




From the Editor’s Desk ON TRADE

t the outset, I take this opportunity to wish you 
all the very best for 2015. A

In the last quarter of 2014, our efforts were largely 
focused on providing you with perspectives from 
eminent personalities worldwide, on key issues facing 
industries. We propose to continue this endeavour in the 
new year.

The government’s rallying call to global investors to 
partner in the ambitious ‘Make in India’ programme  has 
generated widespread enthusiasm among global 
businesses. The government is conscious of the onerous 
responsibilities to create the necessary environment to 
encourage overseas investments and is taking bold steps 
towards building a cohesive manufacturing and 
infrastructure base within the country. Even as these 
initiatives are well attuned with the government’s 
objectives to promote manufacturing, the success of the 
‘Make in India’ programme hinges on Indian firms’ 
integration with global value chains for enhancing 
competitiveness. The cover story of the issue highlights 
the importance of global value chains in building a 
strong manufacturing base in the country. 

The WTC Bhubaneswar successfully conducted several programs on International Trade Promotion with the coordinated efforts of 
MVIRDC and has added new members to it’s fold. It has certainly created the much-desired awareness on International Trade. In an 
interview with the Secretary, Department of MSME, Government of Odisha, he highlighted the potential of the MSME  sector and 
the growing synergy between various State and Central Government agencies. WTC Bhubaneswar organised a panel discussion to 
promote Odisha’s exports by the coordinated efforts of various trade and export agencies from private as well as public sectors. A 
couple of insightful and interesting articles covered in this issue discussed the potential of Odisha’s steel industry and presented 
Odisha as an attractive tourist destination.
 
‘In Conversation with’, covers interviews with the US Consul General in Mumbai, Managing Director of Raheja Universal and 
Director of WTC Hull & Humber. They have well-thought-out strategies for engagement with  India, with great optimism.  

We had the privilege to host Governor Nikki Haley, State of South Carolina with her high-powered delegation at WTC Mumbai, in 
an interesting interactive meeting with our members. WTC Mumbai’s participation at the WTO Public Forum 2014, in Geneva, on 
‘Fostering Skills and Jobs through Trade Liberalization in Developing Economies’ is indeed a matter of pride for all of us. 

On Trade features many interesting articles covering a variety of issues concerning India’s macro-economic policy and India’s food 
security. An article on, ‘A Journey through India-Africa Trading Ties’ by the International Trade Centre provides key insights into 
the shifting patterns of trade from commodities to value-added goods  and discussed the role of governments in facilitating private 
investment and trade. 

As we plan ahead for 2015, a concerted effort has been made in selecting the most relevant topics such as Smart Cities, a Regulatory 
Perspective on Innovative Food Products, International Arbitration, Budget and its Implications. The programs for WTC 
Bhubaneswar are in keeping with International Trade Development. Efforts are being made to promote the 5th edition of the Global 
Economic Summit with the theme ‘Enabling Food for All’, which is in consonance with PM’s ‘per drop, more crop’.

We once again invite new ideas and suggestions, to bring more interesting features in every edition of ‘On Trade’.

Wish you Happy Reading!

Y. R. WARERKAR
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hile trade economists had 
recognised two decades ago Wthat global value chains 

(GVCs) represent a paradigm shift in 
manufacturing and trade, it is only in the 
past few years that this phenomenon has 
caught the attention of diplomats and 
policymakers at various multilateral 
organisations and other international 
fora. At the WTO, Pascal Lamy, the 
former Director-General, provided 
significant emphasis on estimating the 
trade through global value chains. 
During the past two years, it has also 
figured prominently at OECD’s 
ministerial council meetings held 
annua l ly  in  Pa r i s .  Success ive  
declarations of G20 Leaders have 
recognized the relevance of GVCs to 
world trade. We can expect more news on 
GVCs at the WTO. 

Given the growing importance of GVCs 
and its implications for reducing 
production costs and enhancing 
competitiveness, it would have been 
desirable for Indian firms to get 
integrated in GVCs. However, in most of 
the sectors GVCs have by-passed India. 
It is relevant to understand why the 

global lead firms in GVCs have shied 
away from linking with Indian firms. 

The decision of lead firms to locate 
various activities of the GVCs relies 
more on the ability to move goods 
continuously, safely, timely and 
economically, rather than on labour cost 
arbitrage. Several behind-the-border 
deficiencies appear to stymie India’s 
integration in GVCs. It is also relevant to 
compare India with other countries on 
parameters that influence the decisions 
of lead firms to link with suppliers in 
developing countries. 

First, as trade in GVCs generally requires 
goods to cross multiple borders in distant 
locations, transportation costs get 
magnified. Thus, efficient port facilities 
become the backbone of GVCs. Despite 
improvemen t s  i n  I nd i a ’s  po r t  
infrastructure in recent years, its relative 
performance has actually regressed 
compared to many other countries. 

Average turn-around time for all major 
ports in India has improved from 8.10 
days in 1990-1 to 4.63 days in recent 
years. The turn-around time ranged 

between 2.20 days at Cochin Port to 7.73 
at Paradeep Port.  The average 
turnaround time of major Indian ports 
compares unfavourably to 10 hours in 
Hong Kong. This underlines the relative 
lack of competitiveness of Indian ports 
compared to the efficient facilities 
available in countries integrated in 
GVCs.

While the turnaround time captures one 
aspect of port physical infrastructure, the 
Liner Shipping Connectivity Index 
(LSCI) published by UNCTAD is a more 
comprehensive measure that captures a 
country's level of integration into the 
existing liner shipping network. With 
India’s rank in LSCI slipping from 21 in 
2004 to 32 in 2012, alarm bells must ring. 
As one of the key aspects of GVCs is that 
goods flow in and out of chains in a just-
in-time process, the relative decline in 
India’s access to high capacity global 
maritime freight transport system poses a 
significant deterrent to lead firms that 
may seek to locate manufacturing in 
India. 

Second, containerised trade is becoming 
increasingly important in the GVC 
context. Thus cost of an export container 
from different countries becomes an 
important determinant of GVC 
integration. India’s score on this crucial 
aspect is disappointing. The cost of a 
typical export container in India is 
around US $ 1332, which is significantly 
higher as compared to most of the other 
developing countries that are integrated 
in GVCs. By way of comparison, this 
cost is US$ 823 for China and US$ 525 
for Malaysia.  To a certain extent these 
twin factors erode the cost of 
competitiveness of India’s exports and 
reduce the possibility of Indian firms 
getting linked in GVCs.

Cover Story 

Integrating India in Global Value 

Chains: Aspiration Meets Reality
Abhijit Das
Head, Centre for WTO Studies 
Indian Institute of Foreign Trade, New Delhi

With India’s rank in LSCI slipping from 21 in 
2004 to 32 in 2012, alarm bells must ring. As 
one of the key aspects of GVCs is that goods 
flow in and out of chains in a just-in-time 
process, the relative decline in India’s access 
to high capacity global maritime freight 
transport system poses a significant deterrent 
to lead firms that may seek to locate 
manufacturing in India. 
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Third, in a highly competitive world, the 
quality of trade logistics can have a major 
bearing on a lead firm’s decisions about 
which country to locate in, which 
suppliers to buy from, and which 
consumer markets to enter. Logistics 
Performance Index (LPI) calculated by 
the World Bank, is a good indicator of the 
efficiency of trade logistics. 

On this index, India's unimpressive rank 
of 39 in 2007 dipped further to 54 in 
2014. This suggests that India is likely to 
miss the opportunities of integrating in 
GVCs due to high logistics costs, low 
levels of service in tracing and tracking 
consignments and  bottlenecks in border 
clearance procedures.

Fourth, most of the Indian firms lack the 
productive capacities to meet large 
orders from lead firms. Even in sectors in 
which some Indian firms are integrated 
in GVCs, such as textiles and clothing 
and auto components, the local suppliers 
operate at low scale of production. Not 
only does this reduce the attraction of 
lead firms for outsourcing production to 
India, it also limits the opportunity for 
generating employment through GVC 
integration.  

Fifth, a relatively higher efficiency and 
abundant  ski l led labour force-  
en t r ep reneur i a l ,  t echn ica l  and  
managerial - is one of the reasons behind 
the emergence of East and South-East 
Asia as a manufacturing hub for GVCs in 
i n f o r m a t i o n  t e c h n o l o g y  a n d  
communication products. Most of these 
enabling factors and drivers of GVC 
integration are weak, or missing, in 
India. 

There is a tendency to view hurdles in 
GVC integration from the perspective of 
trade policy issues, particularly tariffs 
and rules of origin. While these issues 
may be relevant, they rank low in priority 
in the Indian context. Overall, big 
retailers, fashion companies and high 
technology manufacturers  have 
repeatedly tried to develop GVC 
linkages in India, only to encounter 
infrastructure bottlenecks and shortages 
of skilled managers and workers. 
Instead, the lead firms have preferred to 
integrate with suppliers in South-East 
Asia and East Asia. 

In GVCs, manufacturing is generally 
undertaken wherever the necessary skills 
and input materials are available at a 
competitive price. Consequently, 
products manufactured through GVCs 
are likely to be less expensive compared 
to similar products manufactured outside 
GVCs. This would gradually erode the 
market prospects of latter category of 
products, in favour of similar products 
manufactured through GVCs. 
 
With manufacturing and international 
trade increasingly shifting towards 
global value chains, time may be running 
out for India’s industry to get linked to 
international production networks. 
Unless long term corrective action is 
initiated by the government, the stagnant 
manufacturing sector in the country is 
likely to face further rough weather. 
Instead of focusing on trade policy 
issues, the solution lies in better 
infrastructure, improved trade logistics 
and incentive to enhance productive 
capacities to garner benefits of scale. 
These certainly are not low hanging 
fruits, but require significant resources – 
both financial and human. In parallel, 
there is also a need to create globally 
recognizable Indian brands. This would 
facilitate a larger share of incomes 
generated from GVCs flowing into India. 
Is anyone in the government listening?

(Views expressed are personal)

n

Given the growing 
importance of GVCs and 
its implications for 
reducing production costs 
and enhancing 
competitiveness, it would 
have been desirable for 
Indian firms to get 
integrated in GVCs. 
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hat the Swahili word for money – 
pesa – is instantly recognisable to Tany Indian stands as testament to 

the historical commercial ties linking 
E a s t e r n  A f r i c a  t o  t h e  I n d i a n  
subcontinent.
 
For centuries before Vasco da Gama 
sailed around the Cape of Good Hope 
into the Indian Ocean in 1498, trade 
flourished on the monsoon winds 
between the great ports of Cambay and 
the Konkan coast and their East African 
counterparts of Malindi, Kilwa, and 
Mogadishu. Indian cloth and spices went 
westward, in return for African ivory, 

gold, and timber. Aden served as a vital 
entrepôt as well as an entry point for 
European precious metals, wool, and 
weapons. Malacca, in modern-day 
Indonesia, served as a way-station for 
products from China and Japan, as 
attested to, by the fragments of Chinese 
porcelain still found in the Kilwa 
archipelago off the coast of Tanzania.

Indeed, the most plausible historical 
accounts suggest that it was a Gujarati 
navigator that da Gama picked up in 
Malindi who, for better or for worse, 
guided the Portuguese ships safely to 
Calicut.

In the post-colonial era, India’s 
development outreach, including  
African countries, centred on political 
solidarity, concessional loans, and above 
all, technical cooperation. The Indian 
Technical and Economic Cooperation 
Program (ITEC), established in 1964, 
brought thousands of government 
officials and workers from state-owned 
enterprises to India for training, and sent 
Indian experts to partner countries that 
requested help. Scholarships brought 
gifted African students to study in India. 
Cooperation was not limited to the Indian 
government’s action. Ethiopians of a 
certain age can still remember their 
Indian schoolteachers - hired, as legend 
has it, after Emperor Haile Selassie was 
deeply impressed, while visiting ancient 
churches in Kerala, to see legions of 
uniformed children on their way to 
school.
 
Economic renaissance in both India and 
much of Africa has seen ties take a 
renewed turn for the commercial, with 
governments playing a key role in 
facilitating private investment and trade. 
According to the World Trade 
Organization, bilateral India-Africa 
trade grew at an annual rate of almost 
32% between 2005 and 2011 – in spite of 
the global economic crisis. Trade is 
expected to touch $100bn in 2015. In a 
closed-door meeting the recent WEF 
India Economic Summit in New Delhi, 
the Financial Times reported, Indian 
industrialists and some African leaders 
expressed the belief that Indo-African 
trade could quintuple to $500 bn by 
2020.
 
While much of the existing trade has 
been in natural resources – the monetary 
value of which will drop with the recent 
fall in the price of oil – the sheer volume 
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of commodity trade has overshadowed 
the sustained growth in trade in other 
sectors, including value-added goods 
and services. Indian companies have 
made large investments in the 
automotive, telecommunication and IT 
sectors. Mahindra jeeps are a common 
sight in South Africa; the company is 
expanding to neighbouring markets. 
Airtel Tanzania is the country’s largest 
operator; Airtel Kenya is second only to 
Safaricom.
 
The Indian government has actively 
sought to boost trade and investment ties 
with Africa, launching the India-Africa 
Forum Summit in 2008. Indian business 
groups have also been active in this area, 
as demonstrated by the Confederation of 
Indian Industry’s India-Africa Conclave. 
 
Another step that promises to boost Indo-
African trade is India’s Duty-Free Tariff 
Preference Scheme for all United 
Nations-defined least developed 
countries (LDCs), the vast majority of 
which are in Africa. Launched in April 
2008, India’s trade preference scheme 
for LDCs came fully into effect by 
October 2012, offering duty-free access 
to LDCs across 85% of Indian tariff lines, 
and advantageous tariff rates on a further 
9% of products. India has emphasised 
that it took care to include in the scheme 
products ‘of particular interest to Africa’ 
such as cotton, cocoa, copper, cane sugar, 
clothing, and certain types of fish 
products and diamonds.
 
Countries’ uneven performance over the 
past half-century shows, however, that 
the existence of low-tariff access is no 
guarantee that developing countries will 
be able to actually take advantage of it. 
Weak supply side capacity, inadequate 
market information, insufficient support 
from domestic institutions – all conspire 
against would-be exporters from 
developing countries, especially the 

smaller and medium-sized enterprises 
that account for the bulk of employment.

To try to ensure that Eastern African 
countries, at least, are able to make use of 
the untapped potential to expand and 
diversify trade with India, the 
International Trade Centre (ITC), which 
I run, in 2014 launched a project on 
Supporting Indian Trade and Investment 
for Africa (SITA).
 
While still in its incipient stages, the 
project, which is backed by the United 
Kingdom Department for International 
Development (DFID), springs from the 
recognition that targeted interventions, 
could greatly expand the potential for 
investment, export diversification and 
growth, for mutual developmental 
benefit. The project focuses on the 
challenges that Ethiopia, Kenya, 
Rwanda, Tanzania, and Uganda face in 
international markets, and has started 
with a series of multi-stakeholder 
meetings involving the public and 
private sectors to identify priority sectors 
in each country. 

The ultimate goal will be to develop 
policy options and solutions aimed at 
improving the business and investment 
climate, and removing impediments to 

trade and investment flows between the 
five African countries and India. ITC’s 
free-to-use data tools, accessible through 
www.intracen.org,  already help 
countries and companies determine 
potential opportunities – and obstacles - 
to trade and investment.

In a world where 80% of production 
occurs in value chains, and fully 60% of 
global merchandise trade is in 
intermediate rather than final products, it 
is important to remember that ‘making in 
Africa’ can advance the goal of ‘making 
in India.’ Indeed, for India, this would be 
a homecoming of sorts, to what the 
journalist and scholar Nayan Chanda has 
described as its historical role as a 
‘crucial link in the ancient global supply 
chain’. Chanda has written about how, 
over a thousand years ago, an established 
value chain saw African ivory shipped to 
India, where the subcontinent’s skilled 
craftsmen carved it into jewellery that 
was a coveted – and expensive – import 
in the courts of Europe.
 
Similarly, the notion of ‘making in India’ 
should not be limited to manufactures. 
Online education, for instance, could 
potentially be a lucrative export for 
Indian companies – and a worthy heir to 
the Keralite teachers who educated a 
generation of Ethiopians.
 
At a time when some World Bank and 
IMF economists suggest that established 
international supply chains across the 
Pacific Ocean are maturing, there are still 
new gains to be had from specialisation 
and the global division of labour in South 
Asia and Africa. Seizing these gains, 
however, will require concerted and 
coordinated action among governments, 
donors, international agencies, and the 
private sector to encourage trade and 
investment across the Indian Ocean.

n
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xport-Import Bank of 
India (Exim Bank) was Eset up by the 

Government of India for the 
purpose of financing, 
facilitating and promoting 
India’s international trade. The 
Bank provides export finance 
and advisory services to 
Indian companies wanting to 
explore international markets. 
Since the Bank started its 
operations in 1982, it has 
successfully supported Indian 
exporters in establishing their 
presence across continents, 
including Africa, America, 
Asia and Europe, through its 
various financing support 
programmes and advisory 
services. 

Connecting with Global Markets

Exim Bank Leads 
Indian Companies 

to Establish 
Global Footprints

Yaduvendra Mathur
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Exim Bank also encourages Indian companies to invest abroad 
for, inter alia, setting up manufacturing units and for acquiring 
overseas companies to get access to the foreign markets, 
technologies, raw materials, brands, IPRs etc. For financing 
such overseas investments, Exim Bank provides: (a) Term 
loans to Indian companies up to 80% of their equity investment 
in overseas joint venture (JV) / Wholly-owned Subsidiary 
(WOS); (b) Term loans to Indian companies towards up to 80% 
of loan extended by them to the overseas JV/ WOS; (c) Term 
loans to overseas JV/ WOS towards part financing (i) capital 
expenditure towards acquisition of assets; (ii) working capital; 
(iii) equity investment in another company; (iv) acquisition of 
brands/ patents/ rights/ other IPR; (v) acquisition of another 
company; (vi) any other activity that would otherwise be 
eligible for finance from Exim Bank, had it been an Indian 
entity; (d) Guarantee facility to the overseas JV/ WOS for 
raising term loan/ working capital.

Eligibility to avail finance or services for Overseas 
Investments: Exim Bank's funded/non-funded assistance is 
generally with recourse to the Indian promoter company. Exim 
Bank’s financing is available in Indian Rupees (to the Indian 
borrower) and in foreign currency [as per extant RBI 
guidelines]. Commercial interest rates are charged on the term 
finance. The tenor range is usually 5-7 years with a suitable 
moratorium, and repayments in suitable monthly/ quarterly 
installments. Promoter margin is minimum 20% and security 
includes inter alia appropriate charge on the assets of the 
overseas entity, corporate guarantee of the Indian promoter 
backed by appropriate charge on its assets, political and/ or 
commercial risk cover, pledge of shares held by the Indian 
promoter in the overseas venture etc.

As on March 31, 2014, the Bank had provided finance to 
494 ventures set up by 391 companies in 80 countries. 
Aggregate assistance for overseas investment amounted to 
Rs. 37,139 crore. 

To deliver on its mandate, the Bank has also fostered a network 
of alliances and institutional linkages with a number of 
multilateral agencies, export credit agencies, banks and 
financial institutions, trade promotion bodies, and investment 
promotion boards across a number of developed and 
developing countries to help create an enabling environment 
for supporting trade and investment for Indian entrepreneurs.

Exim Bank’s support is limited not only to large enterprises, 
but also MSMEs and rural and grassroot enterprises, that are at 
the bottom of the pyramid. The Bank’s range of support 
includes providing assistance for cluster development, helping 
companies in technological enhancement for quality exports, 
marketing and advisory services, research-oriented market 
inputs, and thereby enabling them in their internationalization 
efforts. Exim Bank has been playing the crucial role in 
promotion of project exports covering overseas industrial 
turnkey projects, civil construction contracts, supplies as well 
as technical and consultancy service contracts out of India, 

which in turn would give major stimulus to manufactured 
exports from India and employment generation in the country. 
Exim Bank’s flagship programmes such as Lines of Credit and 
Buyers’ Credit are also designed to offer funding options to the 
overseas buyers in order to enable Indian project exporters to 
access new markets in developing countries and increase 
exports of goods and services from India, while at the same 
time create jobs in India.

Exim Bank strives to be the go-to institution for any company 
which is engaged or aspires to be engaged in foreign trade. “We 
will be aligning our priorities according to the direction set by 
the government as we continue to focus on aiding 
manufacturing exports, with a special attention on the 
engineering, procurement and construction (EPC) sector. The 
Vision of the Bank is to become India’s Lead Development 
Bank for International 
C o o p e r a t i o n  f o r  
supporting projects and 
programmes in India 
and in countries of 
strategic importance. 
The Vision is to be 
achieved through a 3-
pronged Mission of 
supporting  exports on 
medium and long term 
credit basis with higher 
associated risks, which 
otherwise would have 
been foregone; Creating 
a level playing field for 
Ind ian  compan ies ;  
Enhancing the visibility 
of Indian technical 
capabilities in emerging 
and developing markets 
o v e r s e a s .  G o i n g  
forward,  the  Bank 
intends to focus on the 
key business verticals of 
Finance for Project 
Expor t s ;  L ines  o f  
Credit; and Overseas 
Investment Finance. We are sending delegations to Africa and  
Asia to boost and promote India’s efforts in globalization”, 
said Exim Bank’s Chairman and Managing Director, Mr. 
Yaduvendra Mathur.

Exim Bank has also been successful in catering to the 
grassroots by supporting businesses at the bottom of the ladder, 
while also marketing and assisting them in identifying markets 
for their products and services and we would continue such 
endeavours with companies at the ‘bottom of the pyramid’, he 
added.

n
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