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A drop in state procurement has fuelled the buzz about impending 
imports. Will that really be necessary? 
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uring the last few weeks, the 
Indian wheat market has been 
all agog with talk of an imlui
nent relaxation in import 

norms to allow the country to import 
the grain - after a gap of six years - to 
cool the prices down. 

The required nUlubers in the buzz 
vary frOlu 2 luillion tonnes to 4 
luillion tonnes, depending on how one 
perceives the luarket to behave in the 
coming luonths. 

At present, India, the world's second 
largest wheat producer, imposes an 

effective import duty of around 44 per 
cent on the grain. 

The iluport buzz has been triggered 
by a drop in state procureluent, which 
for the third consecutive year has stayed 
below the official target of 30 million to 
32 million tonnes. 

Some traders believe that when 
ilupolts begin to descend on the market, 
they will not only lower the prices for 
the dOluestic processing industry 
but also cOlupel hoarders to liquidate 
their stocks. 

Wheat prices in the open luarket are 
luuch higher than the state-Iuandated 
miniluulu support price, or MSP, of 
U,275 a quintal. In fact, in SOlue luarkets 

of Madhya Pradesh, wheat prices were 
luling closer to ~3,000 a quintal a few 
weeks back. 

This unprecedented rise in open mar
ket rates and rUluors that farmers and 
big traders are holding on to their wheat 
crop in expectation of further price 
increases luight be forcing the govern
ment to rethink the need for imports. 

Currently, wheat attracts an effective 
iluport duty of close to 44 per cent and 
Traders say if the iluport duty is reduced 
or abolished altogether, at least 2 luillion 
tonnes of the grain can COlue through the 
southern ports in the next few months. 

The big question here is, are the 
imports required? 
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READING CHOICES 
Possi ble wheat stocks scena rios 

Opening stocks . Procurement 
. Availability 
. Consumption for welfare schemes** 

AvaiiableforOMSS + Closingstoci<stt 
(All figures in million tonnes) 

At 26.5 mt* 7.5 
26.5 
34.0 
18.6 
15.4 

At 27 mt* 7.5 
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* Possi ble scena rio if wheat procu rement is at .... 
**1 nc ludes allocation for National Food Act a nd other 
Welfare Sche me based on 2023-24 al location levels 
:t:l:A closing stock of7.5 million tonnes wheat have to be 
ma ndatori Iy mai ntained at the end of eachfiscal yea r 
Source:Tradersand market participants 

No cause for panic 
A section of traders says the situation 
does not warrant any panic reaction 
because the market - both for the private 
traders as well as in governluent ware
houses - is better supplied as cOlupared 

to last year. Official wheat procureluent 
in 2024-25 (FY25) is expected to be around 
27-28 million; it already surpassed last 
year's level a few days back. 

This effectively means that cOlupared 
to last year, wheat purchases for the 
Central Pool will be higher in the current 
financial year. 

Assuluing that the official purchases 
are indeed 27-28 luillion tonnes, and if 

tion: Will the private sector need the extra 
wheat in the cOluing few months if it is 
already well supplied? 

The PDS question 
In this equation, the casualty could be the 
reduced quantities of wheat in the PDS, 
which since FY23 has COlue down con
siderably. In FY23, India distributed 
around 27.44 luillion tonnes of wheat 

the wheat supply for 
the public distribution . . 
programlue IS maIn- TAKING STOCK 

through the Targeted 
Public Distribution 
System (TPDS), which 

tained at 17-18 luillion 
tonnes, it would effec
tively mean that 
around 8.5 million 
tonnes of wheat will be 
available for open luar
ket operations in FY-25 
(assuluing 7.5 million 
tonnes is kept aside as 
the closing stock of 
FY25). 

FCI sale and offtakeforOMSS and in FY24 came down to 
alluost 16 luillion 
tonnes . 

PDS operations (in million tonnes) 

TOTAL 
• 2023-24 . 2022-23 

27.0 32.6 

1.42 -------, 

1.54 

3.69 

Other Welfare 
Schemes (OWS) 
accounted for another 
1.4-1.6 million tonnes. 

Therefore, the cut 

Last year, the gov
ernment pUluped in 
close to 10 million 
tonnes of wheat from 

TPDS* OWS** Open 
market 

sale+ adhoc 
allocation 

in luonthly wheat 
allocated through 
TPDS will need to be 
carried forward for 
another year, if the 
government wants to 
salvage its inven
tories. The cut has 
been supplemented 

*Tota I includes allocation and 
its inventories to cool offtakeforallwelfareschemes 
down prices through andalsoforOpenSaletocontrol 

1 0 M k Sal prices 
t1e pen ar et e **Dtherwelfareschemes 
Scheme (OMSS) and Source: iGrain India 

by rice, so that the 
total allocation under 
the National Food 
Security Act does not 

ad-hoc allocation. This 
year, it would have 
nearly 8.5 luillion tonnes to intervene in 
the luarket through the above mentioned 
options. 

This is where the need for iluports 
might COlue into play: To cool down 

• pnces. 

Rising supply 
The second big question is whether the 
governluent will need to PUIUP in as 
much wheat into the open market as it 
did last year. 

Some traders say it won't, because 
unlike in FY24, private players and 
millers are well-supplied in the current 
financial year. That apart, the overall 
wheat production in FY25, by all esti
luates, is better than it was last financial 
year. Governluent estimates say the out
put this year is almost 2.4 million tonnes 
more than last year's. 

Although it is difficult to get accurate 
wheat stocks that are being held by pri
vate players in the absence of an open 
declaration systelu, sources say private 
supply lines are better stocked this tilue 
than they were a year back. 

"So, if iluports were not needed last 
year and we could manage through a 
reduced allocation of wheat and by 
replacing it with rice in the PDS (public 
distribution systelu), why can't the salue 
arrangeluent be continued this year as 
well," asks an official frOlu a leading luul
tinational trading finu. 

That brings us to the third big ques-

undergo any 
beneficiary. 

change for the final 

Among these permutations and com
binations, experts say a long standing 
solution to India's wheat problelu and 
bring it back into the global reckoning is 
by realising its full potential yield, as COlU
pared to the current low yields. 

In a recent policy paper, the Trust for 
Advanceluent of Agricultural Sciences 
(TAAS), a think tank based in New Delhi, 
said for India to becOlue a significant 
player in the global wheat luarket again, 
it needed to achieve a surplus that could 
cater to both dOluestic as well as interna
tional deluand. 

For this, the country must push up its 
average wheat yield frOlu the current 3.7-
3.8 tonnes per hectare to at least 5 tonnes. 

SOlue of India's competitors in the 
world wheat markets, namely Mexico and 
China, have yields of allUOSt 6 tonnes per 
hectare. 

"Since the possibility of expansion of 
area under cultivation is liluited, increas
ing the yield per hectare is the main 
option to generate a market surplus of 
wheat," the paper said. 

The yield can be raised by arresting 
the losses due to weeds and pests, which 
in SOlue years can drop the potential yield 
by 20 to 30 per cent, checking nutritional 
imbalance and extensive spread ofvarie
ties that can resist terminal heat. 

Will policymakers follow the 
prescription? 


