 0.06 42. O ther S e r v ic e s 0.02 0. 05

W h o le s a le  P r ic e I ndex
P a r t i a l  E l a s t i c i t y : 0.03 Tot a] E lastici ty: 0.05
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Price Response elasticities for Chanoes In the Administered Price of
Coal and Lignite

TAB IE  02

I ndustry Elasticities Industry Elasticities
Partial Tola I Partial Total

1. Paddy 0.00 0.00 22. Paper and Paper 
Based Products

0.01 0.01

Uheat 0.00 0.00 23. Leather and Leather 
Products

0. GO 0.01

3. Other Cereals 0.00 0.00 24. Rubber Products 0.00 0.01
Pulses 0.00 0.00 25. Plastics 0.01 0. 01
fibre Crops 0.00 0.00 26. Coal Tar Products 0. 47 0. 47

. Tea and Coffee 0. 00 0. 00 27. Pesticides o. no 0.01
7. Other Crops 0.00 0. 00 28. Synthetic Fibre RG3in 0. 01 0. 01
. Animal Husbandry 0.00 0.00 29. Other Chemicals 0. 01 0.01

forestry and 
Logging

0. 00 0.01 30. Other Non-Metallic I  
Mineral Products

0. 0? 0. 02

. fishing 0. 00 0.00 31. Non-Ferrous Metels 0.02 0. 02
!. Iron Ore 0. 00 0.00 32. Non-Electrical 

Machinery
0. 00 0. 01

,. Other Metallic 
” inerals

0.00 0.00 33. Electrical Machinery 0. 01 0. 01

'. 'Jon-Metallic and 
rilinor Minerals

0. 00 0. 00 34. Rail Equipment 0. DC 0. 01

Sugar 0. 00 0.01 35. Motor Vehicles 0. 00 C.01
Khandsari and 
3oora

0.00 0.01 36. Other Transport 
Services

0. 00 0.01

. Other food end 
Beverages

0.00 0.01 37. Communication and 
Electronic Equipment

0. 00 0.01

7. Cotton Textiles 0.00 0.01 38. Other Manufacturing 0.01 0.01
8. Art jSilk and

Synthetic Textiles
0.01 0.01 39. Other Tranaport 

Services
0.00 0.00

Uoollen Textiles 0.00 0.01 40. Construction 0.01 0.02
j. Other Textiles 0.00 0.01 41. Communication 0.00 0.00
i. Uood Based Products 0.00 0.01 42. Other Services 0.00 0.01

Wholesale Price I ndex
Partial Elasticity: 0.00 Total Elasticity: 0. G “



52

Price Rafiponse Elasticities for Chanoes in the Administered Price of
Electriclty

t a b l e : b 3

Industry Elosticities 
Partial YotaT

Industry Elasticities 
Partial Total

U Paddy 0. 01 0.03 22. Paper and Paper 
Based Products

0. 14 0. 15

'1. Uheat 0. 07 0.08 23. Leather and Leather 
Products

0. 04 0. 05

'h. Other Cereals 0.01 0. 03 24. Rubber Products 0. OF 0. 10
4. Pulses 0. 01 0.03 25. Plastics 0. 1? 0. 14
L. Fibre Crops 0. 02 0.03 26. Coal Tar Products 0. 05 0. 06
. Tea and Coffee 0. 01 0.02 27. Pesticides 0. 07 0. 06
.. Other Crops 0. 01 0. 02 28. Synthetic Fibre Resin 0. 14 0. 15
. Animal Husbandry O. 01 0.03 29. Other Chemicals 0. 12 0. 13
forestry and 
Logging

0. 01 0.03 30. Other Non-PIeta 11 ic t  
Mineral Products

0. 07 o.oe

. Fishing 0. 00 0.02 31. 'Jon-Ferrous Metals 0. 24 0. 25
•>. Iron Ore o.o*. 0.05 32. Non-Electrical 

machinery
0.05 0.06

Other Metallic 
M inerals

0. 14 0. 15 33. Electrical Machinery 0. Of 0. 07

, Non-Metallic and 
Minor Minerals

0. 04 0.06 34. Rail Equipment 0.06 0.07

1 *Sugar 0. 02 0. 04 35. Motor Vehicles 0.05 0. 06
i:',. Khandsari and 

Goore
0. 03 0.04 36. Other Transport 

Equipment
0. Of 0. 07

: JJther Food end 
leverages

0. 03 0.04 37. Communication and
Electronic Equipment

0.06 0. 07

17. Cotton Textiles 0. 08 O o 38. Other Manufacturing 0.05 0.06
to/ Art Silk and

* Synthetic Textiles
0. 13 0. 15 39. Other Transport 

Services
0.01 0.02

l9. Uoollen Textiles 0. 07 0 .09 40. Construction 0.03 0.03
0. Other Textiles 0. 05 0.07 41. Communication 0.02 0.03
1. Jood Based Products 0. 06 0.08 42. Other Services 0.02 0.04

Uho lo sale Price Index
Partial EInst ic i ty: 0.06 Total Elasticity: 0.07
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Prico Response Elasticities for Chanoor, in tho Administered Price of
Fertilisers

TABLE 64

Industry Elasticities } Industry Elasticities
Partial Total I Partial Total

1. Paddy 0. 06 0.07 22. Paper and Paper 
Based Products

0.00 0.01

Uhoat 0. 10 0. 11 23. Leather and Leather 
Products

0.01 0. 01

3. Other Coreals 0.03 0.04 24. Rubber Products 0. 01 0.02
Pulses 0.02 0.03 25. Plastics 0. 00 0.01

# fibre Crops 0.05 0.06 2(j. Coal Tar Products 0.00 0. 00
1. Tea and Coffee 0. 04 0.05 27. Pesticides 0. 00 0.01
7. Other Crops 0.04 0.05 28. Synthetic Fibre Resin 0. 01 0.02
' ■■ ̂ Animal Husbandry 0. 02 0.03 29. Other Chemicals 0.01 0.02
• ForBstry and 

Logging
0. 00 0.01 30. Other Non-Meta 11 ic A 

Mineral Products
o. oc. 0.01

Fishing 0. 00 0.01 31. Non-Ferrous Met.? If 0. 00 0.0-I

'• Iron Ore 0. 00 0.01 32. Non-Electrical 
M achine ry

o. or 0. 01

Other Metallic 
Minerals

0. 00 0.01 33. Electrical Machinery 0. 00 0. 01

• Non-Metallic and 
Minor Minerals

0. OC 0.01 34. Rail Equipment o. or 0. 01

‘i * Sugar 0.02 0.03 35. '̂lotor Vehicles 0. 00 0.01
Khendsari and 
Bocra

0.02 0.03 36. Other Trans port 
Equipment

0. 00 0.01

<. Other Food and 
-leverages

0.02 0.04 37. Communication and
Electronic Equipment

0.00 0.01

7. Ifcotton Textiles 0. 02 0.03 38. Other Manufacturing O. 00 0.01
' • Silk and 

Synthetic Textiles
0.01 0.01 39. Other Transport 

Services
0.00 0.01

Woollen Textiles 0.01 0.02 40. Construction 0. 00 0.01-
i. Other Textiles 0.01 0.02 41. Communication 0. 00 0.01

Uood Based Products 0.00 0.01 42. Other Services 0. 00 0.01

Wholesale Price__Indox
Partial Elasticity: C.02 T^tal El?st:c itv: 0.02



Prlco Response Elasticities Tor Chon qu s in the Adninistored Price of

54
TABLE 05

Cement

Industry Elasti cities 
PartiaT^ TotaT

Industry Elasticities 
Partial Tota

1. Paddy 0. 00 0.00 22. Paper and Paptir 
Based Products

0. 00 0.01

0 ■- • Uhoat n. 00 0.00 23. Leather and Leather 
Products

0.00 0.00

3. Other Cereals 0.00 0.01 24. Rubber Products 0.00 0.01
4. Pulsos 0.00 0.00 25. Plastics 0.00 0. 00
5. fibre Crops 0.00 0.00 2 6. Coal Tar Products 0.00 0.00
-J • Tea and Coffee 0. 00 0.00 27. Pesticides 0.00 0.01
7. Other Crops 0. 00 0. 00 20. Synthetic Fibre Resin 0.00 0.00
0. Ani'nal Husbandry 0.00 0. 00 29. Other Chemicals 0.00 0.01
9. Forestry and 

Loggi ng
0.01 0.01 30. Other Mon-Metallic L 

Mineral1Products
0.05 0.05

10. Fi shing 0.00 0.00 31. 'Jon-Ferrous Metals 0.00 0.01
-! 1. Iron Ore 0.00 0.01 32. '‘Jon-Electrica-1

Machinery
0.00 0. or

" 2« Other Metallic 
M inerals

0. 00 0.00 33. Electric?! ^nc^inory o. on o.oc

13. Non-Metallic and 
Minor Minorals

0. 00 o'. 00 34. Rail Eouipmont 0. 00 0. or

14. Sugar 0.00 0. 00 35. Motor Vehicles o.oq O.Of
15. Khandsari and 

Boora
0. 00 0. 00 36. Other Transport 

Equi pment
0. 00 o. or

15. Other food and 
Beverages

0.00 0.00 37. Communication and 
Electronic Equipment

0.00 0.01

17. Cptton Textiles 0.00 0.00 38. Other Manufacturing 0.00 o. or
18. Art Silk and 

Synthetic Textiles
0.00 0.01 39. Other Transport 

Services
0. 00 o.oc

19. Uoollen Textiles 0.00 0.00 40. Construction 0.08 o.oc
20. Other Textiles 0.00 0.00 41. Communication 0.00 0.0
21. Uood Based Products 0.00 0.01

I
42. Other Services 0.00 0.0 ;

Wholesale Price Index 
Partial Elasticity: 0.00 Total Elastic:tv: 0.00
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TABLE 06
Prlco Responso Elasticities for Changes in tho Adninistored Price o f

I r o n  and S t e o l

Industry Elastici ties Industry Elasticities
Partial Tota 1 Partial Tota

1. Paddy 0. 01 0.03 22. Paper and Papur 
Based Products

0.05 0.07

• Uheat 0.01 0.03 23. Leather and leathor 
| Products

0.03 0. 04

-j • Other Cereals 0.01 0. 04 24. Rubber Product? 0.04 0. 06
•i. Pulses 0.01 0.03 25. Plastics 0. 04 0. 06
ri. fibre Crops 0.01 0.03 26. Coal Tar Products 0. 02 0. 03
i fl Tea and Coffee 0.01 0.03 27. Pesticides 0. 04 0.06
7. Other Crops 0. 00 0.03 28. Synthetic fibre Resin 0. 04 0. 05
H. Animal Husbandry 0.01 0. 03 29. Other Chemicals 0. 05 0. 06

'• Forestry and 
Logging

0.03 0.05 30. Other Non-f1etall ic A 
Mineral Products

n. os 0. 10

F ishing 0.01 0.03 31. Non-Ferrous Metals 0. 05 0. 07
Iron Ore 0. 04 0.05 32. Non-Electrical 

Machinery
i. 47 0.48

Other Metal lie 
Minerals

0.04 0.06 33. Electrical Machinery 0. 26 0. 30

Non-fleta 1 lie and 
flinor Hinorala

0.02 0.05 34. Rail Equipment 0. 43 0. 44

Suga r 0.02 0.04 35. Motor Vehicles 0. 36 0. 3?
Khandsarl and 
Boora

0.02 0.04 36. Other Transport 
Equi pment

0. 24 0. 26

Other Food and 
Beverages

0.02 0. 04 37. Communication and
Electronic Equipment

0. 16 0. 17

?. Cotton Textiles 0.03 0.05 38. Other flanufacturing 0. 30 0.31
3. Arif Silk and 

Synthetic Textiles
0.04 0.06 39. Other Transport 

Services
0.02 0.04

9. Uoollen Textiles 0.03 0.05 40. Construction 0. 21 0. 23
u. Other Textiles 0.03 0.05 41. Communication 0. 02 0.04

'1. Uood Based Products 0.06 0.08 42. Other Services 0. 02 0. 05

Uholesale Price Index

Partial Elasticity: 0.04 Total Elasticity: 0.06
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Pricc Response Elasticities for Changes in tho Administered Price of
Rail Transport Services

TABLE B7

Industry E l a s t i c i t i e s
I Industry E l a s t i c i  t i e s

P a r t i a  1 T o ta l P a r t i a l  T o ta l

'• Paddy 0 .00 0.01 22. Paper and Paper 
Based Products

0 .03 0 .03

• Uhoat 0.01 0.01 23. Leather and Leather 
Products

0.01 0.01

. # Other Cereals 0 .00 0.01 24. Rubber Products 0.02 0. 02
■ # Pulse s 0 .00 0.00 25. Plastics 0.02 0 .02

fibre Crops 0.01 0.01 26. Cool Tar Products 0. 11 n. 11
Tea and Coffee 0.01 0.01 27. Pc sticides 0.03 0.03

• • Other Crops 0.00 0 .00 28. Synthetic FibrE r-<"sin n. 02 0. 02
« Animal Husbandry 0 .00 0.01 29. Other Chemicals 0.02 0.02
i fo r e stry and 

Logging
0. 01 0.01 30. Other /Jon-Metallic 

Mineral Products
n. 04 0.04

• f is h in g 0 .00 0 .00 31. Non-Ferrous Metals 0.02 0.02

- I r o n  Ore 0 .00 0.01 32. Mon-Elactrica1 
Machinery

0.02 0.02

• Other Metallic 
M ineroIs

0. 00 0.01 33. Electrical Machinor' 0. 02 0.02

• Uon-f'letallic and 
Minor Minerals

o.on 0.00 34. Rail Equipment 0.04 0. 04

Sugar 0.01 0.01 35. Motor Vehicles 0. 03 0. 03
• Khandsari and 
Boora

0.01 0.01 36. Other Transport 
Equipment

0. 0? 0. 02

• Other Food and 
Beverages

0.01 0.01 37. Communication and 
Electronic Equipment

0 .03 0.03

* Cotton Textiles 0.01 0.01 38. Other Manufacturing 0.01 0.02
Art Silk and 
Synthetic Textiles

0.02 0.02 39. Other Transport 
Services

0.00 0.01

j UoOllen Textiles 0.01 0.01 40. Construction 0.03 0.03
Other Textiles 0.01 0.01 41. Communication 0 .03 0.03

• Uood Based Products 0.03 0.03 42. Other Services 0.01 0.01

Wholesale Prico__Indax

Partial Elasticity: 0.01 Tots! Elasticity: T. 01
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Prim Rflgpon Elasticities for Changes in the Administered Price of
All Eight Products

TABLE B8

Industry Elasticities I Industry Elasticities
Pa r t i a 1 Tota 1 | Pa r t i al Total

1 Paddy 0. 12 0. 20
t
22. Pnper and Paper 

Based Products
0. 30 0. 36

Uheat 0. 22 0.25 23. Leather and Loathcr 
Froduc t s

0.1 2 0. 20

3. Other Cereals 0. 11 0. 15 24. Rubber Products 0. 22 0. 25
'1. PulsOC 0. 06 0. 15 25. Plastics 0. 41 0. 4f

Fibre Crops 0. 10 0. 1£ 26. Coa! Tar Products 0. 69 0. 72
Tea and Coffee 0. 06 0. 17 27. Fe st ic ides 0. 15 0. 26

7. Other Crops 0. 06 0. '\t 28. Synthetic Fibre Resin 0. 41 0. 46
. Anirial Husbandry 0. 05 0. 14 29. Other Chemicals 0.2 6 0. 33
. Fori-stry and 

Logging
0. 0- 0. 17 30. Other rjon-Metallic & 

Mineral Products
0. 33 0. 39

. Fishing 0. 05 0. 12 31. Jon-Ferrous Metals 0.40 0. 46
.. Iron Ore 0. 27 0. 32 32. ■v'on-F lec tr ica 1 

f'" ich i nery
0. 56 0. 60

. . Other Meta llic 
Minerals

0. 2? 0. 3f 33. C ’cctrical Machinery 0.40 0. 4 6

.. Non-r'letallic and 
Minor Minerals

0. 15 0. 22
!

34. Rail Equipment 0.57 0. 61

Sugar 0. 11 0. 15 35. r,iotor Vehicles 0.50 0.55
Khandsari and 
BooraI

0. 14 0. 21 36. Other Transport 
Equipment

0.37 0. 43

. Other Food and 
Beverages

0. 11 0. 15 37. Communication and 
Electronic Equipment

0.29 0. 35

V. Cotton Textiles
4

0.16 0.26 38. Othor Manufacturing 0. 40 0.45
Art Silk and 
Synthetic Textiles

0. 28 0.35 39. Cther Transport 
Services

0. 34 0. 40

Uoollen Textiles 0. 16 0. 2* 40. Construe tion 0. 40 0.45
Other Textiles 0. 13 0.21 I 41. Communication 0.09 0. 16
Uood Based Products 0.20 0.27 42. Other Services 0.09 0. 17

Whole ss!e P r i c e __ I_ndox
Partial E l a s t i c i t y : 0.28 Total Elasticity: 0.35


