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I am honoured to welcome in our midst Hon’ble Shri Kamal Nathji, Union Minister of Commerce & Industry, Government of India.

We are grateful to you Sir, that in spite of your hectic schedule, you have been able to spare your valuable time as we gather here today to felicitate and honour the distinguished engineering exporters for their outstanding export performance. It is indeed fitting since you have always been in our corner! 

Sir, this year the Council is awarding 62 companies from all over the country for their excellence in exports from the engineering sector. Truly, we have a galaxy of performers with us. The new award scheme of the Council was announced early this year to suit the changes that have taken place around us. The awards scheme is now simplified and more transparent. Some new features were added. In this new scheme, we have instituted awards for special contributions in export of thrust products to thrust markets. Sir, EEPC as usual has been able to read your mind once again. In our last meeting on 27th July 2006 you had advised all the Councils to introduce awards for export to thrust markets. We already had it in our new Scheme. We have also incorporated the ‘SME Concept’ in our awards to recognize the performance of the mid-sized companies who used to get lost between the large and the small. 

This year, the competition was quite fierce and the companies who have emerged as winners have truly remarkable records. Friends, I congratulate you all for achieving this feat. 

Hon’ble Minister Sir, your encouragement and active support have taken exports from the country over USD 100 billion last year. Performance of the first quarter has been even more encouraging with over 40% growth. Sir, with your continued support and guidance, the members of EEPC are duty bound to play their due role in exceeding USD 125 billion worth of exports in the ongoing fiscal.

Let me now touch upon the recent export performance of the engineering sector. I have briefed you, Hon’ble Minister Sir, during our last meeting that the engineering sector has again emerged as the largest contributing sector to exports from the country. In 2005-06, DGCI&S figures suggest that exports of engineering goods were at a level of USD 19.18 billion, and we have set a target for ourselves at USD 23 billion. Sir, in the first quarter of 2006-07, our estimated exports are USD 5.5 – 6 billion. 

Hon’ble Minister Sir, growth in exports from engineering sector serves a very important purpose for the country. The export-oriented engineering sector, as the RIS report suggests, is emerging as an engine of employment. Today, over 7% of total employment generated by export activity is in the engineering sector, and this share is increasing. Employment in the export-oriented engineering sector has increased by 92% over the last five years, as against the overall growth of 50% taking all sectors together. Sir, the RIS report also suggests that enterprises within Rs 10 crore export turnover category are the most employment-intensive. We have around 2000 such exporters as our members who are contributing substantially to the national development.

Sir, statistics of exports of engineering goods from India indicate a very interesting transformation of the export basket. The first three items in our basket, viz, machinery and instruments, transport equipment and metal manufactures, which account for around 70% of total exports of engineering goods, are giving an average growth of well above 35% since 2003-04. Hon’ble Minister Sir, these are value-added engineering goods, and their growth hints at a more value-added export basket in the days to come.

Let me on behalf of my exporter friends compliment you for coming out with the Annual Supplement which largely addresses the concerns and requirements of the exporters. The sector-specific policies that you have come up with, seems have started yielding result. Sir, you have been instrumental in factoring in of service taxes into recently announced all industry rates of duty drawback. It was a long-standing demand of the exporting community, and your gesture has made them hopeful about more such export-friendly steps from the Government on the fiscal front. Details of the Focus Markets and Focus Products Schemes have also been announced. Hon’ble Minister Sir, the engineering sector, in spite of its tremendous export potential, has not been included in the Focus Product Scheme. 

Friends, here I must share with you how effectively India’s emergence was championed by the Hon’ble Minister in Davos, and India’s stand was presented before the world in the WTO Mini Ministerial at Geneva. Sir, during the deliberations of the informal meeting of WTO trade ministers held on the sidelines of the World Economic Forum in Davos, you have played a pivotal role in chalking out a work programme in different areas of negotiations including agriculture and non-agricultural market access. You have also taken up the issues in industrial tariff negotiations for the developing countries most effectively. 

Sir, in Geneva you have made it clear that livelihood and food security interests of millions of India's subsistence farmers were not negotiable. To quote the Hon’ble Minister Ladies & gentlemen

Quote:

"I can negotiate commerce, but not subsistence". 

Unquote:

Friends, India played a proactive role in the Mini Ministerial in building on and further strengthening the solidarity of developing countries. Sir, the distinguished participants present here join me in congratulating you for playing the role of a true leader and the spokesman of the developing world.

Hon’ble Minister Sir, though praising one’s self is against our culture, it would be unfair if we say we, as EEPC, have not played our part to promote exports from engineering sector. You had bestowed on us the heavy responsibility of organizing the Indian participation in Hannover Messe 2006, and with all humility I must say that our projection of India to 35,000 business visitors was satisfactory. Hannover, its success and your encouragement has infused fresh blood in our promotional activities, and we have a number of such events lined up at different parts of the globe to showcase India’s engineering prowess.

In November 2006, the India Engineering Exhibition, or INDEE as it is affectionately called, is being organsied in Cairo, Egypt. This show takes place in the venue of MACTECH 2006, which is considered to be a meeting point of the manufacturing countries in Europe, USA, The Far East and the importing countries in The Middle East and Africa. As The Middle East’s Largest Annual Manufacturing Event it brings together buyers, sellers and end users to interact and collaborate. INDEE – Cairo will be more than a tradeshow, it would also become a networking and learning event.

Hon’ble Minister Sir, the Council is organizing a mega event during 22nd and 25th January next year in Delhi to facilitate matchmaking between the SME sector and 400-odd international buyers whom we are inviting to India. The Indian Engineering Meet, as we are calling it, is being organized specially for SME sector who cannot afford to take part in the expensive international events. A series of buyer-seller meets and business seminars would be organized during this Meet to provide a major boost to our international marketing efforts.

Sir, you would be happy to know that the Council will soon open its second India Engineering Centre at Johannesburg. Strategically located on the major world trade routes, South Africa has always been a business attraction for countries in the world over. The inauguration of IEC would coincide with a multi-product delegation to South Africa, Botswana, Mozambique and Namibia. We would also have an India Pavilion in SAITEX 2006 which would be held at Johannesburg around the same time

Sir, the Council is also putting up India Pavilion at many other shows in the potential markets in Europe, South East Asia, Latin America and Africa in 2006-07.

Hon’ble Minister Sir, we have recently carried out a study on our promotional activities, particularly the IndiaTech or the Indee Exhibitions. Very interestingly, we have found that since 1998-99 in almost all the destinations where IndiaTechs were held, India’s exports of engineering goods have experienced a boost. Growth in exports of engineering goods have been stronger in most of these locations than growth in our overall exports. It perhaps signifies, Sir, that the promotional activities organized by the Council are achieving the objectives.

Hon’ble Minister Sir, in our last award function we proposed to develop the concept of engineering process outsourcing from India. You wanted us to work on the concept. In fact, we were all very happy when we saw that in Davos, you recognized EPO as the future prospect of India. You will be happy to know that the Council is commencing a study on the possibilities of developing the EPO sector in India, and the final report will be ready by October 2006.

Sir, as I have pointed out on many occasions, exports of engineering goods and services have the potential to grow at a rate of 30% per annum. It was a finding of M/s A F Ferguson & Co in one of their studies for us. It means, the engineering sector is not playing to its potential, and we have to strive forward to make it a reality. However, we also need a strong support system to be able to achieve it, Sir. 

This is a happy occasion, Hon’ble Minister Sir, and we should not dwell with too many problems here. However, I must convey to you some issues which are impeding exports from the country today.

Sir, services taxes on pre-production activities have been factored in to the drawback rates. However, there are some post-production activities such as payment of commission to foreign agents, payment of inland haulage and terminal handling charges and participation in promotional activities overseas. 

Sir, I raised the issue of service tax during our last meeting in Delhi. I see no justification why service tax should be levied on inland haulage provided by foreign transporters for transporting the goods to landlocked countries. It is adding tremendously to the cost of shipment by road. Let me cite an example here, Sir. Shipment to Zambia, after imposition of service tax, cost me USD 500 more per container. My submission here is, if air freight and sea freight is exempted from service tax, why not freight paid for road transport.

The 80HHC issue and the fringe benefit tax continue to irk exporters, Sir. Refund of state level taxes also seem to be a distant dream. When VAT was introduced, exporters expected refund and factored the amount in their cost. However, not much have happened, Sir. Most of the states, except a very few like Punjab, have not started refunding VAT to the exporters resulting in blockage of working capital for over a year now. 

Sir, here I would also like to request you to consider advancement of implementation of GST to 2008, which is scheduled to be implemented by 2010. This will reduce transaction cost and also ensure smooth refund of taxes and duties to exporters.

Sir, during the meeting in Delhi you had expressed your concern over filing of wrong data by exporters, particularly wrong HS Codes which is leading to erroneous trade data. I would like to take this opportunity to inform my friends here that Government is contemplating penal action for such errors in near future. Friends, please be careful at the time of filling up your shipping bill that you mention the correct HS Code there. Whenever in doubt, log on to EEPC web site, where we have listed the over 5,000 codes for engineering items at 2, 4, 6 and 8-digit levels. It is a searchable database where you have put a keyword to get the matching HS Codes at all levels. In case of doubts, please contact your nearest EEPC Offices. 

Here I have a point to make, Sir. The shipping documents are filed by the licensed Custom House Agents. Before penalizing exporters, I would request you to consider introduction of a system of regular appraisal and skill upgradation of these Custom House Agents, which I am sure will eliminate the errors to a large extent.

Hon’ble Minister Sir, our resolution is to emerge stronger in the days to come. Our members are not complacent about growth in exports and they are all set to work even harder to take our exports to greater heights. We can assure you of higher growth in exports if you can kindly ensure:

a)
No taxes and duties to be exported; and
b)
better inter-ministerial and inter-departmental coordination for smooth implementation of the provisions of the FTP.

I thank one and all for a patient hearing, and welcome the Hon’ble Minister once again amidst us today.

Thank you.

