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It is said that success is the good fortune that comes from aspiration, desperation, perspiration and inspiration. For the Council, however, acknowledging success is a family affair where we take tremendous pride in congratulating our fellow exporters, who through their pain staking efforts have done India proud in global markets. 
Ladies and Gentlemen, it is, indeed, an immense privilege to have in our midst on this momentous occasion Hon’ble Minister, a very distinguished personality who has been tremendously successful in his own fields and is currently involved in the process of nation building at the highest level. 

May I extend a warm welcome to our Hon’ble Union Minister of State for Industry, Dr. Ashwani Kumar on this occasion? Dr.Kumar is one of India’s finest legal minds, he is a lawyer, author, columnist and a seasoned Parliamentarian having lent his vast expertise to various Parliamentary Committees. Sir, we are, deeply honoured to have you in our midst this morning.

Today, on this auspicious occasion, we are here to acknowledge the success of our fellow engineering exporters for the year 2004/05 from the Western Region. The Western Region account for 40% of India’s engineering exports which were to the tune of USD 16.23 billion in 2004/05. It, therefore, goes without saying that without the impressive performance of our members in the Western Region, it would have been virtually impossible to achieve this export figure. Perhaps, you will also permit me to be a little immodest on this occasion when I, on behalf of the Council, take some credit for this performance by our member exporters belonging to this region. 

The EEPC has, over the years, emerged as a pioneering institution catering to the diverse needs of Indian engineering industry and exporting community. 
EEPC which began its journey in 1955 celebrated its Golden Jubilee on January 23, 2007 at the Vigyan Bhavan in New Delhi. The Golden Jubilee was inaugurated by the Hon’ble President of India, Dr. A.P.J. Abdul Kalam. In his brilliant inaugural address, Dr. Kalam exhorted the Indian engineering exporters to excel even further. May I also share with you the new target that the First Citizen of India set before the Council. President Kalam suggested that the Council should set an engineering exports target of USD 100 billion by 2016, which implies a four fold increase from the current exports figure. 

Engineering exports, over the last couple of years, has been growing over 20%. In the last fiscal year, 2006/07, the provisional export growth rate is estimated to be an impressive 35%. This means that the total engineering export turnover, perhaps, hovers around USD 26 billion plus. Engineering exports today account for 21% of India’s total exports—it is, therefore, the largest foreign exchange earner for the country as also occupies the largest share in the country’s total export basket. In the Annual Supplement to the Foreign Trade Policy (FTP) announced by the Union Commerce & Industry Minister on April 19, 2007, an overall export growth of 28% has been envisaged for the current year to enable total exports to grow from USD 125 billion to USD 160 billion. This implies that engineering exports has been assumed to grow by at least 30-35% making our engineering export target for 2007/08 in the range of USD 35-36 billion. 

The Annual Supplement to the FTP  contains a number of progressive measures for the benefit of Indian exporters. EEPC had been urging the Government to ensure that India exports products and not taxes. Hence the announcement by the Commerce Minister to exempt from service tax all the services rendered abroad as also draw up a remission mechanism for the internal service on exports is, indeed, most welcome. The EEPC had also suggested to the Government for expanding the Focus Market Scheme (FMS) as well as to include Mica and related products in the Focus Product Scheme (FPS). The new amendments have now expanded the FMS to include 16 countries, of which 10 countries belong to the CIS region and have also included Mica in the FPS. The amendments have also brought about a semblance of accountability in the tax system by stating that efforts will be made to provide timely disbursement of Terminal Excise duty. Interest will be paid for the period of delay like is the case with CST and Duty Drawback. This provision has been made with retrospective effect from April 1, 2006, and is a bold step announced by the Commerce Minister. 

We thank the Union Commerce & Industry Ministry for the support that they have always extended to the exporting community. Unfortunately, Sir, notwithstanding the support received from the Ministry, in recent times, things have clearly not gone the way that our exporters would have liked. Today, the external economic conditions both in India and abroad are quite worrisome, particularly from the point of view of micro, small and medium scale (MSME) engineering exporters. The MSME exporters constitute about 60% of our Council’s membership and they are the spinal cord of not only the EEPC but of the entire engineering exporting community of India. Today, however, engineering exports from the MSME has slowed down and if the present conditions continue for another quarter, it is most certain that we may not even be able to maintain the total exports that we achieved in the fiscal year that ended just 24 days ago.

What ails the exporting sector today and how have the external conditions become so adverse in the spate of a couple of months? The problem began with the rise in price inflation that first impacted primary products and then hit manufactured goods. As the inflation rates began to climb, the RBI and the Government began an active monetary policy intervention, which apart from raising credit costs, also started affecting the exchange rate. The Indian Rupee is at an all time high against the US dollar in the last nine years. Since August 3, 2006 when a US dollar was worth Rs 46.72, the Rupee has appreciated by 10.68% to Rs 41.73 to the US dollar on April 17, 2007. The impact of such a sharp appreciation has directly affected the competitiveness of Indian export goods by nearly 11% .

Some commentators have also in their wisdom stated that the Rupee appreciation is “little” and “temporary” and in the short run will only ensure that  exporters make less money; cut their “extra flab”  and eventually make them more competitive. I do hope that our policy makers do not believe in such exalted thoughts since in our view this is a myth and has no relation to the challenges faced by EEPC members at the operational level. Sir, I recall those famous words of British economist John Maynard Keynes when people talk of “little escalation” of macro variable like prices or Rupee appreciation. Lord Keynes used to say and I quote

 “a little inflation is like a little pregnancy it spreads”. Unquote. 

Yes, Sir, this is what bothers us. For a growing economy like ours, price rise is likely to remain a matter of concern. Should exports then be the sacrificial lamb? How “temporary” and “little” will the Rupee appreciation be? I fear, Sir, that the consequences of allowing the Rupee to appreciate so fast within such a short period of time will be ominous unless we adopt more expansive supply side measures to control the price inflation and use a more stable exchange rate policy. This is also because as imports become cheaper, domestic manufacturing, which had revived in the last two years, will feel the brunt affecting further our ability to export.

There are other factors that have put additional pressure on the cost of production of engineering exporters. The prices of steel and related inputs, which are essential inputs for engineering products, have gone up by Rs 1000 to Rs 1800 per tonne in different categories of steel products between December 2006 and March 2007. At the same time, the interest rate charged on export credit has gone up by 3% at the minimum in the last quarter thereby making export credit unaffordable. 

Today, the RBI will be presenting the Annual Monetary and Credit Policy for the current year and I do sincerely hope that the Central Bank will take pro-active steps like providing Credit at Bank Rate plus 50 basis point interest to exporters.

Let me now address some of the concerns arising out from an increasingly difficult external trading environment. Sir, the Doha Round of Trade Negotiations is, once again, gathering pace. Tariff cutting in Industrial products, the so-called Non-Agricultural Market  Access or NAMA, will have considerable repercussion for engineering industry and the exporters in India. This is because the tariff cutting formula will be a non-linear, which implies that on the average, the tariffs of developing countries like India will be cut more than those of the developed world. More importantly, for the members of EEPC, a large number of countries have sought sectoral tariff reduction, which is termed as zero for x sectoral negotiations. The EEPC has already given its suggestion with regard to such sectoral tariff cutting with regard to Auto and Hand Tools sector and is in the process of recommending its views with regard to Bicycles, Electricals and Raw materials segments of the engineering industry. 

The other issue that is likely to emerge as a major problem for the future is that as and when the Doha Round of Trade Negotiations concludes, the barriers to trade will see a shift from Tariff Barriers to Non-Tariff Barriers. Unlike Tariff Barriers which are easy to see and feel, the impact of NTBs, however, come in various disguises to the extent that most exporters do not even realize that they are subjected to Non-Tariff Barriers. Some recent examples of Non-Tariff Barriers are the blockage of containers from India due to presence of Cobalt 60 isotope leading to radioactive contamination in U.S. ports; agricultural inspection on Indian engineering export containers looking for possible “bugs” in the said containers; and the use of Buy America Clauses with regard to casting products in the U.S. The only way to tackle such problems is through joint cooperation between industry and the government. My appeal to fellow exporters is that as and when you experience such a harassment in international markets, please get in touch with our Council offices and we will take up the issue with the Government, who as recent episodes have shown, have been extremely supportive to our cause.

Sir, on the auspicious occasion of this Award function, I have taken the liberty of your distinguished presence in our midst to share some of the concerns so that you could take up these issues on behalf of our exporters at the right forum within the Government. 

The EEPC will continue to provide innovative services to our exporter members and uphold their interests through various promotional activities; policy related work; information dissemination and publicity through our newly designed monthly journal ie2; pro-active interaction with policy makers at all levels and the organization of wholly  Indian engineering exhibitions- The “INDEE”. This year, EEPC will organize two INDEE’s, one in South Africa and the other in Russia to showcase the multifaceted strengths of our Indian engineering companies.

As I conclude, I would like to congratulate the Award Winners from the Western Region, once again, and also the National Award Winners, who have received their Awards earlier for 2004/05. But may I also request you to give a round of applause for those Council members, who may not have won the Award this time, but whose contribution in export promotion and creating the “Brand India” in world market is no less and deserve unqualified recognition. 

With these words, may I, once again, thank Dr Ashwani Kumar to be with us on this occasion, despite his extremely busy schedules?

Thank you.
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