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Conference and guide its deliberations.
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PROCEEDINGS OF THE TWENTY-FIFTH ANNUAL
CONFERENCE OF MEMBERS

(November 1, 1981)

The twenty-fifth annual conference of the members of the
Indian Institute of Public Administration was held in New
Delhi on November 1, 1981. The subject for discussion at
the conference was ‘‘Public Distribution of Essential Commo-
dities in India : Objectives, Policies and Implementation™.

The conference was attended by one hundred and forty-
five members of the Institute. Prof. M. V. Mathur presided
over the conference in the morning session and Shri A.
Majumdar, Secretary of the Department of Civil Supplies,
Ministry of Civil Supplies, Government of India, in the
afternoon session. Prof, Kamta Prasad faculty member of
the Institute, had prepared the theme paper. In addition to
the theme paper, 28 other papers on the theme were sub-
mitted, Besides, the reading material received from different
agencies of central/state governments was also circulated.

P. R. DUBHASHI (DIRECTOR)

Friends, 1 heartily welcome you to this twenty-fifth
annual conference of the members of the Indian Tnstitute
of Public Administration. We celebrated the Silver Jubilee
of the Institute two years ago but I realise that so far as the
annual conference is concerned, this happens to be ils
silver jubilee year.

The subject of Public Distribution of Essential Commodi-
ties that has been chosen for the Annual Conference this
year is of extreme importance to the well being of the com-
mon citizens of this country. And in the context of shortages
of various essential commodities and of the inflationary
spiral that is operating in our economy for the last several
years it has become extremely important to ensure a regular
supply of essential commodities to the common man, 1In our
country this ought to be done through a system of public
distribution. Now to what extent this system of public distri-
bution has been effective in realising its objectives is a matier
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of very great importance for our country. The subject has

received a fairly good response from our members and I
believe as many as 27 papers have been already received.
Some of the papers were received much after the time indi-
cated and it was difficult to get them circulated but we have
made every attempt to make these papers available. Besides,
we invited some of the state governments and agencies like
the National Cooperative Development Corporation which is
responsible for the distribution of essential commodities in
rural areas to supply us marterial and I am really very glad
that the National Cooperative Development Corporation has
responded and material has been placed at the disposal of

members. I especially requested Shri Arvind Majumdar,

Secretary of the Department of Civil Supplies in the
Ministry of Civil Supplies, Government of India who has been
handling public distribution system and policies connected
therewith with the Government of India for several years, to
be present and ['am happy to know that he is also with us

this morning.
1 am very glad that Prof. M. V. Mathur a distinguished

member of the Indian Institute of Public Administration
and one of the Vice Presidents of our Institute has kindly
agreed to take the Chair for the first session. I would now
request him to begin the conference with his opening
remarks. After his opening remarks there will be a presen-
tation of the theme paper by one of our faculty member,
Prof. Kamta Prasad who, not only has prepared the paper but
has also made an analysis of the issue involved and has
attempted some kind of classification of the papers received.

Yesterday in the course of the discussion at the annual
general body meeting some members felt the need for
organising the conference in a more effective way. As I had
said one of the way was t0 discuss the subject in groups each
dealing with a particular aspect and try to arrive at some
kind of a consensus on conclusions emerging out of the
conference. [ do hope that we will be successful in organis-
ing the confeience of today in a more systematic manner as
desired by our members.

1 would now request the Chairman of this session of the
conference, Prof. M.V, Mathur, to give his opening remarks
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and start the discussion of the conference.
18T SESSION
M. V. MATHUR

Mr. Director, Prof. Kamta Prasad and Friends : It is an
honour to preside over the opening session of this confe-
rence. I would not like to take too much of your time in
making my own opening remarks but I should certainly like
to comment on one aspect because as the Director has very
ngh_tiy pointed out this happens to be a Silver Jubilee
session c:f the conference and as a Silver Jubilee session, 1
would like to make one or two observations for your con.si-
deration _I:LO_t only necessarily for today’s discussion but also
for organising the conference in future. [ am actually linkin
these observations with reference to certain observations
made by our distinguished members last evening, It wa:
brought.to our notice that there are cerfain import.ant issues
or burning issues to which the members of the Institute
should devote their attention. My suggestion would be, that
apart from a theme—a major theme which is selected l;)f th
executive council for discussion, the branches, the membe :
themse}ves could identify and my own sugges,tion would b:s
tb-];[n DlreFt01:, that if you think it proper, we could request’
em to indicate to you before they depart today of the
tl"wmes‘ they consider to be very important for purposes of
(?Iscusmon t?y the institute. In that case you will help this
wn_f‘erenoe in selecting the theme. The regional branches
or |1: some cases if they happen to be local branches could
.E: o;ut some of these themes before they come for this
W‘nua t{nnffarenoe. They could have their own discussion
nose highlights could be presented in a properly organised
sl;isds.mn]nft‘this a;.nnual conference of the membersgo[}::le
ndian Ins itute of Public Administration. This is
tion which I wish to place before o
ans;ngfout of the Silver Jubilee asypt:itfg:' t)lr::: I;Df:}gigir:hnn
conc‘:m‘:; a: ;:;I ;n?:];:lb;ciheg:e_t ‘:';r our discussion today is
on , ¥ ¢ Distribution of i
dities—Objectives, Policies and lm|:»1ementela.it!;!T(;enry?,i"li dcizn.[ﬁ\?e-
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occasion to go through the paper which Prof. Kamta Prasad
has very kindly prepared. It was possible for me to have a
quick look at the papers which have been circulated earlier.
1 find that our members are certainly very enthusiastic since
we have been told that even papers were received till late last
night and efforts have been made to place them for your
consideration.

This theme itself is very important one, a very topical one
and if you look at it from the aspect of public distribution
which would certainly imply both its economics and its
effectiveness, one would see that we shall see a great deal of
silver lining yet in our system, and it is from this point of
view that the discussion by very well informed members of
IIPA could be very helpful and therefore at this juncture 1
can only draw your attention to its importance and if possi-
ble before this Session concludes I shall say a few words
after Prof. Kamta Prasad has highlighted its major theme.
And, therefore, may I now on behalf of all of you request

Prof. Kamta Prasad to come and present the major theme
paper and introduce the theme to the conference.

KAMTA PRASAD

Mr, Chairman, Sir, Distingnished Members of the Indian
Institute of Public Administration, Ladies and Gentlemen : It
is my privilege that I have been given this opportunity to
initiate discussion on this topic of burning importance for the
welfare of our teeming millions, before this august gathering
of eminent intellectuals, distinguished administrators and
experts in different disciplines. The public distribution system
has been with us for the last 40 years when it was incroduced
during the world war II period and since then the system
has continued more or less though there have been attempts

made from time to time to do away with it. There are a.

number of issues which arise when we try tlo look at the
system during the last 40 years especially in its present form.
These issues and viewpoints have been contained in my theme
paper which I shall assume as read since it has already been
circulated. 1 may use some of the information and data
given to them. Whai [ am going to do is to highlight
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certain issues which should be taken up for discussion so
that the discussion that follows becomes more meaningful and
we are able to formulate certain policy recommendations
which we may send to the government for their due conside-
ration. I have circulated a two page note, Issues for Discus-
sion. That would form the basis of my lecture today.

Issues for Discussion

Now while formulating these issues I have also taken
into account some of the issues which have been thrown in
the papers submitted by other members to the conference
and classified them and analysed them.

First, we come to the needs and objectives of the system.
As we know, the system has two clear-cut objectives: One with
regard to availability of essential commodities especially to
the more vulnerable section of the society and the other
th?ugh not so clearly pronounced about the stability of
prices.

1 would take up the second objective first. So far as the
stability of prices over long run is concerned, it cannot be
ensured by public distribution in an inflationary situation.
If the cost of cultivation goes up, suppory/procurement prices
for agricultural product will go up unless government is
prepared to subsidise to a massive extent and increasing
extent, issue prices are bound to go up. Maybe there will
be a lag between open market and issue prices. But this will
be a constant factor. The issue prices will also be following

“an upward trend and this has been the experience so far des-

pite subsidy and despite efforts to maintain price stability.
Moreover our knowledge of the price behaviour, as to what
level of intervention is needed to stabilise prices has been
very limited so far. In the absence of that, it is not possible
for the government or anybody to specify a particular
quantity which can bring about the stability in the open mar-
ket price. The objective has been to make available quantities
of specific commodities at reasonable prices which should be
lower than the market prices and sometimes even lower than
the cost of acquisition by the government itself, The rest is
accounted for by subsidy. I, therefore, concentrate primarily
on the other objective of making goods available o the
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Cereals, specially rice and wheat have been the mainstay
of our public distribution system for the last 40 years, other
commodities have very marginal significance. In the case of
cereals, we find that quite often not more than 10 million
tonnes of cereals have been supplied through PDS for the
fast several years. There are reasons why their quantity is
around this figure during this period despite the need for
more. According to an estimate made by Gulati and Krishnan
the requirements should be 25 million tonnes if you want
cereals to be supplied to the rural poor also. The National
Commission on Agriculture had arrived at a figure of 12
million tonnes in 1975 which was based ona little modi-
fication of the existing system whereby urban centres are
covered. Should the requirements be served by 10 million

tonnes of foodgrains or should it be more? Ten million tonnes -

constitutes about 10 per cent of our total cereal require-
ments. Should public distribution cater to 10 per cent of
the requirements or more? Ten per cent certainly is going to
provide only a small cover so far as the country is concern-
ed. As has been shown in my paper, the amount gets
exhausted in meeting the requirements of metropolitan
places like Delhi, Bombay, Calcutta and states like Kerala,
Maharashtra and West Bengal. The rest of the country
does not get much of the supplies from the public distri-
bution system. Therefore, the issues posed are :

What should be the quantity of foodgrains and other
items to be supplied through the PDS? How to
determine it?
Does the PDS serve the interest of the most vulnerable
section such as people below the poverty line as it
claims to do?

Now my submission is that it does not. The bulk of the
poor in the rural areas are not covered by it. Secondly, the
supply gets exhausted in the better off areas. Coarse grains
required by poor people are not supplied through fair price
shops. The daily wage earners like to buy a commodity
on a daily basis whereas fair price shops sell on fort-
nightly basis. The daily wage earners could like to go to
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private traders for several reasons which I have listed in
the paper. If the public distribution system does not serve
the interests of the poor people, then the issue that I am

posing is !

How far is it justified to subsidise it at the cost of
those comparatively more vulnerable section having no
access to it?

The public distribution is a subsidised system. The
subsidy is running into Rs. 600 crores a year. How far it is
legitimate to subsidise the system when it does not serve the
interest of the poorest of the poor?

Why the system is not expanding, but stagnating at
around 10 million tonnes is because of the difficulty of mak-
ing adequate procurement. Where do you get the grain
from? How to procure? The basic objection raised against
Mohan Dharia’s scheme of production cum distribution
relates to feasibility of procuring the needed quantities. In-
clusion of other commodities amounts to spreading the net
too wide. How to ensure that the government is in a position
to get supplies. The difficulties of procurement in the case
of foodgrains for which we have experience during the last
15-20 years are there. Different systems of procurement
have been worked out. For example levy on the producers:
levy on the miller and/or trader; purchase by exercise of the
right of pre-emption or monopoly procurement cum trading
by the government which had been experimented for a brief
period in the year 1973. We have tried different methods
but we have not succeeded in procuring a sizable amount.

Several issues arise with regard to the question of pro-
curement which is the most important aspect related to the
public distribution system. These are as below :

Is it feasible to procure sufficient quantities of items for
feeding an expanded PDS under the present political
system ? If so, what measures can be adopted for the
purpose? Is it possible to avoid compulsion?

How government can manage PDS efficiently without
having control over adequate supply and means of




10

production? In what cases/circumstances PDS requires
production under public sector?

If substantial expansion in procurement does not take
place, and reliance on imports is avoided, then how can
one enable the PDS to reach the hitherto neglected but
more vulnerable sections of population such as the rural
poor? What changes in policy are needed for this pur-
pose?

As I see, on this as on others, there is a conflict between
administrative convenience and social justice. Administra-
tive convenience is always in favour of maintaining the
status quo whereas if we maintain status quo the objective of

social justice is lost. If we go in for social justice, we have .

to include the poorer section within the pu ryiew of the public
distribution system. One way to do this is to cover the whole
country so that the poorest of the poor is automatically
covered, If we do that, then we require a sizahle amount
of procurement which does not seem to be feasible under the
present political system. The other thing to do is to restrict
the PDS only to the poorer section which means a re-orienta-
tion of the present system. This is not easy as it would imply
a departure from the established set-up which we have been
maintaining for the last 40 years.

The last four or five issues relate to some of the basic
administrative problems at the micro level. Assuming that the

system continues without changing the coverage, or the
overall framework, what problems do arise? Are we doing
our work efficiently and economically, to the satisfaction of
our consumers? This is the next set of issues that we have.
With regard to the working of the PDS the most frequent
complaint that is received is that supplies do'not become
available in time. The shop owners ean always say they
went to the ECI depot to get their supplies but came back
disappointed; customers go to their ration shop; they in turn
go back disappointed. This problem has been posed by
several paper writers. A basic issue is how to avoid erratic
supply from the central pool? One of the basic reason is
that the public distribution system is optional in character:
it is based on informal rationing. It is a disequilibrium

-

11

system. At the time of scarcity the demand on the public
distribution system increases, At the same time prices in
the open market rule high, which make farmers reluctant to
sell to the government. As a result, procurement declines,
and so does the supply available with the PDS, resulting in
excess demand. On the other hand, when there is abundance,
open market prices come down. Demand on the public
distribution system decreases and supply increases because
farmers are willing to sell to the government at the support
price or procurement price.

It can and now it has of course been made less of a
disequilibrium system because of the operation of buffer
stock. The need for buffer stocks in our countiy has been
emphasised since long and yet becouse of administrative,
financial and other reasons it could not be possible for the
government to create buffer stocks. Buffer stocks are main-
tained from one year to another for tiding over the problem
of excess demand and excess supply. You build up your
stocks with excess supply: you draw from it in the year of
excess demand. Late in 1975-76 when there was a bumper
crop, the government went in for sizable amount of buffer
stock and since 1975 we have a reasonably comfortable
buffer stock. We are not sure whether stocks are optimal.
Questions like the following, therefore, need to be taken
up for discussion :

What are the administrative, financial and other implica-
tions of having a buffer stock? How to fix its optimum
quantity? What should be the policy towards warehous-
ing and movement of stock? Are the present transporta-
tion arrangements satisfactory?

We will be able to supply items at reasonable prices to
consumers only when handling charges are within reasona-
!:]c bounds. In my paper, I have given some evidence which
indicates that handling charges are high. More evidence is
needed, Hence I pose the question whether there is any scope
for reducing handling charges of FCI and other public

sector agencies involved in the PDS.
may be suggested for the purpose?

If so whai measures.
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Then T come to issues related to malpractices and corrup-
tlon at the shop level which have been dealt with by large
number of paper writers, How to deal with them? What
measures to adopt so that in future becuuse of the policy

dati some imp takes place? One
alternative is to entrust the work to the cooperatives in place
of fair price shops. But from the field data, we have seen
that cooperatives are no better off. In the case of Gujarat,
Bilar and other states we find that instances of cooperatives
indulging in blackmarketing and malpractices are as frequent
usin the case of fair price shops. Moreover, politicians
in our country some of whom are associated with corruption
are very much in the cooperatives, Giving it to the coopera-
tives is not in any way going to solve the problem.

Another method is to adopt legal measures like put-
tng the offenders behind the bars, imposing fines, ete.
Legal measures may help in the short run but not in the
long run. Lawyers will find loopholes to take care of
the law. When I analyse corruption, 1 find that it has
ree busic necessary ingredients @ (1) Scarcity, (if) Secrecy,
(iif) Subsidy, We cannot do without scarcity and
subsidy in the PDS. However, we cun take care of secrecy.
There §s an undue amount of secrecy In the government
functioning. 1 am not for keeping everything open but
there is 100 much secrecy. Information about stocks avail-
able should be made available to the village or concerned
ward in a lown or city. Letit be known to all the con-
cerned people through appropriate media, This will provide
deterrent io corruption, The fallowing are, therefore, some
of the issues that arise in this connection :

How to take care of several malpractices and corrupion
‘which prevail at the shop level? Can replacing private
wraders by cooperatives provide any solution? Can it be
tuckled by adopting punitive measures? Will publicising
the availubility of stocks be of any use? '
What about populur participation and control by local
nwhﬂgﬁﬂ Will the Involvement of voluniary agencles be
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Now this (1.2, local committees) again has been tried in
several states, The moment power is given to u small group,
that group has been seen ta become corrupt. Loeal commit-
tes e being tried In some states. 1 am sceptical of sucoess.
A busie issue that arises here is how far it is possible to have
public distribution system free from corruption in a society
which is itself corrupt? -

" Let us, therefore, be not very optimistic, As there Is very
Jiftle time, I would like to conclude by posing two mere
{ssues. What changes in distribution ‘are needed i public
distribution system is to serve the imerests of the poor?
‘Should there be separate fuie price shops for the daily wage
orkers, landless labourers and the other poorest section of
ety with a different set of norms and administrative
 procedures? o i

" How farls it advantagecus to combine fair price shops
and dgencies supplying fertiliser, improved seeds and pesti-
cides in rural areas? Y2y e
1 feel that the important issues thut should demund our
attention have already been poscd, 1 you tackle these fssues

id give some supgestions we will have done our job, My
will be, not (o ga through the history of the PDS.

“more or less known, let us also not §
explaining the problems; let us concenirate.

M, V. MATHUR

~ Thank you very much Prof. Kamta Prasad for very ably
highlighting the various issues which will need the atiention
of the members of the conference. I do not know
be able to huve tentative answers to the
refore one of the considerutions which I
the objective which the Dir
remark is to be met — he said as a result of
i crtain suggesions would =
rwarding to the government for their
 sure before forwarding them for con
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we would be sure of facts and figures and the recommenda-
tions which we make and therefore il all that is not possible
Ey \;he end of‘ti_:day's session, then there should be a follow
P by a group in this i i
AL sen[; o Institute. We shall certainly do that
P_rof. Kamta Prasad has very rightly highlighted a few
queries and il the figures are to be believed then our attempt
is to cover‘thc 61 crores of our population within this net-
work. It is a very large figure, Then the minimum supply
of these essential commodities is far off. That is our attempt
to be met either through cooperatives, government-owned
shops or licensed fair price shops. If the consensus of the
members of this conference is coming immediately, then it is
a very very ambitious scheme. Perhaps in our view, in very
many of our areas so far as the objectives are concerned, we
!:Iay like giants but when it comes to im plcmentatinL it
is actually nil. What we do is nowhere near to wh.at we
plan. This takes away people’s faith. We should attempt a
sys'tem so that we shall be able to carry it out in a rea-sonably
satisfactory fashion. It appears to me that in the rural
areas, the basic supply of these essential commodities to non-
prcd_ucars is assumed on account of our age old system of
making payment not in rupees but in kind, We find the
barter system has been effective by and large. But I think
the 'basic problem arises on account of the fact that in our
society where production is not enough and where distribu-
tion of income is so uneven, how do we ensure that the basic
minimum supplies of essential commodities are made
available to the 61 crores of people. This is really a compli-
cated question which we shall have to tackle and whether
through the existing system or alternative system and it is on
this that the Institute after it has done some basic work
should be able to offer suggestions to the government.

Friends, | am thankful to the Director for asking me to
chair this session. [ am going to make un announcement
regarding a very happy Coffee Break after which we will
request Shri Majumdar, Secretary of the Civil Supplies
Department who has to wrestle with the problem to come
and take the chair.
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2ND SESSION

A, MAJUMDAR

I thank the Director of the IIPA for giving me this
opportunity to be present in the twenty-fifth annual

conference where a very important policy regarding the

public distribution system—what is popularly known as PDS
—is being discussed. It is also very gratifying to note that a
large number of papers have been received on this subject
covering various aspects.

Prof. Kamta Prasad has summarised the list of issues
which are supposed to be considered. From . the list I find
that he has virtually covered all the different aspects of the
functioning of the PDS. T do not know whether it would be
possible for the conference to consider in depth all the
issues. But hevertheless whatever important views or obser-
vations are made would undoubtedly be very useful in getting
an enlightened public opinion on a system of distribution
which has been in existence for more than four decades.

Prof, Mathur has very rightly commented on the over
ambitiousness nature of the scheme in that it proposes to
have a population coverage of about 61 crores. I think this
impression he has derived from the statement which is usual-
ly circulated about the total number of fair price shopsin
the country—statewise giving a column ‘Population Cover-
age’. The whole idea of populdtion coverage—that particu-
lar column has been to demonstrate for what population you
have a shop. This is with reference to basically the spatial
availability of shops with reference to population. Generally
speaking it has been the decision that for every 2000 people,
roughly there should be a fair price shop.

Now coming back to government’s claim which I do
not think government has ever claimed—that it is going to
supply essential commodities fo all the 61 crores of the popu-
lation which in terms of comprehensiveness and administra-
tive management would be, I agreg, a very very difficult task
for infrastructural facilities and other systems of distribution
will have to be geared. :

I would like to make another comment before I go into
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individual issues. Very briefly a comment was made about
the introduction of palmolein. In deciding that it is a very
high cost luxury item and it is not an essential commodity
those who are aware of the edible oil situation in the country
may know that groundnut oil, mustard oil and sesaime oil
and a few other edible oils are in short supply today. These
oils cannot be procured from the domestic market. There-
fore, it has been the policy of the government to import oil.
Amongst the oils imported, palm oil which is popularly
known as palmolein and RBD palm oil are the two cheaper
varieties of oil generally acceptable to the consumers.
Palmolein is an oil which by look, taste and cooking point
of view is similar to refined groundnut oil. Therefore, there
is a very great demand for palmolein in Gujarat, Maha-
rashtra, Andhra Pradesh, Tamil Nadu and Kerala and other
groundnut consuming areas. In addition to palmolein for
states like West Bengal, Assam, Bihar, Eastern UP where
preference is for mustard oil, rapeseed oil which is the
nearest equivalent to mustard oil is being distributed. In
North India, Western U.P., Rajasthan, Delhi and a few other
places where there is demand for vanaspati, people are
accustomed to this as a cooking media. RBD palm oil
which again is by look, taste as well as from the cooking
point of view as effective as vanaspatiis being distributed.
Therefore, in distributing edible oil, what is being distributed
is common man’s cooking medium. It is not that something
expensive is being introduced.

After making these few observations which are mainly
in the nature of giving information to the members who
have taken all the trouble to discuss the public distribution
system, I may mention that puplic distribution system, as 1
recall Prof. Kamta Prasad has very rightly pointed out in
the beginning, has evolved over a period of time covering
30-40 years. Itis a system which no one has ona piece of
paper worked out over night what it has approved as a plan
document and started implementing it. All the essentials of
Indian economic management and mismanagement have
been reflected in the public distribution system as in any
other scheme of socio-economic relevance that has been
introduced in the country. Therefore, there is need to
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i is distributi m from the historical as well
mnmde{r?::; d::irliltm::l?nv?z\:r‘:e I agree the evaluation of_ its
?sn:tri':)l:ling. the extent to which it has be?n able to deliver
t;e goods to the consumers, a proper ap;_)ra.lsal of thc;:ir:;eol::
is necessary. But unfortunately so far, it is my :xp j stem.

erious objective study has been made abo}u the sy h.
rlla':csause all over the country if you go, you \._\u][ find tl%at tl e
people, the government institutions rg.sponSIble tf|'1c_|r 1‘1:1]];:; :];
menting the system, all have accepted ic as sv‘or:e_ 1|:1;rmE -
cannot be replaced. Therefore.. w!lsn‘we think in ed g
alternatives between a public dlstnbutlo_n syste_mh a; -
would be the alternative, the .on]y tl}mg. w]_uc ::e ki
periodically propounded is private dlstr!butlon s{ o
ageinst a public distribution system‘. Now if we n:_at %mim
distribution system as an alternative to pu'blic h_nahrl At
sysiem, [ am afraid the issue becomles something w ich ¢ s
Ih.e discussed in a conference of this type, .Bccanse in pri c
distribution system, the element of motivation fc‘rcc ;s p]‘l\; o
profit whereas in a public distributlm:l syfiterrl this elemen 3

fit perhaps may remain in the mstn.u.tl_onal set-up. as
p:zﬁt of the corporate community. Infimduals_ operating
gnd running the system have only one‘thmg t.u guide thet:nvs
service to the community. ]\!ow th{s service, as we ‘:ce
rightly been emphasising from time to ime should h:d a i:r o
in the sense as a business entcrpl“lse .render. e
consumers. Therefore, between gublrc distribution sys t'
and its alternative a private distribution ‘system. this parti-
cular debate which has been goinrg on in the country we

not discuss at this conference. T,
per?:P;Ti?nn an average if the foodgrain _prodnctmn is
reckoned to be about 100 million tonnes and if the 1.2.5 ;-;e;
cent seed and wastage is deducted, we al:e left with 8 -
million tonnes as the net available foodgrain. Out o!‘ t’hls
net available foodgrain, if you take away ab_out 10 ITIII]IO!;
tonnes of pulses, then you are left with 77.5 million tonnes o
cereals, Now as a percentage if you see out of this ?:LS
million tonnes of cereals the producers would be _rcckonm g
quite a sizable portion for their own cunsuml?tlon. 1f 50
per cent is retained on an average for the entire country,
then what we are left as market surplus would be around 37
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to 38 million tonnes of foodgrains. As against that in the
public trade they distribute anything between 10-14 million
tonnes depending on the situation. From the public point of
view I consider this to be a dominant market force which has
been able to create a very big moderating influence in the
open grain market. This is one of the things which needs to
be very carefully analysed. What I have stated is a very
general way, But this is an area where the dominant role of
the public distribution system in moderating the open market
prices for sales particularly has to be accepted as a very
major contribution. In the absence of public distribution
system of this magnitude, perhaps the open market price
over the years would have been more erratic and the consu-
mers would have suffered more by way of price rise.

Regarding the items to be covered under the public distri-
bution system as has been very rightly pointed out essentially
today cereals, sugar and edible oils are the three major items.
So far as cereals are concerned, it has been amply demonstra-
ted from expenditure surveys that an average Indian consu-
mer’s expenditure on food still continues to be a major item,
Therefore, necessarily in public distribution system, the item
of food that is cereals should have been prominant and in my
opinion this is a very right thing to do. That is to maximise
distribution of cereals through public distribution system.
At one stage an attempt was made to introduce pulses but it
was not possible because due to stagnancy in production
there is not enough scope for procurement and its distribu-
tion.

So far as the other items are concerned, again I would
point out that sugar which is a source of energy, and edible
oil which is another important ingredient in India have been
included. Cereals, sugar and edible oil continue and consti-
tute a major part of the dietary intake of an average Indian,
Based on these considerations the public distribution system
in India can be viewed as a means to support and supple-
ment to the extent possible the nutritional need of the
community.

Regarding the other items introduced, these have been
control cloth, soap, match boxes, ete., which are also items of
mass consumption. The whole idea in extending a few of these
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| onsumption is to make the fair pric.e shop
]tcﬂs:}n;]if::srl?;sii:b]e. Bput from our policy point of view we
;‘::re always emphasised that the _public qistribution system
commodity coverage should essentially be items of food, that
is cereals, sugar and edible oils; controlled clo‘lh to the extent
:::zan manufacture it would also be distributed through
ts.

thﬁl:::tffnc issue that has been raised. There is nosuch
thing as uniformity of commnditie‘s throughou_t ‘the cot}n;ryi
Barring these three or four essential commodities wplc

have just now mentioned the ftata: governments which are
implementing the public distribution system are free l.D
- clude any commodity they wish to include, For mst_ance,_ it
';:Ias been even suggested in many places that the fair price
shops would even sell some of the fami];r pIaru_'ling }tems. IF
certain inaccessible areas where there is a fair price shop it
could be permitted to sell postal stamps, money _order_forms
and things like that exercise books for school going 4:]'11!1:11‘31‘1i
The whole idea is that fair price shops should bec_ome a foca
point for the rural as well as as urban consumers where most
essential items of daily needs are available at reasonable

i roughout the year, d

pmi'?o:r I agsree that in fair price shops at the micro level
there are several problems of mnnagelmem. l\.Iow to see the
problem again I may bring to your notice that in thf countlry
today if you take all these items into account that is cereals,
edible oils and sugar, the total value of these commodities
would mean a total turnover of around 3000 to 4000 crores.
These 3000 to 4000 crores of turnover through these 300 retail
shops, procurement being done from another 6Dl?q to 7[?00
retail points, all over the country, some cOl‘I:IMOdIltles being
imported from abroad, some commodlltlea Ibemg hfted‘ from
factories and distributed to different destinations depending on
production and consumption pattern is the kind of t'aslc for
which by way of infrastructure, although a co_ns:darab_le
amount of stability and perfection has beer? act_ueved, still
there is need to further improve in this dn_'ectmn some of
these short supply items reported in the fair price shops. ]?ue
to failure of operational need, due to inhcr‘eut constraiu!s
in the infrastructure as well as other supporting system, this
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is an area where I think considerable amount of objective,
constructive and helpful sugestions to improve the distribu-
tion system is necessary. Now in the plan for the first time
Government of India has accepted it within the policy frame-
work as an essential feature of the economy. What does it
really mean? It means only one thing, public distribution
system which was being handled depending on supply
demand situation either with indifference or seriousness has
now to be treated like any other public welfare activity. If
we are supporting the public distribution system despite im-
perfection, we are not satisfied with the output or whatever
you add to input; if we are supporting the public health
system, which despite its many imperfections seems to be
accepted as a permanent government’s responsibility. It is
for the first time that the government has accepted public
distribution system also as a responsibility of the govern-
ment to ensure that people get essential commodities at a
reasonable price. Now naturally the question will be there.
To what extent this coverage could be and should be extend-
ed? Having accepted this responsibility, T may mention that
in addition to the national level organisations like the FCI
which is handling foadgrains, the State Trading Corporation
which is handling imported oil, then the National Consumer
Cooperative Federation which is handling controlled cloth:
there are 13 civil supply corporations which have been estab-
lished to take care of the distribution system within the
states, Now once this is done, the task or the programme
of the public distribution system has to be given the re-
quisite emphasis to deal with management problems. I may
mention government is fully aware of the imperfections at
the micro level and these problems have also been posed to
government at several conferences where discussions have
taken place with the officials of the state government. What
Prof. Kamta Prasad at the concluding stage mentioned was:
To what extent malpractices and the so-called corruption be
kept out when there is widespread corruption in the saciety at
large. This is an issue which I think has much broader and
much larger dimensions. This cannot be discussed here but
administratively whatever treatment could be exercised to
minimise that corruption through appropriate measures such
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ituti advisory committees by intensive inspec-
s::lﬁ::ﬁ;::-;tive level, by tightening the law relating t_c
ot of these various licences granted to tE}e f:;;
i being done and for this purpose in
E;tiieio:lh:g:'t i: r:ecessnfy is really strengthening of the supply
< setration in general all over the country.
adﬂ'lll':;sat;d::;nnel;dge for public distribution system has been
mphasised mainly on two considerations. _A large numbgr
ef People Jive below the poverty line which is 50 ?c‘r cent by
ohpPlanning Commission suffering from a nutritional gip
:vi:ich according to a certain estimme’should _be around .Zt,:;go
lories. So their present level of income is not pern'nf g
fl?em to have this nutrition mainly fror_n cereals_partly ';‘?:2
sugar and edible oil, etc., and certain othcr’ ltems.d ;t
being the situation how do we reach the? people if they oon t
have enough purchasing power Evenl in _ruq:ai a_rcas, I:empis
are paid in cash, To that extent public dtstnhutton 5¥8 e‘ n e
relevent there also. We use the words vuin;rablr: se]c |0r.
and this by and large includes mosF of the agricultura :uca
kers, marginal farmers, village _ﬂrnsans who do not fr:mme
enough for their own consumption and also I agree vu snumers
section’ will include a large section_ of _the‘ url?un con ha;
Therefore, the emphasis in public d:stﬂbutmn. syrst.x-,‘r;ir o
shifted from urban to rural areas as would be evidence ;o i
the large number of shops opened in the rural areas ear wré
The number of shops in the rural areas by and large ill; rr:.o :
than what it used to be. Today out of the 2,97,000 gu :he
think almost 2,40,000 are in the rural areas a_nd resthl_nk .
urban areas. And the second part ?f lt: which T t I:ns t{.}
very important is that the publicb dlstrnt:u‘t];on system ha
s a consumers protection systemi. ;

4 t:z: (tioata]a:e up the question of deficiency in the hf:m;:mni
ing of the public distribution system. “] went 10:1 a;:h?@
did not get the commodity. [ haq to go thFre ont Ed i
1 got part of it.”” This kind of m:i_perfectron in tt}c ?3 iy
system is to be found not only in !.he public ch;m :din
system but also in the private distribution sysfem,_ _epeal ims-
on the particular item we are buying. There is mmf]:l 1o
tation under private distribution system because ; i
number of shops that are available enable the consu

as con
tion at
the enforceme
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move from one shop to the other. Yet there is another
aspect. We will buy whatever is available from so and so
shop. The point T am emphasising is that break-down in the
supply system of any essential commodity in our country
takes place in public distribution System as well as private
distribution system, In public distribution system it gets
more pronounced and people talk about it more. Any kind
of comparison or any kind of evaluatory approach to public
distribution system has to be made in the context of {he
historical growth in the country within the imperfection of the
socio-economic milien within which we are operating and
anything that should be done to improve it should, in my
opinion, be in the nature of managerial and operatianal input
of the right type so that the various points in the delivery
system get proper lubrication so that there is no unnecessary
breakage of these linkage and people take it as part
of their own economic system. I thought that being some-
what associated with this system and having seen it function-
ing I should speak rather frankly with all of you. Of course
so far as Government of India is concerned we have an open
mind in the public distribution system and any one who can
give any kind of suggestion which is going to imprave the
system is welcome to refer such an idea and will receive our
best attention and consideration and even I am willing to
mention if anybody wishes to discuss with any one at the
government level is free and all of you are welcome,
Thank you Mr. Director for the opportunity which I
thought I should make full use and now I will be interested
in listening to the various suggestions. Thank you.

A. MAJUMDAR

Dr, Hoshiar Singh (absent), Shri M. V. §. Prasada Rau
may like to present his paper.

M.V.S. PRASADA RAU

Mr. Director, Distinguished Friends, Ladies & Gentlemen:
1 have submitted a paper which has been circulated,

I am
grateful to the Director for having circulated it thol

ugh I
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it somewhat late. I do not want to tax your patience. 1
“‘nt 5 touch upon points covered in the papers. I
i 'ncth ublic distribution system for essential co_mu_w-

"Slh't T:hl::; Andhra Pradesh State has b:czn _f‘unctu:nnmg
d’t'les oy factorily because after its inception m.!9'?9 thrl:
o satlst has been taking concrete measures on its actual
gmemlml?l‘he Chief Minister of Andhra Pradesh h-'!r. :
oon_t’ent-h s been personally directing strong measures 1nf. .?
Anj]ahf £::i\.ril supplies control and vigilance though c;‘\u
. not the portfolio of Mr. Anjiah. The A}md_ ra
supplylﬁ}overnment does not believe in short term palliatives
:;‘:d;sas taken very fine measures both ds]mrt«tarrfr:l e:l:du;t?cg;
ing contral and procure i
e hﬁee::::t:;ﬁe:o;ﬁnoii:ies for Andhra Pradesh Wh]l(‘:h
< know is the granary of India. These have been taken
- ¥mi= ‘:ruary-March 1981 under the personal control of the
e :s Magistrate and government has created a neﬁ
Eiﬁiﬁr general of supplies and vigilance of :_w If:il La:;n
i olice and more pow b
O‘f msr: :;(: dlgselr:;ta]m;);isfrate and there is also. an addition-
e ector of police vigilance. On the other side we halve
e 1 Additional Director and he deals more or less exclu-
madle :vith civil supplies. A new direction ha_s ‘been gnir_er;
smi activities of the Andhra Pradesh Civil Supplie
2} rL :ration and & new Andhra Pradesh Bssent;al‘ (:.‘omr:?o;
d;:yp Corporation has been formed and much administrativ
ine spread out. ;
mu3?;l::;: hczsm?:?::ees have been Forme_d at the_V:tl_Ile:f:r:
cum-District level and the:se:t osym;itt:::;ust::.e h::r;e r_;us L
i o1 Augus rder.
:?::ege;z :\En staluiry recognition by an Or:mé?:iei
shortly and I have been informed byf my Folleugue. .tse?ﬂ i
Supplies Commissioner that the mlmstﬁt ]w.s propo:
this should be replaced by an Act or legislation. Bt
Another important me:sure i; t:a(t: ;ﬁmgi?:;rn:: I oL Bie
stituted a Cabinet Sub-Co ntia
sCt:znl;:sdiot?; and Public Distrib‘ntiqn S}_.rstc:: s:lng :;lst ]::
chaired by the chief minister_ :_md in hlIS a Fﬁuﬁu L e
labour and civil supplies minister. This in
departments concerned with civil supplies.
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An important peint raised by Professor Prasad wag that
the public distribution system activities have not reached
the people below the poverty line. Now our state goverp-
ment has fixed a rate schedule and price structure for eatable
| items given in Annapurna canteen and hotels meant for

| small men—labourers and daily wige earners, Government
i | has sct apart Rs. 3 crores straightaway for public disteibu-

II

tion through the Annapurna canteens to daily wage workers
to give them food at concessional rate. You can get o comp-
lete meal for Rs. 1,25, What used to be done for the libour
class through the canteens meant for labourers in industrial
undertakings has been done on a mass scale in Hyderabad, in
Secunderabad and in big cities. This is £oing 1o be extended
10 the district also but there is a good deal of opposition.
Maoney lenders, reactionaries and vested interests have come
farward along with the members to put pressure to see the
Annapurna canteens are not opened and trying to create law
and order problem also. This has been taken care of by the
Eovernment. . : g
Prof. Kamta Prasad has made reference to corruption

and mﬁmﬁm,_ Though one cannot turn his eyes away
from this important fuctor of corruption, there is no need to

it
is no

learned professor has been too hard. Government has made
aclaim. 1forone feel from the horses mouth somebody
has said, it was Prof, Mathur who suid, we plan in a very

big way and our actual performance is like iy
do not plan in a giant way then performance will be fess
feel we should just go by the intention of the nment
 also, not mere successes achieved by the very nature. In
view of the insurmountuble problem that the government is
; : K

been implemented (o
ink we huve to st the
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should be very Pragmatic in this matter. Let us limit this
system as an instrument of real service to those who need the
“service and this can be done by limiting the supply through
price only to those whose income s below a particular
level. Why should we serve business men, senior civil service
men. T will be affected by it but [ do not mind in the larger
erest. My suggestion s you should limit the scope and
you should also Jimit the items. The busic need has to be
met first.  That s the right approach in asocialistic society,
Sugar in rural areas I do not think it 18 very relevant. Poor
people cannot afford sugar.
 Then price s u very important factor, Prof, Kamta
Prasad observed that stubility of price is very different to
bring about but I do net agree with this. Canceptually we
have to change the approach towards the public disteibution.
IF the system is to be used as an instrument of service to one
wha is very poor who cannot afford to buy from the private
distribution system then government has 1o make a sncrifice
and has to supply articles of daily needs to the poor people ot
& constant price, at u very low price. It ma#y be given
subsidy but that must be done i gavernment really wants to
become a social government, My suggestion is price level
has to be kept low und majntained constantly,
~ We are using the teaditional traders for running fair
i : ] ch s

. i et 8hper
jreulated. The basie problem fecing our country s : 50 pe
e Jw;a population are living below the poverty line.
Senbondly, 1 would ke to comment on the puper of Shri
M.V.5 Prasada Rau according to whom public distribution
wm' . {n Andhra Pradesh is a sucoess. lm.wprt_inggn._
i Ph.D. thesis. My findings are qu[u-diw Whemm
a commodity is introduced in the Essential Commoditics
;m-"na serious thought is given to make it available. 1
rei '\;.mﬁa authority that serious thought is to he glvu:hefm
l'ﬁ;e;}—r.iwlmr commedity is included inthe list of essentinl
e oditlss. The moment.it s inoluded: in the st that
-':mmudhy- disappears from the market,

! s: :muon the vested fnlerests. For example, when
&mm has falled to implement land rcl'm‘mﬁ.liium&

msible to meet internal req s, Nuturally when
® curement fails, public distribution system fails, There is
lass seope o its suceess. Sie=

e
for

system has become co-existent with corruption, As
system percolates, corruption has percolated, Therefore, w
shauld try to encourage, as far as possible, ather persons.
ployed. ” semi employed, der-employed to v
take fair price shops. My point is that we shall have to
glve up that traditional appronch in this matter if we are
serious about making the system very effective, Thank you.

GHANSHYAM DAS OZHA

Chairman Sir, Estéemed Director and hon. members of
his audience: 1 have submitted u puper wumqmm

HHE:
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to know who are the beneficiaries of this subsidy. I do not
understand why professors and higher officers should be
covered by the public distribution system. When you
are covering the whole country it is not possible to cover it
up. My only suggestion is target group should be identified.
There are many indicators which have also been discussed.
Here 1 would like to conclude by saying that public
distribution is neither public in character nor distribution in
content. Thank you.

5. 8. P. YADAV

Mr. President, Director and dear friends: On this
momentous occasion when we are deliberating on the effec-
tiveness of the public distribution system I am reminded
of a dialogue from Shakespeare’s Macbeth. I crave your
indulgence for quoting the same. Macbeth states :

If you feel lured somewhat from courage you will not
fail.

This is applicable to the public distribution, If we have
the political will and administrative capability of the highest
order, this public distribution system is bound to succeed.
There is no doubt about it. As a matter of fact public
distribution system is an important instrument of govern-
ment policy to meet the basic needs of the largest segment of
the population. It ensures a fair price and minimum cost
of distribution. As a matter of fact it is not a system of
distribution under public ownership as prevalent in Socialist
Bloc countries, It is supposed to be essentially a public
distribution system in India supervised and guided by the
state. Since this public distribution system was started
under conditions of scarcity it is of utmost importance that
it has shifted from higher priority items of production to the
system of distribution. That is why production and distri-
bution become the focal points of our attention. And in this
context we have to devise ways and means to streamline the
distribution system, then only the avowed purpose of public
distribution system can be achieved. One thing very signi-
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ficant that up till now more or 1ess it ha‘:m been urban orient-
it has to be rural oriented. In this context l_canbsa_y
ﬁ;t fair price shops are living plants of the public d!s;l‘};
pution system especially in the rural areas. These 4;
rice shops do not function well on account of economi
ability or remoteness, etc. So in this respect the consumers
z:;.perative can play a vital role although the role of c_oope-
rative societies is not very en_couru‘ging. y But as f‘Shlnd Abl:t
Gorawala has said: Cooperatives In India ha\fe alze
true side by side we have a consumers cooperative 2 3(;1 coml.;
in the picture so that they can fupctmn and cater ltlo 1l ehrean
needs of the people. Of late stringent measures avcd ee
taken and also legal measures to combat wrong proce ures:
blackmarketeers and hoarders. But wl]mt is needed is enforce
the existing leaders vigorously. :
mel::sb\ias pointed out corruption isa way of l1fe.‘ It I.ws
to be stopped because this hydra-headed monster is _eatmﬁ
into the vitals of the society. So we cannot leave 1:]1 an
therefore alleviation is necessary. Although_ in theory
consumer is considered to be the ultimate sovereign i:n{t as I}
matter of fact this is a myth because of the complication t_)
market system. Actually mannfacufw:rs and_traders ha!ve
upper hand and that is why there is n;ces_srtyb of having
consumer movement. Cansumer education is sine qua non
of the movement. il
fnr%ir?fsc:si:o the necessity of streamlining the existing
system of fair price shops. What is needed is lreplac:omer;t of
present unscrupulous traders by new parfles with clean
business record to keep security money eqmvaleut_ to three
months’ turnover with nationalised bank and thls_ money
would be liable to be forfeited if alleged malp}'aotwes are
substantiated. [ think these things would go to improve the
image of the public distribution system.

NAVANIT SINHA

Respected Chairman, Director M_y paper is in your
hand. T would like to draw your attention to some of the

important points. ! 1
Sugar, salt, match boxes are not easily available at
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Chuirman Sir, Mr. Director, Ladies and Gentlemen: Mr,
Majumdar mentioned very briefly about the need of an
indepth study to be made an the public disteibution system.
Surely it is a question of having facts and objectives so that
the whole sysiem can be regulated in an corderly and
methadological manner. The main stream through the public
distribution system  should be on two parameters:

(i} a national consumption policy ; and v
(i) parameters should be on the question of distribution.

well thought out distribution system wherein the
public distribution has to be envisaged in an egali-
tarian setting of the nation,

Lam reminded of the first document of the Planning
Commission. 1f you turnover page 35 of the first document
—the First Five Year Plan—you will find | deserd

~inallits profundity insofar as the subject matter of public
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distribution of essential articles. To encourage them to take

to streamline all essential commodities, there are certain
primary sacieties and 2000 marketing societies. The objec-
tive behind these cooperatives is naturally to undertake
distribution of essential articles. Then the fair price shops
which are part of the system should be allotted to these
cooperatives so that along with the fair price shops they can
take up anything and it can become a valuable proposition.
In the village a pood many of them are members of the
society. They will have training. They could have fertilisers.
they can sell and get the supply aspects from the market,
That is the nucleus growth centre and they have got all
facilities. Those facilities are provided and those societies
which do mot have can be provided. Now the question is
why this?

Cooperatives have developed and the cooperatives will
not indulge in malpractices like adulteration,

Cooperatives do not indulge in charging unofficial
premium through shortages and thus build up a loyal clientele
through shortages.

Because of their relatively larger size and organisation,
cooperatives are able to provide certain services like cleaning
and packing of cereals and pulses which again is an advantage
valued by the consumer.

Cooperatives have an easy access to the resources they
borrow at a comparatively low interest rate and therefore
can function with low overheads.

~The cooperatives have built up a dependable infra-
structure over the years at district and state levels. With
this infrastructure available at the disposal of cooperatives at
state level, we feel if the cooperatives are given a free role to
play it would deliver the goods.

A. MAJUMDAR

I think we have come to the end of the discussion on this
very important topic. I personally think the discussion has
been extremely useful, constructive, eritical and informative.
It was also stated by one of the speakers that we should not
be the beneficiaries of the public distribution system. By “‘we, *
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in income group officials. But so far as 1 am
v 1:;?11;: Ei:l’“tlhta target gli}upl;t least to have the benefit of the
?i,sr::ussion of public distribution syst.em. I am sure would be
permissible. But one thing I may clarify that :ﬂl]s point of ex-
cluding a certain income group from the purview of the public
distribution system which was discussed earlier has often been
given up. That it means in our country the level of income
even if you take income-tax payers hardly you wi!l be z?.ble to
clude 4-5 per cent people. Secondly, administratively identi-
;’;ation of this target group either on- inc?me from land or
any other consideration has posed a very major prt_)blafm. Eve_n
if you are in a position to prepare it once, its periodical revi-
sion would pose a very major problem. In most of th:? states
even preparation of family ratio.n card.s‘ of foodgrains and
essential commodity cards and its revision has been & very
major administrative problem considering the population in
our country. But generally speaking I ﬁ%‘ld that t‘here has
been a general acceptance also aho.ut t!1e {nfoll'manon ll&e.d
and further development of the public ; distribution sy!stcm in
the country to give it a proper direction so that ultimately
the benefits are shared by the deserving group.

Several suggestions have been made to improve the s.ystem
and I have no hesitation in mentioning that our revle).v at
the official level also indicates several ]apscs_, malpmczlces,.
malfunctioning, ete., in the system. But in our country
within the present administrative framework, constant effort
is necessary to improve the working. : :

Sir, as I mentioned, constructive criticisms made in this
conference would be all considered and I am a!so_wxll[ng
after 1 have discussed the details with the Director of tl‘}e
IIPA to organise a special study in depth on the public
distribution system. What would be t['Ee nature and scope .of
the study and how this should be organised all tho:fc _detm!s
would be discussed. But certainly from my mn.l.lstry I
would be interested in getting a proper study made by the
1IPA. As 1 said, the main focus of the study \.v?uld be
within the framework of the various economic pohcles and
socio-economic conditions prevailing in the country. How can
we improve the system? If we confine our terms of referer!uc
within these parameters, it will be possible for us at the policy

d
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level to implement them and to that extent the conference of
this type would be able to contribute not only to the policy
formulation but also effective implementation of policy.

While I must thank my friend, Mr. Dubhashi, who has
taken over as Director of the Institute, I am glad immedia-
tely after taking over he has brought into focus a subject of
great importance which he had also to tackle at some stage
of the period in my ministry. Iam sure it would be possible
for something useful and constructive to come.

Thank you Mr. Dubhashi and I am very glad also to
make acquaintance with several of the participants who have
got interested in public distribution system and I think this
topic of public participation will be helpful in the long run.

P.R, DUBHASHI (DIRECTOR)

It now remains for me to propose a hearty Vote of
Thanks for a very useful discussion on this extremely impor-
tant subject of public distribution system. !

I must first thank all the members who have come all the
way leaving their busy programme in their place to come and
participate in this conference.

I am particularly thankful to those members who have
contributed papers and made contribution to the deliberation
of the conference. »

I must also sincerely thank Prof. Mathur one of our
Vice-Presidents and Shri Majumdar for having chaired two
sessions of this conference in such an able manner. I think
it is because of their very wise leadership that this conference
went off in an orderly manner and discussion was successful.

I do not have to thank Prof. Kamta Prasad because he
belongs to my internal faculty at the Institute of Public
Administration.

The conference we thought would lead to certain conclu-
sions and I for one clearly see that four points have emerged
very clearly out ofyour discussion :

First, public distribution system has become now an
essential part of our economy. It is looked upon as a
bulwark of protection of consumer and it arises inevita-
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bly out of the responsibility of government to look afte_r
the wellbeing of the people. It cannot be ended, it
certainly has to be mended.

A second important aspect that has come out of your
deliberation is that public distribution to be effective may
have to be selective and may have to be directed especially
to the vulnerable section of our society.

The third important conclusion that has emerged is that
while public distribution system cannot be ended, its
mending must be in a concentrated manner on manage-
ment especially on the delivery system. From the point
of view of management, there are many things which are
left to be desired : its accountancy, its orderliness, its
propriety, stocks and supply to the consumers and above
all its integrity. The curse of corruption which is
rampant in our socio-economic system is particularly
strong when we talk of the public distribution system.
How then we deal with the aspects of management in
order to see that public distribution system works in an
efficient manner.

And fourthly, an important point that has emerged is
that there must be popular participation in the operation
of the public distribution system in our couniry. We
thought of India as a democratic system and one of the
important features of a demoeratic system is people do
not just vote once in five years; people do take part in the
operation of the public affairs and this is one part of
public affairs where popular participation can make a
significant contribution.

A very concrete point that has emerged out of the
deliberations is the need as indicated by the Secretary of the
Ministry of Civil Supplies, for a study indepth of the public
distribution system and maybe the services of the Indian
Institute of Public Administration would be found useful by
government to undertake such an indepth study.

Yesterday in the Annual General Body Meeting a very
pointed reference was made to the need for the work of the
Institute to be directed towards the important aspect of
socio-economic life of our country. Public distribution is
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one such aspect, I do hope an indepth study of the public
distribution through the agency of the HPA would be yet
another contribution of our Institute to the socio-economic
development and management of our national life. I once
again thank you.

Theme Paper

PUBLIC DISTRIBUTION OF ESSENTIAL
COMMODITIES IN INDIA—AN
EVALUATION

KAMTA PRASAD

INTRODUCTION

The system of public distribution of a few essential
commodities in India has become a permanent feature of the
Indian economy inasmuch as it has been in existence for
nearly four decades. It has also formed an important plank
of government's welfare paolicy stated in the successive five
year plans. Born in a period of acute scarcity of essential
commodities which prevailed during World War II , the
system owes its more or less continued existence due to
the failure of the private trade to provide essential items at
reasonzble prices during periods of shortages, Tt has
survived attempts made from time to time to do away with
it principally because, despite its shortcomings, it has been
found to be the best possible alternative for dealing with a
shortage dominated economy that Tndia has been so far.
Having evolved out of an immediate response to crisis
situations, the system betrays adhocism and lack of any long
range planning including a gap between its intentions and
strategy. It has undergone some changes from time to time
in response to changes in the economic situation : its scope
has been broadened sometimes and narrowed at others; the
commodities covered have changed from year to year; the
quantum of per head ration increased or decreased; and yet
the essential features and the overall perspective have
remained more or less the same. Broadly speaking these
comprise the following.

1. It is a system of sale of selected commodities through



agencies such as fair price shops or

which though not  owne th: ; 1ent are
expected to subserve public interest they operate
, under governmental control and d ection,

2. The sale through the aboye ‘agencies does not (except
in limited areas covered under statutory rationing)
dispense with the Tunctioning of the free market
mechanism but works along with it giving rise to the

phenomenon of mixed economy in essential commo.

1t i optional in the sense that
) purchase the items from the
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Foreign exchange reserve sufficient to cover import of 6
million tonnes of cereals has also to be kept for meeting
abnormal situation arising out of extreme scarcity due to
two successive crop failures.®’ e
The management of operational as well as buffer stocks
would in turn require adequate storage facilities of requisite
standard properly dispersed at procurement, distribution
and intermediate centres like major rail terminals. There
has been a gradual increase in storage _capacity owned by
the FCI from 3451.5 thousand tonnes in 1970-71 to 5470.5
thousand tonnes in 1975-76 and to 7722.9 thousand tonnes in
1980-81."" Besides the FCI hires storage from state
agencies and private sources. The storage capacity (owned
and hired) available with the FCI has increased from 7,975
thousand tonnes at the end of 1971 to 16,428 thousand
tonnes by the end of 1979, Yet storage problems have been
faced from time to time specially in the post harvest period
of certain years due to large market arrivals in a short period
of time coupled with transportation problems. The require-
ments of storage increased considerably during ‘the period
since 1976 as can be seen from Table 5. The peak level of
stocks touched a figure of 21,437 thousand tonnes in June
1979, The government policy assumes the availability of
storage on the following basis AL -

(i) covered storage for the entire buffer stock;
(ii) capacity computation after making allowance for 8
per cent operational space, h
(iii) tr ‘ﬁml"'al'rsngoment'u far storage in the open-
CAP (cover and plinth), and : e T VA
(iv) capacity to be largely in co

cost e gl
There can be no two opinions that the PDS s
managed as efficiently as possible so L A
operation is kept within reasonable bounds. “Only the

m.l’m,qp.d&_,p.‘ﬁ‘_l@ b O s e
‘nGoyernment of India, Department of Food, Annual Report, 1980-81,
p. 94, Annexure V1. iRt

“tKamala Prasad, op. cit., p. 216-

ol
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TABLE 5§ STOCKS OF FOODGRAINS WITH THE GOVERNMENT

{000 tonnes)
Year-end Stocks**

1560 2,801
1961 2,636
1962 2,281
1963 2,259
1964 1,016
1965 2,079
1966 2,216
1967 1,956
1968 3,991
1969 4,453
1970 5,569 .
1971 8,137
1972 3,443
1973 3,134
1974 2,730
1975 8,289
1676 19,032
1977 17,406
1978 17,160
1979 17,519
1980* 11,763

*Provisional.
o Including quantities in teansit, docks and holds of steamers.
Source 1 Bulletin af Food Statistics.

will be in a position to fulfil its objective of supplying essen-
tial items at reasonable prices. Unfortunately this is not so.
For example, in the case of wheat, while the procurement
price in early 1979 was Rs. 112,50 per quintal, the handling
charges of the Food Corporation of India came fo about
Rs. 36 per quintal that is 32 per cent which by any reckon-
ing is high.2® As a result, the PDS has become a high cost
network, the full incidence of which is not felt by the consu-
mers because of the huge subsidies given by the government.
These on foodgrains amounted to 297 crores in 1975-76,

BCymmerce, March 10, 1979.
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Rs. 452 crores in 1976-77, Rs. 563 crores in 1977-78, Rs. 560
crores in 1978-79 and about Rs. 600 crores in 1979-80 and
1980-81. The amount will go up if account is also taken
(as it should be) of the administrative cost incurred by the
government in maintaining the PDS.

The costs com prise market charges, warehousing charges,
transport charges, distribution costs, loss through damage
and pilferage, interest on working capital and administrative
overheads. Each of these should be reviewed to yield eco-
nomies. For example cost can be reduced by changing the
present system of delivery of procured grain into the central
pool and releases from it to the states. There is need to
work out supply demand balances on district levels so that
the amount procured within a district is used first for
meeting the requirements of the same district and the balance
exported to or imported from neighbouring districts as far
as possible. *‘Our systems of packaging, weighing, trans-
portation, quality specifications and handling have remained
substantially the same since the introduction of government
intervention in foodgrain trade . . .. In the matter of trans-
portation, attention at long distance movement has not been
matched equally by the attention to short-distance movement
and movement from farm to the market place. A composite
programme may, perhaps, help to reduce losses. Losses even
in the long distance transportation by train might be reduced
by changing the design of the door of wagons so that
cutting and spillage is avoided ... Looking at the whole
range of activities, it appears that there is scope for tech-
nological innovations and it may be appropriate to identify
areas, carry out proper surveys and introduce simple devices

_ that may increase operational efficiency and reduce losses.”*

The supply and stocking procedures would also need to
be streamlined. According to a study of certain shops in
Gujarat State in 1974-75 made by Shri 8.C. Jain, “nearly
12 days a monch were required to make deposits, obtain
challans and receive, weigh and move out the supplies
from godown to the shop.”*

taKamala Prasad, op. cit., p, 226.
©58,C. Jain, op. cit., p. 105.
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Quality and Grading

The quality of cereals, supplied through the PDS has
not received much emphasis on account of the overriding
concern with making the supplies available. Complaints
of inferior or defective quality of grain supplied come from
time to time. According to a study of FPS in Lucknow
conducted by Prof. V.B. Singh** during 1968-69, the quality
of wheat supplied was not always good and this had led
several cardholders to supplement their purchases from
the open market. Even the vulnerable section did not
depend on wheat supplied by the FPS if it could afford to
do so because of the inferior quality of grain supplied. But
the quality of sugar supplied has generally been good and
more or less comparable to that available in the open
market. As a result, Prof. Singh had found that most
cardholders (i.e., about 99% including even those in the
high income group made purchases of sugar from the EPS.
According to a former chairman of the Food Corporation
of India, a problem that arises in the case of maintenance
of quality of foodgrains is that “the surplus procuring
states insist on low grain specifications with a view to
helping their producers and the Centre has been accommo-
dating them so far to augment procurement. The rice
millers lobby is also influential, and strong enough to
manage the lowering of specifications, through pressures at
various levels at the right time, and then to pass on poor
quality grain to the government agencies, keeping the
comparatively better stocks for. their open market sales”, 27

Quite often problems also arise due to preference of
different states for different types of grains. Kerala, West
Bengal and Maharashtra are three states which depend
most on the PDS. Kerala prefers only parboiled rice
Whereas West Bengal prefers a combination of parboiled rice
and wheat, and Maharashtra raw rice, coarse grain and
wheat. It is not easy to match grain and varietal composi-
sion of supplies accordingly. Thus while the major deficit

*V.B. Singh, op. cit,
“R.N, Chopra, Evolution of Food Policy in India, Delhi, Macmillan
India Ltd., 1981, p. 217.
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states of Kerala and West Bengal prefer parboiled rice, the
major rice exporting states like Punjab, Haryana and
Andhra Pradesh produce mainly raw rice, though they are
slowly switching over to the parboiled variety specially
after the centre allowed a premium of Rs. 5 per quintal in
the price of this processed variety."'

Micro Leyel Problems

There are a number of problems in administering the
PDS at the level of the shops and cardholders. Thus
surveys conducted in Ahmedabad city indicated that 14
per cent of the households in the lower income group did
not own foodgrain cards ® and a survey in Lucknow showed
that one third of the cardholders made small or no purcha-
ses of wheat and rice from FPS.® And as a study based on
Gujarat experience points out, “there have been many cases
of small cooperative societies being unable to stock all
essential commodities simultaneously. They obtain and
distribute items such as coarse grains, rice, sugar, etc., by
turn as funds are limited much to the inconvenience of
consuming public.?"

Analysing the results of empirical surveys conducted
at different points of time, i.c., 1964, 1972 and 1976 which
were related to consumer cooperatives, super bazar and
ration shops, all in the role of a fair price shop, Shri M.P.
Kacker found no marked improvement in the customer
perception of a fair price shop over a period of time.® In
fact, over the years, certain malpractices have crept into
their operation. These include “non-maintenance of proper
accounts; possession of excess or short stocks than shown
in the account books: showing more number of persons in
the register of cards than in the cards; selling commodities
other than authorised, issue of ration against bogus cards;

®R. M. Chopra, op. cit,, p. 216.

*V.B. Buch, op. eit., p. 135.

V. B. Singh, ap, eit., p. 69.

"¥.B. Buch, op eit., p, 138,

“*Madhay P. Kacker, “Managerial Aspects of Fair Pries Shops" in
N. Dholakia and R. Khurana (eds.) Public Distribution System, op. cit.,
p. 83. st e
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ing higher prices for controlled commodities; non-

gl:l;fli[;if s:lrnplesl:’stocks; adulteration of commodi.ties sold
in the fair piice shops; delay in lifting of stocl.:s; nrr?gular
opening and closing of shops and selling of art.cle_s without
cash memo.”® These are confined not only to private fair
I}rice shops but are found even in the agencies beioug_mg to
public and cooperative sector. For instance, of the 3‘30
charges of mismanagement and malpractimf in fair price
shops received in 1975 in the State of Gujarat, 167 were
from private units and almost an equal number, e.g., 163
from units under the cooperative fold, ™

One reason for these malpractices could be the cxtl:eme]y
inadequate profit margin allow_ed on and_ other resmcti'mes
inherent in PDS' transactions. Accorflmg to S'Cl. Jain's
study the margin of 2 per cent allowed is very low. “If the
minimum wage legislation for shop umployens were to be
enforced rigorously, it is difficult to see how the present
margin would suffice. It requires an ?make of 200-225
quintals a month at a four per cent margin to break even at
an earning of Rs. 350-375 approximatel;f after paying salary
to weighman, shop rent, commission and trnnspor;
charges.®® A Hyderabad survey indica.tes that only 19 out o
40 shops reported a met monthly income of more than
Rs. 500 during the months of August to Deoel_:nber_w?s.
About 9 shops reported an incqma.' of Ieg_a than Rs. 300 pe.ir
month. Even the model profitability ?]m prepared by cé\';(:
supply authorities in Hyderabad which was based on l
cards, left a net income of Rs. 582.27 per month on a tot]a
investment approximating Rs. 28,000. This income would
represent only a moderate level of earning and that al;o
subject to the uncertainties created by improveﬁem in t l‘i.
availability of rationed items in the open market. _It ix;we]
known that the owner of a fair price shop has very little
freedom in matters such as deciding the product mix, setting
the price and profit marjin, selecting the sources of supply,
number and types of customers, etc. s

“Kamala Prasad, op. cit., p. 207.
*V.B. Buch, op, eif., p. 140,

#5.C. Jain, op. cit., p. 105,
#Madhav P. Kacker, op. cit., p. 75.

If, despite the low rates of legitimate earnings, most of the
licensees cling to their business®? and there has often been g
general clamour among the traditional foodgrain retailers to
obtain a ration shop licence, it is because the shop builds
up contact with the customers which may be used for push-
ing up the sale of other non-regulated commodities, and
provides opportunities for supplementing their income by
indulging in unfair practices in controlled commodities.
According to one author “these unfair practices were
considered by some sections of trade as accepted trade
conventions to compensate for an otherwise uneconomical
operation" % And according to Dholakia and Khurana “jt
is likely that in the past the fair price shops may have been
used as instrument of extending political paironage™.* Now
that the PDS has come to stay as a permanent feature of the
Indian economy, there is clearly a need for a review of
aspects related to ownership, operation and economic
viability of fair price shops, Let us hope the present
conference provides some useful suggestions on these as well
as other aspects of the functioning of PDS described earljer.

"See for example 8.C. Jain and V.B. Singh, op. ctt.
*M.P. Kacker, op. cir., p. 74,
"N. Dholakia and R, Khurana, ap. ¢it,, p, 7,
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