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It gives me immense pleasure to welcome you all today to this interactive session with Director General of Foreign Trade Shri Chacko. I specially welcome Shri Chacko and thank him for his gracious presence. Sir, your presence here is a clear demonstration of importance you attach to Engineering Exports which plays a vital role in the overall economic development of the country. We are extremely grateful to you Sir, for giving my fellow exporters an opportunity to interact with you, inspite of your busy schedule today, meeting CII and FIEO in the morning and now meeting us on your way to the Airport. Friends Shri Chacko has a vast experience of working with Trade and Industry. We are fortunate to have you Sir at the helm of affairs as the DGFT. Sir, you would kindly recall that I had the privilege of meeting you personally at your office when I had briefly apprised you of the objectives of the Council, our activities which we undertake regularly to augment engineering exports from the country and also some of the issues adversely affecting exports.

I also welcome Shri Manoj Kumar our local friend and guide to this meeting.

Sir, your association with EEPC has been for very long, still I will take this opportunity of updating you on EEPC. Sir, our Council was formed in 1955 under the aegis of Commerce Ministry and it was inaugurated by Late T. T.  Krishnamachari, the then Union Minister of Commerce.  I take pride in informing you that our Council has stepped in the 50th year of its services to the exporting community and the nation on 21st September, 2004.  Last year we have crossed US$ 10 billion mark surpassing our target of  US$ 8.5 billion, thus achieving 28% growth in Dollar terms as against 16% growth in country’s exports. We are the largest net Foreign Exchange earners in the country in view of our minimal import content in the Export product.  You will kindly agree that the Council has played a pivotal role with the support of Ministry of Commerce and have contributed immensely in the exports of the country during the last 50 years.
· Today the Council has a membership of 12,000 members from a modest beginning with 40 members in 1955.  
· Exports have also increased from US$ 10 million to US$ 10 billion in the last 50 years.
· Export Basket which comprised of low value raw materials, now comprises of high value technologically advanced capital goods.

· The goods which used to be exported to the developing nations only are now exported to developed countries.  Majority of our exports are now going to the developed markets of U.S.A.  and E.U.

This tangible growth in exports has been possible only due to the relentless efforts of my fellow exporters, who in spite of all odds and obstacles, have excelled, thereby pushing up exports to record level. Today engineering sector contributes 1/6th of the country’s exports. 
Eastern Region had the largest share in India’s exports, but today its contribution is the lowest amongst the four regions in the country. This region has tremendous potential and I will be personally obliged as a Kolkatan if special attention is given for development of exports from this region. 

I am glad to inform you that the Council has set a challenging target of US$ 12 billion for the current year and target of 15% growth every year for the next 5 years.  This would translate into an export of US$ 20 billion by the year 2009.  We are in the process of preparing a Medium Term Strategy Paper which will define the role of EEPC, Government and the Exporting Community with the objective of achieving the targets set.  This study is being carried out by the  renowned Consulting  Firm  M/s A F Ferguson & Co.   

Sir, I compliment the Hon’ble Union Minister for Commerce and Industry Shri Kamalnathji and your office for bold steps announced in the Foreign Trade Policy on 31stAugust, 2004. You have appreciated the need for transparency and unshackling controls to reduce the transaction cost. The very objective of neutralizing incidence of levies and duties on inputs used in export product based on the fundamental principal that levies and duties should not be exported will go a long way in making the Indian goods more competitive in the world market.
Here I would like to refer a news report appearing in Eco Times of 2nd September which really enthused me…….

Quote

When it rains, it pours. At least for exporters. After Service Tax waiver, the export community may receive another windfall in the form of exemption from 29 types of cess.

Unquote 

I sincerely hope this becomes a reality.

Sir it rained, it poured, only for exporters, not for windfall gains but for painful losses and unwanted harassment. To name a few:-
· DEPB rates have been  drastically cut on all Engineering items. I am aware the rates have to be revised with the reduction in Customs Duty. Some consideration was expected for existing firm commitments of the Exporters. Again Sir it is a well accepted fact DEPB was compensating the Exporter for more than the Duty suffered, which was taking care of certain amount of disability factor. DEPB rates for Engineering items can be revised upward by relaxing the Value Addition criteria. Sir you will be surprised to note that Jute Goods has a higher DEPB rate than most of the Engineering items today where there is no import content.

· Sir, again I would like to bring to your notice, unnecessary litigation that are cropping up due to certain Technical Flaws and want of clarification with respect to exemption of Income Tax on Export Benefits under Section 80HHC. This is primarily because Section 28(iii) of the Income Tax Act was not suitably amended subsequent to repealing of Import Export (Control) Act, 1947 and its replacement by the new  Foreign Trade (Development & Regulations) Act 1992.  Similarly the effect of new Drawback rules was also not incorporated in the relevant provision of the IT Act.  Sir, you would kindly appreciate the intention of the Government was to exempt export profit under Section 80HHC and not to cause unnecessary harassment  to the exporters. I am thankful for assuring me during our meeting to take up this issue with our new Revenue Secretary Shri Chandrasekhar.

Sir, you will kindly appreciate that the targets set by the Government and by EEPC are very challenging.  There is an immediate need that exporters are left with job of market promotion and exports only. 

The following issues needs to be addressed immediately:

(a) Availability of raw material at the right price specially steel and pig iron.
(b) Implementation of measures to reduce transaction cost, including ensuring inter departmental and inter ministerial co-ordination, specially between Customs and office of DGFT. Sir in one of the meetings it was mentioned whatever Commerce proposes Finance disposes. Glaring example is the Target Plus Scheme which is yet to be notified.
(c) Full implementation of VAT.
(d) World class infrastructure to be made available. Congestion  at the JNPT Port is alarming and Exporters are suffering for last 1year.  Some steps have been taken after the intervention of EEPC and Commerce Ministry. These measures will ease the situation temporarily. Long term solutions are either to create additional infrastructure, which cannot be done overnight or encourage exporters to move to other ports like Vishakapatnam, Mundra etc by offering competitive rates for Port Charges, Inland Haulage and Shipping Freight.
(e) Making available the intended benefits under Section 80HHC of I T Act as requested earlier
(f) To ensure Competitive Freight Rates. Today there is no National Carrier which can provide competition to the big Shipping lines to keep a check on the freight rates, hence exporters bear high freight cost. In absence of a strong National Carrier some kind of regulatory mechanism must be put in place to protect the interest of the exporters. 

Sir, another issue which has been addressed to in the National Foreign Trade Policy by the Hon’ble Union Minister is replacing of the most popular Duty Neutralizing scheme “DEPB” by a new Scheme.  I understand that a broader All Industry Drawback scheme for refund of Customs and Excise Duty shall be announced shortly.  I would request you to kindly ensure that all items covered by DEPB are included in the draw back schedule and the pre-condition for import content  in the Export Product should not be a pre-condition to avail benefit under this new  scheme. Further the scheme should be announced immediately so that we can book contracts accordingly. No business can be booked in this environment of uncertainity. Alternatively atleast an announcement can be made that the existing DEPB entitlement will continue for 4-6 months even after the new scheme is announced so that we can atleast book contracts to that extent.

Some of the other issues where we need your immediate help are:-
· Exporters are yet to receive their entitlement under the earlier Policy on achievement of 25% growth with a threshold of 25 crores.
· Exporters of Diesel engines are denied DEPB benefits at Mumbai port only inspite of clarifications issued by your office.
· Conversion of Shipping Bill for exports of Castings made during the Sunset review. My colleague will dwell more this subject.

Sir, coming back to EEPC, the Council undertakes various promotional activities like Buyer Seller Meet in India and overseas, Trade delegations and participation in International Trade fairs. We organize wholly Indian exhibitions – The Indiatech to popularize Indian Engineering goods.  So far we have organized 10 such exhibitions at Nairobi, Lagos, Colombo, Cairo, Caracas, Birmingham, Melbourne, Addis Ababa, Sao Paulo and Almaty.  The 11th Indiatech exhibition is scheduled to be held at Jakarta in March, 2005. Another initiative taken by our Council is setting up of Indiamart – A Display cum Warehousing facility in Chicago under the MAI scheme of Ministry of Commerce.  This will definitely facilitate Just in Time delivery to the overseas buyers.  

Before I conclude, I will like to draw your kind attention that the entire Project  Export activities has been now brought under the purview of the erstwhile Overseas Construction Council of India which has been renamed as Project Export Promotion Council of India (PEPC) with effect from July, 2004.  The reasons for this is not  known to us. Sir, 30% of engineering goods comprise of Turnkey Projects , Capital goods and supplies.  EEPC has been serving these exporters to their entire satisfaction. This is apparent from robust growth in this sector. Civil Construction was also under EEPC at one time. Overseas Construction Council of India was formed since it was felt that Civil Projects are totally different from Engineering goods & Industrial Projects. Now the inclusion of Turnkey Project, Industrial Project, Capital Goods and Services under the purview of the new  PEPC is not understood since it contradicts the very logic which supported the formation of a separate council for Civil projects. Sir you are requested to kindly re-look into the decision since Industrial Projects Exporters cannot be served better by anybody else but EEPC only.

I am thankful to you Sir, for recognizing that the need for making India Global hub for manufacturing. Announcement regarding import of Second Hand Capital Goods without any age restrictions and reduction of minimum depreciated value for Plant & Machinery to be relocated into India from Rs.50 Crores to Rs.25 Crores will definitely facilitate in making India as the Factory of the World.  These announcements will also meet the prime objective of employment generation as detailed in the National Common Minimum Programme of the Government.  We at EEPC are also doing our part. We have firm plan to hold an Outsourcing Conference in April, 2005 in Germany to coincide with the Hannover fair.  

I am not dwelling on other announcements in the Trade Policy but I am sure the initiatives will definitely help India to achieve the 1.5% share in the Global Trade by the year 2009 but the big question remains are we ready in terms of infrastructure requirements and other allied services for export trade .                        

Sir, with these word, I welcome you once again and thank you for sparing your valuable time to interact with us.  I also thank you all for a patient hearing.                           

