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Food, Fuel and Forex: The Case for Strategic
Buffers

< The Indian Express 21 July 2026

® Every fact web-verified against primary sources

THE LIFT LINE

A reserve looks like a cost in calm weather and like salvation in a storm. The prudent state pays the premium

before the storm arrives.

WHY THIS EDITORIAL MATTERS FOR YOUR EXAM

Economic security has become inseparable from national security. Supply-chain disruptions, energy choke
points and sudden capital outflows can hurt a nation as fast as any military threat. The syllabus treats food
security, energy security and external-sector stability as distinct topics, but examiners increasingly reward
candidates who see them as one connected question of resilience against shocks. Strategic buffers are the
clearest expression of that idea, self-insurance that a large, import-dependent economy holds against an

uncertain world.

GS Paper 3: food security and buffer stocks, energy security and strategic petroleum reserves, the external
sector and foreign-exchange management, and the broader link between economic resilience and national
security. For Prelims, hold the specifics: India’s foodgrain buffer stocks held by the Food Corporation
of India (FCI) under buffer-norm and public-distribution rules; the Strategic Petroleum Reserves
(SPR) managed by Indian Strategic Petroleum Reserves Limited (ISPRL), with underground
storages at Visakhapatnam, Mangalore and Padur; India’s foreign-exchange reserves of around
USD 700 billion, held by the RBI, providing roughly a year of import cover. For Mains, the mature
argument frames buffers as insurance, weighs their carrying cost against the tail risks they cover, and

concludes that in a shock-prone world they are prudent investments rather than wasteful stockpiles.

BACKGROUND AND CONTEXT

A strategic reserve is self-insurance. A country sets aside food, fuel or foreign currency so that a sudden
shock, a failed monsoon, a blocked shipping lane or a run on the currency, does not translate into hunger,

blackout or default. India learned the value of buffers the hard way. The food crises of the 1960s produced the
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FCI and a buffer-stock system that underwrites the public distribution system. The oil shocks and the 1991
balance-of-payments crisis, when reserves fell to barely a fortnight of imports, taught the lasting lesson that

thin external buffers are a national vulnerability.

Those lessons are relevant again. The world has grown more fragmented, with tariff wars, weaponised
supply chains and recurring threats to energy choke points such as the Strait of Hormuz, through which a
large share of India’s crude passes. India imports the bulk of its crude oil and remains sensitive to global price

and flow disruptions. In this environment the question is not whether to hold buffers but how large and how

well-designed they should be.

THE CORE ARGUMENT / ISSUE

Buffers as insurance, not idle cash

Critics see reserves as capital locked up unproductively, foodgrain that could rot, oil that could be sold, forex
that earns modest returns. But this misreads their purpose. A reserve is bought to cover a low-probability,
high-damage event, exactly like an insurance policy. Judging it by its yield in normal years is like calling a fire
extinguisher wasteful because there was no fire. The correct test is whether the buffer would prevent

catastrophe when the shock hits.

The three buffers reinforce each other

Food, fuel and forex are not separate silos. A fuel-supply shock raises import bills and drains foreign exchange,
a forex crunch raises the cost of importing both fuel and fertiliser, and a food shock can force costly imports
that strain reserves. Adequate buffers in each dimension therefore protect the others, giving the economy

room to absorb a shock without a cascade.

The cost-versus-insurance balance

Buffers are not free. Foodgrain carries storage and spoilage costs, petroleum storage requires capital, and
holding large forex reserves has an opportunity cost. The task is to size each buffer sensibly, enough to cover a
realistic worst case without over-accumulating idle stock. The judgement is one of calibration, not of buffers

versus no buffers.
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BUFFER CUSTODIAN PURPOSE ROUGH SCALE
Foodgrain stocks Food Corporation of India Food security and PDS Held to buffer-norm levels
supply above operational needs

Strategic ISPRIL, sites at Cushion against oil- Underground crude storage,
petroleum reserves Visakhapatnam, Mangalore, supply and price shocks being expanded

Padur
Foreign-exchange Reserve Bank of India External-sector and Around USD 700 billion, near
reserves currency stability a year of import cover

HOW TO THINK ABOUT THIS (ANALYTICAL FRAME)

Apply insurance logic under uncertainty. For any national buffer, ask three questions, what shock does it
cover, how damaging is that shock if uncovered, and what is the carrying cost of holding it. If the potential
damage is catastrophic and the probability is non-trivial, a positive carrying cost is worth paying, just as a
household insures its home against a fire it hopes never happens. This frame stops you from either dismissing
reserves as waste or hoarding them without limit. In a world where geopolitical shocks are more frequent, the
expected value of holding buffers rises, which is exactly why prudent states are building them, not running

them down.

THE DIAGRAM IN WORDS

Uncertain world (tariff wars + Hormuz choke point + capital-flow volatility) -> risk of
food, fuel or forex shock -> pre-built buffers (FCI foodgrain + ISPRL petroleum reserves
+ RBI forex ~USD 700 bn) -> shock absorbed without hunger, blackout or default ->

economic resilience = national security

WAY FORWARD

O size buffers to realistic worst cases. Calibrate food, fuel and forex reserves to cover credible

shocks, avoiding both dangerous thinness and wasteful over-accumulation.

2] Expand and diversify strategic petroleum reserves. Add storage capacity and diversify crude

sourcing so a single choke point or supplier cannot cripple supply.

© Modernise food-buffer management. Improve storage, cut spoilage and use scientific buffer

norms so the food reserve protects the poor without ballooning carrying costs.

O preserve external-sector strength. Maintain healthy forex cover and prudent debt levels so

that capital-flow volatility does not become a balance-of-payments crisis.
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PYQ LINKAGE AND PRACTICE

This theme connects to GS3 questions on food security, energy security and the management of India’s
external sector, and to the recurring examiner interest in economic resilience. UPSC has asked about buffer
stocks and the public distribution system, about India’s energy security strategy, and about the significance of
foreign-exchange reserves. A candidate should link the three buffers into a single argument about self-

insurance against a shock-prone world.

Practice question: “In an uncertain global order, strategic buffers of food, fuel and foreign exchange are
national-security investments, not idle costs.” Critically evaluate, with reference to India’s institutional

arrangements. (250 words, 15 marks)

Sources: The Indian Express, Reserve Bank of India

Source: Food, Fuel and Forex: The Case for Strategic Buffers — Ujiyari.com | Free UPSC & State PCS Editorial
Analysis
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