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Abstract

The Public Distribution System (PDS) plays an intpor role in the provision of food security. PDS i
India facilitates the supply of food grains to fheor at a subsidized price. It also helps to mddubpen -
market prices for commodities that are distributbdough the system. Government accords great
importance to the objective of measuring outconfeB@S so as to ensure that equal distribution ayste
serves up the purpose for which it was set up. fitesent paper critically analyzes the organizationa
structure and their loopholes in the functioningagfencies like Food Corporation of India & Central
Warehousing Corporation engaged in the procurenmgahsportation, storage and distribution. And
suggests remedial measures to make the PDS transpefficient and effective without which the wasi

of food for all cannot be attained in India.
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1. Introduction

Food security at the level of each individual chibman and man is the first requirement for athgal
and productive life. Jawaharlal Nehru had said 947, "everything else can wait, but not agriculture
These words are more relevant today than 65 yemrssince our population has grown from 300 to @,20
million during this period. The vision of food seity in developing country like India where corriget is
prominent in every sphere of public life can't héfifled without the transparent and effectifublic
Distribution System (PDS) which is a programme add security that provides a minimum amount of
cereals at subsidized prices. Recent data fron6iseround of the National Sample Survey in 2008520
establishes that targeting of PDS has led to haggsrof exclusion of deprived households from fstesn
and clear worsening of coverage in various Stafeg. concept of Public Distribution System in India
appeared during 1942 for the first time in the nradghape as a result of shortage of food graingglur
World War. Consequently Government started intefeanin release of food to the people. This
interference of Government in distribution of fogdhins sustained in major cities, towns & certdineo
food dearth areas. Infect PDS in India is more thalfra century old as rationing was first introdddn
1939 in Bombay by the British Government as a me@atuensure equitable distribution of food graims
the urban consumers in the face of rising pricésisT rationing in times of crisis particularly dugifamine
was the historical ancestor to the national patitgtabilization and management of food grains.

In the face of indistinct inflationary pressures time economy immediately after Independence, the
Government had to reintroduce rationing in 195@lidrretained public distribution of food grains as
focused social policy, while it embarked on thehpat designed economic development in 1951. In the
First Five Year Plan, the scope of distributionteys was broadened to make comprehensive to colver al
such rural areas which suffered from stable fooartslges. Earlier this programme was basically urban
centric. However, truly speaking food productioromved in 1958, when the Second Plan had just
commenced. This factor forced the Government téareprocurement of food grain and cereals and
impose control on trading of food grains. It algzided to re -introduce PDS.

2. Concept of Public Distribution System
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PDS is a system whereby accessibility of vital diegpis assured within easy reach of the consurners
every corner and bend of the country. This is adaation system where food grain, sugar, and other
necessary items like kerosene oil and edible @l ate made available to the people of the state at
reasonable price to meet their minimum needs. Regahd timely availability of supplies is assured
through close monitoring system to make PDS arctfie instrument against various forces in the open
market and to keep under check the inflator tenésn€ertain supply on fixed and reasonable prites
keeps in control the changeable trends of market tduvagaries of whether and subsequent changing
prospects of crops. It serves as a steady stablekaim market forces and work as an effective kaiy
factor. PDS also serves as an effective tool ofaseeelfare and directly contributes to the devehamt of
rural population at large and the poorest of therpo particular who can not afford to buy necegsard
essential items from open market. PDS also sewas éanstrument of rural development especialffaimn-
flung and inaccessible areas.

For the sake of clarity, the history of PDS in kdian be into four phases. The first phase was ftem
origins to 1960, a period when the system was ee@rio other cities. During this phase, distributio
through PDS was usually dependent on imports of fg@in. The second phase, from 1960 to 1978, was
one which proverb major organizational changes.cifipally, in response to the food crisis of thedmi
1960s, the government of India took a holistic apph to food security, procurement and storage. The
third phase, from 1978 to 1991, was marked by lagge growth of the PDS, supported by domestic
procurement and stocks. The fourth phase, from 19%ie present, is one in which the policy of ensal
PDS has been replaced by a targeted policy iniitle the objectives of economic liberalization. Bhu
over the entire period, the PDS grew from a ratignscheme in selected cities to a national universa
programme of food distribution and then to a potangeted at the income-poor.

3. Organization and Working

For the proper management and distribution of fg@ins the government of India has created Minisfry
Consumer Affairs, Food and Public Distribution. Thenistry has been divided into two departments
namely Department of Food and Public Distributiod ®epartment of Consumer Affairs. The department
of food and public distribution is again divideddriwo parts for the purchase and storage of foathg

3.1 Food Corporation of India (FCI)

FCI was setup on 14th January 1965 having its heatiers at Chennai under the Food Corporations Act
1964 to implement the following objectives of thatldnal Food Policy:

» Efficient price support operations for conservatioe interests of the farmers.

» Distribution of food grains throughout the courfioy Public Distribution System and

* Maintaining satisfactory level of operational andfbr stocks of food grains to ensure National

Food Security.

FCI is the largest corporation in India and prolattle largest supply chain management in Asia. It
operates through 5 zonal offices and 26 regionéited. Each year, the Food Corporation of India
purchases roughly 15-20 per cent of India's whatdui and 12-15 per cent of its rice output (SiBg8en
2011). The purchases are made from the farmetseatates declared by the Govt. of India. This rate
called as MSP (Minimum support Price). There islinait for procurement in terms of volume; any
quantity can be procured by FCI provided the steatisfies FAQ (Fair Average Quality) specifications
with respect to FCI. The stocks are elated thraalgndia and issued to the State Government noesira
the rates affirmed by the Government of India fartHer distribution under the PDS for the use & th
ration card holders. FCI itself does not directgatout any stock under PDS and its operation érldea
way out of the stock from its depots. The differehetween the purchase price and sale price, alithg
internal costs, are reimbursed by the Union Govemtrim the form of Food Subsidy. At present theuahn
subsidy is around $10 billion (Sud 2011). FCI bself is not a Decision making authority; it doeg no
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decide anything about the MSP, imports or expdtrisist implements the decisions made by the Mixist
of Food and Ministry of Agriculture.

3.2 Central Warehousing Cor porations (CWC)

The policy purpose is to produce available storagjéty necessary for (i) buffer and ready stockadd
grains to supply to the Public Distribution Systamd (ii) General Warehousing. The attempt is toated
storage ability and to decrease dependence orathecity under Cover and Plinth (CAP). There areghr
agencies in the public sector which are engagebuilding large scale storage/ warehousing capacity,
namely, Food Corporation of India (FCI), Central Mkousing Corporation (CWC) and 17 State
Warehousing Corporations (SWCs). While the abititgessible with FCI is used mainly for storage of
food grains, but CWC and SWCs is used for stordgear grains and also other notified commodities.
The Warehousing (Development and Regulation) A€72@as enacted and notified in September 2007.
The Act ensures that the farmers are able to Keep goods in certified warehouses and use war&sous
receipt as a negotiable instrument. With the futbaution of this Act, farmers would find it easytake
loans from commercial banks against negotiable marse receipts and not resort to distress saltskéo
care of their urgent cash needs. The Act has direa given effect to in September, 2010. A regwyato
Authority namely Warehousing Development & Regutatéduthority (WDRA) has been set up on
26.10.2010 under the Act to register and regulaehouses issuing negotiable warehouse receiptsoand
implement other Provision of the Act.

4. Food Procurement Policy

The stockpile of food grains available with the gmument agencies as on 1 July 2002 was 63.01 millio
tonnes (mt) — (21.94 mt of rice and 41.07 mt of atheThis was well above the prescribed bufferlstoc
norms. While the changing demand patterns is oasorefor the buildup of surplus food grains, anothe
factor is the propensity of consecutive governmémtBx minimum support prices (MSP) for paddy and
wheat in excess of the levels prescribed by the i@ission for Agricultural Costs and Prices (CACP).
While this has given the farmers an incentive todpce more but it has raised the market prices and
reduced the demand for cereals. Studies condudtdtieaNational New Delhi, show that fixing of
procurement prices at various levels , higher thanCACP’s recommendations has led to the procureme
of an additional quantity of 12.8 mt of wheat and Bt of rice (George 2010). These points to thedrie
strictly adhere to the recommendations of the CA®@Prealistic MSP will help in promoting the
diversification of cropping patterns. The systenMS8P served the country well in the past threeahdlf
decades but has started encountering certain pnebie recent years. This is because the agriclltura
production scenario has undergone significant cesuoger the past four years.

Many states, including formerly deficit states liRiar, Assam and Uttar Pradesh, have reportedusap

of several agricultural commodities, especiallyee¢ds and this trend is likely to continue in thenimg
years as well. The average production of food grairhich was 187 mt during the Eighth Five YeamPla
is expected to have increased to 205 mt in theh\Hinte Year Plan (Revallion 2009). Thus, the insesin
average total food production is in excess of ttal tfood grains requirements of around 196 mhatend

of the Ninth Plan as worked out on the basis ofrative approach.. The food grains has to be proaure
the Minimum Support Price (MSP) fixed by the Govaemt. The MSP for Common and Grade 'A' paddy
was fixed at Rs 1000/- and Rs 1030/- per quintspeetively for the 2010-11 Kharif Marketing Season
(October, 2010- September, 2011). The MSP of wieet fixed at Rs1100/- per quintal for the Rabi
Marketing Season 2010-11. The comparative MSP afaivtand paddy since 2004-2005 to 2010-2011
(marketing seasons) is given in table no. 2..

5. Transportation and Storage

Transportation and storage from procurement cewotréhe regional depots is the responsibility of FCI
Transportation is generally arranged through pewaintractors. Lifting of grains from the regiodajpots
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to the issue centre is mainly the responsibilitythad Civil Supplies Corporation of the state goveent.
From the issue centre to FPSs it is the respoitgibil FPSs , except in state of Andhra Pradeshrevtiee
state government provides transportations . Prefmage of such large stocks is an important aspiect
Public Distribution System (PDS). The main goalaskeep the cost down and to prevent deterioradtion
stocks. Various agencies are engaged in this pod&st there is chances of corruption during the
transportation as a case came into existence inafandiistrict of Haryana state .A truck having 200.K
wheat as a part of Antyodaya Anna Yojna scheme R8s was taking it in the open market to be sold
was captured by the police. Hence there is poggilof corruption in PDS, if the transportation s is
hired from private agencies.

6. Problems

The problems of Public Distribution System have heen uniform in the country. In some states the
administration is weak and corrupt. In these stdtficiencies regarding huge shortage of stocHss fa
supply entries in ration cards, diversion of comitiesl for sale to open market and bogus rationsare
noted. PDS suffers from irregular and poor qualitfood grain made available through Fair Price $ho
(FPS). The position in rural areas in this respgentuch worse than urban areas .The PDS in ruealsdnas
not been given much attention. Most of the FPS®aomomically non-viable, which is the main reafmm
the low rate of commission. The storage faciliiedndia are not sufficient to cope with the prohke
There is also a possibility of corruption at lotwalel. The procurement system in India is not umifoThe
distribution system of essential commodities isvsgager that it can hardly suffice the need of ailfam
And even for this the consumers have to make repeasits to the ration shops in their respectireasa.
Most of the times they come back empty handed wadtburance that ration would be made available to
them in the next week.

7. Policy and Procedural Suggestions

The following reforms may help in improving theusition confronted with PDS in India and ease of use
for the poor:

» Presently, the BPL cardholder is identified by tbeal bureaucracy with the help of Gram
Panchyat and there is no involvement of Gram Sabliais process. There is no clear policy for
the identification of BPL families and sometimekdaBPL cards are made by the bureaucrats by
involving the Sarpanches/ Panches .The bureaushatsid involve the GS in the selection of
BPL card and the list of the BPL families shoulddassed in the meetings of the GS.

 The PDS is not equipped with the proper storageteartsportation facilities. There are various
private agencies engaged in the process of tratasjpor. Besides, the FCI and SFCs do not have
proper storage facilities. The government shoutaiie transportation to depot holder for taking
ration from the district/ regional stores to theS8Pso that there can be check on the corrupt
practices while transportation. The state goverrirabauld construct more storage godowns with
the involvement of local bodies.

» It has been found in many states that ration card$eing mortgaged to ration shop owners and
the beneficiaries are not aware about their rights. suggested that there should clear cut policy
regarding ration cards. All card holders must beivated and should be made aware about their
rights. A penalty should be imposed on such ownérs are involved in such activities.

* In most of the states the FPSs are equipped withatvland rice items only. There is non
availability of other essential products on FPSsisl suggested that the dealers should be
encouraged to make their shop a multi-product swofhat the customers can be satisfied under a
single roof.

8. Conclusion
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To sum up, technical and policy reforms should be=.sBanking and Information Technologies should
permit governments to bring transparency and pa@al iapplications without extra expenses. In addit
computerization can help in modernizing the PDSnuimber of states are already innovating in PDS
execution, and improved performance can be seeorime cases. Although the introduction of modern
tools such as smart cards may not be a panaceallftine evils, it can solve many of the problems
particularly that of pilferage and spurious beriefies. They are like low hanging fruits which che
picked up easily.
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Table-1 Storage Capacity with FCI

Figures in Million Tonnes

Capacity 1st Apr. | 1st Apr. | 1st Apr. | 1st Apr. | 1st Apr. | 1st Apr. | 1st Apr. | 1st Apr.
2004 2005 2006 2007 2008 2009 2010 2011
Covered
Owned 12.82 12.91 12.93 12.94 12.95 12.97 12.97 12.99
Hired 10.8¢ 10.4¢ 09.9( 09.3¢ 08.71 10.1Z 12.8¢ 15.4¢
Total 23.67 23.37 22.83 22.28 21.66 23.09 25.86 428.
CAP ( Cover and Plinth)
Owned 2.21 2.25 2.21 2.29 2.20 2.17 2.51 2.62
Hired 1.36 0.41 0.51 0.63 0.03 0.02 0.47 0.54
Total 3.57 2.66 2.72 2.92 2.23 2.19 2.98 3.16
Grand 27.24 27.03 25.55 25.20 23.89 25.28 28.84 31.61
Total
Table-2 Wheat Procurement for Central Pool for Oast Years
WHEAT PROCUREMEMNT FOR CENTRAL POOL FOR LAST TEN YEARS (MARKETING SEASON WISE)
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