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CHAPTER-1

INTRODUCTION

1.1 Introduction to study

Food security is a complex issue that has many dimensions anaris@gt global, national, sub
national or household level. It may be a chronic, temporary, seasgpalenmial in nature, its
effect can be on whole or only on certain sections of it. The Foodg@mclltural Organisation
(FAO) in 1996 at the Rome World Food Summit defined food securitioad security, at the
individual, household, national regional and global levels, exists wheeatile, at all times,
have physical and economic access to sufficient, sage and nutfdamliso meet their dietary

needs and food preferences for an active and healthgTigeitddin 2003:02)

The concept of food security means that all members of éwrrsehold, should have adequate
access to the food grains, but unfortunately, policy makers in India tesnded to dilute or
ignore this fundamental postulate. This resulted in a situation vihengoor often do not have
enough food to eat, despite that fact that the country is producingrefamdygrains to sustain

its entire population. (Venugopal, 1992)

Mere availability of food does not mean that it will ensure food security seetions of society.
There are two aspects to understand food security, one the glasiess to food and other is
the economic access to food. At present the government ensysesaplaccess through its
widespread network of Public Distribution System (PDS), backetidyuffer stock policy for

national food security. Economic access is attempted through subeidiaffood grains in



PDS and by generating several programmes which aim atngdise income levels of poor.

(Krishnaji&Krishnan : 2000)

Ashok Gulati (2012) argues that making food available is the onlagmect of food security
what is more important is enabling access and better nourishBwdati further points out that
despite buoyant economic growth in recent years still one-thitdded’'s population which is
around 400 million people, lives Below Poverty Line (BPL). On a glpbaerty index, India
ranks 75 among 109 countries in 2011, which indicates the extent of deprivatierms of

living standards, health and education

1.2 Global Context

USAID (1995) describes the causes of the food insecurity asa chpowerty, with a lack of
economic opportunity either to produce adequate food or to exchange labthe focome to
purchase food. In some countries, poverty results are from the unesfuaution of economic
opportunities and benefits due to political exploitation or the poor econpofices and its
pervasive failure of the national economy to grow. This failed in g#éingr abroad based
opportunities to produce food or income. Poor infrastructure is also #edrelactor for
contributing towards food insecurity; increase in food grains prodyctiult not be a solution
to food security until the grains make it to the market. For exanmal proper access to roads
hampers the distribution and access to the food. Well-functioningtinitage is essential to

facilitate exchange and access to markets.

! Ashok Gulati is the present chairman of CACP ,Désion Paper No. 2, National Food Security Bilhallenges
and Options, December 201ftp://cacp.dacnet.nic.in
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Inappropriate policies by the governments, resulted in disincentivéscal production and
efficient marketing, are another cause of food insecurity. nOfte local farmers have no
incentive to invest in sound agricultural or environmental praaticprice controls, the insecure

land tenures and or overly centralized government structures, which stiflenibative?.

World Bank predicted that 33 countries would face potential conflictsacdl unrest due to
hike in food and oil prices in 2008. In order to control the situation, UNcla#led for half-

million dollar influx from the developed nations. Rocketing prices astricted volumes of
food are causing some nations to become more possessive for their own food cropgShindja,
Cambodia, and Pakistan, for example, have already put major resficn exports of basic

foodstuffs.

Rapid increase in prices of staple foods from 2006 to 2008 compelled tlaeintorfood crisis,
causing inflation hikes with severe food shortages in various developurgries giving rise to
hunger and depravation among millions of the world poor. Theseconditioesfaveeaching
and are far from being resolved. Prices of many commodity @éncpgling corn, rice, wheat,
and soybeans doubled over the past two years and millions of pedpkctass to basic food
needs. According to the FAO reports, about 40 million people have beerdpaoghéunger in
2008 primarily due to the rise in food prices. This brings the overalbauwf undernourished

people in the world to 963 million (compared to 923 million in 2607)

2 .
FOOD AID AND FOOD SECURITY USAID POLICY PAPER, Depu Administrator, USAID February 1995, (wwagri-
alim.redev.info/Doc/doctsod_security_usaid.pdf)

3https://www.thetrumpet.com/article/5021.l.O.O/Wﬁrhhrinq—food—prices—spark—unrest

“Number of Hungry People Rises to 963 Million.” FAGews room. December 9, 2008.
http://www.fao.org/news/story/en/item/8836/icodecassed December 11, 2008uw.oaklandinstitute.ong
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The United Nationsthrough its World Food Program (WFP), feeds aroundif@rpieople in
almost 80 countries, has warned that it may not be able to méetdtsid commitments and
several UN agencies have issued warnings against the impendingdtsoodround the world

because of hike in prices of rice,corn, wheat, and other staples.

Countries like Morocco, Guinea, Mexico, Egypt, Burkina Faso, Indonesiaritsiaia, Senegal,
and Uzbekistan have already been rocked by mass protests tireselirgy across the world. It
was in September 2007, that Italian consumer groups announced buy-ndayast@arotest of
high pasta and tomato prices. Again in April 2008 protesters in IHedito storm the National
Palace, were in Yemen the children were taken to the stteetsghlight child hunger.
Governments are resorting to desperate measures to addresgs\wiig gocial unrest before it
destabilizes countries. The military was used for baking bread in CakistalRareintroduced
ration cards for the first time in two decades; Russia hazefr prices of bread, milk, eggs and
cooking oil, where as Indonesia revised its 2008 budget and increaskdubsidies by $280
million. In Philippines, the National Bureau of Investigation cafi@draidson traders those

suspected of hoarding rice to push up the prices. China, India,, Bggptam, and Cambodia

have imposed export controls on key agricultural commodlities

1.3 Indian context

The Malthusian understanding of population growth outstripping agricudgtoreth has forced

policy makers to rethink about food security. The concern has ifikehsiue to impact of

®Food Price Crisis: A Wake Up Call for Food Soven&yd his briefing paper was authored by Sophie Ypand
Anuradha Mittal may2008,(www.oaklandinstute.org)



climatic change on agriculture and the increase in population. Ind@eh policy while
responding to some of these concerns, failed to ensure food seoutlydtizens. Though
availability, affordability and accessibility remains the é@oint objective of food security,

they have not translated as effective policy.

The concept of providing food security is not new to India. The @eatjal famine of 1943 is
considered as the eye opener to look into the issues of agritpltodaction, procurement and
distribution. AmartyaSen(1989) stated that it is not the availalmfittood grains but lack of
affordability (purchasing power of food) which leads to a famike §ituation, which further
leads to starvation deaths. He further said that the hyst¢aied to World War Il was a potent
factor which made food supply and distribution a low priority for tmgidd rulers and even

Indian traders who hoarded food in order to sell food grains at higher prices.

Tajuddin (2003) refers to the ‘short tether’ policy under PL-480 wiiadso known as ‘ship to
mouth’ policy, to avoid famine. President Johnson adopted this policy, wiglwaconcept in
food aid policy, referred as “self-help”, which meant the aidpient countries had to make an
effort to guarantee, that they will not remain perpetually degr@ndn American aid. In the
context of this policy, two objectives were framed for India. Orthas the Indian government
should give priority to agriculture and raise its food production, whieldter objective was to
have India obtain food aid from other countries. The large amount of ratidoskndia for the
severe drought of 1965-67, made India as the largest single recpfeot aid. Spillmann and
Wenger (1999) point out that the real problem with India’s agricultiare that its output was

poor because of the policies where the Indian government deliberately retgigiatailture.



By 1965, India made important progress in the industrial sector wed achieved self
sufficiency in the manufacturing of equipment for its infantrjne Bmphasis on heavy industry
showed a relativelyneglect of agriculture which skewed the eztwaomy, most of the public
and private investments were made in industrial sector rathegrioultural sector. The poor
results in agriculture were the consequence of the policy choicése government which
neglected agriculture, rather thanprioritiseandtomodernise it. didliaave a limited progress in
agriculture, but even in normal years, with regular monsoon rairagritultural production was

inadequate for a country of its size. (Tajuddin 2003: 13-14)

According to JagadishPradhan (2005),rice (paddy) is the prindipplin India followed by
wheat. Food crisis in the mid-60s led to some policies changesiculage, to encourage food
production and to increase its productivity. The government had setprpcarement and
distribution organisation known as Food Corporation of India (FCI) in 1965 hvwénsured a
minimum support price to the farmers. Apart from this the Governmsot initiated many
programmes to provide irrigation, electricity and other agriculturplts to the farmers at
subsidised rates. These policies enabled the farmers to Hemefitise in production but
however, the liberalization process of 1991 saw a sharp deterioratibe afral economy with
serious implications to farmers all over India. It is seengkah in the most prosperous Green

Revolution Belt like Punjab and Haryana farmers committed suicide due to econstmassdi

Identifying agriculture as an industry began during the postmef@riod with growing trends of
agribusiness, which led the country into the global market to comitecountries which are
more advanced than ours. There were new experiments by the agdoNdCs in introducing

new seeds which caused new kinds of rural distress. Studies tblainthe large numbers of



farmer suicides in some parts of the country can be attributbe tapid changes in agricultural

sector since 1991.

Vandana Shiva(2002) argues that there is a clear and direct conneetween the policies of
‘economic reforms’ and starvation deaths and suicides in rural IBthavation deaths are a
direct result of the withdrawal of food subsidies and dismantling of food secysignss and the
resulting rise in food prices. She further points out that farmer suicides ardtafevithdrawal
of regulations in the markets for seeds and pesticides as svéleadismantling of import

restrictions.(Shiva 2002 :457)

The worst hit welfare scheme after the economic reformsilidid®Distribution System (PDS)
which changed from Universal to Targeted Public Distribution 8yg#EPDS), where only the
poor and deprived class were identified and provided subsidised ratibrssshift was to avoid
the annual subsidy on the food grains. But it was difficult to ideti¢ targeted groups and
governments faced many challenges like rise in bogus or ghas, @aclusion and exclusion
error in identifying the poor from Below Poverty Line (BPL), diversion of toelfgrains to the
open market and no benefits for the farmers. The neo-liberal modebnbmic development
creates poverty on a wholesale basis and then the governmest$o ts@ve the problem it has
created on a small scale, almost inconsequential basis. “Tleengoent may be pro-poor, but

driven by the globalization model, it cannot help but empower the rich”. (Shiva2002:417)

KrishnaKumar (2004) connecting the theoretical debates on liksrahz of agriculture,

identifies two important variables that explain the differenoeghe level of agricultural



production in the developing world, onethe agricultural share in theitotame and twothe
percapita income. Pointing out that a developing country, as it grimher, its share of
agriculture decreases. He further argues that there is a bias towargsrtiasaarticulated by the
industrialists and the workers voices get to be heard by govemmmatiter than those of the

farming community. (cited in Bhatt 2004:130)

According to Anaya GhoshDastidar (2004) poverty eradication polfidse government have
two broad aspects. On one hand, there is an emphasis on fostering ecgravtinc on the
other, there are the Poverty Alleviation Programmes (PAPgwdre meant to launch a “direct
attack” on poverty. However the PAPs are designed to achieve broadbets of targets first,
guarantee of certain minimum standard of living to the poorestedawhen they lack other
viable means of sustenance. Second, they are geared to relax lca@sia constraints such as
poor infrastructure, limited or no access to credit by the poor tliogkeareas. This in the long
run enables the poor for better economic prospects. World Bank in 1898meé how the
government subsidies on the PAPs are distributed across the podreamontpoor groups in
society. The evidence from the studies showed that wage emplogmgrhimmes were by far
the most effective in reaching the poor, while the self emplaypnegrammes ranked second
with a relatively higher proportion of non poor beneficiaries. Publicibigton system fared the
worst according to the analysis in terms of both the money spetite programme and its

targeting the poorest clas&eited in Bhatt, 2004:209)

Even after the implementation of various welfare schemes peaphilh starving due to non —

availability of food grains in time and leading to get it rofteigodowns of Food Corporation of

® Poverty alleviation programmes in India: someéssand concerns ed. M.S. Bhatt
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India (FCI). Beginning of the century witnessed the starvatiothdaa India particularly in
Orissa, though there was enough food stock with the government and é@xp@sing food

grains, it was not reaching the poor.

The Public Distribution System (PDS) is the key element ofgahernment's food

securityprogramme,which is aninstrument to ensure the avapalolit certain essential
commodities at easily affordable prices especially for poer. The central government
throughFClprocures and stocks the food grains which get releasednewetly for distribution

through PDS network across the country. The additional commoditeesudar, edible oils and
kerosene, food grains, mainly rice and wheat are distributduetpublic via network of Fair
Price Shops (FPS). The system of procurement is also ys#éukebgovernment to provide
Minimum Support Prices (MSP) to farmers which is also usgtdbilize the farm output and

income.

The substantial increase in MSP effected over the yearsjdece necessary by the
government to keep up the production of food grains which led to an corregporateases in

the consumer prices in the PDS, which adversely affecting tr@etc access of the poor to
have foodgrain through PDS. This resulted the decline of food byirptwe states those with
highest incidence of poverty like Orissa, Bihar, Madhya PradedhJstar Pradesh whose per
capita PDS off take has been the lowest. It means thatkiéh existed till recently have not

serve the poor well, especially those in the poorer states. (Dev, 2008)



The withdrawl of Universal PDS to Target PDS just to keep kthiéer stocks shows the
discrepancy in the PDS system. As a result, this led the f@mosgo rot in the warehouses and
be exported.

Table 1.1 showingthe details of food exported by FCI inthe last ten years

Food grains issued to PSUs/Private parties for the export purposes
Quantity (lakh MT)

SI.No | Year Wheat Rice Total

1 2000-01 | 21.53| 0.47 22.00

2 2001-02 | 37.95| 24.69| 62.64

3 2002-03 | 73.91| 77.69] 151.6D

4 2003-04 | 71.74| 27.75| 99.49

5 2004-05 | 8.45 0.65 9.10

6 2005-06 | 0.00 0.00 0.00

7 2006-07 | 0.00 0.00 0.00

8 2007-08 | 0.00 0.00 0.00

9 2008-09 | 0.00 0.00 0.00

10 | 2009-10 | 0.00 0.00 0.00

Total 213.50 | 131.25 | 344.83

Sourcewww.fciweb.nic.in
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Table 1.1 illustrates the trends in the export of foodgrains aedssy the FCI in the last ten
years. From 2000-01 to 2003-04 the grains export increased from 22.00 lakh18T.60 lakh
MT in 2002-03 and decreased drastically to 9.10 lakh MT in 2004-05.This wpsribd when
there were starvation deaths reported in the country. As a tdsg@09-10 there was no export

of food grains.

The Food Corporation of India plays a vital role in providing the food tp¢ople through PDS
by procuring and distributing it through Fair Price Shops (RM#A®)a wide network of around 5
lakh FPS throughout the country The subsidy which is provided to the FCI for the
transportation and storage of the food grains is more than fifty thousames. The FCI depends
largely on Punjab, Haryana, Andhra Pradesh and Uttar Pradesh fandiagheat for its supply
to PDS. To streamline the inefficiency in procurement, the degireernment came up with a
new policy known as Decentralised Procurement Scheme (DPS). thislgrolicy the state
governments were encouraged to procure food grains for themaalyékse central government
will provide the assistance by which the procured grains wiih kiee state and to be used for its

welfare schemes rather than depending on the centre for allocation of the fosd grai

Change in procurement policy for the better market price to theefa was initiated by the then
NDA government which allowed the state governments to hiregéeceges for procurement of
food grains for which the expenses are shared. It authorizedateegstvernments to take
decision to procure paddy from the farmers on Minimum Support Vi) by the agencies
and directed the FCI to hire or procure paddy from farmers. Bart l@bjections were raised by

its own coalition partners (Telugu Desam Party &Akali Dalgl ahe opposition, but few states

"https://en.wikipedia.org/wiki/Public_distributionystem
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followed it. Orissa is one of the states which allowed the &l other state and private

agencies to procure paddy directly from the farfhers

Decentralized procurement scheme gives states a majonrptedurement at local level as the
procurement of foodgrains to the central government stock is througitatieerather than the
centre. The grains are procured at MSP declared by the goveranseming cost covering price
for the producing farmers and distribution of the foodgrains atdzffde prices to the needy

under privileged through PDS.

Performance of procurement of foodgrains by States under thentaised Procurement
Scheme was poor, as reported in the 2006 Report No. 16 on Performantcef Alanagement
of Food grains. Orissa the procurement of rice by the &aternment under DCP was 0.68
lakh MT (4.5 percent) and 1.49 MT (7.4 percent) against the total proente¢arget of 15.00
lakh MT for 2003-04 and 20.00 lakh MT for 2004-05 respectively for the StaspitBehe low
procurement, 86460MT (40 per cent of total procurement) was supplied tonsS@iad of

retaining this quantity for distribution within the State.

In the Andaman & Nicobar Islands, the procurement of rice during 28a8¥der DCP was only
247.65 MT of rice against the target of 12000 MT. Tamil Nadu and B&sgal continued to

depend on FCI for distribution of rice under PDS as procurement of pratligse States was up
to 50 percent of requirement for PDS, during the period 2002-05. Low pnoenteof

rice/paddy in Tamil Nadu was attributed to drought during 2002-04.

8 News related to procurement in various news paper
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In Chhattisgarh under the DPS procurement was much in excebe chpacity for custom
milling of paddy, due to the absence of a project plan for pro@amenstorage and custom
milling. Thus, the milling of paddy was delayed from 21 to 30 monthg;h resulted in excess
overhead expenditure by the State Government, mainly on account ekiraad loss due to

rotting’.

1.4The Conceptual Framework

The present work is based on a critical evaluation of the procureoiéy of food grains under
decentralized procurement scheme, which was implemented in setaeal in India. The main
objective of the scheme was to curtail the expenditure incurreitieogentral government in

maintaining buffer stocks and transporting the same within and outside the country.

This thesis draws on the conceptual framework of Right to Food in thaidmf public policy.
Policy is a vital task of planning a course of action; it candybal, written or an implied basic
guide to action. Policies are framed with the objectives to h@emented to secure and
improve the welfare of the population. Jain (1993) says that wetiagrammes are part of
national development, having their foundation in the Constitution which providasliges and
directions to welfare endeavors. Any success of social weffesgrammes depends on the
adequacy of administrative apparatus. Conrwall and Musembi (2004) evhpéasising the
rights based approach to public policy argue for a need based appr©aehthat focuses on
additional resources for delivery of services to the particulanps by making the process of

development more inclusive.

9Report No. 16 of 2006 Performance Audit of Managen® Food grains. Ministry of Consumer Affairs, deband Public Distribution,
Department of Food and Public
Distribution.http://www.icisa.cag.gov.in/performa®20audit/Performance%20Audit%20Reports/Perfornta20&udit%20on%20Manageme
nt%200f%20Foodgrains/introduction%20.pdf
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Policy can be successful if participation is involved, but sometim@seds intervention by the
judiciary to achieve the said objectives. In India rights based agpras worked well as it has
tried to ensure that government cannot neglect the basic rigte atizens like food, health,
education and livelihood issues. Through emerging as the one abthimg economics of the
world, India at same time is unable to eradicate hunger and ni@muvhich is linked to food
security issues. Policies related to Food Security are unable to meétallesnge. The DPS was
a policy to improve access to food security through better procurefiteatercome the subsidy
burden on the distribution of foodgrains, the new DPS policy was implechevere the states
have to procure food grains for consumption and the surplus is given te. dggrticulture is a
state subject but price policies are framed by the centne.d&centralized procurement scheme
under new food grains policy made an impact on the procuremensgriocte states where it
was implemented and impacted the food security system imetiffevays. The thesis draws on
the frameworks from public policy studies, particularly the RighFood and Food Security

debates in the Indian context to examine the performance of the DPS in Orissa

1.5Statement of the Problem

This study is broadly related to procurement policy of food grasng is one of the essential
inputs for food security. The various studies on hunger, poverty and foadtysdtave
discussed about the public distribution and other welfare schemes, their imapicatd failures,

but there was less focus on procurement policy that involves farmers, markgtsraminent.

Orissa is one amongthe states to implement the Decentr@®ipedrement Scheme (DPS) and

the results proved to be beneficial with the involvement of both public avetgpprocurement
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agencies in the procurement business. This private-public partnerstigh made a impact on
the procurement process in the state. The DPS scheme wayg taadmicourage the state in
their procurement process, and to minimize the role of the middle or agents between the
farmers and market.

The procurement process differs from one state to another apedie on the geographical
conditions. Orissa one of the most gifted states in terms tfrahaesources and water, but is
one of the least developed states in the country. Decentralipedr&ment Scheme was
implemented in 2003-04 and one need to look into the process of procuremertidroiet of
farmers, millers and the procurement agencies. The present stwady attempt to critically
review the Decentralised Procurement Scheme in Orissa throogbeastudy of two districts,

Bargarh in western and Bhadrak in eastern part of the state.

1.60bjective of the Study

The main objective of this study is to examine the implemematf theDecentralised
Procurement Scheme under procurement policy for foodgrainin Qrssseell as its impact on
the different stake holders. The thesis would like to argue tthaichieve Food Security;
procurement at MSP to farmers is a necessary pre-requisite.

Specific hypotheses which will be examined in this study are:

1. The decentralised procurement scheme under the Public PrivaterBaip PPP model
in spite of all its drawbacks may actually be a viable farimendly model. This was not
there earlier in the centralised procurement

2. The procurement under the decentralised procurement scheme was réanspal
farmer friendly

3. The millers in the state (Orissa) have an upper hand in cesatfatirocurement but
whereas under the decentralised their powers were neutralized
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4. Regional variations in the procurement process and pattern existdmetWest and
Coastal Orissa

1.7Study Area

The area for the above said research is Orissa. It is one pboher states in the country where
cases of starvation were reported. It thus provides a casedmirerg food security issues and
procurement. Orissa is one of the major paddy cultivating stdteswiadequate infrastructure
for procurement of paddy. Under the DPS the state allowedircexgencies to procure the
paddy for the central pool. At present there are both public anatg@procurement agencies in
the procurement process functioning under the guidelines of the governmer@RanFI also
hired private agencies, National Collateral Management Senliceged (NCMSL) and
National Bulk Handling Corporation (NBHC) for the procurement of paddyeiCagencies like
NAFED, MARKFED, PACs, Orissa Civil Supplies (OSCSC) and TD€&tc. Most of these
agencies including the millers procure the paddy from the farmekéSéh giving the farmer a
choice. The paddy which procured by these agencies are sdmrullers for milling and
then get delivered in the form of rice to FCI, two types of isceeceived by the FCI one is
LEVY(which is a compulsory percentage of the milled rice giventh®y millers) and other

CMR(Custom Milled Rice) by the agencies.

The thesis uses the term Orissa instead of the present nastea@diduring the period of the
study, the state was referred to as Orissa. To examingpbékses of the study two districts of
Orissa are chosen for detailed study. One is Bhadrak situmatbd eastern part and the other
one is Bargarh on the western part. These districts are casggEuddy is a major crop which is
cultivated in both these districts. Among these two districtsgdhran interior district has the

highest paddy cultivation in the state and the highest number of nite and with
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paddymovement restricted to other parts of the state. Bhad@kstal district has considerable
acreage under paddy cultivation but less number of rice mills ardriovement of the paddy
outside the district toother districts and state is allowed. &\thd agencies procuring paddy are
the same in these districts, these districts have differetitosh® of procurement. The whole

procurement process is monitored by the Regulated Market Committee (RNY&)district.

In both districts Bargarh and Bhadrak, private and public agenaigsijeted in procurement of

paddy along with the millers. The districts were divided iR to look into the functioning

of market yards and Mandis in the state. In Bargarh district tre three RMC divisions and
two RMC divisions in Bhadrak district. KrushakSangathan, a fasneeganisation has a strong
presence in Bargarh district, but there is an absence of suehnaer forganisation in Bhadrak.
FCI was allowed to hire private and government agencies to prpeadlidy from farmers, the

agencies started procuring paddy since 2004-05. These agencesllaered to procure in

selected districts where paddy is cultivated as a major ¢hgugh paddy is major crop
throughout the state, but the private agencies were limited to cemtgin districts and the
methods of procurement were different.

The study analyses the performance of the agencies inaCries the data available on

procurement in the state from 2004-05 to 2008-09.

1.8 Data Sour ces and M ethodology

This study is mainly based upon both the primary and secondaryesoufrimary sources
include the interaction and discussion with farmers, millers andad$f of the various agencies,
field visits to the market yards and purchase centers and olgséineirmethod of procurement

which is carried out in the market yards. Secondary sources @scludooks and articles
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andreports of the various agencies collected primarily byingstheir offices to get access to

annual reports, data on procurement of paddy by the agency, and the news papers.

1.9 Respondents

1.9.1 Farmers. The farmers are those who regularly sell their paddy aMinedisor Purchase
centers, which fall under the RMC jurisdiction. Most of the farmeis®o come to the
yards/centers have two farmer identity cards issued byctligtthorities that indicate them as a
marginal farmer in one tehsil and small farmer in other tehsil. Thisrie satwo districts as per
the records in the register of the agencies/millers. A hundredefs in total from both the
districts were approached for focus group discussion from those isitedvtheMandis and
purchase centers, by using convenient sampling method.

1.9.2 Millers: The millers selected were from those registered wittafiseciation of the millers
in each district, as these mills procure the paddy for themsealvesell as paddy from the
agencies for Custom Milled Rice (CMR) or milling by takimgling charges. The total mills in
Bargarh district were fifty nine and twenty one in Bhadrak andudiyig stratified sampling
method, six millers from Bargarh district and three millers from Bhadrakatiwere selected.
1.9.3 Agencies. The agencies involved in procuring paddy in the state include both private
(NCMSL, NBHC & Millers) and public (FCI, NAFED, MARKFED, ST,CTDCC, PACS and

Civil Supplies Department). Officials from some of the major agenciesinier@iewed.

1.10 Questionnaires

The farmers were approached by framing set of questions whlated to the procurement
process in the district and state. The questions posed wenelinggéheir knowledge on

procurement policy by the government and ongoing operations of paddyegmemt within the

18



district. Their views were sought on the procurement policy andaglemcies engaged in it
including the millers, and the facilities provided by the govemintowards procurement in the
district. Their responses gave a broad understanding of thengxssues regarding disposing

the paddy from the field to market yard.

The millers were approached with a set of questions to understaeind/iew on procurement
policy and the ongoing procurement under decentralised procurement scheme. Thenmais ai
to derive from the millers their point of view regarding currentcprement policy and issues
regarding implementation of the same. The agencies were apedosx know their role in
implementing the policy under decentralised procurement schermie, athievements and

problems regarding implementation of the same.

1.11 Limitations of the study

The present study is limited to only reviewing the procurement gsdoethe state of Orissa for
the period of 2006-2008. Individual interviews with farmers were not possilgdo language
problem. Also, the farmers were reluctant to provide informatidheswere uncomfortable to
answer in front of agents of millers. The millers were toceweluctant to talk the government
and agency officials and the MSP. Officials from agencies were diffwuterview for a length

of time as they were busy with procurement targets.

The study was unable to conduct in-depth interviews with most of dkehgilders and had to
compromise with focus group discussions and short interviews. Alsouthecsiuld not address
the politics of food security or provide a political economy perspean agriculture in Orissa

in more engaging ways.
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One drawback of the thesis is that the field work was done from-2008 and could not be
updated due to various reasons. As a result the findings of the stydyanelost some of their
relevance. This is a preliminary investigation on the procesotigment and it is hoped some

guestions raised will be picked up for more detailed analysis later.

1.12 Chapterisation

The study is divided into seven chapters.

Chapter-1 Introduction :gives basic background to the study, the @bgeind hypotheses and
the methodology of the study.

Chapter-2 Literature Review : includes a survey of seleatalitee on the policies in India
towards agriculture, Food Security Public Distribution SystenceA?plicies, Green Revolution,
and Decentralised Procurement System.

Chapter-3 Procurement policy of India: provides a brief history aheytrocurement policy for
food grains, methods of procurement in pre and post independent era.

Chapter-4 Institutional Procurement Agencies : discusses the tanper of the various
organizations dealing with procurement like FCI, CACP and other ConynBdards. The
chapter looks at services of procurement and distribution in the courgnywiorking methods
and reviews the functioning of these organisations.

Chapter-5 Paddy Procurement Process in Orissa: reviews thlmirgmment policy and
procurement by different procurement agencies in Orissa for thoal #904-05 to 2008-09. The
agencies involved in the state and their role were discussed altnghe target given and

achieved in paddy procurement.
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Chapter-6 Case study of paddy procurement in Bargarh and Bhddaicts of Orissa:

compares the procurement of paddy in Bargarh and Bhadrak diskmotggh the views of
different stakeholders involved — the farmers, millers, state agenciese@gencies.

Chapter-7 Conclusion: includes a summary of the major finding of thes thed raises some

guestions for future research agendas.
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CHAPTER-2

REVIEW OF LITERATURE

2.1 Food security Issues

India after independence, inherited serious food problems. Food grain pndegels were
low and the periodic scarcities caused by the droughts which frégunsdtl the threat of a
continuous famine. Problem was compounded by the persistence of taigepsverty,
unemployment and underemployment; simultaneously for poor the incamensufficient to
meet food needs. During the 1950s and 1960s, the government was able tizerégsels of
food grain production at an impressive rate mainly through the expanianeas under
cultivation. However, problem relating to available of food remaaletbst the same because
of incidence of poverty continued to be high despite the early sucdgslanned economic

development.

Referring to food security, Ahmed (1999) emphasizes that Indigisudtural output sometimes
falls short of demand. The green revolution howsoever was impressivetbsaticceeded in
making the country totally and permanently self—sufficient in foodalakkandi one of most
backward districts in Orissa, where famine like conditionstedti®or many years which in result
reported starvation deaths even though there was an availabiligodfi India. (Tajuddin,
2008) Further on hunger, Harsh Mander explains that the hunger survives farrtheof
individual men, women and children and sometimes entire tribal ibicdatmunities, subsisting
for long periods without sufficient food and they are forced to cut bactheir food intake,

sometimes by reducing by eating one meal a day or tddodgod or to eat tubers, grass and
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mango kernels to fill their stomachs or sometimes just to dristarch water, which given by
their neighbours to them in tight-fisted charity.

Governments, so far have tended to deny starvation and unsuccessi@ramnge malnutrition
levels of the poor. Before the intervention of the Supreme Court in 2001, themnmareréood
schemes, but were not guaranteed. These schemes could be withdradunced as there was
no obligation on the state that these schemes must cover all ity n@&ge intervention of
Supreme Court which directed the governments not to withdrawfahe food schemes,
and further directed that all the children in schools must be giverduited meals and the
children under age of six years as well as nursing and expeatémtmto be covered under the

supplementary feeding through ICDS and the vulnerable groups through PDS (Mander, 2009)

2.2 Food as Right

Over the last decade or so, a series of developments haveattamtion to the problem of food
security. These were the persistence of hunger in many patfte @buntry being juxtaposed
with food surpluses and stocks, which is by the adverse impact of ighilwal on agriculture
and rising food prices resulting in widespread food insecuritgglianreports on starvation
deaths, hunger and malnutrition and finally the intervention of Supreme Bourésponse to
public interest litigation(PIL). It shows that in the last fgwars awareness activism has
benefited by making this nutrition related schemes into legtleanents. As a consequence,
food security is emerging as a significant policy area foriputiervention and public demands
stressing a rights-based approach to ensure it. The central ithear@fht to food campaign that
started in 2001 is simply that the right to food is one of the basitoenic and social rights to

achieve substantive democracy, and without it the political deypds incomplete as it is
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directly linked to right to life, a fundamental human right enshrimetthé constitution. (Hasan,

2009)

The Right to Food played an important role in pioneering the renaissérteeonomic and
Social Rights during the last two decades. It is the firdhe Economic Social and Cultural
Rights (ESCR) got studied by the United Nations Human Rightei®ysin 1987 a report titled
“The Right to Food as a Human Right” became the starting paird &eries of investigations
into the rights contained in the International Covenant on Economic Social and Culgintsl Ri
(ICESCR)

Prior to the Right to Food petition by PUCL in 2001, there was ano#dms concerning
specifically on the right to food which went up to the Supreme Couwrtbaek in 1986. It was
the case of Kishen Pattnayak vs. State of Orissa. Théepetitwrote a letter to the Supreme
Court by bringing to the court’s notice that the extreme powartyie people in Kalahandi of
Orissa, where hundreds of people were dying due to starvation andl geale were forced to
sell their children. The letter prayed that the State Govemtrshould be directed to take
immediate steps in order to ameliorate this miserable conditiiregieople in Kalahandi. This
case was the first case specifically taking up the issustao¥ation and lack of food. (Rathi,
2007)

Article 21 of the Indian constitution, which provides a fundamental figHife and personal
liberty have been repeatedly interpreted by the Supreme Coemshgning within it the right to
food. Article 47, obliges the Indian state to raise the standanditafion of its people. Still
India continues to have the worst record. According to National fFatelth Survey (NFHS)
in 2006, were the malnutrition rate of India was 46% which is aldmsble that of sub-Saharan

Africa. In spite of being the world’s second fastest growicmnemy, it ranks 66among the 88
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countries in the Global Hunger Index (GHI), survey conducted by Irtenaa Food Policy
Research Institute (IFPRI) in 2005. India’s position is below than Sigeria and Cameroon

and slightly above Bangladesh,

Biraj Patnaik (2009) gives an insight into the rights based issilegagards to food security.
Focusing at the global level, there were a slew of legmiatacross the world in past few years
recognizing the right to food as a fundamental right and providedgstatantees. Referring to
South Africa, which was one among the first countries in the worlddlude the guarantee to
the right to food in its constitution through its bills of rights. the Brazilian constitution it
introduced as a minimum wage to meet basic needs including foodhelFum 2003 they
introduced the concept of social rights for every citizen, includgty to food. By 2006 they
established the set of institutions for monitoring the right to fawdler the frame work of
Brazil's Nutritional Security Framework Law (LOSAN). This the most lasting legacy of the
president Luiz Inacio Lula de Silva.

Article 16 of the Bolivian constitution explicitly states thawéry person has the right to water
and food. The state has the obligation to guarantee food security for all through, leesdtiuate
and sufficient food”. Apart from these there were countriesBéarus and Moldova too have
clear constitutional guarantees over the right to food. Whereadrgentina in 2003 and
Guatemala in 2005, are the first South American countries to intrdchroe work on laws on
food security, later followed by Ecuador in 2006 and Venezuela in 2008.

It is incorrect to say that in India there are no such laacksnon issues of food security. The
case of PUCL Vs. Union of India and others (2001), better known astRi§bbd Case. There

have been at least 60 orders over the last eight years thosgednasrthe longest continuing
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mandamus (a legal writ where the court orders a person or &ntity something) in the world

on right to food. (Patnaik, 2009)

The concept of food security has gradually evolved in recent deéamhe one relating to only

production to one which places equal emphasis on access. The natoddfn food security

was proposed by the ‘Science Academies Summit’ at Chennaiyit®@. According to them
food security means:

» Every individual should have an access to physical, economic and emgi@nment to

a balance diet which includes macro and micro nutrients, safe driniatey, sanitation

and environmental hygiene, primary healthcare and education, so ad toHealthy and

productive life.

It suggested that if India wishes to achieve food security asedefthen its agriculture has to
produce more food from the diminishing per capita arable land andiorigaater resources, as
well as to generate more livelihood opportunities and income to th@nfarfamilies and
landless agricultural labour. (Swaminathan, 1997)

2.3 Pricepolicies

India, from the beginning of its planned development, has pursued thefgeasuring food
security based on the principle of self sufficiency. Adopting @mpate policies and
improvements in technology initiatives, by which the growth ratedaa grain production has
been maintained higher than the population growth. It rouse from acutagehposition which
prevailed at the time of Independence. The increase in productiontieadeuntry that is in an
able to provide food from its own resources at present. This madilpdsecause of the efforts

of the Government of India (GOI) and the different State Governnreméspect of agricultural
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technology development and dissemination by build-up of the infrastructoieding the
irrigation facility, price policies and the Public Distribution &ys (PDS) were supported by

buffer stock policy (NABARD, 1997)

Sharma (1988) points out that the agricultural price policies aned ailistruments which
evolved in India in the context of shortages and excess demand wag \Ganikd War 1l period.
The Procurement and distribution of major food grains began and th®staaximum prices
were set for food grains but not enforced strictly. Assw@wsmeere given to the farmers that the
state would purchase food grains at fixed prices if the marlegspfell precipitously; whereas
till 1954 there was no sharp decline in food prices. On the basis tddbmmendations of the
Food Grain Prices Committee, which is also known as the Jha @@®mprovided the
foundation for a sound agricultural price policy. However, the agriculfure¢ policy in India

was more oriented toward consumer’s interests until the mid-seventies.

There are three main types of administered prices in Indiaisuéigral price policy these are
support price, procurement price and the issue price. The supporis@m@ounced generally at
sowing time, were the government agrees to buy all the grairedffer sale at this support
price, this price guarantees to the farmer that any eventessixe production, leading to a glut

in the market prices of his produce will not be allowed to fall below the stated price.

Procurement price is announce and fixed generally in the bagimhithe marketing season. It
represents the price at which the state agencies will procaire fgpm producers directly or at

the market. Depending upon the methods of procurement adoptedpéddeincluding
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compulsory levy. Issue prices are meant for government to eagais stocks from the "central
pool" usually concessional or subsidized for PDS, the issue priedswariably much higher

than the procurement prices. (Sharma, 1988)

The major underlying objective of the government’s price pafidp protect both producers and
consumers. Presently the food security system and price malieists of three instruments:
those are procurement prices/minimum support prices, buffer stockpuwblic distribution
system (PDS). In recent past there have been a concerns redhalingrease in global food
prices. On the other side the rise in crude oil prices had pactnon increase on agricultural
costs, the use of food crops for bio fuels also pushed up the demand ofcagh Itris noted
that 20% of the maize production in USA is used for bio fuels. 50% afrcaige in Brazil is
used for bio fuels and the European Union used 68% of its vegetapledhiction for bio fuels.
Such large usage of food crop use for food and feed are divertecefsr icreased the food
prices due to low output. The international prices for wheat, aiceé maize increased
significantly in last two years, in fact there was more th@0 per cent increase in some
commodities. This was a challenge for India. However, India has welhen protecting the
consumers from global food prices. The inflation in food grains was h@®0d6-07 but 4.7% in

2007-08. (Dev, 2008)

Jyoti Parikh and Chandrashekhar Singh (2007) argue that the inggoofaagricultural price
policy in India is made in the backdrop of food scarcity and priceuiticins those provoked by
natural calamities like drought and floods and also sometimes bintém@ational price for

exports and imports. The price policy in general is directed tsvansuring reasonable food
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prices for consumers by providing food grains through PDS, along witduting adoption of
the new technology for increasing yield by providing a price supp@thanism through

Minimum Support Price (MSP).

M Raghavan (2004) suggests that the agricultural price policgdeasdrawing serious attention
and referring to Rakshit (2003) who identified certain factors agcla) wrong method adopted
to fix MSPs without reference to international supply demand conditi (b) misplaced
emphasis on the provision of subsidies to a section of the producersthatihen alleviation of
hunger, and (c) ill-conceived move from universal to targeted publicbdistm system. The
corrective measures that he suggests include fixing MSPs sdpdaateach state, removal of
the deleterious effects of input subsidies through the imposition oféaedues, and adjustment
of buffer stocks to different crop cycle. Raghavan referringamain (1975) who talks that the
procurement price is more politics than economics. In recent, yeargpulsions of the coalition
politics have further distorted the farm price policy. Survival ofdbalition governments at the
centre depends crucially on the support of numerous smaller regiditelapgroups. Despite
the miniscule size of some of these political groups, whicliependent on the powerful rural
rich, but they are in a position to wreck the government at iamg. fThe method adopted by
coalition governments at the centre to flock these disparate grougihdo@nd continue in
power is to indiscriminately raise and implement the MSPs inetlaweas where they have
sizeable presence. The author explains how the role of politicstslithe economic logic of

procurement and price support programmes.
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Mohana Kumar (2006) following the reports of farmers’ suicides framous states in India,
particularly Kerala, Karnataka, Andhra Pradesh and Maharastes shat farmers’ distress has
become a major issue of our time. Even though both state and ceneahments initially tried
to sweep the crisis under the carpet, soon it blew into huge pamriorcing most
commentators to see it as fallout of the neo-liberal policiesupdr by the successive
governments since 1991. Referring to the price fall of primary cmgiitires for consecutive
years is viewed as a prelude to economic depression as it hadedcduring the 1920s. The
ongoing spate of farmers’ suicides is caused basically dweednomic distress rather than

psychological and social reasons.

In Kerala over the past one decade the agrarian crisis anddadistress are closely linked to
the neo-liberal policies. The impact of the policies are aswatbetween the crisis and distress
which is more in the state regions were a section of farthese heavily dependent on export-
oriented crops, such as coffee and pepper are the worst affectieesbypolices. Most of them
are the small farmers who found it extremely difficult to pagk the loans, which they took for
cultivating these crops when the prices of cash crops aregfalimless the plight of farmers are
addressed in terms of change in the macro-policies regulaxeg,tprices and imports, the
condition of the farmers cannot be improved on a sustainable basis.(Patnaik, 2002)

2.4 Public Distribution System

Kripa Shankar (2002) explains that if the poor have no money to purdakgrains from PDS

it loses its relevance for them. In the past there have baeatgia deaths not because no food

grains were available in the market but because those who di¢dredtion were penniless.
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Taking the example of the Great Bengal Famine of 1943 whererthllem people died bears

the testimony to this fact.

To banish starvation and poverty the strategy should be to provide mai@yment to the poor
in the village itself or near about in public works programme. HRogumn water conservation
schemes like construction of ponds, check dams and other water haregstatgres. Because
of the fast receding groundwater table and frequent droughts whichbhawght the issue of
water management to the fore and all the resources should be dieeh@chessing rain water
and its conservation in the first instance. Highly labour intensct&vity which can be
undertaken in every village which will provide enough employment to thalleaslabour with
little possibility of leakages and thus can prove to be the most productive actifatyaasraising

the income of the poor is concerned.

Commenting on PDS which does not directly create any job for thetpaaise their income
and availability of food grains in the fair price shop does not mednitthall automatically
reach their hearth and homes. PDS is only a corollary of publicy@oent of wheat and rice.
The government procures nearly one-third of wheat and one-fourtiteofproduced in the
country with a view that their prices should not fall. Thus the procurement is notimetest of
poor. Author explains that the procurement does not even help thexdacommunity as a
whole because it is only the big farmers in Punjab, Haryana and Andhra Pradesh whofaccount
the bulk of the procurement. Big farmers in Punjab account for h#ileofvheat procured in the

country and big farmers of Andhra Pradesh and Punjab together acconearigrthree-fourths
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of the rice that is procured. Food grain traders have also emasggainers who purchase rice

and wheat from villagers at low price and sell the same to procurement agéha@eaprices.

Food grains procured is distributed to BPL households and APL housdirolgight a network
of FPS numbering nearly five lakh in the country. Kripa Shar2@02) argues that the heavy
subsidy which is given to the FCI for the maintain of food stock wgasteful expenditure, he
suggests, it would be better that the money which is subsidies dtwaltbcated for the water
conservation and watershed development programmes which can provide felaslycs0 lakh
persons and the Old persons from poorest households particularly wshroeld be fully
covered under national old age pension scheme. By which it can ré@amegoing Antyodaya

and Annapurna Scheme under PDS which is meant for the poorest households.

Dohrmann (2007) asserts that the right to food is much-debated issuwedays throughout the
world. Here the researcher is trying to explain about the diswtion towards the Dalits
regarding their rights over food. The concept of right to fodddin is through its constitution,
its legislation and through Supreme Court decisions, which gave theéebtdagal meaning of
this indispensable human right. Practically the debatable pohleiesh have led to the
accumulation of food stocks, while at the same time most of thenmdeshed in the world live

in India is the another aspect which worsen the situation of the reddscrimination against

!Kripa shanker in his article on “Starvation DeathsUP and PDS” Explaining about how the corruptie
prevailing in the functioning of PDS system in UR@W Pradesh), and suggesting that PDS underdhemes
should be removed and covered under one schemerewe poor will get money to buy at the fair preghop
giving an example of the Antyodya Programme.( Urfslgtyodya programme one crore persons have beared
who get wheat at Rs 2 per kg and rice at Rs 3 gethle subsidy amount of Antyodya programme is R@ crore.
If these people are brought under old age pensibarse each one can get a monthly pension of R®@06f this
subsidy amount. This will be a much more effectingy of protecting the poor as compared to the almosetioned
schemes)
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certain sections of society, particularly the Dalits. Who haviace problems when trying to
avail government schemes such as the “mid-day meal schentieg¢ DS, the discrimination

against Dalits varies from region to region. Even though ted feamework and the means of
producing sufficient food may be available, by this it doesn’tamtbat food is actually secured
for everyone. It requires the political and societal will of Wiagious stakeholders to overcome

the discriminatory situation in order to give the right to food a real meaning.

If food security is a priority, then food grains should remain ah#sl of the agenda for policy,
Qadeer & Priyadarshi (2005) argue that the nutritional problentiseomarginalized are to be
addressed. Due to decline in pulses production, the nutrition basecdcihesame into focus
looking towards the nutrition related diseases. Their argument tightgohysical activity in
India has gone down , it is well known fact that the introductionedrgrevolution technology,
by increasing the number of crops, raised physical activitydefeagricultural labours initially.
To overcome nutritional problems for those who are not into the physit®ity there are
promotions for the packaged health food in the markets. This however helgmtihnéo save
itself from the embarrassment of not providing sufficient quantdfefod grains through the

PDS.

Altaf khan (2004) points out that the most of the benefits of the eedleiemes were harvested
by vested interests in Orissa. In many cases the works octsrojguld not start because of the

guarrels between contractors. There are several such instances of npisapnan works done

“Studies conducted by the Indian Institute of D&titdies. This highlighted the specific discrimipatiof dalits and
concluding that the Right to Food, Food Securitgt &iscrimination are closely knit and interrelaisdues which
require constant vigilance by the government, tiaeholders and matter related NGOs. Whereas tpht Rb
Food, which is universally accepted as one of thaeb Rights

33



under Calamity Relief Fund (CRF) and Food for Work (FFW) prograsnin 2000-01. The
beneficiaries were misidentified, secondly that there was nivy@osorrelation between the
requirements of tribals and welfare schemes of the governP@nting out the issues of tribals
that no projects had been launched for them to generate incomerlyegulavhich they were
bound to do the unproductive activity by mortgaging of crops and landurdsaof these
programmes and policies are due to lack of awareness and iriigrés¢ officials and the
authorities. (Bhatt 2004:448)

2.5 Minimum Support Price

The system of Minimum Support Prices (MSP) started in Indideénniid-1960s to create a
favorable incentive environment for the adoption of high-yielding variét#&d/) of wheat and
rice. It seems to possess vast potential for raising food gradugion. The impact of this
policy helped the country from a situation of massive shortages togenas grain surplus
country, and also attained food security at national level. A strarg tvas created for grain
production for meeting its demand in the medium term; the Pricbasi¢ food have remained
relatively stable. This policy laid a positive impact on fanmoime by economic transformation
in well-endowed but mainly in irrigated regions. However, there avasdverse effect of this
policy which was highly favorable to the two crops rice and whe&hus resulted a shift of
good quality of land and other resources for the cultivation of theserops, less importance
was given to pulses, oilseeds and other crops. This created a satalence in demand and
supply of several other agricultural commodities in the country. cbuetry is holding more
than one-fourth of its annual production of rice and wheat in public sleane hand, and on
the other every fifth Indian is underfed even by the standardrofum calorie requirement for

a healthy and active life. (Chand, 2003)

% Poverty alleviation in Orissa , ed. .M.S. Bhatt
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Ramesh Chand (2009) draws attention to the role of CACP and nutrienbfélie masses by
implementing of MSPs over a period of time from 1980s, when thasea review and change
in policy of MSP through the new body which was renamed from tharex{gtgricultural Price

Commission to Commission on Agricultural Costs and Prices).The pesyreviewed in 1986,

after changing the name of the commission, though the changemna and reference of this
commission could not help much to promote the balanced production pattesrshift in area

towards rice and wheat became more pronounced after 1980s mainty atheantages of MSP
for these two crops. It is also noted that during the period from 1999)Z2100-01 there was no
increase in per person cereal production, and the entire in@nesteeks resulted from decline
in per capita cereal consumption caused by the steep incregse&es of cereals. Chand
criticized the system of implementing of MSP and how it is Ugihgy the purpose of promoting
food security for which it is meant and is causing an adverpadnon the nutrition of the

masses, by diverting cereals from consumption to government warehouses.

On wheat market and the role of MSP and difference between tReadd& procurement price,
Chand explains that the procurement price was abolished long ago andgtheernments
presently procure food grains only at MSP. He indicated that B¢ 8&rves two purposes one
as a check against the price falling below a floor, and two inge¢te procurement target
determined by the government. The government purchases a sigrgfi@antity of wheat in the
harvest season, where the MSP has a very strong influence @pethenarket price, not only at

the time of harvest season but throughout the year. Therefore, theoMS®eat strongly
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influences the scale of operations of the private sector in thkethd@he common perception

about the MSP is that it is fixed and based on the level of cost of production.

Kirit S Parikh, et al (2003) point out that the government, through Emwdoration of India

(FCI) buys up whatever is offered at procurement prices emgsthat the harvest price for a
particular commodity does not fall below its procurement priceded the pressure from the
farm lobby the prices are set high. At these prices, whatefarmproduce, consumers do not

demand for want of adequate purchasing power.

The procurement prices are set by the government on the rexwations of the Committee on
Agricultural Costs and Prices (CACP). The CACP’s recommendatomdased on costs of
cultivation and adequate return to farmers. High procurement pries tfie farmer an incentive
to produce more, for which they have to use more fertilisersci@ase yield. But the higher
price may also reduce a demand to support a price where itheaBEI| have to procure more,
to increase the stocks further. The government finances theoadaitihe stock by cutting some
other expenditure. The researchers found that cut in investmegricnlure were less would

be invested in this sector by which the consumers those paiiqutenr may be hurt. The poor
consisting of landless labour, small and marginal farmers &neunehasers of food. They were
able to buy less food even when one accounts for increase inratagiat may follow higher

procurement price. In order to appreciate better the consequencpsoctieement price hike, it

would be instructive to analyze the exact quantitative impactpoica hike on the growth and

welfare of producers and consumers.(Parikh et.al 2003)
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Higher minimum support prices reduce demand and lead to larger,stbgksthe minimum

support prices at levels much above market clearing prices areesotible. One should
emphasize here that the adverse impact of increases in M8Rtexd to the level of MSP to
begin with. Only when the increase pushes up prices above the mkm&eng prices, the
problems arise. Thus we conclude that government should announce minimum puppsrt
that remain below the market clearing prices in a normal or Im@a. In an exceptionally
bumper year the market clearing prices would be lower than the andoM@Es. This,

however, is fine as in such years the farmers need support which should be frovided

Vivek Kumar Dhand et al.,(2008) argues that majority of fasnaee from the medium and
low income groups. These farmers sell out their produce immedadtelyproduction, as these
farmers do not have adequate storage facilities to store the produce and threymeqey at the
earliest to repay their loans taken for cultivation. Based owthakness, market forces often try
to exploit them, by not procuring immediately and when therer@is quantity in the market
then these farmers are forced to sell at lower rates. 088 as the produce is transferred to
middle-men from farmers, scarcity is created by storingptiogluce for later use making the
rates rise high. To overcome this sort of situation of farferggovernment gave support to

them through MSP.

*Kirit parekh and his team explained how the inceemsMSP on wheat and rice leads to overall dedghin&DP.

The researchers attempt to investigate the ropeculation in driving crude oil price variationieafcontrolling for

other influencing factors. They also attempted targify the extent to which volatility in the crudé market

transmits into agricultural commodity markets, esaity in the corn and wheat markets. They hypditeethat the
linkage between these markets has tightened angbthglity has spilled over from crude oil to coand wheat. The
large-scale corn ethanol production has affectetagural commodity price formation.

® |ess physical activity of the human being (laboad) them with inadequate food and the depended oketriar
the food which made them prone to the nutritidesél diseases. The National Nutrition MonitoriBgreau data
had shown a decline in energy consumption in ttee1870s and 1980s. Further they also argue teadehline in
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Singh and Kalra(2002) describe the paddy cultivation in Punjab, fiowstizero to hero in
one decade in 1970s, and environmental and ecological implications sslatimg yields and
water table for the next two decades. While maintaining asistof continuously increasing
production, accounting for one-third of the state’s food grain production andbcoing
significantly to the country’s food security system, it ha® dleen acquiring the characteristics
of a villain by exploiting natural resources thereby threatgrihe very sustainability. As
percent of net area sown, the area under rice increased 8srthéan 10 per cent in 1970-71, to
28 per cent in 1980-81, to 48 per cent in 1990-91 and to 59 per cent in 1998-9%ett ofs
variety wise yields, it is observed that the newer varietiesbatter yields. The fields where
newer varieties are grown also received more fertiliser @gipn. It raises an important issue
because the Farmers give importance to the management inputddotiteenewer varieties and
alternatively the scientists have developed new varieties varehmore responsive to higher
doses over time. It was also observed that the indiscriminatefusater on rice was of no
significance per seThis raises the issue that irrigation may be related wtibrotariables that
need to be scrutinized to find out how to advise farmers to avoid indisate use of water on

rice.

the production of pulses also made an impact omtitétional level of the people. Here we can et though this
paper argues on the nutritional level decline dule$s production of pulses crop Ramesh Chan@j286o argues
on the same that the importance for the two majopsand the rise of MSP for this two crops andewing the

other crops will reduce the nutritional level oétimnasses
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2.6 Green Revolution
Paroda (2000) has broadly classified the agricultural policdasbffive decades under three

phases

> In the Pre green revolution phase: It withessed several agraffiamns, institutional
changes in development of major irrigation projects (which includéititeest dam and
longest man made canal in the world) and the establishment of ingieidrendustries
such as fertilizer plants. Despite these major initiatittesre were severe food crisis in
the early 60s which made the policy makers to realise thatnooo food import at
heavy cost would result the instability and may not be sustainalibe then prime
minister of India Mrs. Indira Gandhi gave a call for quick breakthraunghagriculture
production. She also laid emphasis on better support for research amhopoherd
(R&D) in agriculture and strengthened the institutional and humsources to meet the

challenge of food security.

» Green revolution phase: the government took the bold decision tofgotime import
and spread of high yielding varieties seeds of wheat and rice which involvecetigvat
use of fertiliser and irrigation. This strategy produced queskilts and India witnessed
green revolution the biggest achievement. This lead to attainmeetfafufficiency in
food grains. Agrarian reforms during this period however took back wséde
agricultural research, education, extension, input supply, credit, nmaylggice support
procurement, buffer stocking and public distribution system weraniie thrusts of
policy. Nationalisation of commercial banks during this period fatdd an easy credit

to priority sectors like agriculture.
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» Post-green revolution phase: in this phase policy changes bedam @arty 80swhile
there was a clear change in economic policy towards de ilngeaad deregulate on the
industrial sector, agricultural policy lacked direction. In this phlasegricultural growth
accompanied by increase in real incomes, led to the emergemnterest groups and
lobbies which started influencing farm policy in the country. Thalreconomy started
witnessed a process of diversification in agriculture, which edutt fast growth in non-

food grain output such as milk, meat, poultry, fruits, vegetables and fishery.

The next phase in change in policies in agriculture began in thel80s. This was a stage
where Indian agriculture moved to a constraint regime, which the gougisrnot been used to

historically earlier. The fatigue of the Green Revolution started becorsitde.

According to Peter Rosset (1998) the Green Revolution or any otlagegst to boost food
production to alleviate hunger and this depends upon the economic, politicaljlamdl rules
that people makes. These rules determine who benefits as arsophiezincreased production,
whose land and crop prosper and for whose profit (who benefits as a comsuheincreased
production - who gets the food and at what price). Again he arguethéhpbor pay more and
get less describing it that the poor farmers can't affotoutofertilizer and other inputs in big
volumes where as the big farmers get discounts for large paxha&o0, the poor farmers can't
hold out for the best price for their crops, unlike the rich fasmdrose circumstances are far
less desperate. On irrigation facilities he argues thatahal irrigation system favors those
near the top of the flow but Tube wells often promoted by developmentiegdacored the
bigger operators. Government-subsidized credit overwhelmingly betiedi big farmers. Most

of all, the poor can't command the subsidies and other government favors accruingchs the
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By the Green Revolution farming becomes a petro-dependent, H¥€UsSe produce higher
yields which require the right amounts of chemical fertilizestipgles, and water. In India, by
adoption of the new seeds has been accompanied by a six fold festlizer use per acre. Yet
the quantity of agricultural production per ton of fertilizeedign India dropped by two-thirds
during the Green Revolution years. In fact, over the past thirtys @ annual growth of

fertilizer use on Asian rice has been three to forty times faster thgnavéh of rice yields.

Mahendra Dev (2007) criticizes the budgetary allocation on agricéaater where less budget
allocation is given for the agricultural research and developmeskaga. The agriculture
“package” reveals that the approach seems to be incrematitat than a comprehensive and
holistic strategy for reviving agriculture. In other words,réhes no “new deal” for the farm
sector in the budget. The approach seems to be to canvas itagianlture budget” and to sell
it politically without substance. Further suggesting that the prégpgbauld have been in tune
with the 11th Plan goal of achieving 4 per cent growth in agueland there should be
consideration of recommendations made by National Commission on Barniée crucial
sources for growth of agriculture are land and water managem&maliogy and cropping
pattern shifts in terms of diversification to high value cropd ié&s allied activities. The supply
side factors are proper input supplies like (seeds, fertiligéc$, credit, remunerative prices,
marketing and institutions for better delivery systems. Somstaté institutions for delivery
systems have collapsed over a time. There are no such regulafiche private sector
institutions, as a result farmers are suffering regarding isppplies, knowledge gaps on

technology and marketirfy.

®Mahendra Dev (Chairman CACP) Commenting on the bug@07, byFinance minister P Chidambaram.
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Archana S Mathur et al.,, (2006) highlighted the role of public invesfge/ernment
expenditure on agriculture by analyzing all India level and stade-data. This is the crucial
determinant in stepping up the rate of growth in agricultural productibime other factors those
needed for higher agricultural growth are fertiliser usage agnctultural prices. Explaining
about agriculture, which is the core livelihood source for a significant gropaf population in
the rural areas of developing countries. At present the seatas fthe largest brunt of
underemployment, unemployment and poverty. Capacity increase in teicpive of
agriculture through higher productivity has been an important goal in developingesunbDue
to the limited scope for the expansion of arable land, there ischtaencrease yields, for which
development and infrastructure with appropriate investments in cbsaad extension services
could benefit. Some of these issues are very relevant for a cdilketipdia where agriculture
still continues to be a core sector of the economy where over 6@%opafpulation is dependent

for their livelihood.

The author explained the reasons for the decline in growth of tleultgne sector consistently
since 1990 compared to the 1980s. It was 4 % per annum during the 1980svenage, a
which came down to 3.2 % during the 1990s and 2 % in the last few. yBais was
accompanied with recent decline in yields per hectare for a nushbmod crops. There are vast
inter-state differences in growth rate of agriculture and ewere so for food grains. The
analysis at the all-India level for the period 1990-91 to 2003-04 sugthedtgovernment

expenditure in agriculture, including public investment and subsidyfeiditiser usage and
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electricity consumption for agriculture are the main factofscéihg agricultural production in
India(Exogenous variables like rainfall and population are also imppAgncultural prices are
positively (and significantly) related showing that the supplyavigss demand side is the
dominant factor for agricultural output. This is expected to have gregpact on value of food

grains production and consequent implications for food security.

There are numerous studies done on food security, but most of the stlaMarsontributed
much to the area of Food Security, from the view point of economiterrthan the social
concerns. Most of the policies which are implemented by the goversitemards providing
food security have been criticized by the various scholars invloeks. Some scholars feel that
the work done on procurement policy is only focusing on the rise of 8f8lFits impact, by
keeping in view the urban masses and rich farmers, who oftergeltae cropping pattern
according to the MSP of the crop. If the roles of procuremesriags are not emphasized, how
will the procurement policies have an impact on farmers, then how daldress food security
concerns?

2.7 Decentralized procurement scheme

The concept of Decentralised procurement scheme is to bring dowalisiely on the food bills.
Jos Mooij (1999) argues that there was several occasions weterttral government raised the
PDS retail prices in the first half 1990s, the government never dmesi to bring down
procurement prices, which later became the problem, as theedifeebetween PDS food grains
and open market food grains prices were came down by which tivegnglss of consumers to

buy PDS commodities decreased subsequently. Though procurement contynuiitHthere

"Here the researchers explain about the role ofeamd state investments in the agriculture analliesd sectors to
achieve the 4% growth rate per annum as one thermainponent in eleventh plan
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were unpredicted high stock level to the subsidy bill. This fufdte the government to decide

to introduce targeting and to transform the universal PDS into a TPDS.

Though, India ranks among top 10 countries in production of various foodardpommercial
crops, the sole importance is given to only few crops like wheat iaadthre two essential
commodities distributed through PDS. The monopoly of FCI to procure foodsdi@ the
government made it an important agency in ensuring food securtg. bdrden on the transport
of food grains (most of the movement is done from Andhra Pradesh, Punjghnéland Uttar
Pradesh) and storage made the government make huge subsidies on fooslhychiase meant
for the distribution under various government schemes.

Figure 2.1 shows the marked portions -the states Andhra Pradesh, PuarjgdnaHand Uttar
Pradesh - from where the government buys and transports the #osd @r rest of the country
for public distribution system.

Fig 2.1 Showing Surplus Food grain Regions

Sourceiwww.google.co.in/images?=india+map
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Food grains procurement is handled primarily through the FCI, in aseacwith the State
Governments and their procurement agencies. The FCI co-ordinatésmdtions through a
country-wide network with its Headquarters at New Delhi and Hemal Offices where it
divided the operations along with 23 Regional Offices, one Port Qifice having 165 Area
[District Offices. The procured food grains are transferrecdbbstrplus states to deficit states
for storage and eventual distribution. With an objective of redube@ver-dependence of the
State Governments on the FCI for TPDS and for reducing transportaists by ensuring a
availability of locally produced food grains, the Government introduced (199788
Decentralised Procurement (DCP) scheme for food grains. Undesctiesne, the States/ UTs,
themselves procure food grains and retain the quantity required fd8 &R@® surrender the rest
to FCI for the Central Pool. The subsidy is provided by the Gowarhwf India to the State

Governments, instead of FCI. (Ministry of Agriculture, 2006)

The NDA government took the initiative to start the Decentral®®turement Scheme (DPS)

to reduce the burden of subsidy given to FCI. It was the themeRMinister, Mr Atal Bihari
Vajpayee's call to State Governments for adopting the systedeaantralised, State- level
procurement and distribution of food grains which met a lukewarm responbe Prime
Minister noted that FCI presently is saddled with over Rs 50,000 crores worth of surplus food
grains in its godowns, and the cost of centralised procurement, estangigdistribution is
‘unacceptably high' and suggested for “better alternatives'.saging “As a first step, we
propose to restructure the FCI. The Budget has unveiled a newnsysttecentralised, State-
level procurement and distribution, instead of providing subsidised food gramgiie Central

pool. financial assistance will be provided to those State Governmédrdsenables to procure
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and distribute food grains to below poverty line families at subsid&stes,” (The Hindu, New

Delhi, 2001online edition)

The opposition was from its own allies, the Chief Minister, MikBsh Singh Badal of Punjab
at the Chief Ministers' Conference on ‘WTO Agreement on Agucelland Food Management’
2001, said that “We are in favor of continuing with the presenemsyst procurement through
the Food Corporation of India (FCI) which is functioning smoothly. Teeethe concept of
decentralised food procurement and distribution is both impracticalnaddisable,” (Bureau,

The Hindu, New Delhi, May 21, 2001, online edition)

The views of Mr Badal's found a strong support from the Mr.Chanatzu BNaidu, Chief
Minister of Andhra Pradesh, who also termed the decentralised prantreystem as being
‘flawed’ Mr. Naidu said that the MSP of food grains isdixy the Centre and the procurement
responsibility too logically rest with them. He felt that #maphasis today should be more on

increasing FCI's efficiency rather on decentralising procurement antutisin operations

Not only the states who contribute more than 60-70% of food grainsiti@iceool opposed this
scheme, but also the states which depend on central pool, Mr. A.K. Atiterthen Chief
Minister of Kerala noted that the decentralised systemaafupement and distribution entailed
the deficit states procuring their foodgrain directly from seplus states. He said that the
Centre is avoiding responsibility and passing on the buck. The VéegiaBFinance Minister,
Dr Asim Dasgupta, too demanded that no decision shall be taken onamithgrthe existing

centralised system of procurement and distribution until the HiglelL@ommittee on Long-
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term Grain Management under Prof Abijit Sen submits its re@ther states, including Orissa
and Karnataka, rejected the proposed system on the grounds that they in&d the required
financial resources nor infrastructure to procure, store and tdbdtstfood grains on their own.

(The Hindu Business online, 22/5/2001)

The performance of PDS in the VIII Five Year Plan period 19B2nd the two years of IX
Plan i.e. 1997-99 was reviewed by audit in between May and Septe@@%erahd the findings
were included in Report No. 3 of 2000 of the C&AG of India in March 1999pruUni
Government (Civil). The main audit findings and action taken by thesiynare summarized in
the Table 2.1

Table: 2.1 Action taken on the audit findings on PDS

Audit Findings Action taken |
1. The procurement was inefficieftl.The Decentralized Procurement Scheme was stremeyt
leading to high cost. by inclusion of more states under the scheme taaedhe
cost impact of subsidy

2. Impact of subsidy on sugar wp®. The distribution of sugar to APL families hadehsd

large. discontinued to reduce the impact
3. The coverage of BPL population wp8. With effect from December 2000, the number ofLHP
inadequate. families had been increased by shifting the basehef

population to the projections of the Registrar Gahas on
1.3.2000 instead of the earlier population progwti of
1995,

4. There was need for increasgd. (i) The allocation to the BPL families had besdwubled
allocation and off take of PDpBfrom 10 kg to 20 kg per family per month which wagher
commodities in view of largefincreased to 25 per kg and thereafter to 35 per kg
guantities being procured. (i) To address the needs of the poorest of the feoilies
in the country, the Government launched Antyodayma}
Yojana (AAY), which provided 25kg of food grainsrp
family per month at highly subsidized prices of Rger kg
for wheat and Rs. 3 per kg for rice.

5. Non-assurance of micro level fopdb. The Government had launched the Antyodaya Anna
security as well as nutritional security] Yojana Scheme targeted towards the poorest of tloeep
and needy sections of society.

[¢)

6. There were undue financial benefjts. The old scheme was discontinued.
to millers.
7. Distribution network of Fair Price7. The Ministry had forwarded the findings of theport to
Shops suffered from operationathe State Governments for remedial action.

deficiencies.

SOUrC@&Jinistry of Consumer Affairs, Food and Public Distrtion, 2006
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Table2.1 explains the actions taken by the government aftergbd mn Eighth five year plan

and first two years of Ninth five year plan. Here we can see that procursngérgn priority.

Brinda Karat(2007) commenting on this DPS policy refers to tiperte from the various
newspapers, stating that a threaten attitude of the Cgatratnment spokespersons to some
of state governments that the central supplies of the PDSitatidies would be cut off if they
fail to procure enough wheat from their states for the ceptral. She further argues that the
central government who initiated the changes in the relevantak to encourage private
procurement agencies and have even asked state governments to fdllowvguesort to this
kind of blackmailing it only shows up the utter bankruptcy of the poteelf. In fact the FCI
under instructions from the ministry has already started outsmuitsi own task of procurement
to private companies. She concludes that it is absolutely esdentila¢ central government to
reverse these policies and check the trend of low official peowemt while protecting farmers’

interest$

Vandana Shiva (2002) argues that World Bank and WTO driven policiebeofceéntral

government are the policies of corporatization of India’s food and udignie system. The
dismantling of PDS and the sudden withdrawal of FCI from procuremghbut any support to
states and without a transition time to create alternativedgofmd security, is a recipe for
corporation control, not ‘decentralisation’, further criticising thentcal government that it
knows that states are in no position, either in terms of finamesdurces or in terms of

infrastructure to take over food procurement. The central governmenbthgsen any interim

®Brinda karat arguing that this policy has involtbd private companies to procure for the fci whitsklf shows
the inefficiency in the government policy whichnist in interest to protect the farming community
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subsidy or time to the states to develop such resources ortrundtase. (Vandana Shiva

2002:468)

Since its operation in 1997 the decentralized procurement scheme, badscheme the
designated state procures, stores and also issue food grains ub& a3 Per allotments. The
difference between the economic cost of the State Governmahtthe Central Issue Price is
passed on to the State Governments as subsidy. This schemeapdreliping to cover more
farmers under the MSP operations had the merit of economizitigatisport and administrative
costs which involved in procurement and distribution operations. Furthesctiesne helps in
minimizing the dependence of State Governments on FCI for PDS eemuits thus reducing
the complaints about quality. As the consuming States they thewsek the custodians of the

procured food grains.

However, this scheme evoked a limited response from the State @adsn The total food
grains in the initial year the states agencies procuredtanely 33 percent of rice and 13 percent
wheat. Whereas 58percent of total rice and 80 percent of total whegirocured by the FCI,
presently the State Governments of West Bengal, Madhya PrademhPtadesh, Chhattisgarh,
Uttaranchal and Tamil Nadu are implementing this decentratiseme in a limited way. The
other states like Assam, Nagaland and the Union Territory of Anmd&mdicobar Islands have

also evinced interest in this scheme.

The State Governments major concerns were broadly related fioaheing of operations and

reimbursement of expenses and release of subsidy by the |IG8atrernment. These major
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issues relating to the reimbursement of expenses and releasédsifly have been largely
addressed through a process of consultation of the stakeholdersneanéan the request of the
States, the issues relating to valuation norms have been takethupenrRBI. The decentralized
procurement scheme is ongoing at present, in the states oBéfesl, Uttar Pradesh, Madhya
Pradesh, Chhattisgarh, Uttarakhand, Gujarat, Orissa, Tamil Nadu, aod Warritory of

Andaman & Nicobar Islands, Karnataka and Kerala. There wasoadrerocurement of 10.9
million tonnes of rice under this scheme by these StateshariKMarketing Season (KMS)

2005-06(Parikh and Singh, 2007)

2.8 Summary

From the overall literature survey it is observed that the majguments were on the
government initiatives towards welfare polices and right to fggaaach which is traced back
to Bengal famine and the mid 60s foreign aid. The governmentiesab setup organizations
for betterment of Indian agriculture to attain food security e&edimmough the Green revolution
helped the country to attain self sufficiency in food and therebyetieip food security. But
many researchers argue that the Green revolution also incréiapedgities among the states,
with poorer states left out. The literature review also disduse impact of economic reforms
on agriculture.
Some of the key arguments of the various scholars reviewed isebi®n are summarized
briefly.
1. Ahmed, Mander, and Hassan want the government to be more efficigmviding
basic rights of food and argue for monitoring by Supreme court toreerisod
security. They are critical of the food policies and insist beitdicies would have

saved the lives of poor who died of starvation
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. Patnaik and Mahendra Dev emphasise the rising prices and the govematdity
to provide enough budget for agriculture. They point to the global increasié in

prices leading to food riots in most countries.

. Kripashanker, Dohrmann and Qadeer demand a continuation of the PDS, though

there is corruption, and distribution to some sections were not fully covered.

. Shiva, Mooij and Swaminathan emphasise that the impact of lim@tisvas much
more on the PDS which has to be addressed not by targeting R®Balfo suggest
that FCI should not be involved in procurement business; rather it has ito be

distribution.

. Vandana Shiva and Bindra Karat criticise the policy of encougagiivate sector in
procurement, which the states implemented in a hurry without providingraper

infrastructure and guidelines.
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CHAPTER -3
PROCUREMENT POLICY OF FOOD GRAINS

3.1 Introduction

Government interventions in food grain market in India began in a bignvaid-60s. It meant
to create a favorable incentive environment to adoption of new tegydlased on high
yielding varieties of wheat and rice, which possess with vastnpat for raising grain
production. When facing with a severe shortage of food grains the clemolegy provided a
ray of hope to tackle the problems by adopting the new technololgyugat of non-conventional
inputs and investments by the farmers. This made necessagate arstable environment for
farmers by adopting the new seeds with assurance that thesméneproduction benefits the
consumers. Several measures were taken and initiated to adteetvert objective of raising

food production and improving the food availability. These measures include:

» By giving price assurance to producers under the system of Mimiupport Price

implemented through obligatory procurement.

» There should be a Inter and intra-year price stability through open markdimysead

» Maintaining of buffer stocks, and Distribution of the food grains asamable prices

through public distribution system (PDS)

Prices of agricultural commodities are important from the pddingle because agricultural
development is one of the important goals for developing countries.cuigral commodities

are all land based in a more intimate sense than other coti@aod?roduction in agriculture is
subject to vagaries of climate. Since production is biologicahiare, output in agriculture is

generally seasonal. Because of given production jags, and bidlogizae of production,



producers cannot control or shift production quickly when an increase aadecin demand
occurs. Under natural conditions in a poor economy instability would implertainty

regarding production and prices.

Procurement of food grains from the farmers or from intermediateh as traders and millers
were taken up either under the support price obligations or eithexdbthe requirements of the
PDS. Most of the procurement operations until mid-1960s were fd?Di&requirements, and
this was not vigorously followed up when food grains were availdiveugh the PL-480

imports. (George, 1996)

Prior to initiating economic liberalization policies in 1991, the @rand state governments in
India intervened at almost every state of marketing of magsicuwdtural commodities.
Minimum support prices were announced for 21 commaodities and everytyacfivinarketing
such as transportation, storage, credit supply, and international t@idaigthese as well as
other commodities were regulated. The process of withdrawal of governmewemien though
initiated along with the liberalization of the economy, acceldrafiéh the implementation of the
Agreement on Agriculture under the World Trade Organization (WTA&Y.a result prices of
agricultural commodities are determined increasingly by nidokees and therefore fluctuating
demand and supply of agricultural commodities is expected to reshigln price risk for
agribusiness. To help manage price risks, the central governmenédrmencouraging revival

of futures trading. (Naik, 2002)

3.2 History of procurement policy
Till World War Il most of the countries of Asian continent were unthe British, Dutch,
American or Japanese colonial regimes. There is no denyirfigdh#hat the conditions created
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under colonial regimes greatly influenced the subsequent pattdarslaitilization. This can be
explained in terms of broad cropping systems which have evolved éway period of colonial
regime. Four types of cropping systems prevalent in Asia a&repaddy cultivation, b)

cultivation of plantation crops, c) dry farming, and d) shifting cultivation.

In the Asian context in the period following World War Il, two things were noted:

» There had been a shrinkage in the international demand for the praducks Asian

countries were exporting, and

» A rapid increase in the population in conjunction with a slow rise mcwdwral
production had reduced the capacity to exports food stuffs while heigiptird need to

import them, which resulted in most of the Asian countries becoming food deficit.

The provision of food security to its citizens is the aim of noosintries of the Third world.

Modern science and technology have effectively proved the fadfatthye Malthusian specter of
famine, since rise in food grains production in the world as a wholbyh&zs exceeded the rate
of population growth. Yet, enhancing food grain supplies even to the levedirdinum

requirement remains a dream for many developing countries. (Tyagi, 1990)

3.3 Indian Context

The history of procurement policy is not a new one if we go throhghpages of Indian
agricultural history. The most important reason was the Bengahéaafter which the new
frame work for the procurement of food grains took a new phase in diodiag and after the
British regime. During the reign of Murshid Kuli Khan (1704-172@g price was about 200 kg

for a rupee. The Nawab used to exert himself to keep the food prices low by not atloeviiaip
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to hoard food grains. After winning the Battle of Plassey in 17b&, British East India
Company gained control of the trade in the country. The Diwanic@ifi&ction) was entrusted
to the company by the Nawab in 1765. The situation of Famine andtgdaggan in 1768
t01789, where the country was never entirely free from scaroitizsnines, either regionally or
nationally. This situation saw a rise in prices for riceahincreased to 10-15 kg for a rupee.
During the first half of the nineteenth century (1800-1858) under thengdration of the East
India Company, the price of rice generally remained in theeran@0-50 kg for a rupee. After
the Sepoy Revolt of 1858, the British government took control of aegrpatt of sub continent
and the whole of Bengal which includes the present Bangladesh tsmglengdiction. During
1858-1900, common varieties of rice, except in famine years, genenalfined available at 25-

30 kg for a rupee

During 1901 to 1940, the rice price remained in the range of 10-12 kg for a rupee except in 1914
1929, where it got doubled. The Great Bengal Famine of 1943, this padedaprice soared to

half kg or less for a rupee, whereas in some areas itwegdalde at 1.75 kg for a rupee. About

2.5 million people died due to starvation in spite of the regular sairsapply of rice were

from Burma and the wheat and wheat based products from wastas The undivided Bengal

in the 1930s had a demand of estimated 7.5 million tons of rice and wiieatd to import
about 0.5 million tons, half in wheat and half in rice, through privatdets. The food situation

in Bengal began to deteriorate by occupation of Rangoon by the 3ap@anees in 1942; the

rapidly advancing hostile forces put food grains markets into doutpp@n@y. The rice supplies

Murshid kuli khan, he was the first Nawab of Bengalfact the first independent ruler of Bengakafurangzeb.
It is noted that during his rule rice was soldiva@ maunds per rupee, which makes a man who isngakrupee a
month can have two full meals for his family wiffulao” and “kalia” the Bengali delicacy of rice éniver fish
delicacy {ttp://en.wikipedia.org/wiki/Murshid_Quli_Khan
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were cut off from Burma which was a major traditional expaxeBengal. The great cyclone
struck in west Bengal coast near Midnapur, the flooding caused extelasnage to the crops.
The air raids by Japanese forces on Calcutta (Kolkata) spgeranr thus halting the city’s rice
trade, by which the prices doubled and it quadrupled by May 1943, creatingieenfakse of
purchasing power and culminating in the great Bengal famine of 1Bd8sh India redoubled
its efforts to control wartime food grains distribution, it essdigdd a central food department in
1942 and issued a food grains control order by instructing provinces to prbieitekport of

food grains except under permit. (Ahmed, Haggablade, Chowdhury 2000)

Food officials in Bengal focused only on two objectives first; byydey the rice to advancing
Japanese troops by purchasing and removing stocks from border disyricggnoving boats
from coastal areas. This move seriously impeded internal femdsgmovements within the
province. Secondly, Statutory Rationing System popularly known as S&rnsysnder the
Bengal civil supplies department constituted in October 1943 by whgllar supply of food
grains was ensured to defense personals, special priority grougdpyees of large
establishments, staff of local government authorities and the ydxgple. Under this system
specialised ration shops were opened and ration cards were issghedrésidents of notified

areas

The Food grains Policy Committee of 1943 provided a policy framé& veorthe Indian food
economy. The famine enquiry commission (GOI, 1945) endorsed the recomioenddtthe

food grains policy committee and suggested an appropriate food polidyefammediate post

2 History of Public Food Interventions in Bangladést) Raisuddin Ahmed, Steven Haggblade and Taediglahi
Chowdhury. P 121-122
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war years during 1948, and for a second time in 1954. Government tried ityegbaecontrol
which lasted for a few months in 1948 and later it lasted for taosy@ 1954. Since then, the
government intervention more or less continued with varying intenlgpending upon the
supply and price situation of food grains. In its most intensiva fible intervention included
procurement of food grains, distribution through statutory or informal ratipmmayement

restrictions, wholesale and retail price controls etc.(Rao 1991:45)

India was not self sufficient in cereals though a small qgyaofiwheat was exported, large
guantities of rice were imported for the year 1941-42 the deficgtegstimated to be two million
tonnes of rice and four lakh tonnes of wheat. Imports of rice froom8uwvere cut off so long as
Burma rice was available prices remained stable at rabolevel. Provinces like Punjab, Sind,
central Orissa and Assam were surplus provinces either in wheal' coarse cereals, North-

West Frontiers Provinces (NWFP) and Bihar were slightly dgfrovinces but experienced no

shortages during those years. Many of these provinces has exportable surplus.

Deficit provinces had an overall deficit of only 50,000 tonnes though hegefilit in rice to the
extent of 174,000 tonnes, production was satisfactory during 1942-43. Madras dedisit

province to the extent of 496,000 tonnes and the state of Travancore and tGdhbkiextent of
430,000 tonnes. Bombay a deficit province suffered from drought in rcqutats of the
province like Bijapur, Bengal was deficit to the extent of 430,000 tonngsuldion affected by
drought and scarcity was estimated at 150,000 in Bijapur districtSsGh@00 in other districts
of Bombay. Nearly 400,000 people in ceded districts of Madras pe\sotfered due to

drought. ( Rao 1991:47)
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Many of these deficit provinces were successful in avertingrfe conditions and did not suffer
any exceptional mortality. But in case of Bengal and par@rissa it failed to avert famine and
starvation deaths. The famine enquiry commission 1945 estimatedatihetaleduring 1943 in
Bengal at 1.5 million people. The question that arises in this dastexwhat extent shortage of
food grains estimated at less than half a million tonnes couldiexldeath toll of 1.5 million
people. Under similar circumstances other deficit statesMiadras and Bombay successfully
tackled the famine like conditions, which shows the failure of Beaglinistration to meet the
conditions arising out of marginal shortfall in supply. This was ucsitre to India’s food grain

policy in the subsequent years.

As the Famine enquiry commission observed “the atmosphere of fegread| which in the
absence of controls was one of the causes of the rapid risepridddevel. Enormous profits
were made out of this calamity and in the circumstances pfofisome meant death for others.

A large part of the community level in plenty while others starig@®ao 1991:50)

The Government of India’s failure to follow a consistent policy veithphasis on inequitable
distribution and lack of coordination in food policies pursued by different mresi were
responsible for the circumstances leading to Bengal famine. dWerrmgnent of India food
grains policy was initiated with the Price Control Conferenc&9i®9, which in 1940 concluded
that the control of primary wholesale prices and the regulatigoriofary wholesale markets

should rest in provinces governments.

In 1941, the central government gave the provinces concurrent powers, uigthee ds India

rules, to exercise the power of prohibition of movement and requisitiarfirfgod grains.

® Referring to the report of Famine Enquiry Comnuiasl 945, page no 63
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However, there was no price control on rice whereas a wholesedevas fixed for wheat. It is
noticed that the surplus provinces refused to abandon food grains or shosvedtitd share
with the deficit provinces. This compelled the central governmerdree up with uniform price

control mechanism for food grafhs (Rao 1991 :56)

In Sixth Price Control Conference held in September 1942, a sabfereatralized purchase by
a single agency emerged to meet both civilian and defence comnstnBantthis scheme
government realised that food grains price control must be accomiigniedtrol over supplies

and distribution.

The Food Department was set up in December 1942 and entrusted widsgbasibility of
regulating prices, procurement, movement and distribution of food graiascentralised basis.
This department also attempted to assess the ‘surplus’ and tsledicthe provinces and the
princely states. To overcome the soaring prices due to shortagjag aut of the hoarding and
speculation, the government under this circumstances, unilatesadty the ‘target figures’ for
procurement from the surplus pockets to meet the needs of deficit Dimesprovided the

background of the ‘Basic Plan’ in the food economy of India. (Mishra 1985:47)

Basic plan came into operation in April 1943. This plan was drawn ulpecaininual basis in two
stages corresponding to the two chief harvests Kharif and Rabea€brof these crops, every
State provided the Central Government with returns of supply and dematiteandent of their
surplus or deficit, the government after compelling the returnsedookit the balance sheet and
made allocations of the surplus to the deficit pockets according to the ascenegas. Thus the

basic plan was the chief instrument by which the government tried to maintenad between

* Referring to Sir Henry Knight's(1954) Food Admimition in India 1939-47 p.49
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the supply and demand for food grains in the country as a whole.

But the grave food situation of 1943, called for a departure from the B&si and Government
of India introduced ‘Modified Free Trade ‘policy in food grains undbictv the Regional Food
Commissioner issued licenses to the private traders. This padisyfirst implemented in the
eastern region as it was hoped that it would bring out the hidden suppliegion, but it met
with serious difficulties. The traders of Bengal nearly capfuhe whole of the supplies of
Bihar, Orissa and Assam leading to further hoarding, specukatidmising prices. The Famine
Enquiry Commission 1943 reported “the decision to introduce Free irrable Eastern Region
was a mistake. It could only result, not in the solution of food prolteBengal, but in the

creation of similar conditions in other areas of the Eastern Retfidishra 1985:48)

After considerable deliberations at the two consecutive food conédretd in December,1942
and February,1943 it was realised that procurement of food grains both for therariyilians

should be undertaken by a single agency at the provincial levee Fbod Grains Policy
Committee of 1943 also suggested the creation of a single procuragerdy to procure the
entire marketable surplus in a province and then make necessaigeanents for the equitable

distribution. Accordingly, each provincial government was to operate its own przentrelan.

During the war period, the mode of procurement widely differed irmifft parts of India and
no single and uniform procurement scheme was evolved for the countwhadeato command
over the supplies. On the other hand, procurement schemes in diffenantes were geared in
the light of local conditions. As a matter of fact, in the soutlpgovinces of India, monopoly

procurement proved to be successful and these provinces include Madcas, Mysore and

® Referring to the report of Famine Enquriy Commi4&d3 , p.93 by Mishra p.48
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Travancore. In some other provinces like Bombay, Orissa and Biyegptocurement system
approximated monopoly purchase models because all sales of food gréesgroducers had
to be made to the government agents or sub agents. But in other psovhrere there was no
monopoly procurement, barring the two surplus provinces of Punjab and Sifabdh&tuation
was not satisfactory. It was, therefore realised that mongpoburement has to be adopted by

all the provinces in India. (Mishra, 1985: 60)

Monopoly procurement drive was considered at the fifth All India Foodf&ence held in
January, 1945 where in it was suggested that the system should bectiowiof acquiring
grains by the government offered for sale voluntarily and in tlaweas where it deemed
advisable, it was to be extended by compulsory levy and requisitioAsig.regards the agency
of procurement, the trend was in favor of one single official agemayndertake procurement
drive. But though it was the responsibility of the provincial goventpnthe central government
had to exercise general control and supervision so that the procurepszation would not
suffer on any account. In order to speed up the procurement driveentr@l government

requisitioned the stocks with the surplus growers with the help of provincial govesament

3.4 Typesof requisitioning
Three types of requisitioning were made operative for the pnommedrive during the war
period:

a. Compulsory requisitioning,

b. Partial requisitioning; and

c. Occasional requisitioning.
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3.4.1 Compulsory requisitioning: This type of requisition was largely regulated in southern
provinces wherein the growers would not get the opportunity to hold backaims gfter their
needs were met and the surplus grains were requisitioned by teeng@nt. This system of
monopoly procurement did not brought any success because of the ill-ehagpeistrative
machinery.

3.4.2 Partial requisitioning: Under this system, a part of the marketable surplus either the
entire provincial area or from the selected pockets of it weggisitioned. This type of
requisition was first introduced by the government of Bombay in 1944 in sometsdlisttiater it
was followed by Madras and Central province and Travancore govetsimelhis type of
system too met with failure.

3.4.3 Occasional requisitioning: This system of requisitioning was resorted to against the
farmer who refused to part with the surplus to the monopoly procatemachinery of the
provincial government. It created fear among the small farmieoshad very little or no surplus

after meeting their normal need.

With the failure of the requisitioning system, the governmerttaimar period adopted the levy
system of procurement for the purpose of greater procurement. Dhigcpr’'s levy is of three
types: a) levy per acre; b) proportional levy; and c) thdegtgroducers levy. These schemes of
levy in the absence of the adequate yield data were haphazardiyedpand there were large
scale evasions. Moreover due to the frequent changes in the lesyitrabade policies very
uncertain. Thus the scheme designed for requisitioning of stocksefater procurement drive

did not bring the desired results. (Mishra, 1985: 61-63)
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The Government of India in the post-war period attempted to encourage tmodoic food
grains so that there can be marketable surplus by which the supply situatiloinmwwprove but it

did not improve. This led to change in official food policy from iased production and
procurement to increased imports of food grains during the mid fiftiehe Food grains
Enquiry Committee observed:imports has certain advantage over procurement. All the
imported grain comes into the hands of the authorities and the entire amsoavdilable for
distribution. On the other hand, procurement can only be a function of prodigdeshra,

1985: 157)

It is observed that in post-independence period there was no prissurthe producers for the
procurement of food grains. This served as a turning point in our food pglicltaining food
grains thorough imports under PL-480. The purpose of any food policy shoald dmuitable
distribution of available supplies at reasonable prices. This involeesii@ment from producers
for both marketed and marketable surplus. The amount of procuremeoaidograins has to be

adequate to meet the commitment for running of public distribution system.

The procurement is also advocated on grounds of implementing thespgpert programmes,
as there is a large section of producers in India comprising @f amd marginal farmers who
sell their marketed surplus just after the harvest to meetdhgh needs. In absence of effective
procurement machinery they hardly get a remunerative prices also observed that even in
many non-socialist countries such as Australia, Canada, Japaralgnithdtre is a social control
on principal food grains by means of procurement and public distributstensy. (Mishra,

1985: 158)

® Referring to Report of Food grains Enquiry Come{t1957 p.93
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3.5 Methods of procurement
For purpose of procurement the government may adopt any one of thenatambiof the

following methods:

1. Open market purchase

2. Pre-emption purchase

3. Monopoly procurement and

4. Levy system

3.5.1 Open market purchase

This is the simplest and easiest method of procurement. The goverenmers into the market
either directly or through agents appointed by it as buyers irpeiition with the traders and
makes procurement at the going market price. By this open narkgiase the government
enters the market as a big buyer which leads to the price dborpamong the other buyers in
the market and there are fluctuations in the price.

But this method of procurement was criticised by the Food grailsyRCommittee in 1966. It
ruled that this method of procurement at freely competitive pvidésiot fulfill the purpose of
holding buffer stocks or for public distribution system. The committeeerobd that
“government purchase prices are likely to turn out to be so higthnieither the objective of
holding the price nor that of equitable distribution to all, including theitmeme group, can be
expected to achievef{Mishra, 1985: 159) This method of procurement is more suited to
implement the price support when the market prices of food gramgadliag on account of the

supply glut and the public policy is to prevent such a fall below a certain minimum.

" Referring to Food grains Policy Committee repdri966
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3.5.2 Pre-emption method
This method involves the procurement of food grains at the ongoing nmaiéetwithout the

government entering into the competitive bidding. Under this method ittee iprdetermined

through the normal market process and the government reserveghthef pre-emption to lift

any stock at the prevailing price. Since the government doesiteotieto competitive bidding

it does not push up the price.

This method of procurement was appropriate to wheat and cerealsidh the market was
regulated with possibilities of sale by auction and not applicable to ngbkiahn the procurement
is to be made from the producers as well as from the millées.report of Agricultural Prices
Commission on the price policy for Kharif cereals 1965-66 pointed tlia¢ ‘method of pre-

emptive purchase under which the government pays the price determthednarket, but has a
pre-emptive right of first deliver, is more appropriate to the magehof wheat than to the
purchase of rice because of the difference in systems of thifiéshra, 1985: 160) This

method is successful in Punjab and Haryana where wheat is procured but not forghmwiicg

states like Orissa, West Bengal, etc.

3.5.3 Monopoly procurement
This method of procurement was first recommended by the Food Grailcy Committee of

1950. In this method the government is the sole agent for the busiia involves a complete
socialisation of interstate trade along with imposition of iggins on movement of food grains.
This type of procurement implies that each farmer is to besssd for his production,
consumption and outlay in kind for farming and finally for the surpluskvhe would sell to the
government at the fixed price. This rigorous method is possible undditions of universal

procurement and rationing of the entire population along with a ban on piigeée channels

8 Referring to report of Agriculture Prices Comnigsson the price policy for kharif cereal,1965€$ason :Note
of Dissent, Govt of India by RajKrishna
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and restrictions on movements of food grains even beyond the village bauRtamgontrols on
this method were not possible because of the fact that a largenofproducers in our country
are not only small and marginal farmers but also widely scattered.

Despite the fact that monopoly procurement enables the governmemttol the market and
the prices of food grains, the system suffers from many drdwbaét the outset there is a
problem of fixing the appropriate price. Even if the monopoly procem¢ns made at a fairly
high price, it gives rise to a strong feeling of grievanceragst the farmers that they would have
sold their produce in the market. This method of procurement ledadadio marketing of food
grains for the fairer price, besides that it involves heavy adtrative costs and the risk of petty
corruption. (Mishra, 1985: 160-161)

3.6 Levy System

This is one of the most efficient and important method of procuremedér the state
government which imposes levy on producers, millers and traders.hi®8ynethod there is
enforcing of levy which is very important for the public distributgystem and to increase
procurement.

Food Grains Policy Committee of 1966 pointed out that “it is nepes$isat there should be a
realization throughout the country that procurement is an esseatatd of food policy. It is
also necessary that in the long run, system should be developed whi@h suitable to each
state, ensure that as much as feasible is procured froratall §6ee Table 3.1). We recommend
that, as an important part of the national food policy, each statgdus or deficit should
introduce the minimum graded levy on the producer in respect dbadl grains.® (Mishra,

1985: 162)

° Referring to Humphry Don, “The Price of Food”. &ling Agriculture Development , 1968
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The Food Policy Committee suggested an interventionist government politgod grain

markets, which started in the form of administrative controls @ahopoly procurement
schemes for public distribution. Now it encompasses a widg afnastrictive tools, under the
premise of private trade which function efficiently in normalqués but not much efficiently in
droughts and crop failure. Otherwise the profits motive would leatiedad supplies and earn
abnormal profits. Decontrol and re- control policy was followedheylndian government for

agricultural markets.

Table: 3.1 Quantum of Levy rice from the millers in different states i Ind

State Category Quantum of levy
Andhra Pradesh Millers 50%
Assam Millers 50%

: ; 40% or 2500 Qtls
Bihar Millers 25% or 500 Qtls on whole sellers
Guijarat Millers 10%

Haryana Millers 75%

Himachal Pradesh Millers 50%

Karnataka Millers 33.33%

Madhya Pradesh Millers 30% Raw rice

Maharashtra Millers 30%

Orissa Millers 75%

Punjab Millers 75%

Rajasthan Millers 50%

Tamil Nadu Millers 50%

Uttar Pradesh Millers 60% western U.P
40% eastern U.P

West Bengal Millers 50%

Chandigarh Millers 75%

Delhi Millers 75%

Pondicherry Millers 10% (20% transport levy)

Source: www.fcamin.nic.in

3.7 The Essential Commodities Act of 1955
Intention of helping the poor, the Government of India has promulgatedEsisential

Commodities Act (ECA) to control and regulate production, manufachdehee distribution of
essential commodities in the country in 1955. Essential Commoditieis ZAn Act to provide

in the interest of the general public, for the control of the production, @l distribution of,
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and trade and commerce, in certain commoditi®s” By this act the central government gives
the power to states to control its own markets. Lists of eatentnmodities are specified in the
act which can be introducing control orders from time to timthe situation of short supply.
The list as of now is for 30 items, further it is an enablinglzet allows the state governments
to frame rules under this central act. Though Act itself doesagdhe rules and regulations of
the policy but it allows the states to issue orders in casalpiractices like hoarding and black
marketing. The state authorities can invoke this act at iaey goint of time which provides a
potential threat to trade in agricultural commodities. Besioeing a potential this act has
various administrative problems in terms of implementation. The puardisniin case of failure
to abide by the act) under the act, various orders with respmidarains have been made by
the Central and State governments. These are:

Issuing of the Licensing of dealers/retailers to trade in food grains
Restrictions on movement of food grains

Regulations of storage limits

0N

Regime of Control-quota (compulsory sale to the government)

3.8 Formation of Procurement Agencies
In 1959, Dr. Frank W. Parker wrote a note entitled “Essentials ofgaicudtural Production

Programme”, for Ajit Prasad Jain, Minister,, Food and Agricultur&@fernment of India. In
his note he emphasized that to conquer food scarcity agriculturebecmmne a commercial

enterprise and incentive prices must be given to the growers.

In the note Dr. Parker pointed out that the development process inaidse countries
agriculture become a commercial enterprise. It found that in tbosetries they have

successfully met the requirements for their economic and induskealopment of their

10 Referred by Mayank Wadhwa , Research Internshi@a2001 on Parking Space for the Poor: Restnistio
Imposed on Marketing & Movement of Agricultural Gisoin India, Centre for Civil Societygvw.ccs.org
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country. This note made the following observations that the governrhemddsconsider
agricultural production a business or commercial enterprise tlugteisated for a profit and to
develop policies and programmes to make the enterprise more pefitéblndia the cultivator
has not enjoyed such incentives in the past. There have been latgatithms in the prices of

major crops from year to year and from season to season.

These variations were much greater than the variations in midabour, industrial products
and other things that the cultivator must buy, unless this situaticorriected by governmental
action there will not be a favorable climate for the adoption oftdwdnological changes

required for increased agricultural production.

A support price, at a local market, can remove much of the uncgrtiaencultivator now, has by
protecting him from very low prices that are commonly assediatith harvest time and large
crops. It should be high enough to encourage investment in good seedefferail other
things required for technological change. The support price, on liee lband must not be

enough to work a hardship on the labour and other urban consumers.

The more efficient and increased production promoted by price suppottl give a profit to
the cultivator and protect consumers from recurring shortages angingls. The consumer
may be further protected by ceiling prices. This is by establishingnum or support prices for

all major crops at least one year before harvest.

Minister for Food and Agriculture, C.Subramanian in 1964, took a bold and eestéud and
got the policy of incentive price for the growers acceptedheygovernment of India. Apart

from this, he constituted an Agricultural Prices Commission. Tkerparchases of food grains

by the government, he also founded the Food Corporation of India. (Randhawa, 1986: 222-227)
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3.9 Committees for Procurement Policies

Dependence on food grains imports increased from period 1946-50 2.7rtoltines, to 3.8
million tonnes in 1949. By 1950 it was realized that procurement and praddzve to be
organized more effectively and pursued as matters of highestyri@oon, it was followed by
appointment of the Food Grains Procurement Committee under the ahmstwmaf Tirumala

Rao, Member of Parliament. (Rao 1991:67)

The committee was asked to:

» Enquire into the system of procurement and distribution adopted in the states,

» Recommend such changes as may be necessary in the exisieg syf
procurement and distribution to minimize imports in the case ofidsfates and
maximize exports in the scale of surplus states and to retiecelifference

between the prices in the market and the prescribed control price,

» Recommend such modifications as may be necessary in the foodzatgemof

the state to ensure efficient procurement and distribution,

» Recommend the extent, to which uniformity is desirable and pabtgiowvith

reference to the circumstances prevailing in different areas,

» Recommend any changes necessary in the central government’ sz atiganio

supervise and coordinate procurement and distribution in the state.

Reviewing the existing system at that time the commip@eted out the confusion, even a
contradiction in the objectives of food grains policy, without a definitionpabrities or
absorption of these into a single system. Some of the contradighboimted out by the

committee were:

» Controlled food grains prices and uncontrolled prices of other crops,
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> Attempt to reduce imports being determined largely by finararidl not supply

considerations,

» Government endeavouring to stabilize food prices simultaneous with pegmit
open market prices to find their own level resulted in wide divesydetween

procurement price and market price even within a state,

» Government permitting open market sales of food grains in ratiarembs that
make the task of procurement difficult. This in turn meant diffycid enforcing

controlled price and thus reduced commitment,
» Rationing and FPS were considered interchangedtde.(991 :68)

The result is that each state finds its own answer to this fueatal distribution problem.
Control and decontrol flourish simultaneously in several states amdirevbifferent parts or at
different seasons, in the same state. The result of this cnfus objectives was that the food

administration failed to comprehend wholly what it wanted to achieve.

The committee rejected the dual price policy and recommended mgnmocurement at the
first point of marketing the village to eliminate leakages,ustay rationing of all urban areas
with population of above 50,000, the informal rationing of other urban anglpravisioning

on a rough system of distribution, in deficit rural areas if and when necessary.

The period of 1951-54 was most appropriate to try out the policy of pebnprocurement and
rationing of all urban areas in view of stable price level good harvests. However, no such
policy was pursued further. Instead, the prices were increaseithancial considerations,
adversely affecting the off take from fair price shops. Asegrcontinued to decline and the
crop prospects of 1953 improved, grain was completely decontrolledeffétt from jan1954.
Procurement of food grains was undertaken as a limited price suppoati@peimports were

curtailed embargo on exports was lifted, interstate movemenésfreed and statutory rationing
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was given up by the end of 1954. This was a complete reversabafgrains procurement

committee recommendations.

By the end of 1955 food grains prices started rising again, somediatmeneasures like credit
restrictions against food grains opening more fair price shops, enteorigngtterm agreements
for importing grain, releases from government stocks etc., vedentduring 1956. As the
situation worsened in spite of a good harvest in 1956-57, another Food grainsyEnqui
Committee (GOI, 1957) was constituted under the chairmanship of Asolkta Mereview the

food situation.

After reviewing the overall situation the Committee concluded tthatbasic weakness is the
absence of a well defined and coordinated policy or price stalolizathe weak mechanism of
implementation can be attributed to the government’s preoccupation wrigtntissues to the
comparative neglect of long term considerations or to the interasftdifferent polices pursued.

Some of the major recommendations made by the committee were:

» Progressive and planned socialization of wholesale trade,

> Price stabilization and suitable machinery to implement the policy,

» Establishment of food grains stabilization organization.

» Controls over traders through licensing.

» Maintenance of reserve stocks

» Arrange regular imports of certain specified quantities of rice and wheat

» Distribution through fair price shops and local relief works in the short run, etc.,

As the immediate pressure of price rise eased, the recodatnens of the food grains enquiry

committee were shelved. (Rao 1991:69)
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Between 1957 and 1964 a less vigorous system of procurement and prioés ceasr adopted.
There was little concern or inner compulsion either to produce mote procure more as
imports have been used to control the situation turning from bad to wBeteveen 1957 and
1965, the annual average imports were 4.6 million tonnes, the highest beingi@r2tomnes in

1965 and the lowest 3.2 million tonnes in 1958. Internal procurementeoivas confined to

surplus states. Wheat movement restrictions and price control orders laeeel i rescinded.

By the middle of 1964, the price situation caused concern to the governrAentmber of
measures were taken by the government that included re impositroovaiment restrictions.
As the situation became grave, anti-hoarding and austerity nesasre introduced. Even
profit margins of wholesalers and retailers were fixed dyeghment under the Defence of India

Rules.

Another Committee was appointed in 1964-65, the Jha committee. It recoi@dnthe need to
control the food grain prices and distribution through coordinated food palicgtianal level,

zonal or interstate movement restrictions, regulation and licensinggholesale trade and
strengthening of administrative machinery in the states. Thenfitee immediately
recommended an increase of 15 percent in the procurement prices, @atbloer 1964 an
announcement was made that for the next crop season a 15% incoe&sbe given. It was an

ad-hoc decision all the way.

There was a suggestion that an incentive study should be made midbestructure of the
agricultural sector, and in this context the Agricultural pro@®mission was set up in 1965. It
started with wheat and rice, later on examined coarse grainthan other commodities, such as

sugarcane, cotton and oilseeds. The prices of food grains arellamewgewed by the
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government of India.(Randhawa, 1986)

The main objectives of this commission were:

>

To advice government on the price policy of agricultural commodities with a view
to evolving a balanced and integrated price structure in the pavgpef the
overall needs of the economy and with due regard to the intefakts producers

and consumers.

To recommend the measures taken necessary to make the piggeeffective

in respect of different agricultural commodities from time to time.

To examine the cost of marketing of the agricultural commoditiedifiarent
regions and suggest measures to reduce marketing costscantdmnend farer
margins for different functionaries at different stages of marketing,

To keep reviewing under the developing price situation and to make apfgopr
price recommendations within the framework of the price policy,

To keep under reviewing studies related to price policy and thegameents for
collection of data regarding agricultural prices and other relasdes and

suggest improvements in them, and

To advise the government on problems relating to agricultural spraced

production referred to them by the government from time to time.

The commission has been helping the government in evolution of stable and positive price poli

for agricultural commodities. The terms of reference of thensission were made on broad

based in 1980 with a change in its name to Commission for Agriculiosls and Prices

(CACP)

The revised terms of reference of CACP were:

>

To advise the government on the price policy of the selected agratult
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commodities from time to time with a view to evolving a batghand
integrated price structure in the perspective of overall nefetie economy and

with due regard to the interests of producers and consumers;

To keep a view the needs to provide an incentives to the producacofiiion
of improved technology, need to insure rational utilisation of differesdymtion
resources and examine the effect of the price policy o theofdhe economy
particularly on cost of living, level of wages and industrial ctstcture while

recommending the price policy and the relative price structure;

To also recommend non price measures as it would faeithatobjectives set

out;

To suggest and to measure necessary to make the price pfaatwvefin respect
of different agricultural commodities;

To take into account the changes in terms of trade between agatand non

agricultural sectors;

To examine the cost of marketing of different agricultural moadities in
different regions and suggest the measures to reduce the cogskefingaand to

recommend fair price margins for different stages of marketing;

To keep under review the developing price situation and make appropriate

recommendations within the frame work of overall price policy;

To undertake studies in respect of different crops as prescribedheby

government;

To review studies relating to the price policy and make arrangsmier
collection of price information and other related date, suggest impeaus in

them and organise research studies in the field of price policy; and

To advise on any problem relating to agricultural prices productienree to it

by the government from time to time.
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CACP has been recommending both price and non-price measuresenita government
after considering the report from CACP and the views of the governments, and by
keeping in view the demand and supply situation of the commodity in thergountake

decision on the level of administered prices and other non-price measures.(Randhawa,1986)

3.10 Summary

India in pre and post independence period has struggled to provide foodysteciisitcitizens.
The food grains shortage and its results have caused irreparablgedmtae country’s food
security. The Green Revolution, which made the country self muffian food grains
production, is lagging behind to achieve food security. To overcome prebéems the
government initiated many programmes and schemes for providifigath¢o its masses. It has
set up certain institutions and boards which are in function today ahgato the needs of the
farmers by helping them in production and procurement as welisgbution of food grains
through its institutions. Even now the government is planning to improvertheirement
process by initiating the new decentralised procurement schgm#ibh the food grains are
directly procured from the farmers on minimum support price fixethb government and its
agencies.  This chapter traces the history of procurement giitythe colonial times and

draws attention to the politics that govern these policies.
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CHAPTER -4

INSTITUTIONAL PROCUREMENT AGENCIES

4.1 Introduction

Marketing is the last link in the chain of production process. eflicient marketing system
which ensures reasonable return to the producers is an essential ftwogwoduction.
Agriculture, in the pre-independence period was stagnant and theteavdhyp any marketable
surplus, the system of marketing was very defective and did not mtask attention to the
policy makers. Post independence period particularly after engrevolution, agricultural
marketing has become a concern for the policy planners due to indreasgricultural

productivity.

Marketing systems of India vary: we find a traditional sysiwshere the sale of produce to
moneylenders and village traders, another system is the qaiedofce in thédats andMandies.
(Hats are village markets held once or twice a week and serveadl sluster of villages.
Mandies are village markets held longer intervals on special occasiAnsther component of
the marketing system is the widespread network of regulatedesale markets; these markets
are generally located near or in a township and serve a numbarofnding villages. Farmers
sell their produce to the commission agents with the help of brdkesswell known fact that

various types of malpractices exist in these markets.

Involvement of government agencies with the marketing of agriculpnoaluce is a welcome
development. Co-operative societies and government agencies hagé trepfarmers escape

the exploitative practices of the private dealers. (Prasad 200&)FPadsitor organisations,



cooperatives and other formal and informal bodies were created fandhesting system of

agricultural commodities.

The patrtition of the sub-continent caused a net loss of 7-8 lakh tdres ammual supply of food
grains to Indian union with the surplus areas of Punjab and Sind whichridydsa@ply 1 to1.2
million tons every year to the areas now in Pakistan. Bytjoartiindia got 85 per cent of the
total population of the sub-continent and 75 per cent of the cerealcgmduThe disadvantage
was greater in the matter of supply of the two principal foothgraice and wheat. As against
82 percent of the total population, the Indian union got 65 per cent of theutpait in wheat

and 68 per cent in rice. (Bhatia 1970)

The objective of price policy in a country is defined by the nattiproblems that the country is
facing; agricultural problem in a developed country is differesmfthat in an under-developed
country. In a developed country the chief concern of price poliay gdvent a drastic fall in
agricultural incomes resulting from surplus production and declineigesrThis is usually
achieved through a policy of price support and price stabilizahere the state fixes the
minimum prices and undertakes to purchase agricultural produce frdarrier at those prices.
This guarantees not only a certain minimum price fixed, it wouldalhmtv a fall in price and
also ensures a certain amount of stability in agricultural insoni@e farmers were protected by

this action against losses resulting from increase in agricultural production@pig. s

In developing countries, inflation is the chief cause of concernHhergovernment prices.

Governments, under these conditions, are forced to resort to priceleamtan attempt to keep
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down prices of food grains and essential consumer goods. If the poticgesls in keeping
down prices of food when prices of industrial goods and raw matar@lgsing, production of
food grains is adversely affected. Not only is the farmer disgearin making investments for
better quality seeds, fertilizers, pesticides and irrigationpfoduction of larger quantities of
food grains but he is also likely to substitute with crops whigts paell. Crop prices which are
not controlled become the crux of the price problem which is faceddsy of the undeveloped
countries today. (If an unbridled rise in food prices is allowed, coasuare hit hard which in
turn causes widespread dissatisfaction and agitation, if food preegept unduly low by
controls, production shrinks which forces increasing dependence on impfurtsl grains form

abroad. This is the dilemma the policy makers in India have foundsétess in last decades)

(Bhatia 1970:: 105-107)

4.2 Food grain Procurement Agencies and Agricultural Marketing Organisationsin India

The food department of the government of India was set up in December 1942, with ¢hefobje
integrating all activities in regard to the purchase, distribudizth movement of food grains on
an all India basis. In 1943 the Foodgrains Policy Committee maemuied the imposition of
statutory price control on principal food grains, introduction of ratiomngjties and towns with

a population of more than 75,000, procurement by the provincial governmeths sdirplus
food grains from producers for meeting the rationing commitment rapdrt from abroad on
emergency basis to meet immediate deficits and to build upraterdgserves. These
recommendations were accepted and a comprehensive system of foots aeas introduced in

the country. (Bhatia 1970::119)
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This system worked fairly well during the war days but wiih ¢nd of the hostilities there was a
general expectation that controls would be lifted and normal conditoorisee trade in food
grains restored. This popular sentiment with the powerful supportabatvha Gandhi, led to
the adoption of a policy of gradual decontrol of food grains in Deceh®4r, this policy
caused an immediate rise in food prices. The floods and droughts infurd& caused
deterioration in the overall food situation the country. This situatictterttae government to re -
introduce the controls on food prices. The revised Food Policy announced' @eg#ember,
1948 envisaged

» The cordoning of surplus, deficit, and self-sufficient areas by ptotgbéexports from

one state to another except on government to government basis;

» Procuring surplus grains by an agency appointed by the statengwrdrat the prices

approved by the central government;

» Licensing of dealers for engaging in the purchase, saléocage of food grains and

requiring them to submit periodical reports; and

» Extension of rationing policy also included provisions for the paymesubsidies on
imported grains and bonus to states of half a rupee for every mauoddfgrains
procured and an additional half a rupee for every maund made availatgécit areas.
(Bhatia 1970::120)

Controls were gradually relaxed till 1954, as a result of thergemce of surpluses in rice and
wheat, controls on prices and inter-state movement of these gvanas lifted completely.
Control over rice was withdrawn in July 1954, and restrictions on znoa¢ment of rice were
removed in March 1955, the Essential Supplies Act, 1946, lapsed and withfdod grains
licensing and procurement order, 1952, also lapsed. Inter-zonalti@ssrion movement of

wheat and its products, the last vestiges of controls, disappeate@ffeict from 18 March
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1956. At the same time the government undertook to purchase food gpaines fell below a
prescribed minimum.

In 1956, India entered a long term agreement with Burma for the tirmap@million tonnes of
rice over the next five years and in the same year it alpediPL-480 with United States of
America. The food grains imported through PL-480 were 3.1 million ®ohevheat and 0.19
million tonnes of rice for over a period of three years. These agreements nimerkedjiinning of
imports which became a integral part of India’'s food economy. dEpendence on imports
increased year after year and till 1963-64, controls on food grairesbrought back in 1957 in
a bid to hold prices of food grains from rising. The action takemhieyauthorities in this sphere
were 1)maintenance of imports of food grains at a high levelith@)extension of internal
procurement and increase in sales through fair price shops area&ms to curb hoarding and
profiteering , including the continuance of selective credit cantanld fixation of maximum
controlled prices. Again in November, 1958 government announced its decisiorotiueet
state trading in food grains as part of its long term policyganetto food grains. From 1960-64,
controls existed but were not many, except rice there was tnecties on the movement of food
grains on their prices, purchase, and sale throughout the country. newtron other hand
also distributed annually 3 to 4 million tonnes of imported food graimudr fair price shops
throughout the country. In case of rice the country was divided intodaye fice zones each
combining contiguous deficit and surplus states, there were no tlee8ion movement,

purchase and sale of rice within each zone. (Bhatia 1970: 121-122)

The food situation took a worse turn in 1962 to 1964, due to bad crops. Taishenprices

showed a tendency to rise and scarcity conditions developed in nundiatesf To meet the
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situation, zonal restrictions on the movement of wheat were re @npodlay 1964. Statutory
rationing was re-introduced in big cities and procurement operatiorise were stepped up,
compulsory levy on rice millers and dealers was imposed in1964-6Bumber of states. The
agricultural situation was bad again from 1965 to 1967, the food situatiba ocountry showed
further deterioration. Price and other controls were further tightemd heavy imports became

necessary to reduce famine in certain parts of the country.

The Jha Committee was appointed to look on the situation of food graies pr August *L
1964, marked the beginning of a new phase in the evolution of agricultivelppticy in India.
The committee was asked to advice the minister of food anduligreeon the fixation of prices
of rice and wheat for the 1964-65 seasons. The committee remutechthe establishment of
Agricultural Price Commission to advise the government on a continuoiss daghe price
policy of agricultural crops particularly paddy, rice, wheat, gowbajra, maize, pulses,
sugarcane, oilseeds, cotton and jute with a view to evolving a bdlamck integrated price
structure and resolving the claims of competing crops on limitsglirees in the perspective of
overall needs of the economy. The Agricultural Prices Comomssas set up in January 1965,
to advise the government on the price policy of agricultural commediSince then the
commission has been tendering advice on a continuous basis on minimunopho#s Kharif
and Rabi crops. (Bhatia 1970:: 121-124)

4.3 Commission for Agricultural Costsand Prices (CACP)

The Agricultural Prices Commission which was set up in Janub®$5 to advise the
Government on price policies of major agricultural commoditie$ aitview to evolving a

balance and integrated price structure in the perspective olénall needs of the economy
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and with due regard to the interests of the producer and the consumer. The cmmmasdater

renamed in March 1985, as Commission for Agricultural Costs and Prices.

While formulating the recommendations, on the prices the Commissgtrahalyses a wide

spectrum of data. Since the price policy involves certain confimesa of long-run

consequences, so that the Commission also looks at the yieldyreasearch being conducted
by institutions like ICAR. The basic data which is collecteunfthe Directorate of Economics
and Statistics, State Governments, Central Ministries and the agdaties those concerned
with the implementation of agricultural price policy. Besitlds the Commission undertakes
field visits for close interaction with farmers in differgmdrts of the country and also have
wider understanding and consultation with senior officers, researandrmanagers of relevant

organizations.

The Commission makes use of both the micro-level data and aggregahe level of district,
state and the country. Presently Twenty five agricultural codmnes are currently covered
under the mandate given to the CACP which advise the governmergpecteof the price
policy. The Commission is required to convey its recommendatiore tGdvernment before

the sowing period /season of the crdytgd://dacnet.nic.in/cagp

The CACP acts like an intermediary in between centre andgaggnments in fixing of MSP
as agriculture is a state subject, but major decisions ane lgkthe Central government. There
are many criticisms towards the functioning of the organisatibime farmers associations are
demanding the recommendations of the M.S. Swaminathan committee t@lo=ated. P.V

Subbaiah Choudary and S.M.Ahamed Ali (2008), suggest that the CACP shoutdentipe
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deficiencies in fixing MSP. They argue that the methodology whsg#d to contemplate under
MSP scheme is working against the farmers. The unchanged pattethaidology followed

regarding imputing family labour, rental value of land, interestagpital depreciation on fixed
assets and agricultural machinery, cost of transportation, marketiagges and storage is
against the farmer’s interest. Their main argument liethencomputation of costs regarding
family labour and bullock power and other parameters which have exanele with the cost of
cultivation but actually incurred by farmers. Further it is obsérthat the data pertaining to
previous years is also adopted for the current year without givigqgizance to the increase in

the cost of input$.

In view of the deficiencies explained above, the farmersetteng only half of the prices which
consumers pay. The intermediary margins are very high, thusiihadsthat recommended and
fixed prices by CACP and GOI respectively are not based oradhel costs incurred for
cultivation / production. It appears to be a ritual and the price fx@dPolitical Support Price
(PSP), but not Minimum Support Price (MSP). Their argument is sw@obdry Madhura
Swaminathan (1999) who states that setting up the procurementsacgoaiitical decision in
India’s parliamentary system. These organisations demand impkamentof the MS
Swaminathan report recommendations for MSP.

Government of India constituted a Committee to look into the problemtheoffarming
community in 2004, under the chairmanship of eminent agricultural stiant parliamentarian

M.S. Swaminathaf.The report was submitted to the government of India in 2006, which was

! Consortium of Indian Farmers- National level Farsr@rganization suggesting some changes in pétittowved
by CACP to M.S. Swaminathan
% Chairman for the National Commission on Farmers 26
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put into consultation by the state governments and the central nesyisthe government

approved the National Policy for Farmers in 2007.

4.4 M.S. Swaminathan Committee Report for the M SP
Several significant market reforms have already been giutisty the Central and the State

Governments. These reforms provide more options to farmers forgsél@ir produce, allowing
the private sector, including cooperatives, to develop markets, promatesdiles to consumers,
processors and retail chain suppliers / exporters and remove scope for cormgti@anassment.
The following steps were recommended by the Swaminathan Committee:

» The Minimum Support Price (MSP) mechanism should be implementedtiedly
across the country.

» The Market Intervention Scheme (MIS) should be strengthened toncespeedily to
exigencies especially in the case of sensitive crops in the rainfed area

» Establishment of community food grains banks should be promoted to help in the
marketing of underutilized crops and there by generating an ecornstake in the
conservation of agro-biodiversity.

» The food security baskets will be large by storing and seflitgtious millets such as
bajra, jowar and ragi and other crops through the network of thecPDigliribution
Systems (PDS).

» Efforts would be made to develop a single national market by nglaiternal
restrictions. All controls and regulations hindering increase mdes’ income will be
reviewed and abolished.

» Terminal markets for agriculture should be develop by having ppbliate partnership
mode to provide better market access to farmers with bettez pealization in a
transparent trading environment with suitable backward linkages to tgolical
backstopping services needed for quality and demand driven production.

» The role of the Agriculture Produce Market Committees and State Agrictianteeting
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Boards would be transformed from mere regulatory focus to promofiggrading,
branding, packaging and development of markets for local produce. (N&Riol@l for
Farmers, 2007)

The report mentioned that CACP should justify the twin goals by ielgspustice to the farmers
in terms of remunerative price for their produce and to the consuméesms of fair and
affordable price to buy the staple food. To achieve these dmmatpvernment while taking the
decisions on MSP, must ensure that the farmers’ interestsaivireg the better price for their
produce are safeguarded and stable and efficient market envirannmaptementing of MSP in
rainfed areas, would add to improve productivity and income in dry land farming. The tteenmi
further recommended that CACP should be a autonomous body.

CACP is one of the important bodies which recommends to the goveisitogorocure the food
grains on the prescribed support price which would be a base pricernmatket. Based on the

support price given by CACP the government agencies procure food grains on MSP.

4.5 Food Corporation of India: the largest procurement agency in India

Prior to the establishment of the Food Corporation of India (FCI) in 1966umment from
internal sources was limited; it was the responsibility ofstlaée department of revenue and the
department of civil supplies to procure food grains by imposireyy ¢n farmers, traders and
millers. The major source of procurement prior to the mitesixvas imports under PL-480

handled by the government of India through the state trading corporations.

Jos Mooij (1998), describing further the role of PL-480 and its impaatdiarl agricultural and

price policy, explains in her work that the expansion of PDS in thedp£957-65, in terms both

% Prior to formation of the National Policy of Farsgthe National Commission on Farmers submittes fiéports
from 2004-2006.
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of food distributed and number of shops, was greatly facilitayatid large-scale imports under
US Public Law-480 (PL-480) conditions. India imported cheap wheat@i®Apartly as a gift
and partly to be paid in local currency. These rupees wermfpua fund that could be utilised
for development purposes. But For the United States, PL-480 was afwissposing of their

wheat surpluses and of supporting US domestic farm prices.

Further, Friedmann (1982), Bhatia, (1991) and (Byres and Crow, 1983), aejuis policy
made India surrender herself in harsh conditions for the sake of providing the foosutgetss.
There were certain conditions, which were laid down by the US ddéfalia for the further
import of food grains. Several times the apparent charity wasagsast India by withholding
the grains until the last minute which made India to acceptahdittons laid down by the US
foreign policy. Those conditions were: for seven years the Indarernment should no longer
have control over the pricing and distribution of fertilizers by peviattilizer firms; that the
Indian government should drop its demand for fifty-one per cent ownersipmbientures in
the fertilizer field; that greater latitude be allowed to Aicen private firms operating in India;
that India should stop trading with North Vietnam. Apart from this,a'sdidevaluation of the
rupee by 36.5 per cent on 6 June 1966 was strongly influenced by Ameriessure. (Mooij,

1998)

The Food Corporation of India (FCI) was set up under an Act ofaRaetht in 1965, with a
primary duty “to undertake the purchase, storage, movement, traasplodistribution and the
sale of food grains and other food stuff”. Further the corporation yeected to function as a
major instrument of state policy in securing the following objectives:

» To ensure a reasonable support price which will induce the farmedoft a

improved methods of cultivation for increasing production,
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» To ensure that consumer prices do not rise unduly,

» To avoid excessive price fluctuations and reduce the disparity ag#spbetween

states, and

» To build up sizeable buffer stocks of wheat and rice from impordsiaternal
procurement.(Randhawa 1986:229)

The initial year of the FCI saw its activities limited gouthern region in states like Andhra
Pradesh, Madras (Tamil Nadu), Mysore (Karnataka) and Keralahiohwprocurement and
purchase on central or state government account had already beeakamdeytthe government
agencies under appropriate legal authority and where restsiciioprice and on the movement
of grain were also in force.In 1966, the service of the corporagidended its operation to
Orissa, Punjab, Rajasthan, Gujarat and Pondicherry. Food graing solgeace control were
purchased by the Corporation at the rates notified by the state governntieait foOd grains not
subject to such control were bought at market rates under agcddiermined in consultation
with the state governments concerned. The disposal of grain purchased inteashstiecided
by the state government even where an appropriation was madedentha pool, the state —
wise allocation was made by the central government. Undeoiseéc{l) of the FCI act, the
Corporation has to function in the interests of both the producer andotisincer. The
Corporation, therefore readily responded to the requests of thesteeaments in undertaking
price support operations in the interest of the producer, in orderke awsumer food grain

availability at a reasonable price (Randhawa 1986 : 230)

The operations of the Corporation differed from state to state, in some sta#sdik@ Pradesh

it was given a comparatively free hand, and it acted as timt apthe state government for the

* Referring from Annual Report of FCI 1964-65
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purchase, storage and distribution of rice in the state. In othes fitee Orissa the Corporation

affected its purchases of rice intended for despatch to other states on cemnahgent account,

through the state government itself. In Assam, it was the resigonsibility by the state

government of purchasing storing and distributing paddy and rice. In sberestdtes, it had to

act only as one of the several procurement and purchase agenciesm@perthe state. Under

these circumstances the working of the Corporation could not be esarice successful as

originally intended.

The Food grains Policy Committee, in 1966, after reviewing the wgkir-ood Corporation of

India then recommended:

>

The corporation should be entrusted with the entire responsibility yiiroguout
all the inter-state transfers of food which are envisaged in thienah food

budget;

The Corporation should act as an inter-state distributor of food grains;

In those state where private trade in food grains is functiotiregCorporation

should be allowed to function as a trader;

Where a state government employs a number of procurement ageooi@s
corporation should be allowed to act as one of them;

The corporation should be entrusted with the responsibility of tireagement of
the buffer stocks. As a part of that management, the Corporation staalde
that the stack is rotated with adequate frequency and not allowiedetdorate on

account of unduly long storage.

These recommendations did not receive much attention by the authootheerned and no

difference was made in working of corporation.
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However the food situation changed as a result of the bumper crb@6@f68, and again in
1968-69, the Corporation was allowed to make open market purchases iof Seatgasthan,
Madhya Pradesh, Punjab and Uttar Pradesh to meet its own neetlse Fest of the states, it
continued to operate within the frame work of polices set by #ie ahd central governments.
The Corporation which used to procure only rice for the domestic ssippltae initial years of
its existence later spread its operations to wheat, jowaeemiajra, barley, gram, and other
pulses and other variety of miscellaneous products. The Corporatiosealap 30 mechanical
drying centres in Thanjavur district of Tamil Nadrhe Corporation set up rice mills, imported
components parts for setting up these mills and helped in other wagedernising the rice

milling industry in the country. (Bhatia 1970::190)

4.6 Welfare Schemes of the Govt. of India (for which food grains areissued by FCI)

The objective of growth with social justice along with progressmprovements in the living
standards of its population and to make it imperative to ensuréhttss food grains are made
available at reasonable prices. Public Distribution of food gfa&ssalways been an integral
part of India’s overall food policy. It has evolved to reach the urbawelk as the rural
population in order to protect the consumers from fluctuating andaéiscaprice syndrome.
Continuous availability of food grains are ensured through nearly 5 l@ihgrice shops
throughout the country. A steady availability of food grains atifpxeces are assured which are
lower than the actual costs due to Govt. policy of providing subsidyatieorbs a part of the

economic cost (about 45%). The Govt. of India introduced a scheme knovemgeted Public

® FClI started its operation in Thanjavur by havitsgfirst office in January 1965. The R&D laboratasy Paddy
Processing Research Centre was established in Wdéch renamed now as Indian Institute of Crop Bssing
Technology (IICPT), under the Ministry of Food Pessing Industries, Government of India.

90



Distribution Scheme (TPDS) in 1997, and under the scheme the stackssaed in the

following categories:

1. Below Poverty Line (BPL): Under this category a fixed quantity of 35 Kg of Foodgrains
per family per month is issued, at highly subsidized Price of RspedXg. for wheat

and Rs.5.65 per Kg. for rice.

2. Antyodaya Anna Yojana (AAY): this scheme was launched in 2000-2001, under this
scheme the poorest of the poor among the BPL are identified amedokeodgrains are

provided at subsidized rates of Rs.2/- per kg of wheat and Rs 3/- per kg of rice by FCI

3. Above Poverty Line (APL): under this category families those got not covered under
BPL are placed the stocks are issued at Central IssuedPriées 6.10 per Kg for wheat
and Rs 8.30 per Kg for rice. Apart from these the FCI issue foodsgi@ the various

welfare programmes, in the country by both state and central governments.

4.7 Somefeaturesof FCI

The FCI implements various policies of the government by purghagheat and rice from
farmers at the MSP, as well as storing, transporting, andbdistry food grains to supply the
requirements of the PDS. Reaching the large number of poor lassvethe constrains in
resource performance of the FCl is critical to evaluatefteetiweness of India’s food policies.
However ensuing the accessibility to food grains in a countryofikedia’s is a Herculean task.

The food grains are transported from the surplus States to the deficit States.

» The surplus food grain is mainly confined to the Northern States tesnusportation

involves long distance throughout the country. The stocks procured in the snankiet
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purchase centres is first collected in the nearest depot andHesenthey dispatch it to

the recipient States within a limited time.

> FCI moves about nearly 270 Lakh tonnes of food grains over an averadestahce

covering 1500 Kms.

> Regularly rice and wheat procured in the Northern States is ntoyadflung corners of
Imphal, Manipur or Kanyakumari in Tamil Nadu and also to the high&ches of the

Himalayas in the North.

> Every day an average of 1,20,0000 bags (50 Kg) of food grains are ttadsgmothe

consuming areas, by rail, road, etc.

> The effective planning and Management of the transport Syste@latgularly moves
food grains and sugar from the procuring Region to the consuming region.

(www.fciweb.nic.in)

Farmers retain 60-70 percent of their rice and wheat productionddr aaimal feed, and for
their own consumptions. The FCI procures wheat and, to a lesser, @agdy from farmers at
minimum support prices. The FCI procurement policies are intergdad msurance mechanism
for farmers, providing price and income stability. Additionallypoqurement meets the
requirements of the public food distribution program as well asamtmn the buffer stock.
However, farmers are required to sell a share of their outpbetBCl, where the share is based
on the farmer’s holding size, the state, and the region. Sligigh/ than half of the marketed
food grain surplus (22 million tons in 1997-98) is handled by the public sedtibe, tive residual

is handled by private trade. Private markets in India handled 30-6@nperf domestically
traded wheat and 50-60 percent of rice (World Bank, 1999c).The FCI prdoacegrains from

farmers for the central pool, which is then sold to state govertsméat a central issue price),
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based on interstate allocation rules established by the cgatr@inmerft (Persaud and Rocse,
2003)

The Dept. of Food, GOI has issued a note for Central governmenttbkidgr/State Govt.
Undertakings to procure food grains for the Central Pool by expanbdengdope of MSP
operations in the areas where the government agencies inftastréar procurement is weak

and unable to carry out MSP operations. In such areas wheregmnenirexists to ensure that

farmers are not denied the benefit of MSP.

4.8 Operations of the FCI

Table4.1 Establishments of offices throughout the country by the FCI

State/UT

Zonal
Office

Regional
Office

Dist.
Offices

Andhra Pradesh

1

15

Arunachal Pradesh

Assam

1

Andamané&Nicobar

Bihar

Chhattisgarh

Chandigarh

Delhi

Goa

Gujarat

Haryana

Himachal Pradesh

Jharkhand

Jammué&Kashmir

Karnataka

Kerala

Madhya Pradesh

Maharashtra

Manipur

Meghalaya

Mizoram

Nagaland

® Special article on India’s Consumer and ProduceefPolicies: Implications for Food Security, Eoamic
Research Serices/ USDA Februrary 2003.
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Orissa - 1 7
Punjab - 1 11
Rajasthan - 1 8
Sikkim - - 1
Tamil Nadu 1 1 6
Tripura - - 1
Uttar Pradesh 1 1 19
Uttaranchal - 1 3
West Bengal 1 1 9
India 5 23 165+1*

Source:www.indiastat.com,Lok Sabha Unstarred quiesto.4670, dated 22.05.2006
For the smooth functioning of the operations throughout the country the FEstaddished its

offices which includes zonal, regional and district offices.(Sablel 4.1) This includes five
zonal offices and 23 state offices and 166 district offices (@fe®s), these districts offices are
located where there is more production of rice and whadicates the port office in Adipur.

Table 4.2 Details of the procurement done by the FCI and state agencies fraonvVidheating
Season (KMS) 2005-06 to 2009-10.

|Figuras in Lac Tonnes|

KMS 2005-08 KMS 200607 KM 2007-08 KMS 200808 t ;"‘; ?ﬁzzfm
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Sourcewww.fciweb.nic.in,2010
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The paddy procurement operation by FCI is declining in the stetese the Decentralised
Procurement Scheme is ongoing and where there is central pnecuréhe FCI has procured
well. The procurement by FCI in Orissa which was 12.23% in 2005-O6adecr¢o 4.98% by
2009-10. In Punjab the state agencies procure more than the FGintradised procurement in

Andhra Pradesh the FCI share is more than the state agencies. (See Table 4.2)

Table4.3 Details of the FCI procurement of rice for the central pool

[Figs. in lakh tonnes|
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As seen in the Table 4.3, the rice procured for the central pool byGhés high in Andhra
Pradesh as it has share of 96.18% in 2005-06 and at present it is 97.25% 10 2864es like
Orissa, Chhattisgarh and Punjab the share of FCI is decreadsulng that the state agencies
involvement in the procurement is positive and healthy under the dalcssdrprocurement
scheme. (The share of rice procurement by FCI is arriveg adding the levy received by FCI

plus paddy in terms of rice procured by FCI)

Table: 4.4 Import of Foodgrains by Food Corporation in India from 1982-83 to 2007-08(in ‘000

Tonnes)

Year Wheat| Rice Total
1982-83 1952.1 - 1952.1
1983-84 3738.8 465.5 4204.3
1984-85 689.5| 380.9 1070.4
1985-86 - 10.0**| 10.0**
1988-89 2011 683.8 2694.8
1989-90 - 532.7 532.7
1990-91 - 44.9* 44 .9*
1991-92 - 44.9 -
1992-93 2589 - 2675
1993-94 476 86 532
1994-95 - 56 -

1996-97 (P) 798 0 798.00@
1997-98 (P)| 1970.4 1970.46@
1998-99 (P)| 14145 1414.54@
2006-07 5380 NIL 5380
2007-08
(Upto 1st
May, 2007) 35.5 NIL 35.5

http://www.indiastat.com/table/foreigntrade/12/importoffoodgrains
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Abbr. : P : Provisional.
Note : *: Received in Repayment of Commodity loan.
**: Received from Vietnam in Repayment@dmmaodity Loan of 1980.
@ : Quantity Discharged.
$ : As on June 2008. Compiled from tlaistics released by : Ministry of Agriculture and
Foodgrains Bulletin, 2004. Dept. ofoBo& Public Distribution, Ministry of Consumer Adirs, Food & Public
Distribution, Govt. of India.

The years from 1986-87, 1987-88, 1995-96, 1999-00 to 2005-06 are not reported in tlas table
there were no imports of food grains by the FCI. There wastialpmport of wheat and rice in
regular intervals either to control prices or due to crop falutefrom the year 1999-00 to 2005-
06, India never imported food grains from outside. Whatever is produceguffasent for
consumption. From 2006-07 saw an import of wheat, though there was enouglbutithed to

the involvement of the corporate houses in procurement most of the iglpeatured by these
corporate houses by giving slightly higher than the MSP announcédebgovernment.(See
Table 4.4)

Table4.5 Export of Foodgrains by Food Corporation of India from 1993-94 to 2004-05 (figures
in 000’ tonnes)

Y ear Rice Wheat | Cotton Jute
I\el\z;!h Basmati | Other Hessian
1993-94 | 527.23 | 565.19 0.39 312.56 -
1994-95| 423.14 | 448.5 86.63 70.75 -
1995-96 | 373.31 | 4540.7 | 632.47 | 33.28 -
1996-97 | 523.16 | 1989.04| 1145.9 | 269.58 -
1997-98 | 593.79 | 1795.74| 1.52 157.53| 102.42
1998-99| 597.79 | 4365.89| 1.76 41.96 65.13
1999-00| 638.38 | 1257.79| Neg. 15.91 52.4
2000-01| 849.02 | 682.27 | 813.49 29.7 56.77
2001-02 | 667.07 | 1541.49| 2649.37| 8.23 51.28
2002-03| 708.79 | 4259.08| 3671.25| 11.75 -
2003-04 | 771.49 | 2640.57| 4093.08| 179.61 -
2004-05| 1126.13| 3645.87| 1996 73.6 -

Source:www.indiastat.com
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As observed in Table 4.5, the export of food grains increased over thefrom 527.23
thousand tonnes in 1993-94 to 1126.13 thousand tonnes in 2004-05 for basmati rice and for
general rice from 565.19 thousand tonnes to 3645.87 thousand tonnes. It wasratbatsthere
was increase in wheat export also, as in 1993-94 it was 0.39 thousandaondmased to more

than four thousand tonnes by 2003-04 and there was also substantial export of wheat in 2004-05.

4.9 FCI and Procurement Price

Figure 4.1 Components of Economic cost of FCI

Economic Cost

|
l l *

Procurment Costs Procurment Price Distribution Costs
Freight Handling Storage Intrest Losses(during Establishment
9 charges charges charges transport & storage)  charges
Incidental and Labour and Charges paid to

statutory charges Transport charges  siate Govts. for
storage and interest

Source: Madhura Swaminathan,epw, Dec25,1999

As seen in Figure 4.1 the economic cost is defined as the sommcoirement price, procurement
related costs and distribution costs. Subsidy = (Procuremem Prlerocurement Costs +
Distribution Costs) — Sales Realisation, Therefore Subsidy= Economic Cdes -Realisation.
The procurement price is the price paid by the FCI to producerthéopurchase of grain.
Procurement costs are the initial costs incurred during themgmoent of grains at mandis or
other procurement centers. Procurement costs or incidentalepamted under the following

subheadings: statutory charges, labour charges, amount paid tagetatées for establishment,
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storage and interest for stocks procured, port clearance cosésé€ioicimports) and other costs.
Distribution costs are the cost involved in storing and transportaig ¢ the final distribution
points. The components of distribution costs are freight, handling eg)esterage charges,
interest charges, transit shortages (loss during transit)gstshertages (loss during storage) and
establishment costs. The subsidy is defined as the differetwedrethe economic costs and the

price obtained from sales realization (See Figure 4.1) (Swaminathan, 1999)

In an attempt to bring down the subsidy, the government of Indiealsasl the PDS retail prices
several times in the first half of 90s but never considered to biomgh procurement prices.
Ironically, this only added to the problems, the price differencedmtwWDS food grains and
open market food grains came down and that the willingness for corssumdiuy PDS
commodities decreased subsequently. Though the procurement continusdltédren un
precedented high level of stocks, which further added to subsidy bill. (Mooij, 1999)

4.10 The government response to the procurement of food grains

The CACP wanted the government to be cautious as there were withglcdfihe state agencies
in procurement. It is noted that corporate groups staying out of proeut in the states where
there are restrictions on licensing, payment of taxes eto,tlat removal of these restrictions in
some states have made them procure for their business purposeCeiitne through FCI
procures rice mainly from Punjab, UP, Odisha, Haryana, Chhattisga Andhra Pradesh. The
food ministry hired National Collateral Management Servicesiteid (NCMSL) and National
Bulk Handling Corporation (NBHC) (subsidiaries of commodity excleangdCDEX and MCX,
respectively) for Kharif season2006-07 to procure paddy in MadhyadPra@disha, Bihar and

Rajasthan. Though the procurement was enough and expected to meetaiidD&Ifare
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scheme needs. Private sector wheat procurement, on the othewhardgher in states where
taxes are low. Punjab and Haryana where the taxes are above flte580curement is lower
allowing higher marketable surplus where as in Uttar PradeghstRan, Bihar and Madhya
Pradesh, where the taxes are far lower at 6.5%, 3%, 1% and 2.2%tivebpethe private

participation has been higher over the last few years.

Meanwhile, the domestic market was poised to witness furthanges with entry of
international agencies. The Australian Wheat Board (AWB) whashrhceived Government of
India’s permission to set up a wholly owned subsidiary in India. ThedBaogends to purchase
and sell wheat, rice, maize and other permitted agricultural calities. The AWB also
perceives India as a prospective market for Australian whetliei medium term and is certain

that India would start importing wheat in futdettp://www.rupe-india.org/42/failure.htinl

Further commenting on the import of the wheat from other countrieghémeunion agricultural
Minister Shri Sharad Pawar said “As representative of thergment, | know better than the
papers. Suppose | purchase wheat from Punjab and Haryana andeftbleell it to the entire
South India, my yearly storage charges and my transport cheloyes cost me Rs 1,150 to Rs
1,160 per quintal. My import price from Australia in southern India isesamat close to Rs 950.
It is my responsibility to protect the interests of the consuared for the sake of protecting the

interests, | have to build up my buffer stock, and essentially in southéia. For the sake of

" Response by the government agencies were pobe gsite offered by the government was less thaat igh
offered by the corporate houses (the situatiorase®f wheat where corporate like ITC, Cargill,iate) paid
more than the MSP offered to the farmers. Eveserai MSP was of no use and to overcome the steotteg

government decided to import wheat for PDS andtdbiles the price.
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building the buffer stock, in the case of an eventuality, | have no ¢hiow# import from

anywhere®(www.IndianFood Policy. in)

In March 2001, the then Prime Minister of India Mr. Atal Bihaajpayee told peasants at a
meeting in Haryana to “Look beyond wheat and paddy” switch to tuttdire, floriculture,
oilseeds and vegetable production and have a good export potential.” Witbntbeal of
restrictions on imports under the World Trade Organisation, he sdidnlfarmers would have
to grow less food and more of other crops. Thus it became offr@aGbvernment policy to
discourage food grains growth and thus ensure dependence on importolidyisvas also
defended by falsely claiming Indian farmers are growing toohngrain more than consumers
consume. Agricultural Minister Mr. Sharad Pawar in 2005 said that the days ofimgpadrtood
grains were over; he boosted the some states in satisfyingptimry’s hunger. He wants the
Punjab and Haryana to reduce their production of wheat and rice, wimchlkhgndance, as there
is a allocation of Rs.150 billion nation horticulture mission, the budgstation increased in
agriculture in 2005-06 and 2006-07 and devoted much to the horticulture andimyetioen

projects. (www.rupee-india.org/42/crisis.html)

Interestingly, in Rabi season 2006-07the food ministry engaged NaGohateral Management
Services Limited(NCMSL)and National Bulk Handling CorporationtMB for wheat
procurement in UP. Not for surprisingly, the dip on government prownein two successive

years has laid to have a new policy with guidelines on alloviieaggbvernment to outsource

8 Agriculture minister Mr. Sharad Pawar justifyirfeetimport of wheat
® Aspects of India’s Economy: How the Wheat Cridi@06 Created, issues no 42. December 2006
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grain procurement to private sector companies and this actma sfiangent criticism on the

track record on wheat procurement made for the central pool in 2006-07.

For Rabi marketing season (April-March) 2007-08, FCI also hired BIABS its agent to buy
wheat for the central pool from states of UP, Madhya PradestgstRan, Bihar and
Uttarakhand. Significantly the UP which is the third most irtgodr procurement state for
wheat, faltered on its normal share of supplies to the Centre b&@0®B-06 and 2006-07,
leaving an indelible mark on the overall amount collected for theatgyaol. That necessitated

huge wheat imports to beat sky-rocketing domestic prices.

Increase in the private sector procurement by corporate $éréfall of four million tonne in
2006-07, against a target of 15 million tonnes. These developments ageskeim as a
deliberate strategy by the government for relaxing MSP apesatn favor of bigger private
sectors to procure food grain in the future. However, the 18th repdtieoParliamentary
Standing Committee on food had asked the ministry for a spe@fificition on why FCI was
using the services of certain private subsidiaries of commexliiyanges for foodgrain purchase
when forward trading in wheat and rice was banned by the governhienpanel recommended
that buying foodgrain through private companies be discouraged. Therynmiisfood in
response to the panel said that the NCMSL and NBHC are theesgitaviders not the

procurement companies and they are not even paid the one percent of the trade fees.

From the situations that arose with difficulties in procuringthyy government agencies, it is

noted that the Government adopted a policy of keeping the Minimum Suppmearidiin order
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to reduce food procurement. The Economic Survey of 2005-06 states tleaem years the
Government deliberately restrained increases in the MSPs ‘itteemlicy for Rabi and Kharif
crops announced modest price increases in the past five years. Vami@ent's policy of
restraint in announcing hike in MSP of principal cereals ikislyl to address the problems
associated with excessive concentration on production of two crops, navhelgt and rice.”
The reason behind restraining the MSP is that it deliberatetyswhe peasants to shift away
from wheat and rice to other crofls (See Annexurel for the MSP Recommended by CACP for
different crops) The new guidelines by the government which alhwsprivate sector
involvement primarily in those areas where procurement majoh&@€weak infrastructure and
state government establishments were not adequate for the procurement
operationghttp://www.rupe-india.org/42/failure.html)

4.11 Public sector organizationsin Procurement

Apart from the FCI there are other organsiations establishéddqurpose of procurement and

marketing of various crops at both state and national level.

4.11.1 Cotton Corporation of India
The Cotton Corporation of India (CCI) was established as a pulagiorsagency in the year

1970. CCI was organized for handling imports, purchasing domestic reom totsafeguard the
interest of growers and consumers, imparting the needed stabilijteo prices in the long run
and for maintaining the supplies to government and private textile. mit makes the price
support as well as commercial purchase to provide price suppohetaotton growers in

different states except Maharashtra. Maharashtra does owtth traders to buy cotton from

®The Government's officiaEconomic Survey 2005-06, claims that large Government procurement hunigpei

traders and discouraged them from expanding irfighe of agricultural marketing: “Reduction of péte trade in
wheat and rice in the northern states of Punjab layana also possibly led to the ‘crowding out’ prifvate

investment in agricultural marketing channels.” he Government wants to encourage private investriten
agricultural marketing by keeping the MSPs low, diarting more grain into the hands of privatelga
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farmers. The Maharashtra state cooperative cotton growelsetmgr federation has been

designated as the state agency to buy all the cotton offered by the farenpre-@lecided price.

4.11.2 Jute Cor poration of India
Jute Corporation of India was set up in 1971, by the government of India to implement the polic

of price support to farmers. The main objective of the JCI isore the jute growers set a
reasonable price for their produce and save them from exploitatighebyniddle men. It
undertakes purchase of raw jute from the growers at the minimppod price so that the

market price of raw jute does not fall below the MSP level at any time

4.11.3 Commaodity Boards
The commodity boards are essentially producer controlled organisatibimsgovernment

monopoly power over a broad range of functions starting with production, pingesnd
marketing of crops. These boards function under the purview of mire$trgommerce,
government of India. The state government has little control ovee theards; these boards are

mainly confined to plantation and commercial crops in India.(See Table 4.6)

Table-4.6 Important commodity boards set up and functioning in the country

Coffee Board 1940
Rubber Board 1947
Central Silk Board 1949
Tea Board 1953
Tobacco Board 1975
Spices Board 1986
Cardamom Board 1966
Areca nut Board 1966
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Coconut Board 1981

Cashew nut Board 1966
National Horticulture Board 1984
National Dairy Development Board 1965

National Oilseeds and Vegetable oils Developmerar8(gNOVOD) | 1983

Source www.agrico-op.nic.inwww.dacnet.nic.in

4.11.4 Agricultural and Processed Food Products Export Development Authority
The Agricultural and Processed Food Products Export Development Autt®RBDA) was

established by the government of India under the ministry of cooemar 1986, under the
agricultural and processed food products export authority act, 1985. Theohjactives of

APEDA are to maximize foreign exchange earnings through increased agrts égpproviding

higher incomes to the farmers through higher unit value realizato create employment
opportunities in rural areas for encouraging value added exportarmaf products and to
implement schemes for providing financial assistance to improvehpogst facilities to boost
their exports. APEDA has brought qualitative changes in the agriaumarketing system and
environment and has increased the credence of agri- busindss pnotducts. (Acharya,2004:

328)

4.11.5 Directorate of marketing and inspection
The Directorate of Marketing and inspection (DMI) earlier known Gentral Marketing

Department was established under Agricultural Produce (Grading and Makkingf) 1937, and
later amended in 1986. The present AGMARK standards cover qualigliges for 205

different commodities.
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4.11.6 Department of Food Civil Suppliesand Consumer Affairs
At national level this department manages the affairs connectdd tive procurement,

distribution and import-export of food grains. The objective of this riey@at is to monitor the
prices of essential commodities, maintenance of regular suppbodfldy regulation of stocks,
collection of levy and implementation of policy relating to publistrifbution system. At state

level also there are departments of food and civil supplies with almost the sacteseb)

4.11.7 North Eastern regional Agricultural Marketing Cor poration
The government of India set up the North Eastern Regional AgniauMarketing Corporation

(NERAMAC) in 1982 to help foster development of agricultural markeimgNorth-Eastern
states of Assam, Arunachal Pradesh, Tripura, Mizoram, Manipur, Meghalayagalhin. The
main activities assigned to NERAMAC are to promote domesHdketing, processing, post
harvest handling and exports. It acts as a central agencylenient the central government
policies and programmes and coordination in the states to ensure aeralbpment of

agricultural and allied commodities marketing.

4.11.8 Central and State Warehousing Cor porations
The Central Warehousing Corporation (CWC) was established on 1957 tedeentral

warehousing corporation act, for scientific reliable storagsitfas for agricultural commodities
and to act as an agent of government for the purchase, sadgestord distribution of these
commodities. CWC has created warehouses at places at allléndl whereas in the states,
state warehousing corporations (SWCs) have been establishedrfongcaimilar functions in

the important markets and towns of the state.

4.11.9 State Agricultural Marketing Boards
Agricultural produce market acts of the state agriculturaketarg boards in the early seventies

state agricultural marketing boards were established in & stdlowever, there is considerable
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variation in the organisation, functioning and composition of the stateudgral marketing

boards from state to state.
The main functions of these boards are:

» To tender advice the government on the functioning of the market ctsasn@nd on

improvements in agricultural marketing as and when referred to

» To frame bye-laws, help in the functioning of market committeepervise their
operations and help auditing their accounts,

» To create market infrastructural facilities for grading aaddardization, construction of

market yards and sub-yards, market roads and link roads in the markets, and

» To carry out the training of officers and staff in various mange#ctivities and also
conduct research in solving the problems connected to marketing of agakul
commodities. (Acharya, 2004 : 328-336)

4.11.10 Cooper ative Marketing Organisations
In the last few decades a large number of farmer's coopenai@rketing organisations have

been established in the states for undertaking marketing and pngcassitions on behalf of
farmers. Cooperative marketing in India is four tiered struciiure.primary marketing societies
are at the base level and district/regional federations fundtiiwe aistrict level. There are state
marketing federations at the state level and national federatiaie country level. NAFED

and NCDC are national level federations.

4.11.11 National Agricultural Cooperative Marketing Federation
The National Agricultural Cooperative Marketing Federation of Imgli@n apex organisation of

marketing cooperatives in the country. It was setup in 1958 to strengibparative marketing
by promoting interstate trade and export of agricultural comnesditith the primary objective

of helping the farmers. The state level marketing federatioststa level commodity marketing
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federations are its constituent members.

4.11.12 National Cooperative Development Cor poration
The National Cooperative Development Corporation was set up in 1963, inadexctt of

parliament for promoting, guiding and supporting rural economic aesvibn cooperative
principles. The corporation supplements the efforts of the staterrgonents in promoting
cooperatives. It provides financial assistance to cooperative issci#trough or on the

guarantee of the state governments.

4.11.13 Tribal Cooperative Marketing Federation of India
The Tribal Cooperative Marketing Federation of India (TRIFED}¥ watablished in 1987 to

develop the system of marketing of forest products produced by Iblagstin the country. It
arranges marketing and export of minor forest products produced kybtiés in their areas to

protect them from exploitation by the private traders because of poor demand.

4.11.14 Panchayat Raj I nstitutions (PRIs) and Self-Help Groups (SHGS)
The Panchayat raj system is a nationwide movement ensunngccdeic decentralization and

creating a sense of confidence among the villagers in the spiedecision making.
Government of India has recently accorded PRIs a constitutionas.stébday we have 2.2 lakh
Panchayat, 4,567 Panchayat samitis and 349 zilla parishads. Haugimgedcstatus of self
governance, Panchayats are appropriate bodies to undertake variousngaidtevities in rural
areas for the benefit for the farmers by making the systeme efficient and sensitive to the

marketing requirements.

Apart from panchayati raj institutions, voluntary non-governmental csgaons and self-help
groups plays an important role in the improvement of the marketisitgrayat the farm and

village levels. (Acharya, 2004)
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4.12 Private Procurement Agencies

4.12.1 National Collateral Management Services Limited (NCMSL)
NCMSL is one of the country's leading organizations providing a bouqseingtes to manage

risks across various stages of commodity and inventory handling undieigla umbrella.
Incorporated in 2004, under the provisions of the Indian Companies Act, 1956)ahdmdia
operation provides commodity handling and risk management servicesembs clicross the
country. Apart from this they are geared to handle operations @assing the sale, purchase,

trading, and movement of commodities & inventories.

NCML is the first private procurement agency to be engagetidosovernment of India (GOI)
to procure commodities under the Minimum Support Price (MSP) operationas a leading
private service provider to Food Corporation of India (FCI) in Ori€shasha), Madhya Pradesh,
Bihar, Rajasthan and Uttar Pradesh. It procured and handled close tiltion tonnes of
paddy and wheat on behalf of FCI under MSP operations since 2005-0tedyservices alone

they reached more than 0.5 million farmers.

Their procurement services are provided through 40 regional offices, &@r€ / Mandis.
Apart from the procurement, they also encourage the farmers to open the bank accriata

so that they can get pay cheque from the agency on their name faadiie delivered. Along
with procurement team consists of agri - professionals with eqriin handling agricultural
commodities in various parts of the country. With over three yegreriexce in handling
logistic-intensive procurement operations for the FCI, STC, Pri@aimpanies etc, NCML is
also fully geared to offer procurement services to Corporate T&aders.

(http://www.ncmsl.com/index.a¥p

4.12.2 National Bulk Handling Corporation (NBHC)
NBHC is one of the India’s leading integrated commodities alldteral management company
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distinguished as the first such service provider in the country tonobtailSO 22000:2005
certification and a 'Category F' membership of GAFTA (ThdarGaad Feed Trade Association,
UK). It is part of a unigue commodity ecosystem, which provides Gam@olutions in
Commodity and Collateral Management. It delivers customized anmmlessolutions to enable
customers to increase revenues, decrease costs, mitigate amsksleverage business
opportunities on a pan-India level. It has demonstrated its ability to "Adee\YalCommodities"
which is exhibited by its track record of consistently delivgiimvaluable quality service to its
customers and associates. It has a pan-India presence mgastagage facility (warehouses and
cold storages) under the lease and franchisee basis, covering aseeppaver million MT

capacity. fittp://www.nbhcindia.com/aboutus/aboutus.html

4.13 Summary

India carefully built a food security system which was basethe dual objective of protecting
small farmer’s livelihoods through price regulation, and the foodsighthe poor through the
Public Distribution System with a network of 5 lakh fair prateps to provide affordable food.
Having created a scarcity in the public distribution system, thergment is now proposing to
increase food prices and reduce ration quotas even for the householdsheepmverty line. As
it is, 90 percent of the rural poor spend 60 percent of their income on food, and rece@EFUNI
has reported that one third of the worlds mal-nourished children amdian IHowever this food
security and food sovereignty network is being ignored. By imyithre private agencies to
procure food grains on the government’s behalf might give good respotigkyjribut in the
long run it has to be monitored as farmers concerns should be the resipprsi the
government not corporate sector. If India has to be close to aupigaad security, it has to

have effective procurement and for that the government needs to be the major player.
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CHAPTER-5
PADDY PROCUREMENT PROCESSIN ORISSA

5.1 Profile of Orissa
Orissa is situated in the east coastal region of the coutdrgebgraphical area is 4.7% of

India’s landmass making if"8argest state and 3.47 percent of India’s total population making it
eleventh largest as per 2011census (see Table 5.1); nearly 8% abulation lives in the rural
areas and depends mostly on agriculture for their livelihood.

Figure 5.1 Map of Orissa including districts
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Table 5.1 Socio-Economic Profile of Orissa

SI.No | 2011 Census In Figures

1 Total Geographical Area in sq. kms 1,55,707

2 Total population 4,19,74,218

Male: 2,12,12,136
Female: 2,07,62,082

3 Decadal growth rate2001 — 2011 (in %) +14 %

4 Density of Population per Sq. Km., 270

5 Sex Ratio (Females per 1,000 males) 979

6 Total Urban Population 70,03,656

7 Total literate &Literacy rate (Excluding 0 - |@,67,42,595
population) 72.9%

8 Total male literate &literacy rate 1,50,89,681 (81.6%)
Total female literate & literacy rate 1,16,52,914 (64.00%)

9 Total Scheduled Castes Population&percentage to tGthi88,463 (17.1 %)
population

10 Total Scheduled Tribes Population 95,90,756 (22.8%)

11 Number of Districts 30

12 Number of Tehsils 317

13 Number of GramaPanchayats 6,232

14 Total Number of Villages 51,313

15 Number of statutory towns including census towns 116

16 Number of Municipal Corporations 03

17 Number of Municipalities a7

18 Number of Assembly Constituencies 147

19 Number of LokSabha Constituenc 21

Orissa is blessed with rich natural resource endowment, havast farea of 58,136sgkms
(37% of Geog. Area), coast line of 480 km, abundant water resources and netiiga 28.56
lakh hectares. It is also a mineral rich state in the cowvithylarge reserves of many important

minerals. (see Table 5.2) In spite of this natural wealth, ®is®ne of the poorest states in

India.

Sourcehttp://rcOrissa.gov.in/socio-economic
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Table5.2 Mineral Reserves in Orissa

SI.No | Mineral Reserve In Million Tonnes| All India percentage
1 Coal 65,121 27%
2 Iron Ore 5,074 33%
3 Bauxite 1,806 55%
4 Nickel 174 92%
5 Chromite 170 95%

Sourcehttp://planningcommission.nic.in/plans/stateplaegent/Orissa .p(#011-12)

5.2 Orissa: Agriculture
Orissa is primarily and essentially an agricultural stafgricultural sector supplies the bulk of

wage goods required by the non-agricultural sector and the rawiah&be a large section of
industry. Transport, marketing, processing and utilisation also hatem@g bearing on the
tertiary sector of the economy. It also provides a chief sourcapfal for the exploitation of
vast natural resources like minerals and forests in which tbe istaich. By examining the
paramount importance of agriculture for the overall economic dpneint of the state, P.S.
Lokanathan Committee recommended for a rise in productivity otwdfymal sector for an
impressive increase in the state per capita income in eaiBss (Mishra, 2000). It is stated that
agriculture sector provides the both direct andindirect employmeataund 65% of its total
workforce as per the 2001 census. Agriculture in the state comtiouee characterised by low
productivity due to traditional agricultural practices with inadeqeaggtal formation and low
investment, the inadequate irrigation facilities and uneconomicaditend holdings. 62% of

cultivable land is under the rain fed and is exposed to the vagaries of the monsoons. (Ray, 2005)

The percapita availability of cultivated land which was 0.39drecin 1950-51 has declined to
0.16 hectares in 2002-03. 81.98% of the cultivable land is held by smatiangthal farmers as

per agricultural census 1995-96,most of these farmers do not havedhs tonenake adequate

113



investment in agriculture because of poverty. Though agriculture isamplex and multi-
dimensional enterprise its development largely depends on the aitersagro-climatic

conditions, technology inputs, system of landholdings and other socio-economic factors.

Agriculture in state which contributes about 26% of the state SGdPabout 65% of the
workforce still depends on agriculture. The average size of landnigoilslil.25 ha.in the state.
Most of the small and marginal farmers constitute about 83%eofarming community, the
state is divided into the ten agro climatic zones on the basts ebil structure, topography,
vegetation, humidity and rainfall .(See Table 5.3)

Table 5.3 Agro climatic zones of the state.

Agro climatic zone Districts

One- North-Western Plateau Sundergarh and Deogarh

Two- North-Central plateau Mayurbhanj and Keonjhar

Three -North Eastern coastal Plain Balasore, Bhkaaind Jajpur

Four -East and south eastern coastal plain  Cuftagatsinghpur,Kendrapada,Puri,Khurda,&Nayadarh
Five-North eastern Ghat Ganjam, Gajapati,Rayagadihni

Six-Eastern Ghat high land Koraput,Nowragpur

Seven-South eastern Ghat Malkangiri

Eight-Western undulating zone Kalahandi,Nauapada

Nine -Western central table land Bolangir,Sonepoudh, Sambalpur,Bargarh,Jharsuguda
Ten- Mid central table land Dhenkanal,Angul

Source: Status of Agriculture in Orissa, 2008.

These agro climatic zones are important for the various cropshvéere cultivated in these
districts.

The average rainfall is 1452mm, of which about 80% is confined to monsoomsn@uone-
September). Total irrigation potential is 27.63 lakh hectares inifkdrad 13.31 lakh hectares in

Rabi season, the total food grains production in the state during 2007-@W8&slakh tones,

which is 4.06 % of the national food grain production.
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The per capita availability of cultivated land which was 0.39 hectares in 195045teddo
0.13 hectares in 2006-07. In 2000-01 there were about 40.67 lakh operational holdings in the
state out of which marginal and small land holding accounts for 83.8%, medium for 15.9% and
the large farmer holding is less than 1%. The majority small size of theiopatdioldings

along with the poverty of people posses a big challenge for its agricultural greaethatde 5.4)

Table 5.4 Category of farmers in state

Farmers land No. Of| Area in| % to
holding Holdings | lakh Total
In lakhs | hectares.
Marginal (<1.0 ha) 22.95 11.55 23
Small (1-2 ha) 11.4 15.44 30
Semi-medium(2-4 | 5.00 13.44 27
ha)
Medium (4-10 ha) 1.45 8.17 16
Large (> 10 ha) 0.13 2.21 4
Total 40.67 50.81

SourcesStatus of Agriculture in Orissa,2008.

According to the agriculture report (2008) the present scenar@méihHoldings is that more than
50% of the farmers in the state either own or rent a piecadffta cultivation. The reasons for
the low productivity is largely connected with the financial igbito have more inputs in

cultivation by the small and marginal farmers in the state

Table 5.5 Food grains, area and production in Orissa from period 1950-51 to 2007-08

Years Areain lakh ha. Production in lakh MT | Productivity in Kg per ha.
Cereals | Pulses | Total | Cereals | Pulses | Total | Cereals | Pulses | Total
1950-51 40 4 44 21 2 24 510 52( 546
1960-61 40 5 45 38 2 40 943 443 906
1970-71 49 8 57 44 5 49 898 552 847
1980-81 52 17 69 51 9 60 982 514 865
1990-91 50 21 71 59 11 70 1181 551 992
1998-99 49 16 65 58 6 64 1180 391 989
1999-00 51 16 67 56 7 63 1108 403 937
2000-01 49 14 63 50 5 55 1032 365 884
2001-02 49 17 66 75 7 82 1526 400 1232
2002-03 47 13 60 36 4 40 767 349 675
2003-04 49 16 65 71 6 77 1444 379 11778
2004-05 49 17 66 70 6 76 1414 378 1154
2005-06 49 19 68 74 8 82 1513 42% 1211
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2006-07 49 19 68 74 9 83 1520 444 1213
2007-08 49 20 69 83 9 92 1695 458 13B9

Source: Status of Agriculture in Orissa 2008.

In Table 5.5 food grain consists of cereals and pulses from the alil@enme can see the area,
production and vyield of food grains from 1950-51 to 2007-08 of the state. Yedrglof
production are the years where there is no natural calamitycaweefer to Table 5.6 on natural

calamities in Orissa and correlate it with Table 5.5 on food grain production.

Table 5.6 Natural Calamities occurred in the state year wise

SL.No. YEARS NATURAL CALAMITY
1 1965 Severe Drought
2 1966 Drought
3 1967 Cyclone & Flood
4 1968 Cyclone & Flood
5 1969 Flood
6 1970 Flood
7 1971 Cyclone & Flood
8 1972 Drought & Flood
9 1973 Flood
10 1974 Flood&Severe drought
11 1975 Flood
12 1976 Severe Drought
13 1977 Flood
14 1978 Tronados,&Hailstorms
15 1979 Severe Drought
16 1980 Flood&Drought
17 1981 Flood,Drought&Tornado
18 1984 Drought
19 1985 Flood
20 1987 Severe Drought
21 1990 Flood
22 1992 Flood& Drought
23 1996 Severe Drought
24 1998 Severe Drought
25 1999 Severe Cyclone
26 2000 Drought & Flood
27 2001 Flood
28 2002 Severe Drought
29 2003 Flood
30 2004 Moisture stress
31 2005 Moisture stress
32 2006 Moisture stress&Flood
33 2007 Flood

Source: Status of Agriculture in Orissa,2008.
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5.3 Orissa:Agriculture Policy
Recognizing the importance of this sector and its contribution totéte'sseconomy the state

government has come up with a comprehensive agricultural policis gélie agriculture the
status of an industry. During the tenth plan the agriculture sextprojected as one of the
growth engines for accelerating the pace of development stdkee The first State Agriculture
Policy of 1996 was set up with the aim of doubling the production of fomdsyand other crops
by generating adequate employment opportunities in the rural saudoeradication of rural
poverty within a specific time frame. The main objectives tlse$eut in the State Agriculture
Policy of 1996 was to uplift the agriculture with integrating éhgployment opportunities in the
state.

» Encouraging the rural youth to participating in agricultural aotisiby promoting the
commercial marketable crops, to create the entrepreneurshicoyraging horticulture
which will also creates an opportunity to have skilled labourshi®mntodern agricultural
practices. By providing mechanisation for agriculture, establisluhgagro based

industries and food processing units to help the farmers.

> Providing of irrigation facilities up to 50% of the land by complgtihe incomplete
irrigation projects and also by adopting integrated programmesdagoroblematic soils
such as water logging, soil erosion, waste land, saline andnalkahids along those with

sift cultivation .

» By promoting private players in marketing of the agriculturaddpce along with
identifying of the thrust crop in the different agro climatieas and to reorient the

agriculture towards exports. (Ray,2005:193)

5.4 Cropping Pattern
Rice/paddy is the principal food crop of the state. The “Intedr&Cereal development

programme for Rice” was adopted and being implemented in the sstete 1995, with an

objective of augmenting paddy production and enhancing productivity rnms tef rice by
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adopting a package of scientific practice. A major componenhisfgrogramme was to
increase coverage of area under High Yield Variety (HYV) se@aspite of having inadequate
irrigation facilities,shortage of HYV seeds,low use of fertitz and pesticides, there has been a
significant expansion of area under HYV crops in the state. hy#ddy Area increased by

97.76% during the period of 1998-99 to 2002-03.

The paddy crop in the state occupies about 44.47 lakh ha.(41.18 lakh ha. durihgddsmnm
and 3.29 lakh ha. during rabi season). The entire Rabi area irathessirrigated and covered
by HYV paddy where as the Kharif paddy area by irrgais about 36%. The yield rate of rice
is 1.7 tonnes/ha. as against national average of 2.1 tonnes/ha. (See Table 5.7)

Table 5.7 Rice crop share in area, production and productivity

Years Areain lakh ha. Production in lakh MT Productivity Kg/ha

Kharif | Rabi | Total | Kharif | Rabi | Total Kharif Rabi | Total
1950-51 38.5 0.1 38.6 20.0 0.1 2041 520 600 520
1960-61 37.7 0.3 38.0 37.2 0.2 37.4 984 697 986
1970-71 43.3 14 44.7 39.1 1.9 41)0 907 1387 917
1980-81 40.2 1.7 41.9 40.3 2.1 43)0 1008 1571 1D26
1990-91 41.9 2.1 44.0 48.4 4.3 52[7 115k 2019 1198
1998-99 41.8 2.7 44.5 48.9 5.0 53,9 1169 1889 1p12
1999-00 42.2 3.8 46.0 42.8 9.1 51,9 1018 2389 1127
2000-01 42.3 2.0 44.3 41.7 4.4 461 987 2136 1p41
2001-02 42.3 2.7 45.0 65.7 5.8 715 1154 2127 1589
2002-03 40.9 1.8 42.7 28.2 4.2 32,4 690 2352 159
2003-04 42.5 2.5 45.0 62.0 5.3 67,3 1459 2112 1496
2004-05 42.0 2.9 44.9 58.8 6.5 65,3 1401 2230 1455
2005-06 41.54 3.25| 4479 6249 7.14 69/63 1504 219854
2006-07 41.36 3.14] 4450 61.96 7.32 69/28 1498 2828557
2007-08 41.18 3.29] 4447 68.26 7.88 76/14 1658 2898712

Source: Status of Agriculture in Orissa, 2008

The Agricultural Policy of 1996 accords priority to multiplicationto§h yielding variety of
seeds by replacing the traditional varieties which is beind uséhe state for long time. The
seed multiplication is through the departmental agriculturalsfisoch as , Orissa State Seeds

Corporation, Seed Village Programme and along with privateteegis seed growers. The
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Certified seeds are supplied to the farmers through its 628 departmentaindats cated in all

over the 314 blocks of the state. (Ray, 2005:195)

With a hope of getting more yields the Kharif areas were browgthér irrigation, were as the
Kharif rice/paddy is cultivated in all types of lands even on salgmal lands. The tribal hill
areas where tribal farmers cultivate paddy with a leasb@gri inputs by which they obtain low

yield. These farmers generally go for mixed cropping so as to compengatbenvdther crop.

As the operational units are small and fragmented, and less scepalbbnd marginal farmers
adopting to the new technology. The farmers were brought underdtitetional finance for
getting the crop loan for better productivity. The government iadiato improve the
productivity by implementing the centrally sponsored programme “wiauk rice development”.
Functioning since 2001-02, under this programme farmer were givemgsiand to have rich
experience they were taken to exposure visits to other areigssdheme is now replaced with

National Food Security Mission since 2007-08.

To achieve the target of 25% Seed Replacement Rates (SRR)ef paddy by the end of
eleventh plan, 6lakhs quintals of seed will be produced. It is observad thassa the SRR is
low by which there is less productivity(The SRR refers to the percentageabf crop in which
improved/certified seeds are being used in a given crop seasagahipthe SRR rate is 10%

for paddy the most important crop of state. (Orissa Agricultural Policy R&0O8)

To provide better returns for the farmers, the government as®in its eight plan had made

efforts to divert more than 2 lakh hectares of paddy cultivabhe lmto remunerative
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cropping,(commercial cropping) it is observed that 70% of the cudtivatea is covered under
paddy cultivation. The shift from paddy to cash crops to ensure betiiens were encouraged.
It also encouraged the farmers to go for other crop along \aithlypthose suitable for their
cultivation. Most of these programmes were in low rainfed distof the KBK region, cotton
crop was promoted in 2002 where it recorded 0.47 lakh bales and ibwentreased to 1.42
lakh bales by 2003-04. Apart from this crop promotion of horticulture, vegstgtbtato in river
bed regions, oilseeds, spices were also promoted as the altefiaativéncome crop to the

farmers.

Table 5.8 Surplus/Deficit of food grains Production & Consumption

Projected | Adult Total Total Surplus/
Years _Population Population _Requirement _Production Deficit

in Lakhs @88% in| in MTs in MTs in MTs

lakhs

1998-99 | 350.85 308.75 73.54 63.78 -9.76
1999-00 | 357.91 314.96 75.02 62.65 -12.3)7
2000-01 | 365.10 321.28 76.53 55.35 -21.18
2001-02 | 371.03 326.51 77.77 82.33 4.56
2002-03 | 377.06 331.81 79.04 40.44 -38.60
2003-04 | 383.19 337.21 80.32 77.37 -2.95
2004-05 | 389.41 342.68 81.62 75.89 -5.73
2005-06 | 395.74 348.25 82.95 82.21 -0.74
2006-07 | 402.16 353.90 84.29 82.98 -1.31
2007-08 | 408.70 359.66 85.67 92.13 6.46

Source: Status of Agriculture in Orissa, 2008.
From Table 5.8 we can analyse that the surplus and deficit of faodfgr the population of the
state. We can see that only two years show a positive surphds in 2001-02 and 2007-08.
While Natural calamities continue to be there in one form or therah the state, there are
numerous projects implemented in the state with help of both stateeatrdl government for

development of agriculture.
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5.5 Fertilizer Use
For any better output of agriculture productivity manure plays awtlrole, in protecting the

land fertility, whether it is chemical or organic/ naturalnature. The use of the chemical
fertilizers increased in the state. It was 33.52 kg per lentat989 and increased to 39 kg per
hectare by 2003. This was very much emphasized in the1996 agricptilicgl of state to use

for usage of fertilisers(Ray, 2005:205)

According to the State Agricultural Policy 2008, the fertilizensumption in the state is 53 kg
per hectare as compared to the national average which is mard@8akg per hectare. (see
Table 5.9) The policy mainly emphasized on the balanced fertilizatithnapplication equal to
the plant need and soil nutrient content.

Table5.9 Fertilizer consumption per hectare from 1961-62 to 2007-08

Year Consumption kg/hect.
1961-62 0.76
1971-72 7.25
1981-82 0.68
1991-92 19.96
2001-02 41.00
2002-03 39.00
2003-04 39.00
2004-05 43.00
2005-06 46.00
2006-07 47.00
2007-08 53.20

SourceStatus of Agriculture in Orissa, 2008
The chemical fertiliser usage in the state has taken a gprgggs from a meagre 0.76kg/ha.
during 1961-62 to 53.2kg/ha. by 2007-08 but below the national average , futherbe

raised on with the availability of the materials and required quantitagfoadable price.
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Table.5.10 showing the details of Sowing, Harvesting and Marketing period of nliffeops in
both the seasons

KHARIF
Crops Sowing period | Harvesting period Peak marketing period
Paddy May — August September-December October-danua
Ragi May-July August-November September-November
Mung June-August August-October September-November
Biri June-August August-October September-November
Groundnut June-July September-November OctoberiDieee
RABI
Crops Sowing period Harvesting period peak marketing period
Paddy December-February April-May May-July
Wheat November-December February-April March-May
Mung October-February January-May December-April
Biri October-February January-May December-April
Kulthi September-November December-January Jank@tyruary
Groundnut| October-February January-May February-May
Mustard September-December December-March Janyaniy-A
Potato October-December January-March February4Marc
Onion November-December March-April March-April

(Source: Directorate of Agriculture & Food Produnti®rissa (www.Orissa.gov.in)
From Table 5.10 it is noticed that only few crops like paddy, Mungdlmd Groundnut is

cultivated in both the Kharif and Rabi seasons in Orissa.

Table.5.11 Production of Different Crops in Orissa from 2000-01 to 2007-08(figures inO0O0'MT)

SI.No. [ Crops 2000-01 | 2001-02 | 2002-03| 2003-04 [ 2004-05 | 2005-06 | 2006-07] 2007-08(p)
1 Rice 4613.00 | 7148.98 | 3243.6 | 6734.00 | 6537.00 | 6963.00 | 6928.00( 7613.58
2 Wheat 20.12 27.26 18.91 25.18 21.83 23.67 23.78 27.86

3 Ragi 151.55 14459 |[127.49 [ 139.71 | 142.01 141.81 | 144.25 | 165.29
4 Mung 153.88 239.58 | 1515 200.14 | 211.02 269.11 | 293.13 | 306.05
5 Urad 142.87 225.y 96| 134.28 | 184.41 | 184.95 218.32 | 242.83 | 254.7

6 Groundnut| 228.41 333.55 | 217.23 | 336.68 | 351.28 342.39 | 378.91 | 428.89
7 Sesamum | 59.79 103.9 43.8 76.5 88.38 103.79 | 105.95 | N.R

8 R&M 25.54 39.21 25.33 32.51 29.01 39.63 40.71 41.37

9 Potato 85.86 78.4 70.32 75.82 16.51 16.44 79.31 94.25
10 Onion 229.42 172.53 | 238.79 | 240.34 | 241.85 243.87 | 260 277.37

(Source: Directorate of Agriculture & Food Prodoati Orissafww.Orissa.gov.iin
Note: R-Rape seed, M-Mustard, NR-Not Reported
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Table 5.11 clearly indicates that rice /paddy is the major crop cultivatedssa and there is not
much substantial change in production in last eight years. Butawesee that there is an
increase in production of other crops especially oilseeds (sesam@dgut, rapeseed &
mustard), pulses (Mung & Urad), millet crop Ragi, wheat and di&psonion &potato. This
new Agricultural Policy adopted by the government of Orissa alsgilies importance for the
development of other commercial crops in the region to avoid dependeratber states. The
state is willing to provide all the infrastructure help for the cultivation ofetlcesps.

5.6 Agricultural Marketing

In Orissa markets are generally classified as pyimaarkets, secondary wholesale markets
situated at the district headquarters or near railwayostatiand terminal markets, where the
produce is assembled for further distribution within the state or for exporghrd/RR.C, 2000)
Mishra pointed out that the regulation of the marketing is done ss&@runder the provisions of
Orissa Agricultural Produce Market Act 1958 and marketing rolel958. The basic objective
of this regulation is to protect the producer-sellers from théclobs of unscrupulous
businessmen and to ensure competition in the market yard to provielegoitt to the producer

and sellers. (Mishra. R.C, 2000:50)

The marketing federation works as theapex organisation under #etwstructure supported
with 52 regional co-operatives marketing societies and 15 coopecativstorages. Apart from
this there is Orissa State Tribal Development Cooperation ars$a00il Seeds Growers’
Federation those functioning as apex marketing institutions. Alathgtiae supporting of the
institutions there are another 214 Large Size Agricultural anlfipdrpose Societies (LAMPS)

who provides a package of services at a single contact point.
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The other Cooperative Societies which functioning in state:

One society of the Jute Marketing Cooperative,

Two societies of Coconut Growers Marketing Cooperative,
Nineteen societies of the Cashew-nut Marketing Cooperative,
Two societies of Betel Leaf Marketing Cooperative,

Four societies of Forest Marketing Cooperative,

Twenty seven societies of Fruit and Vegetables Cooperative,

Twenty five societies of Cotton Growers Cooperative,

vV V V V V V V V

Three societies of Sabai Grass Cooperative and One societyaf Cooperative. (Roy
2005: 207)

Orissa is a major rice producing state with total sale of yadthin and outside the village by
different categories of cultivators at 44.20% of production. Major quawitithe produce is sold
within the village, small and medium cultivators sell major portbritheir marketed surplus
within the village while the large cultivators sell a majoogmrtion of their marketed surplus
outside the village. Total sales in the post-harvest period r@er lnan those in the rest of the

year.

Regulated Market Committees (RMCs) were established ab@erovisions of the Agricultural
Market Produce Acts. The main objective of RMCs is to fatalitackward and forward market
integration of agricultural produce, which ultimately leads to renativer price realization to
the producers and availability of quality produce to the consumerssaC@itate Agricultural
Marketing Board (OSAM) is the authority and controlling body oftlaf RMCs in functioning

in the state.
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The agricultural policies of state emphasized more on marketing of agrecploduce there was
an amended in The Orissa Agricultural Produce Marketing ActP(@Ain June 2006 which
allows the ‘Establishment of Private Markets’ and ‘Contractnfiag’ by any person or
Company or a Cooperative Society in the state. By this rafothe legal framework for
agricultural marketing will enable a private sector investnreagribusiness and permit contract

farming activities which benefits the farmers of the State. (OAgs@ultural Policy, 2008)

Mr. Khar (2008) pointing to the Agriculture situation in Orissa, referredh® Economic
Survey of 2006-07, placed before the State Assembly. According tedbsd,ragriculture forms
27 per cent of the GSDP of state and its growth rate is slthaerthe national average. The
reasons for the slower growth is partly attributed to lower gatn& growth in agriculture, the
per capita income of state is around Rs.12, 000 compare to all Indegewehich is around
Rs.20, 000. The known fact is that it has one of the highest levels of ypavehe country.
Where the scope for non-farm income is slow and the stagnatemgriotilture will have serious
livelihood implications on the small and marginal farmers, whoaucfor more than 80 per
cent of the farming community as well as agricultural labourdnsre is potential immense for
agricultural development of state as it has good water resoarzes blessed with 10 agro
climatic zones, making use of it to grow various crops, alomiy @ther commercial crops.
This will give a lot of scope for agro industries for value additn the agricultural sector which
has largely remained undeveloped.

A summary of the challenges from the survey regarding agrialld@velopment in the state is

presented:

! This is the text of speech delivered off February 2008 at the valedictory session of tligyfamme on
Financing Agriculture in Orissa by Mr. Khan (Exé&wga Director, Reserve Bank of India) organizedthy
College of Agricultural Banking , Pune in Bhubanasw
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1. Low productivity due to small holdings and recurrent natural calamities

2. One-third of the agricultural land is alkaline or saline, need of remediahert
3. Agriculture in the State is cereal focused and mono-cropping

4. Poor extension and research support (e.g. water, fertilizer, seeds, etc.)

5. Low fertilizer usage compared to national level.

6. Low credit flow and Fragmented markets

7. Poor social infrastructure in terms of health and education

8. Focus of Self-Help Groups and microfinance is less on agricuklagvely to turnover
activities like dairy and less focus on untapped allied seft@sfisheries, poultry)and

Low use of Information Technology. (Khan 2008)

The National Policy of 2008 for farmers has envisaged by focusioge on the economic
wellbeing of the farmers, rather than just on production. The deafipablic investment in
agricultureis one of the main reasons behind the low productivity anddpitakcformation in
this sector. Private investment in agriculture which is also sle@nmust be stimulated through

appropriate policies.

The need for the better procurement depends on better markeiing$ads of now there are

not much marketing facilities in the state as it is mentioned in the reports.

5.7 Paddy Procurement in Orissa

The history of procurement of food grains in Orissa dates badkortd War Il and immediate

post war years when there was acute shortage of food in theycasmdr whole. Rice was the
only food grain which was procured from Orissa and there exists nle sind uniform method

of procurement during this period.
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Orissa was all along a surplus state in rice and the scaras not felt till 1940. There was a
scarcity of food due to failure of rice crop in Orissa during 1940et(pled with the difficulties
in obtaining rice from the central government as the war brokemulitheere was also a large
scale purchase of food grain by the government for the army postedian ISoon after World
War I, with the enactment of Defense of India Rule, 1939 and the cauidssepassage of the
Essential Supplies Act in May, 1940, the provincial governments wepewered to exercise
control over prices of the food grains and the government of India ismi#itation on %'
December 1941 for fixing the maximum wholesale price of wheat/aind asked the other
provincial governments to enforce this control order in their geograplaicsds. The
government of Orissa accordingly issued various control orders irst#te such as fixing
maximum statutory prices for all major food grains, issuingdace lists, publishing whole sale
price bulletins and forming price advisory committees. Howevanaxmum prices are fixed
or enforced in the state in the respect ofpaddy and ricenwids the major food grain in the

State.

Orissa cooperated with the centre and participated in the workithg dasic plan as a surplus
state. But during the period of “Modified Free Trade Policy’chhoperated in eastern India to
unearth the hoarded supplies of rice, the rice traders from Begahdvantage of the situation.
As there was no control imposed by the government on the movemestioakadf rice, Bengal

traders captured Orissa supplies of rice at a higher rat¢hangrice in Orissa rose almost to
Bengal level. As a result the harvest price for rice iis€aron an average rose by 50% every

year from 1941-42 to 1943-44 and the discrepancy in the prices in OrisBeaga increased.
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This led to an impact on the poor consumers in Orissa and theresaaeestarvation deaths

during 1943-44.(Nayak,2002)

Faced with the scarcity of food and inflation during the war perfegbvernment realised the
futility of price control and rationing without any control over supplyfajd grains. Thus in
order to control supply, procurement of foodgrain was considered essentE343.The
government of Orissa procured more than 10% of the total produced paddweans of
monopoly procurement. It meant directing the flow of all rice/padadlg in the wholesale
market into the hands of the government. This system of monopoly praniremas voluntary
in character under which the stocks offered by the producerspwerieased by the government.
The producer’s price forpaddy and rice were fixed by the governohéntissa for the whole of
the crop year. The procurement operation was carried on through eam@ewf the purchase
agents appointed by the government in the primary markets of botis paddice. The director
of civil supplies closely supervised the entire procurement operafidre private channel in
marketing and procurement of rice and paddy also existed but no pgradée was allowed to
buy or sell more than 10 mounds of paddy and rice under the provision ofraadcontrol
order of 1940. It also further provided that no license holder wasedriit hold a stock of more
than 10 mounds of rice and paddy at any time unless he was a prectisggant or sub-agent

of the government.

Strict regulations were enforced by the state on movement of goads from one part to

another part of state, the export movement from two border tBsBadasore and Mayurbhan;
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were completely prohibited. All this facilitated the governmerttave procurement machinery
to command over the market surplus of paddy and rice in the state.

Orissa continued to be a marketable surplus in rice in the posyesss. In 1946 when the
government of Orissa fixed the statutory prices of rice and pdddse was a move to fix the
prices at a higher level in the interest of the growers ofthie. The Rath committe&'siain
argument was that rice and paddy being a cash crop and cominessets of the province,
reduction in their prices would affect adversely the tradenbeal®af the province, and secondly
that the neighbouring provinces were not reducing the prices aredatteeit is not justifiable to

lower the prices in Orissa. (Mishra 1985:66)

The procurement policy is drafted on the guidelines by the Dwpattof Food and Civil
Supplies, Government of India for the concerned states where thegrsnt operations are to
be taken under the guidelines by the concerned state governmemsthd state government
which fixes the target of procurement on the data availability on production amlédlamong
the procurement agencies which are in operation of paddy procurement.

The need for procurement of food grains is to build up buffer stockscasthbilise prices
seasonally. A large section of agricultural producers in our cowatnyprises of small and
marginal farmers who sell their surplus just after the harvest to m@etdkh needs. In absence
of effective procurement machinery they hardly get any renatiserprice for their produce
mainly due to the supply glut during the period. These farmerstodre supported as well as

proper incentives are provided through a system of support cum incentive price.

2 Committee Chairman on State Civil Supplies Pringuiry Committee, Government of Orissa, 1969
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For the procurement operations there were many organisations watelgiven permission for
the procurement of paddy in the state. These agencies procure guidelines given by both
the governments at the state and centre. Paddy procurement dep¢hegmduction of the
crop though it varies from district to district but the totatetproduction is taken in account and

procurement target is fixed.

Table5.12 Target fixed by the Government of Orissa from 2003-04 to 2008-09

Year Target in Lakh MT of

Rice
2003-04 15
2004-05 20
2005-06 20
2006-07 22
2007-08 25
2008-09 31

Source: policy papers of procurement govt of Orissa

Table 5.12 presents the target fixed by the government for the prentref rice in terms of
lakh MT and the target is distributed among the procurement agenmeghout the state. (For

further details see Annexure 5&6policy papers for procurement of paddy in)Orissa
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Table 5.13 Detailed district -wise production of Paddy and Rice from 2003-04 to 2007-08.

DISTRICT-WISE PRODUCTION OF PADDY AND RICE IN ORISSA
(Fig. in 000" MT)

DISTRICT 2003-2004 2004-05 2005-06 2006-07 2007-08(P) AVERAGE
PADDY | RICE | PADDY|[ RICE | PADDY| RICE | PADDY| RICE| PADDY| RICE| PADDY| KE

Angul 247.49 168.2)f 225.40 1537 26342  179.12 230.14 19p4. 133.53 89.4b 219.99 14886

Balasore 557.02 378.T7 642]45 434.87 56y.40 3§5.83 9B7.381.13  541.06 362.41 659.p6  385[63
Baragarh 969.48 659.p5 79875 543.15 83B.14  566.53 oll5.013.06  844.76  565.99 872.23  589(60
Bhadrak 467.6B 317.99 54173 368,37 509.84 346.69 451.58.560 493.77  330.43 492.91 33329
Bolangir 485.92 330.43 380.16 258)51 454.00 31p.08  477.920.28] 593.90 397.91 478.78  323[42
Boudh 198.044 134.47 147.81 100|51 157.62 _10y7.18 169.60 63013. 162.2]1 108.68 167.06 _ 112)93
Cuttack 243.7p  165.15 421.p0  286|89 45%.63  30P.83 310.808.220 392.57 263.02 364.93  246|75
Deogarh 108.86  74.02 62.82 42|72 103.76 6p.87 101.22 67.826.038 57.64 9234 6241

Dhenkanal 321.75 218.19 25436 172.96 344.56  234.30 245 B84.64 332.9p  223.10 299.89 20277
Gajapati 98.2B  66.43  95.80 64,81 7124  48.44 103.09 9.07 2.081 75.08 96.00  64.85

Ganjam 669.21L 455.06 58112 39516 514.23  349.68 865.47 .8G79 926.8 621.01 711.88 480415
Jagatsinghpur 190.66 129)65 264.65 18P.68 256.40 1y4.357.0@0 138.69 240.54 161.16 232[65 157.31
Jajpur 249.6f 169.18 273.B1 185|85 362.78  246.69 270.65 .3381 307.3 205.89 292.14 19791
Jharsuguda 154.89 105/33 10149  69.01 154.31  104.93 170189.50 152.21L 101.98 14676 99|15
Kalahandi 535.7p 364.34 436.[/0 296,96 464.97  316.18 488.833.8( 556.28 372.48 486.44 32879
Kandhamal 126.74  86.18 115/52 78,55 109.48  74.45 115.48 37[77. 109.5 73.3b 115.34  77.p8

Kendrapada 265.96 180.85 312112 212.24 355.19 241.53  Z271¥62.3] 313.4p  210.04 29484 19941
Keonjhar 517.6p 351.97 419.p8 285|59 428.10 291.10 395.4@4.93 516.0f _ 345.17 455.43  307(87
Khurda 236.39 160.48 274.B4 186|55 312.38 21p.42 297.59 .3899 281.44 188.57 280.41 189)52
Koraput 298.190 202.41 316.2 215|16 331.57 22P.54 334.674.232 410.6 275.10 339.47  229|35
Malkangiri 171.30 116.48 180.84 122197 199.24 13P.76 1845.2127.41 215.1D 144.12 18965 12876
Mayurbhanj 752.6B 511.82 74200 504,56 704.79  479.26 048.801.43 850.86  570.07 75975 51343
Nayagarh 231.02 157.09 181)56 123.46 23p.79  163.05 2P7. 9. 79 264.5Y 177.46 228.p8 154172
Nowarangpur 406.95 276.45 35300 24Q.04 30B.72  209.93 506p6.218.7 343.00  229.87 34757 234.01
Nuapada 209.45 142.y0 14149 94.21 156.14 1Q6.18 1/79.69.3920 300.7% 201.50 197.%8 13339
Puri 302.98 206.08 407.09 27682 429.96  292.38 3G8.01  72116.5414.92 278.0p 384.99 25996

Rayagada 164.81 11207 16293 110.79 108.25  13.61 164.58.2711 196.69 131.78 159.45 107|71
Sambalpur 386.97 263.14 385|140 264.07 44p.71  303.08 487 2%.99 459.04  307.96 42288 28577
Sonepur 259.183 176.p1 310J63 211.23 381.98 289.74  417.1D.427 356.8 239.08 345.14 23315
Sundargarh 373.99 25481 36996 251.57 364.89  248.13  @]13276.94 454.56  304.%6 39535  267}11

TOTAL 10202.38| 6937.62 9905.24| 6735.56] 10392.49| 7066.89 10784.33| 6931.12] 11363.55| 7613.58| 10529.60 7056.96

(Source: Directorate of economics and statistiost gf Orissa)

Table 5.13 shows the district wise paddy and rice production for the years fro£2692007-
08. From the Table, it can be noted that Bargarh (the districesHos a case study) tops the
state in both paddy and rice in all the years, followed by tahgu¥bhanj, Ganjam, Gajapati,

Balasore, Bhadrak, Kalahandi.

131



5.8 Agencies Procuring Paddy in Orissa

Table 5.14 Procurement done by the agencies for the last five KMS from 2004-05 to 2008-09

%
Paddy Name of Target ;ﬁc:?tztd to ]:Ii-féga for Total Total rice | procured by
purchase the agenc fixed for the all | qovt paddy delivered agency to
year 9ENCY | the KMS . govt. procured to the FCI | total
agencies | agency
prOCUrement
Miller
1536721 | 0 2633081 | 1313463 86%
Agent
0sCcsC 125000 125000 140119 90341 452%
PACS 60000 60000 86973 56946 2.85%
KMS MARFED | 2000000 | 45000 45000 53849 35536 1.78%
2004-2005 :
NAFED 48000 48000 46825 30898 1.54%
FClI 200000 200000 83909 55030 2.75%
TOTAL 2014721 | 478000 3044756 | 1582214
Miller
1304200 | 0 1967152 | 963442 61.4%
Agent
0sCcsC 270000 270000 385700 253279 11.519
PACS 116700 116700 121421 78978 3.50%
KMS MARFED | 2200000 | 111000 111000 154668 100464 457%
2005-2006 '
NAFED 161000 161000 178216 116982 5.320
FCI 140000 140000 93625 61852 2.81%
NCMSL 200000 200000 301125 190885 8.68%
TOTAL 2302900 | 998700 3001907 | 1765882
Miller 467000 0 482031 229694 15.44%
Agent 24.33%
0scsc 579000 579000 812003 535169
PACS 113000 113000 117235 76285 3.47%
KMS MARFED | 2200000 | 248000 248000 290904 194033 8.82%
2006-2007 070
NAFED 400000 400000 465719 307425 13.979
TDCC 15000 15000 20050 13103 0.6%
FClI 149830 149830 185738 122451 5.57%
NCMSL 520000 520000 750015 491635 22.350
TOTAL 2491830 | 2024830 | 3123695 | 1970795
Miller
176000 157000 131763 62027 2.48%
Agent
0sCSC 800000 1003000 | 1404164 | 944238 37.779
PACS 140000 87500 121316 78998 3.16%
MARFED 255000 285000 393144 260308 10.419
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oo 2006 | NAFED | 2500000 | 366000 543000 754330 511572 20.469
FCI 190000 | 50000 62037 38556 1.54%
NCMSL 300000 | 420550 | 558595 | 376522 15.069
NBHC 196000 149977 | 98288 3.93%
TDCC 55000 64000 58138 38270 1.53%
sTC 20000 1856 1250 0.05%
TOTAL 2372000 | 2826050 | 3635320 | 2410029
X'ggt 100850 | 215050 | 202764 | 96127 3.10%
0SCSC 1030000 | 1721000 | 2489799 [ 1679216 54.17%
PACS 150000 | 299150 | 304715 | 179415 5.79%

KMS MARFED | 3100000 | 285000 450000 584326 394239 12.729

2008-2009
NAFED 425000 | 597000 | 717942 | 484324 15.629
FCI 755000 | 755000 106612 | 66979 2.16%
TDCC 55000 77000 86293 58189 1.88%
TOTAL 2800850 | 4114200 | 4490451 | 2958489

Source:FS&CW Dept. Govt of Orissa, 2009.
In Orissa from the beginning the paddy procurement business or metkeoelsnot followed
systematically. Since, five years there are few natiotetle,sprivate agencies including millers
who are actively working in the procurement business yielding mbareefits for both farmers
and themselves too. The agencies involvement gave the farmerrahaie to sell his produce

on MSP. This highlights a healthy practice of procurement system which mustloeagyed.

The changes in the procurement percentage of the variousiegg@mdhe last five years of
Kharif Marketing Season (KMS) as seen in Table 5.14 are briefly discussed:
KM S 2004-2005: In this marketing season the millers dominated the procuremdémeiashare

stood at 86% of total state procurement of paddy. Other agencies had minimal pemturem
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KMS 2005-2006: The monopoly of the millers reduced with involvement of new procurement
agencies including private. Millers share dropped to 61.4%, with OSG&E ssing to 11%
and private sector NCMSL share around 8%.

KMS 2006-2007: This year the share of both OSCSC and NCMSL rose to 25% and 22.35%
respectively, while the share of the millers fell sharglyabout 15%. This shows how the
implementation of the decentralized procurement scheme had art iofpes@lthy procurement
process in the state.

KM S 2007-2008: This season saw a continuation of the highest procurement b © §1C38%,
while NCMSL share was 15%. Two new private agencies entaeedtate for procurement -
NBHC and STC. This season saw the growing role in procurement of NAFED (20%).

KMS 2008-2009: This year as the private procurement agencies were bannghatteeof govt.
agencies increased steeply. OSCS share was more thgrefiggnt of the procurement of state
and NAFED continued to be a major player. The FCI share gradtaihe down because of
private agencies staying away. The domination of the millees was seen before the

decentralized procurement scheme was lost and millers became sma#l plgy®curement.

5.9 Agencies and their performancein Procurement of Paddy and Delivery of Ricein

Orissa

Paddy is a crop and after harvesting and milling it is Rice. The aggm@cure paddy and get it
milled, the paddy milling specification differs from eachtestto state depending on the quality
of the paddy cultivated. In Orissa the specification islibaween 66%-68% of paddy should be
milled (Example: if a mill receives 1000 quintals of the paddgrahilling under specification
the amount of 660 quintals of rice should be delivered). The levy is 758teamillers in the

state, which means out of 660 quintals they have to give 495 quintals tmmeve and the rest

165 quintals is allowed to sell in the open market by the millers.
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The objectives of levy in Orissa are to : i) Minimizing timeuggling of paddy and rice to the
adjoining deficit states like west Bengal and Bihar. ii) Engu@nremunerative price to the
producers and iii) securing maximum stocks of rice for effegtivgerating of the Public

Distribution System and for buffer stock requirements of the’stéidishra, 1985:174)

5.9.1 Food Corporation of India (FCI)
According to the act of FCI, it started its operation in Orissgear 1967, and the main

functions were:
» To undertake the purchase, storage, movement, distribution and the fealé grfains in
the state; To set up or assist in the setting up of the ritig, ihdur mills and other

undertakings for the processing of food grains and other food stuffs;

» To procure paddy, mill and supply rice to the fair price shops atitbetion of the state
government and to export rice to the deficit states and to impoeatwvand wheat

products from the surplus states to Orissa .

» The role of Food Corporation of India in Orissa has been in respgubairement,
storage, movement, distribution of rice for internal consumption and expather

deficit states as an agent of the government of Orissa .(Mishra 1985: 98)

The bulk supply of paddy and rice are marketed in the post harvest pdile the demand for
them is spread throughout the year. The FCI in Orissa, feomagption till 1975 has played a
dominant role in the procurement of paddy and rice in the stateer A#75 the corporation

ceased to be a procurement agent of the state government sh Qs departmental

% Referring to the report submitted under the chairship of the Food Commissioner Mr.Kukreja a Cortemit
known as “Committee on Improvement of Procuremeystédn and Costing of Rice” which submitted its néfpmo
october 1974. P.8
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procurement drive by the government was resorted. The FClls@asngplemented the price
support programme while undertaking the procurement of rice and pétdgypointed out that
in Orissa the FCI has appointed agents and subagents for theepteati of paddy who were
millers and non-miller agents. Their number varied from distoidistrict the study revealed
that miller sub agents are more than non-miller agents and thvigled an ample scope for the
smuggling of rice from Orissa to other states as thesermsille-agents mostly dominate the
procurement drive on behalf of the corporation, leading to a priteraditial for rice in the
home market and the outside market. This narrows downs the best opgmstpresent in
procurement. The wide year to year variations in the number ofgeuitsaof the corporation
has affected efficiency in the procurement drive, as the agents appomnbec fyear are not sure

about being continued for the next year.

FCI in Orissa was purchasing only rice in form of levy fritra millers since 1982-83. To meet
the requirement of food grains under various schemes of Governmantatishtervening in the
market by purchasing paddy directly from the farmers in Khdarketing Season of 2001-
02,Under the Decentralized Procurement scheme. Under this sch@mewement the State
has to procure and utilize the rice in the Public Distribution System. Thep&tat#pated in the
procurement operation by direct purchase of paddy through the Otisea Gvil Supplies
Corporation and 4 (four) other state agencies. But the majott taggeput on FCI during the
KMS 2006-07. The State Government has fixed a target of 22 lakh Mteobut of that 4.67
lakh MT is fixed for Levy rice to be procured by FCI from &®iglillers and 6, 49,180 MTs of

CMR through direct purchase of paddy by FCI and its agency Natiwiiteral Management
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Services Limited (NCMSL). The balanced Custom Milled Rice EJtdrget is been given to
the State Government Agencies for procurement.

National Collateral Management Service Limited (NCMSL igrivate warehousing company.
It is the first private agency to work with the government imcprement process of paddy in

Orissa, as an agency of FCI.

5.9.2 Procurement of paddy by FCI through NCM SL- APublic Private PartnershipM odel
The Ministry of Food through its vide letter N0.167 (23)/2005-PY.l dated 24.11.B865

approved NCMSL to purchase paddy on behalf of FClwhich is also approv@ovbyof Orissa,
that the agency will purchase of paddy on behalf of FClins@r&s per the state Food and
Procurement Policy.

Table: 5.15 FCI percentage share of the agency in delivery of rice to theasgjate t

Year Target of the state | FCI percentage
(lakh MT) share
2004-05 2000000 55030(2.75%)
2005-06 2200000 61852(2.81%)
2006-07 2200000 122451(5.57%
2007-08 2500000 38556(1.54%)
2008-09 3100000 66979(2.16%)

Source: FS&CW Dept., Bhubaneswar.

Table 5.16 NCMSL percentage share in delivery of rice to the state target

Year Target of the state NCMSL

(lakh MT) percentage share
2005-06 2200000 190885(8.68%)
2006-07 2200000 491635(22.35%)
2007-08 2500000 376522(15.06%)

Source: FS&CW Dept., Bhubaneswar.
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Table 5.1Paddy Procurement and rice delivered by NCMSL and FCI for the year 2006-07

KMS (2006-07) | Target allottedn Target fixedin Total paddyin MT | Total rice delivered
MT MT procured in MT to FCI

FCI 149830 149830 185738 122451

NCMSL 520000 520000 750015 491635

Total 669830 669830 935753 614086

Source: FS&CW Dept., Bhubaneswar.

From the Table 5.15, 5.16 & 5.17 it is observed that the paddy procured R 8L and FCI
combined is high i.e.27.29% of the total share among the state. tditgetprocurement
throughout the state achieved for the same target of 22 lakh Mteoih 2005-06 was 80.27%
has increased to 89.58%. it is also clear from the three thlliegrocurement of rice by the new

private agency NCMSL is much higher than the older FCI

While paddy procurement by Food Corporation of India (FCI) in thee Sttnot very
encouraging, the discriminatory policy adopted by the Food Ministrgtiscouraging many
leading commodity management agencies from the procurement busirgmscies like
National Collateral Management Services Limited (NCMSL),ticveal Bulk Handing

Corporation (NBHC) and State Trading Corporation (STC) wetkarprocurement business on
behalf of the FCI (details of procurement by NBHC & STC Seéle-5.28) The FCI had
procured about five lakh tonnes through these agencies but these warehoogiagies stayed
away from paddy procurement for the year 2008-09 as the gifieeed by the FCI was not

remunerative.

None of these agencies responded to the FCI tenders as the protymeoecoffered was Rs 70
less than the benchmark price. While the State agencies afle9aj835 per quintal of rice, the

regional office of the FCI was asked to keep the benchmark prikRe 4j465.As these agencies
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were deprived of incidental charges, none of them showed interestaar@ment. Ironically,
STC is a Government of India concern. The State became thetaltimsar because of the dual
pricing policy of the FCI.The National Agriculture Federation (ND), an apex cooperative
body, stopped procurement mid-way as FCI refused to provide incidéatales that include
transportation and gunny bag cost. NAFED which was procuring paddy oli bER&I last
year was appointed as the State agency this Kharif seasonevelpwCl agreed to pay the
incidental charges to NAFED following the intervention of the therob) Food Minister Sharad
Pawar, after the then CM Mr. Naveen Patnaik took up the casetheitbentral government.
After the central government intervention the state had setgrocurement target of 8 lakh
tonnes for FCI as against the total target of 31 lakh for KMS2009hE0eas the central agency

has procured about 48,000 tonnes till January2010

5.9.3 National Agricultural Cooperative Marketing Federation of India Ltd. (NAFED)
NAFEDwas established in 1958, and it is registered under the Malé So-operative Societies

Act. It was setup with the aim to promote Co-operative margedif Agricultural Produce to

benefit the farmers. The farmers are the main members ofotiganisation, who have the
authority in the form of members of the General Body, in the working of NAFED.

NAFED in Orissa started procuring paddy from 2004, having its presenl4 districts. The

pressure from the state government to procure paddy from enteerside NAFED keep itself
away from paddy procurement due to lack of infrastructure andpoweer for paddy

procurement. Ironically, NAFED procures other crops also in the same state.

* See Express buzz, Wednesday, January 06,2010gemcies staying away from procurement
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Table 5.18 NAFED percentage share in delivery of rice to the state target

Year | Target of the state NAFED

(lakh MT) percentage share
2004-05 2000000 30898 (1.54%)
2005-06 2200000 116982 (5.32%)

2006-07 2200000 307425(13.97%)
2007-08 2500000 511572(20.46%)

2008-09 3100000 484324(15.62%)
Source: FS&CW Dept., Bhubaneswar.

From the table 5.18 it is clear that the share of NAFED ihaseased from 13.97% in KMS
2006-07 to 20.46% in KMS 2007-08 but the percentage share has come down to 15.62% in the
year 2008-09. As there was a problem relating with the FCI in paying of tHerntadicharges

in year 2008-09, as the procurement of the NAFED was 30 thousand ®0D4-05 and it

rose to 1 lakh MT in 2005-06 and 3 lakhs MT in 2006-07 and 5 lakh MT in 2007-08 lhnilyslig
decreased in 2008-09 to 4 lakh MT. The reasons for this given by theyagelack of

infrastructure and the increase in number of districts compared to last season.

5.9.4 Orissa State Civil Supplies Corporation Limited (OSCSCLTD)
OSCSCLTD was established in 1980 as a fully owned State Gowetrncoenpany under

Companies Act, 1956. This Corporation makes efforts to devise new ap@dactepand its
horizon of activities with changing needs. The Corporation maintants @ofit no loss status,
in order to fulfill its commitment to serve the poor segmentshefsociety. The corporation
activities are supported by the State government which in tiewsnpenses the losses of the
Corporation after taking into account of all the revenue generated>@whses incurred by
means of subsidy.

This civil supplies department caters the public distribution systethe state and at present is
the major paddy procurement agency in the state. PACS, Shifs>&leer social organizations’

are working with civil supplies to achieve the target. It omsrdahroughout the state and
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monitors the procurement process and even checks the mills and mowérttenpaddy from
one district to another. If there is a movement of any graihowtt proper paper work or
permission from the concerned authorities people are booked undesdbetial Commodities

Act.

5.9.4.i The Public Distribution System (PDYS)
The PDS has played an important role inensuring food security andnggowerty. Thesystem

operates through a network of fair price shops where the centratngoent is in charge of
procurement,storage, and supply of PDS commoditiesand also bearstloé th@sbperations.
The state government ‘lifts’ the commodities and distributes ttoetheretail PDS outlets (fair
price shops) across the state atsubsidized prices.The effit&Soin Orissa, in terms of the
extentof utilization and degree of income transfers affectedthrough PDSflg teviewed.

The degreeof utilisation of PDS depends upon several factors likegheef PDS in relation to
allocation, the effective functioning of the fair price shops, therof food beneficiaries in the
state, and above all the difference between the issuegmitéhe open market price is adjusted
for quality differences.

The state government claims that the functioning of the PD&tisfactory in the state. As
against the claim, Justice Wadhwa committee suggested that, afeerstill certain critical
evaluations to be done for more effective functioning of PDS. In the trédp®rcommittee
highlighted that the state still adopts the MoRD survey critefid997 to identify the BPL
families, resulted in large number of inclusion and exclusion errtirfurther says that, the
approval of MoRD survey (of 2002) in 2005 by central government to forrhass of BPL
census is not followed strictly by the State in issuing of B&ids to authentic beneficiaries due
to which there is an increase in BPL ghost cards leading toedatcies in functioning of

effective PDS in the state. The PDS control order 2001, whicls skete the state governments
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shall get the list of BPL and Antyodaya Families reviewedryewear for the purposes of
deletion of ineligible families and inclusion of eligible famsfighttp://pdscvc.nic.in/orissa-

report.htm)

5.9.4. 1i Targeted Public Distribution System
Targeted Public Distribution system(TPDS) introduced by ther@legpvernment inJune 1997,

Government of India has identified32.98 lakh BPL families in the statethey were issued
separate ration cards to families belonging to BPL and APboddrains are allottedevery
month for distribution to these families at aprice fixed by @Gavernment of India. The
BPLprice of rice is on the basis of central issue price pkeein view of the lowpurchasing
power in some of its tribal areas, thestate governmefheiusiubsidised the priceof foodgrain to
provide 16 kg of rice per monthat Rs 4.75 per kg. The state governmenatas provision for
the supply of subsidised rice to 48.58lakh families, those including kB@BRL familiesunder
Antyodaya Anna Yojana (see below). It is reported that BPLlitsrof the state are entitled to
get thebenefits under the TPDS.

The development report states that apartfrom the TPDS othermsjor schemes like
Antyodaya Anna Yojana (AAY), Annapurna Scheme (APY) and indiremime transfers have
been launched. It found that the flexibility is must for public iigtron system to cater enough
to the requirement of the BPL families, majority of who argyevaarners on daily or weekly
basis.lt is felt that majority of them cannot afford to purctiaeencreased quota of BPL rice in
one installment so in view of this;the State Government issuedeasay instructions to issue
the BPL rice to the BPL card holdersat least in two instaiteiea month. (Orissa Human

Development Report, 200dww.orissa.gov.ih

® Justice Wadhwa committee report on Public DistitiiuSystem in Orissa (Orissa ), submitted to Smer€out in
2009 under Right to Food Case
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The food grains through PDS is supplied throughout the state withetivork of 29945, fair
price shops which includes private, SHG, cooperative, municipaliy, &d Maitry in both

urban and rural areas.

5.9.4.iii Position of FPS and Ration Cardsin the state

Table 5.19 FPS functioning in Orissa.

CATEGORY As on 31.05. 2008

URBAN | RURAL | TOTAL
Private owner 3633 13918 | 17551
Co-operatives owned 134 687 821
0.S.C.S.C. through Maitry| 43 11 54
Municipality/NAC 11 NIL 11
By Grampanchayat NIL 3236 3236
By Self Help Groups 653 6996 7649
TOTAL 4474 24848 | 29322
CATEGORY As on 31.03. 2009

URBAN | RURAL | TOTAL
Private owner 3499 14125 | 17624
Co-operatives owned 130 658 788
0.S.C.S.C. through Maitry| 38 14 52
Municipality/NAC 12 NIL 12
By Grampanchayat NIL 3466 3466
By Self Help Groups 657 7346 8003
TOTAL 4336 25609 | 29945

SourceS& C.W. Department, Govt of Orissa.

From Table 5.19 it is noticed that the private traders are ergediia rural areas compared to
2008 they have increased in 2009. The cooperatives decreased aall le#psgroups have
increased from 7649 in 2008 to 8003 in 2009 the overall total increase iAPtBeis 623
throughout the state. The entitlement and allocations are fixethdoschemes and the food
grains are distributed as per the scheme wise to the caddr&iainder the subsidized price

announced by the government.
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Table 5.20 District wise No. of Ration Cards as on 2007-08

Sl. Name of the
No. | District

BPL APL AAY AY
1 Angul 98047 96463 29750 | 1967
2 Balasore 187498 | 154958 | 84010 | 3472
3 Bargarh 140841 | 137280 | 51453 | 2471
4 Bhadrak 103885 | 125099 | 46080 | 2263
5 Bolangir 166343 | 152742 | 52959 | 2519
6 Boudh 58382 24794 17186 | 650
7 Cuttack 167896 | 311966 | 48605 | 4038
8 Deogarh 34128 8930 12922 | 480
9 Dhenkanal | 100732 | 79758 36145 | 1940
10 | Gajpati 58706 46669 20872 | 932
11 | Ganjam 276168 | 289606 | 79620 | 5534
12 | Jagatsinghput 73791 | 208307 | 25421 | 2076
13 | Jajpur 137497 | 131809 | 45662 | 2837
14 | Jharsuguda | 36608 83397 8560 | 914
15 | Kalahandi 153388 | 103299 | 55122 | 2315
16 Kandhamal 92111 29459 29567 | 1118
17 Kendrapada 108503 197900 36536| 2353
18 | Keonjhar 185975 | 115419 | 59890 | 2736
19 | Khurda 126300 | 260096 | 39385 | 3074
20 | Koraput 186176 | 77242 64305 | 2108
21 | Malkangiri 76422 41582 24127 | 864
22 Mayurbhanj

295782 166557 99640 | 3857

23 | Nawarangpur| 113456 | 32206 | 51539 | 1733

24 | Nayagarh 101045 | 94973 30049 | 1602
25 | Nuapada 85130 34067 26601 | 961
26 | Puri 150546 | 119540 | 42111 | 2672
27 | Rayagada | 105975 | 58103 43824 | 1461
28 | Sambalpur | 96393 133068 | 28930 | 1656
29 | Sonepur 62514 56650 25836 | 976

30 Sundargarh

178506 233370 48013 | 3221

Total 3758714 | 3605309 | 1264720 | 64800
Source: food security section, F.S & C.W, Oris0{208)

Table 5.20 gives details of the ration cards for the year of 2007s08shows that number of

BPL cards are878714, APL cards3605309, AAY cards 1264720 and APY card$4800, as
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published by the Government of Orissa . According to them in 2009 the&Bs are3791091,
APL cards3627761, AAY cards 1264500 and APY cards are the sar64800. This indicates
that people in BPL and APL category has increased while people AAdescheme decreased

and there is no change in AY scheme.

Table 5.21 percentage change in the cards allotted for PDS inatkefat the year2008 and
2009.

Cards 2008 2009 % change
BPL 3758714 3791091 1.72
APL 3605309 3627761 1.24
AAY 1264720 1264500 -0.03
APY 64800 64800 0.00

Table 5.21 indicates that BPL cards increased by 1.72% and 1.24% icakdd. Whereas the
decline in AAY cards by -0.03%, but there is no change in APY cards. It showssematrhber
of people belonging to below poverty line and above poverty linenareasing it means there is

existence of bogus cards.

Agarwal (2011) in her study found that there is discrepancy in issuigPbf cards in the
Kalahandi Bolangir Koraput (KBK) region. PDS in this region is universal &te government
allocates food grains to all including the APL families. It i@ed that corruption prevails in
issuing of BPL cards which shows the exclusion of original beagis. Maximum number of
beneficiaries of PDS in the region wanted better food grainsashstiecash transfer to buy food

at market. They want better quality food grains supplied to them on timedingteash.

® Survey report of 12 villages in KBK region whehe teneficiaries of PDS rejected cash for foodAbkita
Agarwal : The PDS in Rural Orissa: Against the &r&PW 2011.
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Another study on the TPDS found that 61.4 percent of the ration cardhwoideal Orissa have
a ration shop within their village and for the rest 30.3 percerdrdflzolders it is within a radius
of 2 km.However, available evidence suggests that the accessto and thentdisBDS by the
poor in Orissa is verylimited as pointed out by a local NGO SHRE1' KBK region.

(www.spread.org.in/documents/PH_PDS 2010.pdf)

The state governmentunder the Orissa PublicDistribution SystemtrdC Order 2002, have
issued instructions to all the district collectors to seetti@BPL beneficiaries can lift their
guota on installment basis and as well as to keep the fairghroges openthroughout the state
during the stipulated period. Along with the food grains an amendmerides made to sell
some of the essential commodities through the FPS for the cardhsthileig on the retail issue
price fixed by the government.Vigilance Committees were éarrfrom retail to the district
levelto oversee the functioningof the PDS at each level. lists reoted that strict measures
would be taken against the errant dealers and government offi€alavoidfake entries in the
ration cards, necessary provisions have been made through this Control Order.

In its human development report it is concluded that the PDS bjwitssdtl not provide an
adequate food security to the poor.Improvementsshould be done by incteasimgpmes of the
poor through abroad-based agricultural growth strategy, which neeosptd in place on a

medium to long-term basis.

Apart from the various operations in the state the civil suppliestiegat is the major agency
for the paddy procurement in the state for the state pool (See Table 5.22)

Table5.22 OSCSC Ltd, Percentage share in delivery of rice to the state target

| Year | Target of the | OSCSCLtd |
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state (lakh MT)| percentage share
2004-05 2000000 90341 (4.52%)
2005-06 2200000 253279(11.51%)
2006-07 2200000 535169(24.33%)
2007-08 2500000 944238(37.77%)
2008-09 3100000 1679216(54.17%

Source: FS&CW Dept., Bhubaneswar.
As the responsible department to cater to the needs through RB&Sstate, the civil supplies
department not only supplies but also procures under the decentralisectpreat scheme. It is
a state agency to procure paddy and get the rice delivered thedstate pool quota which can
be used for the state welfare schemes purpose and the extressferred into the account of
central pool. There is a increase in procurement by this agenityhas increased from 4.52 %
in 2004-05 to 54.17% in 2008-09. It not only procures by itself but also throughagmneies
like PACS, TDCC, MARKFED, NAFED and SHGs. Along with thesesrages it has the
contract with the millers by giving them percentage on paddgured and rice delivered by the
mill on its behalf. After exercising the systematic apphoscprocurement it is observed that
there is certain increase in the target of the civil suppltash is a sign of policy implemented
well. From the achievement of 90 thousand MT to 16 lakh MT in the sfpfive years itself
shows that how the agency is implementing the policy. As an ageatityauthority it not only
procures but also controls the movement of the food grains in the statthe agency for the
public distribution system in the state, it follows the norms ofcéwatral and state sponsored
schemes and implements the price policy towards the food graim$ Wwhs to be delivered
through the PDS. Here we see some of the prices of the comasoiditi the different target
groups.
Rice:

» 12.645 lakhs of Antyodaya Anna Yojanafamilies are supplied 35 kgs dtrecepecially
subsidised price of Rs 2.00 a kg Per month since August 2008.
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» 37.59 lakhs of BPL families as per 1997 BPL survey and APL fanafi€BK Districts

receives 25 kg of rice at a specially subsidised price at Rs.2.00 a kg.

» 15 kg of rice to each ST/SC studentper month for 10 months a ydghefoostels run by
ST& SC Development Department.

> 10 kg of rice free of cost to 64,800 number of Annapurna beneficiaries in state

Wheat:Up to 15 kg per APL card holder per month at Rs.7.00 per kg but subject to availability.
Levy Sugar:2 kg per BPL/AAY card per month at Rs.13.50 per kg.
Kerosene:4 liters per card per month irrespective of APL or BPL fasdil (Consumer &

Welfare Department, Govt of Orissa 2008-09)

5.9.5 Primary Agricultural Cooperative Society (PACS)
Cooperation department was created with the objective of strengghemoperative movement

in the state. Initially it was a part of development departnadter bifurcation it functioned
under cooperation and forest department. Later it was attacheglicoltare and cooperation
department entrusted with the responsibility of administration, régmiland monitoring of

cooperative societies and regulated market committees in the state.

The directorate is entrusted with the responsibility of implentiemtaof policies and

programmes lay down by the government of India and as well asngoset of Orissa for the
benefit of farmers and other economically weaker sections througkratioes. The directorate
looks after administration, supervision monitoring and regulation of cappesocieties in the

State.

" Food supplies at a glance a report by Marketligerice Wing, Food Supplies and Consumer WelfanetD@ovt
of Orissa 2008-09
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The cooperative credit structure in the state consisting of 27@aRriAgricultural Cooperative
Societies (PACS)including 213 Large Sized Adivasi Multipurpose QCatipe
Societies(LAMPS) those functioning in the tribal sub-plan areasahédr six Farmers Services
Societies(FSS) at the grass roots level. It has 17 diseidtral co-operative banks (DCCBS)
having 323 branches in the state andOrissa state cooperative b@sj(@8h 14 retail
branches to outreach in the rural areas which can be acgetbe dmall and marginal farmers
and the other marginalized population have been playing a vital imoldispensation of
agricultural credit.Till March 2007 there were around 46.35 lakh of@grral families enrolled

in the cooperatives out of 50.14 lakh agricultural families in the state.

The Kisan credit card scheme was introduced in 1998-99 to provide tameglif support to
farmers from the banking system with a flexible hassle ¢est. The state cooperative banks
have issued 26, 90,872 Kisan credit cards to farmer members ith B8@07.(Annual Report of

the Society, 2009)

PACS was selected as one of the state agency for the pamygment under decentralized

procurement scheme by the food and civil supply and consumer welfare department.

Table 5.23 PACS percentage share in delivery of rice to the state target

Year Target of the state PACS percentage
(lakh MT) share

2004-05 2000000 56946(2.85%)

2005-06 2200000 78978(3.59%)

2006-07 2200000 76285(3.47%)

149



2007-08 2500000 78998(3.16%)

2008-09 3100000 179415(5.79%
Source: FS&CW Dept., Bhubaneswar.

PACS is not only procuring the paddy for the civil supplies aa &r FCI in other districts of
the state.There is an increase of the target for this agankS 2008-09 the percentage

increase is more than 3% compare to previous year 3.16 %.( See Table 5.23)

5.9.6 Orissa State Cooper ative Marketing Federation Limited (MARKFED)
MARKFED Previouslyknown as Orissa State Cooperative Markedimgjety got registered in

the year 1949 under Bihar-Orissa Co-operative Societies Act, 193artked functioning since
1949. The main objectives of the MARKFED are to distribute chenfécalizers, pesticides,
and other agricultural implements to the farmers of the st&socurement of agricultural
commodities under price support scheme is also carried out by tletygochelp farmers get
fair price of their produce.

Table 5.24 MARKFED percentage share in delivery of rice to the state target

Year Target of the state MARKFED
(lakh MT) percentage share
2004-05 2000000 35536(1.78%)
2005-06 2200000 100464(4.57%)
2006-07 2200000 194033(8.82%)
2007-08 2500000 260308(10.41%)
2008-09 3100000 394239(12.72%)

Source: FS&CW Dept., Bhubaneswar.
Table 5.22 shows the MARKFED share from the year 2004-05 to 2008-09 heasegatrmore
than 10 percent as it stood 1.78% in the initial year of the procuretoeatby the agency and
later increased to 12.72 % by 2008-09. For a government ages@ypiositive achievement in

paddy procurement.
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5.9.7 Tribal Development Cooper ative Corporation (TDCC)
TDCC is a cooperative society registered under co-operativetysacie1962, and it started its

functioning in Orissa in year 1969. Prior to its establishmentTribal's used to sell their
collected Minor Forest Products & Surplus Agricultural ProductsRM SAP) to the private

Traders/Money lenders and Sahukars and got exploited in the process.

Food Supplies and Consumer Welfare Department (FS&CW) declar&CTas the Govt.
Agency for procurement of paddy in the State especially in thmlT8ub Plan (TSP) areas.
Under the decentralised procurement scheme, the Corporation procureddpadily from the
farmers in the following tribal districts Kalahandi, Koraput, Maigiri, Nabarangpur,
Nuapada, Sundergarh, Rayagada, Mayurbhanja, Keonjhar, Gajapati arute®algsmyment of
Minimum Support Price (MSP) declared by government and supplied Cuditled Rice
(CMR) to FCI / OSCSC. This corporation not only procures paddylsotthe minor forest
produce is collected from the tribals as well as non tribal aomitres who are engaged in non-

farming activities in these districts.

Table 5.25TDCC percentage share in delivery of rice to the state target

Year Target of the TDCC

state (lakh percentage
MT) share

2006-07