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• Objective of the study is to determine the incidence of

Embedded taxes in SHEFEXIL products so that they could be

eliminated from cost by way of rebates to exporters leading to

increased export competitiveness and growth in exports.
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1. The data on export quantity and values of 23 distinct 8-digit

HS code tariff lines of SHEFEXIL products for FY 2017-18 was

used for calculation of costs and Embedded taxes therein.

2. These 23 products constitute over 80% of total value of

export of SHEFEXIL products.
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3. A scenario-based approach with relevant assumptions and

conservative estimates has been used to calculate the total

cost of transportation, electricity and farm, and the

incidence of Embedded taxes in these costs to arrive at an

average percentage of Embedded tax in total value of export

of these products.
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4. Sample data used for calculations were requested from and

validated by various sources including Department of

Commerce – DGCI&S Kolkata, SHEFEXIL exporters,

transporters and freight forwarders and from standard

public references.

5. Actual data was used wherever available and assumptions

were made wherever data was incomplete.
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6. These assumptions were based on the discussions and

inputs of various exporters, transporters and freight

forwarders considering various important factors which

impacts cost of transportation viz. rates, routes, distances,

vehicle types, payload capacity, fill rates, number of distinct

vehicles required, number of trips, toll, national permit,

insurance and maintenance cost and those which impact

cost of electricity and farm cost.
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7. A cluster of exporters was considered based on products

and region to arrive at comparable costs and Embedded

taxes therein, depicting reality.
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Sector GST taxes Non-GST taxes

Petroleum - Central excise duty and State VAT
on petroleum products

Electricity - Electricity duties

Farm - Mandi tax on farm output

Transport GST on inputs in the
transport (Insurance,
tyres, tubes, spares etc.)

Motor vehicle taxes, Toll taxes
etc.

Non GST taxes and duties are levies either by State or by Central

Excise or Value Added Tax (VAT) levies which are outside the

purview of GST.
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• Property Tax

• Stamp Duty & Registration charges

• Profession Tax 

• GST on inputs in the sectors like, Electricity, Farm & Petroleum

WHY?

1. Single property viz. an office, a factory or a warehouse is 

being used for multiple products and activities, some of 

which may not be related to pure exports. 9



2. Lack of availability of standards in duty rates and registration

procedures for owned or rented properties in various

regions in India.

3. The impact of taxation and cost due to unregistered dealers

was found to be negligible for SHEFEXIL products.

4. The scope of this study included only the indirect taxes and

duties levied by State Government.
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1. Embedded taxes raise the base price of a product or service,

they bring down price competitiveness.

2. With global trade growth forecasts still slow at 2.4 per cent,

the expected compounded growth may just be about 15 per

cent annually for India’s exports.

Why Refund of Embedded Taxes?
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1. As per recent report, Mr. Suresh Prabhu, Commerce

Minister has indicated $ 321 billion as expected export

figure for 2018-19 ($ 217 billion – Apr-Nov 2018)

2. An analytical approach based on operational data from

various exporters, freight forwarders and transportation

service providers has been adopted for estimating the

impact of Embedded taxes on the final price of the export

product. 12



3. Data on quantity and value of exports by products (HS

codes) has been sourced from Department of Commerce –

DGCI&S Kolkata. Data on transportation has been sourced

from exporters, wherever they could provide them, as well

as from transporter or freight forwarder.
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4. Electricity Duty and Mandi tax details have been sourced

from information available in public domain on the websites

of various State Electricity Departments and APMCs

(Agricultural Produce Market Committee). Then they were

calculated and converted as a percentage of FOB value.
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ELEMENTS OF EMBEDDED TAXES
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1. Electricity duty is defined as per the policy of the central

government with taxes going to the state government.

2. It differs from state to state. The tax is also different for

different sectors and industries.

State Rate of Electricity Duty

Rajasthan 40 paisa per unit

Haryana 15%

UP 7.5%

Gujarat 15%

Maharashtra 9.30% 16

* Primarily calculated on energy charges which may include
Fuel Adjustment Charges



1. Mandi Tax is levied on the sale and purchase of agricultural
produce.

2. Percentage of Mandi tax varies depending on the product
and state.

3. Mandi Tax is either paid by the Buyer or the seller or by
both.

Product State Rate of Mandi Tax

Cotton Linters
Rajasthan *1.92%
Haryana 2.00%

Fenugreek seed
Rajasthan *1.92%

UP *1.92%
Cassia Torea Seeds Rajasthan *1.92%

Guar Gum refined Split
Rajasthan 1.60%
Haryana 1.00%

Guar Meal
Rajasthan 1.60%
Haryana 1.00%

Guar gum treated and pulverized
Rajasthan 1.60%
Haryana 1.00%

Psyllium Husk
Rajasthan *1.92%
Haryana *1.92%

*1.92% - Average Rate of Mandi Tax
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1. Optimization of transport operations essentially involves

maximizing movement of goods at minimum possible costs.

2. Availability of raw materials, production schedules and post-

production treatment affect transportation.

3. Lesser the optimization, more the transportation costs and

higher the price of the export product.
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4. Factors that influence cost of transportation:

• Bad road conditions, heavy traffic, distance between

manufacturing or warehouse location and port of export,

long waits at toll booths, long wait at ports, vehicle capacity

and availability, fill rates, loading and unloading times,

number of trips, number of vehicles, return trip load, safety

and insurance of drivers, vehicles and goods, maintenance

costs, etc.
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5. Exporters need to maintain their profit margins to sustain

business, high transportation costs force them to set high

price of their product which adversely affects their export

competitiveness in various markets globally.
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TAXES IN TRANSPORTATION – CENTRAL EXCISE DUTIES
Particulars Basic 

Excise Duty
Special 

Additional 
Excise Duty

Additional Excise Duty 
(Road and infrastructure 

Cess)
Crude Petroleum Nil+ Cess @ 20% 

+Rs.50/ MT as NCCD
- -

Petrol Rs.2.98/ltr Rs.7.00/ltr Rs.8.00/ltr.
Petrol (branded) Rs.4.16/ltr Rs.7.00/ltr Rs.8.00/ltr.
High Speed Diesel Rs.4.83/ltr Rs.1.00/ltr Rs.8.00/ltr.
High Speed Diesel 
(branded)

Rs.7.19/Ltr Rs.1.00/ltr Rs.8.00/ltr.

Aviation Turbine 
Fuel (refer Note 1)

11% - -

Liquefied Natural 
Gas

Nil - -

Natural Gas [Gasious 
state]

Nil - -

Natural Gas 
[Compressed]

14.0% - -

[Source: Extracted from Petroleum Planning and Analysis Cell- Rates as on 01.11.2018 -
http://ppac.org.in/content/149_1_PricesPetroleum.aspx]
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SALES TAX/ VAT RATES

States/Union Territories Sales Tax/VAT Rates
Petrol Diesel

Andhra Pradesh 32.54% 24.64%
Arunachal Pradesh 16.20% 8.60%
Assam 26.91% 18.84%
Bihar 21.11% 14.50%
Chattisgarh 23.08% 21.84%
Delhi 27.00% 17.21%
Goa 12.86% 15.03%
Gujarat 22.19% 22.28%
Haryana 23.37% 13.90%
Himachal Pradesh 21.71% 11.14%
Jammu & Kashmir 23.54% 13.19%
Jharkhand 21.52% 19.20%
Karnataka 27.23% 17.11%
Kerala 30.37% 23.77%
Madhya Pradesh 31.70% 19.18%
Maharashtra – Mumbai, Thane & Navi Mumbai 36.01% 23.15%

In Addition to the above, Central Taxes, Petrol and Diesel attract State Levies
such as VAT, Additional Tax or Cess as imposed by the State Government.
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Maharashtra (Rest of State) 35.01% 20.26%
Manipur 20.09% 10.23%
Meghalaya 18.56% 9.91%
Mizoram 18.88% 11.55%
Nagaland 20.13% 10.09%
Odisha 24.63% 25.08%
Punjab 35.08% 16.65%
Rajasthan 27.01% 20.13%
Sikkim 27.83% 15.55%
Tamil Nadu 32.17% 24.11%
Telangana 33.32% 26.05%
Tripura 19.78% 12.54%
Uttarakhand 22.97% 13.22%
Uttar Pradesh 22.97% 13.56%
West Bengal 23.73% 15.98%
Andaman & Nicobar Islands 6.00% 6.00%
Chandigarh 17.47% 9.04%
Dadra & Nagar Haveli 20.00% 15.00%
Daman & Diu 20.00% 15.00%
Lakshadweep - -
Puducherry 21.15% 17.15%

[Source: Extracted from Petroleum Planning and Analysis Cell-
http://ppac.org.in/content/149_1_PricesPetroleum.aspx
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Top 23 Export Products of SHEFEXIL
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CALCULATION OF EMBEDDED TAX
Guar Meal
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*LPT – Long Platform Truck 26
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Incidence of Embedded Tax when container is 50% Loaded
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Incidence of Embedded Tax when container is 100% Loaded
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Incidence of Embedded Tax

Container Capacity No of days required to complete the trip % of Embedded taxes

100%

7 2.97
10 3.03
13 3.08
16 3.13

80%

7 3.50
10 3.57
13 3.64
16 3.71

60%

7 4.39
10 4.48
13 4.57
16 4.66

50%

7 5.10
10 5.21
13 5.32
16 5.42

40%

7 6.16
10 6.30
13 6.43
16 6.57

Jodhpur to Mundra Port (Gujarat)
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HS Code Product Average Embedded tax (%)
At 100% Container 

Capacity
At 50% Container 

Capacity
09109912 Fenugreek Seed 4.75% 8.53%
14042000 Cotton Linters 4.15% 7.32%
13023220 Guar Gum Refined Split 2.02% 3.31%
13023230 Guar Gum Treated & 

Pulverized 2.08% 3.14%
13023210 Guar Meal 3.80% 6.87%
12119032 Psyllium Husk 1.40% 1.70%
09109915 Cassia Torea Seed 4.13% 7.30%

Average 3.19% 5.45%
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1. The seven products, account for roughly 47% of total

exports of SHEFEXIL products by value.

2. The calculation is done based on all parameters put together

whereas, taxes are built in the prices but not anywhere

refunded as they are either not covered by GST or not

refunded by any mechanism per say.
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3. The embedded taxes primarily include taxes on Diesel

(Central Tax & VAT), Electricity Duty, Mandi Tax, Insurance

and other consumables used in maintenance of vehicles, Toll

Charges, etc.

4. The Average impact if taken into account works out

between 3.19% and 5.45% of FOB value.
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5. The capacity utilization is taken into account as many types

of vehicles are used in actual transportation.

6. The Capacity utilization ranges from 40% to 100% based on

the volume/weight of the product and small & big order

size.

7. Hence, the ideal rate should be 4.32% or say rounded off to 
4.5% of FOB value.
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8. This refund does not anyway constitute as export incentive

with reference to WTO principles and regulations. These are

primarily embedded taxes actually suffered in processing

and transportation of the product to the port of shipment.

9. The Principle of export as universally accepted is, “We

export Goods and Services, not Taxes”. Therefore, refund of

embedded taxes cannot be considered as incentives.
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10. We therefore strongly believe that, 4.5% of FOB value can

be considered as normal rate for 7 HS Codes and for other

HS Codes a residual rate of 5% should be considered. This is

primarily because the above mentioned seven products

constitute 47% of export in value terms and for balance 53%

there are almost 140 products which automatically means

products are exported but not in volumes and big size.
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11. Naturally, when exports are in small quantity cost increases.

Thereby payment of taxation also increases. Hence, a

residual rate of 5% for all other HS Code seems

appropriate.

12. This amount of 4.5% should be credited to exporter’s

account similar to drawback as ROSL (Rebate of State Levies)

based on the FOB value indicated in the Shipping Bill.

13. This will avoid making of separate application for refund.
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• We would like to thank SHEFEXIL for giving us this opportunity.
• Our heartfelt thanks for responses from Exporters:

• Aromatic & Allied Chemicals
• Chimique (India) Limited
• Hind Suter Shellac Pvt. Ltd.
• Pioneer Extracts Pvt.Ltd.
• P.S.S. Exports
• Sarda Udhyog
• Shree Kumarasamy Polychem
• Shree Ram Colloids Pvt Ltd
• Vikas WSP Ltd
• India Glycols Limited

• Freight Forwarders – Royal Forwarders Private Limited, Mumbai
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