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It gives me immense pleasure to be amidst this distinguished gathering, and to have Shri G K Pillai, the new Commerce Secretary, with us. We thank you, Sir, for gracing us with your presence today. 

Friends, Shri Pillai brings with him vast experience. His successful stint as the Special Secretary in the Department of Commerce, and India’s Chief Negotiator at the WTO, Regional and Bilateral forums is known to all of us. Sir, your priority of reducing transaction cost, benchmarking, forging linkages with other ministries and also your determination to facilitate international trade has enthused us. Sir, my exporter-friends join me in extending a special welcome to you.

Sir, today we are here to honour those hardy bands of exporters who have, with their brilliant performance, won the prestigious EEPC Regional Award for Excellence. Undoubtedly, they have put the growth of engineering exports from our country on the fast track. This sterling performance brings to mind that famous saying attributed to the legendary American football coach Vince Lombardi:

“Winners never quit. Quitters never win.”

Your Council is proud to recognize your contribution, dear exporter friends, to the national economy.

Ladies and Gentlemen, total exports from India have crossed the target of USD 100 billion in 2005-06. The broader goal, as many of you are aware, is to cross 1.50% of global exports by 2009-10. Latest data available from DGCI&S suggest that exports of engineering goods and services have crossed USD 20 billion last fiscal against our target of USD 18.30 Billion, which is a great achievement of our exporter-members. We have set a target of USD 23 billion worth of exports this year, which, I am sure, will be achieved with your relentless efforts.

Sir, exports of engineering goods and services continue to grow in 2006-07. Our estimates for the April - August 06 period suggest that exports of engineering goods and services have crossed USD 9 billion, registering a growth of over 27% over exports during April - August 2005.

Sir, the Northern Region is an important hub of the engineering industry, and it has always contributed consistently to export growth of the country, its share of total exports of engineering goods and services being 27% at present. I feel that my exporter colleagues hailing from this region need special congratulations for their contribution to national exports. 

Sir, growth in exports from engineering sector serves a very important purpose for the country. The export-oriented engineering sector, as the RIS report suggests, is emerging as an engine of employment. Today, over 7% of total employment generated by export activity is in the engineering sector, and this share is increasing. Employment in the export-oriented engineering sector has increased by 92% over the last five years, as against the overall growth of 50% taking all sectors together.
Ladies and gentlemen, the year 2006-07 started with a big event which was a feather in the Council’s cap. I am referring to the Hannover Messe which was held in Germany last month. We could successfully demonstrate our considerable industrial prowess on a massive display area of over 13,000 sq metres. A total of 343 exhibitors took part in the Partner Country showcase, and expressed widespread satisfaction.

Friends, let me now touch upon some of the important promotional events the Council is organising for you. The India Engineering Exhibition - INDEE, is being organsied in Cairo, Egypt during 23rd  to 26th November this year. This show takes place in the venue of MACTECH 2006, which is considered to be a meeting point of the manufacturing countries in Europe, USA, The Far East and the importing countries in The Middle East and Africa. As The Middle East’s Largest Annual Manufacturing Event it brings together buyers, sellers and end users to interact and collaborate. INDEE – Cairo will be more than a tradeshow, it would also become a networking and learning event.

Sir, the Council is organizing a mega event during 22nd to 25th January next year in Delhi to facilitate matchmaking between the SME sector and 400-odd international buyers whom we are inviting to India. The Indian Engineering Meet, as we are calling it, is being organized specially for SME sector who cannot afford to take part in the expensive international events. A series of buyer-seller meets and business seminars would be organized during this Meet to provide a major boost to our international marketing efforts.

I am happy to inform you that the Council is celebrating its 50 years of service to the exporting community. Our plans are afoot for a grand Golden Jubilee celebration. Our Hon’ble Minister of Commerce & Industries is the Chief Patron for the event. Sir, we have sent a formal invitation to the Prime Minister’s Office. We are awaiting confirmation and I request your kind assistance in getting the consent.

Sir, you would be happy to know that the Council will soon open its second India Engineering Centre at Johannesburg. Strategically located on the major world trade routes, South Africa has always been a business attraction for countries in the world over. 

Friends, let me take this opportunity to share a vision of the Council with you. The big names in the Indian engineering industry and their excellent performances suggest that India can be exploited as a major outsourcing hub. In fact, in the larger global arena, awareness of India’s engineering capabilities is on the rise.

India is already an established centre for the Business Process Outsourcing (BPO). Our country now is creating a niche for itself in KPO i.e. Knowledge Process Outsourcing.  Sir, it is time we developed India as a centre for Engineering Process Outsourcing (EPO). EPO is said to be India’s next billion-dollar opportunity. The EPO business globally, currently pegged at USD 3.5 billion, has grown annually by almost 40% for the last three years, and has the potential to grow to USD 10 – 20 billion in next three to five years. Sir, the Council is preparing a roadmap for success in EPO. We have initiated a study on the potential of offering EPO services from India, and we hope to release it within a few months from now. 

Sir, this is a happy occasion, Sir, and we should not dwell with too many problems here. However, I must convey to you some issues which are impeding exports from the country today.

Sir, services taxes on pre-production activities have been factored in to the drawback rates. However, there are some post-production activities such as payment of commission to foreign agents, payment of inland haulage and terminal handling charges and participation in promotional activities overseas. 

Sir, I see no justification why service tax should be levied on inland haulage provided by foreign transporters for transporting the goods to landlocked countries. It is adding tremendously to the cost of shipment by road. Let me cite an example here, Sir. Shipment to Zambia, after imposition of service tax, cost me USD 500 more per container. My submission here is, if air freight and sea freight is exempted from service tax, why not freight paid for road transport.

Similarly there is no justification in levying Service Tax on Commission paid to Foreign Agents.

The 80HHC issue and the fringe benefit tax continue to irk exporters, Sir. The Government has accepted exemption u/s 80HHC for income arising from drawback. However, income from DEPB has not received a similar treatment, although both the schemes aim at neutralization of the incidence of customs duty. DEPB has not been considered for the same benefit on the ground that it compensates more than the duty suffered.

If this is really the case, Sir, I propose that the income from DEPB in excess of the notional drawback income only be taxed, instead of the total income arising out of DEPB.

Refund of state level taxes also seem to be a distant dream. When VAT was introduced, exporters expected refund and factored the amount in their cost. However, not much have happened, Sir. Most of the states, except a very few have not started refunding VAT to the exporters resulting in blockage of working capital for over a year now. Sir, now I understand that the Government of West Bengal will refund VAT quarterly to only those units exporting 100% of their production. Other units, I have learnt, will start getting refund after two years like another DTA unit. .

Sir, I also wish to draw your kind attention to the recent amendments in the West Bengal Finance Act 2006 which says input tax credit will not be available for items like coal, furnace oil or any other fuel used for any purpose and generators, its parts and accessories used for captive generation. These amendments, as you can understand Sir, will create much hardship for the exporters in the state, and in turn will add up to the cost of export products. This trend of eliminating items from list of goods on which credit will be available is dangerous, and it defeats the entire purpose of having the value-added taxation system in place. I join my exporter friends in requesting you to take up this matter with the appropriate authorities. 

The recent strike at ICD, Delhi has once again shown us the need to declare exports as a public utility. Sir, it is time we realized the need to do so in order to achieve 1.5% share in global trade in next three years.

Sir, here I would also like to request you to pursue advancement of implementation of GST to 2008, which is scheduled to be implemented by 2010. This will reduce transaction cost and also ensure smooth refund of taxes and duties to exporters.

Sir, our resolution is to emerge stronger in the days to come. Our members are not complacent about growth in exports and they are all set to work even harder to take our exports to greater heights. We can assure you of higher growth in exports if you can kindly ensure:
a) No taxes and duties to be exported; and

b) Better inter-ministerial and inter-departmental coordination for smooth implementation of the provisions of the FTP.

I thank one and all for a patient hearing, and welcome the Commerce Secretary once again amidst us today. 

I wish you all a Happy, and Prosperous Diwali and my greeting for ID.

Thank you.
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