SPEECH OF SHRI RAKESH SHAH, NATIONAL CHAIRMAN 

ENGINEERING EXPORT PROMOTION COUNCIL OF INDIA GOLDEN JUBILEE CELEBRATIONS SOUTHERN REGION

ON 16TH SEPTEMBER 2005 AT CHENNAI

I feel privileged and honoured to welcome this distinguished gathering on the happy occasion of the Golden Jubilee celebration by the Southern Region of the Council.

It is also a matter of great delight and a happy coincidence that we have Shri T T Jagannathan, Chairman, TTK Group of Companies among us as the Guest of Honour who is the grandson of Late Shri T T Krishnamachari, who declared open EEPC in Kolkata on 21st September 1955, as the then Union Minister for Commerce and Industry. Late Shri Krishnamachari was one of the pioneers who laid the foundation of modern industry in the young independent India and provided a direction to country’s International trade. Where we stand today is the result of his efforts and I on behalf of the entire engineering community pay my tribute to him.

A special welcome to you Sir.

Another coincidence which I would like share with you on this joyous occasion is that the Council celebrated its Silver Jubilee when my respected father Shri G D Shah was the Chairman and today I have the honor of heading the Council in its Golden Jubilee year.

I welcome Former National Chairman, Shri TAS Balagopal who has always guided me in my efforts. I also welcome all Former Regional Chairmen, Members of Working & Regional Committee and the Captains of the Industry present here today.

Much water has flown since those nostalgic years and the Southern Region is now one of the jewels in the crown of the Council. The facts speak for themselves. 
· During this period, overall engineering exports from India went up from a meager US$ 10 million in 1956-57 to US$ 15  billion in 2004-05.
In the fiscal year 2004-05 Indian engineering exports registered a healthy growth of over 38 %. The share of engineering goods as a percentage of total merchandise exports was over 18 %.
· For the year 2005-06, we have set a target of US$ 17.25 billion and I am extremely bullish that we will surpass this target.
However, I would have had to temper my optimism had it not been for the sterling performance of my fellow exporters from the Southern region. Let me enlighten my distinguished guests with a few revealing statistics.
· Exports of engineering goods and services in 2003-04 from the Southern region was Rs 7910 crores. This has gone up to a provisional Rs. 12442.32 crores in 2004-05 – marking a whopping growth rate of 57.29 %!
· The export basket from the region continues to expand. Major products exported include commercial vehicles, passenger cars, automobile components & accessories, industrial castings, machine tools & accessories, aerospace equipment, textile machinery & spares, ferro alloy products, steel forgings, stainless steel utensils, earthmoving equipment, aluminium products and much more.
· What is particularly heartening that the membership of the Council from the Southern region is continuously growing. From 2200 in April this year, it has reached to 2313 in August 2005. This certainly reflects the confidence of the exporters in the services provided by the Council.  I am personally proud of the trust reposed in the Council.

Dear friends, these are exhilarating times for the Indian economy. The domestic market is booming. So too are exports. For this happy state of affairs, your Council too deserves a pat on the back. But we are not content to rest on our laurels. We are determined to further upgrade the quality of our services to the members. As a part of this drive, we have taken a number of initiatives that will ensure your cup of joy overflows. Let me share with you some of these initiatives.
· A 3rd sub-regional office has been opened in Hyderabad to provide better service to member exporters from Andhra Pradesh.
· As a Golden Jubilee gift, Chennai gets its own intelligent premises with the state-of-the-art facilities.
· 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 the recent years. 
· With the opening of the India Engineering Center, a permanent display cum warehousing center in Chicago, the Council will succeed in establishing a beachhead in the US heartland. This center will be inaugurated by Shri Kamal Nathji, Hon’ble Minister for Commerce & Industries in Chicago on 27th of this month. A similar center will be set up in South Africa shortly.
· A China desk has been established at the Head Office to help members take advantage of the thaw in bilateral relations between the two nations.
·  For the first time ever in North America, INDEE is being held in Mexico City. This will provide Mexican and Latin American buyers a welcome exposure to a host of engineering goods from India. About 150 participants from India will have an opportunity to interact with their counterparts in Mexico.
· For the benefit of members, the Council is going digital in a big way. An exporter friendly website will be launched today while a CD Rom directory containing details of exporters has already been released. Besides, members are already receiving   E-bulletins regularly. The Council has also finalized plans to implement an ERP regime.

To start with, our aim is less paper organization, if not paperless.

The Strategy Paper to take India’s Engineering Export to 25 Billion by 2009-10,prepared by A F Fergusson & Co.  was formerly released by Hon’ble Minister for Commerce & Industries, Kamlnathji last month. The study identifies the role of all stake holders. I will be honored to present a copy of the Strategy Paper to Shri Jagananthan after my address.

In the absence of the Hon’ble Minister, I would like to communicate through the Press:

The path to smooth exports is still riddled with hurdles and I would like to raise some of the major issues for your consideration, though this may not be the right occasion do so.
· Applicability of Sec 80 HHC for income arising out of sale of DEPB and also in case of Negative Profit is still pending resolution.
· Fringe Benefit Tax has been levied on travel, Trade Fair Participation, Free trade samples and even invitation to Overseas buyer to visit India. All these are legitimate and essential costs incurred in export promotion.  The anomalous situation is 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 which is not understood as these services are provided outside India to the Indian exporter. The onus for payment of Service Tax on such services is on the Indian exporter.

Ladies & Gentlemen, to put it in the proper perspective, our exporters already suffer a disability factor of about 20% as transaction costs vis-à-vis the neighbouring South Eastern nations who shoulder a disability factor of only 3-3.5%!  The introduction of FBT and Service Tax will make our exports even more uncompetitive in the international arena. I would like to believe that this is not the intention of the Government and that these measures will be repealed.

Friends, on this happy occasion, it is not my intention to burden you with a litany of woes. With your consent I would like to share some glad tidings with our members.

The reconstituted Board of Trade has set up five working groups. I have the honour of heading the working Group on Export Promotion Schemes. The Group has studied various existing schemes, ways and means to simplify procedures and also suggest an alternative to the DEPB, which is WTO compliant.

It is our considered opinion that the existing DEPB scheme should be allowed to continue for the next two years since by that time the GST would be in place and customs duties will come down to ASEAN levels. Further, the proposed new scheme is not really an alternative since it is meant to refund state level taxes like electricity duty and octroi, and will operate in parallel to the Duty Drawback scheme.

It may not be out of place to mention that the Strategy Paper’s finding is that the export growth potential of Engineering sector is 30% but has been scaled down to 15% due various disability factors mentioned above.

Ladies & Gentlemen, the icing on the cake is surely the fact that India has been invited to be a partner country for the Hanover Fair, World’s largest Engineering Show, scheduled for April 2006. Hon’ble Prime Minister of India and Chancellor of Germany are expected to inaugurate this show. Your council has been entrusted with the responsibility of organizing this mega event. It is a great honor and opportunity for EEPC.

Ladies and Gentlemen, May I once again congratulate the valiant exporters of this region for their splendid performance on this occasion of Golden Jubilee. They really have been the sinews and muscles of India’s engineering export effort. I have no doubt that they will continue to surpass all expectations. 

With these words I welcome you all once again and thank you all for giving me a patient hearing.

Thank you.

