Draft Inputs for the PDS Background Note 

Manas, Rajasthan

In the first week of January this year the Union Cabinet took a decision to drastically reduce people’s entitlements to grain through the public distribution system. Activists of the NFIW agitating against this decision suffered wanton violence in the hands of the Delhi Police. The Right to Food Campaign came out with a timely Press Statement condemning the reduction in PDS entitlements as well as the violence against the NFIW demonstrators. The implementation of this decision was later put in abeyance due to public pressure and pressure from the Left Parties within the UPA. But it is merely a decision put in abeyance and the Government is yet to go back fully on its decision and retract it. The press too has not been sufficiently critical of this decision. In fact some newspapers actually welcomed the decision. Sitting in a village in Orissa, one of the most food  scarce states of the country, I actually read an editorial in a leading Oriya daily eulogising the economic wisdom inherent in this decision.

The decision to reduce entitlements under PDS is not the only way the Government is trying to reduce people’s entitlements under the PDS. The Finance Minister had earlier declared his intention to experiment with a Food Stamps system. If successful, from the perspective of the Finance Minister and not from that of the poor, this could mean the end of the Public Distribution system in India. Similar misadventures have already been carried out in various poor countries with disastrous impact on the food security of the poor. In neighbouring Srilanka, once home to one of the best PDS in the region and a surprisingly high quality of life given the low per capita income, a change over to the Food Stamps system increased hunger among the poor manifold. Through unnecessary and hugely subsidised exports the Government has also made a sever dent on the buffer stock position with stocks now running below the buffer requirements. The changeover from the Universal PDS to the Targeted PDS itself was tantamount to a large-scale reduction in the entitlements under the Public Distribution system. This has been sabotaged further through engineering lower and lower poverty estimates and enforcing these upon the states. From all this action it is quite obvious that the government is bent upon destroying or drastically curtailing the Public distribution System. This would have massive impact on the food security of this country. Concerted opposition to these ploys of the government is imperative if we want to protect the PDS and ensure the Food Security of the people.

The provision of grain to the people through the PDS plays a large role in ensuring food security of the people, especially that of the poorest. It also creates demand for the grain produced by the farmers through ensuring government procurement through the MSP mechanism. By making available a cheap source of food it also prevents large price rises in the retail prices of grain sold by private merchants. The attack on the PDS will not only result in lower food availability to the poor from the PDS itself, it will also lead to large scale price rise in the retail prices of grain in the open market. It is likely to have a negative impact on the MSP procurement and thus reduce farm incomes through fall in farm gate prices of grain. The only group to be benefited through this process would be the large business houses that are entering the grain market at both the ends of procurement from farmers and retail sale to consumers. It is not surprising that the attack on the PDS is couple with a corresponding attack on the grain procurement system with the privatisation of agricultural market yards (Mandis). 

What are the reasons behind the government’s eagerness to reduce entitlements under the PDS? Is it because there are very few poor left in this country? Is it because poor people in this country now have more food? Is it because the grain quotas under the PDS are too high at present? 

The Government has been claiming that the number of poor in the country has drastically come down. The 2002 BPL Census came up with an intended target to select only 26% of the people as under BPL. Deciding the number of poor even before initiating the identification process itself could be termed somewhat ridiculous. Even if we accept that the use of some kind of Poverty Quotas based on NSSO data, be used for identification of poor families, the use of these poverty quotas for identifying intended beneficiaries of the PDS programme may not be appropriate. One of the major objectives of a PDS is to ensure that people who are not able to buy adequate food from the market are able to get it at a subsidised price from the PDS. Who are the people not getting adequate food? 

The government and those who advocate for a reduction in the PDS entitlements, claim that people are consuming less grains as they are moving to other foods with increase in their income. This implies that actual grain deficits are faced only up to that level of income at which the per capita consumption of cereals starts declining. The following table depicts data from the last major round of the NSSO (60th Round).

	RURAL
	URBAN

	
	Cereal Consumption

KG Per Capita Per Month
	
	Cereal Consumption

KG Per Capita Per Month

	MPCE
	Rice
	Wheat
	Other
	Total
	MPCE
	Rice
	Wheat
	Other
	Total

	0-225
	6.04
	1.88
	1.22
	9.12
	0-300
	3.49
	3.15
	1.02
	7.66

	225-255
	6.66
	2.57
	1.19
	10.42
	300-350
	4.57
	3.27
	0.98
	8.83

	255-300
	7.39
	2.83
	1.16
	11.38
	350-425
	5.4
	3.76
	0.93
	10.1

	300-340
	6.51
	3.75
	1.66
	11.92
	425-500
	4.25
	4.95
	0.44
	9.63

	340-380
	6.71
	3.86
	1.7
	12.27
	500-575
	4.59
	4.76
	0.8
	10.16

	380-420
	6.68
	3.77
	1.63
	12.08
	575-665
	5.35
	4.73
	0.48
	10.55

	420-470
	6.82
	4.14
	1.47
	12.44
	665-775
	4.91
	4.87
	0.42
	10.19

	470-525
	6.9
	4.58
	1.38
	12.86
	775-915
	4.64
	5.21
	0.59
	10.44

	525-615
	6.75
	4.67
	1.32
	12.74
	915-1120
	4.85
	5.05
	0.39
	10.29

	615-775
	6.87
	4.66
	1.29
	12.82
	1120-1500
	5.1
	4.51
	0.33
	9.94

	775-950
	7.07
	4.89
	1.26
	13.21
	1500-1925
	4.9
	4.72
	0.23
	9.85

	950-more
	6.78
	5.93
	0.78
	13.5
	1925-more
	5.14
	4.57
	0.18
	9.89

	All
	6.8
	4.25
	1.36
	12.42
	all
	4.88
	4.67
	0.49
	10.03


It is obvious from the table that the per capita cereal consumption in rural areas keeps increasing all the way to the highest income bracket. Similarly in urban areas the per capita cereal consumption starts declining only above the MPCE bracket of 915 rupees per capita per month. More important to note is the fact that given the heavy dependence on cereal rich diets the average cereal intake is much below the required amount. As per Minimum Nutrition standards set by the Planning Commission in 1979, per capita calorie requirement in rural areas is 2435 Kilo Calories per day. If we add up the calorific value of all food items consumed by an individual, the minimum calorie requirement is not satisfied even for the households in the second highest consumption category. Households up to the fifth highest income category, comprising 54% of the total households, had a calorie deficit of 25% or more with the lowest category having a deficit of 60%.    

In the above context, the per capita grain allocation under the PDS is abysmally low. Among the poorest families with Household Sizes above 6, the monthly grain quota translates to less than 6 kilos per person per month, less than 50% of the current low consumption levels of poor families. It is from this perspective that the recent cabinet decision to reduce grain entitlements under the Public Distribution system must be viewed. Since the off-take is lower than even these low allocations the first priority of the government must be to make grain more accessible to the food deficit households through improving delivery mechanism and reducing prices, especially for the APL families. 

Any discussion on the PDS would be incomplete without discussing the long running debate on the desirability of a Universal PDS vis-à-vis a Targeted PDS. A reading of the data from the NSSO brings out very clearly that the current targets for BPL identification do not reflect the true state of nutritional deficit in the country. While the official poverty line in rural areas was announced as 327.6 rupees in 2002, the data from the 60th round show that HHs much higher in the consumption scale also live on less than minimum calorie requirements. As per the 60th round HHs with an average income of 347.50 rupees were short of the minimum calorie requirements by more than 10%. A poverty line more representative of the status of hunger could have 70% to 80% of the total rural population beneath it. Even if we did come to an agreement on the need for a Targeted PDS with subsidised food only to those under the Poverty Line, it would mean that such a system must cover a much larger number than at present. A true reflection of poverty in the poverty estimates of the government can also make it possible to have a better poverty identification process that is based on the excluding those people who are obviously non-poor.

On the other hand, the case for Universalisation becomes stronger as the number of those under BPL becomes larger as the cost of the selection process and the inefficiencies leading to possible exclusion of the real poor becomes overwhelming in relation to the possible savings from excluding the non-poor. Apart from this economic aspect there are also the larger issues of what a process of poverty identification does to the grassroots level unity among the poor and their ability to influence political processes. A discussion on the adoption of Universal PDS would of course have to contend with what its impact would be on the subsidy levels available to the poor families and especially those in the Antyoday category.  

One ostensible reason given by the government for its need to reduce the quotas, and increase the prices, under the PDS, is to reduce the burgeoning food subsidy. It would be useful to see why the food subsidy has grown so large. 

Between 2001-02 and 2004-05, the procurement prices of rice (paddy) and wheat increased by 5.7% and 3.3% respectively. The procurement incidentals for rice actually went down by 69% and that of wheat went up by 14%. In all this would translate to a reduction of about 25% in procurement incidentals. If we take both MSP and Procurement incidental together, there has not been any increase in procurement costs. On the other hand the distribution cost has gone up by 123% for Rice and 79% for wheat. The increase in food subsidy can be attributed essentially to this massive rise in distribution costs. When the government seeks to increase grain prices under PDS or decreases monthly entitlements, its trying to make the consumers pay for its own inefficiencies.

The total grain procurement for the central pool has stagnated or declined in the last few years. While there has been some increase in rice procurement, the procurement of wheat has gone down substantially. Overall procurement of rice and wheat, which was 42.8 million tonnes in 2001-2002 has come down to 41.5 million tonnes in 2004-05 with still lower procurements of 35.5 and 38.6 million tonnes in the years 2002-03 and 2003-04 respectively. In many Mandis
 over thje country the most of the cereal arrivals were sold below the MSP, indicating the failure of the procurement system to provide a secure price to farmers. Given this state of affairs the MSP based procurement system needs to be increased rather than decreased. A weakening of the PDS will only further weaken the MSP based procurement system.

� Information as on 24th Jan 2006 from agmarket.nic.in. See Annexure 1 





