SPEECH OF MR.RAKESH SHAH, CHAIRMAN

ENGINEERING EXPORT PROMOTION COUNCIL OF INDIA

ALL INDIA AWARD PRESENTATION FUNCTION (2003-04)
ON JANUARY 12, 2005  AT KOLKATA

Wish you a very happy and prosperous New Year 2005.

It gives me immense pleasure to welcome in our midst Hon’ble Shri Kamalnathji, Union Minister of Commerce & Industry, Government of India.

Shri Kamalnathji has many more arrows in his quiver. An alumnus of Doon School, he holds the distinction of having won the Chhindwara Parliamentary seat in Madhya Pradesh for a record eighth time since 1980. Concurrently, he is the Member of the Congress Working Committee, which leads the UPA Government at the Centre. For Shri Kamalnathji, of course, Kolkata will hold fond memories, as he spent three years of his eventful life in the city during his graduation from St. Xavier’s College. I think I can now lay a special claim on your affections, since I too am a Xaverian.

Sir, We are honored 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. We are extremely grateful that you have consented to give away the awards to those who have done the nation proud.  To you Sir, this should be a satisfying occasion since you have always batted strongly for exporters. I can speak with the benefit of personal experience since I had the privilege of being present at the meeting on December 11, 2004 where you reviewed the whole gamut of exports. 

I also extend a hearty welcome to Shri S.N. Menon, Commerce Secretary, who has always lent us a patient ear and gone out of his way to sort out problems of exporters expeditiously whenever these have been brought to his notice. 

I also welcome and express my gratitude to Shri S.S.Kapur, who has all along extended help and cooperation to the Council in its efforts to promote engineering exports.  

I congratulate and welcome with open arms the award winning engineering exporter friends who are the reason why we are all here today and who have made all of us proud by their superlative performance.

Sir, this is the perfect forum to express our heartfelt thanks to the Government of India for giving us a largesse of Rs. 6.50 crores towards the cost of a permanent Trade Facilitation Centre in Kolkata, the state-of-the-art Vanijya Bhavan. Besides the Council, the Exim Bank, ITPO and four other EP Councils too, will have their  offices in this building. This will result in enormous synergies in terms of both co-ordination and co-operation. 

Now not only will there be faster and closer interaction between the ‘Seven Sisters’, exporters and foreign buyers, It will also bring India closer to other industrialized nations including The ASEAN, a cause which is very dear to our Hon’ble Prime Minister who very clearly enunciated a Look East policy during his recent visit to some of the ASEAN nations. 

Ladies and Gentlemen, I am pleased to inform you that Hon’ble Minister has inaugurated our Council’s Office today.

Sir, your visit to Kolkata has been a windfall for yet another reason. You will be delighted to know that the Council is now in its Golden Jubilee year. Our Council was formed in September, 1955 under the aegis of your esteemed Ministry.  

Sir, permit me to pinpoint some of the achievements of the Council on this occasion. In the current financial year we had set ourselves an export target of US$ 12 billion. We are confident of surpassing this mark and have set ourselves to achieve a revised target off US$ 12.75 billion by the end of this financial year which I committed on behalf of the engineering exporting community at the meeting on 11th December’04. Our next target is to double our engineering exports by 2009 and carving out a 1.5% share of total world trade. This was outlined by the Govt. in the New Foreign Trade Policy.  Sir, we can assure you that we will strain every sinew to live up to your expectations.

Sir, we can proudly state that the export growth of the engineering sector has  been consistently higher than  the overall growth achieved nationally. 

Sir, you are only too well aware that the engineering industry is the largest employment generator in the organized sector. It currently employs 4 million skilled and semi-skilled workers. This is approximately 14% of the total organized sector employment in the country and over 50% of the employment in the manufacturing sector. 

Yet another significant fact needs to be brought to your notice. Even though the Council is second overall in the total revenue earned through exports, we are in effect, the largest net Foreign Exchange earner in the country, since the import content in the export product is low.  

Some of our achievements over the last 50 years are –
· Today the Council has a membership of 12,000 members from a modest 40 members in 1955.  
· Exports increased from US$ 10 million to US$ 10.5 billion in the last 50 years.
· In the beginning, our Export Basket comprised only low value raw materials to developing nations; now they comprise hi-tech and high value added capital goods and services to the technologically advanced nations. The majority of our exports now go to the developed markets in U.S.A and E.U.

Today, the engineering sector contributes over 1/6th to the country’s exports. 

Sir, we are in the process of preparing a Medium Term Strategy Paper, which will define the role of EEPC, the Government and the Exporting Community with the objective of achieving the targets set.  The renowned consulting firm A. F. Ferguson & Co is carrying out this study and will be ready by March 2005.

Sir, we consider ourselves fortunate that in you, we have the right person in the right place. I compliment you and your office for the bold steps announced in the New Foreign Trade Policy on 31stAugust, 2004. You have appreciated the need for transparency and unshackling controls to reduce transaction costs. The very objective of neutralizing incidence of levies and duties on inputs used in the export product, based on the fundamental principal that levies and duties should not be exported. This new initiative will hopefully go a long way in making Indian goods more competitive in the world market.

Yet another report that really enthused me, appeared in The Economic Times of 2nd September. Allow me to quote:

‘When it rains, it pours.” In the short term this indeed seems to be so for our exporters at least. After the Service Tax waiver, the export community may receive another windfall in the form of exemption from 29 types of cess.”

I sincerely hope this mouth-watering prospect becomes a reality.

But Sir, in the same breath I am constrained to say that the government has turned a Nelson’s eye to some of the long-standing grievances of the engineering industry.

 For our exporters even now it continues to rain and pour – not windfall gains but painful losses and unwanted harassment.  Let me bring the more prickly issues to your notice:

· DEPB rates have been drastically cut on all Engineering items. I am aware rates have to be revised with the reduction in Customs Duty. However, some consideration was expected for on-going commitments made by the Exporters.  You will accept the fact sir, that DEPB compensated the Exporter for more than the Duty suffered – the prime cause- disability factor! DEPB rates for engineering items could be revised upward by relaxing the Value Addition criteria. Sir you will be surprised to note that Jute Goods have a higher DEPB rate than most of the Engineering items today where there is no import content.  

Sir, as an alternate scheme  to DEPB scheme, a broadbased Drawback scheme is suggested which should have similar ease of operation and should include all items as in the DEPB schedule. Further import content in the Export Product should not be a pre-condition to avail benefit under this proposed new scheme. We understand that the existing DEPB scheme  will be discontinued from 1st April’05. No business can be booked in this environment of uncertainty. We suggest that an announcement be made immediately that the existing DEPB entitlement will continue for 6 months even after the new scheme is announced which will help exporters to continue with long term contracting.
Sir, till such time a level playing field is ensured, a assistance in form of  Grant for Quality upgradation, Technology upgradation , and Market development may be given to offset the 7-8% disability factor. 

· Sir, again I would like to bring to your kind notice, the spate of litigation that exporters have to unnecessarily face owing to certain Technical Flaws and want of clarification on exemption of Income Tax on Export Benefits under Section 80HHC. This is primarily because Section 28(iii) of the Income Tax Act was not suitably amended subsequent to repealing of Import Export (Control) Act, 1947 and its replacement by the new Foreign Trade (Development & Regulations) Act 1992.  Similarly, the effect of the new Drawback rules was also not incorporated in the relevant provision of the IT Act.  Sir, you would kindly appreciate the intention of the Government was to exempt export profit under Section 80HHC and not to cause unnecessary harassment to the exporters.

·  Again DEPB and Drawback incomes are not considered under Sec 80 HHC in cases where there are negative profits. Cost of raw material for export product without the DEPB & Duty Drawback income is bound to be higher than the Cost of raw material for export product under the Duty Freeadvance licensing scheme and hence negative profits may arise. It is not understood when the exporter is free to choose any of the above mentioned scheme, why there should be a different treatment for negative profit and denial of benefit to exporters availing DEPB or Drawback scheme. Sir this issue needs your immediate attention.

Sir, you will kindly appreciate that the targets set by the Government and by EEPC are very challenging.  If these are to be achieved, then there is an immediate need to ensure that exporters are not left with a bouquet of headaches but left alone to do what they do best – the job of market promotion and exports only. 

The following issues also need to be addressed immediately:

(a) Availability of raw material at the right price - especially steel and pig iron.
(b) Implementation of measures to reduce transaction cost, including the time wasted in inter departmental and inter ministerial co-ordination, especially between Finance and Commerce Ministries. A glaring example is the Target Plus Scheme, which is yet to be notified.  Sir the benefits under Target Plus scheme and Duty Free Entitlement to status holders as per the last policy should be ensured to all exporters.
(c) Full implementation of VAT. It is imperative a proper mechanism for refund of VAT to exporters is put in place, so that large amounts are not stuck with state governments, thereby further increasing the transaction cost.
(d) World-class infrastructure to be made available. Congestion at the JNPT Port was alarming and Exporters were suffering.  Some steps have been taken after the intervention of EEPC and the Commerce Ministry. But these measures will only ease the situation temporarily. Long-term solutions require the creation of additional infrastructure, which cannot be done overnight. The alternative would be to encourage exporters to move to other ports like Vishakapatnam and Mundra by making them cost competitive.

(e) To ensure Competitive Freight Rates. Sir, this is a major stumbling block and a principal cause for our exports becoming uncompetitive. Today there is no National Carrier, which can provide competition to the big Shipping lines who raise freight rates at will!  Hence exporters, willy nilly, have to bear high freight cost. In the absence of a strong National Carrier we would request you to consider a regulatory mechanism to protect the Indian exporters.

(f) The weak dollar is giving exporters sleepless nights and a gaping hole in their pockets! This matter needs your urgent attention.

(g) Electric power is one of the major cost components in the export product. Power tariff in the country is almost three times higher than the international power rates, thereby increasing the cost of production and rendering exports uncompetitive. Sir 100% EOU are exempted from Electricity  Duty. They can sell a part of their production in the DTA. Similarly units exporting more than 50% of its production should be exempted from Electricity  Duty.  

There are some other issues we need to acquaint you with - Trade fairs. We organize wholly Indian exhibitions – The Indiatech to popularize Indian Engineering goods.  So far we have organized 10 such exhibitions at Nairobi, Lagos, Colombo, Cairo, Caracas, Birmingham, Melbourne, Addis Ababa, Sao Paulo and Almaty. Jakarta is the venue for the 11th Indiatech exhibition in March 2005. We are all excited at the prospect.

Another initiative taken by our Council is the setting up of INDIAMART -  which is now being renamed as INDIA ENGINEERING CENTRE – a Display cum Warehousing facility in Chicago under the MAI scheme of the Ministry of Commerce.  This will definitely facilitate Just in Time deliveries to overseas buyers. INDIA ENGINEERING CENTRE have also been proposed to be set up in Australia and in   South Africa. The last named will reduce the cost of exports to LATAM countries.

I would also like to draw your kind attention once again to the fact that the entire Project Export activities has been now brought under the purview of the erstwhile Overseas Construction Council of India which has been renamed as Project Export Promotion Council of India (PEPC) with effect from July, 2004. 

Sir, We are not privy to the rationale for this. Sir, 30% of engineering goods comprise of Turnkey Projects, Capital goods and supplies.  EEPC has been serving these exporters to their entire satisfaction. This is apparent from the robust growth in this sector. Civil Construction was also under EEPC at one time. Overseas Construction Council of India was formed since it was felt that Civil Projects were totally different from Engineering goods & Industrial Projects. Now bringing Turnkey Projects, Industrial Projects, Capital Goods and Services under the banner of the new PEPC is baffling since it contradicts the very logic which supported the formation of a separate council for Civil projects. Sir, you are requested to kindly re-look into the decision since only EEPC can best serve the interests of Industrial Projects Exporters.

Sir, if so far I have delivered bouncers at you, it is with the knowledge that you will be able to negotiate them skillfully! 

Dear Friends here I have an appeal to make to all of you. You are aware of the devastation due Tsunami. I have already made an appeal to all of you through my regular column in the weekly bulletin and I once again appeal to all of you to come forth and contribute generously toward Prime Minister’s Relief Fund for this noble cause. Kindly send your cheques to EEPC.  

Sir, Before concluding, all of us gathered here have a heartfelt communication addressed to you.  The Council wishes to celebrate its Golden Jubilee in a befitting manner all over India to highlight its many achievements. Eminent personalities in the world of business and Government are being approached to be part of the Celebration Committee that will oversee the celebrations.

Sir, we would feel privileged, if you kindly give your consent to  becoming the Patron-in-Chief of this committee. We are sure you will not decline our earnest entreaties.

The Vigyan Bhavan, New Delhi is the proposed venue for the valedictory session of the Golden Jubilee celebrations and we will approach either His Excellency the President of India or the Hon’ble Prime Minister – a votary of free trade – to inaugurate the function.

A brief presentation will be made by my colleague Shri R P Sehgal on our proposed Golden Jubilee celebrations which will definitely go a long way in doubling our exports by 2009.

Sir, with these words, I welcome you once again and thank you for sparing your valuable time to interact with us.  I also thank you all for a patient hearing.               

Sir, I would like to take a minute more of your valuable time. This presentation was made not only to showcase the many achievements of the Council and its members, but also to give you a thumbnail impression of the calendar of events lined up to celebrate our Golden Jubilee in a grand manner. To make the celebrations a success, your interaction will be invaluable.

Further, all 12,000 of our members are united as a single driving force to surpass the Government’s expectations on the export front. To achieve our targets we need you by our side to offer us encouragement and help. We are confident we will not let you down!

Sir, no award can be more befitting to our 12000 members for achieving the highest growth than your acceptance to be the Patron in Chief for the celebrations.

Thank You. 

