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Dear Sir,
CENTRAL EXCISE DUTY ON BISCUITS – REQUEST FOR EXEMPTION

I am writing to draw your kind attention to the acute hardships being experienced by Biscuit manufacturers in the country, mainly on account  burden of Taxation i.e. Central Excise Duty @ 8% on Biscuits with MRP above Rs.100/per Kg, Value Added Tax @ 12.5% and other Local Taxes, along with steep hike is cost of production due to steep hike in the prices of  major raw materials, i.e. wheat flour, Veg Oil/ Pamloline , Milk, Sugar, and with input hike Fuel(Furnace Oil), Packaging, Transportation, Wages, etc.

On the other hand, Biscuit units have been restraining from resorting to increase in prices, as this would cause further hike in inflation and adversely affect consumers. 

I am enclosing a Comparative Statement showing increase in prices of raw materials/inputs etc and the adverse impact on the cost of production of various categories of Biscuits.         

In this connection I wish to draw your kind attention to the following salient issues:-

· Biscuit is a very nutritious, hygienically made food providing a range of healthy and tasty categories at affordable prices, to all sections of consumers and as a part of food substitute especially to the weaker sections of the society.

· Children and senior citizens form a large part of the consumer base for biscuits. In fact organizations like the WHO through their WFP programme have sourced biscuits from India for supply to children in other countries due to the nutritional content in them.

· Biscuit manufacturing is a highly labour oriented process. The industry directly employs 3.25 lakh people and indirectly imparts employment to about 35 lakh people in the country. Biscuits are sold in approximately 25 lakh retail outlets, majority of which are small kirana/general shops, in rural and urban areas, while 50% (approximately) of the total consumption of biscuits comes from rural sector.

· The growth of Biscuit Production has a ripping effect on the farmers since they form a large part of the raw material base used in the manufacturer of biscuits, such as wheat flour, vegetable oil, sugar, milk etc. It is estimated that Biscuit Industry utilize more than Rs 3200 crores worth of these agriculture products.

·  The imposition of CENVAT on Biscuits with MRP above Rs.100/- per Kg does not compare favorably with other food products like potato chips, jams and jellies etc which do not have any nutritional value  are exempted. Other similar food products like Sweets, Namkeens, Bhujia, Bread, Atta, Maida, Besan,  Suji etc have also been  exempted from CENVAT as well as VAT.

· Biscuit is also subjected to other local levies, i.e. Value Added Tax @ 12.5%, Purchase Tax, Entry Tax on Sugar etc by the State Governments and Local authorities.

· The manufacturers of Biscuits have been holding on to the prices for the past more than two years in spite of steep increase in the cost of production and inflationary conditions in a highly competitive marketing scenario, as  increase in prices of Biscuits would cause further increase in inflation an affect consumers.  

· As mentioned above, Biscuit Manufacturers are reeling under the pressure of escalating costs, and additional burden of Taxation burden. As a result competitive capabilities of large number of Biscuits Manufacturers in the Small and Medium sector, have eroded and many such units are facing closure. This would in turn render large number of workers unemployed. 

On behalf of IBMA, the apex organization of Biscuit Industry, I would therefore request you to kindly save the Biscuit Manufacturers in the SME sector and exempt all categories of Biscuits from Central Excise Duty without any ceiling on Maximum Retail Price (MRP).

I would earnestly request you to kindly give sympathetic consideration of our appeal for exemption from CENVAT and look forward to favorable decision at your earliest.

With kind regards, 

Yours sincerely 

B.P Agarwal 

Encl: As Above
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