
A case for a revamped, need-based PDS

The recent Economic Survey has flagged the issue 
of the growing food subsidy bill in India. As per the 
government’s own admission the food subsidy bill is 
increasingly becoming unmanageably large.

National Food Security Act:

•The National Food Security Act (NFSA) came into 
force in July 2013.

•It extended entitlements of food grains to 
almost two-thirds of the country’s population.

•The law requires the authorities to provide 
to each beneficiary 5 kg of rice or wheat per 
month.

The withdrawal of food grains by States from the 
central pool under various schemes has increased over
the years.

•During the last three years, the quantity of 
food grains annually drawn by States has hovered 
around 60 million tonnes to 66 million tonnes. 

•However, by December 2020, the Centre set apart 
94.35 million tonnes to the States under different
schemes including the NFSA and additional 
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allocation, meant for distribution among the poor 
free of cost.

Concerns:

1. Rising food subsidy:

•Food subsidy has been on a perpetual growth 
trajectory.

•During 2016-17 to 2019-20, the subsidy amount,
clubbed with loans taken by the Food Corporation 
of India (FCI) under the National Small Savings 
Fund (NSSF) towards food subsidy, was in the range
of Rs. 1.65-lakh crore to Rs. 2.2-lakh crore. In 
future, the annual subsidy bill of the Centre is 
expected to be about Rs. 2.5-lakh crore.

•The COVID-19 pandemic has further expanded this 
with the revised estimate of the food subsidy 
pegged at about 23-lakh crore, excluding the ₹

extra-budgetary resource allocation of 84,636 ₹

crore.

2. Issue prices:

•Though the NFSA in 2013, envisaged a price 
revision after three years, the Central Issue 
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Price (CIP) has remained at Rs. 2 per kg for 
wheat and Rs. 3 per kg for rice for years now.

3. Political compulsions:

•It would be extremely difficult to reduce the 
economic cost of food management in view of 
rising commitment towards food security and the 
government’s reluctance to not disturb the NFSA 
norms or increase the prices owing to political 
compulsions.

4. Financial viability:

•The insistence of keeping the retail prices of 
food grains at fair price shops at the present low
levels, even after the passage of nearly 50 years 
and achieving substantial poverty reduction in the
country goes against the financial sustainability 
of the system.

•As per the Rangarajan group’s estimate in 2014, 
the share of people living below the poverty line
(BPL) in the 2011 population was 29.5% (about 36 
crore).

•The mere increase in the CIPs of rice and wheat 
without a corresponding rise in the issue prices 
by the State governments would only increase the
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burden of States, which are already reeling under
financial stress.

Way forward:

•PDS is a useful tool to counter the challenge of
extreme poverty and hunger and hence the 
dismantling of it is not a solution.

•Also, given the fact that the PDS system helps 
support the farmers through government 
procurement of their produce, it might not be 
advisable to replace the in-kind provision of food 
subsidy of the PDS system with Direct Benefit 
Transfer (DBT).

•The Centre should have a relook at the overall 
food subsidy system.

1. Revising NFSA coverage:

•The centre should revisit NFSA norms and 
coverage. The government could look at decreasing
the quantum of coverage under the law, from the 
present 67% to around 40%.

•For all ration cardholders drawing food grains, a
“give-up“ option, as done in the case of cooking 
gas cylinders, can be made available.
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•Though the States have been allowed to frame 
criteria for the identification of PHH cardholders, 
the Centre can play a critical role in nudging 
the states into pruning the number of 
beneficiaries under the NFSA system.

2. Relook at the pricing mechanism:

•With respect to the pricing mechanism, the 
existing arrangement of flat rates should be 
replaced with a slab system. Leaving the poor and 
needy sections, other beneficiaries can be made to 
pay a little more for a higher quantum of food 
grains.

Conclusion:

•A revamped, need-based PDS is required not just 
for cutting down the subsidy bill but also for 
reducing the scope for leakages. There should be a
political will to take the necessary steps.
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Centre allots 5 kg of grains free to poor

The Union government announced that 5 kg of 
foodgrains would be provided to 80 crore 
beneficiaries under the Pradhan Mantri Garib Kalyan
Anna Yojana (PMGKAY).

•The foodgrains will be allocated free-of-cost @
5 Kg per person per month to nearly 80 Crore 
beneficiaries covered under the National Food 
Security Act, 2013 (NFSA) over and above NFSA 
foodgrains.

•It would be on the same pattern as the earlier
PM-GKAY.

Pradhan Mantri Garib Kalyan Anna Yojana (PMGKAY):

•PMGKAY is a food security welfare scheme 
announced in March 2020, during the COVID-19 
pandemic.

•It is operated by the Department of Food and 
Public Distribution under the Ministry of 
Consumer Affairs, Food and Public Distribution.

•The scheme aims to feed the poorest citizens of
India by providing grain through the Public 
Distribution System, to all the priority 
households (ration cardholders and those 
identified by the Antyodaya Anna Yojana scheme).



procurement, which still covers only a very low
proportion of India’s crops, regions and farmers.

All the above reasons provide a strong case for 
state intervention in multiple agricultural 
markets.

India’s food security system

•The Food Corporation of India and the 
Agricultural Prices Commission (Commission for
Agricultural Costs and Prices, or CACP since 
1985) were set up in 1965.

•The idea was that as farm output rises with 
the Green Revolution, farmers are assured that 
their surplus would be bought by the government
at a price high enough to leave them a margin.

•The crops procured were then made available 
to consumers at subsidised rates through the 
Public Distribution System (PDS).

•Thus, government intervention protected farmers
during bumper crops and dipped into the buffer 
stock to protect consumers during droughts.

This is how India got its much-vaunted food 
security over the past several decades.



Way forward

•We need to expand the basket of public 
procurement to include more crops, more regions
and more farmers.

•Procurement must be local and follow the logic
of regional agro-ecology.

•The locally procured crops should then be 
incorporated into Anganwadi supplementary 
nutrition and school mid-day meal programmes.

•This would mean a large and steady market for
farmers, while also making a huge contribution 
to tackling India’s twin syndemic of 
malnutrition and diabetes.

•To incentivise farmers to make this change, 
governments must include them in procurement 
operations.

•Huge volumes of water could be saved if 
cropping patterns are diversified to include a 
variety of millets (rightly called ’nutri-
cereals’ now), pulses and oilseeds.

•Public investment in specific infrastructure 
required for millets and pulses, especially 
those grown through natural farming, would 
also help expand their cultivation.



•India has a network of 2,477 mandis and 4,843 
sub-mandis to safeguard farmers from 
exploitation by large retailers.

•This network needs to be greatly expanded as 
today, only 17% of farm produce passes through 
mandis. 

•To provide farmers access within a radius of 
five kilometres, India needs 42,000 mandis, which
are also in need of urgent reform.











Lessons from India’s food security response

-India has achieved self-sufficiency in food production.

• Record harvests over the last few years. 

• In 2020, India produced over 30 crore tonnes of 
cereals and had built up a food stock of 10 crore
tonnes. 

• India has also achieved record exports of rice and 
wheat in FY21.

-Issues

• Large degree of variability between the different 
regions as well as sections of the population when
it comes to nutritional security 

• The COVID-19 pandemic seems to have only 
exacerbated this nutritional insecurity.

-Impact of the COVID-19 pandemic:

•Disruptive impact on the food security of the poor
and marginalized sections.

•Escalation in global hunger in 2020.

•“The State of Food Security and Nutrition in the
World“ estimates that around a tenth of the 
global population  up to 81.1 crore persons  – –

were undernourished in 2020.
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-Governmental efforts:

• India’s Targeted Public Distribution System (TPDS)

◦ distribution of subsidized and free food grains 

• Increased the entitlements given to National Food
Safety Act (NFSA) beneficiaries in 2020 under the
Pradhan Mantri Garib Kalyan Anna Yojana (PMGKAY)

• Under the Atmanirbhar Bharat package, 8 crore 
migrants were provided 5 kg of foodgrains per 
month, free of cost.

• One Nation One Ration Card (ONORC) scheme will 
allow the beneficiaries to access their food 
entitlements from anywhere in the country. 

-Recommendations:

1. Supporting the vulnerable:

•Food support intervention should focus on at-risk 
groups, including PwDs, the elderly, single 
women-led households, transgender persons, HIV-
affected persons, displaced persons, refugees and 
orphan children. 
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2. Climate proofing agricultural sector:

• Eg : Use of efficient irrigation systems, and the 
promotion of crops as per the agro-climate zones.

3. Tackling food losses and wastage:

•A third of all food produced is wasted. 

•It also accounts for around 3.5 gigatonnes of the 
CO2 equivalent annual greenhouse gas emissions.
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