RESTRICTED

WORLD TRADE G/STR/N/VIND

31 January 1996

ORGANIZATION

(96-0366)

Origina: English

STATE TRADING

Notification Pursuant to Article XVII:4(a) of the GATT 1994 and
Paragraph 1 of the Understanding on the Interpretation of Article XVII

INDIA

The following communication, dated 15 January 1996, has been received from the Permanent
Mission of India

| am directed to refer to WTO document G/STR/N/1 dated 13 March 1995 on the subject
mentioned above and to forward herewith India s notification pursuant to Article XVI1:4(a) of the
GATT 1994 and Paragraph 1 of the Understanding on the Interpretation of Article XV11, for circulation
among the Members of the Working Party on State Trading Enterprises.
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1 Enumeration of State Trading Enterprises

Information relating to State Trading enterprises which have been granted specia privileges
by way of monopoly or near monopoly on export or import (canalizing agencies) is available in the
Export & Import Policy (1 April 1992 to 31 March 1997), as amended up until 31 March 1995.
Chapter XV-Part 111 and Chapter XVI-Part I11 of the Export-Import Policy book contain the list of
items and enterprises designated for imports and exports of these items, respectively. A consolidated
list of canalizing agencies and the products with which they ded is given in Annex 1.

Annex 1A comprises one Marketing Board which is engaged in purchasing and selling and
thus falls within the scope of notification requirements.

2. Reason and purposes for introducing and maintaining State Trading Enterprises

In generd, the abjectives of granting monopoly on export or import of certain products are
the following:

@ obtain better terms of trade through bulk transactions than would otherwise have been
possible;

(b) realize economies of scale in trade operations;

(© ensuring security of supplies through multiple contracts with diverse sources,

(d) ability to handle crisis situations effectively and protect the country from disruptionsin supply;
(e optimal utilization of certain non-renewable nationa resources; and

® to help the exporters in triba areas in getting remunerative prices for their export products
(as in the case of niger seed) and developing their markets in a systematic manner.

3. Description of the functioning of the state trading enterprises

- The enterprises dealing with imports or exports or both are listed in Chapter XV -
part 111 and Chapter XV1 - part I11 of the Export and Import Policy, asalready indicated
against 1 above. Details of such enterprises are in Annex |I.

- Export or Import trade in canalized goods is substantially reserved for the designated
agencies. However, the Government may grant licences to private parties to import
or export any of these canalized goods.

- In the case of fertilizers, crude oil and petroleum products, availability of foreign
exchange is the major consideration in deciding the quantum of imports. Import of
ceredls and edible oilsis undertaken on the advice of Government from time to time.
Government is guided by a number of factors including the balance of payments and
domestic production and prices situation.

- In the case of minera and ore products, the quantities available for export are liable
to be restricted from time to time keeping in view the domestic requirement as well
asthe need to conserve exhaustible natural resources. Keepinginview thecomfortable
reserves position, there is no restriction on the quantities to be exported in the case
of medium and low grade iron ores. In the case of onion and niger seeds, thereis
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no quantitative ceiling for exports and exports of these items are determined by market
forces. In the case of petroleum products, long-term contracts are entered into and
the quantum is decided taking into account domestic supply conditions. Thereis no
restriction on the quantity of mica to be exported.

- Export prices are determined on commercial considerations and by the demand and
supply forcesintheinternational market. Inthecase of onions, Minimum Export Price
(MEP) is determined for different varieties kegping in view the nationa and internationa
market intelligence, crop prospects, market trends, quality aspects, freight charges,
etc. Inthecaseof ironore, pricesarefixed on ayearly basis as the exports take place
under long-term/annual contracts. In the case of petroleum products, imports/exports
are undertaken at market related prices. As regards mark-up on imported products,
prices of imported commodities arefixed onthe basisof actua costsincurred including
duties, warehousing costs, etc., with a nomina service charge for handling these
operations.

- Long-term contracts are entered into by the canaizing agencies in the case of
import/export of petroleum products and export of iron ore. The contracts areentered
into with nationa oil companies and through spot tenders.

4, Statistical information

The imports and exports of canalized items undertaken in the last three years are enclosed in
Annexes 2 and 3, respectively.

5. Reason why no foreign trade has taken place (if thisis the case) in products affected

The considerations which determine the volume of import or export are aready explained in
reply to item No. Ill. Though the Hindustan Vegetable Oils Corporation Ltd. has been designated
as a canalizing agency for import of certain oils and oil seeds, asindicated in Annex [, it has not been
authorized by Government to import any of these items so far. Motor spirit and bitumen, although
canalized, were not imported during the last three years due to adequate indigenous productions.
Similarly, export of aviation turbine fuel, crude furnace oil, high speed diesdl, kerosene, liquified
petroleum gas and motor spirit, although canalized, were not undertaken since these products were
either in deficit or no surplus quantities were available for exports. The Manganese Ore India Ltd.
could not export any quantity of manganese ore during thelast three yearsdueto depressed internationa
market conditions. Also, the Kerala Minerals and Metals Ltd. could not export any of the canalized
mineral items during the last three years.

6. Additional information

Nil.
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ANNEX 1A

List of Marketing Boards engaged in Purchasing and Salling

Name of Board

D

Commodity dealt with
2

Nature of activity

3)

Coffee Board

Coffee

Until 1992, under the Coffee Act, 1942, dl
coffee produced in the country was compulsorily
pooled with the Coffee Board for sale and
disposal.

Since then, the coffee marketing system has
been liberalized. On 13 October 1992, an
Internal Sale Quota (1SQ) to the extent of

30 per cent of the coffee produced was granted
to the coffee growers under which they could
sell 30 per cent of their produce in domestic
market.

After considering the demand of coffee growers
for grant of Free Sale Quota (FSQ) in place of
the 1SQ, on 14 January 1994, it was decided to
grant FSQ of coffee in place of 1SQ, up

to 50 per cent of the total produce which was
permitted to be sold by the coffee growers either
internally or in the international market. The
responsibility of receiving the remaining

50 per cent of the total produce continued to
repose with the Coffee Board. With this
deregulation it became necessary for the Coffee
Board to switch from the dua auction system of
marketing to a single auction system wherein
both domestic dealers and exporters bid for
coffee at the prevailing international prices.

The coffee marketing system has been further
liberalized with the decision of the Government
announced on 22 April 1995 under which

100 per cent FSQ has been alowed to small
growers with a holding size of less than 10
hectares, and 70 per cent FSQ to other coffee
growers. Coffee growers with a holding size of
10 hectares and above would have to pool

30 per cent of their produce with the Board
which will be used by the Coffee Board for
market intervention according to the needs of the
situation.

This coffee marketing system would ensure
liberalization on the one hand and provide fair
return to the producers and restrain undesirable
fluctuation on the other.
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