Exporters seek incentives in the Union Budget 2021-22
India’s exports in November 2020 declined almost 9% to USD 23.5 billion following a 5% decline
in outward shipments in the previous month. The decline in November is the second
consecutive month of fall in exports after a temporary growth of 5.3% in September 2020.
The decline in exports was led by contraction in shipment of petroleum products, man-made
yarn and fibre, engineering goods, marine products, plastics & linoleum, inorganic chemicals
etc.
Industry sources feel that the decline in exports was led by subdued demand in western
countries that are affected by the second wave of COVID infection and bottlenecks in logistics
because of shortage of containers to transport goods. However, exports of carpets, gems &
jewellery, jute products, handicrafts grew remarkably during November 2020. Going forward,
exporters expect outward shipment to improve as they have witnessed more orders in recent
weeks ahead of Christmas and New Year. Meanwhile, exporters of readymade garments in
Tirupur (Tamil Nadu) exuded confidence about improving export prospects to western
countries such as USA as buyers in these countries are eyeing India as an alternative source of
supply to reduce over dependence on China.
In order to provide boost to exports, the industry has made representation to the government
to provide incentives for exporters in the forthcoming Union Budget (2021-22). For instance,
the gems and jewellery industry, which is a major export-oriented sector, has requested the
government to reduce import duty on gold import from 12.5% to 4%. Gems and jewellery
exporters depend on imports to meet their requirement of gold, which is a core raw material
for the industry, as domestic supply is limited for this commodity. The industry has also sought
reduction in duty on other imported raw materials such as cut and polished diamonds, precious
and semi-precious gemstones.
Similarly, the industry body for Special Economic Zones (SEZs), that account for around 20% of
India’s goods and services exports have called for continuation of income tax relief. Under
Section 10AA of the Income Tax Act, government used to provide 100% income tax exemption
on export proceeds of SEZ units for the first five years, 50% for the next five years and 50% of
the reinvested profit in the following five years. However, the government decided to
discontinue this benefit from March 2020. In response to the outbreak of the COVID pandemic,
the government decided to extend this tax benefit by three months, viz. to June 2020. Now, the
industry has sought further extension of this deadline by another one year so that new units
that are setting operation in SEZs may benefit from the tax relief.
The industry argues that extension of the income tax holiday will promote investment in 111
notified SEZs, which are yet to start operation.

Another recommendation by a section of industry is to promote exports of iron ore pellets by
re-introducing duty drawback, which was withdrawn earlier, for this commodity. Iron ore pellet
is a raw material used in steel manufacturing and many local manufacturers are exporting
pellets in order to ensure optimal utilization of their idle production capacity.
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