[image: image1.png]EEPC INDIA




ENGINEERING EXPORT PROMOTION COUNCIL OF INDIA

ALL INDIA AWARD PRESENTATION FUNCTION: 2005/06

JUNE 1 2007, NEW DELHI

Welcome Address by Shri Rakesh Shah, Chairman, EEPC India









One of India’s greatest leaders in post-independent India and perhaps the most astute Prime Minister of the country, Late Shrimati Indira Gandhi, once advised her fellow citizens and I quote “there are two kinds of people; those who do the work and those who take the credit. Try to be in the first group; there is less competition there”. Unquote. 

Ladies and Gentlemen: EEPC India has been one of those few institutions that have tried to imbibe what this legendary leader had advised. In the midst of all the “media glitz” and other aspects of showmanship that characterize the present times, the Council has silently worked for the welfare of its constituents. 

Friends, today is one of those occasions when the Council salutes the remarkable work done by its fellow members. We take pride as we recognize the success of our fellow engineering exporters at the National level for the year 2005/06. And who better to share with us this momentous occasion than India’s Commerce & Industry Minister, Shri Kamal Nathji. A warm welcome to you, Sir, for sparing your valuable time to enable us to show case to you the achievements of our members. A hearty welcome to Shri Rajeev Kherji, our Joint Secretary in the Department of Commerce and a constant source of wise counsel and advice. I also extend a warm welcome to all dignitaries and distinguished guests present here.

Hon’ble Shri Kamal Nath has been a resolute friend of the exporting community. Sir, as India’s Commerce & Industry Minister, you are in a position today to change India’s destiny. I refer, in particular, to your pioneering leadership in the WTO where the member countries are currently negotiating the Doha Trade Round. The Doha Round should be a substantive “Development Round” and not simply a jargon used by the Developed world to force open markets of the developing world.
Ladies and Gentlemen: It was a year before 2005/06 that engineering exports emerged as the largest commodity exporter and foreign exchange earner for the country accounting for 20% of India’s total exports. 
It will, however, be a remiss on our part that while we acknowledge today’s Award Winners, we must not forget to applaud the efforts of our other fellow member exporters who missed the Awards this time around, but whose contribution in the national effort of export promotion has been no less. 

Sir, the competition in all the categories was intense and though my congratulations go to the 86 Award winners, I do believe that those who missed the bus this year will receive due recognition in the following years.   

Friends, EEPC celebrated its Golden Jubilee on January 23, 2007 at the Vigyan Bhavan in New Delhi. The Golden Jubilee was inaugurated by the Hon’ble President of India, Dr. A.P.J. Abdul Kalam along with Shri Kamal Nathji. In his brilliant inaugural address, Dr. Kalam exhorted the Indian engineering exporters to excel even further. President Kalam suggested that the Council set an engineering exports target of USD 100 billion by 2016, which implies a four fold increase from the current exports figure. On this momentous occasion, our Patron-in-chief Shri Kamal Nath made an equally remarkable address, observing that there was no ground for complacency and engineering exporters have to continuously innovate to move into a higher growth orbit and create employment opportunities for their fellow country men and women.

In the Annual Supplement to the Foreign Trade Policy (FTP) announced by Kamal Nathji on April 19, 2007, an overall export growth of 28% has been estimated to enable total exports to grow to USD 160 billion in 2007/08. Thus, engineering exports for 2007/08 is projected in the range of USD 35-36 billion. 

The Annual Supplement to the FTP contains a number of progressive measures for the benefit of Indian exporters. The announcement by Shri Kamal Nathji to exempt from service tax all the services rendered abroad as also draw up a remission mechanism for the internal service taxes on exports is, indeed, most welcome. 

Earlier there were media reports that the Finance Ministry was not comfortable with the above pronouncement. Thereafter, a clarification by the Government was made that the Finance Ministry is working with the Commerce Ministry to make operative the commitment made by Kamal Nathji. 

This clarification, Sir, is indeed a welcome relief. I would, however, urge you to kindly ensure that the actual notification comes out immediately and it honors your commitment of exempting service tax on all services rendered during post-production export of goods. 

I say Sir, this because our experience with regard to VAT refund for exporters, for instance, leaves much to be desired. Para 2.5 under the heading “Treatment of Exports, etc” of the “The White Paper on State Level VAT” prepared by the Empowered Committee of the State Finance Ministers and released on January 17, 2005 states and I quote: “for all exports made out of the country, tax paid within the State will be refunded in full, and this refund will be made within three months”. Unquote. Unfortunately, while some states have been giving VAT refund, there are still many states where exporters are yet to receive any VAT refund.  
Sir, we would, therefore urge your intervention in this matter by taking up this issue with the Inter-State Council pertaining to VAT so that States adopt uniform procedural policies including on VAT refunds.

The EEPC welcomes expansion of the Focus Market Scheme (FMS) as well as the inclusion of Mica and related products in the Focus Product Scheme (FPS), though the important tariff lines in the Mica sector have not been included. 
The Council has now received a request that Ferro Alloys should also be included in the FPS list given the serious power cost disabilities vis-à-vis their foreign competitors. I do feel that there is merit in their argument and request Kamal Nathji to consider the inclusion of Ferro alloys and the two critical tariff lines (HS 2525 and 8545) in the Mica sector in FPS. 

Sir, again the DFIA Scheme should run for the full tenure of the current FTP i.e. upto 2009 so that exporters have confidence on the continuity of the Scheme and plan their exports taking into account the neutralization effect of such schemes.

Notwithstanding the support received from the Ministry, Sir, the exporting community is in dire straits today.  
The problem began with the rise in prices. As the inflation rates climbed, the RBI began an active monetary policy intervention which apart from raising credit costs, also started appreciating the Rupee.  
The Indian Rupee is at a nine year high against the US dollar. Since May 31, 2006 when a US dollar was worth Rs 46.43, the Rupee has appreciated by 12.7% to Rs 40.52 to the US dollar on May 28, 2007. 

There are other factors that have put additional pressure on engineering exporters. 
In a study carried out by EEPC India, we found that the total FOB Export Sale Price increase due to escalation in prices of steel and related items, export credit cost and Rupee appreciation, all put together, is 20.65%. When looked at the components of this increase, it was found that Rupee appreciation accounts for over 71% increase in the 20.65% increase in total export price while raw material costs and export credit costs account for the rest 28.9% of the increase. 
The Council, therefore, has requested RBI to take pro-active steps like providing Export Finance at Bank Rate plus 50 basis points and stabilize the exchange rate. 

Sir, according to media reports, you have acknowledged the problem faced by exporters on account of Rupee appreciation and have hinted that low import intensity exports will be given additional export incentives.  A number of categories of engineering exports belong to this category and deserve such benefits. We would, therefore, suggest that a certain percentage of Net Foreign Exchange Earnings (NFE) be refunded to exporters as an easy way of offsetting the current adverse domestic circumstances.
Let me now address some concerns arising due to the external trading environment. Sir, the Doha Round of Trade Negotiations is, once again, gathering pace. Tariff cutting in Industrial products or NAMA, will have considerable repercussion for engineering industry and the exporters in India. More importantly, a large number of countries have sought sectoral tariff reduction, which is termed as zero for x sectoral negotiations. EEPC has already given its suggestion with regard to such sectoral tariff cutting with regard to Auto, Hand Tools sector and Bicycle and Related parts sector. 
The other issue that is causing increasing concern is Non-Tariff Barriers (NTBs). Unlike Tariff Barriers which are easy to see and feel, NTBs come in various disguises and most exporters fail to recognize them as Non-Tariff Barriers. 
Some recent examples of NTBs are the blockage of containers from India in the U.S. due to the presence of radioactive contamination in some engineering items; agricultural inspection on Indian engineering export containers looking for possible “bugs” in the said containers; and the use of Buy America Clauses with regard to engineering products in the U.S.  

With regard to radioactive contamination, I do believe that it is important for India to communicate to the US the need to have certain specified norms of contamination since the so-called zero tolerance level prescribed by the US is a figment of imagination.

Sir, on the auspicious occasion of the Annual Excellence Award for Exporters for 2005/06, I have taken the liberty of your distinguished presence in our midst to raise some of the problem areas. The EEPC will continue to provide innovative services to our exporter members and uphold their interests through various promotional activities; policy related work; information dissemination and publicity through our newly designed monthly journal ie2; pro-active interaction with policy makers at all levels and the organization of promotional events like the world class exhibitions under the EEPC banner called “INDEE”. This year, EEPC will organize two INDEE’s: one in St. Petersburg and Johannesburg each to show-case the multifaceted strengths of our Indian engineering companies. At the Jo’bourg INDEE in October, India has been accorded the status of “Partner Country” and, Sir, it would be most appropriate if could kindly lead the Council’s Delegation and inaugurate the exhibition.

Before I end,  Ladies & Gentlemen, I have another request to make to our dynamic Commerce & Industry Minister. As part of our commitment to Shri Kamal Nathji who had advised us to look at the possibilities of diversifying engineering exports into services sector, we had commissioned the internationally renowned consultants A.F.Ferguson & Co. to carry out a Strategy Paper for the Growth of Engineering Process Outsourcing (EPO) from India. A.F. Ferguson & Co. carried out an analysis of EPO industry in India on the basis of extensive research from both primary and secondary sources and has submitted their detailed report to us. 

Today, on behalf of the Council, I have the honor to also request Shri Kamal Nath to release the EPO Strategy Paper for the benefit of the engineering industry in the country. 

The study notes, the Indian EPO market has the potential to assume a size of USD 25 to 30 billion annually in the long term by the year 2015. However, in order to achieve this potential, the Strategy Paper has outlined a series of policy recommendations both for the Government as well as industry. Sir, the EEPC being the foremost EPC in respect of engineering goods has the necessary wherewithal to promote the cause of EPO industry as well. We would, therefore, request you to kindly nominate EEPC to deal with all issue pertaining to the development of EPO services in the country.

As I conclude, I would like to congratulate the National Award Winners for 2005/06, once again, and hope that they will continue to serve the cause of the country in future with all determination. With these words, may I, once again welcome you all and thank Shri Kamal Nathji for his encouragement and valued presence on this momentous occasion?

Thank you.
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