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INTRODUCTION

1.   The  Government has  taken  various  initiatives  in  administration  of  Essential  Commodities  Act.
      for the control of the production,supply & distribution and trade & commerce, in certain commodities. 

2. This  Act  empowers  the  Government  to  regulate  prices,  production,  supply,  distribution  etc. of 
      essential  commodities  for  maintaining  or increasing their supplies and for securing their equitable 
      distribution and availability at fair prices.

3.   Most  of  the  powers  under  the  Act  have been  delegated by the Central Government to the State 
      Governments.   At   present   only   seven  essential   commodities  have  been  retained  under  the  
       Act, to  protect   the interests of the farmers, general people and the families below the poverty line. 
      These are;

    Drugs
    Fertilizers, whether inorganic, organic or mixed
    Foodstuffs including edible oilseeds and oil
    Hank yarn made wholly of cotton
    Petroleum and Petroleum Products
     Raw jute and jute textiles
     (i) Seeds of food crops (ii) Seeds of fruits and vegetables (iii) Seeds of cattle fodder,      (i) Seeds of food crops (ii) Seeds of fruits and vegetables (iii) Seeds of cattle fodder, 
     (iv) Jute seeds and Cotton seed.
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REFORMS UNDERTAKEN

4.   The  Act  has  been  amended  and notified in September, 2020 now provides that foodstuffs, including 
      cereals,  pulses,  potato,  onions, edible oil seeds and oils shall only be regulated under extra ordinary 
      circumstances  which  may  include war, famine, extra ordinary price rise and natural calamity of grave 
      nature.

5.   It  further  provides  that  any  action  on  imposing stock limit would be based on price trigger such as 
      hundred  per  cent  increase  in  retail  price  of horticultural produce and fifty percent increase in retail 
      price  of  non-perishable  agricultural  foodstuff  over  the  immediately  preceding  twelve  months  or       price  of  non-perishable  agricultural  foodstuff  over  the  immediately  preceding  twelve  months  or 
      average  retail  price  of  last  five  years  whichever  is lower; there is suitable exemption for exporters, 
      processors  and  value  chain participants of any agricultural produce as well as the Public Distribution 
      System.

6.   The  Amendment  includes  a  definition  of  value  chain  participants covering all the entities who add 
      value  to  each  stage from production to consumption. It is a visionary step, one which would radically 
      alter the incomes and growth prospects of farmers and incentivize investment in the entire agri-sector.
  

1. The Central Government removed the licensing 
requirements, stock limits and movement 
restrictions for dealers on wheat, wheat products, 
paddy, rice, coarse grains, sugar, gur, edible 
oilseeds, edible oils, pulses, hydrogenated 
vegetable oils or Vanaspati, onions and potato vegetable oils or Vanaspati, onions and potato 
through an Order issued in September, 2016.

2.   Further, in August, 2019 it was clarified that the provisions relating to stock limit under any order made 
      under the Act will not apply to a contract farming purchaser of any agricultural  produce, subject to the 
      overall ceiling of registered quantity.

3.   In  December,  2019  the  Central  Government  ordered  that  the transport, distribution or disposal of 
      sugar, edible oils  and edible oilseeds to places outside the State will not be restricted. Also exempted 
      the stock of specified commodities, in which derivatives trading is permissible and kept in warehouses 
      accredited  by  a commodity  derivatives  exchange and registered with the Warehouses Development 
      and Regulatory Authority for delivery on exchange platforms.
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OUTCOMES OF THE REFORMS
1. Amendments to EC Act beneficial to farmers & will help to increase their income: It is beneficial for the 
     farmers. The problem with the agricultural commodities is that during peak arrival time the prices crash 
     which  adversely  affect  the  farmers  and  in  lean   season  the  prices rise which adversely affect the 
     consumers. The  reason  for  such  variation  in prices  is the lack of  appropriate storage & processing 
     facilities.
 
     The  amendment  to EC Act would remove the fear of excessive regulation and bring investment to the      The  amendment  to EC Act would remove the fear of excessive regulation and bring investment to the 
     agriculture sector. Better storage & post-harvest processing facilities, better transport and supply chain 
     facilities,  would  ensure  that  prices  do  not fall in the harvest time and farmers’ losses are minimized.
     This would result in better price realization by the farmers.
 
2. Promote value chain  participants which would  minimize farm wastages: The Annual Report of MoFPI 
     (2018-19)  quotes a study by Central Institute of  Post-Harvest  Engineering  &  Technology  (CIPHET)
     which estimates the annual value of harvest and post-harvest losses of major agricultural commodities      which estimates the annual value of harvest and post-harvest losses of major agricultural commodities 
     at  Rs. 92,651  crore  using  the  production  data  of  2012-13  at  2014  wholesale  prices. Most of the 
     wastage is  occurring in the case of fruits  and vegetables. Farmers  suffer huge losses when there are 
     bumper harvests of perishable commodities. With adequate processing facilities, much of this wastage 
     can be reduced  thus providing remunerative prices to producers as well as ensuring greater supply to 
     consumers. Amendment to  EC  Act  would provide a much-needed fillip to the value chain participants 
     including  Farmer  Producer  Organisations  (FPOs) as their fears of sudden regulation of stock limit in      including  Farmer  Producer  Organisations  (FPOs) as their fears of sudden regulation of stock limit in 
     these commodities would be adequately addressed. 

3. Attract investment: “Excessive regulatory  interference” under  the EC  Act was  coming  in  the way of 
     investment  in  the  agriculture  sector  particularly  in  post - harvesting  activities. Private  sector  was 
     hesitant  in investing  in  cold  c hains   and   storage   facilities  for   perishable  items as most of these 
     commodities  were  under  the  ambit  of the EC Act and stock limits were attracted suddenly. Now any 
     limits under EC Act shall not be  applicable to exporters, processors and other value chain participants.      limits under EC Act shall not be  applicable to exporters, processors and other value chain participants. 
     This  would  now  attract  private  investment  which  would  help  farmers  in better storage and prices.
 
4. Provide farmers greater choice in selling their produce: Amendments to the EC Act along with the other 
     Ordinances  allowing  sale  and  purchase  of  farm  produce  outside  notified market yards, facilitating 
     contract  farming  and allowing farmers to engage in direct marketing, would greatly benefi the farmers 
     and help them realize better price for their produce. 

     Now  physical  market  participants  can  directly  buy  from  the  farmers  without the fear of excessive      Now  physical  market  participants  can  directly  buy  from  the  farmers  without the fear of excessive 
     regulation  and  stock  limits  under  the  EC  Act. This would improve  the bargaining power of farmers.
 
5. Amendments  balance  the  interest  of  all the  stakeholders:  Amendments to the EC Act  balance the 
     interest of all the  stakeholders including farmers, exporters, processors, other value chain participants 
     and  consumers  by  removing  the fear of “excessive regulatory interference”. At the same time, power 
     has been  retained  with  the  Government  for  regulation  under  certain  extraordinary  circumstances.
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SAFEGUARDING FARMERS AS WELL AS CONSUMERS
The  Government,  while  liberalizing  the  regulatory environment in order to boost farmers’ income and 
attract  investment  to  the  agriculture  sector,  has  also  ensured  that  interests  of  consumers  are 
safeguarded.  It  has  been  provided  in  the  Amendment,  that  in  situations  such  as  war,  famine, 
extraordinary  price  rise  and  natural  calamity, such agricultural foodstuff can be regulated. Whenever 
there is  unprecedented price rise, provision has been made for independent and objective assessment 
that this  price rise needs to be dealt with through imposition of stock limits. The price of that commodity              during the preceding year will be compared with the average prices over that this  price rise needs to be dealt with through imposition of stock limits. The price of that commodity              during the preceding year will be compared with the average prices over 
the preceding  five  years;  the  lower  of  the two figures will be the base figure and if prevailing price of 
that  commodity  is  100%  higher  ( for  perishable  commodity ), or  50%  higher  ( for  non-perishable 
commodity),  this will be the trigger for imposing stock limits.  However, the installed capacity of a value 
chain  participant  and  the  export  demand  of  an  exporter will remain exempted from such stock limit 
imposition.


