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Preface

The N ational Institu te  o f  Public F inance and  Policy is an 
au tonom ous, non-profit o rgan isa tion  w hose m ajo r functions 
are  to  carry  ou t research, do consultancy  w ork and  undertake  
tra in ing , in the a rea  o f  public  finance and  policy.

The p resen t study on the Evasion o f  Excise D uty  on P las­
tics is the second p a rt o f  a larger study  on the evasion o f  
excise relating  to  a selected num ber o f  com m odities, en tru s­
ted to  the In stitu te  by the C en tra l B oard o f  Excise and  C us­
tom s, G overnm ent o f  India. The first p a rt re la ting  to  Evasion 
o f  Excise D uty  on C opper was com pleted an d  subm itted  to  
the G overnm ent in 1982.

The p resen t study w as carried  o u t by D r N ara in  S inha 
w ho also prepared the initial d ra ft. The study  as well as the 
d ra ft rep o rt have been revised by D r A. Bagchi and  M r 
B. L. Sud.

R  J C helliah
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1

Revenue Significance and 
Structure of Plastics Industry

Revenue Significance of Plastics

P l a s t ic s  were b rough t under excise duty  for the first tim e in 
1961 w ith  the inco rpo ra tion  o f  item  15A in the C entral 
Excise T ariff Schedule. A t first, the coverage o f  the item  was 
som ew hat lim ited and  was applicab le  to  certain  specified 
plastic  m ateria ls and p roducts, namely: (i) m oulding pow ders, 
granules and  flakes; and (ii) polyethylene films, lay flat tubings 
and  PVC sheets. The duty  was leviable a t the ra te  o f  20 per 
cent ad valorem. The descrip tion o f  the  ta riff head was ex­
panded la ter and the ra te  o f  duty  was raised  from  tim e to  time. 
C urren tly , the ta riff head is broken up under fo u r sub-heads 
and extends n o t only to  p lastics m aterials and  articles m ade 
o f  such m ateria l bu t also to  po lyu re thane  foam s and  articles 
m anufactured  therefrom . C ellophane and  polyester films w hich 
were for some tim e taxed separately  are now  included under 
plastics fo r  purposes o f  excise du ty . The basic ta riff rates are 
50 per cent ad  valorem  on resins and artic les com ing under 
the  first tw o sub-heads o f  ta riff item  15A and 75 per cent 
ad valorem  on po lyu re thane  foam  and artic les th e reo f taxable 
under sub-item s 15A (3)and  15A(4), respectively. T he effective 
rates o f  basic du ty  vary from  10 per cen t ad  valorem  to  75 
per cent ad  valorem. In  ad d ition , there is a special excise duty 
a t the ra te  o f  5 per cen t o f  the  effective basic rate.



The revenue from  plastics a t first was no t very significant 
and fetched barely Rs ljn ro re  in 1961-62 form ing less th an  0.3 
per cent o t the to ta l C en tra l excise revenue. W ith the g row th  
o f  the  p lastics industry  in the coun try  and  increasing use o f  
p lastic  p roduc ts fo r a variety  o f  purposes, the  revenue from  
plastics has increased and  fo r the year 1982-83, stood  a t Rs 
1_42 crore, ou t o f  a to ta l C entral excise revenue o f  Rs 8302 
crore, fo rm ing  abou t 1.7 per cent o f  the  excise revenue. A ccor­
ding to  the budget estim ates fo r the year 1983-84, the revenue 
from  plastics is expected to  be a ro u n d  Rs 169 crore  ou t o f  a 
to ta l C en tral excise revenue o f  Rs 10,050 cro re  (vide Table 
1.1). A lthough the con trib u tio n  o f  plastics to  excise revenue 
has usually  n o t exceeded 2 per cent except in  one o r tw o 
years, plastics com e w ith in  the first 13 artic les in  term s o f  
revenue, in the list o f  com m odities included in the C entral 
Excise Tariff Schedule.

A lthough there has been a fairly rap id  g ro w th  o f  revenue 
from  plastics, in fact, the  g ro w th  has been faster th an  th a t o f  
C en tra l excise revenue as a w hole, there  is a feeling th a t eva­
sion is w idespread in p lastics p artly  because o f  the com plex 
ra te  s tru c tu re  and  partly  due to  the s tru c tu re  o f  the industry  
w ith a large num ber o f  un its m anufacturing  p lastics m a te ria l 
and p roduc ts  all over the country . I t  w as, therefore, desired  
by the CBEC th a t som e a ttem p t may be m ade to  investigate 
the ex ten t o f  evasion o f  excise duty  on plastics and  suggest 
ways o f  m inim ising the  revenue loss. The p resen t re p o rt is 
the outcom e o f the study undertaken  by the  N IP F P  at the 
instance o f the CBEC.

Before proceeding to  consider the possible scope o f  evasion 
and assessing the q u an ta tive  dim ensions o f  the  possible 
revenue loss, it is necessary to  exam ine briefly the n a tu re  o f 
the  p roduct com ing under the descrip tion  o f  “ Plastics”  and 
the structure  o f  the industry .

Plastics Industry

Plastics are acknow ledgedly the w onder p roduc t o f  the 
tw en tie th  cen tury . In the course o f  a few decades plastics 
have com e to occupy a very im p o rtan t place in m a n ’s life and  
com pete w ith trad itio n a l item s like steel, cem ent, a lum inium



T A B L E  1 . 1

Revenue Significance o f Plastics (Tariff Item ISA) 
(1961-62 to 1983-84)

Y e a r

R e v e n u e  f r o m  e x c i s e  d u t i e s  

( R s  L a k h )

P l a s t i c s  i n c l u d i n g  A l l  c o m -  

c e l l o p h a n e  a n d  m o d i t i e s  

p o l y e s t e r  f i l m s

C o l u m n  ( 2 )  

a s  p e r c e n ­

t a g e  o f  

c o l u m n  ( 3 )

( 1 ) ( 2 ) ( 3 ) ( 4 )

1 9 6 1 - 6 2 1 4 2 4 8 9 3 1 0 . 2 9

1 9 6 2 - 6 3 1 9 6 5 9 8 8 3 0 . 3 3

1 9 6 3 - 6 4 3 0 7 7 2 9 5 8 0 . 4 2

1 9 6 4 - 6 5 6 2 1 8 0 1 5 1 0 . 7 7

1 9 6 5 - 6 6 6 5 9 8 9 7 9 2 0 .7 3

19 6 6 - 6 7 7 2 1 1 0 3 3 7 7 0 .7 0

19 6 7 - 6 8 1 1 7 2 1 1 4 8 2 5 1 . 0 2

19 6 8 - 6 9 1 3 4 7 1 3 2 0 6 7 1 . 0 2

19 6 9 - 7 0 2 0 0 1 1 5 2 4 3 1 1 . 3 1

1 9 7 0 - 7 1 2 5 8 1 1 7 5 8 5 5 1 . 4 7

1 9 7 1 - 7 2 3 0 2 2 2 0 6 1 1 0 1 . 4 7

1 9 7 2 - 7 3 3 5 8 9 2 3 2 4 2 5 1 . 5 4

1 9 7 3 - 7 4 4 1 0 8 2 6 0 2 1 3 1 . 5 8

1 9 7 4 - 7 5 7 9 1 1 3 2 3 0 5 3 2 . 4 5

1 9 7 5 - 7 6 7 7 5 7 3 8 4 4 7 8 2 . 0 2

1 9 7 6 - 7 7 6 8 3 0 4 2 2 1 4 5 1 . 6 2

1 9 7 7 - 7 8 6 8 1 5 4 4 4 7 5 1 1 . 5 3

1 9 7 8 - 7 9 9 4 6 4 5 3 4 1 9 5 1 . 7 7

1 9 7 9 - 8 0 1 1 3 0 9 6 0 1 1 0 9 1 . 8 8

1 9 8 0 - 8 1 1 2 7 7 3 6 5 0 0 0 2 1 . 9 7

1 9 8 1 - 8 2 1 4 3 4 6 7 4 2 0 7 4 1 . 9 3

1 9 8 2 - 8 3  ( R E ) 1 4 2 1 5 * 8 3 0 1 9 0 1 . 7 1

1 9 8 3 - 8 4  ( B E ) 1 6 8 0 0 1 0 0 5 0 4 2 1 . 6 7

N o te : ’ P r o v i s i o n a l

Sources : 1 .  F o r  c o l u m n  ( 2 )  D i r e c t o r a t e  o f  S t a t i s t i c s  a n d  I n t e l l i g e n c e ,  

Statistical Year Book, C e n t r a l  E x c i s e ,  r e l e v a n t  i s s u e s .  

2 .  F o r  c o l u m n  ( 3 ) ,  Explanatory Memorandum on the 
Budget o f  the Central Government.

and w ood as a  basic in p u t o f  a w ide range o f in d u stria l p ro ­
ducts. In fac t, p lastics have proved to  be m ore versatile than  
m ost o f  the  trad itio n a l inpu ts o f  industria l p roducts because



o f  the ir p ro p erty  o f  ligh t w eight, d im ensional stability and  
easy processability  to  form  any desired  shape, an d  the low 
energy requ irem ent fo r conversion  in to  d ifferent p roducts. 
A n o th e r advan tage  o f  p lastics is th a t  processing can be p er­
form ed in  sm all un its , p rovid ing  o p p o rtu n itie s  fo r self-em- 
p loym ent and  in d u stria lisa tio n  a t low cap ita l cost.

As o f  1979 th ere  w ere 523 factories m anufac tu ring  p lastic  
m a te ria l and p ro d u c ts  reg istered  w ith the C entral Excise 
au tho rities . In 1981-82 the  num ber w as 477. O f these 115 or 
nearly  one-fourth  cam e under the ju risd ic tio n  o f  B om bay 
C ollectorates, accoun ting  for abou t tw o-fifths o f  to ta l revenue 
(Table 1.2).

R evenue collected per factory  during  the years 1978-79 
an d  1981-82 is given in colum ns 10 and  11 o f  T able 1.2. The 
collection p e r fac to ry  seems to  be high a t centres where 
p lastic  m ateria ls  (as d istinguished from  p lastic  p rod u cts) are 
m anufactu red .

Structure of the Plastics Industry

B roadly, the  plastics ind u stry  m ay be grouped under th ree 
b road  sectors:

i. p lastics raw  m ateria l m anufactu rers;
ii. p lastics p rocessors; and

iii. p lastics users, i.e ., m an u fac tu rers  o f  artic les o f  plastics. 
M anufactu rers o f  p lastics raw  m ateria ls  use several chem icals. 
These raw  m ateria ls are  used to  m an u fac tu re  v a rio u s  types o f  
p lastic  m aterials, finished an d  sem ifinished. The sem i-finished 
artic les are  tho se  from  w hich the  finished articles and  com ­
ponen ts fo r ind u stry  and  everyday use are  p roduced . P ro ­
cessors o f  sem i-finished p lastics m ateria ls com prise m oulders, 
lam ina to rs, fab rica to rs, and  o thers. These people m anufacture  
largely articles such as sheets, films, e tc ., w hich are used in 
the  m anufactu re  o f  various k inds o f  final p roducts.

P lastics raw  m ateria ls m ay be classified in to  tw o  groups: 
(i) therm osets and  (ii) therm oplastics. T herm o se ttin g  m a te r i­
als, w hen heated , undergo  a chem ical change and  becom e h a rd ­
ened and  fu rth er heating  produces no fu rth e r change. In  this



TABLE 1.2

Distribution of Factories and Revenue Collected Under T .I. ISA

N u m b e r  o f  f a c t o r i e s  R e v e n u e  p e r  f a c t o r y

S I .  C o l l e c t o r a t e  E x c i s e  r e v e n u e  ( R s  ’ 0 0 0 )  a s  o n  ( R s ’ 0 0 0 )

N o .  1 9 7 6 - 7 7  1 9 7 7 - 7 8  1 9 7 b - 7 9  1 9 8 0 - 8 1  1 9 8 1 - 8 2  M a r c h  M a r c h  C o l u m n  ( 5 )  C o l u m n  7

1 9 7 9  1 9 8 2  4 -  C o l u m n  ( 8 )  -f- C o l u m n  9

( 1 ) ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( 7 ) ( 8 ) ( 9 ) ( 1 0 ) ( I D

1 . A l l a h a b a d 1 2 3 5 1 9 2 4 2 5 4 9 _ 7 4 3 6 4

2 . B o m b a y  

( 1  +  I D 3 7 1 4 0 8 3 4 2 2 5 5 4 3 8 4 2 1 4 9 1 0 9 5 5 2 3 0 8 5 1 0 4 1 1 5 4 2 1 6 4 5 4 9

3 . W e s t  B e n g a l  

a n d  C a l c u t t a 4 6 2 5 1 4 7 7 4 7 5 0 1 7 4 5 0 1 8 1 4 3 1 5 8 8 1 7 4 6 1 9 5 8 3

4 . D e l h i 4 1 6 4 4 5 5 8 8 4 4 1 3 1 2 8 8 3 0 0 1 1 3 4 2 7 2 4 8 1 1 1 2

5 . M a d r a s 2 9 0 6 9 3 1 4 0 5 3 7 9 5 9 5 0 0 6 1 6 2 3 0 7 2 3 2 4 1 6 5 0 2 5 9 6

6 . S h i l l o n g 8 6 1 9 8 6 5 3 9 2 9 2 7 5 9 9 4 6 2 8 1 9 2 3 4 8 9 2 0 1

7 . B a r o d a 4 4 4 0 7 4 7 7 0 0 1 6 6 8 5 9 4 0 5 2 2 3 4 8 5 9 7 5 9 5 7 2 1 7 5 6 6 7 5 0

8 . H y d e r a b a d 3 7 8 3 3 3 5 0 0 8 4 0 0 1 9 5 8 1 3 9 7 1 8 7 0 1 2 1 8 3 3 3 5 3 9 9 3

9 . M y s o r e 1 2 7 5 9 1 3 1 8 7 1 3 1 3 8 1 2 0 6 2 1 2 9 0 0 1 9 1 8 6 9 1 7 1 7

1 0 . P u n e 2 1 5 3 4 2 5 1 2 7 4 8 3 8 7 2 4 9 8 4 2 8 4 5 2 5 8 2 2 8 3 4 1 2 9 3

REVENUE 
SIGNIFICANCE 

AND 
STRUCTURE 

OF 
PLASTICS 

INDUSTRY



( 1 )  ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( 7 ) ( 8 ) ( 9 ) ( 1 0 ) ( I D

1 1 .  N a g p u r 7 7 2 2 8 7 2 9 7 9 7 2 1 0 1 3 3 8 9 9 1 2 7

1 2 .  P a t n a 1 0 0 2 1 0 2 2 1 5 9 7 1 7 5 2 2 6 9 2 3 4 5 3 2 6 7 3

1 3 .  J a i p u r 3 1 2 3 4 3 6 8 3 2 4 6 8 1 4 5 0 4 0 7 2 9 3 1 4 2 4 2 3 4 0 7 7 3 2 9

1 4 .  C o c h i n 2 7 6 8 3 1 1 6 3 8 3 9 4 1 1 6 6 1 5 0 1 6 1 0 2 4 0 6 1 5

1 5 .  K a n p u r 4 5 7 1 6 9 1 3 6 9 9 6 2 5 3 8 2 4 0 9 1 3 5 5 3 8 4 8 2

1 6 .  C h a n d i g a r h 1 7 2 3 9 1 7 9 4 5 1 4 7 5 2 1 8 1 7 4 3 2 7 3 6 4 9 1 7 7 2 1

1 7 .  G o a 5 2 5 9 1 4 5 2 1 1 2 7 9 1 4 1 4 5 7 0

1 8 .  G u n t u r 1 3 9 6 0 1 6 8 6 0 1 8 9 1 3 1 9 4 2 9 4 5 8 5 8 6 6 3 1 5 2 7 6 4 3

1 9 .  A h m e d a b a d 5 4 5 7 5 8 1 7 7 7 2 0 1 2 3 9 4 1 3 1 9 8 1 0 1 1 7 7 2 1 2 0 0

2 0 .  M a d u r a i 7 3 9 4 1 4 4 8 7 — — — 1 1 — —

2 1 .  B h u b a n e s h w a r  2 9 — 1 3 — — 1 1 1 3 —

2 2 .  I n d o r e — 1 3 9 3 6 5 8 1 2 9 7 1 5 5 2 1 2 1 1 5 5 1 4 1

2 3 .  M e e r u t — — — 9 3 5 6 1 1 1 6 8 — 9 — 1 2 4 1

T o t a l / A v e r a g e 6 6 1 7 8 7 6 6 2 2 9 5 9 1 6 9 8 3 1 2 3 4 9 2 1 1 3 8 0 3 4 6 5 2 3 4 7 7 1 1 7 5 5 7 2 9 3 1

Note: D o e s  n o t  i n c l u d e  f i g u r e s  f o r  c e l l o p h a n e  a n d  p o l y e s t e r  f i l m s .

Source: D i r e c t o r a t e  o f  S t a t i s t i c s  a n d  I n t e l l i g e n c e ,  Sta tistica l Year Bookt C e n t r a l  B x c i s e ,  r e l e v a n t  i s s u e s .
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sense the reaction  is perm anen t. T herm oplastic  m aterials, on 
the o th e r hand , soften w hen heated  bu t becom e solid on 
cooling and the physical change can be repeated . Because o f  
th is  p ro p erty , therm oplastics can be recycled.

N evertheless, one advan tage w hich therm osets have over 
therm op lastics  is in the ir stability  under p ressure and  high 
tem pera tu res . Because o f  the ir stability , the  therm osets c a n ­
n o t be recycled. M ost o f  their app lica tions therefo re  are in 
the  industria l field. G enerally , the  therm oset m ateria ls a re  
m anufactu red  e ither in the  small o r  the  m edium  sector by 
m ethods like condensation  and polym erisation  by the app li­
cation  o f  hea t and  pressure.

P lastics m ateria ls can be m anufactured  in a variety  o f  
form s, such as solid or liquid resins, m oulding and extrusion 
m aterials, coating  and  im pregnating  resins, em ulsions, and  
am ong o thers, sheets, rods, tubes, films, foils, and  profile 
shapes. The basis o f  each form  is the synthetic  resin o r poly­
m er, bu t according to  the requ irem ent, som e fillers, plasti- 
cisers, stabilisers, p igm ents and  o ther chem icals are  also added 
to  yield the final plastics m ateria ls in a su itable cond ition  fo r 
use in producing  finished plastics articles. M ostly , the con­
cerns involved in m anufactu re  o f  these m aterials are large 
com panies having expensive p lan ts w ith a large cap ita l 
investm ent.

The follow ing are the  m ost im p o rtan t plastics raw  m ate­
rials:

i. T herm osetting  m aterials:
Phenol-form aldehyde
A m ino-plastics
U rea-form aldehyde
M elam ine-form aldehyde
Alkyds

ii. T herm oplastics m aterials:
Polyethylene 
Polyvinyl chloride 
Polystyrene
Polym ethylm ethacrylate 
Cellulose acetate 
Cellulose n itra te



a. T herm osets. M ost o f the therm osets a re  p ro d u c ts  o f  
e ither condensation  or polycondensation  or po lyadd ition . 
The p rincipal item s in th is g roup  are phenoplastics, am ino- 
plast, alkyds, poly ally 1 esters and  o th e r u n sa tu ra ted  polye­
sters, epoxide resins and  silicones. These resins are  m ainly 
used in the  p rep ara tio n  o f  varnishes an d  pain ts. Som e o f 
them  are  used as surface coatings o r im pregnants, adhesives, 
m ould ing  and casting resins. B ut a large p a rt o f  the p ro d u c­
tion  is supplied to  the fabricating  or m oulding trade in the 
form  o f m oulding pow ders. These are m ade by inco rpo ra ting  
w ith the resin , w hile it is still in a fusible sta te , various m ate­
rials, som e o f w hich assist the  m ould ing  process and  o thers 
which are  in tended  to  give certa in  specific p roperties  to  the 
m oulded artic les. The p rincipal use o f  m oulding pow ders is 
in the p roduction  o f  e lectrical insu lation  p a r ts . This ra th e r 
unspectacu lar use constitu tes by far the largest general a p p li­
cation  o f  these m aterials.

The im portan t resins and  m oulding pow ders com ing under 
the “ therm oset”  category are phenol resins (m oulding 
pow der), m elam ine form aldehyde, u rea form aldehyde, alkyd 
resins and terpene  phenolic resins. These resins are  used in 
the m anufactu re  o f  lam inated  boards, rods and  tubes by a 
m odified m oulding technique. Briefly, the technique consists 
o f  im pregnating  sheets o f  paper on c lo th  w ith the resin. The 
s tan d ard  technique is to  stack a num ber o f  trea ted  sheets 
together like a pack o f  cards and  subject the  pack  to  heat 
and pressure un til the  resin is cured  and the layers are bond­
ed together. The layers o f  paper o r clo th  play the p a r t  o f 
fillers im parting  g rea t m echnical s treng th  to  the  p roduct. 
V arious m ethods o f  im pregnating  are available.

b. T herm oplastics. U nlike the therm osets, the  th e rm o ­
plastics undergo  no chem ical change during  the m oulding 
process. They m erely soften  and in som e cases m elt when 
heated  and becom e rigid again on cooling. They do no t 
require any fillers. H ow ever, in som e cases a suitable p lasti- 
ciser is inco rpo ra ted . It acts as a k ind o f  in te rna l lub rican t 
and  im proves the flow during  m oulding. It also adds to u g h ­
ness to  the m ateria l, decreasing the b rittleness and , i f  added



in sufficient quantity, increases the flexibility particularly in 
materials like polyvinylchloride.

Thermoplastics are generally the products o f  polymeri­
sation and copolym erisation. Polymerisation products are 
obtained by the union o f  several simple molecules o f  the same 
chemical constitution (know n as monomers) w ith multiple 
carbon-carbon bonds. Similarly, copolym erisation products 
are obtained from simple molecules o f  different chemical 
constitution. M ost o f  the thermoplastic resins can be process­
ed by any o f  the processing techniques such as extrusion, 
calendering, injection moulding, thermoforming, and casting 
film. Extrusion is a major technique o f  the plastics industry, 
especially for the continuous production o f  pipes, sheetings 
and films, wire covering for insulation, etc. This process can 
be used also for making thick sheets. Calendering is con­
venient for flexible PVC sheets, plain or embossed and can be 
used for the purpose o f  laminating a sheet to fabric or to 
another plastic sheet (to make tiles).

Generally, the therm oplastic resins consist o f  cellulose 
derivatives, addition polymers and condensation polymers. 
The m ost important cellulose derivatives are the esters like 
cellulose-nitrate, cellulose-acetate etc., and the ethers like 
ether-cellulose. The common characteristic o f  these materials 
is that they are all based on naturally recurring chain o f  
monomers. Raw materials for these are materials like w ood  
pulp and light cotton linters. The cellulose derivatives 
especially cellulose-nitrate can be extruded to form plain 
sheets, whereas cellulose-acetate or triacetate is used to coat 
films. These films are mostly used for packaging.

Addition polymers are the most important class o f  mate­
rials am ong the thermoplastics. Polyethylene, which constitutes 
the principal member o f  addition polymer group, is made in 
tw o principal qualities, viz., low-density and high-density. 
In terms o f  the rigidity characteristics and surface property, 
high-density polyethylene (H D PE) is comparable with polys­
tyrene (PS) which is another form o f  thermoplastics. The 
low-density polyethylene (LDPE) is principally used in the 
form o f  film for bags and other packaging purposes. The 
thickness o f  such films ranges from 0.006m m  to 0.12mm.



A nother m em ber o f  th e  g roup  o f  add ition  polym ers is po lyp ro ­
pylene (PP) m ade by po lym erisa tion  o f  p ropylene. I t  is co n ­
sidered s tronger and  m ore rigid than  polyethylene. T hough 
quite  light, po lypropy lene  is p rone to  ox idation  unless a p p ro ­
p ria te  stabilisers are  added . T he pp films are used in pack­
aging and  fabrics. I t also can be m ade in th ickness dow n 
to  0.005m m .

Polyvinylchloride (PV C) is m ainly processed in a highly 
plasticised fo rm  w ith  varying degrees o f  flexibility by p ro ­
cesses like calendering , ex trusion  and  m ouding. Like po lyethy­
lene, tw o varieties o f  PVC are  availab le—rigid and flexible— 
w ith entirely  different characteristics. E xtrusion , calendering 
and  m ould ing  o f  rigid PVC is possible only w ith  add itions o f  
stabilisers. W hen copolym erised w ith  v iny l-aceta te, it  is su it­
able fo r m aking  records.

The derivatives o f  acrylic acid are  called acrylics. These 
are cast as sheets. A n o th e r im p o rtan t m em ber o f  th is  g roup  
is s ty rene—a w ater-w hite  resin , ideal as an  in jec tion  m ateria l. 
Film s extruded from  th is m ateria l can  be vacuum -form ed to  
be used in packaging.

Lastly , the  condensation  polym ers consist m ainly o f  eng­
ineering p lastics like ny lon , and  po lycarbonates. T he ex truded  
films o f  ny lon  are used in  packaging  an d  can  be easily lam i­
na ted  w ith  polyethylene. P o lycarbonates can be injection- 
m oulded, b low -m oulded an d  ex truded . Polyam ides a re  avail- 
ble as film, lam inating  resins, adhesives an d  m oulded 
com pounds.

In  C h a rt 1, we p resen t a flow -chart show ing h o w  som e o f  
th e  p rincipal p lastics polym ers a re  derived fro m  th e  basic 
feedstocks.

Growth of P lastics Raw M aterials in India

a. Production o f  P lastics. A t p resen t (as o f  A pril 1, 1982) 
to ta l installed  capacity  o f  p lastics raw  m ateria ls in  In d ia  is 
ab o u t 2,97,590 m etric  tonnes per an n u m  (M T A ). In  th is  the 
share  o f  therm osets is a b o u t 6.5 per cen t. O u t o f  the  to ta l 
capacity  o f  19,340 M T A  fo r the therm ose t in d u stry , hard ly  42 
per cen t is being used. C u rren tl } ,th e  th e  m oplastics industry



has a p roduction  capacity  o f  2,78,250 M TA . Its share in the  
to ta l p roduction  capacity  o f  p lastics com es to  ab o u t 94 per 
cent. A sim ilar s itua tion  prevails in ac tual p ro duc tion  o f  
plastics raw  m ateria ls. In Table 1.3 we p resen t the p roduc­
tion o f  m ajor p lastics raw  m ateria ls in the country  during 
1970-71 to  1982-83. The share o f  therm oset resins in the to ta l 
p ro duction  o f  plastics w as ab o u t 6 per cent in  1970-71 w hich 
declined to  4.4 per cent by 1978-79. It has fu rth er decreased 
since then  and  in 1982-83 it w as ju s t 3.6 per cent. O n the 
o ther hand , the im portance  o f  therm oplastics has been on the 
rise during  this period. This is to  be expected in view o f  the  
fact th a t therm oplastics can be recycled and  find the ir use in 
m any w ays.

A n exam ination  o f  gro w th  ra tes o f  p roduction  o f  various 
types o f  p lastics raw  m ateria ls reveals in teresting  trends. 
A m ong the therm osets, m elam ine form aldehyde has grow n 
fast as com pared to  o th e r resins. B ut its share in to ta l p ro ­
d uc tion  being the least, it  has h ad  a negligible im pact on  the 
overall g ro w th  o f  therm oset resins. S im ilarly, am ong  the 
therm oplastics the g row th  o f  low -density  polyethylene 
(LD PE) has been the m ost im pressive. I t  is follow ed by 
H D P E  and  PS resins.

b. Consumption o f  plastics. D a ta  on actual consum ption  
o f  plastics in In d ia  are  n o t available. I f  im ports  o f  p lastics 
raw  m ateria l a re  added  to  th e ir p roduction  an d  exports are 
substrac ted  we a rrive  a t th e ir to ta l dom estic availability . 
This is term ed as to ta l consum ption  o f  p lastics by M in istry  
o f  Petro leum  w hich is the m ain  source o f  da te  on  the In d ian  
petro -chem ical in dustry . In  the  absence o f  reliab le d a ta  on 
the inventory  o f  these raw  m ateria ls  held by m anufactu rers 
and users, the  consum ption  figure estim ated  in  th is way may 
be taken  as the ac tua l consum ption . These d a ta  are  se t o u t in 
Table 1.4.

In  the year 1970-71, the consum ption  o f  therm oset resins 
was 6.79 per cent o f  the  to ta l consum ption  o f  plastics. The 
share fell to  3.50 p er cen t in  1978-79, in  1980-81 i t  fu rth e r 
declined to  31.6 per cen t. A m ong the therm oplastics, the  
consum ption  o f  PVC w as 38.4 per cen t o f  the  to ta l plastics 
consum ption  in 1980-81. I t  w as fo llow ed by L D P E  (32.9 per



S o # r c e : I n d u s t r y  s o u r c e s .

EVASION 
OF 

EXCISE 
DUTIES 

IN 
IN

DIA’. STUDY 
OF 

PLASTICS



TABLE 1.3 

Production o f Plastics Raw M aterials

(Tonnes)

Products 1 9 7 0 - 7 1 1 9 7 1 - 7 2 1 9 7 2 - 7 3 1 9 7 3 - 7 4 1 9 7 4 - 7 5 1 9 7 5 - 7 6

0 ) (2) (3) (4) (5) ( 6 ) (7)

A. Thermoset
M.F. moulding powder 7 8 1 4 5 1 6 0 1 6 8 1 0 9 1 2 0

P.F. moulding power 8 2 8 6 4 3 6 3 . 4 0 4 4 3 4 . 4 0 6 0 3 8 . 2 0 3 6 8 1 . 0 0 3 6 6 5

U.F. moulding power 1 7 3 5 1 8 2 5 . 6 0 1 8 6 1 . 3 0 2 0 1 2 . 9 0 1 5 9 0 . 0 0 1 8 8 7

C.A.moulding power 1 0 8 4 1 2 8 4 . 3 0 1 5 3 6 . 6 0 1 6 0 3 . 4 0 1 0 0 8 . 6 0 1 1 3 3

Sub-Total (A) 6 1 8 3 7 6 1 8 7 9 9 2 9 8 2 2 6 3 8 9 6 8 0 5

B. Thermoplastic
LDPE 2 4 4 3 7 2 8 0 6 1 . 0 0 2 8 4 2 6  4 0 2 7 3 0 1 . 4 0 2 6 9 4 8 .7 0 2 7 6 3 6

HDPE 2 1 1 5 3 2 1 9 3 3 . 3 0 2 1 5 4 6 . 3 0 2 3 0 6 5 . 3 0 2 4 0 5 8 . 8 0 2 0 0 1 8

PS 8 9 2 5 1 2 3 1 7 . 2 0 1 3 0 9 7 . 7 0 1 4 3 7 6 . 6 0 8 0 2 4 . 2 0 9 2 0 3

PVC resins 4 1 4 7 2 4 2 8 5 0 . 6 0 4 8 8 3 6 . 0 0 4 8 0 0 5 .6 0 4 6 7 4 6 . 1 0 4 3 8 1 8

P P — — — — — —

Sub-Total (B) 9 5 9 8 7 1 0 5 1 6 2 1 1 1 9 0 6 1 1 2 7 4 9 1 0 5 7 7 8 1 0 0 6 7 5

Grand TOTAL 1 0 2 1 7 0 1 1 2 7 8 0 1 1 9 8 9 8 1 2 2 5 7 1 1 1 2 1 6 7 1 0 7 4 8 0
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(Tonnes) o?
P r o d u c t s 1 9 7 6 - 7 7 1 9 7 7 - 7 8 1 9 7 8 - 7 9 1 9 7 9 - 8 0 1 9 8 0 - 8 1 1 9 8 1 - 8 2 1 9 8 2 - 8 3 -

( 1 ) ( 8 ) ( 9 ) ( 1 0 ) (ID ( 1 2 ) ( 1 3 ) ( 1 4 )

A ,  Thermoset

M . F .  m o u l d i n g  p o w e r 1 4 4 1 8 0 1 7 8 2 4 5 2 1 4 3 2 8 3 8 6

P -F .  m o u l d i n g  p o w e r 4 0 7 8 . 6 0 4 3 7 8 4 2 3 6 4 5 9 2 4 7 9 4 4 5 5 6 4 3 0 8

U . F .  m o u l d i n g  p o w e r 2 2 8 0 . 9 0 2 2 2 6 2 4 9 7 3 0 7 7 2 8 4 5 3 2 4 9 2 7 9 5

C . A .  m o u l d i n g  p o w e r 1 0 2 5 . 8 0 9 9 0 7 6 5 6 2 7 3 2 4 2 9 1 6 7 7

S u b - T o t a l  ( A ) 7 5 3 0 7 7 7 4 7 6 7 6 8 5 4 1 8 1 7 7 8 4 2 4 8 1 6 6

B .  Thermoplastic
L D P E 2 5 7 4 1 . 2 0 1 8 4 5 1 5 6 0 2 8 7 1 2 7 5 8 7 1 5 4 9 4 2 9 3 1 0 6 1 4 8

H O P E 2 5 1 7 7 . 3 0 2 5 5 8 5 2 8 0 7 3 2 5 3 8 0 2 4 2 9 3 3 1 7 3 2 3 2 7 0 2

P S 1 3 3 9 8 . 2 0 1 3 5 6 9 1 4 4 7 4 1 2 0 3 6 1 0 2 0 5 7 6 4 2 1 2 5 8 0

P V C  r e s i n s 4 7 4 9 9 . 7 0 5 9 0 2 3 6 2 6 4 3 4 9 8 9 1 5 2 0 5 0 3 7 0 3 7 4 1 6 4 8

P P — — 7 1 2 7 1 3 4 2 5 1 6 7 2 9 2 0 6 4 4 2 4 0 1 8

S u b - T o t a l  ( B ) 1 1 1 8 1 6 1 1 6 6 2 8 1 6 8 3 4 5 1 7 2 0 0 7 1 8 0 4 3 1 1 9 1 3 4 8 2 1 7 0 9 6

G r a n d  T O T A L 1 1 9 3 4 6 1 2 4 4 0 2 1 7 6 0 2 1 1 8 0 5 4 8 1 8 8 6 0 8 1 9 9 7 7 2 2 2 5 2 6 2

Note'. * P r o v i s i o n a l

Source: M i n i s t r y  o f  P e t r o l e u m ,  Indian Petrolem and Petrochemicals Statistics, E c o n o m i c s  a n d  S t a t i s t i c s  D i v i s i o n ,  

G o v e r n m e n t  o f  I n d i a ,  N e w  D e l h i  ( v a r i o u s  i s s u e s ) .
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Estimated Consumption o f P lastic Raw M aterials
( T o n n e s )

P r o d u c t s 1 9 7 0 - 7 1 1 9 7 1 - 7 2 1 9 7 2 - 7 3 1 9 7 3 - 7 4 1 9 7 4 - 7 5 1 9 7 5 - 7 6 1 9 7 6 - 7 7 1 9 7 7 - 7 8 1 9 7 8 - 7 9 1 9 7 9 - 8 0 1 9 8 0 - 8 1

( 1 ) ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( 7 ) ( 8 ) ( 9 ) ( 1 0 ) ( U ) ( 1 2 )

A. Thermosets 
M . F .  m o u l d i n g

P o w d e r  

P . F .  m o u l d i n g

7 8 1 4 8 1 6 0 1 6 8 7 6 1 2 0 1 4 4 1 8 0 1 7 8 2 4 5 2 1 4

p o w d e r

U . F .  m o u l d i n g

3 3 6 7 4 3 3 3 4 4 6 6 5 9 1 2 3 8 9 3 3 6 6 1 4 0 4 2 4 6 7 3 4 2 8 7 4 7 5 3 5 2 1 4

p o w d e r

C . A .  m o u l d i n g

1 6 6 3 1 8 2 3 1 8 9 3 2 0 0 5 1 6 8 5 1 9 3 9 2 2 8 3 2 2 6 1 2 5 0 6 3 0 7 1 2 8 7 0

p o w d e r 1 1 7 0 1 3 8 4 1 6 7 6 1 7 0 6 1 3 9 7 1 4 6 5 1 0 6 8 1 2 3 5 1 0 9 3 6 8 9 3 8 7

B.
S u b - T o t a l  ( A )

Thermoplastics
6 2 7 8 7 6 8 5 8 1 9 8 9 7 9 1 7 0 5 1 7 1 8 5 7 5 3 7 8 3 4 9 8 0 6 4 8 7 5 8 8 6 8 5

L D P E 2 2 9 8 8 2 8 5 2 5 3 0 0 1 3 3 3 2 0 2 2 7 6 2 1 3 5 0 1 2 3 4 2 3 0 5 3 7 3 8 8 3 7 7 0 7 3 6 3 3 9 0 5 4 4

H D P E 1 3 5 9 0 2 1 5 7 5 2 4 2 7 5 2 9 0 2 9 2 7 1 9 9 2 1 4 7 9 3 3 3 6 7 4 8 5 7 4 5 4 2 5 1 6 2 7 0 6 5 9 6 2 4

P S 8 1 8 9 1 2 4 4 3 1 3 5 1 0 1 4 8 4 0 8 1 8 1 9 6 1 0 1 3 6 3 9 1 4 1 0 2 1 5 5 3 1 1 2 4 5 7 1 0 5 5 2

P V C  r e s i n s 4 1 4 5 2 4 2 5 4 0 4 9 5 8 6 4 8 9 7 3 4 7 4 5 3 4 4 2 2 3 4 7 7 9 6 6 7 2 2 7 6 8 7 3 6 8 1 9 5 3 1 0 5 7 6 8

S u b - T o t a l  ( B ) 8 6 2 1 9 1 0 5 0 8 3 1 1 7 3 8 4 1 2 6 0 4 4 1 1 0 4 5 4 1 1 0 3 2 4 1 2 9 0 3 2 1 8 3 6 4 1 2 2 2 2 8 8 2 3 0 7 4 9 2 6 6 4 8 8

G r a n d  T O T A L  

( A + B )

9 2 4 9 7 1 1 2 7 6 8 1 2 5 5 8 2 1 3 5 8 3 5 1 1 7 5 0 5 1 1 7 5 0 9 1 3 6 5 6 9 1 9 1 9 9 0 2 3 0 3 5 2 2 3 9 5 0 7 2 7 5 1 7 3

Source: M i n i s t r y  o f  P e t r o l e u m ,  Indian Petroleum and Petrochemicals Statistics, E c o n o m i c s  a n d  S t a t i s t i c s  D i v i s i o n ,  G o v ­

e r n m e n t  o f  I n d i a ,  N e w  D e l h i  ( v a r i o u s  i s s u e s ) .
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cen t) and  H D P E  (21.7 per cent). The share  o f  these  th ree 
resins in  the  to ta l was as high as 93.0 per cent. The above 
figures, how ever, do n o t include the consum ption  o f  pp.

c. End-use applications. T he m ajo r end-use o f  therm osets 
is in pow er genera tion  and  d istribu tion , e lectron ics an d  tele­
com m unications, fertiliser and  chem ical industries, defence, 
etc. These app lica tions accoun t fo r a lm ost 60 per cent o f  
th e ir consum ption .

G enerally , therm op lastic  resins have a  spectrum  end-use. 
Som e o f  th e ir p ro d u c ts  a re  final, w hereas o thers are  in te r­
m ediate  item s w hich need fu rth e r processing  in  o rd er to  
m ake them  usable. D epending  upon  the  desired physical and 
chem ical p ro p ertie s  in  the final p ro d u c t, m ore th a n  one type 
o f  therm oplastic  m ateria l can be used in  the  m anufacture  o f  
final p roducts In  o th e r w ords, w ide substitu tab ility  exists 
am ong the  use o f  th e rm op lastic  resins. T he second fac to r 
th a t  m ay influence the p a tte rn  is the process ad o p ted  in  the 
m an u fac tu rin g  o f  the  p ro d u c t. Some o f  th e  th e rm o p las tc  
resins are su itab le  fo r a p a rticu la r type o f  process such as 
in jection m oulding, ex trusion , blow  m oulding etc.

A b ro ad  end-use p a tte rn  o f  m ajo r therm oplastic  m aterials 
fo r  the  years 1970 to  1981 is given in Table 1 .5 . F r o n  this 
table it  w ould  be seen th a t in the  case o f  L D PE  70 per cent 
o f  the raw  m ateria l goes fo r the  p ro d u c tio n  o f  films w hich are 
m ainly used in  packaging, and  a ro u n d  10 per cen t fo r the 
p ro d u c tio n  o f  household  goods The sheets and  films m ade 
from  th is m ateria l are  easily vacuum -form ed to  m ake blister 
packages

H D P E  is a fine low -fric tion  m ateria l often  used fo r draw er 
slides. O ther a ttrac tiv e  e lectrical p roperties o f  th is raw  
m ateria l m akes th is polym er suitable fo r cable insu la tion . Its 
m arkets  include injection  m ould ing  p roduc ts like household  
articles; blow m oulding goods such as consum er and  industry  
packaging  item s; and ex trusion  p ro d u c ts , such as films and 
sheets, m onofilam ent cane strapp ing , pipes and  cables etc. 
F ilm s an d  sheets accoun t fo r hardly  4 per cen t o f  the  to ta l 
p ro duction  o f  H D P E  while the use o f  H D P E  in blow  
m oulding and  o ther extrusion p ro duc tion  (such  as cane s tra p ­
ping, pipes and  cables and  w oven sacks) is increasing.



End-Use o f Thermoplastics by Broad Categories
(Per Cent)

Polymer Applications 1 9 7 0  1 9 7 1 1 9 7 2 1 9 7 3 1 9 7 4 1 9 7 5 1 9 7 6 1 9 7 7 1 9 7 8 1 9 7 9 1 9 8 0 1 9 8 1

( 1 ) ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( ' ) ( 8 ) ( 9 ) ( 1 0 ) ( I D ( 1 2 ) ( 1 3 ) ( 1 4 )

LDPE i. Film &  Coating 7 4 . 3 7 3 . 8 7 4 . 3 6 4 .6 7 5 . 9 7 6 .7 7 2 . 3 7 6 .9 6 9 .7 8 5 . 2 8 5 . 6 7 4 . 3

i i .  Moulding 6 .8 7 . 0 6 . 4 6 .8 6 . 3 6 . 3 6 . 4 1 3 . 8 1 2 . 5 7 . 8 8 . 3 1 2 . 0

iii. Wires and Pipes 7 . 9 7 . 9 8 . 0 8 . 3 8 . 2 7 . 5 6 .9 7 . 2 7 4 2 . 8 1 . 7 2 . 0

i v .  Miscellaneous 1 1 . 0 1 1 . 3 1 1 . 3 1 0 . 3 9 .6 9 .5 1 4 . 4 2 . 1 1 0 , 4 4 . 2 4 . 4 1 1 . 7

TOTAL 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0  0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0

PVC i. Wires and 
Cables 2 7 . 5 3 0 . 3 3 0 . 5 2 8 . 6 2 5 . 5 2 8 .8 2 6 . 5 2 4 . 2 2 0 . 3 3 2 . 6 2 6 . 1 1 8 . 9

ii. Pipes, fitting 

conduits 6 . 1 7 . 7 1 3 . 5 1 6 . 0 2 5 . 1 1 7 . 1 2 0 .0 2 1 . 8 2 4 . 2 2 5 . 4 3 1 . 0 4 3 . 0

iii. Leather cloth 
and sheets/film 1 7 . 5 1 8 . 0 2 0 . 4 2 0 . 1 1 8 . 9 2 4 . 0 2 4 . 7 2 8 . 3 2 6 . 4 2 2 . 3 2 7 . 8 2 1 . 8

iv. Footwear 2 2 . 3 1 9 . 2 1 7 . 4 1 7 . 1 1 1 . 1 1 1 . 6 8 .8 1 0 . 0 7 . 3 9 . 2 4 . 2 6 . 1

v. Compounders 1 8 . 3 1 4 . 4 1 0 . 7 1 0 . 6 1 0 . 4 7 . 9 7 . 8 7 . 2 1 0 . 1 2 . 3 0 . 2 0 . 3

vi. Miscellaneous 8 .9 1 0 . 4 7 . 5 7 . 4 9 . 1 9 .6 1 . 2 8 . 5 1 1 . 7 8 . 2 1 0 . 7 9 .9

TOTAL 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0
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( 1 ) ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( 7 ) ( 8 ) (9) ( 1 0 ) 0 0 ( 1 2 ) ( 1 3 ) ( 1 4 )

L D P E i .  I n j e c t i o n  

m o u l d i n g 6 3 .7 5 2 . 5 4 0 .3 3 2 . 4 3 1 . 6 3 1 . & 3 4 . 0 3 3 . 6 3 5 . 9 2 6 .6 1 9 . 8 2 9 . 7

i i .  B l o w  m o u l d i n g 1 7 . 9 1 9 . 0 2 5 . 3 2 7 . 2 2 6 .6 1 8 . 6 2 1 . 8 2 5 . 7 2 7 . 4 2 9 . 6 3 1 . 3 2 5 . 4

i i i .  E x t r u s i o n 1 8 . 4 2 8 . 5 3 4 . 4 4 0 . 5 4 1 . 8 4 9 .8 4 4 . 2 4 0 . 7 3 6 . 7 4 3 . 8 4 8 . 9 4 4 .9

( a )  F i l m  a n d  

s h e e t s 5 . 0 5 . 4 2 . 9 3 . 3 2 .8 4 . 1 3 . 1 3 . 7 2 . 5 3 . 0 3 . 0 3 . 5

( b )  O t h e r s 1 3 . 4 2 3 . 1 3 1 . 5 3 7 . 2 3 9 . 0 4 5 . 7 4 1 . 1 3 7 . 0 3 4 . 2 4 0 .8 4 5 . 0 4 1 . 4

T O T A L 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 4 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0 1 0 0 . 0

Source: M i n i s t r y  o f  P e t r o l e u m ,  Indian Petroleum and Petrochemicals Sta tistics,  E c o n o m i c  a n d  S t a t i s t i c s  D i v i s i o n ,  

G o v e r n m e n t  o f  I n d i a ,  N e w  D e l h i  ( v a r i o u s  i s s u e s ) .
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PVC, one o f  the  relatively  low -cost m ateria ls, is a  single­
volum e p lastic  m ateria l w hich is in  general use. I t has ach i­
eved the m arke t leadersh ip  because o f  its good physical 
p roperties, com pounding versa tility  fo r  a w ide variety  o f  
app lica tions, low  cost and  processing ease. Its  p roducts are 
usually m ade by ex trusion , in jection  m oulding, ro ta tio n a l 
m oulding, com pression and  blow  m oulding, calendering  
and  foam ing procedures. P rinc ipa l m arkets fo r rigid PVC 
include pipes, condu its, pipe fittings, w ire and  cable insula­
tio n . Flexible PVC sheets are used fo r ra in  coats, bottles, 
film sheetings, garden base, curtains, novelties and  wire in su la­
tion . PVC is also  a useful b low -m oulding m ateria l as its 
bo ttles com bine a h igh level o f  clarity  approach ing  th a t o f  
glass w ith break resistance as good as th a t o f  polyethylene. 
Sheetings and films have an increasing  share in  the  cons­
um ption  o f  PVC. A sim ilar trend  is observed fo r w ire and 
cable insu la tion , and  pipe fittings and  conduits.

O ther types o f  therm oplastic  m ateria l like polycarbonates, 
poly butylene, cellulose acetate  etc., are n o t used for the 
m anufactcre  o f  extrusion o r calendering  p ro d u c ts  such as 
tubes, films etc.

Studies carried  ou t in the  p ast show  th a t the cost o f  
therm op lastic  resins constitu tes a significant p ro p o rtio n  o f  
m ateria l costs in m ost o f  th e ir  end-use app lica tions1. In 
p a rticu la r, in poly thene bags m ade o f  H D P E  resins consti­
tu te  95 per cent. Sim ilarly, the novelty  item s w hich are 
m anufactu red  from  PVC sheets, the  p ro p o rtio n  is ab o u t 65 
p er cent. G iven th a t the price o f  n a p h th a  accounts fo r a 
high p ro p o rtio n  o f  the  to ta l m ateria l costs in  the  nap h th a- 
based therm op lastic  m ateria ls, the  increase in the price o f  
n a p h th a  in recent years has affected end-product prices 
significantly.

Profile of the Industry

The Ind ian  p lastics industry  m ay be  conveniently  con­
sidered as consisting  o f  raw  m ateria l m anufac tu rers  and

1 Tata Economic Consultancy Services, “The Small Scale Plastic 
Industry in Greater Bombay” , 1972 .



p lastics processers.
a. Raw m aterial m anufacturing— Indian therm oset indus­

try. In  the organised sector therm o se t resins are  m anufac t­
ured by In d ian  P lastics L td  (IPL), B akelite H ylam s (BH), and 
the In d u stria l P lastics C o rp o ra tio n  P v t. L td  (T IPC O ). In  
ad d ition , there are  th ree  un its, viz., N uchem  Plastics, Ciba 
and Allied Resin and  C hem ical m anufac tu ring  urea fo rm ­
aldehyde resin  and m ould ing  pow der. B oth  urea and  mela- 
m ine are w hite  crystalline substances show ing som e chem ical 
resem blance. Each reacts w ith  form aldehyde to  form  a 
resin hav ing  m any po in ts  in  com m on w ith  phenolic  resins, 
and  these can be m ade in to  m ould ing  pow ders by sim ilar 
m ethods. The users o f  these resins are  generally  located  in 
the sm all and  tiny sec to rs.2 R esins such as phenolic, alkyd 
and  m aleic resins are  therm op lastic  in  n a tu re , b u t once 
converted  in to  m oulding pow der they becom e therm osets.

Phenol fo rm aldehyde, belonging to  ph en o p last g roup , 
is derived from  th e  condensation  p h en o l o r any  num ber o f  
its hom ologues w ith  a ldehyde, p articu la rly  form aldehyde. 
F o r the phenols, th e  m ajo r supp lier is R ash triy a  C hem ical 
and F ertilisers while form aldehyde is supplied  by H erdillia  
P harm aceu ticals. The n a tu re  o f  the final p ro d u c t varies 
accord ing  to  th e  cond itions under w hich the reaction  is 
conducted . In  o th e r w ords, by changing  the  tem pera tu re , 
tim e and  pressure (o r vacuum ), m any grades o f  phenolic 
resins can be ob ta ined  such th a t each grade will have a 
special app lica tion . F o r instance, T IPC O  alone m anufactu red  
abou t 77 different grades o f  P F M P  w hose ex-factory prices 
ranged  from  R s 5.00 to  R s 48.80 per k ilogram  in the year
1981

T herm oset resins w hether phenolic , m aleic o r u rea  canno t 
be used as such. They have to  be converted  in to  m ould ing  
pow der. There are m any sm all un its w hich m anufactu re  
pheno l fo rm aldehyde resins fo r the  pu rpose  o f  cap tive 
consum ption  while m aking lam inated  sheets.

P F  resins are m ainly used fo r m aking  decorative lam inates

1 It is pertinent to point out that about 200 small-scale units are
operating currently on thermosets.



and industrial laminates. The decorative laminates are 
glossy, mat and w oodtex, while the industrial laminates are 
used extensively in the electrical, electronic and engineering 
industries.

b. Indian therm oplastic industry. F o u r im p o rtan t types 
o f  p roducts a re  m anufactu red  in  Ind ia . They are:

i. Polyethylenes, b o th  high and  low  densities,
ii. Polystyrene,

iii. Polyvinyl derivatives, and

iv. Polyacrylic and po lym ethacry lic  derivatives.

i. Polyethylene. A m ong the polyethylenes, the  tw o 
popu lar types are the  H D P E  and  LD PE. In  Ind ia , only 
Poleolefin Ind ia  L im ited (PIL) in the  co rp o ra te  sector 
m anufactu res H D PE , w ith ethylene supplied  by its sister 
u n it N O C IL . I ts  p ro d u c tio n  sta rted  in  1968. The a ttrac tive  
electrical p roperties o f  H D P E  m akes it desirable as a cable 
insu la to r. Its  m ain  large m arkets include users o f  p ipe, pipe 
fittings, packaging films, surgical im plem ents, w ire coatings 
and  cable insu lation , disposable p roducts, beverage cases, 
bo ttles and  closures. Poleolefin m anufactu red  32,702 tonnes 
o f  H D P E  in the year 1982-83.

LD PE is one o f  the  m ajor polym erised p lastics. Its  p roduc­
tion  in In d ia  sta rted  w hen A lkali and  C hem ical C orp o ra tio n  
o f  Ind ia  Lim ited (A C C I) was established in 1955 w ith its 
2,500 M TA  p lan t based on alcohol ethylene. T he second 
m anufactu ring  facility w as prov ided  by U nion  C arb ide Ind ia  
L im ited (U C IL ) w ith  com m issioning o f  a 3,000-M TA p lan t 
in  1961. This p lan t is based on  petro -e thy lene. By 1979-80, 
the p ro d u c tio n  capacity  o f  A C C I increased to  12,000 M TA 
w hereas th a t o f  U C IL  to  28,000 M TA . T o ta l p roduction  o f  
L D PE  o f  these tw o un its was a ro u n d  28,000 M T  indicating 
ab o u t 70 p er cent o f  th e  capacity  u tilisa tion . O ne m ore 
naph tha-based  p lan t in the  public sec to r has been com m is­
sioned in 1978-79 w ith  installed capacity  o f  80,000 M TA . 
T he to tal p rodu ctio n  o f  LD PE  d u rin g  1982-83 was o f  the 
o rder o f  1,06,148 M T, IPC L  co n trib u tin g  74.1 p e r cen t, 
U C IL  17.1 p er cen t and  A C C I 8.8 per cent, respectively.



A m ong the m ajor app lications o f  L D PE, films and  co a t­
ings are the m ost im p o rtan t ones. L D PE  films can be used 
for a w ider variety  o f  packaging  and  fo r m anufac tu ring  bags. 
A nother fast developing use o f  these films is in the m anufac­
tu re  o f  canal linings in ag ricu ltu re .

ii. P olystyrene. I t  is p repared  from  ethylene an d  benzene. 
E thylene is m ade from  n a tu ra l gas o r petro leum  w h ereas  
benzene is often ob tained  as a by-p roduct from  coke-ovens. 
Polystyrene (PS) is a polym erised p ro d u c t being m anufactu red  
in Ind ia  by Polychem  an d  H in d u stan  Polym ers w ith  a to ta l 
capacity  o f  17,500 M TA  (as o f  1975-76). The capacity  
increased to  23,500 M TA  in 1979-80. These u n its  use bo th  
petro -e thy lene  as w ell as a lcohol-ethylene, bu t the b reak-ups 
are  n o t available. In o th e r w ords, n one  o f  these u n its  m ain ­
ta in  any accoun t as to  how  m uch is p roduced  from  w hich 
type o f  ethylene. The perform ance o f  Polychem  and  H indus­
tan  Polym ers over th is period  has been characterised  by 
co n trasting  trends. W hile in the form er, capacity  u tilisa tion  
declined from  74.69 per cen t to  40.57 p er cent, in the la tte r 
it increased from  22.49 p er cen t to  74 per cen t during  1975-76 
to  1979-80. This w as partly  due to  the fact th a t w hile P o ly ­
chem  expanded its insta lled  capacity  from  10,000 M TA  in 
1975-76 to 16,000 M T A  in 1979-80, its p ro d u c tio n  actually  
declined from  7,469 M T  to 6,492 M T  during  th is period. 
In  1982-83, Polychem  produced  5,839 M T o f  po lysty rene as 
against 6,741 M T m an u fac tu red  by H ind u stan  Polym ers.

iii. Polyvinyl derivatives. I t  is perhaps one o f  the  low est 
cost m ateria ls w hich has achieved a k ind  o f  m arke t leadersh ip  
in  the  plastics industry  because o f  its physical p roperties, 
com pounding  versatility  fo r a w ide variety  o f  applications 
and processing ease. I ts  com pounds range from  soft, flexible 
films to  rig id , h igh-streng th  p roducets. P lasticisers, lubrican ts, 
fillers an d  stabilisers a re  used to  produce  th is k ind  o f  v e rsa ti­
lity . A p a rt from  th is, it  is possible to  m ake a com pound w ith  
the  righ t balance o f  p ro p erties  fo r a lm ost any app lication . 
I ts  p ro d u c ts  are  usually m ade by ex trusion , injection m ou ld ­
ing, blow m oulding and  calendering. The p rin c ip a l p ro d u c ts  o f  
rig id  PVC include  p ipes, conduits, w eather, stripp ing , e tc .,



w hereas flexible PVC is used for ra incoats, baby pants, films, 
sheeting, cu rta in s, novelties and  m any o th e r such item s.

T o begin w ith, five un its , viz., N a tio n a l O rganic C hem ical 
Industry  L im ited (N O C IL ), C hem plast, C alico, Sri Ram  and  
Plastics R esins an d  C hem ical (PR C )3 w ere in the p ro duc tion  
line o f  PVC. T o ta l installed capacity  w ith  these five com pa­
nies w as 90,200 M TA  as on  31.3.1976. D ue to  a m assive 
expansion program m e a t  Sri R am  C hem icals, the to ta l capa­
city grew  to 1,03,400 M TA by 31.3.1980. The installed capa­
city o f  some o f  the o ther un its is also fairly  high. F o r 
instance, Calico is one such un it, bu t m ost o f  its p roduction  
is fo r captive consum ption .

Besides petro -e thy lene, alcohol-ethylene and  acetylene 
are also used in the m anufactu re  o f  PVC. C urren tly , Sri Ram  
and  Calico use calcium  carb ide as the basic raw  m ateria l, 
w hereas C hem plast is alcohol-based and N O C IL  is naph tha- 
based.

Tw o grades o f  resins are m anufactu red  in the coun try . 
These are  suspension grade and em ulsion grade. The suspen­
sion grade constitu tes ab o u t 93 per cen t o f  the to ta l availa­
bility o f  PVC resins, w hile only tw o units, viz., C hem plast 
and  Calico have the facility  to  produce em ulsion grade. The 
to ta l p roduction  o f  PVC d uring  1982-83 was 41465 tonnes, 
C hem plast co n tribu ting  19,183 tonnes, N ocil 18,493 tonnes, 
Sri R am  2,604 tonnes and  C alico 1,185 tonnes, respectively.

T he polyvinyl ace ta te  resins are  used as an  adhesive fo r 
a ll so rts  o f  m ateria ls, including p ap er, m etal, m ica, glass, 
plastic  sheets, w ood and  porcela in . T his polym er is m anufac­
tu red  b o th  in  th e  sm all-scale secto r as w ell as by m edium  o r 
large m anufactu rers. A m ong the  big un its a re  C alico C hem i­
cals an d  P lastics D iv ision , H oechst, P arekh  D yechem , H ico, 
Indofil, C o lou r C hem , S u rfac tan t an d  C hem ical, P .C . C hande, 
BASF and Q uinn Ind ia . Besides, th ere  are  a n um ber o f  sm all 
m anufacturers o f  this polym er.

iv. Polypropylene (pp ). T he pp  resins are polym erised 
propylene gas generated  a t relatively low tem pera tu res and

* Subsequently, Plastics Resins and Chemical closed down in 1978 due 
to uneconomic working conditions.



pressures. This resin  is ligh t in w eight, tran slu cen t in  its 
n a tu ra l state, and  can be read ily  co loured . I t  surpasses poly- 
ethylenes in m any fields because o f  its h igher therm al o p e ra t­
ing range. I t  has good surface hardness and  fa ir  ab rasion  
resistance . P roducts are  m ade from  p p  by all o f  the conven­
tio n a l processes fo r therm oplastics. T he p ro d u c tio n  o f  pp 
reSins s ta rted  in the coun try  in 1978 w hen the  IPC L  was 
com m issioned. The ann u al p ro d u c tio n  capacity  o f  this p lan t 
is 30,000 M TA  an d  its p ro d u c tio n  in  1982-83 was o f  the 
o rd er o f  24.018 M T.

b. Plastics sem i-finished goods. P lastic  m aterials have  a 
w ide range o f  app lications due to  th e ir com m on ch arac te ris­
tic o f  p lastic ity , th a t is, the  capab ility  o f  being form ed under 
external influence in to  shapes w hich are re ta in ed  even after 
the external influences are  rem oved. T he shaping  processes 
used include m oulding, casting, ex trud ing , etc. Some o f  these 
ap p lica tions lie in the finished p ro d u cts  while o thers are 
sem i-finished in  n a tu re . T hough the sem i-finished p roducts 
som etim es possess the  characteristics o f  finished artic les ready 
fo r use, they are  classified, as a  general rule, as ‘‘sem i-finished” , 
irrespective o f  w hether o r n o t they are  surface-w orked.

Sem i-finished p ro d u c ts  include p lastic  boards, sheets, 
sheeting , films and  lay flat tub ings. P lastic  boards, generally 
m ade o f  th e rm o se t resins, especially  phenolic resins, a re  used 
fo r in d u str ia l pu rposes. These board s are  rigid in  na tu re . 
Besides p lastic  boards m ade o f  phenolic  resins and  rigid PVC, 
o ther sim ilar m ateria ls  w ith in  th e  therm oset g roup  are  also 
used in m anufac tu ring  these boards. Sheets and  sheeting  are 
th in n e r th an  the  p lastic  boards, b u t th icker th an  the  films. 
T he dividing line betw een  sheets and  films is ra th e r  th in .4 
The sheets can  be lam inated  ones. Tw o o r m ore sheets jo ined  
together form  a board . S im ilarly, tw o o r m ore films m ake a 
lam inated  film. A lay flat tub ing , on the o th e r h an d , is a 
seam less flexible tube  m ade by the  ex trusion  process. I f  it is 
cu t vertically  i t  becom es a film. A film can also be m anufac­

4 The term ‘film’ is used for sheeting having nominal thickness not 
greater than 0.010 inch ASTM D —883—76, p. 369 (=0.0256 cm =  
25mm).



tured by the calendering process. The advan tage w ith  an 
extruded film lies in th a t its m axim um  w id th  can be m ore 
th an  w hat is possible fo r a  calendered  film. B ut a calendered 
film is superio r because o f  its un ifo rm  thickness. G enerally , 
extrusion m ould ing  is used to  m ake such con tinuous shapes. 
This process is also used in m aking articles o f  various profile 
shapes. Extrusion coating  is em ployed to  add  a th in  layer o f  
p lastics on a substance such as textile o r paper. Som etim es, 
th ick -sheet ex trusion  is also possible. All these articles, w hether 
sem i-finished o r unfinished, are  used in varied app lica tions 
such as lining in refrig era tio n , packaging, bags, ra incoats , etc.

In  the organised sector, only five firms are registered  w ith 
D G T D  for m anufactu ring  PVC rig id  and  flexible sheets and  
films by the calendering process. T hese are Bhor, C aprihans, 
C alico, A m arta ra  and In d ian  C ork  L im ited . In  all, they have 
nine p lan ts , B hor an d  C aprihans having  m ore p lan ts . Because 
o f  the very high cap ita l costs involved in  a  calendering p lan t, 
these un its are  all o f  m edium  size. H ow ever, fo r ex truded  
films there  are a num ber o f  sm all un its. These un its generally 
first m ake lay flat tubings an d  then  cu t them  vertically  to  get 
a film. The m ateria ls  used  in  the  lay  flat tub ings a re  PVC, 
L D PE and  pp . The m ain  use o f  these  films, sheeting  and  lay 
flat tub ings is in packaging  garm ents an d  o th e r sim ilar p ro ­
ducts. The type o f  resin  to  be based depends on  th e  tra n sp a ­
rency and  clarity  required  in  the  film.

Sheets m ade o f  H IPS and  PV C are  used as a  “ liner”  in 
refrigerato rs and  o th e r sim ilar p roducts . L D P E  films are  
used fo r canal lining an d  fo r sto rage purposes. Polyester 
films, i f  m etallised, are used fo r  zari yarn  and  packaging, 
w hereas unm etallised  films a re  used fo r m anufac tu re  o f  
m agnetic tapes used in tape  recorders and  floppy discs used 
in  com puters. A crylic sheets are  m ainly used as a  s ta tionery  
item . Cellulose aceta te  films are used in X -ray films. Several 
concerns are  engaged in the p rodu ctio n  o f  these films.

Sheets and  films m ade o f  plasticised PVC by a  calendering 
process can be sew n, heat-sealed , or electrically-sealed. I t  is 
used fo r appare l, p ro tective clo th ing  and the like. Thicker 
sheets are coloured and  em bossed fo r  w om en’s handbags,



luggage, seat covers, and  uph o ls te ry . Thin PVC film is used 
fo r packaging, especially  o f  m eat and fru its . A no ther im por­
ta n t use is as a lam inate fo r p rin ted  papers.

F looring  tiles, largely m ade o f  PVC, are m anufactu red  by 
lam ination  and  decorated  e ither by p rin tin g  or by ro lling  in 
co lou r chips; the com m onest tile is v inylasbestos, pressed 
in to  sheets on calender and  then  em bossed and  cut into 
tiles.

R igid PVC sheets have high d im ensional stability  and in 
the co rruga ted  fo rm  are used for build ing construction , 
pa rtitio n s , rain  g u tte rs , dow nsp o u ts , industria l tan k  linings, 
vacuum -form ed signs and  ligh ting  panels.

S tyrene film is widely used fo r sem irigid food con ta iners 
especially used fo r packaging.

A crylonitrile butad iene styrene or ABS possesses a wide 
range o f  p roperties, no tab ly  scuff resistance, plus high im pact 
strength  a t low er tem pera tu re , m aking it suitable for high- 
quality  luggage, re frig era to r linings, and  food and  detergent 
containers because o f  its chem ical resistance.

N ylon films are  ideal fo r food packaging because o f  
streng th , im perm eability  to  oils and  greases, and  high m elting 
po in t. As such films are steam  sterilisable, they find m any 
uses in hosp ita ls. They are frequently  lam inated . Acrylic 
sheets have h igh resistance to  u ltrav io le t light and  external 
exposure. T heir prim e use is in surfacing  lam inates.

T o  conclude, artic les like p lastic  boards, sheets, sheeting 
and  films are  m ade o f  a varie ty  o f  p lastic  raw  m ateria ls. 
Such articles are  m ainly used for packaging pu rposes. I t has 
been estim ated  th a t consum er packaging curren tly  absorbs 
approx im ate ly  60,000 M T  o f p lastic  raw  m ateria ls a year. 
This accoun ts fo r roughly  34 p er cen t o f  the to ta l consum p­
tio n  o f  therm oplastics in the country .

c. Polyurethane fo a m  and articles thereof. Po lyure thane  
is used e ither as flexible o r rigid foam  o r as elastom ers. 
In te rn a tio n a lly , po lyure thane  is a large volum e p ro d u c t w ith 
several sophisticated  app lications. I t  is w ell-know n as a cold 
in su lan t w hich can co n tribu te  substan tially  to  energy saving. 
In  In d ia , the m ajor use is in  the  p rodu c tio n  o f  m ats, m a ttre s­



ses, pillow s, cushions, etc. The p ro d u ctio n  o f  rigid foam  in 
Ind ia  is yet in its  in fancy . U -foam  and  Allw yn are  the p ion ­
eers in the  industry . Po lyurethane elastom er products are 
also m an u fac tu red  by U -foam  (H yderabad), b u t the  q u an tity  
produced  is n o t significant.

The m ain raw  m ateria ls for the  p ro d u ctio n  o f  flexible 
foam  are po lyo l and  T D I, b o th  o f  w hich happen  to  be im por­
ted p roducts. F o r p roduction  o f  one tonne  o f  flexible foam , 
on an average 1.0871 tonne o f  raw  m aterials are required , 
polyol con trib u tin g  roughly  0.6728 tonne, respectively. For 
rigid foam , T D I is rep laced  by M D I. F o r p roducing  one 
tonne o f  rigid foam , 1.0859 tonnes o f  raw  m aterials com pris­
ing polyol 0.4748 tonne, M D I 0.5979 and  o thers 0.0132 
tonne are requ ired . F o r po lyurethane elastom er p roducts, 
polyol, N D I and  catalysts a re  used.



2

Structure o f Excise Duty on 
Plastics

Introduction

This chapter gives a brief account o f  the structure o f  excise 
duty on artificial or synthetic resins and plastic materials and 
other specified materials.

The tariff item  under w hich p lastics are  b ro u g h t under 
excise duty  a t p resen t is m uch w ider in  scope th an  w hen the 
item  was first in co rp o ra ted  in the C en ta l Excise T ariff Sche­
dule. Excise du ty  on  p lastics cam e to  be levied in  1961 with 
the in tro d u c tio n  o f  item  15A in the  T ariff Schedule w ith  the 
title  and  descrip tion  o f  “ PLA STICS, A L L  SO R TS, nam ely,
(i) m oulding pow ders, granules an d  flakes (therm osetting  
and  therm oplastics); (ii) polyethylene films, lay flat tubings 
and  PV C sheets ( th a t is to  say, polyvinyl ch loride sheets)” . 
The ta riff head in  question  underw ent m any changes since its 
inco rp o ra tio n  and  eventually  cam e to  be divided in to  four 
sub-item s. In  1982, w hen the item  was la s t rew orded , sub- 
item  (1) was aligned w ith  item  39.01/06 o f  the  Ind ian  C us­
tom s T ariff Schedule to  facilita te  classifications o f  indigenous 
as well as im ported  p lastics  fo r purposes o f  levying excise 
d u ty  and  ad d itio n a l duty  o f  custom s. This alignm ent fu rther 
expanded th e  scope o f  the item . ‘C ellophane’ w hich had  
earlie r com e under a separate  head was om itted  and  m erged 
in  tariff item  15A. Likew ise, ‘po lyester films’ w hich had  been



inco rpo ra ted  in the excise tariff schedule as a separate  
item  15BB in  1981 B udget becam e p a rt o f  item  15A. An 
accoun t o f  the evolution o f  the  ta riff  item  15 A and  the duty  
structu re  is given in A ppendices I  and  II. The paragraphs 
below  con ta in  a b rie f descrip tion  o f  the  com ponents and 
coverage o f  the tariff item  15A as it s tands now  and  som e o f  
the anom alies noticed in definition o f  the respective sub- 
item s.

Sdb-items o f Tariff Item  15A

As o f  Septem ber, 1983, T ariff Item  15A contains fo u r sub- 
item s, nam ely:

(1) R esins an d  m ateria ls;
(2) A rticles o f  m ateria ls;
(3) P o lyu re thane  foam ; and;
(4) A rticles o f  po lyu re thane  foam .

O f the four, (1) is by fa r  the  m ost im p o rta n t from  the tax 
angle, accoun ting  fo r 81.85 per cen t o f  revenue in the  year 
1981-82. Sub-item  (2) co n tribu ted  13.45 per cen t an d  sub- 
item s (3) and  (4) tak en  toge ther accoun ted  fo r th e  rem ain ing  
4.70 per cen t (Table 2.1).

a. Resins and m aterials. R esins and  m ateria ls  w hich  are 
taxed under ta riff head 15 A (1) fetching the  bulk  o f  the  
revenue from  plastics include m ainly  the follow ing categories 
o f  p lastic  m ateria ls/p roducts:

i. C ondensation , po lycondensation  an d  po lyadd ition  
products;

ii. P o lym erisation  and  co-polym erisation  p ro d u cts ;
iii. C hem ical derivatives o f  cellulose;
iv. R egenerated  cellulose;
v. V ulcanised fibre;

vi. H ardened  pro teins;
vii. N a tu ra l resins m odified by fusion (rungum );

viii. E ster gum s;
ix. C h lo rinated  rubber, ru b b er hydroch lo ride, oxidised 

rubber, cyclised rubber;



T A B L E  2 . 1

Revenue from Basic Duty under 15A— Sub-itemwise
( R s . ’  0 0 0 )

S u b - i t e m s 1 9 7 0 - 7 1 1 9 7 1 - 7 2 1 9 7 2 - 7 3 1 9 7 3 - 7 4 1 9 7 4 - 7 5 1 9 7 5 - 7 6

(1) (2) (3) (4) (5) (6) (7)

1 5 A  ( 1 ) 1 3 2 5 0 9 1 9 5 6 0 9 2 7 2 6 3 3 3 1 0 1 6 8 4 4 8 3 7 2 4 1 9 3 0 3

( 7 1 . 5 8 ) ( 7 8 . 1 5 ) ( 8 0 .0 9 ) ( 7 9 . 2 9 ) ( 7 7 . 5 9 ) ( 7 7 . 7 6 )

1 5 A  ( 2 ) 5 6 6 1 7 4 1 5 6 0 6 0 3 2 5 7 0 1 ' 7 1 1 8 7 1 2 1 0 5 0 7 2

( 2 8 . 4 2 ) ( 1 7 . 5 0 ) ( 1 7 . 7 2 ) ( 1 7 . 9 3 ) ( 2 0 . 5 4 ) ( 1 9 . 4 9 )

1 5 A  ( 3 ) — 8 9 6 5 5 5 9 9 6 2 5 6 5 9 0 1 8 2 6 7

( 3 . 7 7 ) ( J . 6 4 ) ( 1 . 6 0 ) ( 1 .02) ( 1 . 5 3 )

1 5 A  ( 4 ) — 1 3 9 2 1 8 7 7 4 5 9 7 4 9 1 4 6 5 8 0

( 0 . 5 9 ) ( 0 , 5 5 ) ( 1 . 1 8 ) ( 0 . 8 5 ) ( 1 .22 )

T o t a l 1 8 5 1 2 6 2 3 7 5 2 6 3 4 0 4 3 4 3 9 1 1 7 8 5 7 7 8 9 9 5 3 9 2 2 2

( 100.00) ( 100.00) ( 100.00) 100.00) 100.00) ( 100.00)

M i s c e l l a n e o u s  d u t y 1 7 1 7 4 6 1 8 7 9 2 9 0 6 3 8 1 7 1 5 0 7

T o t a l  b a s i c  d u t y 2 0 3 3 0 0 2 3 8 1 4 4 3 4 1 2 2 6 3 9 2 0 1 4 4 8 1 7 1 6 5 4 0 7 2 9
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Sub-items

(1)

1976-77

(8)

1977-78

(9)

1978-79

(10)

1979-80

(11)

1980-81

(12)

1981-82

(13)

15A (1) 387123 477099 729125 N.A. 1004494 1073888
(81.26) (76.80) (83.36) (84.79) (81.85)

15A (2) 68870 113388 110548 N.A. 132692 176413
(14.46) (19.33) (12.64) (11.20) (13.45)

15A (3) 9148 12850 16803 N.A. 28034 20094
(1.92) (2.19) (1.92) (2.37) (1-53)

15A (4) 11266 17906 18209 N.A. 19509 41647
(2.36) (3.04) (2.08) (1.64) (3.17)

Total 476405 621243 874685 1096383 1184729 1312042
(100.00) (100.00) (100.00) (100.00) (100.00) (100,00)

Miscellaneous duty 541 1905 687 — 2683 2577
Total basic duty 476946 623148 875372 1096383 1187412 1314619

Notes: 1. Figures in parentheses are the percentages.

2. Does not include data in respect of cellophane and polyester films falling under Tariff Item No. 1SB and
15 B B. „

W

Source: Statistical Year Book, Central Excise—relevant issues.
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x. Alginic acid, its salts and  esters; and
xi. L inoxyn.

The sub-item , how ever, does no t include artificial waxes 
and  starches.

E xplanation  III  to  the  T ariff item  m akes it c lear th a t sub- 
item  (1) is to  be tak en  to  apply  to  m ateria ls in the  follow ing 
fo rm s only;
(a) liquid o r  pasty  (including ertiulsions, d ispersions and 

so lu tions);

(b) blocks, lum ps, pow ders (includ ing  m ould ing  pow ders), 
granules, flakes and sim ilar bulk  form s; and

(c) w aste and  scrap.
P a rt (a) o f  the exp lanation  is in line w ith  ‘note 3(a)’ o f  

ch ap te r 39 o f  the Ind ian  C ustom s Tariff. As ind icated  la ter, 
the  explanation  is n o t adequa te  to  clear doub ts ab o u t the 
n a tu re  o f  certain  p lastic  m aterials like aqueous so lu tion . In 
the absence o f  the term  ‘so lu tions’ in  (a), aqueous solu tions 
o f  resin have been declared  as no t artificial or syn thetic  resin 
in liquid fo rm  in a judgem ent by the D elhi H igh C ourt 
( ‘Ind ian  P lastics and C hem ical P vt., L im ited versus U n ion  o f  
In d ia ’, decided in 1980).

The basic ta riff ra te  fo r 15A( 1) is 50 p er cen t ad  valorem. 
H ow ever, th rough  no tifica tions issued un d er the C en tra l 
Excise rules, the effective ra te s  have been reduced fo r all 
item s. F o r  im p o rta n t item s o f  therm oplastics , the ra tes 
broadly  range from  27 per cen t to  35 p er cent, fo r po lypropy­
lene, it is 27 per cent, fo r  L D PE, 30 per cent and  for PVC 
and  H D PE , the ra te  is 35 per cent. F o r therm osetting  plastics, 
the ra te  is 15 per cent ad  valorem  b o th  fo r resins and  m ou ld ­
ing pow ders. The 15 per cent is also applicab le  to  certa in  
resins (including m oulding pow ders) like polyester resins, 
ABC resins, po lystyrene resins, nylon resins, and  epoxy 
resins. F o r certain  new  item s like vulcanised fibre, dex tran  
and  ch lo rinated  rubber, the  ra te  o f  duty  is 10 per cen t ad  
valorem. A lkyd resins and m aleic resin including fum eric resin 
w hether m odified o r no t are w holly exem pted from  d u ty , but 
th e ir m ould ing  pow ders o r com pounds in any fo rm  are 
dutiable. F o r phenolic resins and  terpene  phenolic resins, the



duty  is 20 p er cent ad  valorem.
Alkyd, m aleic (including fum eric) phenolic and terpene 

phenolic resins have been so defined as to  exclude blends 
w ith  o th e r artificial o r synthetic  resin*. F o r residuary  items 
n o t separately  m entioned  in the exem ption notifications, the 
ra te  o f  duty  is 40 per cen t ad  valorem. D ifferential ra tes pres­
cribed earlier fo r naph th a-b ased  and  o ther th an  naphtha- 
based  plastics have been done aw ay w ith  and uniform  rates 
ra tes are  now  applicable except in the  c a s e o fH D P E , for 
w hich the ra te  is 35 per cen t ad  valorem  i f  naphtha-based . By 
inference, the  ra te  fo r o ther th an  naph tha-based  H D P E  m ay 
be taken  to  be 40 per cent, b u t since IPC L  is the  only m an u ­
fac tu re r o f  this item , and it is naph tha-based , the  d istinction  
is o f  academ ic in terest only.

PVC com pound and  polyester polym er chips are  w holly 
exem pted from  duty , bu t cellulose acetate  m ould ing  granules 
are du tiab le  a t 10 per cent ad valorem. P lastic  m aterials 
reprocessed from  or p roduced  ou t o f  scrap  o r w aste o f  p lastic 
m ateria ls and  articles o f  plastics are exem pted from  duty. 
T here  are a few cond itional exem ptions related to  end-use, 
e.g ., cellulose acetate if  used in the m anufactu re  o f  acetate 
yarn ; polyam ide chips fo r m anufactu re  o f  nylon yarn ; resins 
fo r partic le  boards, e tc ., are  exem pt from  duty .

This sub-item  is also covered by the general exem ption 
scheme fo r sm all m an u fac tu rers . U nder this schem e, w hich 
has been discussed a t som e length  elsew here, clearances upto  
Rs 5 lakh are  exem pt from  du ty  and clearances in excess o f  
Rs 5 lakh  up to  R s 25 lakh  enjoy a concessional ra te  o f  75 per 
cen t o f  the n o rm al du ty  payable.

Excise du ty  re lie f scheme for encouraging higher p ro d u c ­
tion  is also applicable to  this sub-item . U nder th is schem e, 
the quan tum  o f  re lief is as under:

(a) W here effective basic U p to  110 per 30 per cent o f  the
excise d u ty  is n o t cen o f  base cle- du ty  paid  on ex-
m ore th an  20 per cen t arances cess clearances
ad valorem

In excess o f  110 40 per cent o f  the 
per cent o f  base duty  paid  on cle-



clearances

(b) W here effective basic 
excise duty  exceeds 20 
per cen t ad  valorem

U p to  110 per 
cent o f  base 
clearances 
In  excess o f  110 
per cen t o f  base 
clearances

arances in excess 
o f  110 per cent o f  
base clearances 

15 per cent o f  
du ty  paid  on ex­
cess clearances
20 per cen t o f  the  
duty  paid  on cle­
arances in excess 
o f  110 per cent 
o f  base clear­
ances

A close look a t ta riff sub-item  15A( 1), show s th a t this item 
has certa in  fea tu res w hich could fac ilita te  evasion. F o r ins­
tance, :.!kyd and m aleic resins (including  fum eric resins) have 
been defined in notification  N o . 157/81 CE dated  29.8.1981 
so as to  exclude blends o f  m ixtures o f  such resins w ith  o ther 
artificial o r  synthetic  resins. W hile these resins are  duty-free, 
the duty  on th e ir blends, being residuary  item s, is 40 per cent 
ad valorem. Such wide difference in tax incidence p rom pts 
m anufacturers especially those using these b lends/m ixtures to  
declare their p roducts as resins. This happens m ore especi­
ally in factories w hich use these blends for captive consum p­
tion.

A sim ilar tendency  is no ticeable  in the case o f  p roducers 
o f  phenolic resins and  terpene phenolic resins w here also  the 
definition excludes blends. In the  case o f  phenolic  resins, the 
problem  is fu rth e r accen tuated  by the  p rescrip tion  o f  low er 
du ty  a t 15 per cent ad  valorem  in the case o f  phenol fo rm alde­
hyde resin including m oulding pow der (under notification 
N o .241/82 C E d ated  1.11.1982) as against 20 per c e n t a l  
valorem  fo r phenolic resin (under notification N o. 157/81 CE 
dated 29.8.1981). Phenol fo rm aldehyde resin is a type o f  
phenolic resin , in fact, is its p rinc ipal variety  and  yet, while 
the la tte r has been defined in the  notification , no form al defini­
tion  has been given fo r the fo rm er. This leads to  confusion  
and  is a source o f litigation . Several m anufac tu rers  are p ay ­
ing duty  on phenolic resin under p ro test and it will no t be 
surprising  if  some m anufactu rers clear the p roduc t a t low er



rates even th ough  as per definition, the du ty  payable would 
be higher.

T he p rescrip tion  o f  low er duty  on certain  m oulding 
pow ders w ith  n a p h th a  as the  base w ith o u t sim ultaneously 
changing the  ra tes fo r resins, accentuated  the tendency to 
evade by m isclassifying the p roducts. F o rtunate ly , the 
tendency has been neutralised  by recently  revised notifications 
(N o s .190/82 and  241/82) levying the sam e duty  bo th  on 
m oulding pow ders and  resins and  also by doing aw ay w ith 
the d istinction  betw een naph tha-based  and  o ther than 
naph tha-based  p roducts.

b. Sub item 15A (2) or articles o f  materials described in sub- 
item (I ) .  T ariff item  15A (2) brings under the charge o f  excise 
duty  “ articles o f  m aterials described in sub-item  ( I ) ” . N o t all 
such articles are, how ever, excisable. The sub-item  specifies 
the articles on w hich  duty  is leviable. These are: boards, 
sheeting, sheets and  films w hether lacquered o r  m etallised or 
lam inated  o r no t; and  lay flat tub ings n o t contain ing any 
textile m aterial. These articles, becom e excisable if  m ade o f  
any o f  the m ateria ls specified under 15A (1). T hus one could 
say th a t n o t all boards, sheeting, sheets etc., are excisable 
under 15A(2); only  those w hich are m ade o f  m aterials speci­
fied under 15A (1), th a t is to  say, articles w hich conform  to 
the descrip tion  o f  boards, sheeting, sheets, films, etc., and  are 
m ade o f  m aterials described in  sub-item  (1) are liable to  excise 
du ty . This descrip tion  is decidedly b e tte r th an  the  earlier 
fo rm ula tion  o f  the sub-item  w hereby articles m ade o f  plastics, 
all sorts (including tubes, rods, sheets, etc,) were covered and 
du ty  w as confined to  boards, sheets, sheeting, films, etc., 
th rough  exem ption notification . The earlier descrip tion  led 
to  some litigation (refer to  G u ja ra t H igh C ourt ru ling in the 
case o f  Jalal P lastics Indu stries  given in D ecem ber, 1980). 
Presum ably , the p resen t descrip tion  seeks to  clear the doubt 
w hich led to such litigation . The C ustom s T ariff Schedule also 
uses the w ords ‘articles o f  m ateria ls’ under item  39.07.

From  the revenue p o in t o f  view , the scope o f  sub-item  
15A (2) has been fu rth e r circum scribed by tw o  exem ption 
notifications o f  1982 (N os. 149/82 CE and 150/82 CE). The 
second notification  exem pted artic les m ade o f  non-plastic



m ateria l du tiab le u n d er sub-item  15A (1), p rov ided  du ty  has 
been paid  on such m ateria l. T h rough  notification  N o. 149/82, 
articles m ade o f  plastics, all so rts o ther than  the  fo llow ing 
have been exem pted from  du ty  provided  they are  produced  
ou t o f  du ty -pa id  artificial resins o r p lastic  m ateria ls o r cellu­
lose esters and ethers in any form  or such articles are  p roduc­
ed out o f  scrap o f  plastics:

i. films or sheet o f  regenerated  cellulose and polyester 
films, w hether lacquered  o r lam inated  o r m etallised 
or not:

ii. rigid p lastic boards, sheeting, sheets and  film 
w hether lacquered o r lam inated  o r m etallised o r no t; 
and

iii. flexible polyvinyl ch lo ride  sheeting , sheets, films 
w hether lacquered o r lam inated  o r  m etallised o r  no t 
and lay flat tubings n o t con ta in ing  any textile m a t­
erial. As ta riff item  15 A except films o r  sheet o f  
regenerated  cellulose is covered by the R ule 56A, 
even in the case o f  the above th ree  item s except films 
o r sheets o f  regenerated  cellulose, d u ty  is se t off by 
the p ro fo rm a  c red it, o f  the  duty  paid  on raw  m a te ri­
als fa lling  u n d er th is ta r if f  item . P rov isions have 
also been m ade fo r  re lie f  o f  du ty  on:

(a) ce llophane, p ap e r o r  c o tto n  fabrics used in the  
m an u fac tu re  o f  rig id  artic les o f  o th e r  than  
PV C; and

(b) cellophane, p aper, c o tto n  fabrics, adhesives, 
coated  copper foils o r  p lain  copper foils used in 
th e  m an u fac tu re  o f  rig id  PV C  articles.

A crylic sheets an d  acrylic p lastic  bangle tubes are  also 
exem pt from  du ty  i f  p ro d u ced  o u t o f  du ty -pa id  artificial 
resins and p lastic  m ateria ls, an d /o r scraps o f  p lastics, an d  o r 
m ethyl m ethacry late  m onom er. L ike-w ise, m etallised cellop­
hane is exem pt fro m  du ty  i f  m ade from  du ty -paid  p lain  
cellophane film.

T here are  some end-use exem ptions also . F o r  instance:
i. flexible PVC sheeting, sheets and  films n o t con ta in ing  

any textile  m ateria l a re  exem pt from  d u ty  i f  used



w ith in  the fac to ry  o f  p ro duction  in the m anufacture  
o f  coated  textile fabrics, e tc ., falling  under Tariff Item  
N os. 19,22 and  22B. P rio r to  1.3.1983, concession was 
also  available even w hen these sheeting, etc., were 
used outside the fac to ry  o f  the ir p roduction ;

ii. cellulose triace ta te , and  cellulose triace ta te  film are 
exem pt from  du ty  i f  in tended  fo r  use in the m an u ­
facture o f  cine-films, X -ray films o r p h o to g rap h  films.

G oods com ing  under this sub-item  do  n o t com e w ithin 
the purview  o f the  general exem ption availab le to  sm all-scale 
industries. H ow ever, PV C films o f  thickness below 0.25m m . 
and  lay fiat tubings, p roduced  by extrusion process by an 
industria l un it w ith in itia l investm ent in  p lan t an d  m achinery 
n o t exceeding Rs 20 lakh are  exem pt from  duty . P rio r to  
M arch  1, 1981, the  critical lim it fo r investm ent was Rs 10 
lakh.

As m entioned  earlier, an  im p o rtan t featu re  o f  the struc tu re  
o f  duties fo r p ro d u c ts  com ing under sub-item  15A (2) is th a t 
such  p ro d u c ts  are  d istinguished on the basis o f  rigidity/flexibi- 
lity . In  exem ption notification  (N o. 149/82 CE dated  
22.4.1982) c rite ria  fo r rig id ity  and  flexibility have been laid 
d ow n  as follow s:

i. The expression ‘flexible’ in re la tion  to  an artic le  m ade 
o f  plastics, m eans articles w hich have a m odulus o f  
elasticity  e ither in flexture o r  in tension o f  n o t over 
700 kilogram  per square centim etre a t  23 degrees 
centigrade and  50 p er cent relative hum idity  w hen 
tested  in  accordance w ith  the m ethod  o f  test fo r stiff­
ness o f  p lastics (A STM  D esignation  D-747-63), fo r 
flextural p ro p erties  o f  p lastics (ASTM  D esignation  
D-790-63), for tensile p roperties o f  p lastics (ASTM  
D esignation  D-638-64TJ, o r for tensile p roperties o f 
thin p lastic  sheeting (A STM  D esignation  D-882-64T); 
and

ii. The expression “ rig id”  in  re la tio n  to  an  article m ade 
o f  p lastics, m eans all articles o th e r th an  “ flexible”  as 
defined in (i) above.

The above criteria  fo r rigidity  haVe been in  opera tion  fo r



du ty  purposes since Jan u ary , 1977. H ow ever, w hen applied  
to  po lyethene films, the  crite ria  have resulted  in  som e anom a­
lies and led to  abuse. T est resu lts from  the N atio n a l T est 
H ouse, C alcu tta , revealed th a t  p lastic  films w hich are  very 
th in  in dim ension and ap p ear to  be no t a t all rigid in its 
o rd in ary  sense are ac tually  “ rig id” fo r du ty  purpose  as their 
m odulus o f  elasticity  far exceeds 750 kilogram s per sq.cm . 
and therefore  shou ld  be trea ted  as du tiab le . B ut in p ractice  
these were passed as flexible and  so no t liable to  duty . The 
result was th a t there  w as sub stan tia l leakage o f excise du ty  
as m any m anufac tu rers  all over In d ia  did n o t pay any du ty  on 
such plastic  films. The confusion  was com pounded  by the 
fact th a t in the field o f  p lastic  technology these films were no t 
really  trea ted  as rig id  films, but categorised as sem i-rigid. It 
is understood  th a t w henever declarations w ere ob tained  from  
the assessees, the assessees show ed them  as flexible because o f  
their ap p a ren t th inness. T he defence o f  the assessees was 
th a t they did  no t have any m achinery to  ascerta in  the 
m odulus o r elasticity  by ASTM . T hus, excise du ty  am ounting  
to  crores o f  rupees is believed to  have been evaded by plastic  
sheet m anufactu rers th ro u g h  m isclassification o f  rig id  sheets 
as flexible. The problem  has now  practically  been go t over 
w ith  the issue o f  notification N o .231/82 CE o f  O ctober, 1982. 
This no tification  exem pts films o r sheets up to  and  including 
thickness o f  0.25m m . o ther th an  those  m anufactu red  from  
PVC from  du ty  leviable thereon  p rovided  such films and 
sheets are produced ou t o f  d u ty -p a id  (excise or countervailing  
custom s du ty  as the case m ay be) artificial resins o r  p lastic  
m aterials o r cellulose esters and  ethers.

T hus the cu rren t p o s itio n  regard ing  duty liability  o f  a r ti­
cles under sub-item 15A (2) is as follows:

i. R igid p lastic  boards, sheeting, sheets and  films 
w hether o f  PVC o r o ther th an  PVC are liable to  du ty . 
H ow ever, films and  sheets m ade o f  p lastic  m ateria l 
o th e r than  PVC is exem pt, p rovided the  thickness 
does no t exceed 0.25m m . and  the non-PV C  in g red ien t 
is m anufactu red  from  du ty -p a id  artific ia l resin s o r 
p lastic m aterials o r cellulose esters an d  e th ers ;



ii. Rigid p lastic  boards, sheeting, sheets and  films o f  PVC 
are  dutiable;

iii. Flexible PVC sheeting, sheets and  films are du tiab le . 
H ow ever, PVC films, w hether rigid or flexible, o f  th ick­
ness below  0.25m m . and  lay flat tubings m ade by 
small m anufactu rers have been specifically exem pted;

iv. Film s o r sheet o f  regenerated  cellulose (cellophane) 
are  dutiable; and

v. Polyester films are  dutiable.

The basic tariff- du ty  on sub-item s 15A (2) is 50 per cent 
ad valorem, bu t th rough  exem ption notifications, the  rates 
have been reduced to  30 per cen t ad  valorem  on (i), (ii), (iii) 
and (v) above and to  20 p er cent ad valorem  on (iv).

In  the light o f  the  preceding discussion on the structu re  
o f  sub-item  15A (2), tw o suggestions are offered below  for 
reform  in o rder to  avoid  confusion.

a. Notification N o. 39/73. In  item  (iii) o f  this notification, 
‘polyvinyl ch loride lay flat tub ings’ m ay be replaced by 
‘polyviny chloride lay flat tubings n o t con ta in ing  any textile 
m a te ria l’. The la tte r  descrip tion  will be in consonaace w ith  
the descrip tion  o f  ta riff sub-item  15 A (2) and  avoid  confusion.

b. Criteria fo r  rigidity/flexibility. Since films o r  sheets o f  
o ther th an  polyvinyl chloride w ith  m axim um  thickness o f
0.25m m . have been exem pted from  duty , it does n o t seem to  
be necessary to  distinguish betw een rigid and flexible films o f  
o ther th an  PVC fo r duty  purpose. B oth  could be m ade d u ti­
able. In  th a t case, there w ill be hard ly  any need for ASTM  
fo r this purpose.

Polyurethane Foam and Articles made o f Polyurethane Foam: 
Sub-item 15A(3) and ISA (4).

Basic tariff ra tes fo r these tw o sub-item s are  75 per cent 
ad valorem. The effective ra tes are also  the sam e except in  the  
case o f  rig id  po lyu re thane  foam s fo r w hich the  effective ra te  
is 15 per cent. The concessional ra te  fo r rigid po lyu re thane  is 
applicable w ith  effect from  9.6.1982. The sam e ra te  is app li­
cable to  rigid po lyure thane  fo am  i f  such foam  is n o t rem oved



from  the  factory  bu t is consum ed or utilised as such or a fte r  
subjection to  any process o r processes in the m anufactu re  o f 
any o th e r goods o f  po lyure thane  foam . The fo llow ing articles 
m ade o f  po lyu re thane  foam  are  excisable:

(a) Sheets and  sheeting ,
(b) M attresses and  the like,
(c) Q uilts and  the  like,
(d) P illow s,
(e) C ushions,
(f) M ats,

in any shape o r size. O ther articles m ade o f  po lyu re thane  
foam  are exem pt from  d u ty  i f  p roduced  ou t o f  duty-paid 
(excise o r add itional d u ty  under section 3 o f  In d ian  C ustom  
T ariff A ct) po lyu re thane  foam . A rticles o f  po ly u re th an e  foam  
are  also exem pt from  du ty  i f  m anufactu red  from  w astes or 
scrap  o f  p o lyu re thane  from , o r from  w aste and  scrap  o f 
articles o f  p o lyu re thane  foam .

Special E xcise  Duty

Besides basic du ty , ta riff  item  15A is subjected to  special 
excise du ty . The la tte r is levied as a frac tion  o f the  form er. 
W hile the ta riff ra te  o f  special du ty  is 10 per cent o f  the basic 
duty , the effective ra te  is 5 per cen t o f  the  basic du ty . For 
som e tim e beginning w ith  1st M arch , 1974, th is item  was 
subjected to  auxiliary  duty  as well, bu t it was m erged w ith 
basic duty w ith effect from  16th M arch, 1977.

C ritical A ppraisal o f the T ax  S tructure

The preceding p a rag rap h s give an  idea o f  the cu rren t excise 
tax s truc tu re  o f  th is item . The evolution  o f  the  d u ty  structu re  
re la ting  to  p lastics since incep tion  is surveyed in  A ppendices 
I and  II. Tw o no tab le  p o in ts  w hich emerge from  th is  survey 
are:

i. the  tax is levied b o th  a t the  raw  m ateria l stage and  
also a t the  article stage;

ii. the tax structu re  does n o t ap p ea r to  have been viewed 
in  to ta lity  a t  one tim e.



T aking  the second p o in t first, we find th a t the  existing d u ty  
struc tu re  is the ou tcom e o f  a ttem p ts  m ade over the years to  
tackle problem s as and  w hen they have arisen  w ithou t going 
fully in to  th e ir overall im plications. This has resu lted  in 
f re q u e n t changes and  instab ility  o f  the ta riff s truc tu re . R ates 
have occasionally  been changed. I t  is n o t clear w hether their 
effect on o th e r sim ilar item s w as taken  fully in to  account. 
T his has resulted in im balances, encouraging  m isclassification, 
evasion and  litigation . In  the  1982 B udget the  ta riff head  was 
aligned w ith  the  custom s ta riff  and  the form  and  descrip tion  
o f  the  ta riff  w as changed and yet the no tifications issued still 
read  as if  the  old tariff w as in  vogue.

C om ing to  the  first po in t, it is som etim es argued th a t it 
m ight be p referab le  to  levy the duty  a t one stage only, per- 
ferably a t the  raw  m ateria l stage. The underly ing assum ption  
is th a t such a step w ould ease assessm ent, reduce disputes 
and  m ake fo r sm oother and  easier collection.

T hough adm inistratively  a ttrac tive , sh ifting  the po in t o f  
levy to  the raw  m ateria l stage only w ithou t g ran ting  fu ll se t­
off a t the p ro d u c t stage w hich  is possible only under a  system  
o f value-added tax, is n o t desirable. The p resen t system  o f 
levying duty  b o th  a t the  raw  m ateria l and  the p roduc t stage 
thu s h as  its m erits. In  any  case, w ith changed descrip tion  o f  
the tariff, difficulties o f  levying du ty  a t the p roduc t stage have 
been considerab ly  reduced .



3

Evasion

In troduction

A s in the case o f  several o ther com m odities, a signiricant 
p ro p o rtio n  o f  the duty due on plastics is believed to  be 
evaded  th ro u g h  som e m eans or the o th e r. The com m on 
m ethods o f  excise duty  evasion especially w here the duty  
is ad  valorem, are  the follow ing:

— U nderreporting ;
— M isclassification; and 
— U ndervaluation .
U n d errep o rtin g  o f  p ro d u c tio n  is one o f  the com m on 

m ethods o f  evading taxes, be it incom e tax  o r excise du ty . 
Since it is possible to  correlate  p ro duction  w ith inpu ts , even 
though  roughly , u n d errep o rtin g  o f  p roduction  calls fo r 
suppression o f  purchase o f  raw  m aterials too. A lternatively , 
the figure o f  o u tp u t can be reduced simply by oversta ting  the 
p ro p o rtio n  o f  w astage in the p roduction  process. H ow ever, 
the  conversion o f  raw  m aterials in to  p lastic  p roducts takes 
place th ro u g h  a chem ical reac tion  and  the p rocess does n o t 
differ m aterially  from  un it to  unit. Som e norm s can be set 
up  fo r the p ro p o rtio n  o f  w astage and  these can be applied  
fo r several years un til any significant technological change 
takes place. H ence overstating  w astage does n o t offer a 
convenient device for underrepo rting  o u tp u t in plastics.

M isclassification is also  a very com m on w ay o f  m inim ising 
the  tax liability in  com m odity  taxes w here different ra tes  o f  
tax a re  laid  dow n fo r p ro d u c ts  w hich look  sim ilar. U nits



m anufactu ring  a w ide range o f  p roducts w hich  can n o t be 
easily distinguished from  each o th e r can evade duty  by m is­
classification if  the p roducts  are  taxed differentially. O bv ious­
ly, the  larger the d ifferential, the  g rea ter the  tem p ta tio n  to  
m isclassify and show  artic les carrying high rates as ones 
going in the low -tax category .

W hen the du ty  is ad valorem, under-valuation  also offers 
scope fo r evasion. U n d ersta tem en t o f  the excisable value 
is resorted  to  in various ways, e .g ., by ap po in ting  sales agents 
o f  one’s choice and show ing the sale price at a low er figure 
th an  the price a t w hich it is actually  sold. A nother way is 
to  show  a p a rt o f  such price as “ post-m anufactu ring  expense” 
and reduce the excisable value thereby.

F inally , in add ition  to  the  above-m entioned m ethods, the 
SR P C om m ittee po in ted  o u t a few m ore com m on tax evasion 
practices adop ted  by larger un its. These include m an ipu la­
tion o f  accounts, dup lica tion  o f  gate pass book , tra n sp o rta ­
tio n  o f  m ore th an  one consignm ent on a  single gate  pass, 
m isdeclara tion  o f  com position  o f  excisable goods, u n d e rs ta te ­
m ent o f  raw  m ateria l s tock  position , overstatem ent o f  w astage 
and  dam age du ring  p ro d u c tio n , inflation o f  w eight o f  co n ta i­
ners o r packing  m aterials, ‘dam age’ during  storage and  
tran s it and even m an ipu la tion  o f  treasury  challans.

Evasion through Under-reporting o f Production

I f  excise taxes are  to  be evaded by u n d errep o rtin g  o u tpu t, 
the factory  concerned  has to  suppress the  actual consum ption  
o f  inpu ts also  in its accounts. In  the  plastics in dustry , especi­
ally therm oplastics, the  basic raw  m ateria ls  are  supplied by 
governm ent or governm ent-con tro lled  sources. N aph tha , 
w hich is an  im p o rta n t raw  m ateria l fo r several categories o f  
p lastics, is supplied by governm ent refineries. In the  case o f  
therm oset m ateria ls  also , fo rm aldehyde is supplied  by R ash t- 
riya Chem ical and  F ertilizer (R C F ), w hich is again in  the 
public sector. S im ilarly, phenol, the  o ther raw  m ateria l, 
essential for m anufac tu ring  therm oset p lastics has only one 
m anufacturer in  the  coun try , viz., H erd illia  w hich is in  the  
large co rpora te  sector. I t  is unlikely th a t these undertak ings 
w ould reso rt to  concealm ent o f  th e ir o u tp u t an d  th is p robab ly



is one o f the m ain considera tions fo r taxing p lastics by levy­
ing the  duty  m ainly on resins and  m ateria ls while exem pting 
articles m ade from  du ty-paid  m ateria ls.

H ow ever, the  possib ility  o f  u nderrepo rting  o f  p roduction  
can n o t be ru led  ou t a ltogether. But, even assum ing th a t 
underrepo rting  is p ractised  by som e units, quan tification  o f 
the  un reported  p ro d u c tio n  poses form idable problem s since 
th a t requires reliable d a ta  on the q u an tity  o f  feedstocks o f  
different categories supplied to  m anufactu rers o f  p lastic  
m ateria ls an d  the quan tity  o f  m ateria ls  m anufactured  in each 
category . Som e o f  the p lastic  m ateria ls are a lso  produced  in 
the sm all-scale sector. There are  no reliable d a ta  on the 
p ro d u c tio n  o f  the sm all secto r by type o f  p ro d u c t o r on the 
quan tity  o f  in p u ts  used by sm all-scale units. The only way 
one can check w hether the clearances o f  p lastic  m ateria ls 
are in  line w ith  ac tu a l p ro d u c tio n  is to  com pare the figures 
o f  c learances com piled  by the C en tra l Excise D ep artm en t 
w ith  p rodu ctio n  d a ta  availab le  from  o th e r sources.

A com parison  o f  the  sta tis tics  reg ard in g  p roduction  o f  
p lastic  m ateria ls availab le  from  different sources and  the 
clearance figures gathered  from  the Sta tistica l Year B ook  o f  
the C en tra l Excise D ep artm en t show s th a t c learances under 
sub-item  15A(1) in  the aggregate did n o t fa ll sh o rt o f  the 
p ro d u c tio n  in  the years fo r w hich d a ta  are  available (vide 
T able 3.1). I t m ust be m en tio n ed , how ever, th a t a p ro p er 
investigation  o f  the incidence o f  evasion o f  excise duty  
th rough  underrep o rtin g  could no t be u n d ertak en  in the 
absence o f  adequa te  in fo rm atio n  regard ing  quan tity  o f  feed­
stock used in  the  p ro d u ctio n  o f  p las tic  m ateria ls in the 
coun try . I t  is understood  th a t the  field offices o f  C en tra l 
Excise au th o rities  do  co llec t in fo rm atio n  regard ing  in p u ts  
but these a re  n o t collected o r com piled a t  one place and  so a 
valuable source o f  in fo rm atio n  goes unu tilised .

A n o th er way o f  checking th e  re liab ility  o r o therw ise o f 
the rep o rted  p ro d u c tio n  figures o f  an  ind u stry  is to  check 
the quan tity  o f  p ro d u c tio n  d isclosed w ith  the consum ption  
o f  the artic le  in  question and  inventory  change in a  g iven 
year. In  the  case o f  p lastic  m aterials, to  estim ate  u n d e rrep o rt­
in g  by the consum ption  rou te  is ra th e r difficult because o f



the  heterogeneous n a tu re  o f  the p lastic  p ro d u cts  and the 
difficulty o f  re la ting  ac tu a l consum ption  to  the figures given 
in the Statistical Year B ook  under d ifferent sub-heads o f  the 
ta riff  item  in question . H ow ever, th is m ethod  was tried  for 
the  p resen t study in the  case o f  po lyu re thane  foam  and the 
results are discussed elsew here.

(a) Suggested m ethodology fo r  estimating evasion in 15A(2). 
It has been m entioned  earlier th a t item  15A (2) was intended 
to  com prise the fo llow ing three m ajo r categories o f  sem i­
finished goods fo r tax a tio n  purposes:

i. R igid PVC items;
ii. F lexible PVC item s; and
iii. R igid item s m anufactu red  from  resins o th e r than 

PVC.

W ith  the  changes m ade th ro u g h  th e  1982 B udget, cello­
p h an e  and polyester films have been included in  15A(2). 
W hile in the  case o f  (i) and  (ii), films o f  th ickness below
0.25 m m . and lay flat tubings m ade by small-scale industry  
w ere exem pt from  du ty , in the case o f  (iii) also exem ption 
has been extended to  films and sheets w ith m axim um  th ick­
ness o f  0.25 mm. w .e .f. O ctober, 1982. In  the case o f  (i) and
(ii), it should be possible to  get an idea o f  the m agnitude o f  
evasion by corre la ting  the end-use o f  the po lym er w ith  the 
clearances o f  semi-finished p ro d u c t, the only co n stra in t being 
the paucity  o f  d a ta  on p roduction  in the  exem pted sector. 
The m ethodology  is explained below :

S tarting  w ith the p roduction  o f  the polym er, from  end- 
use analysis o re  can get an idea o f  the quan tity  o f  polym er 
used in the m an u fac tu re  o f  profile shapes such as partic le  
boards, films, sheets and  sheeting. As the duty  is ad  valorem, 
precise da ta  on prices o f  various item s are necessary fo r 
deriving the figure o f  p ro d u c tio n  in qu an tita tiv e  term s from  
the am oun t o f  duty  paid.

To use som e algebra, let Qi be the to ta l q u an tity  o f  p ro ­
duction  o f a particu la r resin (say i) and xi be the p ro p o rtio n  
o f  this resin used in the m anufactu re  o f  excisable goods. 
F u rther, let yi be the conversion fac to r, i.e ., one u n it o f  the 
polym er required  in the  p roduction  o f yi units o f  the final



T A B L E  3 . 1

Production /C learances of P lastic  R esins and M ate ria ls

(Tonne ’000)

Resins/Materials Petroleum Ministry (Production) DGTD (Production) DSIE & C (Clearances)

1977-78 1978-79 1980-81 1981-82 1977-78 1978-79 1980-81 1981-82 1977-78 1978-79 1980-81 1981-82

1. T herm oplasts

a. LDPE 18.45 56.03 87.15 94.29 19.10 57.11 87.06 92.72 _ _ _ _ _

b. HDPE 25.59 28.07 24.29 31.73 25.60 28.07 24.29 31.73

c. PVC 59.02 62.64 42.05 37.04 55.57 62.64 39.41 37.26 — — — —

d. PS 13.57 14.47 10.21 7.64 13.50 14.47 10.20 7.94 — — — —

e. PP — 7.13 16.73 20.64 — — 16.73 20.64 — — — —

T O T A L -1 116.63 168.34 180.43 191.34 113.77 162.29 177.69 190.29 — _  -
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2. Thermosets
a. MFMP 0.18 0.18 0.21 0.33 — — 0.19* 0.43* — —

b. PFMP 4.38 4.24 4.79 4.56 4.49* 3.81* 4.73t 5.25f — — — —
c. UFIW 2.23 2.50 2.85 3.25 2.19t 2.I l f 3.15t 3.42t — — — —

d. CAMP 0.99 0.77 0.32 0.29 — — 0.26f 0.311 — — —

T O T A L -2 7.78 7.69 8.17 8.43 6.68t 5.92t 8.33 9.41 — _  — —

TOTAL (1 +  2) 124.41 176.03 188.60 199.77 120.45 168.21 (86.02 199.70 189.31tt 231.71tt 216.63ft 282.24ft

Notes: fFor calendar year beginning with
ffDoes not include data reported in units other than tonne. Details of production, clearances and revenue as per 

DSIE & C for all the four sub-items of Tariff Item 15A are shown in Table 3.1a.

Sources: 1. Directorate of Statistics and Intelligence, Statistical Year Book-Central Excise—relevant issues.
2. Ministry of Petroleum.
3. D.G.T.D.



Production, Clearance and Revenue* of Artificial or Synthetic Resins and P lastic M aterials and
Articles

Tariff item/Revenue

Unit

1976-77 1977-78 1978-79 1980-81 1981-82

Pro­
duction

Clear­
ance

Pro- Clear- Pro- Clear- Pro- Clear- 
duction ance duction ance duction ance

■ Pro- Clear- 
duction ance

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

15A(1) Artificial or Nos. (’000) 164 161 — _ 2317 1816 415 260 42987 20140
synthetic Litres (’000) 448 278 1750 1806 2469 2455 896 930 2035 2062
resins and Kgs. (’000; 196846 188518 204378 189306 268068 231712 223384 216629 :287349 282239
plastic material Metres (’000) 19 21 8844 7762
in any form Sq.m. (’0C0) — — — — 356 61 82 83 115 91
Revenue (Rs) (’000) 387123 477099 729125 1004494 1073888

15A(2) Articles made Nos. (’000) 78993 75513 71533 60696 78274 73345 85064 76462 31447 31001
of plastics Litres (’009) — — — — 22 23 5 1 — —

Kgs. (’000) 9689 8759 20726 21835 15040 12971 18941 13137 21179 18418
Metres (’000) 15229 17022 30331 26858 34390 31492 29406 22809 29085 29052
Sq.M. (’000) — — — — 3746 2005 2043 1973 3707 2772
Rims (’000) — — — — 1376 837 — — — —

Revenue (Rs) (’000) 68870 113388 110548 132692 176413

EVASION 
OF 

EXCISE 
DUTIES 

IN 
INDIA 

t 
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(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

15A(3) Polyurethane
foam

Nos.
Litres

(’000)
(’000)

130 132 182 189 313 330 1234 1262 719 720

Kgs. (’000) 985 902 1157 905 1509 1169 1034 1011 555 560

Metres (’000) 32 43 27 19

Sq.M. (’000) — — — — 37 37 52 46 8 3

Revenue (Rs) (’000) 9146 12850 16803 28034 20094

15A(4) Articles made 
of polyurethane 
foam

Nos.
Litres
Kgs.

(’000)
(’000)
(’000)

986

601

945

609

1662 1673 

829 679

1751

588

1964

586

1266

479

1437

446

3102

1587

3084

1295
Metres (’000) — 7 5 227 236

Sq.m. (’000) 7 5 171 172
Revenue (Rs) (’000) 11266 17906 18209 19509 41647
TOTAL Revenue (Rs) (’000) 476405 621243 874685 1184729 1312042

Note: ‘ Revenue from basic duty.

Source: Compiled from various issues of the Statistical Year Book-Central Excise, published by Directorate of S tatis­
tics and Intelligence.



product. I f  the price o f  the  final p ro d u c t is pi and  ti the ra te  
o f  duty then  the gross yield o f  excise du lty  is T  =  xi yi Qi 
Pi ti.

I f  price o f  polym er is pi and  the  ra te  o f  excise d u ty  paid  
on the polym er is Ti, the  value o f  p ro fo rm a  cred it available 
is ob tained  as

Pi (xi Qi) Ti and  the net p o ten tia i tax revenue is
PT =  xi yi Qi Pi ti — xi pi Qi Ti 

=  xi Qi (yi pi ti — pi Ti)
T he revenue po ten tia l estim ated  in the  above m anner as com ­
pared to  the  revenue ac tua lly  collected  on the item s w ould 
give an idea o f  the ex ten t o f  evasion o f  excise du ty , provided 
some ad justm en t can be m ade to  allow  fo r p roduction  o f  
profile shapes in the exem pted sec to r on w hich no du ty  is 
payable.

T heoretically , the above m ethod  could  also  be applied  fo r 
estim ating  evasion in the case o f  rigid item s m anufactu red  
from  plastic  m ateria ls  o th e r th an  PVC. H ow ever, in practice, 
one faces a h o s t o f  difficulties. In  the first place, the item  is 
com posed o f  a heterogeneous g roup  o f p roducts m anufactu red  
from  different types o f  polym ers w ith prices differing w idely 
bo th  fo r the final p ro d u c ts  and fo r the  polym ers. Secondly, 
the excise reco rds show  the revenue fo r the  item  as a w hole 
and  not separately  fo r each p roduct. T h ird ly , no record  is 
m ain tained  ab o u t the  q u an tity  c leared  free o f  duty , especially 
in the case o f  m anufactu rers  w ho are no t required  to  take  ou t 
a  licence. F o u rth ly , the  q u an tity  o f  polym ers used in the 
p ro d u c tio n  o f  rigid and flexible item s accord ing  to end-use is 
n o t know n. F inally , the  crite rion  o f  rig id ity  is still n o t 
entirely  clear. In view  o f  these difficulties, it has n o t been 
possible to  m ake use o f  th is m ethod fo r de term in ing  the 
quan tum  o f  evasion in the case o f  rigid item s o f  plastics 
o th e r than  PVC.

T he p rodu c tio n  ap p ro ach  suffers from  an o th e r serious 
constra in t, viz., the  in term ingling o f  p roduc tion , c learances 
and  revenue figures o f  various m aterials and  p roducts, e ither 
a t the rep o rtin g  stage or a t the com pilation  stage o r a t b o th . 
I t  is s ta ted  th a t th ere  are  five item s, viz., polyethylene;



polyester films; rigid PVC boards, films, sheeting, sheets; 
flexible PVC films, sheeting, sheets; and  boards, films, sheet­
ing, sheets o f  o th e r th an  PVC w here the  cu rren t ra te  o f  basic 
du ty  is 30 per cen t ad valorem  in each case. D ata  regarding 
these item s are  m ixed up , rendering it difficult to derive 
precisely the actual base fo r com parison  w ith the estim ated 
figures. This is a serious d raw back  p a rticu la rly  in this 
industry , th w artin g  any serious a ttem p t to  arrive  a t a precise 
estim ate o f  evasion.

F o r estim ating  the extent o f  evasion in PVC articles, we 
started  w ith  the year 1977-78. A vailable d a ta  show th a t the 
consum ption  o f  PVC resins during  the year was o f  the  order 
o f  67, 227 M T  o f  w hich 28.3 per cent was used in the  m anu­
factu re  o f  films, sheets, lay flat tubing, etc. A pplying this 
p ro p o rtio n  to  the  to ta l PVC consum ption , the quan tity  o f  
PVC resins used in m aking  films w orks ou t to  19,294.15 M T. 
O ur assum ption  is th a t 15 per cent o f  the  said  19, 294.15 
M T. (or 2.894.12 M T.) w ent in to  the m anufactu re  o f  rigid 
films and  the rem aining 85 per cent (i.e ., 16,400.03 M T.) was 
used for p roducing  films o f  the flexible ca teg o ry .1

To calculate the am oun t o f  set-off available for each o f  
these tw o types o f  films, the quan tity  o f  PVC resins used in 
m anufactu ring  rig id  and flexible films was m ultip lied  by the 
value and the re levant ra tes o f  excise du ty  {viz., Rs 5, 748.67 
per M T. and  42 per cen t ad  valorem, respectively).2 Based 
on these d a ta  the set-off fo r rigid films w orked ou t to 
Rs 69,87,683 and  fo r flexible films to  Rs 3,95,96,911.

The p roduction  figure o f  rigid and  flexible films could be 
ob tained  by applying the relevant conversion factors. Raw 
m ateria l requ irem ents fo r these films as ga thered  from  
industry  sources are given below  (Table 3. 2.).

1 Report of the Reconstituted Working Group on Petrochemicals, 
Ministry of Petroleum, Chemicals and Fertilisers, New Delhi.

* Price of PVC resins used here is the weighted average of individual 
prices of each of the five manufacturers of PVC resins.



TABLE 3. 2

Raw M aterial Requirement of PVC Films

Ingredients Flexible films Rigid films

PVC resins 80.30 kgs. 92.24 kgs.
Plasticizers 17.75 kgs. 1.91 kgs.
Stabilizers 1.61 kgs. 2.38 kgs.
Pigments etc. 0.40 kgs. 0.46 kgs.

Total weights of
final product 99.86 kgs. 99.93 kg..

Source: Industry source.

F ro m  th e  above tab le  it w ill be o bserved  th a t  one kg . o f  
PV C  resins y ields ap p ro x im a te ly  1.08 kgs. o f  rig id  films. 
S im ilarly , one kg o f  resin  y ields 1.24 kgs. o f  flexible films. 
T hus, 2 ,894.12 M T  o f  PV C  resins sh o u ld  n o rm a lly  y ield  
3 ,135.4896 M T  o f  rig id  films. L ikew ise , 16,400.03 M T  o f  
P V C  resins shou ld  y ield  20,395.077 M T  o f  flexible film s. 
A ssu m in g  th a t  th e  average  p rice  o f  these  films w as a ro u n d  
R s 15,019.76 p e r  M T , 3 the  v a lu e  o f  rig id  film s com es to  
Rs 4,70,94,301 an d  th a t  o f  flexible film s, R s 30,63,32,900.

T o  e s tim a te  th e  m axim um  rea lisab le  rev en u e  from  excise 
d u ty  on  th ese  tw o  ty p es o f  film s, we tak e  th e  ra te  o f  d u ty  
on rig id  film a t  25.2 p e r  c en t an d  th a t  on  flexible fiilm a t 31.5 
p e r c e n t.4 A p p ly in g  th ese  ra te s , the  p o te n tia l rev en u e  from  
excise d u ty  o n  rig id  film s w orked  o u t to  R s 1,18,67,763, an d

3 Prices o f rigid and flexible films vary quite widely, depending upon 
various factors such as thickness, colourability, etc. For the five 
calendering units the figures were available for production in 
physical quantities and value thereof from the D G TD .. Of these 
five units, the product of two big ones, viz., Bhor and Caprihans, 
m anufacturing sim ilar products have been considered here while 
for com puting a representative price o f the films, we have taken a 
weighted average o f these prices.

‘ In the year 1977-78, the ra te  of basic duty on rigid films was 24 per 
cent whereas that on flexible films was 30 per cent. In  addition , 5 
per cent o f the basic duty was charged by way of special excise. Thus 
the effective rates for rigid and flexible films worked out to  25.2 per 
cent and 31.5 per cent, respectively, for the year under considerat­
ion.



from  flexible films, R s 9,64,94,863.
To o b ta in  the ne t tax  liability  o r  the po ten tia l tax revenue, 

we have to  su b trac t the  am o u n t o f  set-off available from  
the d u ty  paid on resins fo llow ing the m ethod  described 
earlie r fo r each o f  these films. A llow ing fo r set-off, the 
p o ten tia l tax from  the  rig id  films cam e to  Rs 48, 80, 080. 
Sim ilarly, the po ten tia l tax fo r  flexible films w orked  ou t to  
Rs. 5,68,96,741.

The actual revenue from  the basic du ty  on rigid films in 
1977-78 w as Rs 44,13,000, w hile on flexible films it w as 
Rs 2, 25, 80, 000. Besides basic duty  revenue from  auxiliary 
an d  special duties should  also be added  to  the yield o f  the 
basic du ty . To carry  ou t th is  ad justm en t, first, a ra tio  o f  the 
to ta l revenue from  auxiliary  an d /o r special du ty  to  the to ta l 
gross revenue had  to  be ob ta ined . The required  ra tio , i.e .,

34193
the ad ju stm en t fac to r was or

The realised  revenue from  the basic du ty  on each o f  the
tw o types o f  films w as raised  by the above p ro p o rtio n . The
ad justed  yield o f  excise d u ty  on  rigid films and  o th e r sim ilar
products cam e to  R s 44,13,000 (l-f0 .0 5 4 7 )  o r  Rs 46,54,391.
S im ilarly, the  to ta l revenue from  flexible films w orked  o u t to
R s 2, 25, 80,000 (1 +  0.0647) o r  R s 2, 38, 15, 126. H ence the
degree o f  evasion in the case o f  rigid films m ay be p u t a t
, ,  46,54,391 x ^ . . .
(1 =  48>80 0 30  ) o r 4*6 Per cen t o f  the  P o ten tia l.

By th is m ethod  the  incidence o f  evasion in  the  case o f  
rig id  films an d  o th e r sim ilar item s m ade o f  PVC tu rn s  o u t 
to  be roughly  5 p er cen t o f  th e  p o ten tia l. In  o th e r  w ords, 
roughly  95.00 p er cen t o f  th e  po ten tia l revenue w as realised .

In  the case o f  flexible films, we m ay assum e th a t 57 p er cen t 
o f  to ta l p ro duc tion  takes p lace in the  ex trud ing  un its .5 I f  K  
is the  p ro p o rtio n  o f  extruded films (i.e ., K  per cent o f  the 
p ro duc tion  o f  lay flat tubings m arketed  as films), then the 
p o ten tia l revenue o f  excise duty  from  these films in the year 
in question should  have been R s 5,68,96,741 (0.43 +  0.57K ), 
depending on the value o f  K . O bviously the value o f  K

* This figure has been supplied by the AIPMA.



w ould lie betw een O and 1.

Scenario 1

T aking K  to be equal to  zero, th a t is, assum ing th a t the 
p ro d u c tio n  o f  lay flat tubings is no t sold as films a t all, the 
po ten tia l revenue w ill be the revenue o f  the excise duty 
collected from  the calendering  units alone. O n th is assum pt­
ion the po ten tia l revenue from  flexible films in the year under 
co nsidera tion  w as Rs 2,44,65,598. C om paring  th is figure 
w ith the ac tu a l revenue, we find th a t roughly  97.34 per cent 
o f  the po ten tia l w as realised and , the ex ten t o f  evasion was 
2.66 per cent.

Scenario 2

I f  K = l ,  th a t is, all extruded films are m arketed  as flexible 
film, the p o ten tia l revenue com es to  Rs 5,68,96, 741.

C om paring  this figure w ith actual revenue it  is noticed 
th a t only 41.86 per cen t o f  the estim ated  po ten tia l was 
realised . I f  th is  assum ption  happens to  be valid, the  inci­
dence o f  evasion com es to  ab o u t 58 p er cen t o f  the po ten tia l 
in the year in question .

In estim ating  the ex ten t o f  evasion bo th  fo r rigid and 
flexible PVC films, etc., it  was n o t possible to  ad just the 
p o ten tia l to  allow  fo r the p ro d u c tio n  o f  flexible films o f  
th ickness below 0.25 m m . and lay flat tubings by extrusion 
process in the sm all-scale units. The d a ta  required  fo r such 
ad justm en t are  n o t available. A gain, flexible PVC sheeting, 
sheets and films used in the m anufactu re  o f  im pregnated  
or coated  fabrics w ere exem pt from  duty . Some ad justm en t 
is needed in the consum ption  d a ta  o f  PVC fo r flexible films to 
allow for these uses also  as o therw ise  the estim ate  o f  evasion 
gets inflated. A gain, the use o f  flexible PVC sheets, films 
and  sheeting elsew here th an  in  the  factory  o f  p roduction  
o f  these sheets, films, etc., w as subject to  the  procedure 
set ou t in R ule 56 A. I t  is an y b o d y ’s guess as to  w h a t is 
the am o u n t o f  p ro fo rm a  cred it availed o f  u n d er this 
Rule. Evidently , the estim ate  o f  evasion w ould  be on the 
high side unless som e allow ance is m ade for p ro fo rm a



cred it as well. The S ta tis tica l Year B ook  o f  the Excise 
D ep artm en t gives som e sta tis tics  o f  p ro duc tion  an d  c learan­
ces o f  flexible films, sheets, e tc ., cleared  free o f  du ty  for use 
in the  m anufactu re  o f  im pregnated  and  coated  fabrics. But, 
the  d a ta  are  given in vary ing  un its , rendering  it difficult to 
use them  fo r the purpose  we h ad  in m ind. It is said th a t 60 
per cen t o f  the consum ption  o f  flexible sheets is accounted 
fo r by lea ther c lo th . A ssum ing th is to  be true, the  fu rther 
question  regard ing  the  size o f  p ro fo rm a  cred it availed o f  still 
rem ains to  be answ ered . F u rth e r , against p ro fo rm a credit, 
there  w ould n o t be any set-off o f  m ateria l stage du ty . This 
could  also be w orked ou t, bu t th a t w ould involve m any 
assum ptions w hich m ay no t be valid  in fact. H ence the 
m a tte r was no t pursued  fu rth e r .

I t  w as n o t possible to  a ttem p t any estim ate  o f  evasion 
for subsequent years, partly  because o f  the problem s m ent­
ioned above and  p a rtly  because the d a ta  fo r subsequent 
years except 1978-79 are  e ither n o t available o r are  no t 
reliable. F o r 1979-80, the  re levan t d a ta  have n o t been 
com piled. F o r 1980-81, d a ta  fo r d ifferent types o f  films, 
sheets an d  sheetings ap p ear to  have go t enm eshed. F o r 
1981-82, the co n sum ption  figures o f  PVC could  n o t be 
o b ta in ed  from  the  M inistry  o f  Petro leum  as they are  n o t yet 
ready.

b . Polyurethane fo a m . In  the  case o f  po ly u re th an e  foam , 
com ing u n d er sub-item  15 A (3), it  w as n o t possible to  esti­
m ate  the po ten tia l fo r com parison  w ith  ac tual p roduction  
due to  non-availab ility  o f  im p o rt sta tistics in respect o f  T D I 
and  polyol, the tw o p rinc ipa l inpu ts . These raw  m aterials 
are  on the O G L  list and  th e ir im ports  are  n o t separately  
repo rted . H ow ever, an  a tte m p t was m ade by exam ining 
p roduction  figures against the  u tilisa tion  o f  raw  m ateria ls  
by various fac to ries  and  th e  resu lts  a re  set-ou t below. L ike­
wise in the case o f  artic les o f  po lyu re thane  foam  [sub-item  
15 A (4)] n o  com parison  betw een estim ated  p ro d u c tio n  
could be a ttem p ted  as the  ac tu a l p ro duction  figures o f  
articles are  rep o rted  in  heterogeneous un its and  therefore 
can n o t be m atched.



Table 3. 3 sets ou t the d a ta  on raw  m ateria ls used and  
flexible po lyu re thane  foam  produced  in seven factories. The 
w eighted average o f  raw  m ateria ls used in the seven facto ries 
for p ro ducing  one tonne o f  flexible po ly u re th an e  foam  
w orks ou t to  1.0871 tonne. The u tilisa tion  o f  raw  m ateria ls 
fo r p ro ducing  one to n n e  o f  foam  fo r each factory  was 
com pared  w ith the norm  o f  1.0871 and  the differences no ted . 
S tandard  e rro r o f  these differences was w orked o u t and  it 
cam e ou t to  1.24. As the sam ple was sm all, ‘t ’ test was 
applied . It w as no ted  th a t s tan d a rd  e rro r  is n o t significant 
e ither a t 10 per cen t o r 5 per cent level.

TABLE 3. 3

Production

(tonne)

Raw
material
utilised

(tonne)

Average quantity 
utilised for 
producing one 
tonne of foam 
(tonne)

Factory I 103 115.7 1.1233
Factory II 379.58 404.47 1.0656
Factory III 182.26 194.44 1.0668
Factory IV 274.39 297.541 1.0843
Factory V 23.91 27.56 1.1527
Factory VI 344.30 379.40 1.1020
Factory VII 144 158.80 1.1028

The varia tions could, therefore , have arisen  due to  e rro rs  
and  no inference regard ing  evasion can be d raw n .

Evasion through Misclassification

M isclassification is an o th e r com m on m ethod  o f  evading 
com m odity  taxes. A m biguity  in the definition o f  the  tariff 
item  is the  m ain fac to r w hich facilitates evasion  th ro u g h  
th is device. The m ore am biguous the  ta riff head an d  the 
notifications, the g rea ter the  scope fo r evasion and  litigation . 
The tendency  to  explo it am biguity  and  lack o f  clarity  increases 
w here the item s a re  assessable to  du ty  ad valorem. F o r w ith 
ad  valorem  d u ty , evasion  is all the  m ore paying as generally  
h igh-priced  articles are  subjected to  com paratively  high ra te s



o f duty . We have earlie r d raw n a tten tio n  to  the possible loss 
o f  revenue arising  from  the lack o f  c larity  in the  criterion  for 
flexibility in the case o f  films, sheets and  sheeting o f  non- 
PVC m aterials. H ere we exam ine the scope fo r evasion in 
pheno l fo rm aldehyde m ould ing  pow ders an d  a few o th e r 
item s.

a . Phenol form aldehyde m oulding powders. C urren tly  the 
effective ra tes o f  basic duty  on m ould ing  pow der o f  pheno l 
form aldehyde is 15 p er cent ad  valorem, effective from  June 3, 
1982. T he sam e ra te  is a lso  applicab le  to  phenol fo rm alde­
hyde resins. On phenolic  resins, how ever, the  effective ra te  
o f  du ty  a t p resen t is 20 p er cen t under notification N o . 157/81 
C E o f  29.8.1981. E xp lan a tio n  (iii) o f  the  said notification 
runs as follow s:

E xplanation— F o r the  pu rpose  o f  this n o tifica tion—(iii) the 
expression “ p heno lic  re s in s”  m eans synthetic  resin m anufac­
tured by reac tin g  any o f  the pheno ls w ith  an  aldehyde and  
includes chem ically m odified phenolic  resins and liquid 
phenolic resins b u t does n o t include blends o f  the phenolic 
resins w ith  o th e r artificial o r synthetic  resins.

Since phenolic  fo rm aldehyde resins are  also synthetic 
resins an d  m anufactu red  by reacting  pheno l w ith  form alde­
hyde (an  aldehyde), one w ould  have th o u g h t th a t  they o rd i­
n arily  com e under the  category o f  “ phenolic re s in s” . The 
ra te  o f  basic excise duty  on the pheno l form aldehyde resins 
includ ing  th e ir  m oulding pow ders is 15 per cen t ad  valorem  
by v irtue  o f  notification N o . 241/82 CE o f  1.11.1982. On 
phenolic resins o th e r th an  those o f  fo rm aldehyde, how ever, 
th e  ra te  is 20 p er cent ad  valorem.

The position  w as different during  the perio d  F eb ruary , 
1980 to  June, 1982. D uring  th is period , (i) the  general effective 
basic du ty  ra te  w as 40 p e r cen t a d  valorem  on ta r iff  item  15A 
(1) (no tification  N o. 5/80 C E o f  27.2.1980); the ra te  o f  du ty  
on phenolic resins was 20 p er cen t ad  valorem  (no tification  N o. 
122/71 C E o f  1.6.1971 as am ended  from  tim e to  tim e); (iii) 
since phenolic form aldehyde resins are  also phenolic  resins, 
the ra te  on these could also be assum ed to  be 20 per cen t a d  
valorem : (iv) how ever, the  ra te  o f  du ty  on  p h en o l fo rm a ld e ­
hyde m ould ing  pow der m anufactu red  from  d u ty -p a id  raw



n a p h th a  or any chem ical derived therefrom  was 30 per cen t 
ad  valorem. Thus by de riv a tio n , the ra te  o f  du ty  applicable 
to  o th e r phenol fo rm aldehyde m oulding pow der w ould be the 
general ra te , i.e ., 40 per cen t ad valorem.

A ccording to  the D G T D  and the M inistry  o f  Petroleum , 
there are three m ajo r factories w hich p roduce phenol fo rm a­
ldehyde m ould ing  pow der. They are  (i) M /s Ind ian  Plastics 
L td ., K andiv ili, o f  Bom bay (IPL); (ii) The In d u stria l Plastics 
C o rp o ra tio n  Pvt. Ltd. (T IPC O ) and  (iii) B akelite Hylarn, 
S an a th n ag ar, H yderabad  (B H ). F rom  sta tis tics m ain tained  
by the M inistry  o f  P etro leum , it ap p ears  th a t these three 
factories produced  4,693 tonnes o f  phenol form aldehyde 
m oulding pow der during the year 1981. In the year 1982, 
while the to ta l p ro d u c tio n  was o f  the o rd er o f  4,351 tonnes, 
the co n trib u tio n  o f  IPL  was 1,615.1 tonnes, T IPC O  1,444.2 
tonnes and BH 1.291.7 tonnes, respectively. T IP C O ’s p roduc­
tion  o f  1,444.2 tonnes includes a certain  quan tity  o f  resins also 
fo r w hich separa te  figures are not available. H ow ever, from  
excise records, it ap p ears  th a t in the  m onths o f  A pril and 
M ay, 1982, the  to ta l p roduction  o f  221.6 tonnes included 20.7 
tonnes o f  resins, i.e ., less th an  10 per cent o f  the to ta l p ro ­
duction .

F rom  w hat has been sta ted  earlier, it w ould be seen th a t the 
ra te  o f basic excise du ty  on phenol fo rm aldehyde m oulding 
pow der during the period 27th F ebruary , 1980 to  2nd June,
1982 was 30 per cent ad valorem  if  m anufactu red  from  d u ty - 
paid  n ap h th a  or any chem icals derived therefrom  and  40 per 
ce n t otherw ise. F rom  a perusal o f  R T 12 re tu rn s  fo r A pril 
and  M ay, 1982 (extracts given in Table 3.4) it will be seen 
th a t tw o factories, viz., IPL  and  T IPC O , cleared  th e ir  goods 
by paying basic duty  a t the ra te  o f  20 per cent ad  valorem. 
T hus, prim a fa c ie , they seem to  have sh o rt-p a id  the  du ty  by 
50 per cent. The sh o rtfa ll in duty  rea lisa tion  from  the tw o 
facto ries comes to  approx im ate ly  R s 63 lakh in 1981-82. I t  is 
to  be no ted , how ever, th a t there  is no differential now  in the 
Tate o f du ty  on form aldehyde resins and m oulding p o w d er. 
H ence these facto ries have been paying du ty  a t the ra te  o f  15 
per cent ad valorem  from  June, 1982 onw ards.

In  the case o f  the th ird  facto ry , viz., M /s Bakelite H ylam



L td ., no th ing  w rong was found  as the factory  paid  duty 
a t  the ra te  o f  30 per cent ad  valorem  on the pow der m an u ­
fac tu red  by them , the p o w d er m anufactu red  being, p resum ­
ably, naph tha-based .

b. Non-PVC rigid film s, sheets, sheeting. E arlier we have 
explained the difficulty in apply ing  the PVC approach  in 
m easuring evasion to  non-PV C plastics p roducts. A t the 
sam e tim e, our study  suggests th a t a sizeable am ount o f  duty  
was p robably  evaded because o f  the  non-application  o f  the 
Am erican S tandard  o f  flexibility in the case o f  p lastics p ro ­
ducts. It is difficult to  m ake any precise estim ate o f  revenue 
loss on this account. H ow ever, com paring  the value o f  c lear­
ances o f  this item  in the first six m onths o f  1982-83 w ith th a t 
o f  the first six m onths o f  1981-82, one notices a ra th e r  large 
difference. The value o f  clearances in the period A pril to 
Septem ber, 1982 was o f  the o rd er o f  R s. 26.91 cro re  as against 
Rs. 18.33 crore  in th e  period A pril to  Septem ber, 1981. The 
sharp  rise in the  clearances during  A pril-Septem ber, 1982 
canno t be explained entirely  by increase in production . T here 
is reason to  th ink  th a t rigo rous enforcem ent o f  the ASTM  
standard  in the la ter period  has led to  the disclosure o f  c lear­
ances w hich escaped the revenue net earlier.

W ith the  ra te  o f  duty a t 31.5 per cent ad valorem  (basic 
and special), the shortfa ll in revenue w ith in  the first six m on ths 
o f  1981-82 as com pared  to  th a t realised  in the co rrespond ing  
period o f  1982-83 com es to  Rs. 2.70 cro re . The gap  fo r the 
entire year 1981-82 due to  m isclassification m ay, therefore, be 
placed a t  R s. 5.40 c ro re . This is a ra th e r  crude way o f lo o k ­
ing at the problem  b u t the  large gap  does ind icate  substan tia l 
evasion w hich, how ever, has now  been taken  care o f  to  a 
considerable ex ten t though  ra tio n a lisa tio n  o f  ra tes.

c. Ambiguity about the relevant ta r iff head fo r  p lastics  
products. P roducts con ta in in g  p lastics m ateria l often give 
rise to  problem s o f classification and  thus evasion/avoidance 
also because o f  u n certa in ty  as to  w heth er they are assessable 
u n d er ta riff item  I5A (2) or under som e o th e r specific head o r 
u n d er ihe residuary  head item  68. T here have been disputes 
regard ing  the ta riff head under w hich plastics p ro d u c ts  ough t 
to be taxed in several cases. F o r  in stance , in a case w hich



TABLE 3.4 

Extracts from RT 12 Returns

Duty-Paid 
clearances for 

home consumption

Dated Description Production

(kg.)

Outside
the
factory

( k g . )

Within
the
factory

(kg.)

Value of 
clearance

(Rs)

Basic
duty

(Rs)

Rate of 
duty 
(per 

cent)

(1) (2) (3) (4) (5) (6) (7) (8)

1. INDIAN PLASTICS LTD., KAND1V1LI, BOMBAY (IPL)

1. April 1982 (i) Phenolic resin 58009 56119 1380 1462908 292580 20
(ii) P .F. moulding powder 138394 107028 365 1417662 283532 -do-

(iii) P.F. moulding powder 
nylon filled

— 215 — 12335 3700 30

(iv) P.F. modified M.F., 1425 1000 — 9124 3650 40
U.F. resins

2. May 1982 (i) Phenolic resin 45297 45698 550 1145816 229163 20
(ii) P.F. moulding powder 129393 123537 300 1658552 331710 20

(iii) P.F. moulding powder — 299 — 17153 5146 30
nylon filled
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OF 
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(1) (2) (3) (4) (5) (6) (7) (8)

(iv) P.F. modified, M.F. 601 706 — 6660 2664 40
and U.F. resins

2. THE INDUSTRIAL PLASTICS CORPORATION PV T. LTD. (TIPCO)

3. April 1982 Phenolic material ‘M ’ P.F.
resins in form of moulding 111813 102933 — 1378385 275677 20
powder

Phenolic material ‘O ’, i.e.,
P.F. resins in forms other 12408 17433 — 388321 77665 20
than moulding powders

N.B. Clearances, without payment of duty for other purposes were 3,800 kgs. and 17,515 kgs. respectively.

4. May 1982 Phenolic m ateria l‘M ’ i.e.,
P.F. resins in form of 89033 74768 — 817069 163424 20
moulding powder

Phenolic material ‘O’, i.e.,

P.F. resins in form other 8328 9628 — 205042 41008 20
than moulding powder

N.B  Issue for reprocess of phenolic material ‘M* 535 kgs.



w ent up  before the  G u ja ra t H igh C o u rt, the  question was 
w heth er m arb le  floor tiles w ith  a  given com position  were 
liable to  excise d u ty  u n d er ta riff  item  15A(2). T he C o u rt took 
the  view  th a t the  tiles in question  w ere n o t articles m ade o f  
p lastics because p lastics m ateria ls constitu ted  only 10 to  15 
per cen t o f  the to ta l quan tity  o f  a  tile  and served only as a 
b inding agent and  no t as the princip le ingredient (B hor 
Industries L im ited vs. U nion  o f  Ind ia). A sim ilar problem  
arose in the  classification o f  p lastic  bangles m ade o u t o f  a 
m onom er, technically know n as m ethyl m ethacry late. The 
m onom er in question  is n e t a p lastic  m ateria l b u t undergoes 
po lym erisation  in the process o f  m anufacuring bangles. The 
C o u rt held th a t these bangles w ere n o t excisable under ta riff 
item  1 * A. In  an o th e r ease, the  question  arose w hether to rches 
m ade o f  plastics cam e u n d er ta riff  item*15A(2). In  yet ano ther 
case, the question  was ab o u t the classification o f  certain  PVC 
sealing tapes.

An im p o rta n t fac to r  w hich seems to  have been responsible 
fo r giving rise to  litiga tion  over classification o f  p roduc ts m ade 
o u t o f  p lastics was the w ide coverage o f  sub-item  15A^2) as 
it stood  before  the change m ade th ro u g h  th e  1982 Budget. 
T he coverage o f  the item  then  was w ide an d  thu s any article 
w hich con tained  even a sm all q u an tity  o f  p lastic  m ateria l was 
liable to  be classified u n d er item  15A(2). T he sub-item  in 
question has since been redefined and its scope considerably  
narrow ed  dow n w ith the resu lt th a t p roduct o f  p lastics o ther 
those  those clearly  specified under the  sub-item  15A (2) now  
com e under som e o th e r head  such as item  68. The 
exem ption g ran ted  to  item s o f plastics under item  68 a lso  has 
served to  reduce litiga tion  over classification o f  plastic 
p roduc ts . F u rth e r, a un iform  ra te  o f  basic duty , i.e ., 30 per 
cen t ad valorem  is now  applicab le  to  all the th ree , rigid PVC 
item s, flexible PVC item s, and rigid item s m anufactu red  from  
resins o ther th an  PVC. This a lso  should  have acted  as a 
disincentive for evasion. H ow ever, there  is still scope 
fo r im provem ent as ind icated  in the  ch ap te r on suggestions 
and  recom m endations.

Evasion through Undervaluation
As ind icated  in C h ap te r 2, p lastics are  subjected to  excise



duty  a t a d  valorem  ra te s . O n som e o f  the  p lastic  m aterials and 
products , th e  ra tes o f  d u ty  are qu ite  h igh . F o r  instance, on 
po lyure thane  foam  an d  foam  p ro d u c ts  the  ra te  o f  d u ty  is as 
high as 78.5 per cen t. On fo u r ou t o f  five item s covered u n d er 
sub-item  15A(2), the  ra te  o f  d u ty  is 31.5 per cent ad valorem  
and  on cellophane, the  f if th  item  under th is  head, th e  ra te  is
21 per cen t. W hile th e  ra te s  o f  du ty  in respect o f  several resins 
and pow ders covered u n d e r sub-item  15 A (1) have been 
reduced , the  ra tes  on  th e  m ain item s like PVC, L D P E  and 
H D P E  rem ain h igh. N o t surprising ly , th is creates a  tendency 
am ong  m anufactu rers to  undervalue  the ir p roducts and  in the  
proccss to  evade duty . M u ltip lic ity  o f  p roducts and  varia tion  
in quality  provide scope fo r  undervaluation  in plastics m ore 
th an  in p roduc ts  w ith  s tandard ised  quality  and price.

W hether and  i f  so to  w hat ex ten t u n d erva lua tion  is re so rt­
ed to  in o rd er to  d e frau d  revenue is n o t easy to  m ake o u t in 
the absence o f  reliable in fo rm a tio n  reg ard in g  the p revailing  
prices o f  the  various p ro d u c ts  a t  a rm ’s length  tran sac tio n s. 
H ow ever, from  the R T  12 re tu rn s  it w as noticed th a t resins 
produced  fo r  cap tive co n su m p tio n  w ith in  a fac to ry  are  often 
undervalued . A sam ple c h e c k  o f  the R T  12 re tu rns revealed 
th a t against an  average price o f  R s 15.55 per kg. in D ecem ber, 
1982, the prices reported  fo r va luation  p u rp o se s  w ere unduly 
low in the  case o f  som e im p o rta n t m an u fac tu res  and users 
o r phenolic  resin . T he p rices o f  th e  p roduc ts  w ere low er 
than Rs 10 p e r kg. in  th e  case o f  these m an u fac tu re rs . Such 
v a ria tio n  is difficult to  explain  even i f  so m e allow ance is 
m ade fo r differences in q u a lity  be tw een  m anufactu rers.

F o r L D P E  films, th e  value w as strik ing ly  low  in respect 
o f  one im p o rtan t fac to ry  in C h an d ig a rh  co llec to ra te. T he 
re lev an t figures are  given below :

TABLE 3.5 
November, 1982

Production
Removal

63,501 kgs.

Outside the factory 
Within the factory

1,231 kgs. 
6,2663 kgs. 

Rs 10,11,776
Rs 2,94,766

Value
Duty (Basic)



There are  th ree  facto ries m anufac tu ring  LD PE. An 
exam ination  o f  the  assessable value o f  these factories during 
the  period  A pril to  June, 1982 show ed th a t there  w ere large 
varia tio n s in the ir assessable value, as w ill be evident from  
the fo llow ing  table:

TABLE 3.6 
Lovr-Density Polyethylene

Factory
Removal during 

April to June, 
1982 
(tonne)

Assessable Value 
Total Per tonne 
(Rs ’000) (Rs)

IPCL 17,949 2,23,447 12,449
UCIL 3,672 51,203 13,944
ACCI 2,572 27,951 10,867

I t w ould be seen th a t the assessable value per to n n e  in 
respect o f  A C C I is 87.3 per cent o f  the  assessable value o f  
IPC L  and  77.9 p er cent o f  the assessable value o f  U C IL . 
The difference m ay be due to  the fact th a t IPC L  and  U C IL  
are  naph tha-based  w hereas A C C I is alcohol-based. Even 
so, such differences ap p e a r to  be som ew hat in trigu ing .

T here  have been num erous d ispu tes over va luation  in 
C en tra l Excise. Som etim es, the C o u rts’ in te rp re ta tio n  o f  the 
law  on  the p o in t h as  been conflicting. The question  w hether 
post-m anufactu ring  expenses should  be included  in  the excis­
able value has been a m atte r fo r  d ispu te  u n til the  recent 
judgem en t o f  the  Suprem e C o u rt. T o  w hat ex ten t the un­
ce rta in ty  on  the p o in t affected the collection o f  du ty  under 
item  15A is no t know n. Even a fte r th e  law  is se ttled  on the 
question , the  scope fo r  evasion th ro u g h  u n d erv a lu a tio n  will 
rem ain . H ow ever, the  ex ten t o f  such evasion is difficult to  
q uan tify  a t the aggregate level and  has to  be found  o u t case 
by case, w hich is beyond the  scope o f  th is  study.

Abuse o f Concessions in the Sm all-Scale Sector

A n o th er p o ten t source o f  tax evasion is the  m isuse o f 
concessions given to  the  sm all-scale sector. P rio r to  M arch , 
1978, sm all m an u fac tu rers  o f  com m odities under the  C en tra l



Excise co n tro l enjoyed concessions based on vary ing  c rite ria  
fo r  d ifferent com m odities. In  the  1978 B udget, an  a ttem p t 
w as m ade to  ra tionalise  the  s truc tu re  o f  exem ption o f  sm all 
m an u fac tu rers . W ith th is end  in  view , 69 excisable com m odi­
ties w ere specified an d  full exem ption was given fo r  clearances 
u p to  Rs 5 lakh  in  respect o f  m anufactu rers, w hose to ta l 
c learances, fo r dom estic  co n sum ption  o f  the  specified goods, 
d uring  th e  preceding  financial year d id  n o t  exceed R s 15 lakh . 
C onsequen tia l changes w ere m ade sim ultaneously  in  the  exist­
ing  exem ptions re la ting  to  sm all m an u fac tu rers , w herever 
applicable, an d  th e  changes w ere enforced w ith  effect from  
the 1st A pril, 1978- T he an n u a l loss o f  revenue due to  this 
change was estim ated  a t  R s 28 c ro re .

O ne m ore item  w as added  la te r  and  a t  th e  tim e o f  the  
in tro d u c tio n  o f  the  F inance (N o . 2) Bill, 1980, 70 specified 
item s w ere covered u n d er the  general schem e o f  exem ption 
fo r sm all m an u fac tu rers . The scope o f  the  schem e was w iden­
ed by including th ree  m ore item s, viz., (1) certa in  specified 
chem icals; (ii) artificial o r synthetic resin  an d  p lastic  m ate­
rial; and  (iii) all varieties o f  p ap e r an d  paper bo ard  an d  a  
com prehensive no tifica tion  N o. 80/80 C E w as issued on  the 
19th June, 1980. This no tification  also provided  add itional 
re lief in excise d u ty  to  th e  ex ten t o f  25 per cen t o f  the  d u ty  
leviable on  each o f  th e  item s in respect o f  un its w hich were 
eligible fo r the said  exem ption and  w hose clearances exceeded 
R s 5 lakh, in a  financial year. T he concessional ra te  was 
m ade applicable on clearances u p to  a  value o f  Rs 10 lakh in 
excess o f  the clearance o f  Rs 5 lakh . F o r becom ing eligible 
fo r the concessions, the  aggregate  value o f  clearances o f  the  
specified goods fo r hom e co n sum ption  should  no t have 
exceeded R s 15 lak h  o f  the specified goods o r  o f  R s 20 lakh  
o f  all excisable goods m anufactu red .

F rom  1.4.1981, the  existing lim it fo r du ty -free clearances 
w as raised  from  Rs 5 lak h  to  R s 7.5 lakh, per annum . Thus, 
from  1.4.1981, fu ll exem ption  was available on the  first clear­
ances o f  Rs 7.5 lakh  o f  specified goods in  a  financial year 
to  a m anufactu rer, w hose clearances o f  such goods from  one 
oe m ore fac to ries d u rin g  the preceding  financial year d id  n o t 
exceed Rs 15 lakh , b u t w here the  m an u fac tu rer w as also



engaged in the p roduction  o f  o th e r excisable goods, the value 
o f  all excisable goods should no t have been in excess o f  Rs 
20 lakh. F u rth e r , fo r such m anufactu rers , fu rth e r clearances 
o f  specified goods o f  Rs 7.5 lakh  were chargeable to  duty  a t 
only 75 per cen t o f  the C en tra l excise duty  leviable thereon .

W ith effect from  th e  financial year 1983, the general 
schem e was again  m odified and  is now  applicab le  to  67 speci­
fied item s. The lim it o f  du ty -free  clearance has been reduced  
again to  R s 5 lakh. F o r clearances in excess o f  Rs 5 lakh  
u p to  Rs 25 lakh , reduced ra te  equal to  75 per cen t o f  the 
effective du ty  would be chargeable. In  the  earlie r schem es, 
there were tw o eligibility lim its o f  R s 15 lakh and Rs 20 lakh 
relating  to  the clearances o f  specified goods and  the clearances 
o f  all excisable goods respectively. U nder the  new schem e, 
there  is only one eligibility lim it o f  Rs 25 lakh  re la ting  to  
clearances o f  all excisable goods. U n d e r the new schem e, for 
the pu rpose  o f  com puting  the  aggregate value o f  clearances, 
the value o f  goods com pletely  exem pt from  duty  is no t to  
be taken  in to  acco u n t. As in the old schem e, in the new 
schem e also, sm all m an u fac tu rers  o f  artificial o r synthetic  
resins and  p lastic  m ateria ls and  o th e r specified m ateria ls 
under ta riff 15A(1) are  covered.

F rom  the  preceding discussion, it w ould  be seen th a t 
artificial or synthetic  resins and p la s tic  m ateria ls  were b rough t 
under the general schem e o f exem ption  fo r small m anufac­
tu rers only from  June, 1980. I t  is to  be noted th a t initially 
(i.e ., in June, 1980) the  exem ption w as g ran ted  only to  sub- 
item  (1) o f  ta riff  item  15A and  th a t in the year o f  its in tro d u c ­
tion , it was estim ated  th a t th is re lie f m easure w ould cost the 
exchequer Rs 1 crore annually . In 1981-82, w hen the d u ty ­
free lim it was raised  from  Rs 5 lakh  to  R s 7.5 lakh per 
annum , the revenue loss was estim ated  a t Rs 4.00 crore  fo r 
all the  72 specified com m odities. S epara te  estim ate  fo r  ta riff 
item  15A( I) is no t available. H ow ever, it could roughly  be 
placed a t R s 12 lakh  (vide T able  3.7).

T aking in to  acco u n t the possible g ro w th  in clearances 
and  increase in  prices, the revenue cost o f  the re lie f to  sm all 
un its m ay be placed a t R s 1.20 crore  in the year 1981-82.



I. Estimate of relief for 69 commodities 
1968

28.00

2. Estimate for relief of 8 commodities 
added in 1980

Plastics Tariff item 15A (1) 1.00
Paper Tariff item No. 17 0.87
Chemicals Tariff item 14 AA 0.13

2.00
3. Estimated relief due to 25 per cent

concession over certain clearances 4.50
4. Total of 1 and 2 and 3 34.50
5. Additional relief in 1981 for 72 items 4.00
6. Share of plastics 4.00 X 1.00 

34.50

Source: Memorandum explaining provisions o f the Finance Bill— 
various issues.

T here is, how ever, reason  to  th in k  th a t the  cost o f  the 
concession to  sm all un its m ay be m uch m ore th an  Rs. 1.20 
c ro re . F o r, firstly, the  estim ate o f  revenue cost seems to  be 
based prim arily  on th e  revenue w hich w ould  have  been 
payable by un its w ith  clearances betw een R s 7.5 lakh and 
R s 15 lak h  h ad  there  been no concession. I t  does n o t include 
the  revenue fo rgone in respect o f  p roducers w ith clearances 
below  R s 7.5 lakh . W hat is m ore, the  concession provides 
scope fo r  evasion by sp litting  u p  u n its  w ith c learances above 
the  c ritica l lim it.

To w hat extent this is resorted  to  in p rac tice  is difficult 
to  specify, again because o f  absence o f  in fo rm ation  from  an 
independen t source regard ing  the num ber o f  small un its and 
th e ir p ro d u c tio n .

F ro m  d a ta  availab le  from  the  A nnual Survey o f  Industries 
(ASI) it appears th a t in  1975-76, 1976-77 and 1977-78 there 
w ere m ore th an  1,500 factories producing  “ plastic p roducts 
no t elsew here classified”  (N IC  303) an d  the value o f  their 
p roduction  was o f  the o rd er o f  Rs 210 to  340 cro re  a year 
(vide T able 3. 8).



TABLE 3. 8
Manufacture of Plastic Products Not Elsewhere Classified 

(Except House Furnishing)

Facto­ Fixed All Total Value of
Year Sector ries capital workers output product 

per fac­
tory

(number) (Rs lakh) (number) (Rs lakh) (Rs lakh)

1975 76 F.S. 1175 3551 21764 14523 12.36
C.S. 156 1588 8636 6326 40.55

1976-77 F.S. 1335 3923 24505 22175 16.61
C.S. 184 2003 9595 9811 53.32

1977-78 F.S 1313 4635 25698 24837 18.92
C.S 84 1773 8462 9483 112.89

Notes: F.S. Factory Sector 
C.S. Census Sector 

Source: Annual Survey of Industry

The to ta l num ber o f  factories paying excise d u ty  under 
15A was less th an  750 in the years ju s t  m entioned. The 
value o f  clearances o f  p roducts under 15 A (2) does no t seem 
to  have exceeded Rs 60 crore  in any year. I t is possible th a t 
m any o f  the products com ing under N IC  303 are exem pt from  
duty  and som e are possibly taxed under o ther ta riff  heads o f  
C en tra l Excise. Even, so, the large gap seems som ew hat 
puzzling.

Concluding Remarks

In the preceding sections an a ttem p t has been m ade to  
exam ine the possibility o f  evasion o f  excise du ty  on plastics 
and the devices adop ted  fo r evasion. It w as, how ever, n o t 
possible to  quan tify  the m agnitude o f  evasion because o f 
in trac tab le  problem s. The problem s stem from  the follow ing 
factors:

(i) The tariff item  in question  is com posed o f  a h e te ro ­
geneous g roup  o f  com m odities and  raw  m ateria ls  w hich have 
several o ther a lte rna tive  uses. I t  w as no t possible to  re la te  
o u tp u t to inpu t in the absence o f  d a ta  on the raw  m ateria ls 
used and  the final products:



(ii) varying ra tes o f  ad  valorem  duty  have been prescribed 
and  sta tistics for various p roducts  are  n o t m ain tained  sepa­
rately. Besides, w herever th e  sam e rates have been p rescri­
bed, sta tistics regard ing  p roduction  o f  several a rtic les are  
mixed tog e th er;

(iii) N um erous notifications giving p a rtia l o r com plete 
exem ption from  du ty  have been issued from  tim e to  tim e and 
there have been frequen t changes in  the  incidence o f  du ty . 
S tatistics o f  p ro d u c tio n , clearances, etc., separately  to  show  
the im pact o f  each notifica tion  are  e ither no t m aintained 
o r  are m ain tained  in  vary ing  un its rendering  any com parison  
difficult. I t  is understood  th a t sta tistics on value o f  clearances 
a re  collected, bu t these are no t given in the S tatistical Y ear 
B ook. F igures o f  clearances are given in quan tities only. 
T hus a valuable  item  o f  in fo rm ation  rem ains unutilised  ;

(iv) S ta tistics on  m ateria l u tilisa tio n  are n o t com piled 
centrally and  hence com parab ility  o f  conversion  ra tio s  o f  
raw  m ateria l in to  p roduc t in different m anufactu res is n o t 
possible;

(v) In fo rm atio n  collected  an d  com piled is m ostly  tariff- 
o rien ted . F o r  review ing ta riff  as well as fo r  studies on  
evasion , tradew ise  in fo rm ation  is essential. I t  w ould  be 
helpful to  have an  an n u a l re tu rn  fro m  producers giving trad e  
nom enclature-w ise  in fo rm ation  on  p ro d u c tio n , e tc ., to  be 
collected e ith er by C en tra l Excise au th o ritie s  o r  by D G T D . 
This w ill s treng then  th e  d a ta  base fo r  estim ating  to ta l p ro d u ­
ction . I t  m ay be added  th a t  de tailed  trad e  nom encla tu re- 
w ise in fo rm atio n  is either n o t collected by any o th e r o rgan i­
sa tion  an d  i f  collected i t  becom es obsolete  by the  tim e it is 
to  be  p u t to  use;

(iv) The p lastic  industry  is in  the developing  stage. New 
p roducts are  com ing up, and  old  p ro d u c ts  are  finding varied 
uses. T echniques o f  m anufac tu re  an d  processing are  a lso  
changing. In  view  o f  these fac to rs , classification problem s 
arise all the  tim e. Loss o f  revenue th rough  m isclassification 
unless deliberately  reso rted  to  can hard ly  be called evasion 
and  yet the G overnm en t loses revenue. Since each case o f  
m isclassification is unique in itself, i t  becom es difficult to 
quan tify  evasion due to  these factors a t the m acro  level; and



(vii) Lastly, som e im p o rtan t revenue-yielding products 
are m anufactu red  by a few m anufactu rers. F o r exam ple, 
there  is only one m an u fac tu rer o f  H D P E  and polypropylene, 
only tw o  fo r  polystyrene, while for L D PE, there are  three 
and these th ree p roduc ts  accou.it for a sizeable p o rtion  o f 
the  revenue from  the industry . Investiga tion  regarding 
evasion in such cases has to  be u n dertaken  a t the m icro­
level, especially w hen tw o  o r three concerns m anufactu ring  
the sam e p ro d u c t are  using different m ateria ls  fo r  p roduction . 
In  the case o f  L D PE, o u t o f  three factories, tw o are  napha- 
based and the th ird  alcohol-based . G iven th is background , 
a m acro-level study o f  evasion  can n o t possibly m ake m uch 
headw ay in detecting  evasion.

H ow ever, a rough  estim ate  o f  the  m agnitude o f  evasion 
was a ttem p ted  on the basis o f  a lte rn a tiv e  assum ptions. The 
findings may be sum m ed up as follow s:

a. Evasion through under-reporting. N o estim ate  was 
possible o f  the ex ten t o f  evasion th ro u g h  under-reporting  o f 
p roduction  o f  p lastic  m ateria ls  w hich a re  taxable under 15A 
(1) because o f  severe d a ta  problem s.

So fa r as articles d u tiab le  under item  15A (2) are co n ­
cerned, the q u an tum  o f  evasion m ay be ab o u t 5 p er cen t o f  
the  po ten tia l in the  case o f  rigid PVC. The percen tage may 
be higher in the  case o f  flexible item s. D ue to  the h e te ro ­
genous n a tu re  o f  non-PV C  item s, it is difficult to  apply the 
p o ten tia l p ro d u c tio n  app roach  to  estim ate  evasion w ith the 
w ith  the p resen t state o f  s ta tis tica l d a ta .

As fo r p ro d u c ts  du tiab le  under item  15A (3), the u tilisa t­
ion  o f  raw  m ateria ls per u n it o f  p ro d u c tio n  o f  po lyurethane 
foam  did n o t show  significant varia tion  as betw een factories. 
In  the case o f  articles o f  po lyu re thane  foam , no  com parison  
betw een the estim ated  p o ten tia l and  the ac tua l p ro duc tion  
could be a ttem p ted  as the  ac tu a l p ro d u c tio n  figure o f  the 
articles o f  po lyu re thane  foam  is repo rted  in heterogeneous 
units.

b. Evasion through m isclassification. A m biguity  in  the  
definition o f  the tariff item  facilitates evasion th ro u g h  m is­
classification. In  1981-82, tw o  facto ries evaded duty  to  the



tune o f  Rs 63 lakh by paying  duty  on phenol form aldehyde 
m oulding pow der m anufactu red  by them  at the low er ra te  
applicable to  phenolic  resin. A gain, a  sizeable am o u n t o f  
du ty  appears to  have been evaded by tak ing  advantage o f 
im precision in the  crite rion  o f  flexibility applied in the case 
o f  non-PV C  rigid articles. T he evasion could be con ta ined  if 
the  A m erican S tandard  o f  flexibility was applied .

In  several cases there have been d isputes regard ing  the 
ta riff head under w hich  a given p lastic  p roduc t ough t to  be 
taxed. The recent fo rm ula tion  o f  the  defin ition  o f  articles 
du tiab le  under 15A (2) has im parted  som e precision  to  the 
ta riff  head  and  considerably reduced the scope o f  avo idance 
and  disputes. M oreover, the in tro d u c tio n  o f  a un ifo rm  duty 
ra te  o f  30 per cent ad  valorem  on all the three products 
dutiable under the head , viz., rig id  PVC articles, flexible PVC 
articles and  rigid articles m ade ou t o f  non-PV C  m ateria l has 
also served to  m inim ise the scope fo r evasion th ro u g h  m is­
classification.

c. Evasion through undervaluation. Very high ra tes o f  duty  
on some item s c rea te  an  im petus am ong  m anufactu rers for 
undervalu ing  the ir p ro d u c ts  and  thereby to  evade d u ty . Prices 
for v a lua tion  purposes for pheno lic  resin w ere unduly  low 
in the  case o f  certa in  m an u fac tu rers , giving rise to  susp icion  
o f  evasion. L ikew ise, the price o f  LD PE  films for one m anu­
fac tu rer w as abnorm ally  low , bearing, prim a fa c ie  evidence 
o f  evasion. A gain, w ide differences in the assessable value o f 
LD PE  produced  by th ree  m anufac tu rers ap p ear to be som e­
w hat in trigu ing  and  call fo r som e deeper p robe  th a n  was 
possible to  u n d ertak e  fo r th is study.

d. Evasion through abuse o f  concessions to the small-scale 
sector. The actual resource cost o f  concession to  sm all units 
is in all p robab ility  substan tia lly  higher th an  estim ated . The 
concession prov ides scope fo r evasion by sp litting  up  units 
w hich w ould o therw ise have clearances above the  critical 
lim it. I t is difficult to  m ake any precise estim ate  o f  evasion 
th ro u g h  the  device o f  sp litting  up  u n its  but large gaps are  
no ticeable  in  the d a ta  regard ing  the value o f clearances as 
rep o rted  by the  Excise D ep artm en t and  the p roduction  da ta



th row n  up by the  ASI. The reasons for such w ide v a ria tio n  
are  no t very clear. P a rt o f  the varia tio n  can perhaps be 
a ttr ib u te d  to evasion by sm all units.



4

Conclusions and 
Recommendations

O ur study  o f  revenue from  excise du ty  on p lastics, w hich 
was u n d ertak en  prim arily  from  the  angle  o f  evasion , show ed 
th a t the  revenue has stead ily  g row n  over the years. B etw een 
1970-71 an d  1982-83, excise revenue from  plastics grew a t the 
com pound ra te  o f  15.6 per cen t per annum . The revenue 
g row th  has beeen m uch faste r than  the g row th  in the p ro d ­
uction o f  som e o f  the basic p lastic  m aterials, viz., therm osets 
and  therm oplastics. The p roduction  o f  therm osets increased 
during  th is  period  in  term s o f  quan tity  a t  the  ra te  o f  1.3 per 
cent (from  6183 tonnes to  8166 tonnes) and  th a t o f  th e rm o ­
p lastics a t the ra te  6.9 per cent (from  95987 tonnes to 
21, 7, 096 tonnes). C onsum ption  o f  therm osets has also 
increased bu t only a t the ra te  o f  1.7 per cen t w hile th a t o f  
therm op lastics increased a t the ra te  o f  11.1 per cent per 
annum . T hus, judg ing  by the g row th  o f p roduc tion , the 
revenue grow th  does n o t ap p ea r to  be inadequate.

H ow ever, there was a sharp  rise  in the price o f  p lastic  
m ateria ls  during  the  seventies, reflecting the escalation in 
prices o f  petro leum -based  m ateria ls, The price o f  L D PE 
increased from  Rs 5,130 per tonne in 1971 to  ab o u t Rs 22,000 
per tonne in 1982, registering an  increase o f  ab o u t 14 per cent 
per annum . The prices o f  o th e r p lastic  m aterials, H D P E  and 
PVC, have also increased  significantly a t ra te s  varying 
betw een 12 and  14 per cen t per annum . Viewed against the



background  o f price increase o f  th is o rder and  increase in 
p ro d u ctio n  and  consum ption  noted  above, the  g row th  o f  
revenue from  p lastics does n o t seem to  have been com m en­
surate  w ith  the value o f  the p roducts consum ed in the 
econom y. T here w ere no significant changes in the s tructu re  
o f  duty during  th is period . Some relief was given in the form  
o f  set-off fo r d u ty  paid  a t the earlier stages, bu t, on the 
w hole, the nom inal incidence rem ained  m ore o r less the sam e 
during  the  seventies. The ra te  o f  duty  on certa in  resins and 
pow ders was reduced  only in 1982. One w ould , therefore , 
have expected a fa s te r  g row th  o f  revenue from  the item  than  
is actually  observed. Prime fa c ie , it w ould thus ap p ear th a t 
revenue from  p lastics has n o t kep t pace w ith  the increase in 
the volum e o f  p ro d u c tio n  and prices a lthough  the du ty  is 
levied a t a d  valorem  ra tes.

I t  w ould , how ever, n o t be ap p ro p ria te  to  conclude th a t 
the  ap p aren t lack o f  e lasticity  in the revenue from  plastics 
w as caused only o r  even m ain ly  by evasion. F o r, firstly, 
even though  the ra te  o f  duty did no t undergo m uch change 
d u rin g  the  period , th e  effective coverage o f the item  15A 
varied from  tim e to  tim e because o f  the opera tio n  o f  the 
concessions g ran ted  th ro u g h  notifications, the  exact im pact 
o f  w hich c an n o t be easily determ ined . Secondly, fo r a he te­
rogeneous item  like p lastic s , in exam ining w hether revenue 
h as k ep t pace w ith p ro d u c tio n  and  prices one should proced 
item  by item , th a t is, com pare the figures o f  p roduction  and 
prices w ith  the  revenue from  and  clearances o f  each item  in ­
dividually . T h is w as n o t possible because o f paucity  o f  data . 
M oreover, the  bulk o f  the duty  is collected from  m aterials 
used fo r m an u fac tu rin g  plastics and  these m ateria ls are 
produced  m ainly  by a  few large producers, som e o f  whom  
are in the public sec to r. P lastic  p ro d u c ts  except a few speci­
fied ones a re  exem pt from  duty . N evertheless, the  possibility  
o f  evasion o f  sizeable revenue can n o t be ru led  ou t especially 
in view o f the  fact th a t the to ta l revenue from  the item  has 
n o t grow n com m ensura te ly  w ith  the increase in  the p ro d u ­
ction an d  p rices o f  p lastic  m ateria ls. The num ber o f  p ro ­
ducers in the case o f  some item  like resins and  films is also 
large and  th is gives rise to  the  possibility  o f  evasion. H ence,



it is necessary to  exercise vigilance and  to  explore w ays in 
w hich the scope fo r evasion can be reduced . The possible 
lines on  w hich m easures could be taken  tow ards th is  end are 
briefly indicated  below .

a. M easures fo r  reducing under-reporting. T he m ost profi­
table m ethod o f  evading taxes is u n d er-rep o rtin g  o f  p ro d u ­
ction. This no t only helps to  evade excise duty  b u t also 
o th e r taxes like sales tax  and  incom e tax . I t  is w idely believed 
th a t the  prac tics o f  u n d er-repo rting  production  is quite  
com m on in m any industries.

W hether and , if  so, to  w hat extent u n d er-repo rting  is 
reso rted  to  in p lastics is difficult to specify w ith any degree 
o f  precision a t the aggregate level because o f  the heterogene­
ous charac ter o f  the  industry  and  the a lternatives available in 
the m atter o f  choice m ateria l o u t o f  w hich the  p roduc ts  can 
be m anufactu red . H ence, re la ting  inpu ts to  the  p roduction  
o f  the  final p ro d u c t by using any  conversion  no rm  becomes 
difficult a t  the  aggregative level. Even so, since under-repo rt­
ing o f  production  presupposes concealm ent o f  in fo rm ation  on 
consum ption  o f  inputs, an effective way o f  checking evasion 
is to  m onito r the in p u t and  o u tp u t figures both  in the aggre­
gate as well as a t the  fac to ry  level a t least fo r the  m ajo r item s. 
In  o rder to  m inim ise the possibility  o f  under-repo rting , it  is 
necessary to  devise a m ethod  o f  re la ting  in p u ts  to  ou tp u t fo r 
the  m ain p lastic  p ro d u c ts . In the  case o f  m ajor p lastic  
m aterials like polyethylene, po lypropylene and  PVC, it should 
no t be difficult to  exercise a check in this way since b o th  the 
products o f  these item s as well as suppliers o f  raw  m ateria ls 
are  lim ited in n u m b er' E xam ination o f  the co rre la tio n  o f  the 
entries in the raw  m ateria ls reg ister o f  the p roducers w ith 
co rrespond ing  en tries o f  suppliers should  help  to  check leak­
age. H ow ever, th is  can  be done only a t the fac to ry  level. In 
the case o f  p lastic  p ro d u cts  like sheets, films and  sheeting 
also, the suppliers o f  m ateria ls  a re  n o t very large in num ber 
and  hence it shou ld  be possible to  check w hether the  supplies 
are duly accounted fo r by the p roducers.

Once som e effective co n tro l is exercised on the  in p u t o f 
raw  m ateria l, the  next step  is to  co rre la te  p ro duc tion  to  the 
utilisation  o f  the  raw  m ateria ls. I t appears th a t d a ta  on raw



m ateria ls  are  collected at the field level bu t these are  no t 
com piled centrally . I t  is suggested th a t the  in fo rm ation  avail­
able from  the  raw  m ateria l re tu rn s  should  be com piled by 
the  Excise D ep artm en t cen trally  and  an a ttem p t should be 
m ade to  co rre la te  the inpu ts  w ith  the p ro d u c tio n  figures on 
the basis o f  in fo rm ation  com piled  from  the R T  12 re tu rns. It 
w ould facilita te  such com parison  if  a separa te  re tu rn  was 
ob tained  annually  from  producers giving deta ils  o f  their p ro ­
duction  accord ing  to  the prevailing  trade  nom enclature . N orm s 
o f conversion ra tio s  o f  inpu ts in to  o u tp u ts  m ay then  be w ork ­
ed ou t in co n su lta tio n  w ith  the industry  so th a t any  signi­
ficant deviation  from  the  norm s could be identified for 
possible leakage.

The prob lem , how ever, is n o t sim ple in the case o f  polyu­
re th an e  foam . The raw  m ateria ls  for this com m odity are 
m ostly  im ported  from  o th e r coun tries on O G L. U nless the 
im port figures o f  these raw  m ateria ls are com piled separately 
a t the  p o rts  o r  by the  D G C I & S and  m ade available to  som e 
centralised  agencies, it may n o t be possible to  check w hether 
the  im ports are  duly accoun ted  fo r by consum ption  o f  m an u ­
facturers o f  foam  and  foam  p ro d u c ts . I^ence it is suggested 
th a t fo r these item s som e con tra lised  agency should be m ade 
responsible fo r co rrelating  im ports  to  receip ts by the factories, 
and for m on ito ring  o u tp u t figures in o rd er to  see th a t the 
to ta l p ro duction  is com m ensurate  w ith the in p u t consum ption .

A nother com m on source o f  leakage o f  revenue is un d er­
repo rting  o f  p roduction  by taking undue ad van tage  o f  the 
exem ption g ran ted  to  sm all units. As will be seen from  the 
discussion on the s truc tu re  o f  duty  on p lastics in C h ap ter 2, 
the  bulk o f  the  revenue from  plastics com es from  sub-item - 
15A (1). T he m ajo r p a r t o f  the  p ro d u c tio n  o f  item s falling 
under 15A(1) takes place in the large factories. W hile there  
are a num ber o f  sm all units p roducing  resins o f  various k inds, 
these are  m ostly  for their ow n captive consum ption . In  any 
case, sm all u n its  p roducing  m ateria ls taxable under 15A (1) 
have been exem pted from  du ty  liability  subject to  the specified 
lim its o f  c learances. The possib ility  o f  evasion th ro u g h  the 
m isuse o f  th is exem ption can n o t be ru led  ou t bu t the  m agni­
tude is unlikely to  be very large. I t  is, how ever, no ticed  th a t



in the p ast changes have often been m ade in the exem ption 
lim it fo r sm all un its as well as in the eligibility criteria . Too 
frequen t changes in th e  law  create problem s in enfo rcem ent 
and  should , as fa r as possible, be avoided.

Item s dutiab le  under item  15A (2) are  also produced  in 
the sm all sec to r. B ut here again, the  bulk  o f  the p roduction  
com es from  relatively  large units. In any case, p lastic p ro ­
ducts except films, sheets, sheeting, board s and  lay-flat tubing 
are now  exem pt from  duty . The item s w hich are taxed are 
generally produced  in the  big and  m edium -size factories. 
Exem ption is given to  sm all-scale un its w ith  reference to  the 
size o f  investm ent in p lan t and  m achinery. This can no doub t 
prov ide scope fo r evasion by sp litting  up  m edium -size units. 
H ow ever, the possib ility  o f  evasion on large scale by m isusing 
th is concession m ay n o t be very high.

b. M easures fo r  reducing misclassification. A  widely p rac ­
tised m ethod o f  evading du ty  on com m odities w hich are 
taxed selectively o r  a t varying ra tes  fo r d ifferent p roducts  o f  
the same industry  o r  fo r essentially sim ilar p roducts, is m is­
classification. M isclassification has been a source o f  revenue 
leakage in p lastics too , though  the ex ten t is difficult to  spe­
cify. T he scope fo r m isclassification o f  du ty  payable under 
15A (1) arises from  differential trea tm en t o f  apparen tly  sim ilar 
p roducts, viz., m aleic resins, alkyd resins and phenolic resins. 
Earlier, only alkyd resins were exem pt while the o th e r tw o  
bore  duty  a t ra tes vary ing  betw een 15 and  20 per cent. The 
three resins look alike. H ence, there was scope fo r m isclassi­
fication. A t presen t, m aleic resins have also been exem pt 
from  duty bu t phenolic resins are subject to  tax a t the ra te  o f  
20 per cent. The scope fo r m isclassification has thus been 
reduced so fa r as alkyd and  m aleic resins are  concerned bu t 
classification betw een these tw o resins on the  one hand  and  
phenolic resins on the  o th e r can give rise to  evasion.

F u rth er, tw o different ra te s  have been prescribed fo r fo r­
m aldehyde resin and m oulding pow der on the one hand  and 
phenolic, on the o ther. This can also create confusion. The 
confusion can be rem oved e ith er by prescrib ing  the sam e ra te  
o f  duty  fo r all the three or by defining phenolic resin  as ex­
cluding form aldehyde resin. I t  is also  suggested th a t low er



ra ies should be prescribed fo r blends o f  alkyd including 
fum eric resin, phenolic  resin and  terpene phenolic resin , as in 
the absence o f  such rates these resins becom e liable to  the 
ra te  o f  40 per cent ad-valorem, thus encouraging  evasion and 
litigation .

As for m isclassification under 15A (2), classification d is­
putes were m any when the coverage o f  th is sub-item  was 
w ide. W ith restric ted  coverage o f  the item  as contem plated  
now , the chances o f  m isclassification have been reduced. Still, 
there  are areas w here am biguity  rem ains and m isclassification 
can be used as a device fo r evading d u ty .

So fa r as p lastic  p roducts are concerned, the general 
exem ption is based on a classification o f  PVC and  non-PV C  
products and  on w hether they are  rigid o r flexible. PVC p ro ­
ducts are  all taxable  while non-PV C  item s a re  taxable dnly 
if  they are rigid. As n o ted  earlier, the crite rion  o f  rigidity  
applied in p rac tice  led to som e problem s as the  ind u stry  
som etim es classifies p ro d u c ts  w hich are rigid by the s tan d ard  
con tem plated  in the excise laws, as sem irigid and thus flexible. 
H ow ever, the  problem  seems to  have eased som ew hat as films 
o f  thickness o f  n o t m ore than  0.25 m m . have now been 
exem pted from  du ty . But the criterion  used earlier in term s 
o f  m odulus o f  elasticity  still rem ains. A lthough  films o f  th ick ­
ness g reater th an  0.25 m m . are  m ostly rigid, the possibility  o f  
m isclassification and d isputes rem ains. H ence, it m ight be 
helpful i f  the crite rion  in term s o f  elasticity  is w ithd raw n  and 
bo th  flexible and  rigid item s o f  non-PV C item s m ade taxable.

I t  is to  be no ted , how ever, th a t in the case o f  
PVC films, it appears th a t there has been a decline in  the 
production  by calendering units since 1977. PVC films can be 
produced  by calendering o r by ex trusion . PVC films o f  m ore 
than  0.25 m m . th ickness are now  exem pt from  duty  if  p ro ­
duced by the ex trusion  process in a sm all-scale un it. The 
decline in the  production  o f  films m anufactu red  th rough  
calendering m ight be the result o f  som e diversion in  p ro d u ­
ction  from  calendering to ex trusion  or plain evasion. The 
ra te  o f  excise du ty  on calendered PVC films is 31.5 per cent. 
As T ariff item  15A is covered by Rule 56A procedure, the 
excise du ty  paid  on the resin is adjusted , bu t still th ere  is a



price advan tage  o f  approx im ately  20 per cen t in  the sm all 
un its since no excise du ty  is payable on films extruded in 
sm all units. I t is learn t th a t there has been a substan tia l 
g row th  o f  ex truder un its in the sma.ll-scale sector. The exem ­
p tio n  fo r sm all un its m anufactu ring  PVC films th ro u g h  ex tru ­
sion needs to  be review ed.

c. Undervaluation. W here the tax is ad valorem, valuation  
proves an  in trac tab le  problem  and , as is w ell-know n, u n d er­
valuation  is w idely resorted  to  in evading the tax. In  plastics 
to o  undervaluation  is repo rted  to  be fairly com m on b u t a 
so lu tion  to  the problem  is no t easy to  find. F or, prices can 
vary substan tia lly  sim ply because o f  varia tions in  quality , and  
deliberate  u n d erva lua tion  is difficult to  estab lish  w ith evid­
ence. In  polyethylene, fo r instance, in Septem ber, 1982, the 
average value inclusive o f  duty  varied from  Rs 14,230 to  Rs 
18,326 per tonne w hereas the  m arket price (w holesale) varied  
from  Rs 18,250 to  Rs 21,700 per tonne. Sim ilarly , in PVC, 
the assessable values ranged from  Rs 12,011 per tonne  to  
Rs 13,452 p er tonne while m arket prices varied from  R sl7 ,000  
to  Rs 22,550 per to n n e . W hether the  gap is due to  u n d er­
v a lu a tio n  can n o t be sta ted  w ith certa in ty  w ith o u t looking  a t 
the  quality  o f  the  p roduct o f  each factory .

U n d er the excise law , value has been defined as the norm al 
price, i.e., the  price a t w hich goods are  o rd inarily  sold by 
the assessee to  a buyer in the course o f  w holesale trad e  fo r 
delivery a t the  tim e and place o f  rem oval, w here the  buyer 
is n o t a re la ted  person and  the price is the sole consideration  
fo r the sale. The concept though  apparen tly  sim ple has led 
to  a lo t o f  litiga tion . The onus o f  proving sale to  a related  
person rests w ith the assessing au th o rity  and  th is is n o t easy 
to  discharge. H ence m any cases o f  undervaluation  have gone 
undetected  because o f  lack o f  adequate  evidence. The courts 
also have been som ew hat liberal in absolving the  assessees o f  
the charge o f  u n d erva lua tion  w here c lear-cu t p ro o f  o f  the 
sale to  the related  person could not be estab lished . A lthough 
no conclusive evidence is available, as noted in C h ap te r 3, 
there are ind ications th a t undervaluation  is resorted  to  in 
plastics to  m inim ise the incidence o f  duty . H ence it is nece­
ssary to  consider w hether a lte rn a tiv e  m odes o f  assessm ent



such as taxa tio n  th ro u g h  a  specific levy can  be used to  stop  
leakage o f  revenue th ro u g h  u n d erv a lu a tio n .

A d  valorem  assessm ent has m any advan tages in  th a t w ith  
every increase in price, revenue au to m atica lly  goes up. Being 
p ro p o rtio n a l to  value, a d  valorem  tax a tio n  also  helps to  m iti­
gate the  regressive n a tu re  o f  a  com m odity  tax . H ow ever, 
a d  valorem  levies crea te  scope fo r evasion th ro u g h  m anipu la­
tio n  o f  value.

Leakage o f  revenue th ro u g h  undervaluation  can be checked 
to  som e ex ten t and  a t th e  sam e tim e the  m erit o f  ad  valorem  
can be p a rtly  re ta in ed  i f  ad  valorem  assessm ents a re  replaced 
by ad  va/orem -cum -specific ra tes  o f  tax. As tbe  T ariff item  fo r 
p lastics com prises a num ber o f  heterogeneous goods, each 
w ith  its  ow n specific characteristics, it should  be possible to 
prescribe ad  va/orem -cum -specific ra te s  in  a  num ber o f  cases. 
T he share  o f  specific and  ad  valorem  com ponen ts could  be 
decided in  the  light o f  fac to rs like th e  p rice  o f  the  goods, 
the  cu rren t ra te  o f  du ty  and  the ex ten t o f  leakage ap p re ­
hended.

U n d e r the  C en tra l excise law , each m an u fac tu rer o f  
excisable goods {s' supposed  to  subm it a  classification list 
enum erating  the excisable item s produced  by him  an d  also 
show  the ra te  a t w hich they are assessable. In  the  case o f  
com m odities assessable ad  valorem, th e  assessee is in add ition  
required  to  subm it a valuation  list in d ica ting  th e  assessable 
value o f  each item  m anufactu red  by him . H e is supposed 
to  subm it a  fresh classification and  va lu a tio n  list w henever 
th ere  is any change. F o r  s tandard ised  goods, v a lua tion  o f  
various m anufac tu rers could be com pared  cen trally  and  in 
case w ide varia tions are  no ticed , inquiries could be in stitu ted . 
H ow ever, such com parison  m ay n o t be possible in the  case 
o f  non -standard ised  goods.

C om parison  o f  ex-factory, w holesale and  re ta il p rices o f  
goods on a  co n tinu ing  basis could  also  be helpfu l in detecting  
cases o f  underva lua tion . A wide varia tio n  betw een cx-factory 
an d  w holesale prices w ith o u t any  ap p aren t reason  shou ld  
lead to  investigation  to  find o u t w hether th e  sales were 
genuine. T his how ever calls fo r con tinuous m o n ito ring  o f  
prices an d  assessable values.



d. O ther m ethods. W hile discussing the tax s tructu re  o f  
the duty  on ‘resins and  m ateria ls’ it was no ted  th a t E xplana­
tion III o f  the ta riff item  is no t adequate  to  clear doubts 
abou t the natu re  o f  certa in  p lastics like aqueous so lu tion  o f  
resins and  a tten tio n  was draw n to the  D elhi H igh C o u rt judge­
m en t w here aqueous so lu tion  o f  resin  was declared as no t 
artificial o r synthetic  resin in liquid form . F rom  the w ording  
o f  the E xplanation , it appears th a t the in ten tion  is to  include 
such so lu tion  in the  tax base, although because o f  the am bi­
guity the  in tended  resu lt may n o t be achieved in all cases. 
In view o f th is, it is suggested th a t the  w ord ‘m ateria ls’ in 
E xplanation  III  should be substitu ted  by ‘resins and m a te ria ls ’ 
o r  sim ply ‘goods’. A sim ilar change should  also be m ade in 
the heading o f  sub-item  15A(2) as well. The w orld  ‘m ateria ls’ 
presum ably  has been used in the  generic sense in the explana­
tion  b u t the  use o f  the  sam e term  in the  specific sense in the 
heading o f  T ariff Item  15A m ay cause problem s.

W hile investigating  the  extent o f  evasion in  p lastics, we 
m ade som e observations ab o u t the w eaknesses o f  the da ta  
base. The follow ing suggestions are  offered fo r strengthening 
the in form ation  system  to  facilita te  investigation  o f  evasion:

(i) V alue o f  c learances w herever possible should  be exhibited 
in the annual repo rts , i.e., year books;

(ii) M anufactu rers may be requested  to  rep o rt quan tity  
figures in a given un it to  be prescribed by the C en tra l 
au tho rity  fo r this purpose;

(iii) D etailed  sta tistics o f  p roduction  accord ing  to  the  trad e  
nom enclature should  be collected and com piled annually. 
T he nom enclature  should , as far as possible, co rrespond  
to  th a t used fo r collection o f  sta tistics th ro u g h  the  A nnual 
Survey o f  Industries and fo r the  sm all-scale sector;

(iv) R eturns p erta in in g  to  u tilisa tion  o f  raw  m aterials should 
be com piled cen trally  at least once a year;

(v) In term ingling o f  the d a ta  should be avoided by prescrib­
ing suitable p rocedure  fo r  reporting , com pilation, etc. 
under ap p ro p ria te  com m odity classification.



Description of Central Excise Tariff Item 15(A) 
Artificial or Synthetic Resins and Plastic Mate­
rials and other Specified Materials and Articles 

from the levy of duty to date
1. From 1.3.1961

15 A — Plastics, All Sorts, N am ely
(i) M ould ing  pow ders, granules an d  flakes (th e rm o se tt­

ing and  therm oplastics)
(ii) Polyethylene films, lay flat tubings and  PVC sheets 

( th a t is to  say polyvinyl ch lo ride  sheets).

2. From 2.4.1962
15 A — P lastics, all sorts

(i) M oulding pow ders, granules and flakes ( th e rm o ­
setting  and  therm oplastics)

(ii) Polyethylene films, lay flat tub ings and PVC sheets 
( th a t is to  say, polyvinyl chloride sheets)

(iii) N o t o therw ise specified.

3. From 1.3.1964
15 A — A rtificial o r synthetic  resins and p lastic  m aterials, 
and articles th e reo f

(1) A rtificial or synthetic  resins and p lastic  m aterials in 
any form , w hether solid , liquid o r pasty , or as 
pow der, granules or flakes, o r in the form  o f  m ould­
ing pow ders, the follow ing, namely;

(i) C ondensation , polycondensation  and  po lyaddi­
tion p roducts, w hether or no t m odified or poly­
m erised, including phenop lasts, am inop lasts, 
alkyds, p o lyu re thane , polyallyl esters and  o th e r 
U n sa tu ra ted  polyesters;

(ii) P o lym erisation  and  copolym erisation  p ro d u cts  
including polyethylene and po ly terahaloethy lene, 
polyisobutylene, po lystyrene, polyvinyl ch lo ride , 
polyvinyl ace ta te , polyvinyl ch lo roacetate  and



other polyvinyl derivatives, polyam ides, p o lya­
crylic and  polym ethacrylic  derivatives and 
coum arone-indene resins; and

(iii) Cellulose acetate  (including di- o r triace ta te), 
cellulose acetate  bu ty rate  and  cellulose p ro p io ­
nate , cellulose acetate  p ro p iona te , ethyl cellu­
lose and  benzyl cellulose, w hether plasticised 
o r n o t, and plasticised cellulose n itra te .

(2) A rticles m ade o f  plastics, all so rts, including tubes, 
rods, sheets, foils, sticks, o th e r rec tangu lar o r profile 
shapes, w hether lam inated  o r  n o t, and  w hether rigid 
o r flexible, including lay flat tub ings and polyvinyl 
chloride sheets.
Explanation: F o r the purpose o f  sub-item  (2), 
‘P lastics’ m eans the various artificial o r synthetic 
resins o r p lastic  m ateria l included in sub-item  (1).

4. From 17.6.1977

15A—A rtificial o r synthetic  resins and plastic  m aterials 
and  cellulose esters and ethers, and artic les thereof;

(1) The follow ing artificial or synthetic  resins and plastic  
m aterials, and cellulose esters and  ethers, in any 
form , w hether solid, liquid o r pasty , o r  as pow der, 
granules or flakes or in the  fo rm  o f  m oulding 
pow ders, nam ely:
(i) C ondensation , po lycondensation  and po lyadd i­

tion p roducts, w hether o r n o t m odified o r poly­
m erised, and  w hether o r n o t linear such as 
phenop lasts, am inoplasts, alkyds, polyam ides, 
super polyam ides, polyesters, poly ally 1 esters, 
po lycarbonates, po lyethers, polyethyleneim ines, 
po lyurethanes, epoxide resins and  Silicones;

(ii) Po lym erisation  and copolym erisation  p roducts 
such as polyethylene, po ly te trahaloethy lenes, 
poly isobuty lene polystyrene, polyvinyl chloride, 
polyvinyl ace ta te , polyviny ch lo roace tate  and 
o ther polyvinyl derivatives, polyacrylic and 
polym ethacry lic  derivatives and coum arone- 
indene resins; and



(iii) Cellulose acetate  (including cellulose d iacetate  
or cellulose triace ta te), cellulose aceta te  bu ty ra te  
and cellulose p ro p io n a te , cellulose acetate  p ro ­
p ionate , ethylcellulose and  Benzyl cellulose, 
w hether plasticised o r no t, and plasticised 
cellulose n itra te .

(2) A rticles, m ade o f  p lastics, all sorts, includ ing  tubes, 
rods, sheets, foils, strips, o th e r rec tan g u lar or profile 
shapes, w hether lam inated  o r no t, and  w hether rigid 
or flexible, including lay flat tubings, and polyvinyl 
chloride sheets, no t o therw ise  specfied.

(3) Po lyurethane foam
(4) A rticles m ade o f P o lyu re thane  foam  

Explanation: F o r the p u rp o se  o f  sub-item  (2) 
“ P lastics”  m eans th e  various artificial o r  synthetic  
resins o r p lastic  m ateria ls o r  cellulose esters and  
ethers included in sub-item  (1).

5. From 1.3.1979
The sam e as from  18.6 1977 except the  exp lanation  w as 
num bered  as exp lanation  I and  a fte r  th a t explanation  as 
so num bered , th e  fo llow ing exp lana tion  in se rted , nam ely, 
“ E xplanation  I I —This item  does n o t include electrical 
in su la to rs or electrical insu lating  fittings o r  p a rts  o f  such 
insu lators o r insu lating  fittings.”

6. From 1.3.1981
The sam e as earlier, except th a t fo r E xplanation  II, the 
fo llow ing explanation II w as substitu ted .
Explanation II: This item  does no t include

(a) Polyester films; and
(b) E lectrical in su la to rs o r electrical insu la ting  

fittings or p a rts  o f  such insu la to rs o r  insu lating  
fittings.

N .B. F rom  the sam e date  Polyester films was form ed a 
separa te  ta riff item  15BB.

7. From 18.2.1982
15A—Artificial o r synthetic  resins and  p lastic  m ateria ls,



and  o th e r m ateria ls and  articles specified below :

(1) C ondensation , po lycondensation  and  po lyadd ition  
p ro d u c ts , w hether o r  n o t m odified o r  polym erised, and  
w heth er o r n o t linear (fo r exam ple, pheno-p lasts, 
am ino-p lasts, alkyds, polyally l esters and  o th e r u n sa tu ­
ra ted  po lyesters, silicones); P o lym erisation  an d  copoly­
m erisa tion  p ro d u c ts  (fo r exam ple, polyethylene, poly- 
te trahaloethy lenes, po ly isobuty lene, polystyrene, poly­
vinyl ch lo ride , polyvinyl acetate, polyvinyl chloroace- 
ta te , and o th e r polyvinyl derivatives, polyacrylic and  
polym ethacrylic  derivatives, coum aroneindene resins); 
regenerated  cellulose; cellulose n itra te , cellulose acetate 
and o th e r cellulose esters, cellulose ethers an d  o th e r 
chem ical derivatives o f  cellulose, p lasticised  o r n o t 
(for exam ple, collodions, celluloid); vulcanised fibre; 
hardened  p ro te in  (for exam ple, hardened  casein and 
hardened  gelatin); n a tu ra l resins m odified by fusion 
(run  gum s); artificial resins obtained by esterification 
o f  n a tu ra l resins o r  o f  resinic acids (ester gum s); 
chem ical derivatives o f  n a tu ra l rubber (fo r exam ple, 
ch lo rinated  rubber, rubber hydroch lo ride , oxidised 
ru b b er, cyclised rubber); o th e r high polym ers, a rtif i­
cial resins and artificial p lastic  m aterials, including 
alginic acid , its  salts an d  esters; linoxyn.

(2) A rticles o f  m ateria ls  described  in  sub-item  (1), the  
fo llow ing nam ely:

B oards, sheeting , sheets and films w hether lacquer­
ed o r  m etallised o r lam inated  o r  n o t; lay flat 
tubings n o t con ta in in g  any  textile m aterial.

(3) P o lyurethane foam
(4) A rticles m ade o f  p o ly u re th an e  foam .

Explanation I: Sub-item  (1) does n o tin c lu d e :
(i) P o lyu re thane  foam ;

(ii) A rtificial waxes; and
(iii) S tarches (includ ing  dex trin  an d  o th e r fo rm s o f  

m odified starches).

Explanation II:  In sub-item  (1) “ condensation , poly­
condensation , po lyadd ition , po lym erisation  and  co-



polym erisation  p ro d u c ts”  are  to  be taken  to  apply  
only to goods o f  any kind p roduced  by chem ical syn the­
sis answ ering  to  one o f  the  fo llow ing descrip tions:

(a) artific ia l plastics, includ ing  artific ia l resins;

(b) silicones; and
(c) resols, liquid po ly isobuty lene, and  sim ilar artifi­

cial po lycondensation  o r  po lym erisa tion  p ro ­
d u c ts .”

Explanation 111: Sub-item  (1) is to  be taken  to  apply 
to  m ateria ls  in the fo llow ing  fo rm s only:

(a) liquid  o r pasty  (including em ulsions, dispersions 
and  so lu tions);

(b) b locks, lum ps, pow ders (including  m oulding 
pow ders), g ranules, flakes and  sim ilar bulk 
form s; and

(c) w aste and scrap.



Rates of Excise Duty under 15A—Artificial 
or Synthetic Resins and Plastic Materials and 

other specified Materials and Articles

A. Resins and M aterials
(Effective ra te  o f  

excise du ty  in %)

SI. period  Basic Special A uxiliary T otal
N o. (adv.) (adv.) (adv.) (adv.;

(1) (2) (3) (4) (5)

1 .1 .3 .6 1  to  28.2 63 20 — — 20
2. 1.3.63 to  25.5.67 20 4 — 24
3. 26.5.67 to 16.3.72 30 6 — 36
4. 17.3.72 to  28.2.74 40 — — 40
5. 1.3.74 to  31.7.74 40 — 8 48
6. 1.8.74 to  15.3.76 40 — 16 56
7. 16.3.76 to  17.6.77 30 — 10 40
8. 18.6.77 to  28.2.78 40 — 40
9. 1.3.78 to  28.2.79 40 2 — 42

10. 1.3.79 to  3.12.79 40 — — 40
11. 4.12.79 to  26.2.80 40 — — 40

Naphtha based
LD PE 27 — — 27
H D P E 27 — — 27
Polypropylene 27 — — 27
Polyvinyl chloride 33 — — 33

12. 27.2.80 to date others 40 2 — 42
(special duty  applicable 
from  16.6.80 only)
Polyvinyl chloride 45 2.25 — 47.25
(u p to  12.11.81



(1) (2) (3) (4) (5)

From  13.11.81)
N a p h th a  based Polyvinyl

35 1.75 — 36.75

chloride (up to  12.11.81) 33 1.65 — 34.65
P ,V .C . C om pound 
N ap h th a  based LD PE “ "

(up to  12.11.81)
L D PE  from  13.11.81 if  m an u ­
fac tu red  by undertak ing  with 
a n n u a l licensed capacity  less

27 1.35 — 28.35

th an  one lakh tonne 
L D PE from  28.2.82 requ ired  
fo r use in the  m an u fac tu re  
o f  lam inated  p ap er for m ilk 
packing  and  subject to  chap ter

30 1 50 — 31.50

X  p rocedure  
N ap h th a  based H D PE

-- -- --

(up to  26.3.81) 27 1.35 — 28.35
from  27.3.81 
N ap h th a  based

35 1.75 — 36.75

polypropylene 27 1.35 —  28.35
from  13.11.81 polypropylene 
N ap h th a  based polystyrene

27 1.35 -  28.35

u p to  2.6.82 
Polystyrene resins and

27 1.35 — 28.35

m oulding pow der from  3.6.82 
N ap h th a  based polyester

15 0.75 — 15.75

resin (u p to  2.6.82)
P olyester resin and m oulding

29 1.45 — 30.45

pow der from  3.6.82 
N ap h th a  based acrylonitrile  
B utadiene styrene

15 0.75 — 15.75

(u p to  2.6.82) 
A cry lonitrile  butadiene 
styrene resin including

20 1.45 — 30.45

m ould ing  pow der from  
3.6.82

15 0.75 — 15.75



(1) (2) (3) (4) (5)

N a p h th a  based N ylon  
moulding powder
(u p to  2.6.82)
N ylon resins o r its m oulding

36 1.80 — 37.80

pow der from  3.6.82 
N ap h th a  based Phenol fo rm ­
aldehyde m oulding pow der

15 0.75 15.75

up to  2.6.82
P heno l fo rm aldehyde resin 
and  m oulding pow der from

30 1.50 31.50

3.6.82
N ap h th a  based Urea fo rm al­
dehyde m ould ing  pow er

15 0.75 15.75

(u p to  2.6.82)
U rea  fo rm aldehyde resin 
m ould ing  pow der from

33 1.65 34.65

3.6.82
The fo llow ing  goods inc lud­
ing the ir m oulding pow ders 
from  3-6.82

(a) M elam ine form aldehyde

15 0.75 15.75

resins 15 0.75 — 15.75
(b) Epoxy resins 15 0.75 — 15.75
(c) S tyrene acry lonitrile
(d) Polym ethyl m eth acry ­

15 0.75 — 15.75

late 15 0.75 — 15.75
(e) Polyphonylene oxide 15 0.75 — 15.75
(f) P o lybuty l te rep th a la te 15 0.75 — 15.75
(g) P o lycarbonate  resins 15 0.75 — 15.75
(h) Polyacetals resins 15 0.75 — 15.75
(i) Poly tetraflueresthy lene 15 0.75 — 15.75
(j) P o lysu lphones 

V ulcanised fibre from
15 0.75 — 15.75

28.2.82 8 0.40 — 8.40
from  1.3.83-
C hlorinated  ru b b er from

10 0.50 — 10.50



10 0.50 — 10.50
10 0.50 — 10.50
10 0.50 — 10.50

___________ (1)__________________ (2) (3) (4) (5)

22.4.28
D extran  from  22.4.82 
E ster gum from  22.4.82 
from  22 4.82 E ster gum  if 
used in the fac to ry  o f  p roduc­
tion fo r m an u fac tu re  o f  
good falling u n d er T ariff
item  N o. 14 — — — —
F rom  22.4.82 L inoxyn when 
used in the  m anufac tu re  o f  
L inoleum  in the  factory  o f
p ro d u c tio n  — — — —
N on-plasticised cellulose
n itra te  from  28.2.82 8 0.40 8.40
F rom  1.3.83 10 0.50 10.50
F rom  27.6.84 polyvinyl 
a lcohol m anufactu red  from  
du ty  paid  (excise o r  ad d i­
tio n a l d u ty  under Section 3 
o f  the C ustom s T ariff A ct
1975) Vinyl acetate  m onom er 10 0.50 — 10.50
From  1.3.83, diallyl p h th a la te  
resins including  m ould ing  
pow ders) if  used in  the m a n u ­
fac tu re  o f  connectors o r  
sw itches, subject to  fo llow ing 
o f  chap te r X  p rocedure  in  case 
o f  use elsew here th a n  in the
factory  o f  p ro d u c tio n  — — — —
C ellulose acc ta te  m oulding
granu lose  fro m  26.12.81 10 0.50 — 10.50

N ote: i. A lk y d  resins w ere exem pted from  duty  w ith  effect 
from  23.9.65 an d  the  exem ption has con tinued  
since then .

ii. F o r  maleic and  phenolic  resins a  specific basic duty



o f  80 paise per kilogram m e w as prescribed w ith 
effect from  23:9.65. This was changed to  10 per 
cen t ad  valorem  for m aleic resin and 15 per cent ad  
valorem  fo r p h en o lic  resins w ith effect from  1.6.71. 
A special excise o f  20 per cent o f  the  basic duty 
w as also  leviable on them  till 16.3.72. The to ta l 
effective du ty  rem ained  unchanged  in 1972 m erger 
o f  the basic and  special du ties, the basic du ty  being 
stepped to  12 per cen t and  18 per cent respectively. 
The auxiliary du ty  o f  20 p er cen t o f  the  basic du ty  
w ith effect from  1.3.74 and 40 per cen t o f  the basic 
du ty  w ith  effect from  1.8.74 was im posed in the 
1974 B udget. In  1976-77 B udget, the basic du ty  
w as reduced  fo r the tw o resins to  9 per cen t and
13.5 per cent respectively, and  auxiliary du ty  ch an g ­
ed to  1/3 o f  the  basic duty . In  1977-78 B udget, a fter 
m erger o f  the aiiSiiiary du ty  w ith  the basic duty, 
the ra tes  on these resins w ere fixed a t 12 per cent 
and  18 per cent respectively. In  1978 budget, 
special excise du ty  a t the  ra te  o f  5 per cen t o f  the 
basic du ty  was again levied w ith  effect from  1.3 78 
and  the to ta l ra tes  becam e 12.6Q per cent and 18.90 
per cent respectively. In  1979 B udget, basic du ty  
rates w ere again  stepped  u p to  15 per cen t fo r 
m aleic resin  and  20 per cen t fo r pheno lic  resin . 
H ow ever, the special duty  was discontinued . Special 
excise du ty  a t the ra te  o f  5 per cen t o f  the effective 
basic duty  was re in iposed w ith effect from  19.6.80 
a t it is continued  since then . W ith  effect from
29.8.81, m aleic resins including fum eric resin have 
been exem pted from  d u ty  and  pheno lic  resin  and  
terpene phenolic  resin have been subjected to  excise 
du ty  a t the  ra te  o f  20 p e r cen t advalorem, in add ition  
to  the co n tinua tion  o f  special du ty . T hus, currently  
the to ta l bu rden  on  phenolic resin  and  terpene  p h e ­
nolic resin  is 21 p er cen t ad valorem.

iii. Polyester po lym er chips a re  exem pt from  duty  w ith 
effect from  1.3.73.

iv. Polyam ide chips a re  exem pt from  duty  w ith  effect



from  1.3.73 if  used in  the m anufactu re  o f  nylon  
yarn , subject to  the  fo llow ing  o f C h ap ter X p ro ce ­
dure  w here such use is elsew here th an  in the factory 
o f  p rod u ctio n .

v. Cellulose acetate  is exem pt from  duty w ith effect 
from  1.3.73 if  used in the m anufac tu re  o f  acetate  
y a m , subject to  the fo llow ing o f  C h ap ter X p ro ­
cedure w here such use is elsew here than  in  the 
factory  o f  p roduc tion .

vi. Plastics m aterials in  any form  reprocessed from  or 
produced  ou t o f  scrap or w aste o f  (i) p lastic  m ate­
ria ls , (ii) a rtic les o f  p lastics are  exem pt from  duty 
w ith  effect from  12.2.73.

vii. A rtificial o r synthetic  re s in s  used in the m anufac­
tu re  o f  particle boards a re  exem pt from  du ty  w ith 
effeect from  5.8.70. N otifica tion  158/70 and  255/77.

viii Sam ples o f  goods under item  15A(1) w hen cleared 
fo r test purposes prov ided  q u an tity  o f  such c lea r­
ances d u ring  a year n o t exceeding 0.03 p er cen t o f  
to ta l q u an tity  o f  goods p roduced  in  the  prev ious 
year and  th e  quan tity  o f  each sam ple n o t exceeding
2 kilogram m e are exem pt from  du ty .

ix. W ith  effect from  15.4.83, copolym ers o f  ac ry lo n ­
itrile  used in th e  fac to ry  o f  p ro d u c tio n  fo r m an u ­
fac tu re  o f  acrylic  fibre is exem pt from  duty .

x. W ith  effect from  21.5.83 reso rc ino l form aldehyde 
so lu tio n  (d ip  so lu tion) used w ith in  factory  o f  p ro ­
duction  fo r m an u fac tu ie  o f  ty re  is exem pt from  
duty .

xi. Cellulose aceta te  m ould ing  com pound was exem pt 
from  so m uch o f  du ty  o f  excise as is equivalen t to
3 p er cen t a d  valorem  u p to  25.12.81.

xii. Cellulose tri-ace tate  in tended fo r use in the  m a n u ­
fac tu re  o f  cine-films, X -ray films or p h o to g rap h ic  
films subject to  fo llow ing o f  C hap ter X  p rocedure 
in case o f  use elsew here th an  in  th e  factory  o f  p ro ­
d u c tion , is exem pt from  duty .



xiii. In  th e  case o f  artificial o f  syn thetic  resins, d u ty  on 
the  cost o f  packing  o f  a  durab le  n a tu re  and  supplied 
by  the  buyer is exem pted.

xiv. Cellulose x an th a te  fo r  m anufactu re  o f  cellophane 
o r viscose filam ent yarn  subject to  fo llow ing  o f  
C hap te r X  p rocedure  fo r use elsew here th an  in the 
fac to ry  o f  p ro d u c tio n , is exem pt fro m  duty .

B. R ate  o f  Excise Doty under 15A(3) and 15A(4)

P o lyu re thane  foam  and  artic les m ade o f  po lyu re thane  
foam .

F ro m  29th M ay, 1971, higher ra tes o f  excise d u ty  w ere 
prescribed for these item s. R ates from  29.5.71 onw ard  are 
show n below .

(Effective ra te  o f  excise du ty  in %)

SI.
No.

Base
(adv.)

Special
(adv .)

A uxiliary
(adv).

T o ta l
(adv .)

( 0 (2) (3) (4) (5)

1. 29 5.71 to  16.3.72 40 8 — 48
2. 17.3.72 to  28.2.74 50 — — 50
3. 1.3.74 to  31.7.74 50 — 10 60
4. 1.8.74 to  15.3.76 50 — 20 70
5. 16.3.76 to  17.6.77 50 — 20 70
6. 18.6.77 to  28.2.78 70 — — 70
7. 1.3.78 to  28.2.79 70 3.5 — 73.5
8. 1.3.79 to  18.6.80 75 — — 75
9. 19.6.80 to  da te 75 3.75 78.75

N.B. 1. Excise du ty  on  rig id  p o lyu re thane  foam  is 15.75 
per cen t ad  valorem  includ ing  special excise du ty  w ith 
effect from  9.6.82.

2(a) The follow ing articles m ade o f  po lyu re thane  foam  are  
excisable

1. Sheets and  sheeting
2. M attresses an d  the  like
3. Q uilts an d  the  like



4. Pillows
5. C ushions
6. M ats

in any shape o r  size.

(b) O th e r artic les m ade o f  po lyure thane  foam  are  exem pt 
from  d u ty -if p roduced  ou t o f  du ty -paid  po lyure thane  
foam  on w hich the du ty  o f  excise o r the add itional 
du ty  under Section 2A o f  the  In d ian  T ariff Act, 1934 
(32 o f  1934), as the  case m ay be, has a lready  been 
paid .

C. Rates of Excise Duty on Articles Sariff Sub-item 15A(2)

Cellophane

from  1.3.61 to  28.2.63 20%  ad  valorem
grom  1.3.63 to  19.2.64 24%  ad  v. including

special duty
from  1.3.64 to  28.2.78 20%  ad  v.
from  1.3.78 to  28.2.79 21 % ad  v. including

special duty

from  1.3.79 to  18.6.80 20% ad  v.
from  19.6.80 to date 21%  ad  v. including

special duty

N . B. M etallised cellophane is exem pt from  du ty  w ith  effect 
from  9.7.66 if  p roved  to  the sa tisfaction  o f  the p roper 
officer th a t excise du ty  o r ad d itio n a l duty  under'S ection  
2A o f  the  Ind ian  T ariff Act, 1934 in  respect o f  plain 
cellophane used as base m ateria l has already been 
paid.

2. Polyester f i lm s— from  1.3.81 to  d a te  ra te  o f  d u ty  is 31.5%  
adv.
P rio i to  1 3.81, it w as p art o f  15(A); from  1.3.81 to
26.2.82, it was separa te  item  15BB; from  27.2 82, again  
p a r t  o f  15(A).

3. O thers (current rates only):

i. A rticles o f  non-p lastic  m ateria ls  if  produced  o u t o f  duty- 
paid  (excise o r  ad d itio n a l du ty  under Section 3 o fC u s-



tom s T ariff A ct, 1975) goods fa lling  under sub-item  
15(A) (1) are  exem pt from  duty .

ii. A rticles m ade o f  p lastics, all sorts o ther th an  (a) films 
o r  sheets o f  regenerated  cellulose, (b) rigid p lastic  boards, 
sheeting , sheets and films; (c) flexible polyvinyl chloride 
sheets, sheeting , films and  lay flat tubings n o t conta in ing  
any textile m ateria l are exem pt from  duty  i f  produced  
ou t o f  (i) du ty  paid  (excise o r  add itional d u ty  u n d er 
Section 3 o f  the  C ustom s T ariff A ct, 1975) artificial 
resins o r p lastic  m ateria ls  o r  cellulose esters and  ether: 
(ii) Scrap  o f  p lasttcs.

iii. R igid p lastic  b o ard s, sheeting, sheets and films, w hether 
lacquered o r  m etallised o r lam inated  o r no t; and flexible 
polyvinyl sheeting, sheets, films, w hether lacquered o r 
m etallised, lam inated  o r no t and  lay flat tubings, no t co n ­
tain ing  any  textile  m ateria l are leviable to  du ty  a t the  ra te  
o f  3.15 per cen t adv. inclusive o f  special excise du ty . 
H ow ever, rigid PVC boards, sheeting sheets and films, 
w hether lacquered o r m etallised o r lam inated  o r  n o t a re  
exem pt from  du ty , (excise o r coun tervailing  custom s) 
already paid  on ce llophane , paper, co tton  fabrics, ad h e ­
sives, coated  copper foils o r plain  copper foils, used in 
the m anufacture  o f  the form er). S im ilarly, rigid p lastic  
boards, sheeting, sheets and films, w hether lacquered o r 
m etallised o r  lam inated  o r no t, o ther th an  m anufactu red  
from  PVC are  exem pt from  duty  (excise ore ountervailing  
custom s) already paid  on cellophane, paper or co tton  
fabrics used in the m anufactu re  o f  the  fo rm er. In  bo th  
above cases, exem ption is adm issible i f  procedure set 
out in Rule 56 A is allow ed.

iv. Film s o r  sheets u p to  and  including  thickness o f  0.25m m  
o th e r than  those m anufactu red  from  polyvinyl chloride 
and  if  p roduced  ou t o f  du ty-paid  (excise and  co u n te r­
vailing custom s) artificial resins o r p lastic  m aterials o r 
cellulose esters and  ethers in any form  are  exem pt from  
duty .

v. PVC films o f  thickness below  0.25m m  and lay flat tubings 
p roduced  by ex trusion  process, by an industria l un it



w ith  c a p ita l investm en t o n  p lan t an d  m ach inery  only, 
installed  there in , as on da te  o r da tes o f  in itia l in sta lla ­
tion  o f  p lan t and m achinery  being no t m ore than  Rs 20 
lakhs are  exem pt from  excise du ty .

vi. Flexible PV C sheeting, sheets and  films no t con ta in ing  
any  textile  m ateria l used w ith in  the fac to ry  o f  p ro d u c­
tio n  in  the  m anufactu re  o f  textile fabrics im pregnated  or 
coated  w ith  p rep a ra tio n s  o f  cellulose derivatives o r o f  
o th e r  artificial p lastic  m aterials are  exem pt from  duty .

vii. Cellulose triace ta te , and  cellulose tri-ace ta te  films 
w hen in tended  fo r use in the  m anufactu re  o f  cine-films, 
X -ray  films o r ph o to g rap h ic  films, subject to  the fo llow ­
ing o f  C h ap te r X procedure fo r use elsew here than  
in  the  fac to ry  o f  p roduction  are exem pt from  duty.

viii. A crylic sheets and  acrylic p lastic  bangle  tubes i f  p ro ­
duced o f  any o f  the  fo llow ing  m ateria ls  o r com bination  
thereof, nam ely; (a) D uty  paid  (excise o r c o u n te r­
vailing  custom s) artificial resins or p lastic  m ateria ls  in 
any form ; a n d /o r (b) Scrap o f  p lastics; an d /o r (c) m ethyl- 
m ethacry la te  m onom er, are  exem pt from  duty .


