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WHITE-COLLAR CRIME IN INDIA’S PUBLIC 

DISTRIBUTION SYSTEM: A CRITICAL ANALYSIS 
 

AUTHORED BY - AARADHYA SINGH 

 

 

Abstract 

White-collar crimes, particularly within welfare-oriented schemes, pose a serious threat to the 

socio-economic fabric of India. Among these, the Public Distribution System (PDS) has 

frequently been exploited by powerful actors within the state, leading to systemic corruption 

that compromises food security for millions of underprivileged citizens. This article analyzes 

how white-collar crimes infiltrate the PDS, highlighting structural vulnerabilities, legal and 

enforcement gaps, and key case studies. Through doctrinal analysis and comparative 

frameworks, it concludes with robust recommendations for systemic reforms, institutional 

transparency, and legal accountability. 

 

The study identifies key factors contributing to the rise of corruption in the Public Distribution 

System, such as weak monitoring systems, political patronage, and the complex bureaucratic 

structure. It further explores the socio-economic consequences of these crimes, highlighting 

how they exacerbate food insecurity, deepen poverty, and increase inequality. Additionally, the 

dissertation assesses various reforms and strategies—ranging from technological interventions 

(e.g., biometric systems, GPS tracking, and digital ration cards) to legal and institutional 

reforms—aimed at reducing corruption and improving the efficiency of the Public Distribution 

System. 

 

Keywords: Subsidized food grains, Ration card fraud, Ghost beneficiaries, Socio-economic 

inequalities, Bureaucratic inefficiency, Transparency and accountability 

 

Introduction 

India’s welfare architecture includes the Public Distribution System (PDS), designed as a 

cornerstone of food security. However, persistent corruption has turned this lifeline into a 

network riddled with inefficiencies and fraud. The term 'white-collar crime', introduced by 

Edwin Sutherland, denotes non-violent, financially motivated crimes committed by those in 
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positions of trust. In the context of the PDS, such crimes reflect not just financial loss but 

betrayal of public trust and violation of fundamental rights. 

 

The scale of white-collar crime in the PDS reflects deep-rooted systemic flaws, often 

manifesting as ghost ration cards, grain diversion, and collusive fraud between officials and 

contractors. This article seeks to unpack the layers of such criminality and propose a blueprint 

for reform. 

 

In a country like India, where poverty and hunger remain persistent realities for millions, 

government welfare schemes like the Public Distribution System (PDS) are indispensable. 

However, when the very mechanisms meant to uplift the vulnerable are manipulated by 

individuals in positions of power, it gives rise to a specific category of crime — white-collar 

crime. Coined by Edwin Sutherland, white-collar crimes refer to non-violent, financially 

motivated offences typically committed by people of high social status during the course of 

their occupation. In the context of India’s welfare programs, such crimes are more than just 

financial offences; they are breaches of public trust and direct attacks on the rights of the most 

disadvantaged. 

 

The PDS, in theory, is a lifeline for the economically weaker sections of society. It operates 

through a vast network of fair price shops distributing subsidized food grains and essential 

commodities. But in practice, the system is riddled with irregularities — ranging from ghost 

beneficiaries and duplicate ration cards to large-scale diversion of food grains to the black 

market. These violations are often orchestrated or facilitated by officials and agents entrusted 

with the system’s operation, thereby squarely falling within the domain of white-collar 

criminality1. 

 

This article critically examines the prevalence and impact of white-collar crime in the PDS. It 

analyzes how legal loopholes, bureaucratic inefficiencies, and lack of accountability foster an 

environment where corruption can thrive unchecked. It further draws attention to judicial 

responses, enforcement mechanisms, and the need for systemic reforms. Through comparative 

analysis with global welfare distribution models, this article ultimately aims to provide a 

                                                             
1 1 White collar crimes survey, available at: White Collar Crime Survey 2019, A Handbook by INBA (last visited 

on Jan 1, 2025) 
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framework for combating corruption and strengthening public trust in welfare governance2. 

 

Understanding White-Collar Crime 

White-collar crime refers to unlawful activities committed by individuals in respectable 

positions, primarily for financial gain. These crimes lack overt violence but are equally, if not 

more, harmful to society, especially when public welfare is compromised. 

 

In India, such crimes range from tax evasion and corporate fraud to embezzlement of welfare 

resources. In the context of PDS, the repercussions are immediate—hunger, malnutrition, and 

erosion of faith in the rule of law. Their covert nature allows perpetrators to evade detection 

for years, making timely enforcement a challenge. 

 

The concept of white-collar crime emerged from the sociological research of Edwin 

Sutherland, who defined it as a “crime committed by a person of respectability and high social 

status in the course of his occupation.” Unlike street crimes, which are often violent and visible, 

white-collar crimes are marked by deception, abuse of trust, and concealment. These offences 

are typically committed within corporate, bureaucratic, or governmental environments, where 

individuals exploit systemic loopholes for personal gain3. 

 

In the Indian context, white-collar crimes manifest in various forms — tax evasion, financial 

frauds, corporate scams, and, notably, corruption in public welfare schemes. The defining traits 

of these crimes include: 

 Absence of physical violence, 

 Complexity in detection and investigation, 

 Involvement of educated, influential individuals, 

 A significant degree of breach of trust, and 

 Far-reaching consequences on public welfare and national economy. 

When examined within the framework of the Public Distribution System, white-collar crimes 

do not merely affect the exchequer — they directly hinder food security for millions of 

beneficiaries. The abstract nature of such crimes often results in delayed detection, weak 

                                                             
2 Emerging trends: A survey on white collar crimes in India, available at: Emerging Trends: A Survey on White-

Collar Crime in India (last visited on Jan 1, 2025) 
3 D.Lavanya Kumari, “Public Distribution System in India: An Overview” 5 Indian Journal of Applied Research 

19 (2015) 
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enforcement, and poor conviction rates, making them one of the most insidious forms of 

criminality in the modern legal system4. 

 

Understanding White-Collar Crime 

White-collar crime refers to unlawful activities committed by individuals in respectable 

positions, primarily for financial gain. These crimes lack overt violence but are equally, if not 

more, harmful to society, especially when public welfare is compromised. 

 

In India, such crimes range from tax evasion and corporate fraud to embezzlement of welfare 

resources. In the context of PDS, the repercussions are immediate—hunger, malnutrition, and 

erosion of faith in the rule of law. Their covert nature allows perpetrators to evade detection 

for years, making timely enforcement a challenge. 

 

India’s Public Distribution System: Structure and Challenges 

The Public Distribution System (PDS) is one of the largest food security networks in the world, 

aiming to provide essential commodities like rice, wheat, sugar, and kerosene to India’s low-

income population at subsidized rates. It operates through a network of Fair Price Shops (FPS) 

managed by state governments and supplied by the Food Corporation of India (FCI). 

 

Despite its importance, the PDS faces several structural and operational challenges. A major 

issue is the presence of outdated and error-prone beneficiary databases, leading to inclusion 

and exclusion errors. Millions of fake or duplicate ration cards have been found in government 

audits. Moreover, irregular inspections, non-digitized supply chains, and lack of transparency 

further weaken the delivery system. 

 

Another critical flaw is the excessive bureaucratic layers and absence of grievance redressal 

mechanisms. Beneficiaries, often from marginalized communities, lack awareness and access 

to mechanisms to report fraud or shortages. These systemic vulnerabilities create fertile ground 

for white-collar crimes to thrive5. 

 

The Public Distribution System (PDS) is one of the world’s largest food security programs. It 

                                                             
4 Neetu Abey George, “The Public Distribution System and Food Security in India” 17 International Journal of 

Environmental Research and Public Health 7 (2019) 
5 Bhatnagar S, “Public Distribution System in India”, 48 Economic and Political Weekly 45(2013) 
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is designed to distribute essential commodities like rice, wheat, sugar, and kerosene to 

economically weaker sections at subsidized prices. Operated under the joint responsibility of 

the central and state governments, the system comprises: 

 Procurement by the Food Corporation of India (FCI), 

 Storage in central/state warehouses, 

 Transportation to Fair Price Shops (FPS), and 

 Distribution to eligible households based on ration cards. 

Despite its noble objectives, the PDS suffers from multiple inefficiencies: 

 Leakages and Diversion: A significant proportion of food grains are diverted to the 

open market instead of reaching the intended beneficiaries. 

 Identification Errors: Inclusion of ineligible beneficiaries and exclusion of genuine 

poor families distort the targeting mechanism. 

 Ghost Ration Cards: Fictitious entries allow dishonest officials and dealers to siphon 

off large amounts of subsidized goods. 

 Poor Grievance Redressal: Complaints from citizens are often ignored or delayed due 

to bureaucratic red tape6. 

 Lack of Transparency: Digitization and monitoring mechanisms are either inadequate 

or poorly implemented in several states. 

Several reports by the Comptroller and Auditor General (CAG), National Sample Survey 

Office (NSSO), and NITI Aayog have consistently pointed out these systemic failures. These 

challenges create an ideal setting for white-collar crimes to flourish, with minimal 

accountability or consequence for the perpetrators. 

 

Methods and Impact of White-Collar Crime in PDS 

White-collar crimes in the PDS occur in multiple forms—hoarding, diversion of food grains to 

open markets, creation of ghost beneficiaries, collusion between FPS dealers and officials, and 

misreporting of stock levels. These crimes are typically committed by individuals in 

administrative or political positions who have access to procurement, storage, or distribution 

systems. 

 

One of the most rampant practices is the diversion of high-quality subsidized grains meant for 

                                                             
6 Srivastava A, “Corruption in India’s Public Distribution System: A critical analysis”, 7 Journal of Indian Law 

and Society 45 (2016) 

http://www.whiteblacklegal.co.in/


www.whiteblacklegal.co.in 

Volume 3 Issue 1 | May 2025       ISSN: 2581-8503 

  

Below Poverty Line (BPL) families to private players, who then sell them at market prices. 

This creates artificial scarcity, inflates prices, and deprives actual beneficiaries of their 

entitlements. 

 

The impact of such criminality is devastating. Besides financial loss to the exchequer, it 

exacerbates hunger and poverty, undermines public trust, and corrodes institutional integrity. 

Children and women, particularly in rural and tribal belts, are the worst sufferers of such 

systemic theft7. 

 

The PDS, by virtue of its massive scale and bureaucratic complexity, has become fertile ground 

for various white-collar crimes. These offences are not committed in isolation but involve 

collusion between government officials, ration shop dealers, transport contractors, and 

sometimes even political figures. The methods employed are sophisticated, difficult to detect, 

and cause widespread harm to both the system and the beneficiaries. 

 

Common Methods of White-Collar Crime in the PDS 

 Diversion of Food Grains: Subsidized grains are systematically diverted to the black 

market, often in connivance with transporters and depot managers. 

 Ghost Beneficiaries: Fake or duplicate ration cards are created to claim grains that are 

never actually distributed. 

 Short-Weighing: Ration dealers manipulate weighing scales to reduce the quantity 

given to each beneficiary. 

 False Reporting: Officials submit fraudulent data to show 100% distribution, while in 

reality, grains are hoarded or misused. 

 Falsification of Records: Manual and digital records are tampered with to hide 

discrepancies in procurement and distribution. 

 Supply Chain Corruption: Irregularities occur in procurement, warehousing, and 

delivery stages through bribery, under-invoicing, and deliberate misreporting8. 

 

                                                             
7 Public Distribution System Functioning, available at, https://www.civilserviceindia.com/subject/General-

Studies/notes/public-distribution-system-functioning-limitations-revamping.html (last visited on Mar 12 2025) 
8 Fair Price Shops, available at, Public Distribution System (PDS) – objectives, functioning, limitations, 

revamping - ClearIAS (last visited on Mar 12 2025) 
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Impact on Society 

The consequences of white-collar crime in the PDS extend far beyond financial losses: 

 Food Insecurity: The most vulnerable sections — daily wage laborers, rural poor, 

women-headed households — are deprived of essential nutrition. 

 Public Distrust: Repeated scandals erode faith in public welfare schemes and the 

government’s commitment to social justice. 

 Economic Drain: Billions of rupees allocated for food subsidies are wasted due to 

fraud, thereby increasing fiscal burden. 

 Social Inequality: Corruption in the system disproportionately affects marginalized 

communities, widening the socio-economic gap. 

 

Legal and Enforcement Gaps 

While laws such as the Essential Commodities Act, 19559, and the Prevention of Corruption 

Act, 1988, provide a legal framework to address misconduct, their implementation is often 

inconsistent and poorly monitored. Many PDS-related offences go unreported or are 

inadequately prosecuted due to collusion or procedural hurdles. 

 

Investigating authorities frequently lack resources and jurisdictional clarity. There is no 

specialized enforcement body to handle welfare distribution crimes. Furthermore, delays in 

forensic audits and lack of cooperation between state agencies make effective prosecution 

difficult. 

 

Judicial delays also contribute to impunity. Even when charges are framed, trials stretch for 

years due to lack of evidence, poor witness protection, or political interference, allowing 

culprits to escape justice or re-offend with impunity. 

 

Existing Legal Framework 

 Essential Commodities Act, 1955: Provides for regulation and control of production, 

supply, and distribution of essential goods. However, enforcement is inconsistent across 

states. 

 Prevention of Corruption Act, 1988: Targets public servants involved in corruption, 

but investigation and conviction rates remain low. 

                                                             
9 The Essential Commodities Act, 1955 (ACT NO. 10 OF 1955) 
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 National Food Security Act, 2013: Gives legal entitlement to subsidized food grains, 

yet lacks strong grievance redressal systems and monitoring mechanisms. 

 Indian Penal Code (IPC), 1860: Provisions related to cheating (Section 420), criminal 

breach of trust (Section 409), and forgery (Sections 463–471) are applicable but rarely 

invoked in full scale against systemic corruption. 

 

Enforcement Challenges 

 Low Conviction Rates: White-collar crimes are difficult to prove due to absence of 

direct evidence, procedural delays, and political interference. 

 Bureaucratic Shielding: Officers accused of malpractice often escape liability through 

transfers or internal protection mechanisms. 

 Inadequate Investigations: Investigating agencies lack technical expertise and 

manpower to deal with sophisticated fraud. 

 Lack of Transparency and Technology Use: While some states have digitized PDS 

operations, others lag far behind, resulting in uneven enforcement. 

 

Case Studies and Judicial Responses 

White-collar crimes in the PDS have repeatedly attracted media attention and judicial scrutiny, 

though legal redress remains sporadic and slow. The following notable instances highlight the 

scale and depth of corruption: 

1. Uttar Pradesh PDS Scam 

One of the most significant PDS frauds occurred in Uttar Pradesh, where food grains 

worth over ₹35,000 crores were siphoned off over several years. Investigations revealed 

the involvement of ministers, senior bureaucrats, and contractors in the fraudulent 

diversion of food grains meant for distribution to Below Poverty Line (BPL) families. 

Despite the magnitude, only a few convictions have occurred, and many accused 

continue to face delayed or stalled trials. 

2. Assam Rice Scam (2020) 

In Assam, government officials were found diverting large quantities of rice meant for 

flood-affected and poor families. The case brought to light how relief grains were 

repackaged and sold in the open market. Although arrests were made, the systemic 

collusion exposed serious gaps in monitoring mechanisms. 
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3. West Bengal Digital PDS Fraud 

Despite digital reforms, West Bengal saw a case where dealers used biometric 

manipulation and forged Aadhaar linkages to claim additional rations. The fraud was 

uncovered through a surprise audit, suggesting that even modernized systems require 

robust verification and auditing frameworks. 

 

Judicial Response 

Indian courts have taken note of PDS-related corruption, especially in PILs and public interest 

litigations. For instance: 

 In People’s Union for Civil Liberties v. Union of India (2001), the Supreme Court 

recognized the right to food as a part of the right to life under Article 21 of the 

Constitution and directed states to improve PDS operations10. 

 In Swaraj Abhiyan v. Union of India (2016), the Court expressed serious concern over 

poor implementation of food schemes and directed states to frame guidelines for better 

accountability. 

However, these judicial pronouncements have had limited impact on ground-level 

enforcement. Courts have advocated reforms, but executive inertia and bureaucratic resistance 

continue to impede systemic change. 

 

Comparative International Practices 

Learning from international models can help India reform its PDS and counter white-collar 

crimes more effectively. 

1. Brazil: Bolsa Familia Program 

Brazil’s conditional cash transfer program replaced traditional food distribution, 

reducing leakage and improving targeting. The use of biometric systems, centralized 

data, and community audits helped maintain integrity11. 

2. South Korea: Transparency Portals 

South Korea ensures government accountability through online portals that allow 

citizens to monitor real-time distribution of subsidies and welfare benefits, increasing 

transparency and reducing bureaucratic manipulation. 

                                                             
10 AIR 2003 SC 2363 
11 The Public Impact, available at Bolsa Família in Brazil - Centre for Public Impact (last visited on Apr 2,2025) 
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3. United States: SNAP (Supplemental Nutrition Assistance Program) 

The U.S. uses Electronic Benefit Transfer (EBT) cards, which function like debit cards, 

to ensure food assistance reaches the correct beneficiaries. The system is integrated 

with fraud detection algorithms and data sharing between departments12. 

4. Rwanda: Community-Based Monitoring 

In Rwanda, local communities actively participate in the monitoring of food aid 

distribution. Grievance mechanisms are localized, and feedback loops ensure quick 

redressal and systemic correction. 

Lessons for India 

 Digitization with audit trails: Technology must be accompanied by transparency and 

auditability. 

 Community involvement: Decentralized monitoring can prevent fraud and improve 

trust. 

 Data centralization and real-time tracking: Integrated systems reduce manipulation 

and duplication. 

 Strict enforcement and penalties: Swift action against offender’s acts as a deterrent. 

India can learn from these models by integrating real-time tracking systems, independent anti-

fraud task forces, and digital grievance platforms. Countries with low corruption indices 

emphasize citizen oversight, audit transparency, and technology-driven solutions13. 

 

Conclusion 

White-collar crime in India’s Public Distribution System is not just a matter of economic loss—

it is a direct attack on social justice and human dignity. The existing legal and institutional 

frameworks, although theoretically adequate, fail in practice due to corruption, lack of 

enforcement, and political complicity14. 

 

To address these challenges, India must adopt a multi-pronged strategy that includes legal 

reform, administrative restructuring, use of digital technology, and community engagement. 

Establishing independent regulatory bodies, digitizing the food supply chain, and 

institutionalizing social audits are essential. 

 

                                                             
12 SNAP, available at Food Assistance Programs | Home (last visited on Apr 2 2025) 
13 Challenges faced by PDS, available at, Public Distribution System (last visited on Mar 15 2025) 
14 Enforcement Mechanism, available at NFSA (last visited on Apr 4, 2025) 
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Only a robust and transparent enforcement ecosystem, backed by strong political will, can 

restore credibility and ensure the PDS fulfills its mandate of food security for all. The fight 

against white-collar crime must be prioritized not just as a legal challenge, but as a moral and 

developmental imperative. 
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