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I join the Regional Chairman, Shri Ravi Sehgal, in extending a warm welcome to you all at today’s EEPC Seminar on ASEAN plus two: Trade Relations and Emerging Opportunities. This Seminar is being organized under the Focus ASEAN +2 initiative of India’s Ministry of Commerce & Industry and epitomizes the growing realization about the synergies that exists between our nations.
· About EEPC 

Let me at the outset say a few words about our Council. The Engineering Export Promotion Council represents the cream of India’s engineering exporters with nearly 12,500 members. We commemorated our Golden Jubilee on January 23rd in New Delhi befittingly inaugurated by the Hon’ble President of India, Dr. A.P.J Abdul Kalam.  Today, engineering exports account for the largest share of the country’s export pie with a 20% share in India’s total exports of USD 100 billion and contributes the most to our foreign exchange kitty.  Interestingly, at his EEPC Golden Jubilee address, Hon’ble President Dr. Kalam exhorted EEPC members to target industrial production of USD 200 billion and engineering exports of USD 100 billion from the country and gave us a decade to achieve this target. 
· Spaghetti Bowl of Trade

It is here, ladies and gentlemen, that today’s Seminar has seeds for immense future possibilities, which if harnessed properly can be mutually beneficial for not only engineering exporters and allied industries, but also for the people of this region who share a common cultural heritage with ASEAN nations.

Friends, as life has taught us, the world is, more often than not, run on second best lines. This is best witnessed in the realm of international trading system. Today, the global trade system is regulated by a motley assortment of unilateral, bilateral and multilateral trade agreements – a ‘spaghetti bowl’ of trade deals to use Professor Jagdish Bhagwati’s memorable turn of phrase. Drawing sustenance from Article 24 of the GATT, many free trade areas have become important vehicles of trade and investment promotion, regional development and technological innovations. The European Union, first conceived with the 1957 Treaty of Rome, is perhaps the most developed entity in this genre of trade blocs that has carried out many innovative ideas: the single market; a single currency; a single visa, to mention a few among the many.
· ASEAN Plus Two

Not far behind has been the Association of Southeast Asian Nations or ASEAN that was established on 8 August 1967 in Bangkok and now has ten member countries. With a population of 545 million, combined GDP of almost USD 800 billion, total trade of about USD 850 billion  and growth rates predicted to be well above the global average in coming years, ASEAN holds exciting commercial opportunities for Indian businesses. This coupled with the economic strengths of Australia and New Zealand brings with it new possibilities of economic exchanges between India and ASEAN + 2 countries. 

Australia’s and New Zealand’s links with their ASEAN neighbours are substantive and enduring, encompassing trade and investment, regional security, counter-terrorism, education and defence cooperation. Together, the Australian, ASEAN and New Zealand economies equate to almost 90% of the Chinese economy. The Closer Economic Partnership (CEP) between ASEAN, Australia, and New Zealand has reduced impediments to trade and lowered business costs in the region. An FTA between ASEAN, Australia and New Zealand is at an advanced stage of negotiation that would provide deeper economic integration making it greater sense for India to engage with ASEAN +2. 
· Look East Policy and FTA with ASEAN

India, though late in playing the regional trade game, has progressed considerably in this field with innovative policies like the “Look East Policy”. The measure of success of the “Look East Policy” can gauged from the spate of bilateral and regional trade agreements that India has either signed or is in the process of signing with our neighbours in South-east as well as East Asia. The India-ASEAN FTA is also at an advanced staged of negotiations. As can be expected there were many hurdles on the way but the 12th ASEAN Summit at Cebu, Philippines has brought considerable hope with agreement being reached on critical issues like rules of origin and India’s tariff concession offer that provide market access to ASEAN countries as also the discussion on broad principles pertaining to modalities for tariff elimination and tariff reduction. We do hope that the negotiations will soon reach its ultimate conclusion leading to the signing of a FTA between India and ASEAN in the very near future.
Indo-ASEAN Trade and Prospects

Indo-ASEAN Trade accounted for an average of 18% of India’s total trade in the last three years. It has grown by eight times from 1993/94 to reach USD 21 billion by 2005/06 with a target of USD 30 billion by 2007/08. Given the high rates of growth on both sides, this target is an achievable one.  India’s exports grew by an average of 31% during the last three years while its imports from ASEAN countries has been growing at an average growth of 28% since 2003/04. 

It may also be noted that India’s Prime Minister, Dr. Manmohan Singh has proposed the creation of an Asian group that would create an “arc of advantage” rivaling the European Union. For Indian businesses, this implies a large window of opportunity and a wider competitive market in ASEAN+2 region that will give a major boost to a whole range of industrial products like machinery, engineering products, mineral products, base metal and metal articles, chemicals, drugs and pharmaceuticals, transport equipment, textiles and apparel, plastics, optical, precision instruments, prepared foodstuffs, vegetable products, and services. 
· Indo-ASEAN Engineering Exports

Engineering exports which accounts for a fifth of India’s total exports has also doubled from USD 1.14 billion in 2003/04 to USD 2.5 billion in 2005/06, even though our share in total ASEAN engineering imports is nothing to write home about. I may also draw your attention to EEPC Strategy Paper brought out in 2005 that had identified the ASEAN+ 2 as one of the thrust regions for the exports of engineering goods. 

The Strategy Paper also noted that in spite of tremendous potential of Indian goods in the ASEAN region, the Indian presence there is marginal. Despite the geographical proximity, India’s engineering exports are just over 1% of the total ASEAN engineering imports from outside the block.  I do, however, believe that the small volume of trade in engineering goods between India and ASEAN+2 is hardly an indicator of the economic significance for our countries. What is more compelling is that though the volume of trade is small, the export basket has potential to move up the value chain and diversify to cater to the emerging and growing demand in the ASEAN+2 countries. Another interesting feature is that the intra-ASEAN trade is only around 30% of ASEAN’s imports from the rest of the world for engineering goods. This signifies that there exists demand within the region which needs to be tapped.  In fact, in the engineering sector, automobile parts and industrial castings have been identified as two major thrust products for the ASEAN region. 
· Issues for Consideration

Though there will be a presentation today on the strategy to enhance engineering trade from India to ASEAN countries, I do believe that given that two important FTAs involving ASEAN is in the offing: ASEAN-India and Australia-ASEAN-New Zealand, why not go a step further to reap economies of scale from India right up to New Zealand? This can be done by having a provision in both FTAs that if one used certain proportion of inputs from the other then the third would allow it on a preferential basis. Thus, if ASEAN countries use certain proportion of Indian products in their exports to Australia or New Zealand, than these products would be allowed duty free by the latter country. The rules of origin (ROO) will be critical here and there will be a need to synchronize the ROO across the two FTAs that are being negotiated.  Paradoxically, this implicitly implies a modest effort towards multilateralizing regional trade agreements.

I must also point out that India has stated that it wants to align its tariffs with the ASEAN level to give a greater impetus to it’s `Look East’ policy and make it easier to sign the Indo-ASEAN FTA. The forthcoming Union Budget will, perhaps, take further steps in this direction. However, tariff alignments within FTAs are generally phased out over a period and it may, therefore, be better if the reduction in India’s tariffs to ASEAN levels is staggered as per the time table laid down by the government last year rather than at one go this year. Also, problems of inverted duty structures that Indian engineering and capital goods industry has to face as a consequence of some of the recent FTAs that India has signed, should be corrected prior to aligning import duty rates. 

Another issue that I would attribute to over exuberance when trade borders are relaxed, is a tendency to exchange goods and services without being conscious of the need for quality checks. A particular problem that our friends in the casting industry are facing is that the metal scrap that they import from the Southeast Asian countries contains Cobalt 60, an isotope, which leads to small radiation emission, and in most cases is of negligible consequence to human health. However, when our products, made out of this scrap is exported out, they are restrained at the ports in the developed world.  Perhaps, when FTAs are signed between countries whether bilateral or regional, such issues need to be addressed and a mechanism needs to be worked out where joint initiatives can be taken to redress such problems.

With these words, may I thank you all for your presence this morning and do hope that the Seminar today will be able to enrich you on the exciting possibilities that lie ahead for Indian companies as they open out to the potential in the ASEAN+2 region.

Thank you
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