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The Public Distribution System Iin India

One of the largest food subsidy programmes in the world

Dates back to the food rationing of 1939 introduced by
the British government

Provides subsidized food grains to over 16 crore families
Network of more than 4.5 lakh shops across the country
Distributes food worth nearly Rs.24,000 crores

Provides subsidized food grains to over 16 crore of the
poorest families in India — dalits, tribals, urban poor...

Principal food safety net of the state in India



PDS: A Historical Overview

Key Milestones

e Rationing started in 1939 (in Bombay by the British Government)
e 1942 — Basic Principles of PDS laid down

* 1943 — Rationing in all urban centres (population more than 100,000
started)

1965 — Food Corporation of India and Agricultural Price Commission
started

e 1982 — Made part of the 20 Point Programme

e 1984 — Ministry of Food and Civil Supplies formed

o 1992 — Revamped Public Distribution System initiated
« 1997 — Targeted PDS introduced

« 2001 — PDS Control Order promulgated by the Gol



The rationale for the PDS

Despite excess stock in different periods of time in the
country chronic hunger persists with regular reports of
starvation deaths.

Estimates of poverty in India vary from from 37% to 70%.

Food and Agriculture Organisation of the UN estimates
(2002) that 233 million people in India are malnourished

National Nutrition Monitoring Bureau estimates
malnutrition in 48% of the population based on the Body
Mass Index.

The oldest food subsidy system in the country designed
to take food grains from food grain surplus states to food
grain deficit areas.



Calorie Deprivation by State (1999/2000)
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Calorie Intake of Bottom 30%6 population
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Food grain entitlement under the TPDS

For families living below the poverty line (BPL)
* Rice @Rs.5.65 per kg (35 kilos/ month) or
* Wheat @Rs.4.15 perkg (35 kilos/ month)

For Antodaya families
* Rice @Rs.3 per kg (35 kilos/ month) or
* Wheat @Rs.2 per kg (35 kilos/ month)

For Annapurna families
* Ten kgs of free food grains every month

For families living above the poverty line (APL)
* Rice @Rs.8.30 per kg
* Wheat @Rs.6.10 per kg

Other Commodities

« Sugar (Rs.13.50 per kg), Kerosene (approx Rs.13.50 / lit)

Note: Rice and Wheat prices are Central Issue Price



Sabotage of the PDS

Shifted from a Universal PDS to a “targeted” PDS In
1997 despite dramatic increase in procurement.

— International experience with targeting approach has been a
failure (Sri Lanka, Mexico, Jamaica...) .

— Exclusionary as large number of poor got left out leading to low
offtake post-1997.

— Made operations unviable at the level of a fair price shop

Privatization of fair price shops with allotment based
completely on political patronage.

Powerful millers and transport contractor lobbies exert
pressure on the system for illegal gratification.

Lack of political will on ensuring food security

High operational costs and corruption in the Food
Corporation of India



Sabotage of the PDS

|dentification of the Poor (BPL)
— Inclusion errors
— Exclusion errors
— Debates on poverty estimates

Other Issues
— Other issues
» Declining cereal consumption
» Food sovereignty issues and decentralization
 Inclusion of coarse grains and millets
Leakages and diversions
— Planning Commission Study Estimates (2005): Nearly 40%

— In 16 states out of 14.07 million tonnes from Central pool only 5.93 million tonnes
was delivered to the poor .

— 5.12 million leaked out of supply chain (FCI godown to retail outlet)
— 3.02 million delivered to unintended beneficiaries.

— For every kilo of grain that reached the poor, Gol released 2.4 kilos
— Out of the 7258 crores of Central subsidy 4197 crores leaked out



Problems with targeting using a BPL criteria

Foodgrains are allotted to states based on Planning Commission
(1993-94) estimates on the percentage of poor inea ch state which
forms the is the upper limit for BPL identification In most states.

This stands at 36% (all India) and is proposed that it be reduced to
26% based on the latest NSS estimates.

State Governments design and use BPL “surveys” based on
household level questionnaires to identify the poor

However, these surveys have very high inclusion an d exclusion
errors and are flawed.

Incentive for inclusion in BPL list is not just the food subsidy but
many other subsidies (Housing — IAY, Medical / Educa tion facilities
etc.)

Significant numbers of non-eligible people get incl uded while
simultaneously large number of eligible people are left out.



Problems in the BPL Survey Methodology

Has many unverifiable indicators

Leaves out most vulnerable
| "#$1%# &!
Is not culture/ context sensitive
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Non-transparent “scoring” system minimizes the role of Gram Sabhas

No redressal or appeal mechanism
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National Rural Employment
Guarantee Scheme



National Rural Employment
Guarantee Act (2005)

e 100 days of employment to one adult
member of every rural household at
minimum wages.

 Employment to be provided on demand.

* Provision of unemployment allowance in
case Government is unable to provide
employment.



Objectives of NREGA

« Officially speaking, the objective of NREGA is “to enhance livelihood
security in rural areas by guaranteeing 100 days of guaranteed
wage employment to every household that is willing to work

* Its goals are (1) to provide strong safely net for the vulnerable
groups, (2) to empower rural poor through this rights-based act, (3)
to bring about governance reforms on the principles of transparency
and grass root democracy and (4) to strengthen the natural resource
base of rural livelihood and create durable assets in rural areas (“to
promote growth engine for sustainable development of our
agricultural economy and to address chronic poverty emanating
from droughts, deforestation and soil erosion”)

(Ministry of Rural Development, 2008).



NREGS

NREGS is not a small poverty alleviation
programme or a mere safety net

It has acquired a size that is relevant at
the macro level

NREGS is not only for the poor at the
bottom, many more are willing to take it up

NREGS is also large in terms of content
and coverage to influence the mainstream
economy



Goals of NREGS

Empowerment Goals: Goals that guarantee some basic entitlements
(i.e. work on demand, payment of legal minimum wages, timely
payment of wages, unemployment allowance and worksite facilities)
and empower people also through governance reforms in the grass
root democracy and

Goals related to asset generation to enhance rural livelihoods and
rural development (agricultural growth, diversification of primary
sector as well as rural economy)

Second type of goals have received less attention, with the result
that selection and planning of assets, maintenance of assets,
ownership of assets and ensuring productive use of assets,
distribution of the gains from assets etc have received only a limited
attention
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Share of SCs/STs in NREGA (%)

2007-08
80 1 75
af A
m - 45
6 - 57 56 SR 57
o N g
a1
40 - I Y
30 A
20 -
1 -
U | — | — 1 — 1 | I = | — I = I = | — I = I =
S S . S . I R T R Y S R R S
: 'b@ ¢? vooE @ "bb o 0 & & ? e A & I
NN ot 3 W & T PN R R G S
¢ & & & &4 & & s e o
Tﬁfb ) A -é@ o ‘56? -&’P S:\(b Gé' ;p'“}
& ¥ &
‘é\ 3"&




90
80
70
60
50
40
30
20
10

3 79

Per cent of women workers in NREGA
2007-08]

¥ M p 77 17

31 3 )7

26
16 16

85

29 53

42







Social Audit



