SPEECH OF MR.RAKESH SHAH, NATIONAL CHAIRMAN, EEPC

ALL INDIA AWARD (2003-04) PRESENTATION FUNCTION

ON JANUARY 13, 2006 AT MUMBAI

At the outset, let me wish all of you a very happy and prosperous New Year 2006! I welcome you all to the All India Award Presentation Function. 

It gives me immense pleasure to specially welcome Shri Kamal Nathji, Hon’ble Minister of Commerce & Industry. Sir, let me compliment you for creating an enabling environment for exporters, which has started bearing fruit. The results of 2004-05 amply show that our exports are gradually coming out of the shackles. Sir, allow me to point out that the engineering sector had the highest sectoral contribution in overall exports from the country in 2004-05. 

Sir, we salute you for your great efforts in the Hong Kong Ministerial of WTO where you were a prime force behind the coalition building and unprecedented alliance among a large number of developing and least developed countries with diverse interests. Sir, this could be vital in achieving a pro-development outcome from the Doha Round.    

A very warm welcome to Shri G.K. Pillai  & Shri K.T.Chacko.

Friends, allow me to go back to 1896, the year the modern Olympic Games started in Athens. Baron de Coubertin, the father of the modern Olympic Games, coined a wonderful motto for the games – citius, altius, and fortius which loosely translated means faster, higher, and stronger.

Ladies & Gentlemen, these lines could very well apply to the magnificent achievement of our engineering exporting community whom we have gathered here today to honour. Truly, they have battled tremendous odds to surpass comfortably the targets set by the Government. With further encouragement and trade facilitation measures from the powers that be, we can achieve the Herculean task. Of that I am supremely confident.  

It warms the cockles of my heart to observe that fifty years ago the Engineering Export Promotion Council was set up as a joint initiative of the Government and Industry to serve national interests. For such an initiative to have succeeded, it was necessary to have a meeting of minds and hearts. Today, the government policies have allowed industry to operate far more freely in an era of intense global competition. Perhaps the crux was in the changed mindset.  The new mantra was to compete in quality and price – or perish! Industry has shown that it does not need pampering but given a level playing field it could reach Olympian heights. And it has done so with a vengeance. This year’s performance, the result of cumulative hard work over the last few years, is a gold medal winning performance and all honorees here are gold medalists!

I have only one word of advice for my exporter friends. Our ultimate destiny lies in our own backyard. I refer to our neighbours in South East Asia. Our esteemed Prime Minister, always a pragmatist, is a strong votary of a Look East policy. He believes very strongly in building bridges of friendship and trade with ASEAN countries. FTAs have been signed. Friends, do take advantage of the openings created by such initiatives. In fact, bilateralism is a fact of life in this age of pacts. Please factor your export strategies to accommodate this trend. Success will be yours and EEPC will always be at hand to tie up loose ends.  

Sir, let me take this opportunity to share a vision of the Council with you. The big names in the Indian engineering industry and their excellent performances suggest that India can be exploited as a major outsourcing hub. In fact, in the larger global arena, awareness of India’s engineering capabilities is on the rise.

India is already an established centre for the Business Process Outsourcing (BPO). Our country now is creating a niche for itself in KPO i.e. Knowledge Process Outsourcing.  So why can’t we have a path breaking concept of EPO? I mean let us develop India as a centre for Engineering Process Outsourcing (EPO) by making full use of Indian intellectual capabilities. EPO work will involve delivering services relating to Project Management, Manufacturing Process improvement, process simulation study, product design support, product performance testing through virtual simulation, Research & Development etc. 

Sir, I strongly feel that proper development of EPO in the country will have an enormously positive and long term impact on the export of engineering goods.

Friends, now let me share a few achievements of your Council and its plans for the future:

Over the last  5 decades, export of Indian engineering goods grew from a paltry US$ 10 million in 1956-57 to US$ 15.9 billion in 2004-05, a 1600 times growth.


In the fiscal year 2004-05, Indian engineering exports registered a healthy growth of over 38 %. More importantly, the share of engineering goods as a percentage of total merchandise exports of US$ 80 billion was above 18 % - the highest sectoral share in India’s total exports.


The target for 2005-06 has been revised upwards to US$ 18.3 billion. I am extremely bullish that we will surpass this target. As I had promised last year, we continue to be on course for doubling our engineering exports by 2009 (perhaps even earlier!) and carving out a 1.5% share of total world trade. 

Friends, when India embarked on its quest for exports, it began with low value raw materials to developing nations. Today India is one of the most technologically accomplished nations. Our exports now comprise high value added advanced capital goods and services to technologically advanced nations. An analysis of trends in engineering goods exports suggests that our export basket is now dominated by transport equipment, machinery & instruments and metal manufactures. The destination of about 40% of the country’s total engineering exports is to the two most quality-conscious markets of USA and Europe. 

The Council has never been an ivory tower protagonist. It has painstakingly done its homework and put its ears close to the ground. The results are there for all to see. In fact, the best compliments have come from my exporter friends appreciating the role of the Council. Let me outline some of the measures implemented by the Council recently.

· In Africa, the Lagos office has been shifted to Johannesburg, South Africa, which has emerged as India’s biggest trading partner in the continent in recent years. 

· With the opening of the India Engineering Center, a permanent display cum warehousing center in Chicago, the Council has succeeded in establishing a beachhead in the US heartland. This center was inaugurated by Shri Kamal Nathji, himself in Chicago on 27th September last year. A similar center will be set up in South Africa shortly.

· For the first time ever in North America, INDEE was held in Mexico City, and it was a big success. 

· Another feather in the Council’s cap was being nominated by the Government of India as the coordinating agency for the world’s largest Engineering Show Hanover Messe 2006, where India has been invited as the partner country after a gap of two decades. Indian engineering exporters will have a wonderful opportunity to display their products and services before a highly demanding EU market.  Thank you for the honour, Sir.

· Friends your Council is going digital in a big way. An exporter friendly website has been launched in September this year replacing our earlier web site. 

· The Council is also the first to implement ERP in all its offices, which is in the process of completion. So friends, soon you can look forward to more value added services from the Council. 

This august gathering will be pleased to know that on receiving the Strategy Report from A F Ferguson on export promotion the Council has submitted its suggestions to the Government on infrastructure, taxation and Foreign Trade Policy for its consideration. Sir, I would like to draw your kind attention to the fact that the consultants believe an annual growth of 30% in exports of engineering goods is entirely achievable. However, only about 15% growth can be achieved every year for the next five years because of the absence of adequate infrastructure, high transaction costs and other support factors. The Council aims to reach USD 30 billion mark by 2009-10, and I am sure we will together make it a reality. 

Many important promotional activities have been planned for the financial year 2006-07. The Council will organize two INDEEs, our own wholly Indian Engineering Exhibition in Russia and China. We have also planned an India Engineering Meet in New Delhi, where 200 foreign business delegates from Latin America, CIS countries, Africa, Southeast Asia, Australia and New Zealand and Europe will be invited.  The Council is organizing such an event for the first time. This initiative is especially for the benefit of smaller exporters who are unable to take part in foreign trade exhibitions. The Council will make an effort to bring the world to them.

Dear friends, in this aura of optimism however, there is a tinge of grey.  The path to smooth exports is still riddled with hurdles. Some of these are: 

· The issue of applicability of Sec 80 HHC for income arising out of sale of DEPB and also in case of Negative Profit has been only partially resolved. The Taxation Laws (Second Amendment) Act, passed by the Parliament recently, give full relief to exporters with turnover less than 10 crores. For larger exporters the situation remains unresolved. Sir, on one hand the Government has devised the Target Plus Scheme to encourage the status holders. On the other hand, it strangles them by imposing taxes and levies. Sir, it seems that the Government is motivating the large players to break into smaller companies. We exporters look on  this  as an act of discrimination Sir. I am afraid that unless these anomalies are addressed, it is bound to have an adverse impact on our export performance.

· The DEPB Scheme has again been given a new lease of life up to 31st March 2006. The Government must now realize that short term extensions of this very popular scheme is already hurting exports, as exporters are reluctant to enter into any long term contract under this Scheme. As the Convenor of the Working Group on Different Export Promotion Schemes under the Board of Trade, I had suggested that the Scheme should be continued for at least two more years. By  then import duties are expected to come down to the ASEAN level and Goods and Services Tax is expected to be in place. 

· Fringe Benefit Tax has been levied on travel, Trade Fair Participation, Free trade samples and even invitations to overseas buyers to visit India. Sir, all these are legitimate and essential costs incurred in export promotion.  It is ironical that while the Government is actively encouraging exporters to participate in trade fairs by giving grants under MDA and MAI, such activities are now being taxed!

· Further, Service tax has been levied on Payment of Commission to foreign agents, participation in Trade Fairs, Warehousing etc. This is baffling since these services are provided outside India to the Indian exporter. 

Sir, this is against the principle of No Taxes & Duties are to be exported.
· Refund of VAT paid by exporters has emerged as a major issue and still remains unresolved in most of the states.

Here I must now share my concern with you. Exports during November 2005 were 11.38% lower in dollar terms than exports during November, 2004. 

The slippage in November has affected the performance of the engineering sector as well. While lower value realisation for primary steel products due to fall in international prices is one of the reasons, the negative impact of the imposition of service tax, fringe benefit tax etc and uncertainty over DEPB and 80HHC have possibly taken their toll.

To put it in perspective, in transaction costs we are already suffering a disability factor of about 20% while costs in the  neighbouring South Eastern nations is only  to the extent of 3-3.5%!  The introduction of FBT and Service Tax will make our exports even more uncompetitive in the world market. I would like to believe that this is not the intention of the Government and that these measures will be repealed. Sir, you have always been a pillar of support to the exporters. I humbly request you to resolve these issues at the earliest. 

Sir, you are aware that the Council is celebrating its Golden Jubilee this year, and you have kindly consented to be the Patron-in-Chief. Grand celebrations have been planned in New Delhi. We have requested the Hon’ble Prime Minister to be the Chief Guest for this occasion. Although we have learnt that he has consented in principle to be present, we are yet to be informed of a firm date of his convenience from his office. I request you, Sir, to facilitate finalisation of the date on which we can hold the function. 

I conclude by exhorting my exporter friends to examine the dynamics of a rubber ball. The harder you bounce it, the higher it rises. So do rise to the challenges. I know you will emerge with flying colours.

With these words, I welcome you all once again. I once again thank the Hon’ble Minister and other dignitaries for their morale boosting presence on this special occasion.

Thank You.

