Seminar on 

“Newer Financial Instruments & Emerging Opportunities”

Kolkata, Park Hotel, July 18, 2007

Theme Address by Mr. Rakesh Shah, National Chairman, EEPC

Thank you Mr. Sehgal for your warm words of welcome and let me also extend the same to our distinguished speakers, experts and guests who have kindly taken time off to be with us this morning on this occasion.

The current fiscal year beginning April 1, 2007 has thrown up many challenges for India’s exporting community. The Rupee appreciated over 12% in a short span of eight months thereby making all cost calculations of exporters go haywire. The Council was, perhaps, one of the first institutions in the country which systematically and on a concerted basis kept the Government and the RBI informed about the impact that a combination of sharp Rupee appreciation together with hike in export credit cost and escalating raw material price would have not only on exports but on the entire manufacturing sector in the country. We stressed, in particular, the adverse impact that an exchange rate promoted imports would have on industrial production and more importantly on employment. 

It took a while but our sustained efforts did convince the Government that there was considerable merit in what we were saying. As the May 2007 exports data came in and industrial production figures dipped, the Government responded with a set of measures to partially offset the problems faced by the exporting community at large. The Government identified 9 critical sectors including engineering which needed to be supported with enhanced duty drawback and DEPB rates as well as lowering by 2 percentage points the interest rate on packing credit. Further, the ECGC premium rates where lowered by 10% as had been promised earlier by the Commerce Ministry.

Indeed, when looked at from the perspective of the losses being suffered by exporters since April 1, 2007, the above measures are most timely. It, must, however be noted that the Government is yet to announce Service Tax exemption notification on post-production services for export purposes. The Economic Advisory Council headed by Dr. C Rangarajan pointed out on July 16th that appreciation of the Rupee is likely to be one of the instruments to control the increased inflows. Thus, even if the rate of inflation were to come down in the ensuing months, which way the Rupee will move remains anybody’s guess. 

It is this, increasing “corridors of uncertainty” and the enhanced “ifs and buts” of macroeconomic management, arising out of India’s global integration that the exporting community, especially the SME sector needs to recognize and develop counter strategies to meet the challenges of accentuated financial liberalization. 


As India embraces financial liberalization in all its manifestation, we will have to adopt new technologies, newer financial instruments and leverage our manufacturing strengths to remain in business. Whether we like it or not, we will have to use hedging and derivative instruments along with other productivity raising avenues to ensure that the forward march that we have taken in the last decade and half to increase our presence in over 60 countries does not suddenly turn a wasted effort.   

It is in this context, the Council took the initiative to organize this Seminar to present some of the new developments with regard to technology and the emerging business instruments so that our members get a feel of the new environment in which they will have to operate and the opportunities and challenges that lies before us.  Carbon Trading or trade in Certified Emission Reduction (CER) units is one such novel concept that took shape after the signing of the Kyoto Protocol of the United Nations Framework Convention on Climate Change. The idea is simple: invest in eco-friendly technology, reduce greenhouse gas emissions and trade in the CER units that one obtains in doing so. I am told that for smaller companies, there are cases where net profits have jumped by as much as 300% and around three-quarters of the registered Clean Development Mechanism (CDM) projects from India is by companies having a turnover below Rs 1,000 crore. Thus, carbon trading is emerging as an essential tool in efforts to reduce global warming gas emissions and today we will learn from our experts the nuances of carbon trading for sustainable development.

The Council has played a pivotal role in showcasing the opportunities that can emerge from joint global tendering and sub-contracting since the early 1980s. We have hosted international sub-contracting conferences in Paris as well as in Tokyo exploring the possibilities that lie in such commercial practices. In a sense we were ahead of our times and with India being increasingly drawn into vortex of globalization, a fresh look at the issues dealing with global tendering and sub-contracting opportunities is, once again, an order of the current times. Today’s presentation will give us a perspective of the issues that needs to be looked into by our member companies for benefiting from global tendering and sub-contracting opportunities.

The other interesting development relates to the critical factor behind Globalization Version 3.0, to borrow from Thomas Freidman’s famous book “The World is Flat”. This relates to the developments in the field of Information Technology that has flattened the world, as it were! Indeed, IT is now becoming the backbone for all forms of activity, be it industrial, trade, and academia or even at our homes. Today, we will be introduced to the benefits of SAP which is emerging an integrated solution to take care of accounting, marketing, finance, manufacturing, inventory and their reporting needs. SAP provides an IT based solution to track costs and profitability leading to greater resource use productivity that results in lowering operational costs and improved business prospects.

I do hope that the bouquet of diverse services, technologies and instruments that today’s Seminar will bring before you all will help in drawing appropriate strategies since the exporting community is likely to meet diverse challenges in the days ahead. These adverse factors have its roots as much in domestic economic policy formulation as also those due to external factors. We will have to adapt to these trying times with the help of the new instruments and technologies that are being devised together with our own determination to succeed against all odds.
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