A coge {or o revomped, need—baged PDS

The recent Economic Sunvey hag {Logged the (ssue

of the growing food subgidy bILL in India. Ag per Lhe
govesnment’s own admiggion the food gubgidy biLL (s
nereaginglly becoming unmanageably Lange,

Nationaf Food Secunity Ack.

The National Food Secunity Act (NFSA). came into
force in July 2013
Tt extended entitlements of {ood graing to
allmogt two—thinds of the countay's populotion.
The Law requires the authonities tro provide
Lo each beneficiany § kg, of nice on wheat pex
month,
The withdrawal of..food g,x,a}mg by Stateg {nom the
central pool undenvanlous schemes hag increaged ovea
the yeans.

Duning. the Lagt thaee yeans, the quantity of
food gnaing annually drown by Stateg hag hovesed
around 60 million tonneg to 66 million tonnes.
‘Howeven, by December 2020, the Centre get apant
9435 million tonnes to the States undexr different
schemes including the NFSA and additional
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allocation, meant {or digtaibution among the poon
free of cost.

Conceang:
1. Riging food subsidy:

Food gubsidy hag been on a penpetual g,x,ow:!;h
taragectony,

During L016-1F to 013-20, the subgidy amount,
clubbed with Loang token by the Food Conposation
0{5 Tndia (FCT) wunden the NationalSmall Saang,g
Fund (NSSF) towonds food gubgidy;“wag in the ronge
of Rs. 165—Lokh crore to Rs. A2—Lakh crone, In
futune, the annual subsidy biLL of the Centre (3
expected to be about' Rs. L 5—-Lokh crone.

“The COVID-19 ‘pandemic hag funther expanded this
with the neviged estimate of the {ood subsidy
Peg,g,ed ot about 3L3-Lakh crone ) eXCQ,udLv\g, the
extra—budgetory negounce allocation of 84636

caone,
L. I8%ue prices:

‘Though the NFSA in 2013, envigaged a price
REVLELON a{,;!:e?«, thaee Yeons, the Centxral Tgsue
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Price (CIP) hag nemained at Ra. L per kg for
wheat and Rg 3 pex kg, for. nice for years now.

3. Politicall compulsions:
Tt would be extremely difficult to neduce the

economsc cogt of food management in view of

xi8ing commitment towords food gecunity and the
govesnment’s sefuctance to not distusb.the NFSA
noxmg on increage the prices owing. to ‘political

compuf gLons.
4. Finonclal viablfity:

The insistence o{j Iv\eeFLng, the setall prices %
food graing at fair price _shops ot the pregent Low
level s, even a{ji:ex, the passage of neanly 50 yeans
and achieving substantial poverty seducktion in the
country goeg 0gdinst the financial sustainability
of the gystem.

A3 pex. the Rangaraton group's estimate n 014,
the share of people Living below the povesty Line
(BPL) in the 2011 population wag 2957 (about 36

caone),

The mere increage in the CIPs o{j snice ond wheat
without a connegponding rige in the isaue prices
by the State goveanments would only increage the



bunden o{‘ Statey, which axe afneady h,e,e,JLLv\g, undesn
financial stress.
Way {orward:

PDS (3 a wseful tool to counten the cha!,ﬂ,en%e of
extreme poveaty and Huv\g,eh, and hence the
degmantling of Lt L8 not a golution
-ALgo, g.iven the {act that the PDS gystem ‘helps
support the formens :!;hx,oug,h government
procurement of thein produce, [t “might not be
advigable to neploce the in—huind provision of {ood
subgidy of the PDS gystem with Dinect Benefit
Trangfer (DPBT).
The Centre should have o nelock. ot the ovexall
food subsgidy gystem.

1. Reviging NFSA coverage:

The centre  ghould revigit NFSA normg and
covenage: The govesnment could Look at decaeaging
the guantum of coverage vnden the fLaw, {rom the
pregent 6F/ to axound 40

For all nation candholders drawing food graing, a
"glve—up! option, ag done in the cage of cooking
gas cylinders, can be made avaclable,



-Thoug,H the Stotes have been alflowed o %name
cnltenia fon the xdentflcation of PHH candho]l,dem,g)
the Centre con play a caftical aole in nudging
the stotes into pruning the number of
beneficianies unden the NFSA gystem.

Q. Relook. at the pricing mechanigm:

‘With segpect to the pricing mechanigm the
existing onnangement of flat soteg sghould be
neploced with a slab gystem, Leav;Lng, the poor and
needy gections, othex bene{,ﬁ,c;'.anﬁeg can be wmade 1o
pay o Little mone for a highex quantum of food
grains.

ConclLugion:

‘A nevamped, need-baged PDS (& required not ust
for. cutting down' the sgubgidy biLL but algo {or
neduc;ﬁng, the gcope fon ﬂ,eojkag,eg. Thexre ghould be a
political 'will to toke the necesgany steps.
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Centre enhanceg Subsidy {on Non—Unea Fextilizex

extsdizen Co lon _tn India

« India’s featiliger congumption in FYO wag about
61 million tonnes — of which 55% was wrea

e TL (3 estimated to have increaged by § wmillion
tonneg n FYL 1.

« Since non—wrea (MoP, DAP, complex) varieties cogt
higher, mony formens prefer to uge more
weea than actually needed,

GROVWING PROBLEMS 1% - i S s s

Fertilisers stocks at the end of September MSep-18 MSep-20
SYSTEMIC INVENTORY (Mn tonne) ®sep-19 ~ Sep-21
6.9 6.9
5.6 5. W % Chng 21 vs 20
1.6 g 20 1.0
l m
Urea NPK MOP

586 524

Source; ICRAand others

PRICES OF KEY COMPONENTS IN $ PER TONNE

20-0ct | 21-Jun | 21-0Oct | % Chng Oct-21 % Chng Oct-21

vs Oct-20 vsJun-21

Ammonia* 270 550 630 133.33 14.5
Phosphoricacid** 689 998 | 1,160 68.36 16.2
DAPfinished/imported*** 383 580 680 i (i 172

*Middle East ammonia spot prices; **Phoshoric acid CFR spot price; ***Imported finished DAP spot price (CFR)
Source: IC(RAand others




The goveanment hag taken a number of meagures
to seduce wrea congumpiion.
Tt introduced neem—coated wrea to neduce (legal
divergion of wrea {or non—ogricultural uges.
Tt olso stepped wp the promotion of ongansc
and zeno—budget forming.
Cuwrnently, the {entiliser production of the
country L8 4—45 million tonnes, and Lmponts
are ot around 18 mullion tonnes.
Subgidy on Unea: The Centre pays subgidy on urea
to fentiliser manufacturens on the bagis of cost
of production ot each plant and the units ane
nequired to gell the {entiliser at the
government—get Maximum Retall Price (MRP).
Subgidy on Non—Unea Fertifligers:
o Examplles of non—urea fentiligensDi-Ammonium
Phogphate( DAPYMusiate of Potagh (MOP).
o ALL Non—Unea baged {ertiligers are negufloted
unden Nutnient Baged Subgidy Scheme.



With usrea and festilizen prices ghooting wp in the

wake o{g Rugsro’s (nvagion o{g Vkaaine—

o Cabinet opproved an enhancement [n subgidies on
non—urea fentilisens for the upcoming Khanif caop,
to 60,333 crone.

+ The govt {ixes the netall price of wrea and
subgldiges producens boged on the dif{erence between
costs and the {ixed selling price.

- Tt pays a gubsidy %o non—urea fentiligser makens
on the bagis of nutalent—baged nates,

o The incneage in the prices of Di—ammonium
phogphate (DAP) and (ts naw wmakenjial L8 in the
ronge of about 80,

ow | e gubgidy pasd and who gets (A7

e The subgdy goes to fertilliger companies, aJLLHOug,H
(ks ultimate beneficlony (8 the farmer who pays
MRPs Less than the market—detesmined nates,

. From Manch 2018, a new go—called dinect benefit
trangfen (PBT) gystem was introduced, whenein
subgidy payment to the companiesg would hoppen only
after actual gales to farmeng by netallens.



o With the DBT gystem, each netaiflex now has a
point—of—sgale (PoS) machine Linked to the Deptt of
Fertilizerg e—Unvarak DBT pontal.

ow doe y e OnR.?

o« A populan example of how this system wonks i
that of the neem coated urea {,ehbli&en.

o« Tty MRP (Maximum Retail Price) L8 {ixed by the
g,ovi; ot R8 5532ALAA per tonne.

. The avenage cogt of domestic production (8 at R
1%,000 pex tonne.

e The d;Lﬁenev\ce L3 1“oo;!;e,d by the centre in the
form of subsidy.

- Thig fertilizer hag high Nitrogen content and g
cheaper. than wgual {ertilizens.

« Whille thig may be perceived ag a good thing,
excess of Nitrogen con dignupt the NPK (Nitnogen,
Phosphonug and Potaggium) balance in the gofll.

Whot abo on—urea dentil (zens?

« The non—urea I“entiﬂ,;igen L8 decontaoffed on {,Lxe,d
by the companses.



« The non— wrea fertilizens are {‘unthea, divided
into two pants DAP (Diammonium Phogphate) and
MOP (Muniate of Phogphate).

. The govk pays o {lat per tonne gubgidy %o
maintain the nutaition content of the goil, and
engure othexn fertillizens are economical to uge.

Tagues wi c baidie

. A {lowed gubgidy policy {8 harmful not just fon
the fanmen, but to the environment ag well.

. Indian goll hag Low Nitnrogen umge efficiency, which
13 the main constituent of Unea.

o Congequently, excegs ugage contaminates
gnoundwaten,

o The bulk of urea applied to the soil i3 Lost as
NH3 (Ammonia) and Nikrogen Oxides.

. For human beings, 'blue baby gyndrome' (2 a
common gide allment cauged by Nitsoate

contamunoted wakten,



