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What Is the Effective Delivery Mechanism of 
Food Support in India?
A Demand-side Assessment of Alternative Apparatus  
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The public distribution system is the cornerstone of 

anti-poverty initiatives in India to address the issue of 

hunger and malnutrition, but is plagued with leakages 

and corruption. Though several possible reasons account 

for these problems, one factor that is generally 

overlooked is the lack of assessment of the preference 

of the beneficiaries in terms of product portfolio, 

selection, and delivery mechanisms. Through a mixed 

methods analysis across Bihar, Odisha and (eastern) 

Uttar Pradesh, this paper assesses the factors 

explaining the diversity in the preference for the 

delivery mechanism. What would be a straightforward 

choice problem among delivery mechanisms turns out 

to be far more intricate when mediated by contextual 

heterogeneity and unequal power relations at different 

levels. The results highlight the centrality of demand 

and build a case for demand assessment in improving 

the effectiveness of the system.
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Broadly, two lines of arguments characterise the policy 
debate regarding the ideal delivery mechanism for the 
public distribution system (PDS) of foodgrains. The fi rst 

supports a gradual move towards a system based on food cou-
pons or direct cash transfers (DCT), either of which could be used 
at private retail like a standard food stamp (Kotwal et al 2011; 
Chaudhuri and Somanathan 2011). The alternative argument 
supports reforms of the existing PDS of in-kind transfers (Khera 
2011) with increased monitoring and enforcement, and expan-
sion of coverage well past the current below poverty line (BPL) 
population, making it more extensive as well as more generous. 

The main context for this debate comes from the issues in the 
existing PDS, several reforms and the advent of the National 
Food Security Act (NFSA) 2013 notwithstanding. The PDS 
continues to be plagued with charges of corruption, overpricing 
and delivery of low quality grains (Jha et al 2013; Swaminathan 
2008).1 Additionally, signifi cant power asymmetries are visible 
in the delivery of services, time-consuming bureaucratic pro-
cedures and ineffective grievance redressal systems. 

Amid the debate, one issue that gets overlooked is the 
following: Irrespective of the discourse among policymakers 
and offi cials, what is the delivery mechanism preferred by the 
benefi ciaries considering preference heterogeneity? This debate 
is often steered by the binary choice between cash and in-kind 
transfers as in the current PDS. The system, unless it considers 
the contextual factors in delivery and weighs in the needs and 
preferences, would be constrained in its effectiveness. The 
disconnect between the existing design of delivery mechanism 
and what is desired and suitable for the benefi ciaries remains, 
despite several rounds of changes, experiments and corrections. 
It also refl ects the changing times where information fl ow is 
quick, comparatively cheap and effective.

Our empirical enquiry is an attempt to fi ll the knowledge gap 
in terms of the determinants of needs and preferences after 
considering preference heterogeneity based on gender, caste, 
and class and the intersection of the three components mediated 
through both the experiences with the PDS as well as the 
aspirations. Akin to our research, Gentilini (2007) too reiter-
ates the importance of benefi ciaries’ preferences as one of the 
cornerstones of understanding the appropriateness of transfers. 

Programme objectives, economic analyses, market assess-
ments, capacity requirements and benefi ciary preferences play 
important roles in cash or in-kind (food) selection. Additionally, 
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the benefi ciary preferences for cash or food are context-specifi c 
and diffi cult to generalise. Gentilini (2007) argues that if there 
is a mismatch between preference and provision, the resultant 
transfer may not serve its purpose. Thus, irrespective of the 
policy stance, it is important to analyse the preferences to 
make the system more effective. 

In this paper based on primary surveys, we assess the pre-
ference for DCT equal to market value of grains over the existing 
PDS. DCT, however, is not the only alternative that has been tried 
or is being considered or contested in various states. There are 
also food coupons that have been tried in Bihar or are in 
consideration elsewhere (see Choithani and Pritchard [2015] 
for an evaluation of coupon-based PDS in Bihar). Here we also 
study the preferences for food coupons albeit prospectively, 
akin to a food stamp where it can be used in any food distribu-
tion or retail outlet (Basu 2011). Thus, respondents were asked 
to choose between food coupons, the current PDS and DCT. 

Our paper, on the one hand, contributes to the ongoing cash 
versus in-kind debate. On the other, it also explores the role of 
social heterogeneity in terms of class, caste, gender and political 
affi liation, while determining preferences for delivery mecha-
nisms. Our comparative analyses across Odisha, Bihar and 
eastern Uttar Pradesh (UP) capture very different demographic 
profi les. In preferences for delivery mechanisms, ostensibly a 
simple choice problem becomes complex because of inherent 
heterogeneity, implementation issues and experiences from 
other sectors and cases. The choice problem is made more 
intricate when mediated by unequal power relations and the 
role of institutions at each level. 

Research Questions

Based on fi rst principles of consumer choices in economics, 
there should be a strong preference for DCT. If entitlements are 
protected (from price fl uctuations) and there are no signifi cant 
direct or indirect costs in accessing cash, by widening the 
choice set, DCT should be preferred (Wydick 2018; Maboshe 
and Woolard 2018; Barham et al 2018). However, different 
considerations related to experiences bear on this choice. 
Importantly, social fragmentation and differentiation based 
on caste and gender play a pivotal role. 

Though the system of DCT for welfare programmes is still in 
its nascent stage in India, evidence from the rest of the world 
shows the potential for benefi ts from such schemes. One of 
the biggest and most successful DCT programmes is Brazil’s 
“Bolsa Familia” covering 11 million households to deliver edu-
cational subsidies. Subsequently, it included services like food 
and fuel to 2.6 million households. Zepeda (2006) shows that 
Bolsa Familia was responsible for 12% reduction in poverty. 
Similarly, the Mexican government started the principal anti-
poverty DCT—Opportunities, in 2002—that achieved some 
success in making an impact on education, health, and nutri-
tion outcomes of children (Rawlings and Rubio 2003; Kugler 
and Rojas 2018). For the poorest 5% of the population, in both 
Brazil and Mexico, transfers amount to 10% or more of their 
total income. Thus, bottom-sensitive measures of poverty reveal 
a greater impact than headcount ratio.

In November 2012, the Indian government announced that 
subsidy programmes such as scholarships for poor students, 
liquid petroleum gas (LPG) and kerosene subsidies, pensions 
and employment guarantee scheme payments would be con-
verted into DCT in a phased manner starting in January 2013 
(Barnwal 2016). Food subsidy through PDS is not yet a 
part of the proposed DCT. Aside from that, Gujarat started the 
country’s fi rst cashless system in PDS where eligible house-
holds under the NFSA need to carry only Aadhaar cards for 
getting their entitlements. The impacts of this system have 
not yet been assessed. 

Bihar, Andhra Pradesh (AP), Madhya Pradesh (MP) and Delhi 
are conducting pilots for moving to DCT. An earlier pre-pilot 
study in lieu of the targeted public distribution system (TPDS) 
in Bihar, suggests that more than 95% respondents prefer 
DCT (Muralidharan et al 2011). However, this study did not 
comprise a formal analysis of the factors determining the pref-
erences, something that this paper does. Khera (2011), through 
rural surveys in nine states, that is, AP, Bihar, Chhattisgarh, 
Himachal Pradesh, Jharkhand, Odisha, Rajasthan, Tamil Nadu, 
and UP looks at this question.2 Her fi nding is that households 
usually receive 84% to 88% of their entitlement where the PDS 
functions well, and in that situation tend to prefer PDS. The 
Self-Employed Women’s Association (SEWA), Delhi, looked at 
the preference for DCT over PDS among 150 households in 
three localities in Delhi in 2009 and found 60% households 
preferring DCT over PDS. 

While this study too has similar fi ndings, we however examine 
and demonstrate other nuanced factors that determine the dif-
ferentiated preferences, including for food coupons. The addi-
tional factors that we highlight are experiences with PDS and 
the roles of social differentiation and locational heterogeneity. 
This paper in effect addresses the following research questions: 
First, which households have preference for DCT equal to market 
value of grains and alternative such as food coupons over 
existing PDS? Second, how does this preference vary by 
gender, social identity (that is, caste) and education? Third, 
how does the experience with existing PDS bear on preference 
over delivery mechanisms? And fi nally, what are the factors 
that inhibit preference for DCT, food coupons or PDS?

Why are these issues important? The foremost reason is that 
delivery mechanisms bear on the choice sets of the house-
holds. If households have an option to go to the PDS or to the 
open market to buy grains with DCT or a food stamp, this ex-
pands their choice set. There are several logistical reasons be-
cause of which households might prefer a kirana shop (a small 
neighbourhood retail store) over a fair price shop (FPS) that 
includes distance to the FPS, frequency at which the FPS opens 
and the quality or variety of grains disbursed. 

Data and Methodology

Policies to ensure access to food for the poor form the genesis 
of safety nets such as the PDS (Kattumuri 2011). Notwithstand-
ing the changing preferences, the focus on calorie norms has 
continued in the recently enacted NFSA 2013. The coverage 
and entitlements under the NFSA have undergone change 
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compared to TPDS. The NFSA 2013 provides for coverage of up 
to 75% of the rural population and up to 50% of the urban 
population. Under the NFSA, the priority households are 
entitled to receive foodgrains (5 kilogram [kg] per person per 
month at ̀ 3, ̀ 2 and ̀ 1 per kg for rice, wheat and coarse grains 
respectively). The Antyodaya Anna Yojana (AAY) households 
continue to receive 35 kg grains per month (wheat at ̀ 2 per kg 
and rice at `3 per kg).

Note that the BPL list is based solely on economic status. 
With social disparity and errors in income and/or expenditure 
measurement, such a classifi cation might not be preferred by 
those excluded or those who are near the cut-off income. 
Also, incomes are highly variable, and it takes only a shock to 
move a household from the above poverty line (APL) to the 
BPL status. Indeed, the current PDS has several inclusion 
and exclusion errors (Jha et al 2013). All these institutional 
factors and changes bear on the preference over the different 
delivery mechanisms.

Surveys: Our surveys covered 1,600 households in Bihar, 
Odisha and eastern UP. These areas comprise different states 
of the functioning of the PDS. It is important that our surveys 
were conducted in February 2016, that is, after the legislation 
of the NFSA 2013. The PDS is the nodal unit for the implementa-
tion of the NFSA. Also, there have been claims about reviving 
the PDS in the surveyed states. It is thus opportune to study the 
PDS from the point of view of needs and preferences. 

Our surveys collected detailed data on household character-
istics, the consumption patterns and engagement with the 
PDS, both existing and prospective. Specifi cally, the surveys 
provided information on the purchases of rice and wheat, and 
issues of access to the PDS. The data is stratifi ed based on caste, 
gender, class and location. 

On the functioning of the existing PDS, the information 
includes how many months benefi ciaries get ration, as well as 
experiences encountered while accessing PDS. Specifi cally, the 
surveys collected information on preferences for DCT, food 
coupons and existing PDS. Qualitatively also, we examined the 
reasons for the preferences for alternative delivery mechanisms.

Data and analysis: The scant literature on needs assessment 
has been largely qualitative and descriptive. Studies have 
not used methods addressing the basic empirical problems of 
inadequate measurement of the determinants, such as, how to 
measure power relations and the issues related to potential 
bias in estimation. In our research, we try to assess the infl u-
ence of contextual factors in relation to valuation and utilisa-
tion of the PDS by location and by population groups. 

A combination of quantitative and qualitative methods 
maximises the contributions of each method by building on 
their relative strengths to provide a richer pool of data and 
greater analytic power than by using each method in isolation 
(Brewer and Hunter 1989; Creswell and Clark 2007; Roelen 
and Camfi eld 2015). 

Our qualitative study comprised three components of 
semi-structured interviews, focus group discussions and the 

non-observant participation method. We followed qualitative 
research to understand in depth what people think and how 
they feel about their needs and preferences in relation to the PDS 
delivery mechanism and how it can serve them better. 

What alternative “proactive” delivery mechanisms and 
innovations in the PDS can be integrated with existing delivery 
systems, which can potentially ensure improved food security, 
improve access and reduce vulnerability while meeting the 
quality standards in services? We employ approaches to explore 
how delivery systems can be reformed. Using data through 
random sampling and by using relevant econometric methods 
that control for location-specifi c unobserved factors (such as, 
village level unobserved heterogeneity), discrete and ordered 
responses, we try to address the potential biases because of 
confounding factors. We obtain results that are then validated 
through qualitative methods.

We also measure the preferences for delivery mechanism in 
terms of a rank ordering on a Likert scale. We examine the 
effects of contextual determinants of access to the PDS compris-
ing the role of social, economic, political, structural and policy-
driven factors. We take special care in getting the contextual 
variables by categories, namely, gender, caste, class and levels 
of economic and political power. In terms of heterogeneity, the 
analysis internalises the effects of location-specifi c observed 
and unobserved heterogeneity. 

Profile of Sample Households 

Family size has a direct relationship with food demand and 
therefore engagement with the PDS and its experience (Deaton 
and Paxson 1998). The average family size of the sample 
households in Odisha is four, while in both eastern UP and 
Bihar it is six. In tandem, the households in Bihar and eastern 
UP have a greater requirement for foodgrains. 

On the other hand, only 6% of the respondents in Odisha 
reported migration in the last one year, while 20% and 27% 
households in UP and Bihar, respectively, report male migra-
tion. Male migration leads to female headed households 
(FHH) who face different conditions when accessing the PDS 
( Quisumbing et al 1995; Chant 1997, 2001, 2003; Kabeer 2003). 
If the whole family migrates seasonally, our conjecture is that 
they at least for sometime lose legal access to PDS as the 
entitlement is linked to the location via the assigned FPS. 
Hence, migration is likely to bear on the choice of the delivery 
mechanisms associated with PDS.

Moreover, the lower strata of the society depend more on 
the PDS for food (Thorat and Lee 2006). In terms of social 
composition there are fi ve main social groups in our surveys: 
(i) Scheduled Castes (SCs), (ii) Scheduled Tribes (STs), (iii) Other 
Backward Classes (OBCs), (iv) Minorities, and (v) Upper/General 
Castes. In Bihar most respondents belong to OBC at 55%, 
followed by SC at 20%, while in Odisha, majority belongs to 
ST at 61%. In eastern UP, a majority of the respondents com-
prised OBCs at around 88%, followed by SCs at 8%. 

Additionally, in Odisha, nearly 68% of the households have 
their primary source of income from wage labour, while in UP only 
46% are wage labourers, and an almost equal proportion (48%) 
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are self-employed. This heterogeneity is important where land-
lessness or small landholdings result in greater stakes in the PDS 
as a supplier of food. Land, being an important source of economic 
and political power for the rural households, also has an effect on 
the dealings within the PDS (Nagavarapu and Sekhri 2016). 

In the sample, nearly 50% of the respondents never went to 
school, 12% have education till high school, and only 3% have 
education till the intermediate level. Education level of the 
respondents is likely to be one of the crucial factors, which 
could affect the preferences for the DCT, PDS and food coupons 
(Ghatak et al 2016). Further, 82% of the households have Aadhaar 
cards and more than 85% of the households have bank 
accounts. In Odisha and UP, more than 95% of the households 
have Aadhaar and bank accounts with the corresponding 
fi gure of 73% in Bihar. For the cash transfer scheme, bank 
account is a prerequisite. 

Preferences for Alternative Apparatus

With the PDS as base, we look at the summary of the responses 
across the three states (Figure 1). In Odisha, a signifi cant pro-
portion of the respondents (nearly 80%) preferred the PDS as 
their fi rst choice, followed by food coupons and DCT. This is 
understandable given that around 49% of the respondents felt 
that the PDS’s performance has improved overtime in meeting 
their needs. However, a slightly different pattern was observed 
in UP: 41% respondents prefer DCT as their fi rst choice.

This might not be surprising, considering that nearly 62% 
respondents reported that performance of the PDS in meeting 
their needs has not improved over the years. Yet, 35% of the 
respondents continued to prefer the PDS as their fi rst choice, 
followed by food coupons. The preferences of these house-
holds seem to be in line with what the proponents for preserv-
ing the basic PDS structure argue, in part, that the PDS insures 
households against increases in food prices in a way that DCT 
may not, and the expectation that DCT may encourage even 
greater corruption at the local level. 

In Bihar, with a historically badly governed PDS, though 
there is a clear preference for DCT with 53% stating this as 

their fi rst choice, followed by food coupons and PDS, 31% of 
the respondents continue to prefer the current system the 
most, as in the PDS. The revealed preference for cash in Bihar 
is stronger and because of a comparatively tribal and relatively 
poorer Banka district the fi gure comes down to 53%. Consider-
ing that Bihar has undergone several reforms in the PDS over 
the years, (75% of the respondents assert that over time PDS 
performance has improved in meeting their needs), there is also 
an indication that much still needs to be done if the current 
in-kind transfer system, as in the PDS, was to continue. 

Preference for PDS: Figure 2 shows the ranking of the PDS in 
terms of experience in shopping at the PDS. Less than 5% of the 
households in all states rated the experience with the PDS 
as “very good.” Approximately 49% of the households from 
Odisha rated it as “good” and around 42% rated it as “average,” 
while 37% households from Bihar rated it as “good” and 36% as 
“average.” Very strikingly, around 50% of the households in 
eastern UP rate shopping at PDS as “very poor.” 

Preference for DCT: On the question of choice between 
the current in-kind transfer system of PDS and the DCT, the 
responses from these three states are quite diverse. There seems 
to be considerable variation across these states (Figure 3).

In remote tribal areas of Odisha, a sizeable proportion of 
respondents (nearly 94%) do not prefer DCT in lieu of PDS, and 
around 92% feel that cash transfer is not the right way to 
go even in future. In UP, the responses are divided, with 51% 
preferring DCT while almost 48% do not seem to be in favour 
of it. Given the prospective nature of the delivery mechanism 
in terms of DCT, it is remarkable that the majority (51%) in east-
ern UP preferred DCT over in-kind transfer. In Bihar as well, 
nearly 54% are in favour of DCT and almost 50% think that 
cash is the right way to go. 

Source: IFPRI-TCI (TARINA) Survey Data, 2016.

Figure 2: Ranking PDS in Terms of Experience in Shopping at PDS
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Source: IFPRI-TCI (TARINA) Survey Data, 2016.
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Approximately, 30% of the households in the sample are 
female-headed. Generally, females go to the FPS to get the ration. 
It is important to see their preference for DCT as they interface 
with the existing PDS system most closely. Approximately 
equal proportion, that is, 54% male-headed, and female-headed 
families prefer cash in Bihar, while around 53% female-head-
ed families in eastern UP prefer DCT (Figure 4). 

Lack of awareness and understanding of DCT is an impor-
tant factor determining the preferences over delivery mecha-
nisms. Indeed, as education level rises, the preference for DCT 
also increases in tandem (Figure 5). Especially striking is the 
near 100% preference for DCT among postgraduate respond-
ents in Bihar. The relationship, however, is not clear in the 
eastern UP sample. The sample sizes in our data for high 
school and beyond is quite small in eastern UP. 

In both Bihar and eastern UP, we explore the possible rea-
sons (subjectively assessed) for advocating a move towards 
DCT. We recorded the responses on a Likert scale with rank 1 
being the highest and rank 5 the lowest in the order. The 
summary fi gures for reasons for preferring DCT are presented 
in Table 1.

Essentially, the arguments in favour of DCT are on the lines 
of widening the choice sets. A DCT should make consumers 
at least as well-off as in-kind transfer, if the earlier available 
bundle continues to be affordable. This could change if this 
is not the case or other factors such as convenience and the 
lack of understanding in handling cash come into play. Also, 
based on qualitative survey, some preference for cash followed 
from the possible minimisation of the interface with the PDS 
dealer. In both Odisha and UP, most of the respondents think 
this as one of the primary reasons for preferring cash.

On the other hand, reasons for not preferring DCT comprise 
the tribulations refl ected in the following: “money unlikely 
to come in time,” “purchasing power will not be preserved 
as price change will not be properly accounted for,” and 
that “cash transfer can be misused” (Table 2). For most 
women in Bihar, one of the primary reasons for not preferring 
DCT is the following: “Bank would create problems in 
disbursing including their commission,” and followed by a 
signifi cant percentage who think that “money is unlikely to 
come on time.”

Interestingly, in Odisha a majority of both women and men 
think that “cash transfer can be misused” and cite it as a pri-
mary reason for not preferring cash and a signifi cant percent-
age of women also feel that “dealing with banks is complex 
with too many formalities.” In Odisha, women themselves felt 
that they would be the ones who would “misuse” cash by buy-
ing local toddy and tobacco. In Odisha, a majority of men 
doubted DCT assuming that “money is unlikely to come in time.” 
In UP, both women and men thought of this as their primary 
reason for not preferring cash. Here, the reason cited by wom-
en was that “cash transfer can be misused,” while men cited it as 
“purchasing power will not be preserved.” 

Preference for food coupons: Another change possible in 
delivery is employing a food coupon system. Food coupons 
were introduced in Bihar, but not with universal validity. We 
investigate the preference not for the Bihar-type food coupon 
(the system has been discontinued now), but a coupon system 
akin to a food stamp programme that can be used across FPS 
and non-PDS outlets. In that sense, it is like DCT in the domain 
of food access.

While there is mixed preference for DCT, there is a clear-cut 
preference for food coupons in all states. In Odisha, around 83% 

Table 1: Reasons for Preferring DCT
  Rank 1 Rank 2 Rank 3 Rank 4 Rank 5

Share of households citing the reason of preference as:
 DCT is easier 71.53 12.68 11.24 4.07 0.48

 Money can be used the way as is wanted 24.2 45.65 23.78 5.52 0.85

 Buy better quality food since PDS quality 
 is not good 21.92 39.42 33.85 3.85 0.96

 With money transferred automatically, 
 do not have to deal with officials 7.34 24.31 27.52 37.61 3.21

 Money transferred in banks helps in 
 planning what to spend, what to save 5.34 17.48 35.44 28.16 13.59

 DCT provides better proof of entitlements 
 being provided 35.71 16.84 8.67 27.04 11.73
Source: IFPRI-TCI (TARINA) Survey Data, 2016.

Table 2: Perceived Problems in DCT for Food
  Rank 1 Rank 2 Rank 3 Rank 4 Rank 5 Rank 6 Rank 7

Share of households citing the reason of problems as:
 Money unlikely to come in time 48.75 28.19 14.49 5.67 2.64 0.26  

 Bank would create problems in 
 disbursing including their cut 37.72 39.79 14.19 5.02 2.94 0.17 0.17

 Purchasing power will not be 
 preserved  37.24 27.29 27.56 6.55 1.36    

 DCT can be misused 41.02 27.43 18.93 10.32 1.82 0.36 0.12

 Getting money is unsafe 12.04 28.01 30.89 14.92 13.09 1.05  

 Dealing with banks complex 
 with many formalities 12.39 31.33 26.23 14.94 6.92 7.1 1.09

 DCT system is unknown and 
 entails lot of uncertainty 17.06 21.76 20.88 12.35 9.12 6.76 12.06
Source: IFPRI-TCI (TARINA) Survey Data, 2016.

Figure 4: Preference for DCT by Gender of Household Head
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households prefer food coupons, while in Bihar it is 77% 
(Figure 6). In eastern UP, the preference for food coupons is 
comparatively small. Qualitative analysis shows that in Bihar, 
the preference is not for the type of coupons that was intro-
duced in the PDS but for food stamps. Food coupons of this 
nature give choice to buy grains from the market. However, there 
was apprehension that the stores in the open market might 
not acknowledge these coupons. With cash, some thought that 
it might tempt them to use it for repaying their loans, hence 
food coupons would be preferred. In Odisha, there was appre-
hension that like the PDS, the open market shops might not 
give them the right quantity and quality, and timely supply 
after knowing that food coupon is the medium of payment. 

Insights from Qualitative Analysis

A qualitative analysis across the four villages in Odisha shows 
that most households did not prefer DCT in lieu of PDS. This is 
partly attributable to the lack of awareness among benefi ciaries 
regarding how banks operate, and there is a prevalent fear of 
the unknown. Importantly, in all locations, the bank was situated 
quite far away. Additionally, there had been prior experiences 
that could feed into this fear. In 1989, the Indian government 
launched the programme “Shelter to all” under the Pradhan 
Mantri Gramin Awaas Yojana as a DCT. In some villages in 
Odisha, benefi ciaries never received money that was promised 
for building houses (Pradhan and Rao 2018). 

Further, the fear is there that money might not be disbursed 
on time, and like old-age pension, it might also get delayed 
from when it is due, that is, every month. Additionally, there 
was apprehension about paying some amount of commission 
to the bank offi cials. The respondents wary of DCT also thought 
that money might be misused, not just by men in buying local 
alcohol but also by women themselves who were addicted to 
local tobacco (Pradhan and Rao 2018). 

For PDS ration, benefi ciaries must go once in a month to the 
PDS shop for collection, but with DCT, two trips are needed, 
once to the bank to withdraw the money, and then to the 
market to buy the ration. Since banks are far away (on average 
9 to 18 kilometres away), it entails spending money on trans-
portation. There is both the opportunity cost in terms of 
foregone income, and the energy and time involved in the 
process. Further, the fear was that if DCT is not price indexed, 
bene fi ciaries would end up paying from their own pockets. 
Moreover, the general refrain was that being illiterate and 
being unfamiliar with how to withdraw money, the PDS 
seemed an easier option, in terms of accessibility.

In UP, for those who did not prefer DCT, the reasons were 
almost like those in the tribal belt of Odisha (namely, unfamili-
arity with how banks operate). In Bihar, on the other hand, 
even among social groups and gender there was a clear prefer-
ence for DCT, and the most signifi cant demand for it was from 
women themselves. Next in preference were food coupons. Yet, 
women were also careful in mentioning that the cash should 
be transferred in the name of women, otherwise men could 
spend on other non-food items. Most respondents, however, 
asserted that they do not care much about the mode of dis-
bursement, if it can limit their interface with the dealer. 

Moreover, the notion that domestic violence would increase 
if there was cash infl ow, was rejected. Importantly, minority 
women (Muslims) seemed more vocal in favour of DCT. Since 
for many, their husbands worked in Gulf countries as migrant 
workers, they were equipped to manage their homes alone, 
and could draw money from the bank. Muslim women, especially 
the younger ones, who feel a bit inhibited to go to the FPS, felt 
that DCT is a comparatively good option. 

Though most women showed a clear preference for cash as a 
delivery mechanism, there were some caveats that included 
concerns around indexation of cash transfer to prices, such as, 
whether it will be disbursed monthly or in one go, whether 
they will have to pay to open an account, etc. Additionally, 
though majority preferred an alternative to the PDS, some did 
want to give the PDS a chance to improve, and if it still did not 
get its act together, they would prefer cash. 

Econometric Analysis

We have looked at both quantitative and qualitative analyses to 
understand the preferences. Here, we use regression analysis to 
further understand the preferences over alternative delivery 
mechanisms, namely DCT, food coupons and the existing PDS. 
Here, the dependent variables being dichotomous, ordinary least 
squares becomes an ineffi cient estimation technique. We use 
the binary choice PROBIT model for the analysis. We run re-
gression as three separate equations using the PROBIT model.

Table 3 (p 43) presents the marginal effects. The results 
strongly suggest positive correlation of preference for DCT and 
food coupons with several attributes. In the survey, just 40% 
(overall) households are getting the full entitlement, with 18% 
from UP and 35% from Bihar. In the regression results, FHH 
strongly prefer DCT because of the expansion of the opportu-
nity sets. The regression results also suggest that education 
level plays a crucial role regarding the preference for DCT. 
Further, the results suggest that there is no social group 
specifi city for the preference of DCT and food coupons and 
there is also no signifi cant association with homophily, that is, 
belonging to same caste group as the dealer.

Further, as landholding size increases, the preference for 
DCT also increases but for the food coupon preferences, it is the 
reverse. Hence, large farmers prefer DCT, while small farmers tend 
to prefer food coupons. The results also suggest that among 
households which have experienced discrimination based on 
caste, there is preference for DCT. Note that, besides other factors, 
in Bihar, the quality/variety of rice came up as a major issue in 

Figure 6: Preferences for Food Coupon
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favour of DCT during our qualitative research. Apart from 
socio-economic characteristics, we also capture the experience 
with the existing PDS by capturing “wedge,” which is defi ned 
as the difference between entitlement and what households 
actually get from the PDS. The AAY households, for instance, 
are entitled to 35 kg of foodgrains, but they often get less than 
the allotted amount. The difference between entitlement and 
actual amount obtained from the PDS, is the wedge. 

Our hypothesis is that as the wedge increases, the prefer-
ences for the food coupon and DCT should increase. We include 
several other measures of experience with existing PDS. These 
comprise the number of months of rations obtained, experience 
of caste- and gender-based discrimination, use of electronic 
balance at FPS, etc. We also control for level of awareness 
about quantities and price mandated by law that helps house-
holds anchor their experience in the PDS.

Conclusions 

As part of the needs and preferences related to the PDS, we put 
signifi cant weight on delivery mechanisms because they are 
critical in solving the last mile problems and are often the 
main source of differentiation in accessing the PDS. We posi-
tioned the issue of delivery mechanisms related to the PDS in 
the context of the wider global as well as in-country debate on 
cash versus in-kind transfers. In line with the priority assigned 
to heterogeneity as being the driver of preferences, we fi nd 
that the three states show very signifi cant differences in pref-
erences over delivery mechanisms, even more pronounced 
based on gender, caste and class distinctions.

The Government of India has barely started implementing 
the DCT, it is being tried only on a pilot basis. Based on the 
fi ndings, there is a possibility that other important welfare 
programmes will also be brought in the ambit of DCT. Towards 
this, the preference assessment with the investigation of 
reasons for support and apprehensions regarding DCT or 
food coupons provide valuable information from the pro-
gramme design perspective. We emphasise that a compara-
tive perspective and a granular approach are required in 
understanding the optimality of the specifi c delivery mecha-
nisms, including the need for physical infrastructure as well 
as administrative capital. 

We also delineate the importance of political economy 
where often the arguments in favour of or against a delivery 
mechanism is driven by ideology rather than facts and sound 
empirical assessment. As the government plans to move the 
food subsidy system to replace the PDS, the location-specifi c 
differences can be crucial. Also, we fi nd a preference for food 
coupons akin to the food stamp programmes, over both the 
PDS as well as DCT. This is particularly important as in India a 
true food stamp programme has not been tried yet. The closest 
the system has come to has been in Bihar with food coupons, 
but those were redeemable only at PDS shops. 

In conclusion, in terms of the preferences, there is no 
evidence that the benefi ciaries of the PDS always prefer one 
type of modality. Instead, benefi ciaries’ preferences depend 
on context. In assessing preferences over delivery mecha-
nisms, several of the fears such as benefi ciaries selling their 
food transfers or cash transfers being used for undesirable 
purposes (alcohol or betting) across the three study states do 
not seem to hold. The preferences for the form of benefi ts 
transfer interact with several household and community 
characteristics, including programme design and implemen-
tation, households’ socio-economic characteristics, and the 
access to markets. 

Table 3: Determinants of Preference for Delivery Mechanisms
Dependent/Independent Variables Preference Preference for Preference for  
 for DCT Food Coupons Existing PDS

Wedge 0.021** 0.027*** -0.011
 0.008 0.008 0.008

Household size 0 -0.027 -0.051***
 0.023 0.024 0.019

Female-headed household 0.382** -0.016 -0.137
 0.155 0.215 0.222

Scheduled Caste -0.021 -0.074 -0.161
 0.199 0.231 0.184

Scheduled Tribe  0.342 -0.351 -0.259
 0.264 0.271 0.371

General 0.094 0.24 -0.609**
 0.134 0.282 0.238

Minority -0.111 -0.388 1.798***
 0.485 0.415 0.199

Primary education 0.222* 0.07 -0.036
 0.113 0.149 0.157

Secondary education 0.344*** 0.025 -0.209
 0.111 0.15 0.136

Tertiary education 0.504* 0.007 -0.292
 0.263 0.236 0.294

Migration -0.309* -0.244 0.218
 0.183 0.235 0.258

FPS availability in village 0.789*** -0.084 -0.011
 0.148 0.509 0.46

Aadhaar card holder 0.075 0.117 -0.164
 0.179 0.221 0.14

Bank account holder 0.047 0.086 -0.047
 0.18 0.214 0.168

BPL status -0.18 0.112 -0.005
 0.198 0.192 0.23

Months of getting rice from PDS -0.033 0.185*** -0.034
 0.05 0.047 0.043

Months of getting wheat from PDS 0.002 -0.033 -0.008
 0.052 0.039 0.046

Know quantity  0.311** 0.038 0.166
 0.124 0.202 0.143

Know price -0.061 0.213 -0.355***
 0.117 0.2 0.137

Use electronic weighing scale -0.031 -0.236 0.196
 0.144 0.148 0.157

Caste-based discrimination 0.397** 0.183 -0.572***
 0.161 0.231 0.167

Gender-based discrimination -0.123 0.818*** 0.439*
 0.185 0.27 0.238

Landholding size in acre 0.042** -0.037** -0.014
 0.018 0.015 0.023

Homophily-social group 0.075 -0.068 0.181
 0.113 0.134 0.127

Village fixed effect  Yes Yes Yes

Constant -0.082 4.595*** 0.283
 0.553 0.538 0.67

Number of observations 984 974 902
Standard errors are clustered at village level. 
* p<.10, ** p<.05, *** p<.01.
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Notes

1   Planning Commission (GoI) survey of 2004 states 
that 58% of the subsidised foodgrains do not 
reach the BPL families, with 36% on the black 
market, and the rest reaching the non-poor.

2   In Bihar and Uttar Pradesh, 54% and 34% house-
holds prefer DCT while just 2.1% in Chhattisgarh. 
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