
No. PR/19(3)/11-12             Dated: 28.10.2011. 

The Editor, 

The Economic Times, 

Bahadur Sah Zafar Marg, 

New Delhi. 

 

Subject: Serious factual errors and misleading opinion regarding FCI in the article 

“Privatising Public Resources” authored by Shri Bibek Debroy  

Dear Sir,  

I would like to draw your attention to the article titled “Privatising Public 

Resources” in the Blog Section „Policy Puzzles‟ by Shri Bibek Debroy. The article is 

available at the link below: 

http://blogs.economictimes.indiatimes.com/policypuzzles/entry/privatizing_public_res

ources  

This article has some serious factual errors and a telescopic analysis of things. 

You may appreciate them after considering following facts and figures along with 

analysis of author‟s misunderstanding of certain facts: 

1. The author, while analysing the storage space situation has quoted storage 

space available only with FCI i.e. as on April 2011 being 31.61 million tonnes 

which has been compared with storage space as on April 2004. Besides, he 

has cited Cover and Plinth (CAP) storage as „mere‟. This is not the correct 

perspective and misrepresents factual operational position in many ways. The 

whole scenario may be understood as given below: 

 

1.1. First of all CAP storage should not be seen as a bad storage option as it is 

a time tested scientific and a cost-effective method for storage of wheat, 

especially when there is temporary shortage of covered space. 

 

1.2. Second, the procurement and storage of food grains are not only done by 

FCI but also by some of the state government agencies in various states. 

To understand this, the author may note that we have policy of 

„Centralised’ and ‘Decentralised’ procurement of food grains for different 

states across the country.  

In the former category (Centralised Procuring States), procurement and 

storage of food grains are undertaken by FCI as well as State 

Government Agencies. Say for example, in Punjab, wheat and paddy is 

procured and stored by FCI as well as Punjab State Agencies. However, 

foodgrains stock with state agencies are taken over by FCI whenever it is 

needed for transporting to other consuming states.  
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But in case of latter (Decentralised Procuring States), foodgrains are 

procured, stored and consumed through the state agencies of the 

concerned state such as Orissa, West Bengal Chhattisgarh etc. Only the 

surplus is either taken over by FCI or in case of deficit, it is supplemented 

by FCI to the concerned state.   

 

Thus whenever we talk of total food grains available with Government 

of India or popularly called as Central Pool Stock, we consider entire stock 

held by all i.e. by FCI, State Agencies of Centralised Procurement States 

and Decentralised Procurement States. Considering this, the total stock 

position in the country, say for example as on 1st October 2011 is 59.1 

million tonnes. Out of this, only 27 million tonnes is with FCI (stored in FCI 

storage space) and the rest is with different state agencies i.e. stored in 

the storage space available with State Agencies. Please see the detailed 

statement at the link 

http://fciweb.nic.in//upload/Stock/stock_october_2011.pdf on our website. 

 

Therefore while talking about storage space for Central Pool 

Operations; we must consider the total storage space available with FCI 

as well as with various state agencies. To that extent, the view of the 

author that FCI should take care of only buffer requirement and non-buffer 

requirement may be undertaken by other agencies; may also be seen with 

the perspective that quite a significant portion of the operations are carried 

out by multiple agencies and not FCI alone.     

 

1.3. Third, it is incorrect to say that we have not been able to add much 

storage space since 2004. The author may appreciate some of the simple 

economics and management practices to manage the cost. Not all the 

storage space available with FCI is its own. Some of it is hired as well 

from various agencies. Since stock position keeps on varying from time to 

time, it makes no sense to carry empty storage perennially. Thus addition 

or deletion of storage space through hiring and de-hiring is a dynamic 

process which keeps on going as per need. To better appreciate it, the 

author may see monthly stock held under Central Pool from the year 2004 

on our website at the link http://fciweb.nic.in/upload/Stock/6.pdf  where the 

data is available from the year 2000.  

 So, while FCI has de-hired 12.05 million tonnes of storage space from 

the year 2002-03 to 2007-08, it has also hired about 8.45 million tonnes 

storage space between 2008-09 to 2011-12 (up to 31.05.2011) as per the 

varying level of stock holding. A detailed statement of hiring and de-hiring 

of storage capacity since 2001-02 till 31.05.2011 is attached at the end as 

Annexure – I.    
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1.4. Last but not the least, considering the general perception of the people 

and especially the media that stock held in CAP system is not safe, the 

Government of India has launched a 10 year guarantee scheme under 

Public Private Partnership through FCI to construct 15 million additional 

covered storage facilities.  

 So far, on the basis of tenders floated in various states, construction for 

about 9.00 million tonnes storage space has already been sanctioned fro 

construction. Out of this about 7.00 million tonnes would be constructed 

by Private Investors and another 2.00 million tonnes by CWC/SWCs. It is 

likely that they all shall be handed over to FCI by 2013.    

 

2. The buffer norms as mentioned in the article are also incorrect as the government 

has added strategic reserves to the buffer norms which were created in the year 

2005. Thus the current quarterly buffer norms together with strategic reserves 

vary from 21.2 million tonnes as on 1st April every year to 31.9 million tonnes as 

on 1st of July every year. Subsequently it is again 21.2 million tonnes for 1st 

October and 25.0 million tonnes as on 1st January every year. The details may 

again be seen at our website www.fciwen.nic.in  

    

3. The author has also not mentioned the correct position of National Food Security 

Act (NFSA). In fact draft NFSA has already been approved by an empowered 

group of Ministers and it is only a matter of time that it is introduced in the 

parliament and enacted as a law very son. 

 

4. The author has cited as documented inefficiencies of FCI but has not cared to 

discuss any. Contrary to that in many cases the operational cost of FCI has been 

lesser than some of the decentralised state agencies.  

 

5. The procurement of wheat in the year 2010-11 was 22.5 million tonnes but the 

procurement of rice in the KMS 2010-11 has been about 34 million tonnes so far. 

The author may note that private trade participation has been lower not because 

of high prices of FCI but because of high level of statutory taxes levied by some 

of the state governments. Several economists have written about this issue. So 

when the private trade is not ready to bear the burden of taxes levied, FCI is 

standing to safeguard the interest of the farmers.   

   

6. The most important point where the author seems to have got it totally wrong is 

about the decision of the Government to lift ban on export of non-basmati rice. 

Contrary to his belief that export has been allowed from government held stocks, 

it has actually been allowed from privately held stocks and it is up to the private 

players to procure and export. 

7. The author may also note that FCI procures food grains conforming to uniform 

specifications decaled by the government before the start of every marketing 

season i.e. Rabi and Khariff. These procured food grains conform to Fair Average 
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Quality (FAQ) norms for consumption at the time of issue under PDS or other 

welfare schemes. It is also brought to the information of the author that when 

export was allowed from the Central Pool Stock during 2001-04, same quality 

stock was exported to about more than 35 countries across the world.  

8. The author‟s perception about the food grains getting damaged with FCI is also 

misplaced. He may like to note that hardly 0.01% of total issued foodgrains has 

accrued as damaged food grains while in storage with FCI during the year 2009-

10which in terms of value is merely 0.005%.  

9. The author has also quoted as benchmark price of rice under PDS as $400 a 

tonne. This turns out to be approximately Rs.18800 per tonne (@ Rs. 47/US$). 

Whereas actual issue price for rice under PDS is Rs. 2000 a tonne for AAY 

category, Rs. 5650 a tonne for BPL category and Rs. 7950 a tonne and 8300 a 

tonne for common and grade „A‟ rice respectively for APL category of ration card 

holders. Details are available at http://fciweb.nic.in//upload/Public-

dist/CIP%20Since%201997.pdf .      

From the above facts you may very well appreciate that the contents of the article 
are not giving a complete perspective about FCI apart from being factually incorrect 
on some instances. We therefore request you to publish our point of view suitably for 
the information of your readers. Should you need any further information, please feel 
free to contact us.  

 
We also feel that the author is not having complete information about issues 

relating to FCI‟s operations. It will be our pleasure to explain our point of view in a 
meeting with the author.  

  
With best regards  

 
Yours sincerely;  

 
 
 

(Chandrasen Kumar)  
Assistant General Manager  

Faculty, Institute of Food Security,  
Food Corporation of India,  

Gurgaon, Haryana.  
Ph: +91-9868327848. 
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Annexure – I   

Hiring/De-hiring of Storage Capacity by FCI since 2001-02                                                                                             
(Figures in Lakh MT) 

Position of Hired 
Storage Space 

 
 

 (As On) 

Covered CAP GRAND TOTAL 

31.3.2001 120.97 44.61 165.58 

31.3.2002 151.6 55.85 207.45 

31.3.2003 137.7 28.78 166.48 

31.3.2004 108.5 13.64 122.14 

31.3.2005 104.61 4.13 108.74 

31.3.2006 99.05 5.09 104.14 

31.3.2007 93.42 6.32 99.74 

31.3.2008 87.13 0.27 87.4 

31.3.2009 101.24 0.15 101.39 

31.3.2010 128.9 4.69 133.59 

31.03.2011 154.59 5.44 160.03 

31.05.2011 164.86 7.02 171.88 

Net Hired/De-hired position during a financial year 
Net Hiring (01-02) 30.63 11.24 41.87 

Net Hiring (02-03) -13.9 -27.07 -40.97 

Net Hiring (03-04) -29.2 -15.14 -44.34 

Net Hiring (04-05) -3.89 -9.51 -13.4 

Net Hiring (05-06) -5.56 0.96 -4.6 

Net Hiring (06-07) -5.63 1.23 -4.4 

Net Hiring (07-08) -6.29 -6.05 -12.34 

Net Hiring (08-09) 14.11 -0.12 13.99 

Net Hiring (09-10) 27.66 4.54 32.2 

Net Hiring (10-11) 25.69 0.75 26.44 

Net Hiring 11-12  
(Up to 31.05.2011) 

10.27 1.58 11.85 

*Negative figures indicate De-hiring of capacity 

 


