CHAPTER 8

RECOMMENDATIONS

The Working Group analyzed the existing agricultural marketing system; assessed the infrastructure requirements and gaps therein; reviewed the policy framework for agricultural marketing; assessed the performance of external trade; and several related issues with a view to suggesting a roadmap for the XI Five Year Plan. The main focus of the Working Group had been on (a) improving the efficiency of the marketing system and reducing the costs of marketing, particularly the avoidable waste in the marketing chain; (b) to help value addition at the farm and village level as well as at the secondary level for creating employment in rural areas/small towns and for expansion of the demand for farm products; (c) to develop markets but with less regulation; and (d) to segregate products according to quality and increase quality consciousness both among the farmers and actors along the value-chain. The Working Group, while framing its recommendations, recognized that there are three essential/necessary requirements for evolving an efficient agricultural marketing system in India. These are (a) continuous evolution, perfection and transfer of science and technological inputs in agricultural marketing; (b) introduction of ‘scale’ in agricultural marketing for reaping the benefits of economies of scale; and (c) continuously refining and putting in place a conducive policy and regulatory framework, including withdrawal of the state in many areas. 

The recommendations of the Working Group have been divided into following six groups and these flow from the detailed analysis and justification presented in the preceding chapters: 

(i) Marketing System Improvement and Conducive Policy Environment  

(ii) Strengthening of Marketing Infrastructure and Investment Needs

(iii) Improving Market Information System with the Use of ICT

(iv) Human Resource Development for Agricultural Marketing 

(v) Promotion of Exports/External Trade 

(vi) Reorientation of Policy Paradigm 

8.1 MARKETING SYSTEM IMPROVEMENT AND CONDUCIVE POLICY ENVIRONMENT  

8.1.1 Wholesale Markets Management

(1) Agricultural marketing reforms initiated must be taken to logical conclusion by operationalizing the amendments as envisaged by the model Act. Rules must be notified by the States and the reform measures should be publicized among all stakeholders. To facilitate the State Governments, Ministry of Agriculture should frame model rules and procedures for circulation to states as guidelines. 

(2) Licensing procedures is to be simplified. An entrepreneur should be able to apply for a single unified license at the state level to enable procurement in any district or market without hindrance or requirement for additional paper work. In other words, single unified license for buying, procuring, selling of inputs, storage, and processing of all agriculture commodities for the State as whole be introduced. 

(3) We should move to a regime of professionally managed wholesale markets. The existing markets with APMCs could be leased out for upgradation and management on long term contracts or be converted into public–private partnership markets. The organization of markets should be on the principle of a service industry. There is also a need to encourage markets to be set up by the private sector and farmers’ cooperatives. This will attract private investment in creation of much needed marketing infrastructure, create competition and ensure better service to the farmers. 

(4) In the context of market regulation and development, all States and UT Governments should be encouraged/incentivised to:

(i) Hold regular elections of agricultural produce market committees and bring professionalism in the functioning of existing regulated markets.

(ii) Plough back the market fee for development of marketing facilities and investments for creation and/or upgradation of infrastructure in market yards/sub-yards. Priority be given to cleaning, sorting, grading and packaging facilities in villages, sub-yards and yards.

(iii) Extend greater flexibility to stakeholders, sellers as well as buyers to interact in the markets. For this, the market needs to be conceptualized in wider a context. Further, not only the licensing of traders, commission agents and other market functionaries need to be liberalized by de-linking the licenses with ownership of shops in the yards/sub-yards, the requirement of multiple licensing for each market within a State needs relaxation. 

(iv) Promote grading, standardization, packaging and certification in the market area. 

(v) Ensure transparency in auction system, penalization on arbitrary deductions from the farmers’ realization, prompt payments to farmers, dissemination of market intelligence and speedier and hassle free transactions in the market. 

(vi) Improve weighing systems by installing bulk weighment system and handling, in a time bound manner. 

8.1.2 Promotion of Contract/Cooperative Marketing 

(1) Institutional innovations aimed at collective action for marketing should be encouraged and promoted. 

(2) Alternative institutional arrangements like contract farming, farmers companies and New Generation Cooperatives for coordinating the marketing efforts of small farmers should be evaluated in different social and cultural settings and encouraged for adoption according to social feasibility. 

(3) There are several success cases (formal as well as informal) of collective marketing by farmers and NGOs, which should be documented and publicized for others to follow or adopt. 

(4) In view of the preponderance of small and marginal farmers in the country, and the need for improving their viability in the changing and competitive environment of agribusiness, the networking or clustering of farmers for the purpose of marketing of their surpluses can be achieved through such alliances as contract farming or cooperative marketing. 

(5) Contract farming that helps infusion of new technology and capital in farm business should be popularized and encouraged. 

(6) A sustainable company-farmer partnership requires mutual respect and a fair and transparent negotiation process, which should be built into contract farming agreements.  

(7) Major conditions for successful interlocking between agribusiness firms and small producers are increased competition for procurement, guaranteed market for farmers produce, effective repayment mechanism, and market information for farmers, which should be adequately recognized in evolving contract farming agreements. 

(8) Innovative pricing mechanisms like bonus, share in company equity, and quality based pricing should also be built into contract farming agreements. 

(9) The government intervention in contract farming arrangements should be minimum but it should facilitate the arrangement from outside. 

(10) Though the monitoring role of APMC or any other government agency may be desirable, these should not be made a party to the contracts. 

(11) The government should not police contracts or impose contract on unwilling firms or in inappropriate situations. 

(12) For the success of contract farming arrangement, there should be an element of competition among alternate contractors. 

(13) The NGOs can play a useful role in promoting the linkages of small farmers with agribusiness firms or companies, which should be encouraged as a state policy. 

(14) There is no need to look for permanence in contract farming arrangements and as the market conditions change, contract farming may be allowed to wither away. 

(15) The existing scheme of Ministry of Food Processing Industries, related to financial incentive to the contractor, in the form of reimbursement of 5 percent of value of raw material should be continued. 

(16) For the success of Corporate Farming, corporate agencies should be encouraged to lease the lands to small farmers as contract growers. 

(17) The lessons from Amalsad and Gadat Cooperatives should be widely publicized and cooperatives in output marketing and processing should be appropriately promoted. 

(18) Primary Agricultural Cooperative Societies should be roped in for primary value addition at the local level and marketing of members’ farm products. 

(19) For checking the infiltration of traders and middlemen as sellers in farmers markets, the participating farmers should be organized into management groups and responsibility of identifying the users of these markets be given to Farmers Management Groups. 

(20) Producers or farmers organizations should be promoted by providing them financial support for professional managerial services and for creation of some critical post-harvest handling/processing infrastructure. 

(21) With the increasing tendency of organized retailing (like supermarkets), farmers organizations should be provided support in the form of necessary infrastructure of grading, sorting and packaging that will help in increasing farmer to fork linkages. 

8.1.3 Legal Framework and Fiscal Matters 

(1) There is a need for bringing uniformity in the state-level tax structure in agricultural commodities for improving the market efficiencies. Taxes and fees on raw agricultural commodities should be rationalized, with a ceiling limit of 4 percent. In principle, raw agricultural commodities should attract zero tax (including purchase tax, mandi tax, commission of agents, and so on, which in Punjab today accounts for about 11 percent on wheat). This can be done by allowing grain companies/traders to buy directly from farmers without going through commission agents, and abolishing purchase/sales tax. 

(2) Octroi and Entry Tax should be abolished wherever exists. Uniform Value Added Tax (VAT) in agriculture, should be introduced in the following manner, which should help the growth of the agro-processing industry: 

· On processed products of a perishable nature – zero percent 

· Other processed foods (excluding tobacco and alcoholic beverages) – 4 percent 

(3) There is need to abolish or reduce fees, cess, taxes, and duties on procurement of agricultural or horticultural produce through any registered contract-farming programme. This would promote direct procurement, improve quality of produce and lead to reduction in the load on the State and Central procurement system. 

(4) Provide capital subsidies to processing industries along with subsidized interest rates for setting up bio fuel plants and provide tax/duty concession for the bio-diesel producers. 

(5) Treat 150 percent of investment by private sector in agricultural marketing infrastructure chain as deductible expenditure like in the case of R&D, for the purpose of income tax. 

(6) The de facto restrictions on movement of goods across State borders should be removed by harmonizing state-level taxes and providing for their hassle free collection at convenient points. The country should be conceptualized as a unified integrated national market. 

(7) Essential Commodities (Amendment) Act should be modified to provide for imposition of trade and marketing restrictions only during the exceptional situations of demand-supply dislocation, market aberration and price volatility. 

(8) The rules and regulations under the Food Safety and Standards Act 2006, which has been passed by the Parliament, should be expeditiously formulated and notified. 

(9) The Warehousing (Development and Regulation) Bill 2005, which is now before the Parliament, should be expeditiously passed. 

(10) Set up an accreditation agency for certified warehouses and warehouse receipts. Encourage private sector, cooperatives and panchayats to set up rural godowns. Specify standards and permit warehousing receipt system. 

(11) Exempt various taxes and levies arising on the negotiability of the warehouse receipts. 

(12) The Bill for amendment in Forward Contracts (Regulation) Act should be expeditiously passed to enable the FMC for effective regulation of trade in futures. There should be rational riders on physical delivery in futures markets. At present, futures are allowed for six months. It should be extended at least to 12 months so that full crop marketing year and its seasonality are covered. Restrictions on futures trading in livestock products should also be withdrawn. 

(13) Bring substantial jump in public investment as suggested in this report. 

(14) Investments in the entire agri-value chain like creation of cold chain, new agricultural marketing infrastructure or modernization of existing markets should be eligible for agricultural loans under priority sector lending. 

(15) Encourage Foreign Direct Investment (FDI) in food retailing with due safe guards of protecting the existing retail corner stores/employees of these stores. 

(16) In attracting ‘Foreign Capital’ safeguard should be provided against Flight by Night Operators. A suitable mechanism should be devised so that whenever the private parties come they have a real and sincere stakes both in terms of land and money. 

(17) Considering the high pay-off from rural roads in terms of both poverty reduction and accelerated growth, the public investment in rural roads should be stepped up. 

8.1.4 Promotion of Grading and Quality Standards 

For promoting grading and standardization and improving the quality of the produce, measures needed are – 

(1) Existing national grade standards should be harmonized with international grade standards. 

(2) Grade standards for all farm commodities should be comprehensively reviewed and reformulated, including the commodities traded only in the domestic market. 

(3) Grading facilities at all the stages of marketing chain should be upgraded with the establishment of grading units and pack-houses in the villages/sub-yards, establishment of grading laboratories at appropriate locations, establishment of State level grading and standardization bureau and by providing intensive training to farmers. 

8.1.5 Simplification of Procedures for Speedy Implementation of Schemes 

The procedures for implementation of schemes related to agricultural marketing, including those intended to attract private investment should be simplified on the following lines: 

(1) Encourage States to professionalize the management of existing marketing channels and regulated markets by outsourcing the activities in the markets. The states must also modernize the markets in PPP mode. 

(2) Public support grants must be provided to fill the viability gap of the marketing infrastructure projects and the same be estimated to be around 50 percent of the project cost. Therefore, the grant for private/state agencies may be pegged at 50 percent of the project cost. 

(3) There should not be a limit for maximum size of the marketing infrastructure project. 

(4) The administrative procedures must be uniform across all the schemes by all the Ministries/Departments. 

(5) Single window application system must be put in place with an integrated ICT interface among all implementing agencies. 

(6) There should be a coordination mechanism for dovetailing similar schemes implemented by different Departments within the same Ministry and by different Ministries. A coordination committee may be constituted that should meet every quarter with all the heads/nodal officers of each Ministry/department. 

(7) The budget allocations for all the specified schemes should be permitted for re-appropriation among the ministries/departments with the approval of the coordination committee. 

(8) A panel of professional consulting agencies must be prepared for projectising the investment opportunities. All the Ministries/Departments can make use of them from time to time. A system of adding a new agency or deleting an agency to the panel should be put in place. 

(9) The approval process for all the schemes included in the XI Five Year Plan must be simplified and these should be put on ground latest by June 2007. 

(10) Planning Commission must evaluate the schemes after two years of implementation and take mid course correction. The planning commission must have professional agencies empanelled centrally, and the ministry/department may choose the experts/agencies from among the panel for evaluation or assessment of the schemes. 

(11) The approval process for the projects must be in a seamless ICT interface. 

8.2 STRENGTHENING OF MARKETING INFRASTRUCTURE 

8.2.1 Guiding Principles 

The model of marketing infrastructure under Indian conditions should consist of the following: 

(1) Direct sourcing from the farmers and limiting the intermediaries to bare minimum. 

(2) Value addition activities such as cleaning, grading, packing, primary processing, and storage should take place nearer to the farm or production center. 

(3) Organization of the farmers into growers’ groups/commodity groups/ cooperatives/self help groups/producer companies to ensure the participation of diversely located small and marginal farmers and their linkage with the markets. 

(4) Proactively promote grades and standards through capacity building and infrastructure creation, instead of leaving it to the private retail chains to come up with their own standards and grades, because the grades and standards, as prevalent in other countries, may be disastrous to resource poor Indian farmers.  

(5) Instead of leaving to the retail companies to evolve sourcing models, government should proactively prepare the farmer groups to interact and establish linkage with retailers. The infrastructure for primary handling needs to be created in every village or group of villages in the form of primary value addition and multi-purpose service centres directly in the public domain or through Public Private Partnership. These centres could be managed by cooperatives, SHGs, farmers’ clubs and producer groups and linked to wholesale or retail markets.  

(6) Should target for handling at least 50 percent of perishables through uninterrupted cool chains from farmer to the consumer. 

(7) Continuous modernization of existing marketing channels/systems so as to enhance the marketing efficiency and efficiency of handling the food. 

(8) Should introduce professional managerial practices in running the markets and bring efficiency into the system, even by outsourcing the management, if required. 

(9) Should aim at bringing some of the existing markets under professional management through Public Private Partnership. 

(10) Should include quality consciousness among the farmers in handling the produce and for this purpose, capacity building for appropriate grading, and adoption of good agricultural practices and food safety standards would be very critical. 

(11) Should promote consumer demand for safe and healthy foods, so that the demand will drive the implementation of food safety measures, which will ultimately enable us to capture global markets. Price incentives can provide demand-pull for quality and safe food.  

8.2.2 Infrastructure and Investment Requirements 

(1) Develop 5000 Rural Primary Markets/Rural Periodic Markets/Rural Haats (out of 21000) at a cost of Rs 25 lakh per market. 

(2) Modernize 2428 principal market yards at a cost of Rs 3 crore each and 5129 sub-yards at a cost of Rs one crore each. 

(3)  Encourage setting up of 75 new wholesale markets by the private sector at a cost of upto Rs 10 crore each. 

(4) Set up 35 Terminal Markets at a cost of Rs 50 crores each under PPP mode. 

(5) Set up 1152 Farmers Markets with an investment of Rs 50 lakhs per market to achieve a target of 50 percent of the marketed surplus getting sold directly through these markets. 

(6) Promote and develop 241 identified commodity specific markets for fruits and vegetables at an investment of Rs 20 crores per market. 

(7) Set up and develop 15 specialized flower markets with an investment of Rs 10 crores per market. 

(8) Develop 500 markets for medicinal and aromatic plants with an outlay of Rs one crore per market. 

(9) Set up and develop 50 specialized markets for spices at a cost of Rs 50 lakhs per market. 

(10) Set up 1000 livestock markets with an investment of Rs 20 lakhs per market. 

(11) Promote and set up 50 modern abattoirs under PPP format at a cost of Rs 10 crores per abattoir. 

(12) Promote modern meat retail markets at 1000 locations at a cost of Rs 5 crore per market. 

(13) The storage capacity gap of 35 million tonnes requires an investment of Rs 7687 crores, but part of this goes with other recommendations. Public sector investment proposed is Rs 2000 crores for 6.67 million tonnes of warehousing capacity at the rate of Rs 3000 per tonne. For this purpose, the rural godown scheme implemented during X Plan period should be continued. 

(14) Cool chain infrastructure facility of 45 lakh tonnes capacity may be created at an investment of Rs 15708 crores. 

(15) Provision of Rs 500 crores be made for creating farm road infrastructure in 100 NHM (National Horticulture Mission) clusters. 

(16) For reaching the benefits of commodity futures markets to the farmers, National Electronic Spot Markets should be promoted. 

(17) For facilitating use of insurance products by the farmers, 50000 automated weather stations be set up under PPP format with an investment of Rs 860 crores (500 + 360). 

(18) Create state-of-the-art infrastructure at 15 Centres of Perishable Cargo with an investment of Rs 20 crores per centre. 

(19) An investment of Rs 750 crores be provided for a two-tier Quality and Food Safety Infrastructure. 

(20) For promotion of GAP (Good Agricultural Practices), an investment of Rs 1010 crores be provided which includes Rs 10 crores for Model Farms for India GAP Certification. 

(21) For promoting 5000 farmers’ organizations, a sum of Rs 250 crores at a modest cost of Rs 5 lakh per farmers’ organization be provided. 

(22) Total investment requirement for all the suggested infrastructure items is Rs 64312 crores, besides Rs 43000 crores for food processing sector, during the XI Five Year Plan. 

(23) Out of Rs 64312 crores of investment requirement, Rs 12000 crores can flow from RIDF, Rs 5000 crores from APMCs or SAMBs, and Rs 30625 from the private sector. Thus central sector outlay is proposed as Rs 16687 crores. 

8.3 STRENGTHENING OF AGRICULTURAL MARKETING INFORMATION SYSTEM USING ICT 

(1) Integrated Website for all agencies of both State and Central Government involved in Agricultural marketing services like APEDA, APMCs, CWC, SWCs, CACP, CCI, DMI, FCI, JCI, KVKs, MPEDA, NAFED, TRIFED, NCDC, NDDB, NHB, SAMBs, and STC. 

(2) Integrating AGMARKNET with State Wide Area network (SWAN) and NICNET. 

(3) Establishment of AGMARKNET Nodes at KVKs and Panchayats with IT infrastructure along with Internet accessibility. 

(4) All agriculture wholesale markets to be the WiMAX based Internet Hubs. 

(5) Computerization of all mandies/APMCs under E-Mandi project undertaken with the existing AGMARKNET Nodes  (about 2850 in numbers) as the Phase-II Programme of the MRIN Scheme. 

(6) Development of Agricultural Commoditywise Portals for 300 Commodities and 2000 varieties to facilitate supply-chain (farmgate to international) management models, and development of marketwise, commoditywise, regionwise, and countrywise marketing intelligence system. 

(7) Dissemination of market information through electronic media, ICT media, telecommunication media and print media. 

(8) Linking all cooperative marketing organizations through provision of computerization and internet facility and putting them on common or inter-linked websites. 

(9) E-networking of quality testing laboratories in the country. 

(10) E-linking of rural business hubs or rural primary markets with exporters, supermarkets and retailers. 

(11) Tele-density in rural areas continues to be low; resultantly the access to information to the farmers is constrained. Government has taken number of positive initiatives for knowledge dissemination to the farmers by Kissan Call Centres, AGMARKNET portal, etc. Meaningful gains cannot occur without sufficient facility of telecommunication. Increase in tele-density, as infrastructure development for rural economy should be taken up with a time frame of attaining 90 percent village connectivity in next three years. 

(12) The portal of AGMARKNET should be strengthened in PPP mode and should facilitate as Virtual Market with a window for the farmers to inform about their produce and practices and buyers to seek production/supply of their choice. Such Virtual Market will benefit the Farmers Groups to announce their production profile. 

8.4 HUMAN RESOURCE DEVELOPMENT FOR AGRICULTURAL MARKETING 

(1) All state Agricultural Universities should initiate degree and diploma courses in argi-marketing and agribusiness, on the pattern of GB Pant University of Agriculture and Technology, Pantnagar. Though the courses will be self-sustaining but basic strengthening of Departments of Agricultural Economics of SAUs and also of concerned division of NIAM should be done during the XI Five Year Plan. The budget requirement would be around Rs 100 crores for the XI Five Year Plan period.  

(2) National Institute of Agricultural Marketing (NIAM) and agricultural economics/agribusiness departments of State Agricultural Universities should be strengthened to increase intake capacities in agri-marketing and agribusiness courses. 

(3) The role of the market as knowledge and information exchange amongst the converging farmers needs to be appreciated and harnessed. There is a need for greater synergy between extension services and market. State Marketing Departments and Boards, APMCs, Krishi Vigyan Kendras (KVKs), Marketing Cooperatives, NGOs and PRIs should pay increasing attention to train the farmers in marketing related skills like quality standards, FAQ norms, terms of contract under contract farming, provisions of various insurance schemes, preparing the produce for the market and primary value addition, and motivate them to organize themselves in to marketing groups, which could take the form of cooperatives, self help groups or even producers’ companies. 

(4) Atleast 100,000 farmers groups should be organized during the XI Five Year Plan for promoting group marketing, based on either individual commodities, or groups of commodities. From each group, atleast one farmer and one woman leader should be provided training for three days on marketing, washing, sorting, grading, packaging and, if needed, on minimal processing of farm products of their concerned location. This work can be taken up by KVKs which need strengthening as recommended elsewhere. But separate budget for this training needs to be provided to KVKs, which works out to Rs 30 crores. 

(5) There is also a need for training/orientation/sensitization of food traders, including small wholesalers, mashakhores, retailers, and hawkers, on new technologies of packaging, sorting, quality maintenance, regulatory framework and related aspects of marketing. a two-day training of around one million traders would cost Rs 100 crores. The trainings can be organized by SAUs, ICAR Institutes, KVKs, State Departments of Agriculture/Agricultural Marketing and NGOs under the overall coordination of NIAM, DMI and MANAGE.     

(6) Each Krishi Vigyan Kendra (KVK) in the country should be provided with a post of senior scientist in agricultural marketing/agribusiness in addition to the existing strength of six scientists. Also, KVKs should be equipped with sufficient funds for a demonstration unit and training programmes for extension workers and farmers group leaders in the field of agribusines and marketing management. The financial requirement for the entire XI Plan period would be Rs 102 crores. 

(7) The KVKs, Directorates of Extension of State Agricultural Universities, and district level agriculture offices should be strengthened by providing a post-harvest technology wing, consisting of scientist, agribusiness professional, technicians and demonstration unit, equipped with market intelligence on specific commodities. 

(8) The grass root awareness campaign should have focus on importance of integration of production with market and value chain and on good agricultural practices for better price realization by farmers. 

8.5 PROMOTION OF EXPORTS/EXTERNAL TRADE 

(1) An institutional mechanism for creation of database on incidence of pests and diseases in major production areas of agricultural products for export and identification of pests/disease free areas be put in place through regular survey and surveillance. 

(2) The import quarantine system of the country should be strengthened to mitigate the risk of entrance of undesirable pests and diseases, which do not occur in India but may become a big threat for sustenance of our exports. 

(3) The process of improving our domestic marketing channels through amendments in state APMR Acts and simplification of other marketing regulations should be speeded up. 

(4) In view of the expanding global food industry and the increasing interest of big corporates in procurement/sourcing from India, there is need to promote market aggregators that may take the form of contract farming, corporate aggregator or cooperatives, as is suitable for different regions/products of the country. 

(5) Aggregate market promotion campaigns for our identified thrust products should be launched and APEDA be delegated powers to undertake promotional activities for specific products in specific countries through participation in international trade fairs, buyer-seller meets and other product promotion activities. 

(6) For specified thrust products, cold stores/warehouses in gateways to major markets like Dubai, Singapore, London and Moscow may be created with 50 percent grant from APEDA. 

(7) Some experts should be posted as Agro Export Ambassadors in key target (importing) countries for regularly studying the market dynamics of imports into the targeted country and advise the Government of India and the industry for equipping to increase the market share of Indian agro products in that country. 

(8) NABARD should directly finance the projects/operations in the Agri Export Zones (AEZs) at the concessional rate of interest of 2 to 3 percent. This should include funding for capital investment relating to post-harvest handling, processing, storage and transportation and export/packing credit. 

(9) Under contract farming in AEZs, 50 percent rebate on premium for crop insurance should allowed. 

(10) As in other countries, Government of India should provide reinsurance to the insurers and credit guarantors so that exporters are able to offer products in the international market backed by favourable credit terms. 

(11) We should be fully equipped and active in effectively responding to various TBT notifications within the stipulated period of 60 days so that effective measures are taken by various stakeholders and Ministry of Commerce to avoid the adverse effects of TBTs on the exports of products and services by Indian Trade and Industry. 

(12) The airfreight for agricultural fresh produce meant for export should be brought down by providing appropriate subvention to subsidize airfreight. 

(13) Mandate cargo space in passenger airlines for export of perishables should be provided.  

(14) For promoting the exports of tobacco products, following incentives should be extended and measures taken: 

(i) Enhance entitlement under DEPB on export to tobacco from the present level of 2 percent to 12 percent. 

(ii) Alternatively, to make tobacco exports competitive, incidence of taxes on inputs and all along the value chain should be brought down. 

(iii) Extend the benefit of drawback of Rs 850 per tonne on furnace oil supplied by domestic oil companies to EOU/EPZ/SEZ under deemed export scheme to tobacco exporters. 

(iv) Service rendered abroad by non-residents for Indian tobacco exports should be exempted from service tax in India. 

(v) Export credit to tobacco industry should be provided at 4 percent interest, which is in line with international interest rates. Further, the credit should be made available for development of infrastructure and R&D activities also. 

(vi) Videsh Krishi Upaj Yojana should be extended to tobacco also. 

(vii) Keeping in view the exports of tobacco products, Kakinada and Vishakhapatnam ports should be developed and handling facilities at Chennai, Mumbai and these ports should be strengthened. 

(viii) A transport subsidy of Rs 2 per kg should be allowed for additional shipments made to CIS countries. 

(ix) FDI by International Leaf Merchants to invest in developing infrastructure for tobacco processing in India should be permitted because that would promote exports.  

(x) FDI in SEZs/100 percent EOUs for export of cigarettes should be permitted. 

(xi) Un-manufactured tobacco should be exempted from the purview of VAT at all stages. 

(xii) For improving the brand image of Indian tobacco and tobacco products, trade delegations to major importing countries should be sponsored at regular intervals and publicity be increased through participation in international tobacco exhibitions and advertisements in international magazines. 

(15) The financial outlay proposed for schemes of assistance for development of supply chain infrastructure for the XI Five Year Plan is Rs 921.25 crores. This includes various components of common infrastructure and capital subsidy for export infrastructure. 

(16) Under the scheme for market intelligence and market development, which includes packaging development, a budgetary outlay of Rs 3970.30 crores is proposed. 

(17) A sum of Rs 652 crores is proposed for the scheme for quality development and capacity building during the XI Five Year Plan. 

(18) The estimated outlay proposed for Research and Development is Rs 41.50 crores and for transport assistance scheme is Rs 200 crores. 

(19) Total proposed outlay for financial assistance schemes of APEDA is Rs 5785 crores. 

(20) The proposed outlay for tobacco scheme is Rs 96 crores. 

8.6 REORIENTATION OF POLICY PARADIGM 

(1) Shift ‘agricultural marketing’ from the list of state subjects to the concurrent list for speeding up the progress of market reforms and evolving a unified national market. 

(2) Dovetail domestic marketing and price policies with trade policies by redefining the Terms of Reference of Commission for Agricultural Costs and Prices (CACP) to include trade policy related matters, including import duties on agricultural products. 

(3) Avoid knee-jerk decisions in marketing and trade related matters like decisions on wheat imports/exports, ban on exports of pulses, reimposition of stocking limits and under-hike in minimum support prices (MSPs) in some years. 

(4)  Redefine ‘agriculture to include production, processing, transportation, marketing and trade in food, feed, fibre and other agricultural products, including livestock and fisheries sector products. 
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