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Abstract:

The Essential Commodities Act (ECA) of 1955 is an important piece of legislation in India aimed at
ensuring the availability of essential goods while preventing hoarding and black marketing. Although the
Act has successfully curtailed some malpractices and stabilized prices during shortages or emergencies,
it has faced criticism regarding its enforcement mechanisms, lack of clarity in definitions, and
adaptability to contemporary market dynamics. Frequent changes in control orders can confuse
stakeholders, leading to legal ambiguities and operational inefficiencies. Additionally, the Act's extensive
regulatory powers have the potential for misuse, creating an environment of uncertainty that affects
farmers and discourages investment in agriculture. As the economic landscape evolves, the Act's
relevance in a liberalized economy is increasingly guestioned, highlighting the need for reassessment
and refinement to effectively address the needs of consumers and support agricultural progress while
balancing market competitiveness. Ongoing discourse and analysis are essential to enhance the ECA’s
role in protecting consumers’ interests in a changing socio-economic context.

Keywords: Essential Commodities Act, Hoarding, Black Marketing, Price Stability, Regulatory
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Investment.

1. Introduction:

The Essential Commodities Act of 1955 is a significant piece of legislation in India designed to
guarantee the availability of vital goods to the public, especially during times of scarcity or crisis. Passed
by the Indian Parliament, the Act empowers the government to oversee the production, supply, and
distribution of specific essential items, including food, pharmaceuticals, fuel, and fertilizers. Its main
purpose is to curb hoarding, black-marketing, and price gouging, which can lead to price instability and
shortages. By enabling government intervention and control over these commodities, the Act aims to
protect public interest and ensure fair access, particularly for those in vulnerable situations. Over the
years, the Act has been revised to meet the shifting dynamics and demands of the market. While it
continues to serve as a critical instrument for managing essential goods, discussions around its
provisions persist, evolving to reflect the changing economic and social landscape. In the case of Union
of India v. Cyanamide India Ltd. (1987) 2 SCC 720, it was determined that a key objective of the
Essential Commodities Act, 1955, is to restrict and control profiteering from the limited resources
available to the community, in alignment with the directive outlined in Article 39(b) of the Constitution
of India.
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2. Background:

Following its independence, India faced considerable challenges regarding the inconsistent supply and
scarcity of essential goods. To address these issues, the Essential Commodities Act (ECA) was
established in 1955 to prevent hoarding and black marketing by those exploiting supply shortages. This
legislation empowers central and state governments to regulate the production, distribution, storage, and
trade of items deemed essential, originally including commodities like coal, textiles, and raw cotton.
Over time, as supply chains strengthened and competition increased, many items on this list lost their
essential status.
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In 2006, the ECA underwent revisions to enable the Central Government to modify the essential
commodities list in consultation with state authorities. Commodities can now be classified as essential
for up to six months, with the option for extension. The Central Government also has the authority to
adjust the list concerning items specified in the Concurrent List of the Constitution, which encompasses
various industrial products and food items. This adaptive regulatory framework aims to respond to
shifting market conditions while ensuring the stable availability of essential goods.

Currently, the seven recognized essential commodities are: i) Drugs: Medicines and related
pharmaceutical products, ii) Fertilizers: Includes inorganic, organic, and mixed fertilizers crucial for
agriculture, Food products: Especially edible oilseeds, edible oils, and other food essentials, Hank yarn
made of cotton: Important for the handloom and textile sectors, Petroleum and its derivatives: Fuels like
petrol, diesel, kerosene, etc., to ensure uninterrupted supply, Raw jute and textiles: Essential for
industries like packaging and textiles, and Various seeds: For food and fodder crops, vital for agricultural
sustainability. Control measures can include regulating production, expanding cultivation areas, and
controlling pricing, along with overseeing storage, transportation, and consumption while prohibiting
market withholding practices.

Additional controls may enforce the sale of stock upon receipt, limit specific transactions regarding food
items, and ensure compliance through data collection, record maintenance, and inspections. Such
measures can lead to the confiscation of goods or seizure of transportation means.

The Department of Consumer Affairs administers the ECA to sustain supply levels and ensure fair
access at reasonable prices. State authorities set stock limits through Control Orders, which can be as

IJFMR240633906 Volume 6, Issue 6, November-December 2024 2



https://www.ijfmr.com/

~ Y International Journal for Multidisciplinary Research (IJFMR)

i

IJFMR E-ISSN: 2582-2160 e Website: www.ijfmr.com e Email: editor@ijfmr.com

low as one hundred kilograms. The authority to issue orders resides with officers at both central and
state levels. The government sets the control prices for food items under the Essential Commodities Act
(EC Act) by considering various factors, including market conditions, production expenses, and the
necessity of maintaining equitable pricing for both producers and consumers. These prices aim to deter
hoarding and black-marketing; however, they are not exempt from judicial scrutiny. Courts have the
authority to intervene if the pricing system is deemed arbitrary, opaque, or in breach of legal or
constitutional regulations.

Orders under the ECA prevail over other laws, and legal immunity is granted to officials acting in good
faith (Section 15). The offences under the ECA are cognizable (Section 10A) and non-bailable (Section
9 of the Essential Commodities (Special provisions) Act, 1981), placing the burden of proof on the
accused (Section 14). In September 2016, the Government introduced an order that lifted licensing and
stock limits on specified foodstuffs, allowing for greater freedom in trading essential commaodities like
wheat and onions, although this can be revoked until further amendments are made to the original Act.

3. Some Important Sections under the Act:

Authority to Regulate Production, Supply, and Distribution (Section 3): Section 3 of the EC Act
grants the Central Government the authority to manage the production, supply, distribution, and trade of
essential goods. This includes implementing price controls, establishing storage restrictions, and issuing
necessary licenses. Such measures aim to ensure that vital commodities remain accessible, fairly
distributed, and adequately sourced, particularly during times of shortage or crisis.

Delegation of Authority (Sections 4 & 5): Sections 4 and 5 permits the Central Government to transfer
responsibilities to State Governments (Section 4) or designated officials (Section 5). This promotes
localized and efficient decision-making, encourages collaboration, and allows for adaptable responses to
regional issues.

Punishment for Violations (Section 7): Under Section 7 of the Essential Commodities Act, 1955,
individuals found guilty of violating the provisions under this Act face a minimum imprisonment of
three months, with a maximum sentence extending up to seven years. Offenders may also incur fines and
have their property or packaging related to the infringement confiscated. Repeat offenders encounter
stricter penalties, underscoring the importance of compliance with the Act.

In addition to standard punishment, they may face the cancellation of their business operations for a
minimum of six months, or longer as determined by the court. The law allows for leniency below the
statutory limit of punishment only in cases where adequate or special reasons are provided, as
established in the case of Sapana Trimbak Wani v. State of Maharashtra, (1976) 4 SCC 299.

Furthermore, a crucial aspect of Section 7 is that mens rea, or the intention to commit a crime, is not a
necessary element for prosecution, as determined in State of M.P. v. Narayan Singh, (1989) 3 SCC (Cri)
670. To invoke Section 7, it is fundamental to demonstrate a violation of any order issued under Section
3, as reaffirmed in the ruling of Prakash Babu Raghuvanshi v. State of M.P., (2004) 7 SCC 490: 2004
SCC (Cri) 1966.

Accountability for Attempts and Assistance (Section 8): Section 8 establishes that individuals who
attempt to commit or aid in the commission of offences under the Act are equally culpable, subject to
penalties similar to those imposed on actual offenders. This provision serves as a deterrent against both
direct participation and supportive actions in illegal activities.
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Prohibition of Hoarding and Black-Market Practices (Section 7): Hoarding essential commaodities to
sell them at inflated prices during shortages is prohibited under Section 3. Offenders may face a prison
sentence of up to seven years and/or substantial fines under the penal Section 7, especially during
emergencies related to food, medical supplies, or other critical necessities.

Violation of Stock Limits (section 7): Section 3(2)(f) restricts exceeding the stock limits set by the
government for essential goods. Those who breach these limitations may face confiscation of their
goods, incarceration, and fines as outlined in Section 7, especially when surpassing legally established
stock thresholds for essential items like food or fuel.

Violation of Price Control Orders: This infraction occurs when essential goods are sold at prices
above those set by the government, as specified in Section 3. Those found guilty may face imprisonment
or fines under Section 6(e). Instances of this include charging excessive amounts for LPG cylinders or
fuel products.

Infraction Pertaining to Production, Supply, and Distribution: Breaching regulations concerning the
production, supply, or distribution of essential items constitutes a violation of Section 3. Legal measures
under Section 7 are pursued against culprits, especially within sectors such as agriculture,
pharmaceuticals, and petroleum.

Breach of Control Orders: This pertains to any violation of designated control orders under the
Essential Commodities Act (ECA) in Section 3. Offenders could be sentenced to up to seven years of
imprisonment and/or subjected to fines under Section 7. Violations include failing to comply with stock
disclosure mandates or rationing guidelines.

Providing False Information or Misrepresentation: Disseminating incorrect information regarding
the stock levels or prices of essential commodities is a breach of Section 3. Offenders could face
imprisonment for up to five years, fines, or both, according to Section 9 of the Act.

Dealing in Adulterated or Substandard Goods: The sale of adulterated or subpar essential
commaodities contravenes Section 3. Offenders risk having their products seized, their licenses revoked,
and potential imprisonment under Section 7. Examples of this include selling counterfeit medicines or
impure fertilizers.

Corporate Offences (Section 10): Section 10 holds corporations and their personnel accountable for
any violations of the Act. Businesses and their representatives can be prosecuted, which ensures
adherence to compliance requirements throughout the organization.

Failure to Disclose Stock: Not reporting stock information as mandated by law (Violation of Section 3)
can lead to legal repercussions and the possible confiscation of items (Section 7). An example of this
violation is concealing staple goods like wheat or rice during official audits.

Summary Trial (Section 12A (1)): Section 12A (1) allows the Central Government to designate certain
orders as "special orders" for expedited trial if they affect the production, supply, or distribution of
essential commodities. These orders remain valid for two years unless revoked and may apply to
ongoing cases.

Legal Protection to Government Officials (Section 15): Section 15 grants legal protection to
government officials acting in good faith under Section 3 orders. They cannot be sued for damages or
face legal action for their actions in compliance with these orders.

Authority to Confiscate (Section 6A): Section 6A empowers authorities to confiscate essential goods
stored or handled in violation of the Act or government orders. This includes the seizure of goods,
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packaging, containers, vehicles, or animals involved, aiming to curb hoarding and black-market
activities.

Court not to Take Cognizance without Police Report (Section 11): Section 11 requires a written
report detailing the offence before a court can take cognizance of violations under the Act. The report
must be made by a public servant, an aggrieved individual, or a recognized consumer association, as
defined by law.

4. Strengths of the Act:

Control of Hoarding and Black Marketing: The Act grants the government authority to oversee the
production, supply, and distribution of essential goods. This regulation helps curb illicit activities like
hoarding and black marketing, ensuring that necessary items remain accessible to the public at fair
prices.

Price Stabilization: By allowing the government to set stock limits and regulate commerce, the Act
contributes to price stability during times of shortages or economic inflation. This mechanism helps
maintain affordability and reduces price volatility in essential goods when supply-demand dynamics are
strained.

Protection During Emergencies: The Act has demonstrated its effectiveness in emergency situations,
such as natural disasters, conflicts, and pandemics. It helps prevent the exploitation of at-risk
populations by controlling prices, thus ensuring vulnerable communities have access to essential goods
without facing undue financial strain.

Dynamic List of Commodities: The list of essential commaodities is flexible and can be modified to
meet current demands, reflecting the evolving socio-economic landscape of the country. This
adaptability ensures that the regulation remains relevant in addressing the needs of citizens as
circumstances change.

Encouragement for Public Welfare: The Act facilitates fair distribution of essential goods and
indirectly supports food security, particularly for low-income and marginalized groups. By promoting
equitable access, it fosters the well-being of vulnerable populations and contributes to the overall
improvement of public welfare.

5. Weaknesses and Criticisms of the Act:

Lack of Awareness about Control Orders: The frequent changes in policies concerning the issuance or
withdrawal of control orders lead to confusion among investigating officers about which control order
applies to specific commodities and which do not. This often results in cases being registered under
incorrect legal sections. It is crucial to widely publicize the application or withdrawal of control orders
concerning various essential commodities. For instance, in a recent case within a certain district, an FIR
was filed under Section 7 of the Essential Commodities Act, despite the absence of any control order
regarding the transportation or storage of potatoes in West Bengal.

Ambiguity in Definitions: The term "essential commodities"” lacks a clear definition, leading to varied
interpretations. The inconsistent addition and removal of items from this list creates uncertainty for
businesses and farmers, complicating planning and operations.

Impact on Market Dynamics: Frequent stock limits and restrictions negatively affect private
investment in agriculture and storage, causing supply chain inefficiencies. This regulatory approach
inhibits innovation and modernization, ultimately hindering agricultural progress.
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Overreach and Misuse of Powers: The Act grants extensive authority to officials, sometimes leading to
arbitrary and excessive regulation. Such overreach often results in the harassment of traders and
businesses, stifling economic activity and fairness.

Ineffectiveness in Tackling Hoarding: Critics contend that the Act has not successfully eradicated
hoarding, with such practices continuing in various areas. Many hoarders exploit legal loopholes to
avoid penalties, undermining the Act's intended effectiveness.

Reduced Relevance in a Liberalized Economy: In today's global market, the regulatory approach of
the ECA is deemed outdated and misaligned with free-market principles. Its restrictive measures hinder
competitiveness and undermine efforts for enhanced agricultural production.

Negative Impact on Farmers: Farmers frequently face challenges from abrupt price controls, which
disrupt the demand-supply equilibrium. The Act fosters an environment of uncertainty, discouraging
surplus production due to worries about decreasing prices and diminishing profits.

6. Literature Review:

Introduction to the Essential Commodities Act (ECA), 1955: The Essential Commodities Act (ECA)
of 1955 was established in India primarily to guarantee the availability of essential goods, fight against
hoarding, and prevent black marketing. This legislation arose from the socio-economic conditions
following India's independence and is regarded as a critical instrument for regulating the supply and
distribution of vital products. Scholars like Sharma (2019) have emphasized its historical importance in
stabilizing prices and ensuring fair resource distribution during crises.

Objectives and Framework of the ECA: The ECA grants the central government authority to oversee
the production, supply, and distribution of designated essential commaodities, which include food items,
fertilizers, petroleum products, and pharmaceuticals. Gupta and Ramesh (2020) assert that the Act’s
adaptability in identifying essential goods has allowed it to respond effectively to evolving economic
and social priorities throughout the years.

Role in Crisis Management: The ECA has played a crucial role during emergencies such as famines,
wars, and pandemics. For instance, during the COVID-19 pandemic, the government invoked the ECA
to regulate the distribution of masks and sanitizers (Mukherjee, 2021). Such examples highlight the Act’s
significance in managing supply chain disruptions and safeguarding public welfare

Criticisms of Over-Regulation: Despite its advantages, the ECA has faced criticism for excessive
regulation. Kumar and Patel (2018) argue that its stringent controls deter private sector investment,
particularly in agriculture and storage capabilities. They claim that frequent stock limit impositions
disrupt market dynamics, hampering efficiency and innovation in the supply chain.

Impacts on Farmers and Agricultural Trade: The effects of the ECA on farmers have been a debated
topic. Farmers often encounter sudden price ceilings and stock limits that disturb the demand-supply
balance. Singh (2020) notes that these restrictions disincentivize the production of surpluses, as farmers
fear they may incur losses due to unpredictable government interventions. Consequently, the regulatory
burden imposed by the Act has become an obstacle to agricultural development.

Legal and Administrative Challenges: The discretionary powers conferred by the ECA have resulted
in cases of misuse and bureaucratic overreach. Das (2017) points out that arbitrary enforcement often
leads to traders being harassed and goods being confiscated, sometimes without sufficient proof of
hoarding. Such occurrences raise concerns about the transparency and accountability of enforcement
practices.
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Recent Reforms: The 2020 Amendment: The Essential Commodities (Amendment) Act of 2020 aimed
to update the ECA by narrowing its scope. This amendment excluded cereals, pulses, oilseeds, edible
oils, onions, and potatoes from the list of essential goods, except in extraordinary circumstances. As
noted by Roy (2021), this reform was intended to encourage private investment and modernize storage
facilities. However, it has also been criticized by farmer organizations concerned that diminished state
control could lead to exploitation by large corporations.

Relevance in a Liberalized Economy: In the context of a globalized and liberalized economy, the
regulatory stance of the ECA has come under scrutiny. Dutta (2019) emphasizes the necessity of
balancing state intervention with market dynamics. He argues that while the goals of the ECA are still
pertinent, its strategies need to evolve to foster a competitive and efficient economic landscape.
Suggestions for Improvement: Various scholars propose several avenues to reform the ECA. Verma
and Chatterjee (2022) suggest the need for clearer definitions of “essential commodities” and a more
predictable policy framework to mitigate market uncertainty. They also recommend encouraging private
sector involvement in the supply chain while establishing robust safeguards against hoarding and price
manipulation.

Conclusion and Future Directions: The Essential Commodities Act of 1955 continues to be a vital
mechanism for managing the distribution of essential goods in India. However, its application has
frequently been hindered by excessive regulation and a disconnect from modern economic realities.
Moving forward, a balanced approach that integrates contemporary market practices while prioritizing
public welfare is crucial. As Mukherjee (2021) concludes, the ECA must adapt to remain relevant in a
world characterized by globalization and swift economic changes.

7. Court Judgments:

e Sheoratan Agarwal & Another vs. State of Madhya Pradesh (1984): The Supreme Court addressed
the issue of partners' liability in a firm for violations of the Act, clarifying that they can be held
accountable for the firm's infractions based on the principle of vicarious liability. The Court noted
that those who actively participate in the firm's operations may face prosecution under the
Act.Malkiat Singh vs. State of Punjab, AIR 1970 SC 713: It was decided in this case that there is no
provision in the Act which makes a preparation to commit an offence punishable. It follows,
therefore, that the accused should not have been convicted under Section 7 of the Essential
Commaodities Act, 1955.

e Deonath Prasad v. State of Bihar, 2007 SCC OnLine Pat 275: When officers responsible for
searching and seizing in cases under the Essential Commodities Act file a complaint and initiate an
investigation, it raises doubts about the fairness and impartiality of the investigation.

e Nathu Lala v. State of Madhya Pradesh: In the current case, the Supreme Court determined that mens
rea is a crucial element of an offence under Section 7 of the Essential Commaodities Act, 1955.

e Hoechst Pharmaceuticals Ltd. and Others vs. State of Bihar and Others (1983): The issue at hand
involves a conflict between central legislation established by the EC Act and state laws. The
judgment delivered by the Supreme Court clarified that state laws that are inconsistent with central
legislation pertaining to essential commodities are deemed repugnant under Article 254 of the
Constitution. This ruling reaffirmed the primacy of central laws in relation to essential commodities.

e Bishambhar Dayal Chandra Mohan and Others vs. State of Uttar Pradesh and Others (1981): The
Supreme Court determined that executive orders lacking appropriate legislative authority cannot
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impose limitations on fundamental rights, especially regarding individuals' rights to engage in trade
and commerce.

Shri Sitaram Sugar Company Limited & Another vs. Union of India & Others (1990): The Supreme
Court affirmed the government's authority to set prices for essential commodities but highlighted the
necessity for this power to be exercised reasonably, fairly, and without arbitrariness, always taking
into consideration the broader public interest.

State of Maharashtra & Others vs. Bhaurao Punjabrao Gawande (2008): The Supreme Court
affirmed the validity of preventive detention orders issued under the Essential Commodities Act to
combat black marketing, emphasizing their essential role in ensuring the availability of necessary
goods and maintaining public order. The court underscored the significance of these measures in
tackling issues related to black marketing and hoarding.

Tolaram Relumal & Anr. vs. The State of Bombay (1954): In the case of Tolaram Relumal & Anr. vs.
The State of Bombay (1954), the Supreme Court highlighted the necessity of a strict interpretation of
penal provisions under the EC Act, asserting that individuals should only face penalties when there is
a clear establishment of a violation of the law.

M/s Prag Ice & Oil Mills & Anr. vs. Union of India (1978): In this case the Supreme Court affirmed
the constitutionality of price control orders issued under the Essential Commodities Act (EC Act).
The Court emphasized that these measures are essential to prevent exploitation and guarantee fair
distribution of essential commaodities.

Hindustan Steel Ltd. v. State of Orissa (1969): The Supreme Court noted that although regulatory
offences do not invariably necessitate evidence of mens rea, penalties should not be applied
automatically without taking the relevant circumstances into account.

West U.P. Sugar Mills Association vs. The State of Uttar Pradesh (2020): In this case the Supreme
Court decision focused on the clash between state legislation and the Essential Commodities Act
regarding sugarcane pricing. The Supreme Court ruled that any state laws that contradicted central
legislation would be invalid, thus affirming the supremacy of the central law in governing essential
commodities.

Avtar Singh & Anr. v. State of Punjab [Criminal Appeal No. 323 of 2023]: On March 23, 2024, the
Supreme Court of India, led by Justices Abhay S. Oka and Rajesh Bindal, overturned the convictions
of appellants who had been found guilty by the Punjab and Haryana High Court under Section 7 of
the Essential Commodities Act, 1955, for allegedly engaging in the black-market sale of gas
cylinders. The Court pointed out that none of the independent witnesses or purported buyers
corroborated the prosecution's claims, and only two official witnesses were available to back the
allegations. While the unauthorized possession of gas cylinders was proven, the Supreme Court
stressed that, according to the Liquefied Petroleum Gas (Regulation of Supply and Distribution)
Order, 1988, only designated officers authorized and notified by the Central or State Government are
permitted to enforce these provisions. The bench remarked that adherence to the legal framework is
crucial, asserting, "Where a power is given to do a certain thing in a certain way, the thing must be
done in that way or not at all.” As a result, the appellants were acquitted due to procedural errors and
a lack of sufficient evidence.

Tejasbhai Maheshkumar Thakrar vs. State of Gujarat: It was decided by the Gujarat High Court on
November 12, 2014, that the confiscation of essential commodities is a severe measure. To ensure
that individuals have a fair chance to represent themselves, Section 6B (1) includes specific
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provisions. In this instance, the confiscating authority failed to adhere to clause (c) of Section 6B (1).
As a result, the court nullified the confiscation order and sent the case back to the Collector,
instructing them to issue a new order after providing the petitioner an opportunity to be heard as
required by Section 6B(1)(c) of the Essential Commaodities Act.

e Tata Steel Limited vs. Coal India Limited and Others, decided on September 12, 2024: The Supreme
Court ruled on whether coal is still considered an essential commodity under the Essential
Commodities Act, 1955. It reviewed coal's removal from the essential commodities list in 2007 and
evaluated the consequences for regulatory frameworks and contractual relationships. The Court
confirmed that since its delisting, coal no longer qualifies as an essential commodity, significantly
impacting the operations of companies such as Tata Steel and Coal India.

8. Recommendations:

Reassessing the Definition of ""Essential Commodities™: The definition of "essential commodities™ in
the Essential Commodities Act of 1955 needs to be revised to align with today's realities. The Act
requires greater clarity in its terminology and provisions, such as redefining "essential” from a broader
perspective that includes farmers' interests, not just consumers. Similarly, "public interest" should
encompass the welfare of farmer-producers, and "fair price" should factor in farm-gate prices, ensuring
equitable benefits for both producers and consumers.

Categorisation of Commodities: Commodities should be categorized based on their importance to
public welfare, current market dynamics, and trends in production and consumption. For instance, food
grains, which are now abundant due to improved production methods, should be reassessed, while
modern essentials like critical healthcare equipment and renewable energy technologies should be added
to the list.

Classification of Commodities by Priority: A two-tier classification system for commodities is
necessary: Priority One: Goods crucial for national security, disaster management, and essential public
health, including petroleum, fertilizers, and life-saving drugs. Priority Two: Items that are generally
suitable for deregulation but should be monitored during emergencies, such as agricultural products and
processed foods. This approach ensures targeted and effective regulation.

Expanding the Definition of Public Interest: The notion of "public interest" should be broadened to
encompass all stakeholders in the supply chain, including farmers, consumers, and agri-businesses. The
Act must find a balance between meeting consumer demands and ensuring fair compensation for
farmers, especially those in rural agricultural areas, which constitute a significant part of the population.
Optimizing Controls on Agricultural Commodities: Regulations governing agricultural commodities
should focus on fostering growth and innovation rather than hindering them. Licenses and restrictions
that obstruct long-term investment in agri-business and exports need to be revised. The Act should
promote a science-driven supply chain that operates efficiently in both domestic and international
markets, reducing the need for reactive measures.

Establishing a Transparent Regulatory Framework: The regulations outlined in the Act should be
clear, timely, and equitable. For example, specific thresholds for stock limits and controls during
emergencies should be predetermined. This strategy would minimize arbitrary actions and foster trust
among industry participants, encouraging their active participation in the market without fears of
unpredictable government interventions.
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Enhancing Logistics and Warehousing: The Act should include provisions aimed at strengthening the
agricultural supply chain, particularly in logistics and warehousing. Recognized warehouses under the
WDRA (Warehousing Development and Regulatory Authority) should be exempt from stockholding
limits if they offer post-harvest loans to farmers. This measure would help avert distress sales and
guarantee fair pricing for producers.

Promoting Agricultural Exports: To link Indian agriculture with global markets, the Act should allow
exporters and traders to maintain minimal operational stock levels. Policies must be designed to support
consistent trade commitments while nurturing long-term relationships with international clients. Export
incentives should align with these goals.

Clarifying Genuine Inventory Needs: The Act needs to distinguish between stock held for legitimate
business purposes and speculative inventory. For instance, agro-industrial companies should be allowed
to store inventory according to their production schedules and capabilities. Encouraging self-reported
stock needs for internal use can help streamline supply chain operations.

Supporting Market-Driven Pricing: The Act should move away from price controls and let market
dynamics determine fair pricing. Policies should aim to promote competition within supply chains,
resulting in fair pricing for both producers and consumers. Regulatory interventions should be reserved
for exceptional circumstances.

Incorporating Digital Tools for Oversight and Enforcement: Modern digital tools and platforms
should be integrated into the enforcement mechanisms of the Act. Access to real-time data on
production, storage, and distribution will empower authorities to effectively monitor markets.
Transparent reporting systems will help deter hoarding and black-market activities, enabling timely
interventions when necessary.

Removal of Periodic imposition of licensing and control measures: Periodic imposition of licensing
and control measures under the Act has discouraged agri-businesses from forming long-term domestic
and international partnerships. This has left the agricultural supply chain disorganized and opportunistic.
These short-term controls have stifled the development of a planned, scientific, and efficient supply
chain ecosystem. Moreover, state-level inconsistencies in control orders have prevented the
establishment of a unified national market and hindered long-term linkages with international markets.
Classification of Essential Commodities: To modernize the Act, the government may consider
classifying essential commodities into two priority classes. Priority One commodities would remain
under control and include drugs for chronic diseases and disaster management, petroleum products
critical for logistics and defense, and fertilizers linked to agriculture and trade. Priority Two
commodities, including food items, would be decontrolled but subject to temporary controls during
national emergencies, supply disruptions, or disasters. These controls must be transparent, with
predefined thresholds and time frames to safeguard strategic interests while promoting market efficiency.
Amendment of the EC Act: Amendment of the EC Act must also recognize that agricultural
commodities are essential not only for consumers but also for the survival of agro-industries and trade.
Industries relying on agro-commodities for processing, such as oilseeds into oil or wheat into flour,
require adequate operational stockholding. The amended Act should differentiate between genuine
inventory needs for production and speculative stockholding, allowing industries and traders to declare
and hold minimum operational stocks essential for their operations and commitments.

Minimum Stock Levels: For exporters and traders, maintaining minimum stock levels is crucial to
meeting domestic and international trade commitments. These thresholds should be designed to ensure
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continuity in agri-export strategies. Additionally, accredited warehousing under the WDRA should be
exempted from the Act, provided warehouses facilitate post-harvest loans for farmers. This would
encourage crop inflow, reduce distress sales, and strengthen the financing ecosystem in agriculture.
Essential Logistics: "Essential Logistics” should be defined to facilitate better supply chain
connectivity. This could include enlisting logistics assets for humanitarian needs during natural or
medical disasters. Regulations should shift focus from controlling agricultural production and supply to
easing supply chain bottlenecks and promoting market dynamics. By fostering competition and
enhancing supply chain efficiency, the amended Act can ensure that abundant farm produce translates
into food security and economic growth, addressing the persisting issue of hunger despite surplus
production.

9. Conclusion:

The Essential Commodities Act (ECA) of 1955 remains a pivotal framework for regulating essential
goods in India, aimed at safeguarding public access and ensuring fair pricing. While the Act has made
notable strides in preventing hoarding and maintaining price stability during emergencies, its
effectiveness is hindered by ambiguities, enforcement challenges, and misaligned regulations in a
rapidly evolving economic landscape. As we navigate the complexities of modern markets, it is
imperative that policymakers undertake a comprehensive review of the ECA, addressing its
shortcomings while enhancing its adaptability to meet contemporary needs. Collaborating with
stakeholders will be crucial in creating a more equitable distribution system that supports farmers and
consumers alike. Ultimately, by refining the ECA, we can not only enhance its effectiveness but also
promote sustainable agricultural practices and strengthen food security, paving the way for a healthier,
more resilient society.
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