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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.

IMPORT DUTY ON WHEAT FLOUR SCRAPPED …

India has removed import duty (36%) on wheat flour to augment supplies.  “The lifting of duty on wheat flour will not hit the domestic industry because there is no price parity between domestic and international prices.  Currently, no imports of wheat or wheat products by private trade are taking place,” said an industry official.  The decision to scrap the duty came after the State Trading Corporation of India decided not to purchase costly wheat against its tender for 350,000 tons.  (Source: Mint, 01/03/08) 

Post Comment: The GOI notification scrapping the import duty on wheat flour is available at: www.cbec.gov.in/customs/cs-act/notifications/notfns-2k7/cs122-2k7.htm
… ZERO IMPORT DUTY ON FLOUR DISASTROUS – MILLERS

Though the government’s move to scrap customs duty on wheat flour may not have any effect on the flour milling industry immediately, it could prove “disastrous” in the long-term, according to industry sources.  What is causing anxiety among flour millers, particularly in south India, is that flour mills with huge capacities have come in countries such as Singapore and Malaysia.  “They are big players and they are all located near the ports.  They simply can hire a Panamax vessel, load the flour and push it into our country.  That will be enough to undo us all,” said Chairman, Karnataka Roller Flour Millers’ Association.  “We will take up this issue and fight it out,” said another industry official.    (Source: Business Line, 01/03/08)

MINIMUM EXPORT PRICE FOR RICE HIKED

Effective December 27, 2007, the government hiked the minimum export price (MEP) of rice to $500 (Rs. 20,000) per ton from the earlier $425 per ton.  The government had announced a ban on non-basmati rice exports in early October 2007.  However, following representations from various exporters, the government removed the ban and introduced an MEP to prevent exports of varieties that are procured for the public distribution system.  However, domestic prices continued to rise, forcing the government to hike the MEP.  Exporters said the move would affect their exports, leading to loss of markets to countries such as Thailand and Pakistan.  “Since the MEP of $425 a ton was imposed, the industry has exported a quantity of just 70,000 to 80,000 tons and this is too small to impact domestic prices,” said a leading rice exporter.  (Source: Business Standard, 01/01/08)

Post Comment: The official notification is available at: http://164.100.9.245/exim/2000/not/not07/not6807.htm
GLOBAL DEPRESSION NOT TO IMPACT INDIA, FINANCE MINISTER

Finance Minister Chidambaram predicted a nine percent growth of the Indian economy in the current fiscal year and dismissed fears that a global depression may affect India.  In a review of the country’s economic performance during 2007, he said that the challenges in the New Year were external financial sector and the domestic food front.  “Domestically on the food front we keep our fingers crossed on rice procurement, wheat production and procurement.  If all these turn out to be favorable then I think the pressure will ease.  There is no question of relaxing the vigil on the food front because food is the most important driver of prices in India,” he said.  (Source: Business Line, 01/01/08)

BIRD FLU ALERT ALONG THE INDO-BANGLA BORDER

After another outbreak of avian flu in Bangladesh, Meghalaya (the North-Eastern state of India) has sounded alert in all districts.  According to state government authorities, all border points have been alerted and the district veterinary officers have been instructed to take necessary action.  Task forces, recently constituted in all districts to monitor the situation, have been asked to remain vigilant as import of chicken and poultry products from the neighboring country continues to remain banned.  Around 20,000 chickens were culled over the past five days after an outbreak of bird flu at a government run poultry farm near Bangladesh capital, Dhaka.  (Source:  The Hindu, 01/02/08)
CENTER MULLS LAW TO GET KIRANAWALLAS PIGGYBACKING RETAIL GAINT

According to the Minister of State for Food Processing, the government may consider formulating a legislation supporting the role of kirana shopwallas (local mom and pop stores) in the supply-chain plans of food retail giants.  He further said that even FDI in the country’s $330 billion retail business is permissible, provided the new entrants follow the Indian model of retail.  The department of industrial policy and promotion has engaged a research agency to do an in-depth impact study on the socio-economic aspects of FDI in retail.  The outcome from the research study, which is expected to be complete by March, will form the basis of the final decision on the entry of retail FDI.  The government has been discussing the plan with retail giants for including small mom and-pop stores in their supply chain business model.  (Source:  The Financial Express, 01/04/08)
POULTRY INDUSTRY SEES OPPORTUNITY IN BRANDED EGGS

The industry officials state that the concept of branded eggs is slowly gaining importance but the supply shortage has raised the prices by 75 percent in the last two years.  Additionally, industry players recognize that there is a potential in the branded egg segment, which has a premium in the market.  The National Egg Coordination Committee also supports the view of the industry by stating that the branded egg concept is slowly growing and has a future.  However, the costs of packaging and commission are too high to reduce the retail price of branded eggs.  

(Source:  The Financial Express, 01/03/08)
STARBUCKS TIES UP WITH PVR

Starbucks is finally in India through a distribution tie-up with PVR Ltd.  PVR has started retailing Starbucks at its select multiplexes in Delhi and Mumbai on experimental basis and plans to extend it further.  PVR is sourcing products directly from the US, but does not include brewing of coffee, which it expects to take up after full regulatory approval.  Earlier in July, Starbucks had withdrawn its application to operate single-brand retail stores in India after failing to get clearance from the Foreign Investment Promotion Board.  (Source: Business Line, 01/01/08)

BANGLADESH: RICE MARKET HEADS FOR FURTHER VOLATILITY 

Domestic rice market, already turned unstable due to steep fall in local production and limited import options, heads for further volatility as India suddenly hiked its rice export price by $75 per ton from $425 a ton to $500 per ton.  Prices of rice, which have marked biggest weekly gains in years, are set to see fresh rises on fears that supplies from India may be snagged by sudden increase in export price.  The government report showed that retail price of coarse rice increased by 57 per cent in a year while that of medium and fine grades surged by 53 to 61 per cent.  Market sources feared that sudden increase in price of rice of India would further affect the supply situation since no viable option was available for rice import in this period of the year.  Declines in rice production due to twin floods and monstrous cyclone Sidr in the same year led to rice supply shortage and unabated rise in prices of all varieties of rice for months.  Exigencies after floods and cyclone raised the official requirements of rice for food-aided program, putting further pressure on squeezing domestic market supply.  Indian Foreign Minister Pranab Mukherjee during his Dhaka visit on December 1 announced that India would allow import of 500,000 tons of rice to help Bangladesh ensure post-cyclone food security.  Indian High Commissioner in Dhaka last week said the consignments might reach by February at an agreed market price.  Traders and economist suggested that the government should try to explore whatever options were in hand and make state-to-state deals for rice procurement without further delay.  Apart from India, the government should turn to other sources like Myanmar, Vietnam, Thailand, Cambodia and Pakistan to avert any imminent crisis.  Officials on Sunday, however, claimed that the government’s rice stocks were not as vulnerable as stated by many, but a tendency of building household stocks seen among farmers and small traders might affect the supply and price of rice in domestic market.  (Source: The New Age, Bangladesh, 12/31/07).

BANGLADESH: FIVE MORE CASES OF BIRD FLU DETECTED: GOVT URGES POULTRY FARMERS TO TAKE STRICT BIO-SECURITY MEASURES 


Officials of the Department of Livestock Services (DLS) have culled some 20,000 birds of the government run central poultry farm at Mirpur (northern part of Dhaka city) on Saturday as a precautionary measure to prevent the spread of the disease to the adjacent areas.  The Ministry also confirmed five more recent outbreaks of avian influenza in the country, three in Gaibandha and one each in Nilphamari and Dinajpur districts.  Fisheries and Livestock Ministry Adviser Mr. C.S Karim, while briefing reporters about the latest situation of bird flu in the country, urged the poultry farmers to strictly ensure bio-security measures in their farms in order to prevent the spread of bird flu.  The adviser, referring to the recent outbreak in a government-owned poultry farm, said that as the Dhaka Zoo is adjacent to the stricken farm as well as a large number of migratory birds stay at the zoo, the government continues close monitoring of the health of the animals there. The government has so far culled more than 300,000 farm fowls and some 4,000 backyard hens in 17 districts after the outbreak of avian influenza in March last year. (Source: The New Age, Bangladesh, 01/02/08).
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