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SANJEEB MUKHERJEE
New Delhi, 24 February

T
he Union Budget has, for the sec-
ond consecutive year, allocated
approximately ~2 trillion for food
subsidies — demonstrating a

more structured approach to managing
this crucial welfare expenditure.

The Budget Estimate (BE) for food sub-
sidy in 2024-25 (FY25) stood at ~2.05 tril-
lion, while the Revised Estimate (RE) for
the same year was around ~1.97 trillion.
The BE for FY26 has been pegged at ~2.03
trillion, slightly lower than the previous
year’s estimate.

Since the Centre discontinued the
additional foodgrain allocation under the
PradhanMantri Garib Kalyan Anna Yojana
(PMGKAY) andmerged it
with the National Food
Security Scheme (NFSA),
the extra monthly ration
of 5 kg of wheat, rice, or
coarse cereals — intro-
duced as a pandemic
relief measure—was
phased out. As a result,
the Food Corporation of
India’s (FCI’s) subsidy
burden has reduced from
approximately ~2 trillion
to around ~1.35 trillion.

What’skept food
subsidystable?
Food subsidy has not reduced solely due
to the discontinuation of additional food-
grain distribution after Covid-19. Several
other factors have contributed to keeping
the subsidy expenditure in check.

Senior FCI officials point out that in
recent years, particularly since the pan-
demic, the central government has
ensured timely disbursement of food sub-
sidies. This has lowered FCI’s reliance on
market borrowings, which, in turn, has
meant that the interest has been within
manageable limits.

In fact, in FY24, FCI’s short-term
market borrowings—which
were previously used to meet
day-to-day expenditure —
stood at zero.

Illustrating the speed
of subsidy disburse-
ment, a senior govern-

ment official said that in FY25, of the ~2.05
trillion allotted for food subsidy, around
~1.34 trillion was earmarked for FCI, while
the rest was allocated to decentralised
procurement (which is maintained in a
separate account). By December 2024,
nearly ~1.26 trillion— roughly 94 per cent
of FCI’s share — had already been dis-
bursed.

“The remaining ~8,000 crore is also in
the process of being released,” the official
added.

Additionally, the government has
increased the annual ways-and-means
advance for FCI, from ~10,000 crore to
~50,000 crore, allowing it to secure a sig-
nificant portion of its operational expens-
es at the start of the financial year.

“Higher ways-and-means advance
means that a significant
portion of our day-to-day
expenditure is secured
even before the financial
year starts,” the official
pointed out.

Moreover, FCI’s paid-
up equity capital has dou-
bled to nearly ~21,000
crore from ~10,157 crore in
FY25, further reducing its
dependence on borrow-
ings and lowering interest
costs.

EarningsandOpen
MarketSaleScheme
A key contributor to FCI’s financial stabil-
ity has been the sale of foodgrains through
the OpenMarket Sale Scheme (OMSS) over
the last two years.

In FY24, FCI reportedly earned at least
~25,000 crore from selling wheat and rice
in the openmarket, while in FY25, the tar-
geted revenue from such sales stands at
~17,000 crore.

Although foodgrains sold under OMSS
are priced below their economic cost —
thus still incurring a subsidy— it remains
a more cost-effective alternative com-

pared to distributing the same stock
for free under the public distri-

bution system (PDS).
For instance, in FY24,

the economic cost of
wheat was around ~27
per kg, whereas FCI
sold 10 million tonnes

of wheat in the openmarket at ~22-23 per kg.
This meant a subsidy of ~5-6 per kg. However, if
the same wheat had been distributed through
the PDS, the subsidy incurred would have been
~27 per kg, as the new rules mandate free distri-
bution under PMGKAY for the next five years.

A similar approach has been adopted for rice,
where the economic cost in FY24 stood at ~38.83
per kg, but sales through OMSS were at lower,
albeit not free, rates.

“To some extent, the increase in minimum
support price (MSP) has been offset by higher
sales in the openmarket,” a government official
explained.

Improvingoperational efficiencies
Beyond subsidy management, FCI has imple-
mented operational efficiencies in recent years.
These include reducing the number of depart-
mental labourers and capping the commission
to procurement societies.

Additionally, a significant portion of the food
subsidy is allocated to decentralised procure-
ment (DCP) states, which procure foodgrains for
the central pool on behalf of FCI and receive the
difference as subsidy.

For instance, in FY24, of the total food sub-
sidy of ~2.11 trillion, around ~1.4 trillion was allo-
cated to FCI, while the remainder went to DCP
states. Since FY25, these allocations have been
merged, and Budget documents do not show
them under separate heads, though the expen-
diture remains divided.

Officials also highlighted improvements in
subsidy disbursal to DCP states, with funds
being released and cost sheets being finalised
only after previous dues are cleared. “This has
helped curb unnecessary or wasteful expendi-
ture,” an official said.

Overall, a combination of timely subsidy dis-
bursals, increased openmarket sales, higher
advances, and improved operational efficiencies
has helped the government keep food subsidy
levels stable —making the discontinuation of
PMGKAY’s additional grain allocation just one
of many contributing factors.
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GRAINY PICTURE
Subsidies (in~trn)

2021-22* 2022-23* 2023-24* 2024-25** 2024-25*** 2025-26**

2.89 2.73 2.12 2.05 1.97 2.03

*Actuals **Budget Estimate ***Revised Estimate Source: Budget Papers
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