EU’s shift to ‘compliance regime’

mav hurt Indiano

rganic exports

BUSINBESS | Nne Y. 616123
BURDEN ON MARGINS. Certification cost in India set to increase significantly from 2025 onwards 4
A governing authorities and confidence building meas-
Prabhudatta Mishra bodies responsible for con- ures is a prerequisite to
New Delhi ducting inspections on certi- achieve bilateral
fied organic operators and understanding.

The European Commission
has recently published a
draft note with the aim of im-
plementing stringent meas-
ures starting in January 2025
regarding the adherence to

organic product standards in

third countries.

This decision comes as a
response to the Commis-
sion’s observation that cer-
tain governments in various
countries had relaxed regula-
tions during the Covid-19
pandemic, leading to negat-
ive effects on the accredita-
tion bodies’ ability to guar-
antee the compliance of
these products.

It is feared that this move
~ will jack up certification
costs in India, which had ex-
ported over $300 million of
organic products to EU in
2021-22.

According to the Commis-
sion, a draft amendment has
been issued concerning spe-
cific procedural prerequis-
ites for the recognition of

groups of operators, as well
as on organic products ori-
ginating from third coun-
tries. The amendment also

outlines certain require-
ments related to their
supervision.

It said: “national meas-
ures in third countries taken
due to the Covid-19 pan-
demic had a negative impact
on the ability of accredita-
tion bodies and competent
authorities to schedule and
carry out witness audits for
the purpose of recognition
by control authorities and
control bodies under the
compliance regime.”

UNDER SCRUTINY

Last November, the EU had
in Audit report on India had
acknowledged that there was
an overall structure in place
with all the necessary ele-
ments for control of organic
products, including a soph-
isticated IT system for su-
pervising the controls and
ensuring traceability.

PROMISING MARKET. |ndia had shipped

i, '.,

over $300 million of

organic products to the EU in 2021-22

“However, there are many
weaknesses in the supervi-
sion and implementation of
the controls at various levels.
The most significant is that
the recent unannounced
controls by APEDA as well as
the audit team’s own find-
ings show a high degree of
non-compliance with the
NPOP at producer groups
and poor quality of inspec-
tiens,” the report had said.

CHANGE OF ECOSYSTEM
The Agricultural and Pro-
cessed Food Products Ex-
port Development Authority
(APEDA) under National

Programme for Organic Pro-
duction (NPOP), which s re-

cognised by the EU as equi-
valent for certain products,
regulates the quality stand-
ards for export of organic
products.

“EU regime change from
process  certification to
product authenticity is a ser-
ious change of ecosystem in
organic agriculture. This dis-
ruption will merely allow ex-
porters with ‘neo-compet-
ency’ to survive in the export
market,” said S
Chandrasekaran, a trade
policy expert.

Referring to the EU audit
report, he said it specifies
laxity of APEDA in enforce-
ment and supervision mech-
anism, the requirement of

If producers’ groups have
to seek recognition from ad-
ditional agency that is recog-
nised in EU, it will further
add to their costs, he added.
Already organic producers
pay the certification agen-
cies, recognised by APEDA
under NPOP, for exporting
their produce out of India.

The current rules and pro-
cedural requirements in EU
came into force from January
1, 2022 and will expire on
December 31, 2024,

Control authorities and
control bodies can start op-
erating under the compli-
ance regime only when they
are recognised by the Com-
mission. Itis necessary to set
out a timeframe within
which control authorities
and control bodies must no-
tify the Commission that
they have updated the tech-
nical dossier used for their
recognition with new wit-
ness audits carried out based
on their performance under
the compliance regime.
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A THE BCONOMIC TIMES AE.9/6[23

US Trade Deficit Widens in
April on Exports Pullback

Exportsfall by $9.2 b to $249 b in the month, while imports edged up by $4 8 b to $3236b

) Washington The US trade deficit

grew in April on a pullback in ex-
ports, bringingthe gaptoits widest
* since October 2022, according to go-
vernment data released on Wed-
nesday.

Although the country's imports
have been boosted by resilient con-
sumer spending, analysts expect
this trend to weaken
as well going for-
ward, while ‘tighter
lending conditions
weigh on ° invest-
ments.

"

Slideinexports The anticipation is
cameonthe that trade could
backofa bring negative
decrease in growth to gross do-

valueofgoods mestic product in

w the second quarter
cude  of the year.

oil “wlht:' ol, In April, theoverall

along trade deficit was

M’"""“‘"""' $74.6 billion, expan-

ding slightly less
than expected by $14 billion, accor-
ding to Commerce Department da-
ta. Exports fell by $9.2 billion to
$249 billion in the month, while im-
ports edged up by $4.8 billion to
$323.6billion.

"Net foreign trade often is sideli-
ned in discussions of headline

N

e
7«»‘1«/4’, lﬂ.tk\s

v‘v vlh‘.

S
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by Se N L i

GDP growth, but it has been a huge
swing factor since Covid," said

Pantheon Macroeconomics econo-

mists Ian Shepherdson and Kieran
Clancy inarecent report.

They added that weakening in fo-
reign trade will likely be "accompa-
nied by a further drag from the in-
ventory component, and a steep
drop in investment in business
equipment, making an outright
drop in headline GDP more likely."

The slide in exports came on the

,back of a decrease in value of go-

ods shipments, such as crude oil

and fuel oil, along with some con-
sumer goods.

Imports of goods picked up with
support from auto vehicles and
parts, as well as some industrial
supplies and materials.

But imports are likely to weaken
in the months ahead, according to
economist Matthew Martin of Ox-
ford Economics in a recent note, ci-
ting "a mix of declining consumer
strength and a wave of destocking
by businesses."

The US goods deficit with China
stood at $24.2 billion in April. AFP N/
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“China’s Exports Fall 7.5% in
May, Adding to Stimulus Talk

Trade figures add to
concerns about
weakeningrecovery -

Beijing: China'sexports fell in May
for the first time since February, da-
ta showed Wednesday, breaking a
two-month growth streak as a post-
Covid rebound faded and adding to
speculation that officials will unveil
fresh stimulus measures.

Rising global inflation, the threat
of recession elsewhere and geopo-

Chinese products.

That resulted in overseas ship-
ments sinking 7.5% on-year last
month, Customs figures showed,
marking a sharp drop from an in-
crease of 8.5% in April and much
steeper than the 1.8% forecast in a
Bloomerg survey.

China's exports grew in March
and April, snapping a run of five
straight declines, when produc-
tion was disrupted by sweeping
lockdowns and delays at ports
when authorities enforced their
strict zero-Covid policy. And the
Chinese economy expanded by

States have weakened demand for 1

P : s_etqe theyear.

€ economy weight
by a debt-laden property sector,
limp consumer confidence and a
global economic slowdown.

Meanwhile, imports fell 4.5% in
May, a smaller decline than April's
7.9% contraction but better than
the 8% estimated.

The data are the latest to highlight
weaknesses in the world's number
two economy, with manufacturing
activity shrinking in May for the se-
cond successive month.

Reports said Wednesday that aut-
‘horities have asked the country’s big-
gest banks to lower their deposit ra-
tes in a bid to boost the economy as it

han—said the current wave may peak

struggles. Analysts said such a move
could indicate the People's Bank of
China was considering an interest
rate cutas soon as thismonth.

Thefigures were "yet another dis-
appointing data which will raise
growth concerns and intensify ex-
pectations of more policy sup-
port", Khoon Goh, at Australia &
New Zealand Banking Group, said.

The country is also grappling with
anew Covid-19 outbreak, but official
data on the scale of it is scarce and
there is little sign that containment
policies will be reimposed.

Senior health adviser Zhong Nans-

: ina o 11 111e  per
week by the end of June, state-back-
ed Shanghai media outlet The Paper
reported last month,

The property sector, which along
with construction accounts for abo-
utaquarterof China's gross domes-
tic product, experienced its "worst-
ever slump" last year, according to
Beijing-based economic consultan-
cy Gavekal-Dragonorhics.

To revive a struggling industry,
the government has pivoted away
from its crackdown on debt toward
amore conciliatory approach sin-
ce November, with targeted sup-
portmeasures for the most financi-
ally sound developers. AFP
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‘Smartphones breakinto

top-fiveclubi

BUSINESS STAMPARD' db

12|

nexports

Up from 9th spot in HS code ranking; value nearly doubled in FY23

SURAJEET DAS GUPTA
New Delhi, 11 June

Smartphones catapulted into the
league of five most exported com-
modities by value, based on their
harmonised system (HS) codes in
FY23, up from the ninth rank in
the pecking order in FY22.

HS is a globally harmonised
identification for a specific
product used for export and
import of the commodity.

Those above smartphones
include various HS codes of
automotive fuels that conform to
certain standards (diesel, aviation,
and motor gasoline) and
diamonds — cut or polished —but
not for industrial use.

According to Ministry of
Commerce data which has been
analysed by the Indian Cellular &
Electronics Association of India
(ICEA), exports of smartphones
(not feature phones which have a

different HS code) nearly doubled,
hitting ¥88,726 crore in FY23,
against 345,000 crore in FY22,
when smartphones were repre-
sented in three HS codes.

India’s ambition, which has
inspired the production-linked
incentive scheme for mobile
devices, is clearly to replace
Vietnam and become the second
largest manufacturing exporter of
mobile phones in the world after
China. However, this might take
along while. In calendar year 2022,
according to estimates, Vietnam
exported $33.3 billion smart-
phones, of which 95 per cent were
Samsung’s (the figure represented
half of Samsung's total output).

China is far ahead and, based
on data available from Statista,
exported $128 billion worth of
mobile phones in 2021. Despite
moving some production to India,
Apple assembles 90 per cent of its
iPhonesin China. Turn to Page 6 %
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L Commodity based on HS* code -

*confirming to standard IS 1460; **other than industrial
diamond Source: Ministry of commerce data analysed by ICEA
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