Discussion Paper

Planning Commission

...
Towards a Workable Food Security Bill

Various issues related to the proposed Food Security Bill have been considered by the EGOM in Food Security. EGoM directed that the Planning Commission should consult with other Departments concerned and submit a consolidated picture. 

This note has been prepared after detailed discussions with the Departments of Food and Civil supplies, Agriculture, Expenditure and the Department of Economic Affairs. It presents the main issues and various options for decision. Points on which specific decisions are needed are identified in italics and decisions on these points would shape the Bill to be drafted.
I.  Objectives of the Bill

The food security bill has to meet the five objectives listed below, the first four of which were specifically mentioned in the INC Manifesto and/or in the President’s Address:

i) BPL families must receive 25 kg of wheat or rice at Rs. 3 per kg.

ii) It must “guarantee access to food for all people” (INC Manifesto). The same objective is referred to in the President’s address as providing “Food security for all”.

iii) The President’s address also speaks of “a broader systemic reform of the public distribution system”.

iv) INC manifesto refers to subsidised community kitchens being set up in all cities “with the support of the Central Government”.

v) The Bill could also give statutory support for existing programmes such as Mid Day Meals and the ICDS as several stakeholders have demanded. There are several Supreme Court rulings in these areas which could be brought into the ambit of legislation. 


The challenge lies in meeting objectives (i), (ii) and (iii) in a manner which can be fitted within feasible levels of grain procurement and also acceptable limits of subsidy. The constraint on physical procurement of grain is actually more important since the financial cost can, in principle, always be accommodated by cutting other subsidies, for example on petroleum fuels. We cannot however set up a system which requires more grain than we can procure. 

II. Production is the Key to Food Security 

The key to food security at a national level is adequacy of food production and production in this context relates not only to cereals, which has been the traditional focus of the food security debate, but also other food items including pulses, edible oils, vegetables, dairy products, meat and fish. Assuring adequate production in all these areas and responding to changing patterns of demand, has to be addressed through our agricultural development strategy. The Food Security Bill must recognise that increased agricultural production with appropriate diversification is the foundation for food security, even though the specific provisions of the Bill may be limited to supply of cereals, specifically wheat and rice, to the most vulnerable. 
The scale of procurement would naturally limit what we can do by way of making food available through the PDS and procurement in turn depends upon the level of production and also the minimum support price. Average procurement in 2001-02 to 2006-07 of wheat and rice averaged around 40 million tonnes. Procurement levels have increased in recent years, following the increase in MSP. The average procurement in the three years ending 2009-10 (Oct. to Sept.) is around 55 million tonnes and this level of procurement can be expected to continue if MSP is adjusted in line with the cost of production. This suggests that firm commitments about managing food distribution should be based on availability of 50 million tonnes or so per year. Excesses and deficits around this number can be absorbed in stock level variations.

III. Subsidised Supply for BPL 
​
The Centre is already providing 35 kg of wheat or rice per household for 6.52 crore BPL households, of which 2.43 crore are AAY. The issue price for this supply is as follows:

	Category of families
	Number of households
	Issue Price (Rs. per kg) 

	
	
	Rice
	Wheat



	AAY
	2.43 crore
	3.00
	2.00

	BPL other than AAY
	4.09 crore

________
	5.65
	4.15



	Total BPL
	6.52 crore
	
	



The proposed issue price of Rs. 3 per kg for wheat or rice would represent an improvement over the prices currently charged for the BPL households. However, AAY households already pay Rs. 3 for rice and a lower price of Rs. 2 per kg for wheat. We have two options: (i) We could merge AAY with BPL or (ii) we could leave AAY prices unchanged. 
Decision point 1: Should the price of Rs 3 per kg be made applicable for both wheat and rice, and for BPL as well as AAY households; OR should differential pricing be made applicable for each of these categories? 

In a situation where agricultural prices and agricultural wages are rising, it is not logical to enshrine a fixed BPL price in the law. Ideally, some provision should therefore be made to adjust the BPL price every year by linking it to MSP and/ or the MGNREGA minimum wage. 

Decision Point 2: Should the BPL price also be adjusted every year by linking it to MSP and/or the MGNREGA minimum wage? 

The Manifesto/President’s Address both speak of 25 kg per household whereas the present entitlement is 35 kg.  It will be difficult to actually reduce the entitlement, though we could have a dual price system, charging Rs. 3 for the first 25 kg and the present higher BPL prices for the next 10 kg. However, this would be cumbersome. The simpler alternative is to issue 35 kg at the proposed concessional price, and bear the additional cost. 
Decision point 3: Should the BPL entitlement be 25 kg per household as declared in the manifesto or should it continue to be 35 kg as at present?

In the rest of this note it is assumed that the AAY category will continue and the BPL entitlement will be 35 kg at the new lower price. If other options as indicated above are chosen, the costs will be somewhat lower, but the grain requirement would be the same.
Number of BPL Households


The official estimate of the number of BPL households is 6.52 crore but States have issued as many as 11.2 crore BPL cards. At present, the Centre only delivers food-grain sufficient for 6.52 crore BPL households and the discrepancy leads to many BPL card holders not getting their due. It is well known that many of the BPL cards that have been issued are bogus cards and the foodgrain meant to be issued against these cards is actually diverted to the market. 


The EGOM has already decided that the BPL numbers would be as determined by the Planning Commission, based on the Tendulkar Committee report. The Tendulkar Committee has recommended a new poverty line which yields 37.2 per cent of the population as BPL in 2004-05. Applying this ratio to the estimated population as on March 2005 yields a BPL population head-count of 408 million in the country. 
The Planning Commission does not estimate the number of households in poverty, since that depends on household size, which varies not only from state to state, but also across income and consumption levels. There is a merit in shifting to a system of per capita entitlements in future, so that absolute quantity released to a household can vary with the family size.  If this is done, it will be progressive since the poor who have larger families, would get more. Many of the States have been pointing this out for a long time.

Decision point 4: Should the food grain entitlement be on household basis (25-35 Kg per household) or on per-capita basis (6 Kg per capita)?

It may be noted that if the decision is taken in favour of per-capita entitlement, decision point 3 above will become redundant, since the food grain entitlement per household would vary depending on the extant family size and will range from 24 to 36 Kg for most households. 


For the purpose of this note, we have continued to work with the existing household based calculation using an average household size of 5.5 per household. On this basis, the Tendulkar committee estimates suggest an increase in the number of BPL households to 7.41 crore in 2004-05. In the EGOM, it was also argued that the population should be updated to 2011 and the poverty percentage of 37.2% for 2004-05 should be applied to the updated population of 2011. If this is done, the number of BPL households would increase to 8.07 crore as of 2010-11
. 
Decision point 5: Should the BPL numbers as estimated by Tendulkar Committee for 2004-05 be projected hypothetically forward assuming no reduction in poverty; OR should the declared numbers for 2004-05 be used for the present, till an updated figure based on 2009-10 NSS Survey and 2011 census becomes available? 

It may be noted that even if the number of households is increased to 8.07 crore, many States may still not be satisfied, since this number is lower than the number of cards they have issued. If States insist on recognising a larger number of BPL households, for the purpose of the Food Security Act, they will confer on those households a legally enforceable entitlement, which the States will have to meet on their own.  This aspect needs to be discussed with the States to get a consensus. 

Implications of Expanded BPL

Expanding the BPL numbers has implications for (a) the requirement of grain and (b) the financial cost for meeting the BPL commitment. This is summarised below. 

	Reference Date
	Number of

BPL (incl. AAY) 

households
	Grain Requirement  for BPL 
(million tonnes)       
	
	Subsidy Requirement 

(Rs crore)

	
	
	Existing BPL
	Additional Requirement
	
	Existing

BPL
	Additional requirement

	March 2005
	7.41 crore
	27.4
	3.7
	
	39,757
	9,557*

	March 2011
	8.07 crore
	27.4
	6.5
	
	39,757
	13,919*


* Subsidy requirements are calculated on the basis of grain needs for BPL coverage assuming that per unit cost of supply is the economic cost and per unit revenue is the issue price.  Since the additional supply for BPL will come out of the APL amount, because of the constraint on total given availability, the additional cost for the BPL shown in the table is offset by a saving of subsidy on the amount shifted out of the APL as discussed later in this note.
The BPL grain requirement will expand from 27.4 million tonnes at present to between 31.1 and 34.1 million tonnes depending on the BPL numbers finally adopted. About 4 million tonnes is currently needed in a normal year for welfare schemes such as the MDM and ICDS. Since, there may be further expansion of these schemes because of universalisation; we should allow about 5 million tonnes on this account. We should also allow for a contingency of 1-2 million tonnes every year for various types of relief related demands. The total requirement for BPL plus other welfare schemes would therefore be between 38 and 41 million tonnes. 
 Since normal procurement is assumed to be around 50 million tonnes per year, the balance amount available to provide food security for the non BPL population would be around 9 to 12 million tonnes. The APL offtake at present is over 16 million tonnes. How to manage the APL demand within the reduced availability is a critical challenge for the new system and some options are discussed in Section 4 below.
IV. PDS for the APL 

If all 11.52 crore of the existing APL cardholders have to be given 35 kg per month, the total requirement would be 48 million tonnes for the APL alone. If the entitlement is reduced to 25 kg, the total requirement would be 34.5 million tonnes. This amount is simply not feasible since availability for the APL will be between 9 and 12 million tonnes as calculated above.
The demand for foodgrain from the APL obviously depends on the APL price. At present, APL prices are higher than BPL prices, but they are heavily subsidised, being around 55 percent of minimum support prices (MSP) and 45 to 50 per cent of open market wholesale prices. As recently as 2005-06, APL prices were about 90 percent of MSP and in that year, although APL allotment was 44 million tonnes, actual offtake was only 8.3 million tonnes. 

The problem has arisen because APL prices have not been changed since 2002, while MSP and market prices have risen substantially.  The large under-pricing of APL grain has naturally generated a higher demand from this group and the situation is being managed by arbitrarily reducing the scale of availability per household. At present, the norm of 35 kg per household is met only in certain areas such as the North East. In the rest of the country, the amount offered for APL is arbitrarily limited to past offtake in order to contain releases to what is available. We cannot continue to manage the situation in this way after the Act is brought into force, if access is made a legal entitlement even for the APL. 

We can respond to this situation in one of three ways:

Option 1: We can give the APL households make access a legal entitlement, but at a non-subsidised price. If APL prices are raised to say the MSP level, the APL price for wheat and rice would have risen as shown below, and at these higher prices, the APL demand would shrink substantially.

	
	Rs. Per kg 

	
	Wheat
	Rice

	Present 
	6.10
	8.30

	MSP level 
	11.00
	15.40


Equating issue prices with MSP may not be appropriate in the present circumstances, since if MSP is too high, it will only lead to further build up of unnecessary stocks and impose a cumulative fiscal burden for storage. We should therefore calibrate an APL price linked to MSP plus margin, in such a way that the annual APL offtake is around 10 million tonnes or so.  If there is excess grain availability, as at present, there can be a discount from this price to encourage a larger offtake. If not, the discount can be reduced or withdrawn. 

The current stock position does suggest excess levels of stock and we could therefore begin with setting APL prices at 75% of the MSP. This means wheat prices would increase to Rs. 8.25 per kg and rice to Rs. 11.55 per kg. This would imply 35 to 40% rise in prices, roughly matching the rise in wholesale prices of grain since 2005. At these prices, APL demand will be lower than it is at present and could be managed within the expected availability of around 10 million tonnes.


While the demand in normal times will be low, we must accept that it would rise sharply in times of scarcity, when the market prices rise. Option 1 would provide substantive food security for the APL in these situations because it would assure provision of full entitlement of say 25 kg in times of stress such as a monsoon failure or a local market disruption. No such assurance exists at present.


The grain requirement of dealing with an upsurge in demand in such situations would have to be met through drawing down a buffer stock. Assuming an entitlement of 25 kg per month, the maximum demand, in a year of shortage, if all 11.52 crore APL card holders draw their full entitlement of 25 kg per month, would be 34.5 million tonnes.  Since APL card holders will in any case be drawing around 10 million tonnes in normal situations, the maximum additional requirement in a bad year would be around 24.5 million tonnes.  In practice, it would be less since offtake is unlikely to be more than 90% of entitlement. This would reduce the maximum additional requirement to 21 million tonnes to be met by drawing down a buffer stock. The likely size of the buffer stock to manage in such a situation is discussed below. 

Option 2: We can retain the present system for APL which operates on a best effort basis. There is no legal entitlement, but we do make grain available through the PDS depending on what is left over from the BPL supply. In effect, this amounts to saying that the food security act offers no legal entitlement for non BPL families, who must rely on the market with some degree of access to the PDS.
Decision Point 6: Should we opt for a legal entitlement from for non-APL which necessarily means a much higher “normal price combined with a substantial buffer stock component or should we continue with an arbitrary allocation to APL depending on availability? In case of the latter, what should be the price charged to APL in case Option 2 is chosen?
Saving in APL Subsidy


The choice between Options 1 and 2 has implications for the total subsidy. Option 1 has the advantage that the proposed increase in APL prices, combined with the inevitable reduction in off take, will help reduce the APL subsidy component from the present level. As noted earlier, the reduction in APL subsidy actually offsets the increase in the BPL subsidy to some extent. 

The total subsidy on APL grain at present (2009-10 level) is Rs. 16,650 crore. If the APL price is raised to say 75 per cent of MSP, and the offtake consequently reduced to say 11 million tonnes, the subsidy for the APL will be reduced to Rs 8,700 crore, yielding a saving of Rs.8,000 crore. The additional subsidy of around Rs.14, 000 crore on account of the expanded BPL supply (assuming a BPL population of 8.07 crore households) as reported earlier in the note would be reduced to a net increase of around Rs. 6,000 crore. 


If Option 2 is chosen, the reduction in APL subsidy will be smaller and the net increase in subsidy will therefore be larger.
Buffer Stock Requirement

At present, the buffer stock (including the so called strategic reserve) is 14.2 million tonnes consisting of 7 million tonnes of wheat (4 million tonnes normal buffer plus 3 million tonnes strategic reserve) and 7.2 million tonnes of rice (5.2 million tonnes normal buffer plus 2 million tonnes of strategic reserve). The size of the buffer stock needs to be reviewed in the light of the demands that may be placed on the system by the Food Security Act. 


The exact size of the buffer stock needed to accommodate exceptional drawdown of 21 million tonnes, say every four or five years, as envisaged under Option 1, needs to be scientifically determined, taking into account likely variations in domestic output and the possibility of imports. As a rough approximation, one can assume that a buffer stock of at least 25 million tonnes may be needed.
 


Option 2 does involve a comparable commitment to maintain buffer stock since it does not involve an obligation to supply a larger amount than currently supplied.  However, it is arguable that if there is a Food Security Act, then even if there isn’t a legal entitlement for the APL, there will be a presumption that supplies under the PDS are increased in times of scarcity. This requires a large buffer stock of 14.2 million tonnes.

An increase in the buffer stock involves a cost. However, in our present situation there may be no real increase because the existing stock has a sufficient margin above the current requirement of buffer plus strategic reserve. As explained in appendix 1, the current level of stocks is equivalent to a 25 million tonne buffer plus something extra. The extra cost of holding this stock is therefore being incurred in any case even if it is not reflected in the budget.
Decision point 7: How much stock should the FCI maintain to ensure food security for all, including in the times of crisis, in Option 1 and what is the requirement if Option 2 is chosen?
 V.  Reform of the PDS
 ​
 Shifting away from a highly subsidised APL supply is itself an important reform of the PDS. However, much more comprehensive reform is needed since there is overwhelming evidence that the PDS is riddled with leakage and corruption. It works relatively better in some States, but there are serious operational deficiencies in most other States.


 The following three reforms should be considered. 
(i) Use of Smart Cards


Instead of delivering subsidised grain to the poor we should switch to a system where the PDS shops sell grain at the normal APL price, but the poor have a smart card which enables them to pay the subsidised price and have the subsidy amount credited to the shopkeeper’s account. The elimination of subsidised grain flowing through shops will eliminate what is at present a massive incentive to direct subsidised grain into the black market. Proposals for creating an official oversight machinery to check such diversion have not been very successful and the experience has shown that the officials involved themselves become complicit.

Switching to smart cards would also enable BPL card holders to patronise any PDS shop and not the specific shop linked to their ration card. The ability to go to other shops frees the card holders from being captive customers of one shop. While not all card holders will have access to multiple shops, a large number will; and the introduction of competition will be a definite gain for the card holders. Smart card holders may also be enabled to avail the food subsidy on other eligible food items that may be sold in a PDS shop, e.g. coarse grain, edible oils pulses, etc. 


An alternative to the use of smart cards advocated by some is a straight cash subsidy, paid to the female head of household by transfer to an account in her name. This is resisted in many quarters because it is felt that such a cash transfer implies dissolution of PDS shops which would leave the beneficiaries at the mercy of private traders who will simply raise prices negating the effect of the transfer. It may be noted that this problem would not arise in the smart card proposal since PDS shops will continue to exist and be fed by procurement. The only difference is that, these shops will sell grain at a “normal” MSP linked price, with the poor paying a much lower price in combination with the smart card, which will credit the subsidy to the shop keeper. 


The switch to smart cards may be resisted because the idea is new and also because of vested interests. It should be recognised that if the leakage from PDS is 50% and from APL is 20% - “very reasonable numbers” in the light of many studies – the total resources diverted to unintended beneficiaries is very large. The vested interests are therefore massive.
ii)
Linking Smart Cards to UID

​The Act should also provide for a mandatory use of UID numbers which are expected to become operational by the end of 2010. Since States have to redo the BPL list in line with the new BPL numbers, the very process of updating the BPL lists can be used to issue smart cards and also make UID numbers compulsory for each beneficiary. This will eliminate bogus cards as well as multiple cards. Once UID numbers are in place, it would be easy to ensure that the person using the smart card is actually the intended beneficiary, since it will be possible to insist on biometric verification at the time of each transaction. 

iii)
Shift to Per Capita Entitlement 
 
The grain entitlement may be converted from a per household to a per individual monthly entitlement (with possibly different entitlements for adults and children, the pros and cons of this need to be debated.)
. A per capita entitlement of 6 kg of wheat or rice per month would, with a family size of 5.5 be equivalent to 33 kg per family, and with a family size of 4.6 to 25.3 kg per family. The shift to a per capita entitlement will be progressive step since the NSS survey data show that lower income households have more members per family than higher income households. Moreover, by only specifying the headcount number, the State governments will have more flexibility in extending benefits in accordance with actual ground conditions. Finally, with the UID to be rolled out shortly, a per capita entitlement will enable Food Security benefits to be inextricably linked to the UID, which assigns a unique ID to every individual.

VI. Subsidised Community Kitchens 

The proposal in the INC manifesto for establishing community kitchens can be fulfilled by incorporating a provision in the Act for a scheme under which the Central Government will share the cost of community kitchens to be set up by State Governments in cities. The law could provide for 50:50 sharing basis with guidelines for the scheme to be notified separately. This could be a part of the Urban Poverty Alleviation component of JNNURM.
VII. Incorporating MDM and ICDS

These schemes already exist and there is already a commitment to universal coverage. Appropriate reference could be made in the Bill giving a legal backup for these schemes, and indicating that the Central Government will share the cost on the basis of guidelines which will be notified. There is no additional financial implication since the schemes are being funded in any case.


Supplies to ICDS and MDM should also be implemented through issue of institutional smart cards which will ensure that the grain is supplied at a lower monetary payment than at present.
VIII. Summary of Proposals

The approach outlined above responds to all the issues and expectations that have been raised. The proposals in the note may be summarise as follows:
(i) The BPL entitlement could either be fixed at 35 kg per household or alternatively, at an appropriate per individual level per month and this should be made available at a concessional price of Rs. 3 per kg. The AAY prices could remain what they are. 

(ii) The number of BPL beneficiaries could be raised immediately, on household or head count basis, to make them consistent with what the Tendulkar Committee has recently estimated. The number could be further adjusted in 2012, when the data from the 2009-10 NSS survey and the 2011 census become available. 

(iii) The APL issue price should be linked to the MSP, but with a discount when stocks are high, which seems to be the case at present. The APL price could be set initially at 75% of MSP with a provision that this initial discount from “normal price” would be reduced as excess stocks are reduced and will be withdrawn altogether if stocks fall below some suitably redefined buffer norms. At 75% of MSP, the APL issue price would be of Rs. 8.25 per kg for wheat and Rs. 11.55 per kg for rice.

(iv) The PDS system should shift to an MSP linked price for grain, with BPL beneficiaries benefiting from the subsidy by a smart card linked to UID. Shifting away from flows of low priced grain to an MSP linked price will greatly reduce the incentive for leakage of grain. This will be a major systemic reform. Smart cards may not be feasible or acceptable in every State, but the Bill should give the States an option.

(v) The Central Government should implement a scientific buffer stocking policy in which the level of the buffer stock is determined in light of the demands put on the system. This policy should include a policy of dispersing stocks regionally so that adequate supplies are always available wherever they are likely to be needed, instead of where grain is procured, which is what happens at present. An expert group could be set up in the Planning Commission to make proposals in this regard.

(vi) Adequate food stocks should be maintained at the distribution end where they are most likely to be needed. The FCI or other designated agency should be required to maintain at least one month’s average consumption of grain at each divisional level as buffer. Within a period of three years, such capacity should be extended to all districts. Capital costs of creating the necessary storage can be avoided, if this is done through PPP with some support via the VGF facility.
(vii) Suitable provisions can be made in the Act incorporating the MDM and ICDS schemes and also a new scheme for sharing the cost of community kitchens that the state governments may wish to open.

(viii) Ultimately, even MDM and ICDS users could receive their grain entitlement at the MSP linked price, with a separate subsidy made available either in cash or via a smart card. Providing cash for MDM/ICDS would incentivise local procurement.


The only part of the proposal which may seem difficult is the proposed raising of the APL price. It has to be recognised that this is an unavoidable adjustment if we want to deliver what we have promised. If we don’t raise the APL price, we will have to arbitrarily limit supply, but in that case, we cannot claim to have delivered food security for all. 

.....

Appendix-I

Present Level of Stocks: An Assessment
A buffer stock of 25 million tonnes is about 11 million tonnes higher than the existing buffer plus strategic reserves. This would normally involve an additional carrying cost of about Rs. 4, 000 crore per year. However, we may not require actual additional stock building above current levels, since the current level of stock is already higher than necessary for the purpose.

The extent of excess stocks is best calculated by looking at stock levels at the minimum point in the year when the operational stock for normal operations has come down to zero effectively, except for a dead stock requirement of say 2 million tonnes. Wheat stocks are normally at a minimum level on 1st April. On April 1, 2010, they were 16.1 million tonnes as against the existing buffer plus reserve norm of 7 million tonnes. Allowing for 2 million tonnes of dead stock, the excess over the buffer plus reserve plus dead stock was over 7 million tonnes. This means that even if the wheat buffer is increased by 5 million tonnes, taking the wheat buffer plus reserve to 7+5=12 million tonnes there was an excess stock of 2 million tonnes of wheat. 

Similarly, rice stocks are normally at a minimum on 1st October. On present prospects the stock on 1st October 2010 is likely to be around 19 million tonnes. Again, allowing 2 million tonnes of dead stock, the excess rice stock over the current buffer plus reserve norm of 7.2 million tonnes is almost 10 million tonnes. This means if we increase the buffer stock of rice by 5.8 million tonnes, taking the total rice buffer plus reserve to 7.2+5.8=13 million tonnes, we still have excess stock of 4.2 million tonnes of rice. 

These calculations suggest that we can easily revise our buffer stock plus reserve levels to 12+13=25 million tonnes of wheat and rice, still leaving us with excess stocks of both grains. Costs for holding these stocks are therefore already being incurred, though these may not be fully reflected in the BE for 2010-11. The decision to increase the buffer therefore will not involve any real increase in costs. 

The size of the stocks also produces a strong case for operating the APL price at a discount to MSP to clear the excess stock. An expert group can be set up in the Planning Commission to quantify these issues.

It must also be stressed that to manage “food security for all” requires not just stocks, but also a scientifically designed stock management  policy that guarantees adequate stocks at all times in all parts of the country, with clear operating procedures to deal with emerging scarcity situations. This is especially so since some of the shortage can be met through imports, which should be planned on a systematic basis depending on what is happening to price levels and stocks in different parts of the country, and on relative costs of replenishing these. The present system of ad hoc inter-ministerial discussions based on estimates of overall shortage and forecasts of production, procurement and demand, are highly error prone, and do not lend themselves to timely decision making. We would be much better off focussing on price movement and stock levels and linking imports to the need to replenish stocks if they are falling.

The existence of excess stocks justifies APL pricing at a discount to MSP for the present. This will not only allay criticism of government as hoarder, it will also allow the initial hike in the APL issue price to be more modest, subject to subsequent increase in price by withdrawing the discount based on an appropriate stock-based formula if stocks begin to fall.

� It is easier to align the per capita entitlement norm with the Tendulkar Poverty ratio which is also on a head-count basis. The both can be aligned at the level of the lowest administrative unit. This will help resolve the problem of mismatch that presently exists between the States and the Centre on the BPL cards issue.   





� It may be noted that proportional expansion is not a valid procedure since the proportion of the population in poverty has been falling over time. The next official estimate for poverty will be for the year 2009-10, based on the NSS survey for that year which is currently being conducted. The data from the survey will become available late in 2011 or early in 2012. If allowance is made for the likely decline in the poverty percentage in 2009-10, the number of households in poverty would fall below 8.07 crore. 





�  If buffer stock requirements are calculated on the basis of likely shortfalls, the amount required is likely to be less since the maximum shortfall in production from trend in the case of wheat is about 5 million tonnes and of rice is about 12 million tonnes. If these maximum shortfalls appear in the same year for both crops, which is an extreme assumption, the shortfall is 17 million tonnes. However although a lower stock level may be sufficient, we should aim  for around 25 million tonnes if only to give some protection against two successive droughts.


� While different entitlement for adults and children appears to be natural, a flat 6 Kg per entitlement is simpler to implement and will provide additional food security to poor children most of whom are malnourished.  
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