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Decoding agri exports policy

HT ANALYSIS Blanket ban on cattle slaughter, attacks on traders have potential to disrupt meat exports in a big way

RoshanKishore
« roshan k@htlive.com

NEW DELHI: The Union Cabinet
approved the Agricultural Export
Policy, 2018, Thursday. The policy
is aimed at doubling agricultural

exports from the current level of
$30 billion by 2022 and increasing

themto$100billioninthe*“nextfew
yearsthereafter.”

This, the policy says. is to be

achieved throughadiversification
ofthe exportbasketincluding ind
igenous, organic and ethnic
exports. The export push will be
aided byinstitutional mechanisms
toeasemarketassessand non-tar-
iff barriers. Interestingly, the ele-
mentsofthe policy havebeenspelt
outinmoregenerictermsthanthe
ohjectives. Probably more details
willbereleased later.

HThasanalysed India'sagricul-
tural exports statistics to put in
context the $100 billion target the
policy has set for itself. Three
important points can be made on
the basisof thisanalysis:

1. Agricultural export earn-
ingsaresensitive to global prices.
According to data from the Cen-
tre for Monitoring Indian Econ-

omy (CMIE), India’s exports of

agriculture and allied activities
were valued at $38 billion in
2017-18. These values were much
largerintheearlier years.
Agricultural exports had
crossed $40 billionin 2012-13 and
2013-14. Fallin prices has played
a bigger role in a decline in
exports thereafter. This can be
seen from the value and quantity
indices of exportsof agricultural
products released by the Food
and Agricultural Organisation
(FAO). Tobesure, thesharpspike

inagriculturalexportsin thesec-

ond half of the previous decade
was also aresult ofhigher prices.

DATA FROM THE CENTRE
FOR MONITORING INDIAN
ECONOMY SHOWS
INDIA"S EXPORTS OF
AGRICULTURE AND
ALLIED ACTIVITIES WERE
VALUED AT 538 BILLION

W

KEY TAKEAWAYS

= The new agricultural export
policy aims to achieve a
target of $700 billion in
agricultural exports in a few
years after 2022

= Agricultural exports are
sensitive to international
prices. India's agricultural
exports were higherin
2012-13 and 2013-14 when
international prices were
high

m Unit value of exports are an
important factor in exports
leading toimprovement in
well-being of farmers

(See Chart1)

2. Maximising unit value of
exports rather than total export
earningsisabetterstrategy. Itis
becoming clearer by theday that
remunerative prices areabigger
challenge for Indian farmers
than raising production. Simi-
larly, itistheunit value ofexports
rather than total value or quan-
tity of exports that is more rele-
vantto their well-being.

The global market in agricul-
tural commodities is divided
amongadvanced capitalist coun-
tries such as the US and numer-
ous developing countries. Agri-
culture is heavily subsidised in
theformer group, allowing farm-
erstosell their produce at lower
rates, which makes their output
more competitive in interna-
tional markets.

These countries also have
more resources to cushion their
farmersagainst price crashesin
international agricultural mar-
kets. Developing countries like
India do not have the where-
withalto do either.

Along-termcomparison ofthe
unitvalue ofagricultural exports
shows that India used to have a
significantadvantage overthe US
in terms of unit value in the pre-
reforms period. This has ceased
tobe the casein the latter phase.

(See Chart?2)

The post-1990 period withessed
significant tradeliberalisationin
agriculture, especially after the
formation of the World Trade
Organisation(WTO)in 1995.
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Understanding India’s agri exports

Achieving the $100 billion target of agri exports will depend on global prices and
diversifying India's current export basket
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Agriculturalissueshavebeen
at the centre of the North-South
disputein the WTO. The multilat-
eral trading system under the
WTOisin adeep crisis today with
an impasse around the Doha
Round agreement and simmer-
ingtrade tensions between the US
and China — the two biggest
economies of the world.

If India is looking at signifi-
cantlyincreasingitsagricultural
export earnings on a sustained
basis, itwillhave todeal with the
current problems in the global
trade order.

3. How will India’s current
agricultural export basket

change underthenewpolicy.

The policy rightly talks about
theneed todiversify India’s agri-
cultural export basket.

The Reserve Bank of India
(RBI) statistics showthatriceand
animal products (marine prod-
ucts, meat, dairy and poultry) had
an almost two-thirds share in
India’s total agricultural export
earnings in 2017-18. This share
has continuously increasedinthe
last decade. Rice alone had a
share of 25% in 2017-18.

(See Chart3)

There are two problems with
the dominance of rice in India’s
agricultural exports. Overall

export earnings are extremely
sensitive tointernationalrice pri-
ces. Also, rice being a water-in-
tensive crop entails alargelong-
termecological cost. Thisauthor
had pointed outinaMintarticle
that India is the largest virtual
exporter of water in the world.
Similarly, India’smeatexport
industry has been facing uncer-
tainty because of disruptions
from the cow-protectionlobby.
Ablanketbanon cattleslaugh-
ter and attacks on cattle traders
have the potential to disrupt
meatexportsinabigway. A holis-
ticagricultural exportpolicy will
havetolookatsuchissueas well.



