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1. Introduction

reported to be one of the fastest growing economies

in the world (World Bank, 2018) ). Among the var-
ious sectors contributing to the growth of the economy,
food is one of the fastest growing sectors owing to fac-
tors such as rising middle-class and per capita income,
greater consumer awareness and diversification of food
habits (Kumar, 2016) . Economic theory suggests that
per capita incomes and the general price levels are the key
determinants of demand for consumer goods, but the level
of demand may be expected to be modified by consumer
tastes and preferences (Food and Agriculture Organiza-
tion, 2011) P!, There is also an increase in the demand for
imported food products in India due to lowering of tariffs
under trade agreements ' (Hejazi et.al, 2019) such as that
with the Association of South East Asian Nations (ASE-
AN). All these factors are leading to a growth in food
products imports. India’s imports of food products in-
creased from US$4.71 billion in 2005 to US$24.35 billion
in 2017 ¥, reporting a growth of 45 percent on a year-on-
year basis. In the year 2017, India became the 15" largest
food importer in the world with a share of 2.03 percent in
total world food imports '*'.

According to UN Comtrade (2018), in 2017, Indone-
sia and Ukraine were India’s top import partners of food
products accounting for a share of 22.3 percent and 10
percent, respectively. Other top countries exporting to
India include Australia (8.59 percent), Malaysia (6.46 per-
cent) and United States (5.34 percent). In the same year,
by region, ASEAN and European Union (EU) countries
accounted for a share of 33.37 percent and 13.38 percent,
respectively, in India’s food import basket. India imports
raw materials, intermediary products and final food prod-
ucts. Raw materials and intermediary products are used
by the food processing industry while final products reach
the consumers through store and non-store retail formats
(World Bank Group, 2019) . In 2017, India’s top items
of imports included palm oil, leguminous vegetables, sun-
flower oil and nuts. The top 10 products together account-
ed for a share of 85.6 percent of India’s total import value
(UNComtrade, 2018).

With respect to market size, the Indian food and gro-
cery market is the world’s sixth largest, with retail con-
tributing 70 percent of the sales. India's food retail market
is estimated at US$ 487 billion in 2017 and is expected to
reach US$ 827 billion by 2023, growing at a compound
annual growth rate (CAGR) of 9.23 percent (ASSOCHAM
and TechSci Research, 2016) *. By 2020, food and gro-
cery segment is expected to account for 66 percent of the

India, with a growth rate of 7.3 percent in 2019, is
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total revenues in the retail sector . A number of Indian
corporate and foreign companies have entered into vari-
ous segments including food manufacturing, retailing and
supply chains. Companies have established both busi-
ness-to-business (B2B) and business-to-consumer (B2C)
operations and a variety of store and non-store formats are
being tried out in the market, among which e-commerce is
growing at a fast pace.

Indian government is encouraging foreign investment
in food processing through incentives such as allowing
100 percent foreign direct investment. Several initiatives
have been taken by the government in recent years to im-
prove ease of doing business and reduce the compliance
burden through use of technology. As signatories to the
World Trade Organization’s (WTO) Trade Facilitation
Agreement, India is also taking measures to implement
trade facilitation initiatives, including initiatives to im-
prove transparency (web publication of compliance infor-
mation, prior consultation, enquiry points, notification of
alerts), efficiency (electronic processing, single window,
international standards, co-ordinated border management),
and predictability (pre-arrival processing, separation of
release and clearance, authorised operators, risk manage-
ment, post clearance audit, advance ruling) (Bolton, 2019)
% In line with global developments, Indian Government
is inclined towards increased use of technology and auto-
mation for scientific risk analysis, risk assessment (high
or low risk), risk communication, fast track import clear-
ances, online licensing and registration, etc. This, on the
one hand, is expected to ensure a high level of food safety
and standards, uniformity of processes and practices and,
on the other, is expected to ensure compliance with global
agreements and standards, transparency, clarity of pro-
cesses and better communication and implementation of
uniform standards and processes within and across differ-
ent agencies in the food chain """,

In this regard, the role of the Food Safety and Stan-
dards Authority of India (FSSAI), the nodal agency for
ensuring food safety and quality standards, is complex.
The FSSAI and allied agencies such as plant and animal
quarantine agencies have to ensure that imported foods
adhere to safety requirements such as the maximum per-
mitted level of pesticide and other chemical residues and
are free of animal and plant borne diseases. They have to
also ensure that regulations should be based on scientific
evidence and are in conformity with international norms
and regulations and should not be treated as a non-tariff
barrier to trade. The FSSAI is required to use technology
and automation to ensure India’s commitments in WTO’s
Trade Facilitation Agreement.

The FSSAI has taken a carefully designed approach to
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reforms and automation, aiming to improve the business
regulatory environment over the course of several years.
It has set up standards for food products and is trying
to align them with international standards to ensure that
Indian consumers have access to safe and hygienic food.
To improve ease of doing business and reduce compli-
ance burden for importers and other stakeholders, it has
introduced 28+ micro sites/portals catering to specific use
cases around the food operations. While some of these are
applicable to imports only, others are either applicable to
the domestic market only or to both imports and domestic
market.

These efforts have resulted in gains for India in terms
of improvements in World Bank’s overall Ease of Doing
Business ranking — India’s rank has risen from 142 in
2014 to 77 in 2018 out of a total of 190 countries surveyed
[ (see Table 1.1). According to the Doing Business 2019
report, one of the factors that contributed to improvement
in India’s ranking includes introduction of / improvement
in electronic submission and processing of documents for
imports.

Table 1.1 Ease of Doing Business Ranking - India vis-

a-vis selected Developed and Developing and Countries
[13,14,15]

Source: Compiled from World Bank’s Doing Business Reports

India’s scores in the sub-categories like Documentary
Compliance (documentary requirements of origin, destina-
tion and transit economies) and Border Compliance (cus-
toms regulations and inspections at the border) have shown
over 50 percent improvement in time parameters and nearly
33 percent improvement in cost parameters. However,
compared with selected developed countries like the United
Kingdom (UK) and Germany and developing countries like
China and Singapore, India’s rank on select sub-indices
shows that cost and time involved in importing food prod-
ucts into India is significantly high (see Table 1.2).

Table 1.2 India’s Performance on Select Sub-Indices Related to Imports vis-a-vis select Developed and Developing
Countries !

16,17]

Source: Compiled from World Bank’s Doing Business Reports

Table 1.3 India’s Performance on the Logistics Performance Index vis-a-vis Developed and Developing Countries "*'”
2014 2018 2014 2018 2014 2018 2014 2018 2014 2018
54 44 5 7 28 26 4 9 1 1
3.08 3.18 4.0 4.0 3.53 3.61 4.01 3.99 4.12 4.40
65 40 3 6 38 31 5 11 2 1
58 52 2 6 23 20 6 8 1 1
44 44 6 15 22 18 12 13 4 4
52 42 8 3 35 27 5 7 3 1
57 38 11 8 29 27 5 4 1 2
51 52 9 6 36 27 7 5 4 3
2 2 1 1 3 3 1 2 1 1
1 1 0 0 2 3 1 1 1 1
22 19 5 2 6.72 4 3 2 3 2

Source: Compiled from World Bank’s Logistics Performance Index Reports available at https://Ipi.worldbank.org/ (last accessed 7 May 2019)
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Further, according to the World Bank’s Logistics
Performance Index, compared to Singapore and China,
India’s overall ranking in logistics performance is also
quite low (see Table 1.3). India lags mainly on account of
gaps in port infrastructure, quality of logistics facilities,
tracking and tracing of cargo, and proportion of physical
inspections.

The report of theLogistics Development Committee,
Economic Advisory Council to the Prime Minister (EAC-
PM), October 2018, pointed out that the low ranks of
India in various indices can be attributed to limited use
of information technology (IT) and automated solutions
2% In India there is excessive reliance on paperwork
and manual intervention in the import clearance process,
which leads to delays, uncertainties, border issues, etc.
[Indian Institute of Foreign Trade (IIFT), 2012] ", This
is also evident from the policies and implementation plan
of different agencies involved in the food import clear-
ance process. For instance, the system of pre-shipment
document filing and advance verification is mandatory in
the online platform of Customs known as ICEGATE, but
the FSSATI’s Import Regulation 2017 states that only upon
arrival of the consignment at the port of entry, food clear-
ance process should start . Thus, FSSAI is yet to adopt
pre-shipment clearance.

While many studies have been conducted on identify-
ing the existing gaps in implementation of trade facilita-
tion in India, there are hardly any that present solutions
specifically for streamlining the imports and improving
ease of doing business (Dun & Bradstreet, 2018) **'. This
paper aims to fill this lacuna. The objective of this paper
is to (a) provide an overview of the food import clearance
process in India (b) identify issues in the import process
and (c) make recommendations on how to streamline the
process using technology and automation. It presents how
IT solutions can be used to streamline processes and in-
ter-agency coordination, provide easy access to the Indian
market, especially for SMEs, reduce time taken in clear-
ance and tracking of food products and help to improve
food safety and public health.

The layout of the paper is as follows; Section 2 pres-
ents the research methodology; Section 3 focuses on an
overview of the food import process in India. The key
findings of the primary survey are presented in Section 4,
while the issues raised by the survey participants are ana-
lysed in Section 5. Section 6 presents the way forward to
streamline the food import clearance process and enhance
ease of doing business through the use of technology.

2. Methodology

The study is based on secondary information analyses
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and a primary survey funded by the Foreign and Com-
monwealth Office (FCO), UK. The survey was conducted
between November 2018 and March 2019. The survey
covered a total of 150 stakeholders including foreign
companies importing food products into India, industry
associations, embassies, logistics service providers, and
policymakers. The survey participants were selected ran-
domly. The sampling framework is given below (see Table
2.1).

Table 2.1 Sampling Framework

50 (35 companies
and 5 associa-
tions)

Source: Primary Survey

The survey was conducted using open-ended,
semi-structured questionnaires, to identify the following:

(1) Identify the challenges to ease of doing business in
India, specifically with respect to the regulatory challeng-
es;

(2) Identify the key issues faced by the companies in
importing food products into India;

(3) Analyse how foreign companies perceive the Indian
market - this is presented using a linear probability model
(detailed in Section 4.1);

(4) Test the hypothesis that whether or not certain vari-
ables like duration of company’s presence in India, tech-
nology implementation and ease of communication with
government and a functioning risk management system
have an effect on the ease of importing food products into
India;

(5) Get stakeholders’ inputs on how to streamline the
process and improve the overall ease of importing food
into India

During the survey the respondents were asked about
the tenure of their presence in the Indian market. Survey
participants were asked about route to entry into the In-
dian market and questions were asked about their current
business models. Participants were also asked to list out
the top challenges faced by them when importing food
products into India and they were asked to list their sug-
gestions for the government and FSSAI.
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Based on their responses, an empirical scorecard rep-
resenting the barriers/issues to food imports is presented
using the following methodology:

(1) A list of issues/barriers (including sub-barriers) for
developing the scorecard were identified based on an anal-
ysis of different secondary sources including Digital Book
on IT Projects by IT Division, FSSAI, FSSAI’s Food Reg-
ulatory Portals, FSSAI’s Manual for Food Safety Officers,
Food Safety and Standards (Food Safety Auditing) Regu-
lations, 2017, among others.

(2) The respondents were presented with a list of bar-
riers and indicators within a barrier (sub-barriers) and
were asked to rank them on the basis of the severity of the
indicator. The rank of each indicator is a quantitative val-
ue, which is perception based and is on a scale of 1 to 5
(worst to best). A low rank indicates a severe issue and the
reverse is true.

(3) After the transformation, the average of all the indi-
cators within a barrier (sub-barriers) was calculated to find
the overall score of the barrier. All scores were presented
on a scale of 1-5, where ‘1’ implied to “most severe” and
‘5’ implied “least severe”.

Based on a comparative analysis of the ranking of dif-
ferent sub-barriers, a scorecard was developed for barriers,
and issues related to food imports in India were identified.
To mitigate these barriers a list of reform measures is de-
tailed for streamlining the food import clearance process
and ease of doing business.

2.1 Testing Framework and Limitations of the
Study

For an analysis of how foreign companies perceive the
Indian market and test the hypothesis that whether or not
certain variables like duration of company’s presence in
India and technology implementation affect ease of im-
porting food products into India, a perception based sur-
vey was conducted and tested using a limited dependent
variable model - the Linear Probability Model (Ben-Akiva,
McFadden and Train, 2019) #*.

In addition to this, using qualitative methods, we
test the hypothesis that whether or not factors like easy
communication with government agencies, use of IT in
processes and functioning risk management systems, pos-
itively contributes to the process of importing food into
India. However, a limitation of this study is that the model
does not establish causality and it also suffers from a lim-
ited sample size.

3. Food Import Clearance Process in India

Many government institutions are involved either directly

22 Distributed under creative commons license 4.0

or indirectly in the food imports surveillance. The differ-
ent government departments and agencies involved in the
food import clearance process along with their role are
presented in Table 3.1.

Table 3.1 Government Bodies and their Role in the Food
Import Clearance Process

Role

Importers have to register with the
DGEFT, which issues an Import-Export
(IE) Code to the importers, which is
mandatory for imports. The DGFT also
provides a list of free, prohibited and
restricted items through its ITC-Harmon-
ised System (HS) Import Policy and the
importers are required to check it before
importing any product (food and non-
food).

Customs in India is managed by the Cen-
tral Board of Excise and Customs. It is
mandatory that all imports entering India
(food or non-food) have to be cleared by
the Customs.

FSSALI is the nodal agency for regulating
imports of food products into India. It
sets food safety standards and regulations
that every food importer is required to
adhere to and possess a valid FSSAI
Import License for food imports.

DPPQS regulates imports of agricultural
commodities (Regulation of Import into
India, Order 2003) in India. It inspects
imported agricultural commodities for
preventing introduction of exotic pests
and diseases harmful to Indian fauna and
flora.

DAHDF regulates imports of livestock
and livestock products (Livestock Im-
portation Act, 1898) in India. It inspects
imported livestock and livestock products
to prevent entry of any exotic livestock
diseases into India.

Legal Metrology’s role is to establish
and enforce standards of weights and
measures, regulate trade and commerce
in weights, measures and other goods
which are sold or distributed by weight,
measure or number. As per the Legal Me-
trology (Packaged Commodities) Rules,
2011, all the pre-packaged food com-
modities that are imported or domestical-
ly produced, are required to comply with
certain mandatory labelling requirements
with respect to net quantity, maximum
retail price and customer care informa-
tion.

Source: Author’s Compilation

Among these agencies, the FSSAI is responsible for

DOI: https://doi.org/10.30564/jesr.v2i3.841



Journal of Economic Science Research | Volume 02 | Issue 03 | July 2019

regulating and governing food safety and for both imports
and domestic compliance. For importing food products
into India, the importers need an Import-Export (IE) Code
given by Directorate General of Foreign Trade (DGFT)
and a FSSAI import license.

3.1. Imports of Food Products into India

The FSS (Import) Regulation, 20170f FSSAI lays down
the procedures for clearance of imported food products.
As of February 2019, there are around 578 points of entry
of the Customs"™, of which there are 417 points of entry
from where consignments carrying food products enter in
India. By contrast, most countries have a few designated
ports of entry for food products - for example, there are
around 25 designated ports of entry for food products in
the UK,

As of December 2018, on behalf of FSSAI, the Cus-
toms issue clearance certificates for food import at 396
locations/port of entries while FSSAI officials handled the
process at 21 locations/port of entries ™. This is primari-
ly due to the shortage of FSSAI staff. In locations where
the Customs handle the clearance process, the Customs
officers are appointed and trained by the FSSAI — they are
designated as Authorised Officers (AO).

At the point of entry of food products, Customs coor-
dinates with the different government agencies as shown
in Figure 3.1. They work closely with the FSSAI for food
safety and standards related clearances and the DPPQS
and the DAHDF, for prevention of pest-infestation in
plant-based and animal-based food products, respectively.

Figure 3.1 Coordination between Different Government
Bodies: Food Import Process

Source: Author’s Compilation*

* The arrow signs indicate the direction of information sharing between
the agencies. The Customs take inputs from all the key agencies i.e.
DGFT, FSSAI DPPQS, DAHDF and Legal Metrology. However, it
shares information with only the FSSAI, DPPQS and DAHDF as these
agencies are directly involved in the import clearance process. The FS-
SAI being the nodal agency in setting standards related to food safety, it
takes inputs from other standard setting agencies such as the BIS, Direc-
torate of Marketing and Inspection (for AGMARK), Tea Board of India,
etc.

The import clearance process of FSSAI is presented
in Figure 3.2. Broadly the process involves, document
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check, physical inspection, sample collection, laboratory
testing, uploading documents on Internet Food Laborato-
ry Network (INFOLNET) and clearance of consignments
based on laboratory test results. While some errors such as
labelling errors are rectifiable at the port of entry for oth-
ers (as in the case of chemical contamination) the product
may have to be shipped to other destinations or even de-
stroyed. For the purpose of regulating food imports and
granting clearance, the FSSAI has an online application
system called the Food Import Clearance System (FICS),
which is integrated with the Custom’s online system for
import clearances ICEGATE. In order to execute linkages
between ICEGATE and other participating agencies, the
Central Bureau of Excise and Customs (CBEC) has imple-
mented an online message exchange between ICEGATE
and FICS ¥,

Food Item Referred to FSSAI Approval

Application Filed at FICS
— >
Visual Inspection
Acceptable

?

Sent Back to Fill out Missed Details

Sample Forwarded to Laboratory

Sample ID Mapping with INFoLNet ‘

Auto Laboratory Selection

Rectifiable Discrepancies

Duplicate Sample Sent to

Referral Lab

Appeal for Retesting

i j T Em

Non-Conformance Report No Objection Certificate

Release Order Generated
hv FICS

Figure 3.2 Food Import Clearance Process of FSSAI

Source: Extracted from Manual for Food Imports, FSSAI, avail-
able at. https://www.fssai.gov.in/dam/jer:7fc2d5£5-3¢70-4dfb-b855-
2f1de8142007/Food_Imports Manual 08 11 2017.pdf (last accessed
February 13, 2019)

In addition to the FSSAI, DAHDF and DPPQS, there
are some government departments like the Legal Metrolo-
gy which sets standards for weights and measures of prod-
ucts including food. Apart from this, there is the Bureau
of Indian Standards (BIS) and other agencies such as the
AGMARK, whose standards are applicable for specific
food product imports. While BIS sets voluntary standards
for all domestic food products, the standards set by BIS
for certain products such as bottled drinking water, infant
milk and milk powder, has been made mandatory for im-
ports by the FSSAI. Thus, there can be issues with mul-
tiple agencies, overlaps in regulations and standards and
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implementation them in a manner which can discriminate
against foreign suppliers.

To examine the experience of foreign companies and
their business partners, identify the gaps and issues faced
by importers of food products a primary survey was con-
ducted in India and its findings are given in the following
section.

4. Primary Survey and Findings

The aim of the primary survey was to:

(a) Understand the perception of foreign companies
about the Indian market

(b) Identify the key issues faced by the companies in
importing food into India

(c) Identify the different operational aspects that are
impeding the ease of operating in the regulatory environ-
ment in India and,

(d) Take inputs from stakeholders’ to improve the over-
all ease of importing food into India

4.1 Perception about the Indian Market

Over the past five years, there has been an increase in in-
terest of foreign companies in the Indian food market. The
success of a foreign company in India depends on vari-
ous factors including government policy, import process,
demand for the product, its own business model, brand
building and promotional activity and its go-to market
strategy. According to importers and India-entry strategy
consultants, in India, it is extremely important for the
foreign companies to (a) know the market and processes;
(b) price their product appropriately; (c) identify their
competitors, the products of the competitors and their
price points and (d) engage right distributors, retailers and
logistics partners.

The companies surveyed, pointed out that it is not dif-
ficult for them to meet Indian food safety and standards
based on scientific evidence. However, while operating in
the Indian market, there may be issues such as delays in
product approvals, or limited product approvals, labelling,
or lack of recognition of certificates/protocols, etc.

All importers said that they try to import products that
have a demand in India. The demand depends on two key
factors: (a) knowledge about the cuisine and (b) its af-
fordability/price point. Indian consumers have knowledge
about certain international cuisines like Thai, Chinese,
French, Italian, Mexican and Mediterranean, and hence
there is a growing demand for food products and ingredi-
ents related to these cuisines. A lot of the ingredients like
the Thai ginger are now grown in India, to tap into price
sensitivities and affordability. International companies
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trading these products benefit too. For instance, the survey
found that, Indians have a fairly good knowledge and a
strong preference for whiskey, beer and other alcoholic
beverage from the UK and that constitutes more than 90
percent of the import from that country. This has been
due to significant marketing initiatives by the UK govern-
ment and industry associations. The UK food and drink
organizations and industry associations in India such as
the International Spirits and Wines Association of India
(ISWAI) have worked hard to promote alcoholic beverag-
es and address barriers to its import, and in that, they have
been very successful. The survey found that a product
specific promotional strategy like the Spanish government
did for promoting olive oil in India, leads to fast growth
in demand for the product in the Indian market. Thus, it
is important for the foreign businesses and their industry
organizations and Embassies to promote the products in
India. They may start with a list of 5-6 products and pro-
mote and market it extensively in India.

The importers pointed out that affordability of the
product is another key determinant of import. The Indian
market is highly price sensitive. A low priced product
becomes a premium product in India after adding import
duties, margins of importers, distributors, retailers and
logistics costs. While incomes are rising, the consumers
of premium products are limited. A number of food re-
tailers, including organized retailers do not keep premium
products in their stores due to the lack of demand. There
is uncertainty related to imports and Indian retailers and
distributors are concerned about having a reliable process
of product delivery to the shelf. Therefore, they prefer to
source locally. Specifically, with reference to the foreign
companies, importers pointed out that companies from
some EU Member countries for example the UK compa-
nies often keep a high margin and price their product at a
premium range compared to products from China, Thai-
land, Vietnam and other EU Member States such as Italy.
The high price of the products along with high margin of
the companies, tariffs in India and logistics and other costs
almost doubles the price of the products, compared to
what is offered in the home market. It makes the product a
premium product which affects sales in India. Therefore,
given this risk, Indian importers often cannot or do not
want to import such products where the exporters expect
high price margins.

The perception of foreign companies about the Indian
market and the food import process depends on the dura-
tion of their presence in India, their experience in identify-
ing the right business partner and in setting up the import
process, their experiences in bringing their consignments
through a specific or multiple ports of entry and their ex-
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periences in interaction with different government agen-
cies and departments.

In order to empirically validate the claim that foreign
companies’ success depends on their duration in the Indi-
an market, we ran a simple OLS (ordinary least squares)
regression using a linear probability model. In this model,
the success of a company is binary dependent variable
which takes the values “1” or “0” to denote “success”
or “no success” respectively. This binary variable is re-
gressed on a variable for duration which takes the value of
“0” if the company has been in India for less than 2 years,
takes the value of “1” if the company has been in India for
2-5 years and takes the value of “2”, if the company has
been in India for more than 5 years. As can be seen from
the Table 4.1, the empirical exercise proves that duration
has a significant positive impact on the success of a for-
eign company in India. The model shows that companies,
who are in India for more than 5 years have a 58 percent
chance of success in the market. Since, linear probability
models tend to be heteroskedastic, the model uses robust
white standard errors (in parentheses) for inference.

Table 4.1 Relationship between the Duration of Presence
and Success of a Food Business Operator using Linear

Probability Model
Success
Duration 0.296%**
(0.0523)
Constant 0.0517
(0.0795)
Observations (N) 127
R-squared 0.158

Notice: *** p<0.01, ** p<0.05, * p<0.1

On an average, it takes a foreign business 2 years to
identify a consultant and prepare a go-to-market study,
identify and do due diligence of the local partner/importer,
set up the import process including product approval from
the FSSAI, test market the product and then establish
manufacturing facilities or local sourcing/supply chain.

Companies pointed out that India’s dynamic food mar-
ket presents a plethora of trade and investment opportu-
nities for the foreign companies across the value chain,
ranging from the introduction of novel consumer food
products and technology upgradation to establishing cold
chain and logistics infrastructure.

Most foreign companies are interested in establishing
their presence in the Indian market. India is a large and
growing and market, and with rising disposable incomes,
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changing tastes and preferences of Indian consumers, de-
mand for food has increased over the years. When asked
about their perception of and what attracts foreign compa-
nies to India, the following responses emerged as the top
5 factors attracting foreign food businesses into India (see
Figure 4.1). Other factors, like political stability or culture
had a share of less than 25 percent. Overall, foreign com-
panies have a positive perception of the Indian market,
due to its large population and growing demand. This is
directly linked to their interests in investing in and estab-
lishing presence in the Indian market for food and drinks.
The foreign companies are aware about price sensitivity
of Indian consumers and hence they are trying to find out
the right strategy in terms of market positioning, product
packaging and offering, before entering the market.

High growth 85%

Rising per capita income 83%

Large market 81%

Government incentives, reforms and liberalisation 75%

Diversification of food habits 72%

Figure 4.1 Perception of the Indian Market

Source: Primary Survey

Many large foreign food companies are either present
in India or they are trying to establish presence in In-
dia through multiple routes. Companies like Hindustan
Unilever (subsidiary of Unilever Global-a British-Dutch
company), Nestle India (subsidiary of Nestle S.A. Swit-
zerland) and Amway India Enterprises Private Limited
(subsidiary of Amway Global-US-based company) have
been operating in the Indian manufacturing sector for a
long time and have successfully captured the market. In
India, companies such as Metro Gmbh (Germany) and
Walmart (US) operate under the wholesale cash and carry
segment, and have around 27 and 23 outlets, respective-
ly. Diageo India, which is a subsidiary of Diageo UK,
established its presence in the Indian market by acquir-
ing the Indian alcohol beverage company United Spirits
Limited. While many global companies have established
their presence in India, other large companies like Wattle
health (Australia), Waitrose and Partners (UK), Holland &
Barrett (UK), Dr. Oetker and Lavazza (Germany), etc., are
only importing into India. They are currently importing
products and depend on their partners in India, for product
selling, guidance on product range, etc. In the e-commerce
sector, leading global players such as Amazon.com, Incor-
porated (US) have a major presence in the country.

The survey found that while a number of large compa-
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nies have established presence or are planning to establish
their presence, small and medium enterprises (SMEs)
from overseas have not been successful in penetrating the
Indian market. These SMEs offer innovative products and
technology, and if they enter into partnership with Indian
companies there are mutual gains and both partners can
grow in global markets. This is mainly because of the
gaps in the import clearance process.

4.2 Communicating with the FSSAI: Role of
Technology

In terms of regular consultations and engagements be-
tween the FSSAI and stakeholders, the survey found that
50 percent of the respondents state that they have a “very
good working relationship” with the FSSAI team at the
centre and they regularly interact and participate in con-
sultations with the FSSAI. However, when asked, they
pointed out that it is “extremely difficult” to get infor-
mation on the food import process and FSSAI initiatives
online. They have to fix appointments and physically visit
the FSSAI office and technology interventions are limited
and there are hardly any 24x7 online helpdesk or chatbot
to resolve queries.

The survey found that while 85 percent were aware of
some of the IT initiatives taken by the FSSAI to stream-
line the import process, but their enforcement in terms of
stakeholders’ consultations using IT, access to information
on website, grievance redressal online and one-stop web-
site providing complete information is limited (see Figure
4.2).

Stakeholders' consultations online is limited 65%

Notifications of regulatory changes online is limited 75%

Grievance redressal online is limited 85%

No one stop website 90%

Figure 4.2 Respondents’ Experience of Communicating
Online with the FSSAI

Source: Primary Survey

Respondents pointed out that the process of interac-
tion between the government and stakeholders needs to
improve, especially when it comes to introduction of new
notifications/changes to regulations. Overall, there seems
to be a large group of stakeholders who are either not in-
vited to participate in the consultation process or may not
have been connected to FSSAI through emails resulting in
gaps in communication about certain changes in policies.
For instance, during the survey it was found that a number
of stakeholders were not aware of the FSSAI Draft Label-
ling and Display Regulation, 2018 and FSSAI

Advertising and Claims Regulation, 2018, which were
due to be implemented soon.

In case of communication with the different govern-
ment bodies, their experience varies. According to stake-
holders, in case of a problem at the operational level at
ports, if queries or issues can be cleared through helpline
or e-mails, it would have saved time. Overall, the response

Table 4.2 Stakeholders’ Inputs on the Online Processes

Yes Yes Yes Yes
Yes No It is available only for the | It is available only for the process of
process of getting an SIP applying to get an SIP
Yes No Yes Yes
BIS website does not state which BIS
There is an online portal | standards are mandatory for imports.
for registration of appli- | According to BIS, its standards are
cations to grant a BIS | voluntary. BIS confirmed that FSSAI
Not Applicable No license, irrespective of the | had made their voluntary standards
applicant being an import- | for domestic market mandatory for
er or a domestic manufac- | imports, for products like packaged
turer drinking water, infant formula, milk
powder etc.

FSSAI website provides a link to AGMARK website and AGMARK website provides a link to FSSAI website without
clearly specifying the role of the importers

While over the years FSSAI and Legal Metrology have tried to align their regulations related to weights and measures, the
information is not consolidated

Source: Primary Survey and Respective Government Websites
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to online communications across all government depart-
ments involved in food import process is low and there is
a strong preference for face-to-face interactions.

In terms of availability of information, 90 percent
of the respondents pointed out that there is no one-stop
website providing complete information about the food
import clearance process for different product categories
(see Figure 4.2). Further the respondents were probed on
awareness of the availability of information on import
clearance processes online by different agencies. Their
responses were analysed and are presented in Table 4.2.

To simplify the process the FBOs are advised to ap-
point an “FSSAI consultant” for ease of communicating
with the FSSALI This acts as a barrier.

4.3 Availability of Import Guidelines by Product
Categories

In a number of countries the import process by different
products is clearly laid down, unlike India. In such cases,
the importers type the HS codes at 8 digit levels and get a
consolidated requirement, which may be set by multiple
agencies. In the case of India, a foreign company and their
importers have to browse through the websites of multiple
agencies to collect and collate information.

All survey participants (including Indian government
departments) confirmed that if the import clearance pro-
cess and its requirements including the documentation
requirements are clearly laid down by different food prod-
uct categories, classified by HS code at 8 digit level it will
reduce confusion/misinterpretation of rules and delays.
This will also help officials in understanding the ‘end-
use’ of the product (food versus non-food) at the port of
entry, and process the application accordingly. At present,
once a product reaches the port of entry, there is confusion
between different agencies as to the requirements that
the product should meet. For example, if coco butter is
imported it can be used as food ingredient or in cosmetic.
In such cases, all agencies are asked to give clearances
or no objection certificates, which may not be required if
the purpose of commodity as food or non-food is clearly
asked for as part of import requirement.

5. Identifying Barriers and Issues faced by
Importers of Food Products into India

This section is based on the inputs provided by the Indian
policymakers, foreign Embassies, importers and FBOs
about barriers faced while importing food products into
India. The survey inputs confirms why India has a low
rank in select cross-country ease of doing business com-
parative indices.
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How Easy or Difficult it is to Import Food Products
into India?

The 135 stakeholders (excluding Indian government
department and agencies but including foreign Embassies)
were asked to rank their overall experience of importing
food products into India on a scale of 1 to 5 in which 1
being “very easy” and 5 being “very difficult”. Eighty
two per cent have given a rank of 4 stating it is “difficult”
to import food products into India. There is a perception
amongst the stakeholders that Indian government spo-
radically imposes “non-tariff measures” (NTMs) such as
labelling requirements, or restrictions on perishable cargo
through the express route, etc., to restrict the entry of food
into the country.

The respondents were given a list of indicators within
a barrier (sub-barriers) and were asked to rank those in
order of severity (see Table 5a). The average of all the
sub-barriers was calculated to find the overall score of the
barrier. All scores were presented on a scale of 1-5, where
‘1” implied to “most severe” and 5’ implied “least severe”
(see Table 5b).

Table 5a. Ranking of Barriers to the Import Clearance
Process for Food Products

v
v
v
v
v
v
v
v
v
v
v
v
v
v
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Source: Primary Survey

Table Sb. Overall Scorecard of Barriers to the Import
Clearance Process for Food Products

Source: Primary Survey

5.1 Gaps in IT Adaptation for Speed of Clearanc-
es and Ease of Doing Business

To begin with, pre-shipment filing is mandatory in ICE-
GATE but is not adopted by the FSSAI for food clear-
ances. However, in countries such as Singapore, the UK
and all other EU countries, pre-shipment filling of all the
documents (including those whose physical copy accom-
panies the consignment, such as veterinary certification) is
a mandatory requirement. In such cases if documents are
incomplete the government authorities can inform the ex-
porters, importers and/or CHAs and the latter have time to
complete the documentation process. In the case of food
products, in India, the documentation check happens only
after arrival of consignment and this delays the process
from 5-10 hours to several days.

If the documents are correct and still there is a huge de-
lay this is mostly because the FSSAI officials carry print
outs of the forms for visual inspections, fill up the details,
come back to their office (which can be at a distance of
10-30 kilometres), enter the data and then laboratories are
allocated and then the person from the laboratory comes
and collects the samples. The whole process takes at least
24 hours if the official is highly efficient. If there could be
real time data entry during visual inspections, such delays
can be addressed.

In some of the cases, the importers are also required to
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submit all documents in physical form. For example, in
the Chennai Seaport and Menambakkam Airport, the Cus-
toms officials refuse to accept e-NOCs (no objection cer-
tificates) uploaded on the ICEGATE and demand for hard
copies from the importers/CHAs. Manual submission of
documents creates backlog of work and acts as a barrier in
streamlining trade and in promoting faceless transactions.

In addition, there is also no system to cross-check
wrong entries. Once the FSSAI officials check and con-
firm that the product is a food product they take printouts
and go for visual inspection. During the visual inspections
and field visits, in one instance out of 6 visits it was found
that the FSSALI official has wrongly typed the country
name in the laboratory sample form. This was the case of
an imported beer consignment from Belgium where print
out carried by the field official had the country of origin
mentioned as ‘Burundi’ instead of ‘Belgium’, while the
information in Customs ICEGATE was “Belgium”. This
error could easily be rectifiable if the FSSAI officer was
carrying a tablet where real time data could be uploaded
and verified. If a wrong data or information is entered and
not cross-checked, it may make it difficult to develop a
robust Risk Management System (RMS) based on data
analytics.

Importers also find it difficult to upload documents
online. For product approvals all documents have to be
submitted manually. In case of renewals/modifications,
the importers are required to re-submit all documents that
have been submitted earlier. Even though the FSSAI has
an online tool or a system to store important documents
such as IE code, FSSAI Import License, etc. — common-
ly referred to as the digital storage/locker, the importers
opined that it is not functional. Further, during the inter-
view it was pointed out that through this tool, the FSSAI
officials are not able to verify the documents online. As
a result, on a given day some FSSAI officials sit with
around 120 files (with close to 100 documents in each file)
and verify them manually.

Also the different portals of the agencies in the import
clearance process are not fully integrated with the ICE-
GATE portal of the Customs. When the import clearance
portals are not fully integrated, the importers are often
required to upload the same set of documents on both por-
tals. This hinders real-time data reporting and adversely
affects inter-agency co-ordination.

Another issue regarding adoption of IT initiatives is the
absence of a common online sharing platform/dashboard
across the various participating agencies. For instance,
there is no common online platform between the FSSAI
and the DAHDF to share laboratory test results as there
are around 123 common tariff lines between the two agen-
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cies.
5.2 Gaps in Risk Management System

The survey participants pointed out that there are technol-
ogy gaps in three key areas: risk identification, mitigation
and communication. While some steps have been taken
to have a robust RMS, they are several shortfalls. For
instance, in 2017, the FSSAI initiated a system of risk
communication, but it does not have a real-time informa-
tion reporting process. The core issue of food safety is
real-time communication and information sharing across
different government agencies and different FSSAI offices
engaged in the import clearance process and the current
system is not able to do so. In order to ensure mitigation
of risk and immediate action, real-time communication is
essential. Moreover, the FSSAI and the DPPQS upload
details of rejected consignments online in form of PDF
documents which is difficult to analyse.

While the FSSAI has clearly laid down a process of
risk management, at the ground the IT system developed
for risk management is not working and the process is
not laid down in the “Digital Book on IT Projects by IT
Division” of the FSSAI *. The Handbook does not refer
to use of data analytics and modern technology for risk
management. There seems to be an absence of data, risk
profiling and screening of importers (including consign-
ments rejected / accepted, changes in nature of goods
imported, etc.) based on past records. Around 95 percent
of survey participants mentioned that 100 percent sam-
pling is conducted at the ports. During the field visits, 100
percent sampling was conducted irrespective of whether
the product was high-risk or low-risk, perishable (apples)
or non-perishable (beers and wines), irrespective of the
country-of-origin and the importers and their past history.

The survey found that the Customs also had devised
a RMS called the Customs Electronic Risk Management
System, but its scope is limited to analysing only two
data points, (1) information available in the Bill of Entry
(BoE) and Import General Manifest (IGM) filed electron-
ically through the ICEGATE, which determines whether a
particular bill of entry would be taken up for action or be
cleared after payment of duty, without any assessment or
examination, and (2) randomly selected BoEs for audit,
after clearance of the goods .

Risk analytics models / tools does not seem to have
been integrated in the Customs’ RMS for analysis of
data on different indicators like number of consignments
cleared / rejected, history of the importers, type of prod-
ucts imported at HS 8-digit / 10-digit level, end-use of
the products imported, agency-wise import data diverted
for getting clearance, etc., and identify risks. The FSSAI
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officials interviewed at the port of entry confirmed that
there is no real-time data / information sharing between
the Customs, FSSAI and other allied agencies. This pro-
hibits alerting agencies involved in the process in case of
a food safety risk identified. If this is done, entry of such
consignments can be stopped immediately from all ports
of entry.

Absence of an integrated RMS leads to such barriers
and inefficiencies in the import clearance process. Overall,
around 95 percent of survey participants strongly agreed
that absence of a robust risk management system adverse-
ly impacts India’s food safety.

5.3 Inter-agency Co-ordination

Involvement of multiple agencies in the import clearance
process is a global practice, but overlap in their roles acts
as a barrier. For instance, as mentioned earlier in Section 3,
in case of food products such as packaged drinking water,
infant formula, skimmed milk, etc., there are standards put
forth by both the FSSAI and the BIS. The BIS standards
are voluntary for packaged drinking water but the FSSAI
made it mandatory in its regulation, when the regulation
was first designed. Subsequently, the FSSAI came up with
more rigid and comprehensive standards, but adherence to
BIS standards continued to be a regulatory requirement.
Such regulatory overlaps create confusion at the ports of
entry. For instance, in case of packaged drinking water,
the FSSALI tests for around 70 broad parameters which is
way more comprehensive than the BIS requirements. As
per the survey participants, which FSSAI officials agreed,
additional requirements of the BIS create unnecessary
hassle for businesses as BIS certification process involves
plant / factory visits overseas which involves huge costs.
The core issue is that while the standards are mandatorily
imposed on imports there is a wide variation in standards
in the domestic market, where according to the BIS it is
the job of the FSSAI to monitor and implement uniformi-
ty. Thus, if FSSAI does not take up the role of the nodal
standard setting agency for food safety, there can be vari-
ations in standards and other bodies are likely to blame
the FSSAI The confusions related to standards adversely
affect ease of doing business and leads to withholding of
consignments and delays at the ports.

There are regulatory overlaps between the FSSAI and
other agencies such as Legal Metrology and the State
Excise departments and the classic case of this is with
respect to labelling and claims for alcoholic beverages.
While the FSSAI and Legal Metrology has tried to align
the labelling requirements recently, the FSSAI and the
State Excise departments have different mandates for
incorporating statutory warnings in case of alcoholic
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products, creating unnecessary multiplicity in labelling
requirements. There are also pricing differences across
different states and as alcohol is outside the purview of
the Goods and Services Tax (GST) which India recently
implemented, State Excise departments have different
policies of pricing for alcoholic beverages based on max-
imum or minimum retail price which leads to variation in
prices across states. Multiple bodies with different rules,
regulations and pricing requirements decrease the ease of
doing business for the industry.

In case of imported vis-a-vis domestically produced
products, 88 percent of survey participants (including
many FSSALI officials) pointed out that dual standards are
followed — with higher standards and extreme rigid checks
for imported products and lower standards for domestical-
ly produced food products. Such dual standards and dif-
ferential treatment, creates an uneven playing field for im-
ported food products vis-a-vis the domestically produced
food. It is a violation of the WTO’s most favoured nation
principle and can be scientifically questioned in the WTO
by the exporting country. In such cases, India may lose the
case in the WTO as has been the recent experience of case
against the US for American poultry imports.

Such disparity between treatment of domestic players
and importers is also seen when the FSSAI implements a
new regulation or make regulatory changes. For instance,
Embassies pointed out that when a regulation is proposed
to be changed, the domestic food businesses get 30 days
after the draft regulation is out for comments and 30 days
after the final regulation/notice is released. Thus, they get
30 days to adjust to change. However, foreign food busi-
nesses get 60 days in all after the draft regulation is out
and no notice period after the final notice is released. This
does not provide the foreign businesses/importers with
enough time to adjust to regulatory changes.

In general, while the regulations in India are quite com-
plex they are sometimes less stringent with respect to food
safety requirements and the implementation varies with
significant scope for personal interpretation of regulation
by authorities at different ports of entry. This is primarily
because the import requirements of different agencies by
product categories using certain global classifications such
as HS codes at 8 digit level are not collated and laid out in
one place. If it was laid down the FSSAI would in itself
be able to identify the issues related to multiple standards
and address them. The lack of clarity in requirements not
only increases the risk of food safety but it also creates a
non-transparent environment, scope for personal interpre-
tation, delays and consignment being withheld at the port
of entry for seeking clarifications, and scope for speed
money to circumvent the processes. While this may act
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as a barrier to foreign businesses, especially the SMEs, it
creates risk for Indian consumers as poor quality of prod-
ucts may enter the market while high quality produce may
be withheld.

5.4 Issues within the FSSAI

Majority of the survey participants pointed out that post
2014, it has become easier to work with the FSSAI, but
there are still certain issues, which are as listed below.

There are issues with licensing, labelling, products
standards and product approval. While the licensing pro-
cess was digitised with a view to reduce paperwork and
fast-track the license granting process, the desired goals
have not been achieved. Once a foreign business decides
to enter into manufacturing there are delays in getting
licenses, mainly due to time taken in premise visit, which
can go up to one year. Without this, a number of compa-
nies cannot establish manufacturing or food retail estab-
lishments. Thus they have to continue to import.

In terms of labelling, adhering to the FSSAI’s labelling
requirements is one of the most daunting tasks for food
importers and foreign companies. The survey found that
100 percent of the importers and foreign Embassy offi-
cials were of the view that labelling requirements in India
are unjustifiably stringent and is a technical barrier to
easily import food into India. The FSSAI themselves ac-
knowledge that unlike other countries like Canada where
majority of food consignments from overseas are rejected
on grounds of food safety, in India, “food consignments
are usually rejected or held-up due to failure in adhering
to the labelling requirements”™". In fact, between March
and July 2018, around 25 percent of the 73 imported food
consignments were rejected by the FSSAI on grounds of
labelling"**.

According to survey participants, the FSSAI does not
have a proper system of using Radio Frequency Identifi-
cation (RFID) tag and bar coding for product traceabili-
ty, as is the global best practice. Therefore, they require
information like contract manufacturer of a brand to be
printed on the label. Labels are generally for consumer
information. If a consumer has a concern, he/she will need
to take legal action against the brand and not the contract
manufacturer of the brand. Thus, unnecessary details are
requested in the label, raising costs and leaving little room
for designing the package and it also affects the look and
feel of the product. Also in general, whenever the FSSAI
comes up with a change in its labelling requirements, the
requirement is often implemented on an ad-hoc/immediate
basis.

The issues with regard to product standards and classi-
fication are broadly related to either the existing standards
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regarding certain food products are different from what
is commonly approved across different markets or stan-
dards for certain products such as fruit based baby food
are missing. Countries do have the right to design their
own food safety standards, but it can create a problem if
the standards are restricting innovation or product diver-
sification or leading to product misrepresentation. The list
of FSSAI approved additives and nutraceuticals is limited
for which product approvals take around 1-2 years on an
average, even for products that are sold across more than
40 countries for several years and have undergone all rele-
vant scientific tests. Inability to get product approval is de-
laying their plans to manufacture locally, bring in FDI and
create employment opportunities. During the meeting, the
FSSALI officials pointed out that product approvals takes
a long time, as the FSSAI does not have enough scientists
to verify. The lack of manpower and resource capacity is
also a problem at the ports, sometimes 4-5 FSSAI officers
in Mumbai, are required to clear 200 consignments which
arrives in a day, resulting in delays. There are also issues
with efficient staff allocation. Some ports of entries are
overstaffed while others are understaffed. The staffing is
not based on the volume of consignment that is coming
through that port.

6. Reforms: Discussions and the Way For-
ward

In the past five years, the FSSAI has taken several initia-
tives to ensure uniformity in food safety and standards,
design new standards, align it with global standards, en-
hance transparency in processes, and ensure compliances
and ease of doing business for imported produce. The
FSSAI is also keen to use technology and automation
for ease of doing business, improvement in transparency,
better information sharing and communicating with users
along with scientific risk analysis, risk assessment (high or
low risk), risk communication, fast track import clearanc-
es, online licensing and registration, to name a few. It has
entered into collaborations/partnerships/memorandum of
understanding/cooperation arrangements with a number of
countries including the UK, Germany, France, Denmark,
New Zealand and Japan and EFSA to learn from the glob-
al best practices, customize them to the Indian situation to
ensure that Indian consumers have access to safe food and
there is ease of doing business for foreign companies and
their stakeholders.

Given this background, and the issues presented in the
previous sections, the paper suggests some reform mea-
sures to streamline the food import clearance process in
India and facilitate ease of doing business.
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6.1 Need for a Strategic Vision Plan

In India, the FSSAI has a number of responsibilities, such
as ensuring food safety and standards, ensuring that Indian
consumers have access to wholesome food and nutrition,
contributing to trade policies, and ease of doing business,
reduction of compliance burden and greater transparency.
While the FSSAI has been introducing many initiatives it
is not clear to the businesses what FSSAI plans to do and
what are its focus areas and targets in the coming years.
They are of the opinion that policies are ad-hoc and ran-
dom while they may be well thought out.

The FSSAI, therefore, should clearly document a
Strategic Vision Plan (2019-23) stating what it wants to
achieve, how it wants to achieve, how can businesses col-
laborate in such endeavours, etc. The vision plan should
cover existing vision of the FSSAI such as “one country
one food law” or “using technology to enhance transpar-
ency and ease of doing business”. While these are laid out
in multiple communications from the FSSAI including
their IT initiatives and media communications, there is
no clear plan in one document which will enable all the
FSSAI officials at the Centre and regional offices to work
together towards a target. Given the quasi-federal nature
of governance, it is extremely difficult for the FSSAI cen-
tral office to ensure compliance or communicate its vision
across multiple other government agencies and within its
own officials.

In this context, the FSSAI may examine the Strategic
Vision document ™! of other countries like UK, where
the Food Safety Authority (FSA) clearly lays down the
coverage and plan for implementation of its strategy. This
Vision document can be revised every 5 years to assess
the implementations and add new areas for developments.
The Vision plan may be drawn in close coordination with
other government agencies and with FSSAI regional offic-
es. This will help all agencies to harmonise their actions
and introduce coordination across all of them. This will
also reduce duplication of IT initiatives, regulations and
product standards, which is currently the case.

6.2 Prioritise and Implement

While there are a number of best practices available
globally, as a developing country India may not have the
resources (both in terms of manpower and finances) to
implement them. Instead of starting multiple initiatives
in one go, it may be prudent to prioritise the initiatives
and work towards implementing them. In terms of prior-
itisation, the FSSAI may focus on ensuring food safety,
public health and hygiene. For this they will require a (a)
technology based robust risk management system (b) bet-
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ter vigilance mechanism (c) uniformity in implementation
of food safety standards across the country. Hence, all its
policy and IT initiatives should be in line with these ob-
jectives.

6.3 Ensure Regulatory Certainty through Greater
Responsibility

Food is an evolving sector and globally there are several
amendments to food regulations and India is no exception.
The FSSAI is also amending its regulations but it needs to
ensure that the regulations are comprehensive and trans-
parent. As discussed earlier, there are duplication of food
safety standards as has been the case between the BIS and
the FSSALI, for select products like packaged drinking wa-
ter. It is important to review and if required amend food
standard related regulations across multiple food standards
setting bodies (FSSAI, AGMARK, BIS) to ensure dupli-
cation is removed. This will significantly improve ease of
doing business.

6.4 The Pre-regulation Consultation Process

Food regulations are complex and globally it involves
multiple consultations with different stakeholders. The
FSSALI has started a robust consultation process and its
engagement with stakeholders has shown distinct im-
provement. There is scope for further improvement in the
consultation process through greater engagement with (a)
SME:s (b) foreign companies (c) foreign Embassies (d)
importers, sector experts, technology experts and other
stakeholders.

Once the consultation is completed, the final policy
has to be uploaded, ensuring a lead period for the com-
panies to adhere to the regulation. It is true that while
some changes (for instance, a food safety alert) need to be
implemented with immediate effect, there are others that
are less urgent and FBOs can be given enough time to ac-
commodate. For instance, globally, labelling requirements
do not change frequently (at least there should be a 5-year
gap) and even if they do, FBOs usually get at least 2 years
post implementation to adjust to major changes and re-
quirements in the regulation.

Active stakeholder consultation also helps in making
all stakeholders more responsible, in terms of compliance
and reduces their compliance burden. The FSSAI can also
enforce regulations and policies in such a way that FBOs
themselves take responsibility of food safety, hygiene and
public health.

6.5 Regulatory Impact Analysis

For any country, it is important to have a robust system
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of regulatory impact analysis and back-up plans. In case
the government is foreseeing an uncertain regulatory
environment, they can pre-empt the impact and plan for
regulatory changes accordingly. After six month of a reg-
ulation being implemented, it is important to do a regula-
tory impact analysis which will help to better plan future
regulations and understand the compliance cost. This can
be done through a structured questionnaire based industry
survey.

6.6 Technology Solutions for Improving In-
ter-Agency Coordination

Information and communication technology can play a
critical role in inter-agency cooperation and coordina-
tion across multiple agencies involved in the food import
clearance process. The specific areas of coordination in-
clude:

(1) Back-end IT integration for sharing of information
and real-time data (including alerts) within and across
all agencies involved in the process should be integrated
through a common IT system. For instance, in the UK, the
Automatic Licence Verification System (ALVS) is a back-
ground messaging system that receives import control
decisions from the different IT systems of multiple agen-
cies (PEACH, TRACES, etc.) and matches these to Cus-
toms declarations available on the CHIEF System. Once
the ALVS completes a match on specific data items then
an automated Customs clearance can occur delivering a
substantial time and efficiency saving to trade. India can
also adopt similar practices and develop such a system for
inter-agency coordination for streamlining processes and
expediting import clearances.

(2) Creating a technology based platform integrating
the requirements of different agencies (especially FSSAI,
DAHDF and DPPQS) by product categories at HS 8 digit
level, so that the Customs and other agencies are aware
of the requirements and are able to verify if that are met.
In addition, there should be a common website/portal that
provides complete information on rules and requirements
across different product categories. India can also learn
from the Automated Import Reference System (AIRS)
of Canada, which allows foreign exporters to enter a HS
code and retrieve all the information regarding the import
of that product into Canada. The system lists down the
requirements in place, relevant acts and regulations one
needs to adhere to, and links the foreign exporters to the
right tariff link for the product. It will also create a sys-
tematic workflow for importers that help them to prepare
the pre-shipment documentation will go a long way in
ensuring compliance and seamless clearance of their con-
signment from Customs. While doing so, it will be evident
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that in a number of cases a NOC is needed from different
agencies while the product is not within their domain.
Such anomalies can be removed and this will significantly
reduce the clearance time.

(3) All agencies should strive to move to pre-shipment
document checks. It will involve checking whether the
documents are completed and if incomplete documents
are submitted, a flag should be raised.

(4) Manual processes such as taking printouts of forms
and filling it up during visual inspection should be re-
placed by use of technology such as tablets which help
to upload real time data and data sharing. Collecting ev-
idence is also crucial in food import clearance process.
At present, if there is an error, the FSSAI official click
pictures in their personal mobile phone and post it in the
FICS portal. If they had tablets they could share the real
time data on one hand while on the other it will ensure
data security and authenticity of the evidence collected.

(5) To ensure traceability and ability to recall a product
in case of a food safety issue, in case of imported prod-
ucts, it is possible to have RFID/Bar Coding, etc., at the
first stage and later move towards blockchain and other
technology for traceability. However, officers on field
during visual inspection and sampling should have devic-
es which enable then to read the RFID/Bar Coding, so that
in future products can be traced and even in-store products
can be recalled.

(6) At the ports, all officers should be provided with
adequate facilities to support online data transmission and
sharing.

(7) Officers should be well-trained to use IT systems
and tools. Interestingly, the FSSAI has already been devel-
oping in-house IT personnel and through regular training
apprising them of developments. A similar practise has to
be adopted by all agencies.

(8) At present there is a gap in process of online que-
ry resolution which requires importers to make physical
visits. Physical interactions should be minimized by use
of chatbots, online helpdesks for 24X7 queries, analysis
of the queries raised and presentation of responses online
through frequently asked questions (FAQs), etc.

(9) There is need to develop a robust technology based
risk management system.

6.7 Risk Management System

Broadly risk management requires risk identification,
assessment, communication and mitigation. The FSSAI
has a risk management system that drives sampling for-
mula. However, this was not visible on the ground during
the survey and visits to ICDs and ports of entry, where
100 percent sampling was conducted. It is important to
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establish a robust risk management process based on com-
modity classification (high risk or low risk) and risk clas-
sification for example product risk, country of origin risk,
importer risk, risks associated with transportation/transit,
storage related risk and other supply chain risks, risks due
to vulnerabilities in border controls, etc. Such risks are
analyzed using both real time data collection and analy-
sis of secondary data and information. This can be done
through a robust risk management system which uses data
analytic, machine learning, artificial intelligence and other
modern technology to identify and mitigate risk by taking
into account various functional and non-functional risk
parameters. The risk management system can be further
refined to predict and analyse emerging risks such as risks
related to climate change, and risks related to poor agri-
culture practices and monitor anomalies in existing trends.

Risks can also be analysed using various global data-
bases such as the World Integrated Trade Solution (WITS),
CountrySTAT, Food and Agriculture Organization Corpo-
rate Statistical Database (FAOSTAT), Global Information
and Early Warning System (GIEWS) country briefs, Euro-
pean Union Notification System for Plant Health Intercep-
tions (EUROPHYT), Joint Meeting on Pesticide Residue
(JMPR) database, Rapid Alert System for Food and Feed
(RASFF), etc. It is important to use such secondary sourc-
es of data to identify the risk and work with (a) farmers
to mitigate them at the field level and (b) businesses, es-
pecially small and medium-sized businesses to mitigate it
during manufacturing and in the supply chain.

In case a risk arises it is important to share it across
all import clearance agencies in real-time and raise alert
to reduce the food safety threats. This is a key area for
capacity building and cross country collaboration and
partnership / Memorandum of Understandings (MoUs) /
cooperation arrangements of the FSSAI with other coun-
tries may include this.

India can improve its risk management and risk assess-
ment system by learning for the import clearance system
of Australia which is known as Agriculture Import Man-
agement System (AIMS). A number of countries have ad-
opted this system. The EU/UK has a fairly robust system
for risk management and sampling for plant based prod-
ucts. For importer risks and risks related to animal based
products it is best to examine the system adopted in the
United States.

6.8 Data Analytics

Analysis and interpretation of data provides the intelli-
gence which is needed to inform risk assessment, policy
development and the targeting of enforcement activity,
and therefore enables the regulating authority to deliver its
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public health and consumer protection obligations. There
are different sources of data available. The data should
be collected and stored in a data repository. In India, the
Customs Electronic Risk Management Systems, Central
Board of Excise and Customs, Department of Revenue
Ministry of Finance, has the bandwidth and is collecting
data on several data points. They can collect and collate
data on food imports from multiple sources and share with
the FSSAL In addition, the scope and coverage of the FS-
SATI’s existing Surveillance Programme may be expanded
to include compliance in food import clearance process.
At present, the scope and coverage of the existing system
is limited to domestic compliance only. There is need for
a predictive early warning and surveillance system, where
the identification of risks takes place beforechand, and
intelligence is provided for a more targeted risk manage-
ment, sampling and analysis.

6.9 Addressing Issues Related to Compliance with
Labelling Requirements

In most countries information for consumers are printed
on the label while product traceability and information for
regulators are bar coded. Precisely, information relevant
for consumers like product category, manufacturing date,
warnings etc. should be displayed on the label, and infor-
mation relevant to the regulating authority can be bar cod-
ed. For data entry and verification, officers at ports should
carry screening devices that are integrated with the port
authority’s IT systems to screen information coded in the
‘bar’ and should collect photographic evidence with the
use of tablets, to verify whether information displayed on
the labels is in line with legislative requirement related to
consumer information.

6.10 Reforms in Product Approval and Standards

Delay in product approval have been identified as a key
barrier. There is need to have more manpower and reduce
the delay in approval from present up to 2 years to not
more than 6 months. There is need for a more in-depth
study to (a) identify products such as fruit based baby
food for which the FSSAI is yet to develop a standard (b)
identify ingredients which are approved globally in more
than 40 developed and developing countries but are not
approved in India or there may not be any non-scientific
restriction on the quality (c) revisit the list of approved
nutraceuticals and novel foods, examine it and broaden it
(d) check the list of approved additives and ingredients.
Accordingly, the WTO’s SPS Agreement should be a
scientific base for implementation of product approval
related restrictions. If the FSSAI does not have enough in-
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house manpower, research organisations may be engaged
to do research and set up food safety standards. The FS-
SAI may form an advisory body of food scientists and nu-
tritionists who can provide advice on the standards which
are WTO compliant and ensure food safety.

7. Conclusion

There is a need for focus on the safety and quality of food
consumed in India and this is applicable for imported
food. In doing so, it is also important to ensure compli-
ance. However, the process should not be restrictive and
cumbersome, which may restrict future investments in
food processing and thereby creation of jobs. Foreign
food manufacturer first tests market their product before
making investment decisions. Hence, their experiences at
the entry stage through imports decide their future plans
of investment, job creation, etc. In this context, technol-
ogy should be used to ensure ease of doing business and
compliance and policies, strategies and procedures should
be in place to support it. Ease of doing business entails
regulatory efficiency and process efficiency and it is im-
portant to have effective rules and processes in place that
are easy to follow and understand. In a globalized world,
it is important to have rules based on scientific evidence
and implement them uniformly, or else the health of the
consumers may be affected.

In this context, there is need to do more research on
how the data generated through the implementation of
technology can analyzed to develop a robust risk man-
agement process and classify products under a high and
low risk category. Further, studies may be conducted in
inter-linkages between imports and investment in food
processing sector in the context of developing countries
such as India. A larger sample size can help in more robust
econometric modelling and may help to identify the best
practices across different ports of entry. Future research
may also focus on how India can learn from global best
practices in improving food safety and standards and at
the same time ensuring ease of doing business.
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