CHAPTER TWELVE

INTERNATIONAL TRADE 

12.   INTERNATIONAL TRADE 

12.1
NAFED being an apex organization of marketing cooperatives in India aimed at helping farming community by providing marketing assistance and remunerative prices of their produce.  For enhancing improved price realization of farmer’s produce, NAFED has been in the international trade since its inception.  Due to globlisation of the trade and liberalization of the Govt. policies under WTO regulations, NAFED has to face stiff competition, not only from the private trade but also Multi-national companies.  Though the opportunities have also increased with the advent of globalisation of international trade, at the same time, NAFED has been exposed to various threats due to severe competition.  However, it is in the interest of the farmers that NAFED should have continuous presence in the overseas market.

In order to promote international trade, following guidelines are formulated to be observed by all concerned in branches/ROs and HO.

12.2
Processing of export enquiry

a) No import-export enquiry should remain unattended.  Export enquiry received by International Trade Division (ITD) of HO, concerned commodity division or branch, should be acknowledged and an interim reply be sent preferably on the date of receipt itself.

b) Export enquiry received by ITD(HO) may be sent to the concerned supplying/exporting branch under intimation to the concerned Division in HO on the same date or latest by following day for sending immediate offer by them from the available socks or after taking competitive offer from the open market.  It should be followed up by ITD/concerned Division from HO with the concerned branch in order to know the progress from time to time.

c)
The exporting branch while preparing the offer should carefully work out the costing and final price.  The cost component should cover actual cost of the holding stock, if any.  If costing is higher than the prevailing market rates then offer should be based on the price of competitive offer received from the open market and expenses on shipment to be worked out accurately spread over the entire quantity offered.  While preparing the export costing, it may be ensured that the expenses towards handling, survey, fumigation, clearing and forwarding etc. are at par with private exporters. This will enable preparation of competitive export costing.  The element of unforeseen expenses and expected price fluctuation at a realistic level be included in export costing.  In the case of those commodities where prices behave in a volatile manner, export commitment can be made based on back to back/firm supply commitments plugging risk factors.  While deciding the element of margin and provision for price fluctuation and unforeseen expenses, BM may consult RM and concerned Divisional Head  in HO, keeping in view the quantity, risk factors and other details of the offer.

d)      Before submitting offer to buyer prevailing domestic and international market conditions and the rates being offered by other exporters be ascertained.  It is to be ensured that a competitive offer be submitted to the buyer which has a better chance of materialization into an export order. An unrealistically high offer to buyer may create a negative image of Nafed and the buyer may not revert in future for his requirements.  As such submission of unrealistically high offer to buyers may be avoided.

e)       In case the buyer does not accept the offer and gives counter bid for revising our offer in terms of price, delivery schedule, payment terms or any other relevant terms, the exporting branch should rework the costing including margin and send revised offer.

f)        To reduce our costing possibility of availing pre shipment credit be explored.  Other avenues of financing may also be explored with a view to obtain funds at lowest possible interest rate.  For example, loan in foreign currency attracts a comparatively lower rate of interest.

g)   All the offers needs regular follow up till maturity of contract.  If for any reason, the importer is not in a position to confirm the order or wish to postpone the same, such cases needs follow up at regular intervals.

h)     No sooner the business is confirmed by the buyer it should be acknowledged immediately and be followed up for establishing/opening of LC, signing of contract, submission of PBG, if any, etc. for execution of the export commitment.  In case the confirmation is incomplete or inadequate the exporting branch should further seek details to be sure about the requirements and documentation of the export order. To reduce the risk of variation in actual export sale realization, suitable cover be taken for exchange rate fluctuation of foreign currency.  

i)      The exporting branch is required to complete all formalities relating to port and pre shipment arrangement, cargo shipping and custom clearance as well as insurance through the concerned authorities/agencies.  After completing shipment, Branch is to submit documents at the earliest possible for negotiation/onward dispatch to overseas banks by the fastest mode of dispatch.  Meanwhile complete details of shipment, i.e. name of vessel with ETA, ETD at the destination, cargo details etc. be sent to buyers over fax/ email immediately.

j)      Since time is the essence of any business, more so in international trade, all actions right from the receipt of export enquiry to execution of the order, needs prompt actions by exporting branch, concerned division and ITD HO exhibiting a professional approach.

12.3
Terms of payment

The terms of payment are one of the effective instruments in attracting the foreign buyer for placing order.  Exchange Control Regulations, trade practices and financial position of the buyer govern the payment term.  

However, while deciding the terms of payment it should carefully be understood in terms of time involved and surety of getting payment and documentation required for receiving payments. The best mode for receiving payment is through confirmed irrevocable letter of credit opened through first class bank of international repute, without recourse to the drawee for 100% payment on presentation of documents at sight through our bankers.

12.4
Payment under LC is available only if the tendered documents are correct.  Quite often documents are rejected on first presentation because either they are incomplete or incorrect.  Therefore, it is essential to check that the letter of credit:-

i) is of the type agreed, e.g. irrevocable and confirmed or just irrevocable.  If confirmation is agreed, the same should be obtained at buyer or sellers cost, as the case may be.

ii) Has an expiry date that is sufficiently far ahead for the goods to be shipped and the required documents obtained and presented in time.

iii) Has terms and conditions that can be met and that the required documents can be obtained exactly as called for.

iv) For correct spelling and mistakes, if any, should be taken up immediately with the buyers.

If an amendment or extension is necessary, the buyer should be requested immediately to instruct the issuing bank to do so, accordingly.

12.5
Other most commonly accepted mode of payment in export business is Documents Against Payment(DAP) where exporter exercise lien on goods till payment of exchange bill is made by the buyer and thereafter export documents are to be handed over to the importer.  No sooner documents are released by the bank as per the terms of payment or on specific advise of the exporter, he does not hold any control on goods.  Documents Against Acceptance (DA) is another mode of payment widely accepted in the international trade wherein the exporter draws a usance or time bill on the importer (through the bank) for acceptance to make payment on due date before the shipping documents are handed over to him.

12.6
Any alternate mode of payment such as DP/DA, can be considered keeping in view the creditability of buyer, element of risk, period of payment and quantum of business.  For accepting payment mode other than LC, specific approval on the recommendation of RM/ from concerned Divisional head in HO be taken by the exporting branch before agreeing with the buyer.

12.7
Efforts should also be made by the branch to get payment from the negotiating bank on presentation of documents as per the terms of LC etc., at the earliest on completing the shipment.  In the event of any deferred payment (DP/DA) a close watch is to be kept for realising sale proceeds in time.  

12.8
Branch should also initiate action for claiming export incentives as per the procedure outlined in the exim policy.

12.9
Role of international trade division

The role of ITD in HO will be that of explorer, facilitator and coordinator of import-export business which shall be executed by the exporting branches in consultation with commodity division.

12.10
Authorisation for undertaking export/import business

Branches/ROs shall carry the same authorisation/delegation of powers for undertaking export/import business as per the approved budget of the Federation. In case commodity is not budgeted in Nafed’s Business Programme, separate approval be taken from the concerned authority.

12.11
Purchases for exports

The Committee comprising of the following officials is authorized to finalise purchases of the commodities required for export:-

i) Branch Manager;

ii) Sr. most officer from the Marketing Division of the branch

iii) Sr. most officer from the Accounts Division of the branch

iv) Dealing official in Marketing wing of the Branch and shall act as Secretary of the committee.

BM should authorize next senior most member of the committee to act on his behalf during his absence.  However, the available committee members should interact with him over phone, if possible apprising him the progress.  In such situation concerned RM should also interact with the committee members.

12.12
Empanelment of vendors/ brokers

For facilitating export a list of vendors/brokers for supply of different commodities has to be maintained by the exporting branches. In order to avail tax exemption and to make export offers more competitive, maximum number of manufacturers/suppliers having their units in export processing zones should be enrolled for supplies.  International Trade Division in HO will give public notice through its web site inviting applications from interested parties for enlisting them by the branches. It may be advisable to enroll them as nominal members of the Federation.  This list can be revised periodically.

12.13
Inviting offers from suppliers

Whenever offers are to be sent to overseas buyers, quotation should be invited from the registered suppliers over email, fax or hand delivery in the respective branches who shall maintain proper record of offers so received.

12.14
Procedure for sending export offer

The exporting branches shall send direct offers to the buyers on the basis of firm supplies/holding stocks under intimation to concerned Division/ITD and Regional Office alongwith break up of costing. At HO level offers for import/export business can also be sent by concerned Division/ ITD on the basis of firm supplies and costing informed by the concerned exporting branch.  Copies of the offer should be sent to the concerned exporting branch/RO.

12.15
Samples

The branch concerned must keep adequate samples of the stock offered/to be exported to the overseas buyers for reference and a representative sample should also be sent to concerned Division in HO.

12.16
Services of foreign agents

a)
In order to widen our export operations, efforts should be made to explore new markets and secure business for which services of foreign agents may be utilised wherever required.  The agent’s commission shall be within the provisions laid down by the RBI.  Such commission can be fixed depending upon the market conditions, services rendered and prevalent trade practices.  The services of the foreign agent can be classified in the following categories:-

Nature of agency



Competent authority to approve
Agent for a particular country/

Managing Director


area for a fixed period say for 1 

or 2 years.

Agent for participation in tenders

A committee comprising of RM/BM

floated by overseas buyers, 

Sr. Personnel from the A/c. Deptt.

particularly, Govt. agencies for a 

in the branch

specific service/period.

Foreign agents who have generated export business for NAFED on 
their own, Commission to be charged/paid as a part of the price.

b)
Commission shall be paid to the foreign agent only after realisation of entire export proceeds and release of performance bank guarantee, if any.  However, as per operational exigency the Divisional Head may release the agents commission for quantities for which full payment has been received from the overseas buyers and there is no claim/dispute.

c) 
In the event if services of a local agent becomes inevitable for securing business, approval of the competent authority be taken before negotiating and making such commitments.

12.17
Import

a)
Import of agricultural commodities by NAFED can be considered for the purpose of increasing turnover and income generation.  Depending upon the economic viability, imports can be undertaken of those items which are in demand/likely demand in domestic market.  Branch Managers may keep a close watch for such commodities/proposals and after taking approval from the concerned division in  HO on a specific proposal, import may be arranged from the established and dependable overseas suppliers.

b)
Import should be made on most competitive prices and in economical manner so that its landing cost should remain competitive and give profits.

12.18
Long term strategy

a)
As a long term strategy for commodity/group of commodities, continuity should be maintained subject to import/export policy of Govt. of  India.  However, volume of trading can be regulated depending upon the profitability.

b)
Efforts may be made to undertake imports to avail duty exemption benefits against our own exports.  This may be done after proper assessment of market conditions and disposal prospects of proposed import cargo.

c)
A consistent and constant follow up is to be maintained for having a long term business relationship with the existing overseas parties and also to establish new contacts for increasing volume of international trade.  Continuity in the market and constant touch with the buyers can establish NAFED’s image as a dependable supplier in overseas markets.

d)
Export market is to be explored through a process of constant market survey/analysis and as and when opportunity arises it should promptly be availed.  BMs have to look for buyers for commodities handled by them.  They may also look for overseas demand from the buyers and in tune with domestic supplies. 

e)
In the event if the costing of the holding stock is higher than ruling rates in the domestic market, for export purpose local purchase can be made for getting better margins, as per the laid down procedure.  Possibilities for future demand should also be explored and keeping in view the same, necessary preparation of stocking or sourcing should be made well in time for availing suitable opportunity.

f)
On lifting of quantitative restrictions on imports, there are business opportunities to act as an agency of the overseas exporters (suppliers) on long-term basis on mutually agreed terms and conditions.  Such opportunities be exploited after due approval of competent authority.
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