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My greetings for Diwali and Eid!

I consider it to be a privilege to address this august gathering today. I am thankful to the Institute of Indian Foundrymen for inviting me to this workshop and giving me the opportunity to interact with all of you.

The subject given to me today is potential for Exports of Casting. I would like to divide my presentation in four parts, namely:-

(a) Indian export scenario in general and performance of the engineering goods and services in particular;

(b) Performance and potential of export of castings from India;

(c) The challenges we face vis-à-vis our strengths in this field; and

(d) Lastly, a few words about the Engineering Export Promotion Council, ie, what we can do for the exporting community in realizing the latent potential.

Export performance

Friends, exports from India were to the tune of USD 80 billion in 2004-05, which was about 24% higher than our exports in 2003-04. As you are aware, the Ministry of Commerce & Industry, Government of India has set a target of USD 100 billion for 2005-06. You are also aware that the Government of India has planned to double exports from our country by 2009-10 to reach a share of 1% in world trade and global trade engagement of US$ 500 Billion.

Performance of the engineering sector in 2004-05 deserves a special mention. This sector has not only emerged as the largest contributor of foreign exchange but also has the largest share in India’s export basket. In 2004-05, for the first time in the recent past the Indian engineering sector has posted a growth of 38% in dollar terms over the previous year. There are reasons to celebrate as the exports of engineering goods and services have touched USD 15.9 billion in 2004-05 from USD 10.8 billion in 2003-04, against our target of USD 12.75 billion.

This year, we have set a target of USD 18 billion for ourselves, and I am quite confident that the Indian exports of engineering goods will surpass this magical figure.

Exports of castings from India

Industrial and sanitary castings feature in the list of top 20 engineering items being exported from India. India exported USD 277 million worth of sanitary castings and USD 308 million worth of industrial castings in 2004-05. These products have recorded phenomenal growth in the last five years. In fact, exports of these two items taken together have doubled in comparison to 2001-02. The main markets for these products are developed markets of USA, UK, France and Germany besides our traditional market of Africa and Gulf.

However, the export performance of the Indian foundry industry cannot be measured with these two items only. The industry also caters to one of the most promising sector in India, the automobile components sector. According to the industry sources, about 35% of the production of the foundry industry is end-used by the automotive and light trucks sector. The other important end-use markets are pipes and fittings, construction, mining, oil field machinery, railways, IC engines, valves and farm equipment. 

Challenges

The foundry industry in India is challenged by lack of competitiveness in comparison to its other emerging exporting countries such as China and Brazil. For example, cost of raw castings in India is higher by 30% compared to China and Brazil. We are competitive over Eastern Europe by only 10%. As a result, we are not being able to take as much share of the pie as we should have in spite of increasing global opportunities because of reducing casting tonnage in USA and the developed European countries. We are losing to China in taking advantage of the global demand. Moreover, the capacity addition in Indian industry has not been significant over the last few years, whereas China has created mass production facilities for products like valves. 

Apart from the market dynamics, there are market access issues involved as well. Cast and forged products are subject to high quality and inspection standards. Certification of the products, processes and materials used has become mandatory in many cases. Full tracking and traceability of items may also be crucial, especially for products for sectors like automotive, energy and process industries. ISO certification is also not enough, as the user industries are putting more emphasis on process control. 

Opportunities

A clear trend is visible in the world market. That is, the OEMs are concentrating more and more on core business, R&D and marketing, and are outsourcing their non-strategic activities. General Electric, for example, is currently outsourcing its non-core businesses focusing on development and the key processes and laying more responsibility in the hands of subcontractors. This could offer opportunities for exporters in the developing country like ours.

The competition from China is expected to come down in the near future. China has more or less reached its maximum capacity of steel production. 75 percent of its huge output is now used to feed its domestic demand, making only 25 percent of the annual production available for exporting. The Chinese government is also slowing down the economy to prevent “over heating” and is implementing “energy saving programs”. This is a great opportunity for India to make a dent in the market of the developed countries.

The Centre for Promotion of Imports from Developing Countries, Netherlands says that while the saturated capacity of China offers opportunities for developing countries like India, Pakistan, Philippines and Colombia, India has the best chances provided they align themselves with the standards and requirements in the target destinations. 

The Council commissioned a study on doubling exports of engineering goods from India by 2009-10. This study, carried out by Fergussons, has identified Industrial castings as one of the thrust products to achieve this target. In industrial castings category, moulding boxes for metal foundry and transmission shafts including crankshafts and camshafts have been identified as the items with significant growth potential. While USA, UK, France and Germany are the existing thrust markets for these items, the study suggests that the CIS Countries, Australia and China are the markets of the future for these items. 

Engineering Process Outsourcing (EPO)

India is already an established centre for the Business Process Outsourcing, ie, BPO for the world. Our country is making its foothold stronger in the area of Knowledge Process Outsourcing, which is KPO. However, I feel that India can still deliver more, and I urge upon the captains of the industry to promote India as a centre for Engineering Process Outsourcing (EPO).

EPO will have a better potential in overseas countries since the value addition will be much higher as compared to the low-end data processing and transaction based BPO opportunity. EPO work will involve delivering services relating to Project Management, Procurement & Engineering, Manufacturing process improvement, process simulation study, product design support, product performance testing through virtual simulation, Research & Development and so on. To my mind, EPO will make much better use of Indian intellectual capabilities. 

China has overtaken India as a manufacturing base. To be one-up on China, we have to look at the EPO sector to provide value addition to manufacturing. We have the IT edge over China which will help in realizing our objectives.

Friends, outsourcing from India has become a success story. Many globally-renowned companies have set up their shops in India and are benefiting enormously, mainly on accounts of availability of skilled professionals at a much less cost, and close proximity to the potential markets. After their success in manufacturing products to world class standards based on quality, cost and delivery in India, these companies have started exporting components and also products to group companies across the world. Some of these companies are as big as Whirlpool, Visteon, Kodak, GE and Hyundai. 

Whirlpool is exporting refrigerators and washing machines to South Asia, Asia-Pacific, Latin America and West Asia, and its ‘Kitchen Aid’ brand to the US market. Over 60% of Indian production of Kodak are exported to US, Europe, West Asia and Far East. GE has located the largest R&D centre outside US in Bangalore in India. Hyundai is using India as its export hub.

This is a clear indicator of the fact that India has emerged as a major and reliable supplier of components even finished products. It is high time we put in our efforts to take this success further.

Impediments

Exports at large, and exports of engineering goods in particular is already at a cost disadvantage owing to the inadequate infrastructure in our country and the disability factor suffered by the Indian exports on account of high power tariff, high cost of finance and other transaction costs. To add to all, the exporters now have to bear the burden of FBT & Service taxes. There is also an element of uncertainty with respect to the DEPB Scheme and the alternate scheme which is expected soon. These impediments are creating stumbling blocks on the way of realization of our export potential. I have already told you about the Strategy Paper of the Council. I would like to share with you one more finding of this Paper. The Paper states that Indian engineering exports have the ability to grow at a rate of 30% per annum for at least the next five years. However, because of the absence of a proper support system, only half of this potential can be realized in the short run, and our exports can grow only at 15% per annum in the said period.

EEPC: a friend for 50 years

Friends, let me now say a few words about my own organisation. EEPC is the largest export promotion organisation in India with a base of 13,000 exporters offering a wide range of engineering items, starting from very low value-added items to very high value added items.

EEPC is 50 years young now. Exports have grown from $5 Million in 1955 to $ 18 Billion. We are celebrating our Golden Jubilee this year. EEPC happens to be the first such organisation in India who obtained quality certification. We have nine offices in India spread over regions, and four offices overseas, in Düsseldorf, Chicago, Johannesburg and Singapore. 

I would like to make a special mention here of our India Engineering Centre which we have opened in Chicago. The Centre is a warehouse, display and distribution centre for Indian engineering goods. 49 companies are already present in this Centre. We have entered into an agreement with Schenker, USA for logistics support for the Centre. I am of the opinion that the Indian foundry industry can use this center in a big way and would recommend to consider having presence in our IEC. This center will facilitate Just in Time delivery to American customers.

A similar center is being set up in South Africa also.

EEPC’s role: the global partner

EEPC takes you to the world. EEPC is perhaps the only Council which organizes twice every year its own wholly Indian Engineering show, INDEE in the prospective global markets besides organizing BSM, inviting and sending delegates.

Friends, we all know that the Hanover Messe is the Premier Exhibition in the world for engineering covering virtually the entire outsourcing market. It is one of the biggest opportunities for the Indian manufacturers to be at the centre of attraction of more than 200,000 serious trade visitors.

This year’s Hannover Messe is going to be very special for India as you must all be aware that India has been invited as the partner country, after a gap of 21 years. This invitation is a global recognition of Indian Engineering skills and India’s growing Economic significance in the world. 

It is a matter of great honour for EEPC to be chosen as a nodal agency by Govt. of India to manage the entire show. The Council has been given the responsibility to organize national participation and the India Pavilion in the fair. For this, the Council has taken a space of 100,000 sq feet. The expected participation from India is 300 companies.

I invite you all to take advantage of this event and make your mark in the international scene. Please get in touch with the Mr Rana Roy our Regional Director for more details. 

With these words, I once again thank IIF for inviting me to this workshop, and giving me the opportunity to share my views with you all.

Thank you all for a patient hearing!

