SPEECH OF SHRI RAKESH SHAH, NATIONAL CHAIRMAN 

ENGINEERING EXPORT PROMOTION COUNCIL OF INDIA 
GOLDEN JUBILEE CELEBRATIONS EASTERN REGION

ON 26TH DECEMBER 2005 AT KOLKATA
My Greetings to all of you on this happy occasion.

Friends,I feel both privileged and honoured to address this distinguished gathering on the happy occasion of the Golden Jubilee celebration of the Engineering Export Promotion Council. The sense of occasion leaves me overwhelmed. When the Council took its first steps in October 1955, who would have thought that fifty years later it would establish itself as the largest trade promotion organization in India, having nine offices in India and four overseas, and celebrate this great moment?  I pay respectful tribute to all my predecessors in whose giant shoes I am standing today. This magnificent edifice that is the EEPC would not have been possible without their hard work and vision. I also sincerely thank the captains of industry and successive governments that made the functioning of the Council possible. Even today, when the speed of communications has shrunk our world, the twin pillars of industry and Government continue to be the bedrock on which we function.

Here I cannot resist myself from sharing with you a pleasant coincidence. The Council celebrated its Silver Jubilee when my respected father Shri G D Shah was the Chairman and today I have the honor of heading the Council in its Golden Jubilee year which brings me immense joy and happiness.

Friends, now let me share a few achievements of your Council and its plans for the future:

During the 5 decades, overall engineering exports of goods and services from India went up from a paltry US$ 10 million in 1956-57 to US$ 15.9 billion in 2004-05, a 1600 times growth.


In the fiscal year 2004-05 Indian engineering exports registered a healthy growth of over 38 %. The share of engineering goods as a percentage of total merchandise exports of US$ 80 billion was above 18 %, which is the highest sectoral share in India’s total exports.


The target for 2005-06 has been revised upwards to US$ 18.3 billion and I am extremely bullish that we will surpass this target. As I had promised last year, we continue to be on course for doubling our engineering exports by 2009 (perhaps even earlier!) and carving out a 1.5% share of total world trade. 

Today the Council has a membership of more than 12,000 – a far cry   from the modest 40 odd members in 1955. EEPC also happens to be first export promotion council in India, to have attained ISO 9001:2000 accreditation, which shows our commitment to provide quality services to the exporters. When India embarked on its quest for exports, it began with low value raw materials to developing nations. Today India is one of the most technologically accomplished nations. Our exports now comprise high value added advanced capital goods and services to technologically advanced nations.  About 40% of countries total engineering exports are exported to two most quality-conscious destinations, USA and the European Community. Recent performance of exports of engineering goods suggest that from primary and semi-finished iron and steel, our export basket is now dominated by transport equipment, machinery and instruments and metal manufactures.

Dear friends, these are exhilarating times for the Indian economy. For this happy state of affairs, your Council too deserves a pat on the back. But we are not content to rest on our laurels. We are determined to further upgrade the quality of our services to the members. As a part of this drive, we have taken a number of initiatives that will ensure your cup of joy overflows. Let me share with you some of these initiatives:

· In Africa, the Lagos office has been shifted to Johannesburg, South Africa, which has emerged as India’s biggest trading partner in the continent in the recent years. 
· With the opening of the India Engineering Center, a permanent display cum warehousing center in Chicago, the Council will succeed in establishing a beachhead in the US heartland. This center was inaugurated by Shri Kamal Nathji, Hon’ble Minister for Commerce & Industries in Chicago on 27th September this year. A similar center will be set up in South Africa shortly.
· For the first time ever in North America, INDEE was held in Mexico City, and it was a big success. 
· Another feather in the Council’s cap is being nominated as the coordinating agency for the world’s largest Engineering Show Hannover Messe 2006 by the Government of India, where India has been invited as the partner country after a gap of two decades.
· Friends your Council is going digital in a big way. An exporter friendly website has been launched in September this year replacing our earlier web site. A CD Rom directory containing details of exporters has also been released. Besides, members are already receiving E-bulletins regularly.
· The Council is also the first in implementing ERP in all its offices. The implementation is on its way, and soon we will be in a position to provide you with more value added services. 

This august gathering will be pleased to know that the Council on receiving the Strategy Report from A.F.Ferguson on export promotion has submitted its suggestions to the Government covering infrastructure, taxation and Exim Policy for their consideration. According to the consultants, there exists a potential of achieving an annual growth of 30% in our exports of engineering goods. However, because of the absence of the support factors, only about 15% could be achieved every year for the next five years. The Council aims to achieve USD 30 billion mark by 2009-10, and I am sure we will together make it a reality.

Many important promotional activities have been planned for the coming financial year 2006-07. The Council will organize two INDEEs in Russia and China, tentatively in August and October 2006 respectively. We have also planned an India Engineering Meet in New Delhi, where 200 foreign business delegates will be invited. from Latin America, CIS countries, Africa, Southeast Asia, Australia and New Zealand and Europe.  The Council is organizing such an event for the first time. The Council has taken this initiative keeping in mind the need of the smaller exporters who are unable to take part in foreign trade exhibitions. The Council will bring the world to them.

Dear friends the path to smooth exports is still riddled with hurdles and I would like to share with my fellow exporters, though this may not be the right occasion do so:
· The issue of applicability of Sec 80 HHC for income arising out of sale of DEPB and also in case of Negative Profit, has been partially resolved. The name of the newest blow to the exporting community is The Taxation Laws (Second Amendment) Act, which has been passed by the Parliament. This amendment though gives full relief to Exporters with turnover less than 10 crores. For larger exporters the situation remains unresolved. Your Council is making all efforts to fight against this discrimination.

· DEPB Scheme has again been given a new lease of life till 31st March 2006. The Government must now realize that short term extension of this most popular scheme is already hurting exports, as the exporters are hesitant in entering into any long term contract under this Scheme. As the Convenor of the Working Group on Different Export Promotion Schemes under the Board of Trade, I had suggested that the Scheme should be continued for at least two more years, by then the import duties are expected to come down to the ASEAN level and Goods and Services Tax is expected to be in place. 

· Fringe Benefit Tax has been levied on travel, Trade Fair Participation, Free trade samples and even invitation to overseas buyer to visit India. All these are legitimate and essential costs incurred in export promotion.  The anomalous situation is that while the Government is actively encouraging exporters to participate in trade fairs by giving grants under MDA and MAI, such activities are now being taxed!

· Further Service tax has been levied on Payment of Commission to foreign agents, participation in Trade Fairs, Warehousing etc which is not understood as these services are provided outside India to the Indian exporter. The onus for payment of Service Tax on such services is on the exporter.

· Refund of VAT paid by exporters has emerged as a major issue.

I can assure you, your council is regularly representing all these issues to government for resolution.

Here I must now share my concern with you. Exports during November 2005 were 11.38% lower in dollar terms than exports during November, 2004. 

The slippage in November is due to sectoral factors – and has possibly affected performance of the engineering sector as well. While lower value realisation for primary steel products due to fall in international prices is one of the reasons, the negative impact of the imposition of service tax, fringe benefit tax etc and uncertainty over issues of DEPB and 80HHC have also believed to have taken their toll.

To put it in the proper perspective, we are already suffering a disability factor of about 20% as transaction costs vis-à-vis the neighbouring South Eastern nations who shoulder a disability factor to the extent of only 3-3.5%!  The introduction of FBT and Service Tax will make our exports even more uncompetitive in the international arena. I would like to believe that this is not the intention of the Government and that these measures will be repealed.

Before I conclude my sincere thanks to all former Chairmen & Regional Chairmen and the secretariat led by Mr. Shukla for their guidance and I congratulate all the valiant exporters for their splendid performance. 

Thank you.

Happy New Year

