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Welcome to Hot Bites from India, a weekly summary of issues of interest to the U. S. agricultural community.  The report includes information that has been garnered during travel within India, reported in the local media, or offered by host country officials and agricultural analysts.  Press articles are included and summarized in this report.  Significant issues will be expanded upon in subsequent reports from this office.  Minor grammatical changes have been made for clarification.

DISCLAIMER: Any press summary contained herein does NOT reflect USDA’s, the U.S. Embassy’s, or any other U.S. government agency’s point of view or official policy.

FINANCE MINISTER SOUNDS THE FIRST GOING FOR RETAIL FDI

The Finance Minister indicated in an international forum that it is only a matter of time before the FDI in food retail is allowed.  The Minster’s statement is expected to lend some clarity to government’s resolve to carry the liberal policy forward.  The entry of large companies in the  national level organized retail plans has lead to stiff opposition by local traders and vendors in some states.  According to the Finance Minister, the government has plans to convince small owners that organized retail will not displace them.  However, his views are contrary to the statements of the Commerce and Industry Minister, who has hinted that the food retail sector will be left out of the ongoing FDI policy review.  (Source: The Financial Express, 09/28/07)   

INDIA WILL DISCUSS DUMPING DUTY ON SHRIMP WITH US AUTHORITIES

According to the Commerce Minister, India has a genuine case against the US practice of zeroing for the calculation of anti-dumping duties, especially on shrimp.  The Minister has expressed his willingness to discuss the matter related to Indian shrimp exports with U.S. authorities next week and if required before the disputes panel of the World Trade Organization (WTO).  The Commerce Ministry is of the view that the practice of zeroing followed by the U.S. Department of Commerce, completely ignores shrimp sold above a fixed price fair value and instead considers only those exports which are priced below the fixed price.  These exports are treated under “dumping” and the anti-dumping duty is calculated on these exports.  The Indian Commerce Ministry is of the view that if India succeeds in forcing the US to scrap the zeroing methodology during the ongoing review, the duty burden might fall below 2 percent and benefit the Indian shrimp industry.  (Source: The HT-Mint, 09/24/07)

WHEAT IMPORTS NOW UNDER CVC SCRUTINY

The government’s decision to import wheat has run into more controversy with the Central Vigilance Commission (CVC), the statutory vigilance institution, asking the Food Ministry to submit a detailed report on wheat imports made this year.  The CVC is reportedly investigating whether wheat imports have been deliberately mishandled.  A CVC official said the Food Ministry had made its report available and it was currently under study.  “If we find something suspicious, we will decide on further action,” he said.  Some Members of the Parliament have questioned wheat imports on two grounds.  First, that the imports were contracted at prices that are more than 80 percent greater than the procurement price of Rs. 8,500 per ton paid to domestic farmers.  Second, they have objected to the fact that the government cancelled a tender in May, saying prices were too high, but contracted a fresh tender in June at prices that were 24 percent higher than the May price.  (Source: Business Standard, 09/24/07) 

COMMODITY PLAYERS WORRIED OVER DELAYS IN FUTURES MARKET REFORMS

A delay in a legal amendment giving more teeth to the commodities regulators and quickening growth of a nascent Indian commodity futures market could stop many from entering the market, analysts and market players said.  The Forward Contracts (Regulation) Amendment (FCRA) Bill, 2006, which was scheduled to be deliberated on in the monsoon session of Parliament, was delayed and is now likely to be taken up in the winter session, said a senior official in the Food and Consumer Affairs Ministry.  The Bill is the second major reform proposal for commodity futures markets after futures trading was launched in 2003.  Similarly, a committee, set up under the chairmanship of Planning Commission member Abhijit Sen to study the impact of futures trading on retail agriculture prices, has not submitted its report and is seeking an extension after its term expired on 2 May.  “This is not a good sign,” said Avinash Raheja, senior vice-president, Mumbai-based Commtrendz Risk Management Services Private Limited.  “India’s fast economic growth cannot do without a developed commodity market for long.”  (Source: HT Mint, 09/25/07)

THE ISSUE IS LARGE VERSUS SMALL, SAYS NATH

Far from opening its vast retail market to foreign investors, India is looking at how to prevent large domestic players from displacing mom and pop stores, a sensitive issue in a market dominated by unorganized retailers.  “It is not about allowing FDI, the issue is that of large versus small retailers,” said Commerce and Industry Minister Kamal Nath at the first ‘Pravasi Bharatiya Divas, while replying to a question on when India would open up its over $330 billion retail market to foreign investments.  He said the government wants to promote only incremental growth in the retail sector, but did not elaborate how it would find out the number of small retailers that have been displaced by big corporates.  The Minister said foreign investors were free to put in their money for creating logistics or providing back-end operations – an area where the government allows 100 percent FDI.  Industry estimates suggest that over the next four years, organized retail in India will receive investments in excess of $25 billion from domestic and foreign players, taking the size of organized retail to $75 billion.  (Source: Tribune, 09/25/07)

RELIANCE RETAIL TO SHELVE UP

Reliance Industry (RIL) is planning to defer its estimated $3.2 billion retail roll out plans in the states of Uttar Pradesh and Orissa.  The governments of Uttar Pradesh and Orissa failed to support the RIL retail venture due to wide spread violent protests by small venders and local traders.  RIL has planned an investment of $1,200 million to $2,485 million in the state of Uttar Pradesh alone, with the aim of opening 200 ‘Reliance Fresh’ Stores and investing in backend logistics.  The overall investment for the state of Orissa was estimated at around $750 million.  However, both the state governments have ordered RIL to shut down its outlets.  RIL has now started sacking the hired staff in Uttar Pradesh.  (Source: The Business Line, 09/28/07)

ORGANIZED FOOD RETAIL MUST BE COMPETITIVE AND INCLUSIVE

The fresh food retail business in the states of Madhya Pradesh, Kerala, West Bengal, Bihar and Uttar Pradesh (UP) is facing opposition.  The UP government has set up a committee to review the state policy on organized retail and has announced the closure of more than ten stores of Reliance Fresh and Spencers’ (except those in big malls) due to law and order problems.  Additionally, the chief minister of UP has withdrawn the agricultural investment policy, which would have otherwise encouraged private parties to purchase agricultural produce from farmers directly.  This is despite the fact that the withdrawn policy was very much in conformity with the central governments amended Agricultural Produce Marketing Act (APMC).  The key objection of the opponents of the organized retail is that it would wipe out the unorganized retail causing huge unemployment in the country.   (Source: The Economic Times, 09/28/07)

DOES INDIA NEED BT BRINJAL?

On adoption of Bt food crops technology, conflicting views of the antagonists, Green Peace Workers and the Director General (DG) of the Indian Council of Agricultural Research (ICAR) were recorded.  The DG’s argument was that 3000 liters of water are required to produce one kg of rice, whereas GM crops are heavy yielding and are drought resistant.  He stated ‘whether we like it or not, GM crops are here to stay’.  (Source: The Business Line, 09/28/07)

PADDY PROCUREMENT FAILS TO MEET TARGET

After wheat, the government’s paddy procurement target for the central pool will fall short by 1.1 million tons against the target for the 2006-07 marketing season ending September.  The Food Corporation of India (FCI) had procured 25.2 million tons of grain, with another 0.7 million tons in transit as of September 21, 2007.  The procured stock of 25.9 million tons will fall short of the 27 million tons target fixed for paddy procurement this marketing season.  However, according to FCI, this is not an issue of concern as there would be enough stock left with the FCI to meet the buffer stock norm of 5.1 million tons for October 1, 2007.  The procurement target for the marketing year 2007-08 is fixed at 27.6 million tons and the corporation is optimistic on reaching this target on account of market dynamics and increased kharif rice acreage.  (Source: The Financial Express, 09/24/07)   

DUTY-FREE IMPORTS MAY STAY

The government may extend duty free imports of wheat for private traders to augment domestic supplies and to control prices.  Additionally, duty free imports of wheat flour may also be allowed if prices increase in the coming festive season.  The Secretary of the Food and Public Distribution has given his independent view supporting the extension of the duty free wheat import deadline beyond December 2007.  However, the Roller Flour Millers Federation of India has appealed to the government to not consider the import of wheat products (Flour, refined flour, semolina etc.).  The Secretary however preferred to support a  duty free import regime rather than exempting wheat and wheat flour from the value added tax.  He also informed that the government was considering the option of a ‘food coupon’ to contain leakages and diversion from the Public Distribution System (PDS).  (Source: The Financial Express, 09/25/07)

MANGO EXPORTERS IN PUNE SEEK MORE FACILITIES, BRAND PUSH

According to Indian exporters there is a urgent need to expand the reach of Indian Mangoes by brand promotion in the U.S., which is a 25,000 ton market.  The export of Mangoes this year was not very successful as some of the consignments exported to Japan were rejected because of pesticide residue issues.  The Maharashtra State Marketing Minister stated that the pesticide was detected as farmers had sprayed on boxes to prevent them from getting corrugated.  The pesticide penetrated to the Mangoes as the fruit was kept in the boxes for many days.  According to one of the exporters, pre-import treatment requirements are different and U.S., Japan and China have different import requirements and this adds to the actual cost of the mangoes.  The state plans to export 2,000 tons of Alphonso and Kesar mangoes to the U.S., China, the EU and Japan during the next year.  Therefore, the Maharashtra State Agriculture Marketing Board (MSAMB) has started identifying exporters and has offered to provide them training and guidance.  (Source: The Financial Express, 09/24/07)   

BUY GRAIN FROM OPEN MARKET FOR PDS SCHEME, SAYS PAWAR

The Agriculture Minister has stated that the government should buy food grains from the open market for distribution under the social welfare schemes.  The concessions that the government wants to extend to the economically weaker sections of the society should be factored into a budget.  He also expressed his reservations over the minimum support prices scheme for procuring food grains from the farmers for meeting the buffer stock requirement.  The minister said that as such there is no objection to implement the scheme but not at farmers cost.  (Source: The Hindustan Times, 09/21/07)
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WE ARE ON THE NET

We are available at http://india.usembassy.gov/foreign_agricultural_service.html
or visit our headquarter’s home page at www.fas.usda.gov for a complete selection of FAS worldwide agricultural reporting.
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