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The Editor 
The Hindu 
Kasturi Building, 
859-860, Anna Selai,  
Chennai-600002 
 

Subject: Response to the article titled "The wheat mountains of the Punjab" by Prof. M. S. 

Swaminathan published in the Hindu on 11th May 2011. 

Dear Sir, 

 

I would like to invite your attention to Prof. Swaminathan's article titled "The wheat 

mountains of the Punjab” published in your newspaper on 11th May 2011. Prof. Swaminathan 

has rightly pointed out various concerns and policy options related to foodgrain management in 

the country, right from production to transportation to storage to distribution.  

However, to appreciate the complexities involved in foodgrain management in our 

country it is important to consider some of the challenges and developments in this area. Few 

important features that are complementary to the suggestions made by Prof. Swaminathan, are 

as under: 

1. Distorted procurement policies in Punjab: 

 

The state government of Punjab levies around 14.5% tax on purchase of foodgrains. Such 

a distorted policy of taxation has skewed the market in Punjab due to which the participation of 

private trade in the purchase of foodgrains in this state is negligible. As a result, by 20th May of 

Rabi Marketing Season (RMS 2011-12), out of the arrival of 109.15 lakh tonnes, Government 

agencies have procured 108.48 lakh tonnes. 

Another result of high procurement of wheat by Govt agencies in Punjab is that the local 

requirement is being partly met by private trade by transporting wheat from UP to Punjab. 

Similar problem of shortage of storage capacity is being experienced by FCI in Madhya 

Pradesh as well where the state government has announced a bonus of Rs. 100/quintal and 

imposed  4% VAT resulting into a total of 8.2% tax being levied at the time of purchase.  

Madhya Pradesh being a Decentralised Procuring State has been issuing its own stock first 

under PDS to avail quick subsidy from the Center and rollover its blocked capital, leaving older 

stock transported earlier from Punjab in FCI godowns.  Thus, as on April 2011, FCI’s stock of 

0.77 lakh tonnes of crop-year 2008-09 and 2.13 lakh tonnes of crop-year 2009-10 is still lying in 

godowns while State agencies stock of 2010-11 and 2011-12 has been issued. 

2. Developments in the field of storage space creation: 

 

In order to overcome the shortage of storage space for foodgrains across the country, the 

government has already launched a policy of Private Entrepreneurship Guarantee (PEG) 



scheme. Under this scheme, the country will add about 15 Million additional storage space 

created over a period of next two years. In fact as suggested by Prof. Swaminathan, FCI also 

supports the idea of creation of bulk storage in silos. The Government of India has already 

approved the construction of 20 Lakh MT bulk storage space under silos. Consultancy for this 

purpose has been given to M/s Mott McDonald by the Planning Commission.  A decision will be 

taken on the location of silos after the report of the Consultant is received by the Government of 

India. 

3. Transportation from Punjab & Haryana and offtake in consuming States: 

FCI has been evacuating stocks of Punjab and Haryana on priority and transporting to 

various consuming states in the country. The average rate of transportation from Punjab during 

2010 has been about 40,000 tonnes per day. Besides, about 26000 tonnes per day has been 

transported from Haryana also during the same period. Prof. Swaminathan has suggested to 

take it to about 1,00,000 tonnes per day.  

FCI can transport a higher quantity of foodgrains from Punjab to other States provided 

storage capacity is available in the consuming States. However, the State Governments of 

consuming States have not been able to lift their entire allocation as a result of which higher 

quantity of foodgrains from Punjab and Haryana cannot be moved.   

Government of India made an additional allocation of 25.00 lakh tonnes in September 

2010 at BPL rates. However, the State Governments have lifted only 16.32 lakh tonnes.  

Thereafter, the Govt made another additional allocation of 25 lakh tonnes at BPL rates in 

January 2011. Out of this, only a quantity of 4.22 lakh tonnes has been lifted. 

By March 2012, it is expected that 40 lakh tonnes of storage capacity will be added.  If the 

Food Security Law is enacted by that time and if the off-take by the State Govt increases 

substantially, the problem of shortage of storage capacity would be largely addressed in the 

next one year. 

With best regard  

Yours sincerely; 

 

(Chandrasen Kumar) 

Assistant General Manager 

Faculty, Institute of Food Security, 

Food Corporation of India, 

Gurgaon, Haryana. 

 


