SPEECH OF MR.RAKESH SHAH, NATIONAL CHAIRMAN

ENGINEERING EXPORT PROMOTION COUNCIL OF INDIA

SOUTHERN REGION AWARD PRESENTATION FUNCTION

ON FEBRUARY 26, 2005 AT CHENNAI

It is my proud privilege to welcome in our midst Hon’ble Shri EVKS Elangovan, Union Minister of State for Commerce who is consistently and persistently batting for the cause of Indina exports and has put Team India on a strong wicket.

My distinguished friends, we all know that the Southern region has contributed richly to the superb tapestry of Indian culture and heritage. Who cannot fail to marvel at the magnificence of the rock cut temple structures of Mahabalipuram and the glorious heritage of Hampi? That modern saint Swami Vivekananda chose the southernmost point of our great nation at the confluence of three oceans to meditate on his dynamic vision of a new resurgent India.

I am proud to state that past greatness is propelling the southern region to even greater heights today!

To borrow an immortal phrase from the lexicon of our first Prime Minister Jawaharlal Nehru, the “commanding heights of the Indian economy” are now occupied by the IT industry. Its twin citadels are Bangalore and Hyderabad. But what is an  even greater eye opener and  stolen the thunder of even the IT sector  is the fact that the Southern Region contributed 17% of India’s total engineering exports registering a growth of 30% in the last fiscal. It is indeed a stupendous achievement and all the engineering exporters from this region deserve the highest praise.

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

Hon’ble Minister, Sir, this piece of statistic will bring you great satisfaction. However, one of the bottlenecks has been the infrastructure inspite of the excellent performance of the Chennai and the Kolkata port, which has performed above its capacity to bid bon voyage to Indian engineering export consignments. Immediate measures must be taken to augment the infrastructure in the country and allow our valiant exporters to live up to the expectations of the nation. I am sure that with better port facilities, the Southern Region could have scaled even greater heights!  We look to the Government to take the bold steps necessary to truly unshackle exports. 

Realising the potential of this  region EEPC has acquired its own premises in Chennai. We will have state of the art facilities at this office and use technology to ensure quality service to our members. Sir, we are thankful to Ministry of Commerce for the financial grant provided to EEPC to acquire its own premises in Kolkata. The state government too came forward and generously waived the Stamp Duty on registration. Sir, I appeal to you and also the State Government through Mr. Ramasunderam to consider waiver of stamp duty to assist EEPC in its efforts.

Talking of engineering exports dear friends, it would not be immodest to state that by selflessly co-ordinating India’s export drive for half a century, EEPC too, has played a part in the engineering sector’s commendable export performance. 

Sir, you are well aware that the Council is celebrating its Golden Jubilee this year.  Let me take you quickly through some of the milestones the Council has crossed.

The Council was formed on September 21, 1955 under the aegis of the Commerce Ministry to be the flag bearer of Indian engineering exports. From those difficult early days, the Council has travelled some distance. 

· As of now, the Council has a membership of 12,000  -  a far cry from the  modest 40 members in 1955. 
· Exports increased from US$ 10 million to US$ 10.8 billion in the last 50 years.
·  From only low value exports to developing nations in the beginning, our Export Basket now comprises 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 18% of the country’s exports. We can proudly state that the export growth of the engineering sector has been consistently higher than the overall growth achieved nationally. During the period April- January 2005 Engineering Exports grew at around 40% while the overall growth was 25%.

For the current financial year the initial export target of US $ 12 billion has been revised to US $12.75 billion because we are fully confident of reaching this figure. I know I can lean on the sturdy shoulders of the Southern Region to accelerate the export effort so that we reach and surpass our goals.

Our goals are in synergy with the foreign trade policy of the Government. We know that exports are the red blood corpuscles of the economy. And I would like to assure you the Govt. of India that we have set our sights high. We have committed ourselves to double our engineering exports by 2009 – thereby carving out a 1.5% share of the total world trade. 

Sir, the engineering industry is also the bedrock of the social sector. The sector 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. 

This is in line with the common minimum programme of the UPA  Government.

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.  

Hon’ble Minister, 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. The study will be ready by March this year. 

In the light of challenges thrown up by globalisation, this is indeed a timely measure and my exporter friends will be well advised to keep their ears close to the ground to gauge the impact of future WTO negotiations on their business. Globalisation has dramatically changed the rules of the game. Under its impact, no economy is insulated. New survival strategies are being drawn up worldwide. Nations are trying to protect and strengthen  their economies. To leverage  their collective bargaining power, geographically contiguous nations  are banding  together to form RTAs and Free Trade Blocks. These developments bring to my mind the perceptive remark of George Washington, America’s first President: 

“There are no permanent friends, only permanent interests.” 

How very true! We can ignore this to our detriment. Indeed the time is now ripe for us to LOOK EAST with a vengeance. Friends, the Asian region is emerging as India’s largest trading partner.

The South East Asian nations are our cultural soul mates and we must make the most of this. Our Government has already shown us the way by pursuing an aggressive look east policy and signed FTAs with Nepal and Thailand and is  actively negotiating with Bangladesh, Singapore and Sri Lanka.

I am also leading a delegation to China next month to explore the potential of this great country and also to understand the Mantra for their phenomenal growth.

Sir, I would also like to take this opportunity to highlight the success of our IndiaTech international trade fairs. They have played a very important role in popularising Indian Engineering goods in the global market.  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. I am honoured to inform you that none other than the Hon’ble Minister Shri Elangovan himself has agreed to lead the 100 member team to Jakarta. I thank you for your acceptance, Sir.
Another initiative taken by our Council has been  to set up display-cum - warehousing facilities  abroad under the MAI scheme of the Ministry of Commerce. This initiative is facilitating Just in Time deliveries to overseas buyers.  Originally named INDIAMART, these centres have been renamed as INDIA ENGINEERING CENTRES. The first such centre will be operational in Chicago shortly.

Hon’ble Minister, Sir, we are grateful to your Government for addressing some of our concerns but YEH DIL MAANGE MORE! and that this only to Export more.

Sir, there are still many state and centre related issues, which needs the intervention of your esteemed Ministry in the interest of exports.

First I will address some of the state level concerns: - 

(a) The State Governments have a very important role to play in promotion of exports from their state. The state governments have to shed away the perception that export is of no benefit to their states. The kind of economic activities generated by exports in terms of employment generation is phenomenal. The state has to act as a facilitator by ensuring exporter friendly environment and adequate infrastructure. States should enact mutually beneficial labour laws. 
(b) 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. 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.  
(c) Today our export product is heavily burdened with State and Central Taxes. The implementation of VAT is a welcome measure. However, for VAT to be a success, a proper mechanism for refund of VAT to exporters has to be put in place, so that large amounts are not stuck with state governments, thereby further increasing the transaction cost.

Friends, 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. 

Some of the issues need to be addressed immediately and we need your intervention of the Government.


· 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. Sir, that DEPB compensated the Exporter for more than the Duty suffered – the prime cause- disability factor!

Sir, till such time a level playing field is ensured, assistance in form of Grant for Quality upgradation, Technology upgradation and Market development may be given to offset the 7-8% disability factor. These are all WTO compatible.

Sir, our grapevine tells us that the existing DEPB scheme will be discontinued from 1st April ’05 and an alternate scheme will be announced. The details of the scheme are not known till now. 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, we understand from the newspaper reports that the new scheme which will be WTO compatible will take care of all taxes including cess and taxes charged by the states. This is a welcome step.

· Sir, again I would like to bring to the notice of the Government, 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. 
· Again DEPB and Drawback incomes are not considered under Sec 80 HHC in cases where there are negative profits 

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.

Sir, we are anxiously looking forward to hear a positive announcement on 28th February in this regard.

Council has also represented for re-introduction of erstwhile Sec 35B of the IT Act which allowed weighted deduction of Export promotion expenses like Overseas travel, participation in exhibitions and trade fairs etc.

The following issues also need to be addressed immediately:

1. Availability of raw material at the right price - especially steel and pig iron.
2. 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. The benefits under Target Plus scheme and Duty Free Entitlement to status holders as per the last policy should be ensured to all exporters.
3. World-class infrastructure to be made available. 
4. To ensure Competitive Freight Rates. 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 suggest a regulatory mechanism to protect the Indian exporters.

Friends perhaps I have been selfish in only talking about our problems. We have asked the Government to give. I am going to appeal to you too, to give. You are aware of the widespread devastation caused specially in this part of the country by the recent Tsunami . I have already made an appeal to all of you through my regular column in the weekly bulletin. Some of our generous exporter friends have already contributed, I once again appeal to all of you to come forth and contribute generously toward the Prime Minister’s Relief Fund for this noble cause.   

I would like to remind this distinguished gathering that the year 2005 is the Golden Jubilee year of the Council. We are celebrating it in a befitting manner all over India to highlight the many achievements of the Council and its members. While exporters from all the regions will be actively involved, other eminent personalities in the world of business and Government too will lend their efforts to the success of the event. 

I am pleased to inform that Hon’ble Union Minister of Commerce, Shri Kamal Nathji, has graciously consented to become the Patron-in-Chief of the Celebration Committee that will oversee the Golden Jubilee celebrations.

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.

Before I conclude, permit me to share with you the farsighted vision of our Hon’ble Prime Minister. 

I quote from his inspiring speech:

BY THE END OF MY TERM IN OFFICE, I WOULD LIKE TO SEE WORLD-CLASS POWER GENERATION, WORLD-CLASS HIGHWAYS, WORLD-CLASS PORTS AND AIRPORTS AND WORLD-CLASS BANKING AND COMMUNICATION INFRASTRUCTURE.

Unquote

We devoutly hope the Prime Minister’s great dream will com to pass. We will leave no stone unturned to translate his vision into reality.

Hon’ble Minister Sir, with these words, I welcome you once again and thank you for sparing your valuable time to be with us this evening.  I also thank you all for a patient hearing.                           

Thank you.
