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COUNCIL FOR LEATHER EXPORTS

HIGHLIGHTS OF THE ANNUAL SUPPLEMENT TO THE FOREIGN TRADE POLICY 2004-09

Th annual supplement 2006 to the Foreign Trade Policy 2004-09 was unveiled on April 7, 2006 by Shri Kamal Nath, Hon’ble Union Minister for Commerce & Industry.  The salient features of the annual supplement 2006 so far as it relates to the leather sector are reproduced below:

PRODUCT- MARKET FOCUS

The twin schemes of Focus Product and Focus Market are being introduced with the understanding that our national export strategy should focus not only on neutralizing duties and levies but also on providing additional stimulus to (a) promote export of products having large employment potential and (b) penetration of strategic markets by Indian products, especially markets in which our exports are comparatively low.

Focus Product

The Scheme provides incentives to export of products which have high employment potential in rural and semi urban areas in order to offset the inherent infrastructure bottlenecks and other associated costs involved in marketing of such products. The Scheme allows duty credit facility @ 2.5% of the FOB value of exports to fifty percent of the export turnover of notified products such as value added fish and leather products, stationery items, fireworks, sports goods, handloom products bearing handloom mark and handicraft items.

Focus Market

The Scheme aims at offsetting the high freight cost and other disabilities faced in accessing select international markets. The initiative will enhance India’s export competitiveness in these regions. The Scheme allows duty credit facility @ 2.5% of the FOB value of exports of all products to the notified countries.

Common features

The scrip and the items imported against it would be freely transferable.The Duty Credit, thus obtained may be used for import of inputs or goods including capital goods, provided the same is freely importable under ITC(HS). Exporters will have the option to avail of the benefits in respect of the same exported product/s under only one of the 3 schemes i.e. the Focus Market Scheme, the Focus Product Scheme or the Vishesh Krishi and Gram Udyog Yojana. The benefits of the Scheme will accrue to exports made with effect from 1st April, 2006.

DUTY NEUTRALIZATION
Duty Free Import Authorisation Scheme

Export production requires use of many inputs in small quantities as per laid down standard input output norms. Even though such inputs are allowed for import without payment of customs duty under Advance Licensing Scheme, exporters generally do not import such items because of lack of economies of scale and are forced to source them locally at a higher price. The existing Duty Exemption Schemes have been of little help in such cases because of design limitations. To address the issue, the salient features of the Advance Licensing scheme (which allows imports before exports) and Duty Free Replenishment Certificate (which allows transferability of import entitlements) have been clubbed to evolve a new scheme named as Duty Free Import Authorisation Scheme. 

The new scheme offers the facility to import the required inputs before the exports. It allows transferability of scrip once the export obligation is complete. The scheme will come into effect from 1st May, 2006. The Scheme allows duty free import of specified inputs for export production as per Standard Input Output Norms.The Duty Free Import Authorisation will be issued with actual user condition till export obligation is fulfilled. Imports made under this authorisation will be exempt from payment of basic custom duty, additional customs duty, education cess, anti- dumping duty and safeguard duty, if any. 

A minimum 20% value addition will be required for issuance of such authorisation except for items in gems and jewellery sector and items for which specified value addition is prescribed.

Duty Free Replenishment Certificate (DFRC) being phased out

DFRC Scheme shall be available only for the exports effected upto 30.4.2006 under the Scheme. The users of DFRC would find it convenient to migrate to the Duty Free Import Authorisation Scheme as it offers more flexibility.

DEPB Scheme 

The scheme continues in its present form. 

Benefits of SEZ supplies under DEPB

Suppliers of material to the Special Economic Zones who receive payment in Indian rupees will now be entitled for Duty Entitlement Pass Book Scheme benefit provided the payment for such supplies is made from the Foreign Currency Account of the SEZ unit. This measure would promote domestic sourcing at competitive pricing.

Benefits of un-rebated Service Tax and Fringe Benefit Tax under various schemes

Incidence of un-rebated Service Tax and Fringe Benefit Tax on exports will be factored in the various duty neutralisation and remission schemes. Details are being worked out and will be announced separately.

EXPORT PROMOTION CAPITAL GOODS (EPCG) SCHEME

Providing flexibility in maintaining Average Export performance

Exporters under the scheme are required to maintain the level of their base export performance and undertake additional export obligation for availing the facility of importing capital goods at reduced custom duty. However, in a number of situations exporter finds it difficult to maintain average export performance. This could be because of sickness of the unit, international market dynamics or technology changes which diminish the market of earlier products etc. To address the issue, it
has been decided to provide some flexibility in maintenance of average export performance under EPCG Scheme. Details would be announced separately.

EDI INITIATIVES
DGFT is committed to simplify procedures relating to international trade and put in place an exporter friendly regime for obtaining import authorizations and disbursement of export linked incentives. A single consolidated ‘Aayaat Niryaat Form’ has been devised for different categories of applications. A web based online system of filing import/export applications is also in place.

Requests for obtaining authorizations relating to Advance Licence, EPCG Licence and DEPB are to be filed on the DGFT website www.dgft.gov.in with a digital signature and payment of licence fee through the electronic fund transfer mode (EFT) and no manual applications and supporting documents are required to be submitted to DGFT regional offices now. All EDI applications are processed within one working day. We propose to take the following EDI initiatives in the next six months to take the process further:

a. Bring all the community partners dealing with international trade on a EDI enabled platform to reduce transaction costs;

b. Extend the online web enabled application procedure for issuance of licences/ authorisation to other categories of licences / authorisation also;

c. Consolidating the message exchange system with Customs and extending its scope to cover all categories of Shipping Bills relating to different export promotion schemes.



