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PREFACE

This document is structured to cover the mandate, goals, and objectives with their outcomes set for 2006-2007, policy framework and vision statement of the Department of Food and Public Distribution.

Chapter I
mentions briefly the primary objectives of the Department, its 



Organisation, the broad programmes and agencies responsible 



for implementation.

Chapter II
contains the financial outlays, projected physical outputs and 



Projected/budgeted outcomes.

Chapter III
gives details of reform measures and policy initiatives taken by 



the Department.

Department of Food & Public Distribution

Outcome Budget 2006-2007

CHAPTER  1

ORGANISATION


The Ministry of Consumer Affairs, Food & Public Distribution has two Departments, namely, the Department of Food and Public Distribution and the Department of Consumer Affairs.

1.1
The Department of Food and Distribution works under overall guidance of the Union Minister of Agriculture, Consumer Affairs, Food and Public Distribution Shri Sharad Pawar who is assisted by two Ministers of State Shri Taslimudin and Dr. Akhilesh Prasad Singh. 

1.2
Shri R.N. Das, has been working as the Secretary, Department of Food and Public 
Distribution with effect from 1.7.2005.  His predecessor was Shri S.K. Tuteja.

FUNCTIONS

1.3
The main functions of the Department of Food and Public Distribution are: -

(i)
formulation and implementation of national policies relating to procurement,  movement, storage and distribution of foodgrains;

(ii)
implementation of the Public Distribution System with special focus on the   poor;

(iii)
provision of storage facilities for the maintenance of central reserves of 

            foodgrains and promotion of scientific storage;

(iv)
formulation of national policies relating to export and import, buffer stocking, quality control and specifications of foodgrains;

(v) administration of  food subsidies relating to rice, wheat and coarse grains;

(vi)
fixation of statutory minimum prices of sugarcane payable by sugar factories, development and regulation of sugar industry (including training in the field of  sugar technology), fixation of price of levy sugar and its supply for PDS and  regulation of supply of free sale sugar;         

(vii)
industries, the control of which by the Union is declared by Parliament by law  to be expedient in public interest, as far as these relate to vanaspati, oilseeds, vegetable oils, cakes and fats; and

(viii)
price control of, and inter-state trade and commerce in, and supply and
distribution of vanaspati, oilseeds, vegetable oils, cakes and fats.

1.4
In discharging its various functions, the Department of Food and Public Distribution has under its administrative control three Public Sector Undertakings, viz, Food Corporation of India (FCI), Central Warehousing Corporation (CWC) Hindustan Vegetable Oils Corporation Limited (HVOC); two attached offices, namely Directorate of Sugar and Directorate of Vanaspati, Vegetable Oils and Fats, and subordinate offices, viz., National Sugar Institute, Kanpur; Save Grain Campagin Offices; Indian Grain Management Research Institute, Hapur and its three Field Stations. 

Chapter - II
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	Subsidy payable to Food Corporation of India and others on foodgrains transactions

Subsidy to State Governments on decentralized procurement of foodgrains.

Sugar subsidy payable to FCI and others on account of levy sugar, import of sugar.

Settlement of re-fixation of ex-factory prices of levy sugar for 1974-75 (w.e.f. 12.7.75) to 1979-80 sugar seasons- Subsidies payable to the sugar factories

Subsidy for Sugar Mills denotified under SU(TOM) Act, 1978.

Subsidy for maintenance of buffer stocks of sugar.

Reimbursement of internal transport & freight charges to sugar factories on export shipment and payment of other permissible claims- Subsidies 

OTHER EXPENDITURE FOR SUGAR INDUSTRIES & SDF

Administration of Sugar Development Fund

POST  HARVEST OPERATION

Save Grain Campaign

(SGC)

Indian Grain Storage Management & Research Institute (IGMRI)

Quality Control Cell (QCC)

Central Grain Analysis Laboratory

 ( CGAL) 

Loans for modernization/ rehabilitation of sugar mills.

Loan for sugar mills for cane development

Loan to Sugar Mills for Bagasse based/Cogeneration Power Project.

Loan for production  of Anhydrous/ Alcohol/Ethanol


	To meet the difference between the economic cost of foodgrains and their sales realizations at subsidized prices (CIP) for TPDS and other welfare schemes

Release of funds to FCI for carrying out the distribution of sugar under Public Distribution System.  

Settlement of claims on account of re-fixation of ex-factory prices for 1974-75 ( w.e.f. 12.7.75) to 1979-80 sugar seasons for sugar dispatches made to FCI/State Government nominees, Army Purchase Organization (APO) and export of levy sugar under the Supreme Court- Judgement in Malaprabha case.

Release of amount equivalent to interest accrued on loan amount outstanding against the sugar mills which were taken over by the Central Government under SU(TOM) Act, 1978

For defraying expenditure for the purpose of building up and maintenance of buffer stock of sugar with a view to stabilizing price of sugar.

To promote export of sugar and liquidate the surplus sugar stocks available with the sugar factories.

To incur the expenses for the purpose of functioning of Sugar Development Fund.

To disseminate the techniques of scientific storage of foodgrains to the farming community.  To transfer the technical knowledge developed by the IGMRI to the farmers for safe storage of foodgrains and to minimize the post harvest losses.  The major planks of the scheme are training, demonstration and publicity in the selected villages.

For research and development activities on storage and preservation of foodgrains, besides, developing code of practices for grain storage( including storage structure) and imparting apex level training on scientific storage, preservation and inspection of  foodgrains to the officials of the agencies engaged in procurement, storage and distribution of foodgrains

For research and development activities on storage and preservation of foodgrains, besides, developing code of practices for grain storage( including storage structure) and imparting apex level training on scientific storage, preservation and inspection of  foodgrains to the officials of the agencies engaged in procurement, storage and distribution of foodgrains

Laying down the quality standards for procurement of Kharif and Rabi foodgrains for Central Pool Classifications of rice/paddy varieties for fixation of procurement and issue prices.

For facilitating the rehabilitation and modernization and expansion of crushing capacity of sugar industry.

Development of sugar cane in the area where sugar cane factory is situated.

To improve the economic viability of sugar mill.

To improve the economic viability of sugar mills.
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	(Estimated Offtake)

 284 lakh tonnes of foodgrains

(2006-2007)

58 lakh tonnes of foodgrains

(2006-07)

Making available sugar at cheaper rates to the Below Poverty Lines families

To abide by Court judgement

Fulfilling the commitment made by the Government at the time of handing over the ownership, as per the Agreement entered into with the sugar mills which were taken over under SU(TOM) Act 1978.

144 claims for the period 18.12.2003 to 30.9.2004 and 346 claims for the period 1.10.2004 to 17.12.2004, to be cleared.

(a) Reimbursement of internal transport and freight charges to the Sugar Mills.

(b) Neutralization of ocean freight disadvantage and handling & marketing charges to the Sugar Mills.

Fees for monitoring agencies, which is a fixed as a percentage of outstanding SDF dues, salary of staff and office equipments for SDF related work.

1. No of training courses to be conducted for farmers, traders volunteers etc : 1104

1. No. of  villages  to be covered.:      780                                 

1. No of training courses to be conducted for officials engaged in post harvest operations of food grains including foreign nationals: 392 

2. Analysis of food grain samples 

       (No):                 2250

3. Monitoring of food grain samples for contamination/residue:                                 

                                   710

4. Monitoring of food grains samples for micotoxin contamination :                     

                                  370

1. Inspection of food storage depot:500

2. Inspection of procurement center:300

3. Inspection of rail heads:               140

4. Inspection of Fair Price shops:     720

5. Inspection of rice mills:                120

1. Fixation of specifications for procurement of kharif food grains for ensuing season

2. Fixation of specifications for procurement of rabi food grains for ensuing season

Increase in crushing capacity in Tonnes crushed per day (TCD)

Increase in production of sugar cane

40 lakhs  tonnes

Increase in Mega Watt (M.W.) of electricity generation. 120 MW

Increase in capacity for production in Kilo Liters per day (KLPD)    200KLPD

.
	Improvement in food security, especially for families below the poverty line.

 -do-

Movement of 26 lakh MTs (Approx) of levy sugar per year

Claims will be settled       

Settlement of loan and interest commitment to sugar mills

Settlement of cane arrears and defraying carry-over cost

Claims of 

Sugar Mills will be settled.

No quantifiable outcome


	Continuous

Continuous

Continuous

Continuous

Continuous

Process will be completed by March 2007

---

-

Not applicable

-

2006-2007

2006-2007

2006-2007

do

do

do

2006-2007

do

2006-2007

2006-2007

Receipt of applications and sanction of loan is a continuous process throughout the year.  The applications are first scrutinized by the Screening Committee.  Recommendations of the Standing Committee are placed before the Government and on its acceptance, the approval of the SDF loans is issued/given.  The process time, therefore, cannot be envisaged

-do-

-do-

-do-
	Offtake figures may change, based on consumer demand.  The economic cost may also change depending on procurement prices and procurement incidentals and other elements of cost.

Subject to the condition that the State Governments submit the requisite information to the Ministry, as per the guidelines, in time                 

Balance claims are pending due to non- furnishing of requisite information/proper documents by the concerned. Litigations are also going on in various courts

Concerned companies are required to submit the requisite information/documents to the Department.

Subject to furnishing of complete documents by factories.

Balance claims are pending for want of requisite information/proper documents 

               ---

-

-

-

-

-

-

Achievement of targets is dependent on applications from sugar factories for modernization, rehabilitation and expansion, which may vary from year to year.

Achievement of targets is dependent on applications from sugar factories for cane development which may vary from year to year

.

Achievement of targets is dependent on applications from sugar factories for Bagasse based Cogeneration Power Project, which may vary from year to year.

Achievement of targets is dependent on applications from sugar factories for production of Anhydrous Alcohol/Ethanol, which may vary from year to year.

.

.




PLAN

	10
	Technical Studies and Consultancies under Professional Head
	To evolve a framework for hunger mapping at the most desegregated level to aid micro-level planning 
	-
	0.75
	-
	Proposed to cover one district each in two States.
	Identification of the most vulnerable community/
Village in the districts proposed and to cover them under various interventions of the Govt, for ensuring food security.
	1 year
	

	11.
	Research and Development Programme in Oilseeds and Oils.


	Increased production and improvements in quality of vegetable oils and fats
	-
	0.20
	-
	2 out of 11 R&D ongoing project are expected to be completed, and 2 new R&D projects are likely to be taken up
	
	R&D projects are generally of the duration of 2 to 3 years.
	

	12.
	Village Grain Bank
	The Scheme is to provide safeguard against starvation during the period of natural calamity or during lean season.  It also envisages inclusion of all willing BPL /AAY families in the villages which will be notified by State Governments and about 8591 grains banks will be established during 2006-07.


	-
	50.00
	-
	8591 Village Grain Banks in food scarce areas which will benefit

approximately8591x40=343640AAY/BPL households in the country
	To increase accessibility to food and nutrition and prevent occurrence of any starvation death in the targeted members of the grain banks 
	During 2006-07
	The outlay includes Rs. 4.08 for N.E. Region. 

	13.
	Financial Assistance to States/Uts for computerisation of PDS operations.  
	The project aims at computerization of PDS operations in the country to make it more efficient and fool proof
	-
	5.00
	-
	It is proposed to cover 30 districts initially @ Rs.50.00 lakh per district of 10 blocks each
	To gather information about number of ration cards issued, amended, deleted, licenses issued to FPS owners, quantity of foodgrains received and allocated, food grains stocks at various points i.e. Block, District and State levels etc. 


	One year 
	The project aims at computerization of PDS operations in the country to make it more efficient fool proof and transparent.  All segments of the society including women, SCs/STs will be benefited by it.  The scheme will help in checking diversion of food grains and arresting the problem of bogus ration cards etc.

	14.
	Training, Research & Monitoring for PDS.
	The scheme aims at strengthening and upgrading the skills of personnel engaged in the functioning and implementation of PDS.  Assistance is given in the form of grants in aid for training, up to Rs. 50,000 for a five days training programmes for 20 participants.
	-
	0.60
	-
	Number of persons/officials trained, seminars/conferences organized, and impact of study of the TPDS.
	It is proposed to organize (through State Governments) 60 training programmes @ Rs. 50,000 per Training programmes and the balance amount to be utilized for the concurrent evaluation study etc.
	One week for training and 9-12 months for study, 1-2 days for seminar.
	By providing training to various persons involved in PDS, the PDS can be strengthened and make the system more effective and efficient.  Recently members of PRIs & members of the Vigilance Committees are also included for training purposes for making the scheme fool proof and generating awareness among the general public.



	15.
	National Sugar Institute, Kanpur
	Modernization and technology upgradation of the lab and office.
	-
	1.50
	-
	Improvement in facilities at farm, replacement of water  grid, repairs and renovation of office building and hostel building, replacement and modernization of lab. equipment. 
	
	
	

	16.
	Construction of foodgrains storage godowns by FCI. 
	Construction of storage godowns all over the country particularly in North- East areas and J & K.
	-
	12.75
	-
	Creation of 20,840 MTs of storage capacity.
	Enhanced storage infrastructure built on scientific lines leading to more effective distribution of food grains
	On going process
	 Inclusion of Rs. 4.50 crore for Northeast Region.

   The work relating to construction of storage godowns is an on-going process.  The finalization of project depends on various factors such as identification & taking over physical possession of land, invitation of tenders, execution of works and commissioning of the project.  Hence, no specific time limit can be given.

	17.
	Integrated Information System for Foodgrains Management (IISFM) Project for Food Corporation of India.
	To upgrade the manual information system in the FCI and to given information on the stock position in any depot in the FCI at any given point of time.  
	-
	25.00
	-
	National Informatic Center (NIC) would take up software customization and system studies for these States and also supply hardware, training and support services, etc.

   The project would be extended to all the States, who have adopted the Decentralized Procurement (DCP) System and other major procuring/distributing States, viz. Punjab, Madhya Pradesh, Orissa, Haryana, Chattisgarh, Uttar Pradesh, Tamil Nadu, Andhra Pradesh and Karnataka
	Improved food grain management and accountal of stocks in the central pool
	The State Governments and State agencies are required to sign MoUs with the FCI software customization and system study for these States, for NIC to start the process by  31.3.2007, the entire process is likely to be 

completed.
	Implementation of this project is entirely dependent on the full cooperation of the State Governments.

	
	IEBR Schemes
	
	
	
	
	
	
	
	

	18.
	Construction of warehouses/godowns by CWC
	Augmentation of storage capacity for foodgrains
	-
	-
	109.63
	1) Creation of storage capacity of 5,90,690 Metric Tonne in the States if Rajasthan, UP, Karnataka, MP, Tamilnadu, Maharashtra and Delhi at the cost of Rs. 104.95

2) Purchase of land at the cost of Rs. 4.68 crore
	
	
	Finalization of projects depends on identification and taking physical possession of land, invitation of tenders, execution of works and commissioning of the project.

	19.
	Contribution towards State Warehouse Corporations 
	Enhancing financial viability of SWCs by Central (CWC)
	-
	-
	1.25
	3) 50% matching contribution of State Governments to SWCs by CWC
	
	
	Release of CWC’s matching contribution is subject to State Governments release of their 50% share


CHAPTER-III


The Department constantly monitors implementation of its policies and introduces necessary reforms towards achievement of its objectives.  Some major recent initiatives are given below:-

IMPROVING THE OPERATIONAL EFFICIENCY OF FOOD CORPORATION OF INDIA 

3.1. The ‘National Common Minimum Programme (NCMP)’ has, inter alia, promised “the Government will bring about major improvements in the functioning of the Food Corporation of India to control inefficiencies that increases the food subsidy burden.”   M/s McKinsey & Co. was engaged by the FCI to conduct a study to bring about substantial and sustainable efficiency improvements in the FCI’s functioning including, inter-alia, recommendations on new business models and structural changes, to reduce subsidy burden while improving its effectiveness in meeting the Government of India’s social objectives.  M/s McKinsey & Co has submitted their report on 28th July, 2005.

The important recommendations made in the report relate to :

· Adoption of a multi-tiered debt structure to reduce working capital borrowings;

· Optimization of rail movement using a linear programme;

· Consolidation of handling and road transportation contracts within regions and outsourcing to large logistic service providers;

· Purchase of consolidated requirement of gunny bags through open tender and reimbursing farmers/millers/arthias for supplying paddy in used gunnies;

· Procuring directly at FCI depots or rice mills in Punjab and Haryana

· Renting excess capacity to third parties, i.e. private grain companies, logistic service providers;

· Appointing 3rd party agency to monitor stock moved by rail and to check transit losses;

· Reimbursing State agencies for stocks carried by them prior to actual delivery to the FCI;

· Revision of staffing norms and initiatives to increase staff productivity;

· Revising incentive norms, balancing labour capacity and retiring excess labour;

· Reducing obligatory expenses by having the market intermediaries perform additional tasks in the mandis.

· Reimbursement of procurement incidentals to State agencies to be bench marked to the cost incurred by the FCI; linking custody and maintenance charges to the quality of storage infrastructure, and building year to year cost reduction/efficiency improvement clauses in the supplier contracts/MoU with State agencies.

The above recommendations are at various stages of examination/implementation. To implement the recommendations contained in the report, a Programme Implementation Office (PIO) has been set up in FCI.  It is expected that these implementation will result in significant savings in the FCI during 2006-07.

INTEGRATED INFORMATION SYSTEM FOR FOODGRAINS MANAGEMENT (IISFM) IN FCI 

 
3.2. With a view to upgrade the manual information system in FCI and to give information on the stock position in any depot in FCI at any given point of time, the  Integrated Information System for Foodgrains Management (IISFM) project for FCI was approved  by the Government in July 2003, at an estimated cost of Rs. 97.66 crore, being implemented from 2003-04.   The National Informatics Centre (NIC), in coordination with NIC Services Incorporate (NICSI) has been entrusted with the work of preparation of detailed project report, development of application software, supply of hardware and software for the project etc.  BSNL has been entrusted with the task of establishing the Virtual Private Network (VPN) connectivity from District level upwards.   As a result of the same, presently the foodgrains stock position is available on-line on the IISFM website (www.iisfm.nic.in).

In order to have access to complete information about foodgrains stocks in the Central Pool including stocks with the State Agencies, it has been decided to extend the IISFM project as follows :

(a) States adopting the Decentralized Procurement System and the major producing States.  

(b) Integrate it with financial accounting.  

The modified project is expected to be completed by March, 2007.
For implementation of the project, the budget allocation has been as under :

2003-04
-
Rs.15.50 crore

2004-05
-
Rs.39.14 crore

2005-06
-
Rs.15.00 crore

2006-07
-
Rs.25.00 crore
VILLAGE GRAIN BANK SCHEME


3.3. The scheme was transferred from Ministry of Tribal Affairs to this Department on the direction of PMO.  A provision of Rs.20.20 crore have been made under plan head for the year 2005-06 and Rs.50.00 crore have been earmarked for 2006-07. The revised Scheme has been approved recently and the requirements for establishing of Grain Banks have been called from the State Governments/UTs.


The following reforms have been proposed in the Village Grain Banks Scheme:-                                                                                                                                               

The following reforms have been

1. Earlier this scheme was for the tribal areas only, now it has been  extend to the drought prone areas, the hot and cold desert areas, tribal areas and the inaccessible hilly areas i.e. in all the chronically food scarce areas of the Country.

2. The revised scheme envisages inclusion of all willing BPL/AAY families in the villages, which will be identified/notified by the State Govts. as food deficit areas. Earlier the scheme was for ST and willing SC population only.

3. Village Panchayat/Gram Sabha/NGOs/Self Help Group shall be eligible for running the Grain Banks. 

4. For empowering the women, it has been proposed that at least one woman will be the member of the Executive Committee or the Group who will run the Grain Bank.

5. The foodgrain will be provided to Grain Banks through Food Corporation of India free of cost as one time grant.

6. The components of storage, transportation, monitoring and training have also been provided in the scheme.

7. By the end of 10th  Five Year Plan approx  12000 Grain Banks will be established.

INTRODUCTION OF NEGOTIABLE WAREHOUSE RECEIPT SYSTEM IN THE COUNTRY

3.4
The Department of Food & Public Distribution prepared a proposal for enacting a Parliamentary Legislation for making the warehouse receipt a negotiable instrument to increase credit flow in the agriculture sector.  The Bill has been introduced in Lok Sabha on 7th Dec 2005 and it has been referred to the Standing Committee on Consumer Affairs, Food & Public Distribution on 19th December, 2005 for consideration.

 DEVELOPMENT OF RAILSIDE WAREHOUSING COMPLEXES BY CENTRAL WAREHOUSING CORPORATION

3.5
A Memorandum of Understanding (MOU) had been signed on 20th December, 2003 between the Railways and CWC for development of Warehousing Complexes near railway terminals. CWC had started a  pilot project at SGT, Whitefield, Bangalore and had gained experience from the pilot project. Keeping in view the fact that such a business has a vast potential, CWC is interested in construction of 50 Rail side Warehousing Complexes at different locations in the country. 

Railway authorities will lease out land to CWC for the purpose of development of warehousing complexes at important railway terminals along with railway siding. CWC will construct, develop and maintain the entire warehouse complexes at their own cost on the land leased by Railways.
