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Exports get a turbo boost 
Refund Of Service Tax On Export Goods To Cost Exchequer Rs 550 Crore Annually 

Our Bureau NEW DELHI 

THE annual foreign trade policy for 2007-08 has managed to please exporters across the board by announcing refund of service tax on export goods. The move, reported by ET on April 18, would cost the exchequer an estimated Rs 550 crore annually. It, however, remains to be seen whether the sop would be enough to help exporters meet the ambitious export target of $160 billion for the current fiscal — compared to $125 billion in 2006-07 —despite a slowdown in the US economy, static demand from the EU and the hardening rupee. 
  

The policy sought to give a push to export of high-tech and agri-products by introducing new incentives and expanding existing ones like Vishesh Krishi and Gram Udyog Yojana. Other highlights of the policy include extension of the export promotion capital goods (EPCG) scheme to spares and parts, introduction of flexibility in honouring export obligations under the EPCG scheme, expansion of the focus product and market schemes, extension of the DEPB scheme for a year and a change in the categorisation of status holders. A new scheme is being worked out to replace DEPB. 


While the country struggled to meet the export target of $125 billion for 2006-07 — with the ministry banking on revised figures to up the tally to the magic figure — India can take pride in the fact that exports have more than doubled in the past three years and India’s share in the world trade has increased from 0.7% to 1% in the said period. 

BOOSTER DOSE 

Exports exempted from service tax 
DEPB extended till March 31, 2008, new scheme in next 6 months 
New export promotion scheme for hi-tech products 
Vishesh Krishi and Gram Udyog Yojana expanded 
Focus Products and Focus Markets scheme enlarged 
New scheme for agri-processing 
Duty -free imports of tools and machinery for handicrafts and gems and jewellery sectors 
Export obligations under EPCG eased 
Streamlining and simplification of procedures to cut transaction costs 



Aim to reduce EU, US dependence: Kamal Nath 


 That India is keen on casting its export net wider is pretty evident in the recently-announced foreign trade policy. According to commerce and industry minister Kamal Nath, the inclusion of new countries — mostly from the CIS region — in the focus market scheme would help India reduce its dependence on traditional markets like the US and the EU. 
   

Announcing the remission or exemption of service tax on services rendered in India and utilised by exporters, the minister said the remission mechanism would be institutionalised after working out modalities with the department of revenue. The policy also reiterated the budgetary announcement of service tax exemption for export services rendered abroad. 
   

With a view to promoting high-tech products, an export promotion scheme has been launched, including duty credit of 10% on incremental export growth. Mr Nath said he would hold consultations with the science and technology ministry over the next week to draw up the list of products to qualify for the incentives, which could include aircraft parts. 


One important aspect of the policy which did not find mention in the minister’s speech is the government’s decision to replace the categorisation of exporters using the ‘star’ system, ranging from one to five stars. Instead, exporters would be classified as export and trading houses. The stars referred to the quantum of exports — it was introduced by Mr Nath — but this was creating confusion in the foreign market where the stars were being associated with quality and not quantity. The foreign trade policy is for five years, but some changes are effected every year. 

