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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.

GOVERNMENT MAY IMPORT WHEAT FLOUR

The government may import more than 450,000 tons of wheat flour, even as domestic wheat production has increased by eight percent this year.  The Agriculture Ministry will put forth this proposal at the next meeting of the designated Group of Ministers (GoM) headed by Minister of External Affairs Pranab Mukherjee.  The proposal also envisages removal of the existing 37 percent import duty on wheat flour.  Sources said that the proposal has already been approved by the Secretary of the Department of Food and Public Distribution.  (Source: Indian Express, 10/03/07)

PULSE PRICES MAY RISE AS SUPPLY FROM MYANMAR HIT

Indian pulse traders have warned that the supply of pulses from turmoil-hit Myanmar have slowed down thereby raising wholesale prices by one to two percent.  “Shipments are getting delayed and loading on ships is a problem.  We expect prices to rise around 5% by the end of the month,” said K.C. Bhartiya, President of Indian Pulse Importers’ Association.  With the country entering the festive season, demand for pulses is expected to increase.  Myanmar is one of the key exporters of pulses to India.  To counter the possible upward swing in prices due to either a supply constraint from Myanmar or the possibility of traders holding stocks in view of the festive season, government-owned trading firms (STC, MMTC, PEC, and NAFED) have stepped up the sale of imported pulses.  (Source: Times of India, 10/03/07)

GOVERNMENT HESITANT ON LABELING GENETICALLY MODIFIED FOOD

The Union Health Ministry is reluctant to go ahead with its proposal for mandatory labeling of genetically modified food through an amendment in the Prevention of Food Adulteration Rules 1955.  In March 2007, the Ministry had set up an expert panel that had recommended mandatory labeling of both processed and unprocessed GM food and food ingredients produced in the country as well as imported.  A senior official of the health ministry informed that the labeling norms are too stringent and difficult for implementation.  (Source: The Financial Express 10/01/07)

PROMOTE ETHANOL PRODUCTION: PAWAR

The Union Agriculture Minister Sharad Pawar asked the states to promote ethanol production from sugarcane to tackle the glut in availability of sugarcane and sugar in the country.  He blamed state-fixed prices for sugarcane, which are well above the support price fixed by the central government, for current bumper sugarcane production resulting in a market glut and cane price payment arrears to farmers.  Most of the sugarcane growing states have expressed their inability to roll back their state advised prices citing political compulsions.  (Source: Business Standard 10/04/07)

INDO-ASEAN FTA TALKS MAY SLIP ON PALM OIL

Negotiations on the proposed Free Trade Agreement (FTA) between India and the ten-member ASEAN are struck over tariff cuts on palm oil.  Furthermore, some of the ASEAN member countries such as the Philippines, Vietnam, and Indonesia have not submitted the timeline for tariff cuts on items on the “highly sensitive list” of products.  A resolution to these issues could come during Prime Minister Manmohan Singh’s visit to Singapore for the 13th ASEAN summit in November, when observers expect an announcement of the FTA.  India and ASEAN had earlier set a July deadline for concluding the negotiations.  According to sources, ASEAN negotiators were pushing for more concessions on palm oil duties, which Indian negotiators are not willing to concede.  (Source: Business Standard, 10/01/07)

520- ITEM LIST TO GET SHIELD FROM INDIA-EU TRADE PACT

The Department of Commerce, GOI, is on a drive to identify 520 items that would be shielded from tariff cuts planned under the proposed India-EU bilateral trade and investment agreement.  Official sources said that as per the mandate of the agreement, India can protect 520 lines from tariff cuts out of more than 5,000 product lines covered under the agreement.  The import value of the protected products cannot be more than $2.6 billion.  “Whatever protection is extended to our industry and agriculture has to fall within this range,” an official said. Tariffs on all other items will have to be reduced to zero in ten years from the date of implementation of the agreement.  Unlike India’s sensitive list with the ASEAN countries (490 items), which includes as many farm products as industrial products, the sensitive list with the EU is likely to have a lesser number of agricultural goods as the EU is not perceived as a threat for many of India’s sensitive agro products.  (Source: Economic Times, 10/04/07)

INDIA TO START FTA TALKS WITH BRAZIL AND SOUTH AFRICA

Bilateral trade agreements with ASEAN and EU are passé.  The stage is set for the first transcontinental treaty with India, South Africa, and Mercosur - comprising Brazil, Argentina, Uruguay, and Paraguay - launching negotiations on a preferential trade agreement (PTA) later this week.  Along with the trilateral treaty, India will also start technical negotiations for a PTA with the South African Customs Union (SACU), which consists of South Africa, Botswana, Namibia, Lesotho, and Swaziland.  While the trilateral as well as the SACU agreements are part of measures to increase South-South trade, the going has not been easy so far.  While India had signed a PTA with Mercosur last year, its operalization in the form of tariff cuts was delayed.  Similarly, India and SACU have already finalized a framework agreement, but the African group is yet to approve it.  (Source: Times of India, 10/04/07)

GOVERNMENT LOOKING AT FULL REFUND OF LEVIES TO EXPORTERS

The government is looking at measures to provide relief to exporters in the wake of the rising rupee by trying to refund all taxes and levies exporters pay.  “We are looking at a full refund of levies by the state governments and the central government,” said Commerce Minister Kamal Nath.  The government will shortly hold meeting with all export promotion councils in this regard.  On the appreciating rupee, the Minister said, “ India is not a country that calibrates its currency.  The exchange rates are based on a basket of currencies.  It is the exporters who must plan and strategize the future and the government would like to be a facilitator in the process.” (Source: Business Line, 10/02/07)

Post Comment: The Indian rupee has appreciated by almost 13 percent against U.S. dollar during the past one year, eroding the profitability of several export products. 

BAN ON MILK POWDER EXPORT LIFTED

The Government of India has lifted the milk export ban effective October 1, 2007.  According to the chairman of the Gujarat Cooperative Milk Marketing Federation (GCMMF), the export ban decision was a conservative step by the government as exporters lost an opportunity to export milk powder when world prices were high.  Since February this year, international skim milk powder (SMP) prices have increased from $3,000 per ton to $5000 per ton.  Thus, Indian producers have sustained an opportunity loss of $2,000 per ton.  The lifting of the export ban will give a boost to milk producers by ensuring better realization and will lead to better growth in milk production.  (Source: The Business Standard, 10/01/07)

Post Comment: For details on the GOI SMP exports ban regulation, please see GAIN report number IN7013, dated February 23, 2007.
BIG RETAILS EXIT POLICY…

The Chief Executive of Reliance Retail informed that the company has decided to pull out of Uttar Pradesh and sacked 900 employees.  The company was forced to take the decision due to vicious and discriminatory protests and the unsympathetic attitude of the state government.  Earlier, the company sacked 400 employees in West Bengal due to its inability to start operations following stiff opposition from political parties and local traders.  With these steps, the company has sent out a strong message to all other states to support Reliance or lose out jobs and investment opportunities.  However, overcoming increasingly massive and organized protests in several states by traders, retailers, and local politicians will be a tough challenge for Reliance Retail.  (Source: Business Standard 10/01/07)

…RELIANCE TO GO SLOW ON GROCERY RETAIL

Reliance Retail has decided to close its agricultural collection centers (ACC) operating at wholesale market levels in Punjab, Rajasthan, M.P and Haryana.  The company had set up about 2,000 ACCs in these states to procure directly from farmers.  This will put the company's plans for contract farming on the hold.  However, the company will continue to operate the state level collection centers, procuring produce from traders.  The company decision to close comes close on the heels of withdrawing from states and going slow on food and grocery retail due to growing political opposition.  (Source: Economic Times 10/02/07)

“QUIT RETAIL” MOVEMENT GAINS MASS BASE, RALLY ON OCTOBER 10

On October 10, 2007, the National Movement for Retail Democracy (NMRD) has organized a rally demanding big corporates to quit the retail business.  The NMRD is an umbrella group for associations representing farmers, traders, and retailers from all over India.  The protest has set its sight on Reliance and Bharti-Walmart.  Addressing the rally will be some of the prominent faces of the NGO movement.  The NMRD has also acquired an ally in a U.S. group, the Association of Communities Against Organized Retail Now (ACORN).  (Source: Business Standard 10/03/07)

METRO, WAL-MART SEES RED AS RETAIL BACKLASH SPREADS TO CASH & CARRY

After targeting big retail, the anti-organized retail brigade has set its target on the cash & carry business.  The Federation of Associations of Maharashtra has filed a public interest litigation in court seeking to restrict the scope of Cash & Carry.  They argue that the Cash & Carry business is a wholesaler who sells in bulk to retailers, who in turn sells to consumers.  Business to business customers like hotels, restaurants and canteens are neither consumers, nor retailers, and thus the Cash & Carry businesses should not be allowed to sell to them.  As FDI is allowed only in cash & carry, foreign retailers like Metro and Walmart (through Bharti-Walmart) have sought to enter India through this route.  If a favorable judgement comes on the petition, it will severely affect Cash & Carry operators like Bharti-Walmart and Metro who are looking at institutional sales as their growth driver.  (Source: Economic Times 10/04/07)
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We are available at http://india.usembassy.gov/foreign_agricultural_service.html
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