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Export Levies to
Hamper Domestic Trade

- Stesbworid Resparch Team

sced wieh the government's propaed expons levy on sl
producis, the domesiic siecl pipe manufocserens have

simmed re-sepotisting prices wiih thewr overseas clienis 1o
woommisdaic oot diffoenec in the shipmend prce. In the
process, dhe indusiry foars thal @ number of orders may b
canceled. Fffectingly, overscas imponers arc unlikely so bear the
Brum af I per com price risc ad the revised price olforad by
Indiss preducers sy bocome costlier thas expons price from
Japan and sty compeiing couniries. Indisn player’s pre duty
lewy has significant cosi advestage while supplying 1o Maddle
lEast couniries m companson 10 Esopean and Japanese players.
Aficr lovying such addsional duty compotibive advaniage 19
expevicd to gl whippod sut. Thus making Indian cxporis mone
expensive than Furopean and lapancic layers,

Levies

‘While replying to budges debate s the parlamess the Finance
Bfimister Bas annowtoed that steed amd its producs is contributing
21% in currem nise in inflason. To ourb sivel prices povemment
bas takem & policy siance o increase domessic supply of stecks by
rodusing impeet dutics on sleel and discouraging oxparts of steel
by gy oupeet dutics, [n thas, o] fubes and pepes arc also
i luded. Accenling lothe notie ol amendments governmeni kaa
proposed 20 Sary on expons of steed sl walves al impon duty
on pig won, Mald sseed jinchadieg HR coils) snd other sieel
producis.

The sevesd schedule t the Cusosns 1nill sct 1975 has been
amemled wide clamss TH ) of the Fisanee Ball 2008 pesd with
third schedule of the Hall. As per the noiice of Emendments dased
I Apnil 2008, export duties of 2F% has been smposed on
varses producis of sicel or won sieel as desenboed 1o serial Mo 27
bo 41 being inscricd m the sccond schodule of e oustomns tariff
act As por the gpeech of the feance minister whals seplying 1o
dichate im the Lok Sabha 20th Apeill e pars 29 of the speoch, the
mpesition of expon dery will be effective from the daie ofl e
enactmest of e bill |e. duie on which hill receives approvel from
thiz presideni.

Howgver, the above améulments have been camiod & wals
Clasie 7241 reid wiith thied s healiide of e Bell cluiee 72 i) B
already been given mranediste elliect by vimue of the declaration
wnder the Provisional Collectiom of Taves Acc 1951 Please refer
the billy Cossequentdy, the smendmenis made as afosesaid
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propasing the I;:\:,' ol l.::u:pm'l.n;l.“l}'qm various progducts of mon one’
steel made vide clause T2{n) read wath third schedule of the hall
will also come indo effect immediately 1e. 28 Apnl. This s
nolwithstanding the snnouncement made fmance manster m his
speech as no such provision has been made vide the notice of
amendmenl w give effect 1o the proposals from the dae of
enactment of The bull

Current Provision

Currently, any imparts ane boen entitled for levy of 5 percent duty,
bat wwth |'|n_1rm-u;1l mmendments such impon 1l.l||l'r|.I 1% qu‘h;lm,:n;l Ik
be reduced to “ml”. This makes domestic market more pnce
competitive 05 cost bebween domestic prices and imports are
expeciad 1o norrow down, This scenarso would make domestic
players to reduce their prices thus hampening their realizations os
wiell, Fha |,:||.||.'r\q',:r.\|lI_'g.I SR whoud one mallion fonmes of steel
prpes amd ubes ot of two milhon onnes prodoced. “We have
started imforming our oversens customers about the possible levy
of expor ';I"'""."" I comsilered, well amd ps-:ul olhervase, :-;'I1.1F|r.|1.t:r|1
by overseas markets would become unviable with the current
duty,” sand an odTicial wath Man Industries, the langest stecl pipes
cxporters .lrulunu:l.rum orrented et {EOLT

The official claimed that Man would not be affected ot all as
exports kevy 1s not applicable for ECKL . Man exports about %5 per
cend of 1ts woutpul o abroad while the h:';rmg wioild be very hinle
on the remaining 5 per cent sales m the domestc market, he
pcdded. Most importamly, orders under execution would be
allecte baclly of duly 15 notified in the Goaretle, Meanwhale, mMpe
manufaciurers PAL Lid has storied mforming overseas customers
about the possible levy and 1is rmpact om the pnice |,|l..|l'||ﬂ|| for

exparts, PSL sells 90 per cent of s produce mio the domestic
marked

Exports to the Middle East

Duiy Revision Possible

Some of the steel producers engaged in the manufaciuring of
value sdded sieel producis have represenied that expont duty on
Cold Rolled, galvanized and coated sheeis as well as pipes and
tubes, the inpul material of which s procured through import of
ot rolled coils umder -
the Advance i g
Licensing Scheme,
should be exempied
from the purview of
the proposed expon
duty. This matier has
been tmkem up with
Depariment of
Revenue for
consideration.

Talks are on that the
government may
reduce rate or scrap it fully. But, of levied with the cuarment
proposed rate, sieel pipes meant for expons are expecied o be
diveried towards domestic marked. Surprisingly, the supply
defici domestic pipes market would um inte surplus. Industry
sqairces are apprehensive about a gl of supply in the domestic
market coupled with the import duwly cwl by the government
would affect the prices badly with the selling price in the local
market may decling by 15 per cent. Confirming the imitiated talks
with overseas supplhiers, Ashok Punj, MD of PSL Lid saad, “We
are going slowly with the price quotation e the existing
customers. because of unceriainty over levies.” (hl and gas
supplicrs, however, are cheenng the proposal as they are hkely to
b benefit most.

Cost of Plate 1000 1100 900 1000 1100 900
Cost of Value Addition 100 150 175 100 150 175
Total Cost of Pipe 1100 1250 1075 1100 1250 1075
Freight 110 175 275 110 75 275
Total Cost 1210 1425 1350 1210 1425 1350
Additional Duty of 20% == == == 42 == ==
Total Cost ahter Additional Duty| == == == 1452 == ==
Cost Advantage (%) == 18 12 == 2 T
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compelitive advantage 15 expecied o gel whipped outl. Thuss
making Indian exporis more expensive than European and
Japanese players.

Indian player's pre duty bevy has significant cost advantage while
supplving to Middle East couniries in companson 1o European
and Japanese players. Afler levying such addvional dury

Domestic Scenario : Prices Becomes Competitive

Cost o Plote 0w | 10 900 1000 1100 910
Cost of Volue Addition 100 150 175 100 150 175
Total Cost of Pipe 1100 1250 1075 1100 1250 1075
Freight 20 200 150 N 200 150
Impost Duties ] 75 70 i ol =
Total Landed Cost 1 1525 1295 1120 1450 1225
Cost Advantage (%) == 36 16 g 2 9

Export Dty Unjustifiable Government Hopeful

The government has recently declored export duty on vanows
steel products 1o arresi the exorbitant hike in price and make it
available more for the domestic marker. The expori duty levied
on HE 15 13 %, on CR 10% and galvanised products 5%. For the
undersianding of the common peeple we can broadly divide intoe
iwo categories. The primary steel which is HR coils, billes,
hlooms, slabs etc, and the secondary steel like CR coils,
palvanished sheels, pipes etc. (where the primary is used for
further processing io make finished sieel). [ndia is a cheapest
manuiscturer of primary steel because of natural reasons, but
atill the prices here are more or equivalent 1o the miermational
prices because the Indian manufaciurers determine their prices
nak an basis of inpui cost bat on the basiz of FOB landing price of
imiporied steel.

There i3 a acuie shoriage of 3 million tones of primary steel
the coundry. The gap between demand and sapply is incrensing
with the fact that the production of HR rose only by 6% in last
fiacal year where as the consumption rose by 20%. Inspite of the
above fact, the manufacturers exported 1.5 million tones of HR
amd 406800, 000 fones of ballets intensifving the shortage furiher
and jacking-up the prices i the local markei.

After much deliberation from many irade associations, Sieel
Ministry and METF Commission now the governmeni has
laken some sleps Lo curbor discourage expart of sleels and make
it available more for domestic market through scal measwres.
Impart duty of 5% on import of steel is now woived off, Export
duty on various steel producis has been levied as mentioned
above,

Following u.mm:ling with the malustry rv:pn.-:l.:nljl:i\-ﬂ aom May
1, the governmein assured them 1o roll back export duty if the
industry cut steel prices. Although, the indusiry cut sieel prices
by upte Rs 3000 per tonne, the government is yet 1o react b the
inclustry maove.

Meanwhile, companies like Welspun Gujaral who larpely
depend upon exporis agninst impan heense hove little o worry
about s the proposed dl;ll:" 1% nn!nppli:uhlc on export orenied
units (ECUsp. The company, however, cheers the governmeni
AREUTANCE,

Cunclusion

The export duty on HR 15 wnderstandable as there i3 huge
shomage in the domestic marken. [t is inthe line of many other
couniries like Chino. But the export duty on CR and galvanised
sheets 15 nol lenable as there 15 overcapacily in India. There are
over 70 cold rolling mills and 1000 mills for the long products in
fimished steel segment n India, There is more thon & million
tones of installed capacity for galvanised amd colour coated
sheets in the country againsi the actual consumplion of only 2.5
million in the domestic market, The export dutics on finished
steel will make these products uncompetitive in global marked
and may force the large number of small and medium
muanuiacturing units in the verge of closure, This may also resuli
in huge retrenchment of workers and hall in expansion plans,
Besides, the government will also loose indirect revenwes and
valuable foreign currency.
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