¢ Inverted duty may
‘be recti ﬁed relief for

more than 100 items
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THE GOVERNMENT IS Ilkely togo
for a major overhaul of the basic
customs duty on more than 100
items in the Budget for FY26, in
order to align the rates with global
trade dynamics and correct the
inverted duty structure, according
toaseniorofficial. - -

The official told FE that inverted

for information technology hard-
ware items, automobile partsand
textiles,amongothiers,“Inputs have
been received from the industry
recardingthlsaspect,andwe vekept
those in mind (while_teviewing
rates)”the official said. Inverted duty
structure is a s1tuat10n wherein

| inputs and raw materials’ attract

higher tax than finished products.
The proposed modification’ of
customs rates was announced by
finance minister Nirmala Sithara-
man in her FY25 Budget speech in
July.She had proposed to undertake
a“comprehensive review”of the duty
structure overthe nextsixmonthsto
“rationaliseand simplifyit forease of

reduction of disputes”

In a meeting with the finance
ministry last month, the Confeder-
ation of Indian Industry (CII) had
suggested undertaking “duty
changes for imported goods basis
sector-wise industry consultation,
and review of ex1st1ng free trade

£S

 usefiscalince ivestor beingamajor
playerin globalvalue chainsforelec-

| tleover $100billion at present.

Besides electronics, industry
“expeits haverecommended correc-
tion of inverted duty structure in

tcys etc. The Confederatxon of

duty-correction is likely to be done -

trade,removal of dutyinversionand .

to paya high price. * ;
" Vimal Pruthx, tax partner, EY'

tronics,and'set & target of $500°bil- |

lionforthesectorby2030fromalit-

textiles,apparel, leathers, automo-
| tive parts, telecommunications,,
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-] Proposed
move is aimed *
ataligning ..
customs duty
with global
trade dynamiics.

B Cll has recommended duty ori
raw materials in the range of nil-'

2.5%, on intermediaries 2.5-5%. "
and on fi f" nlshed gocds 7.5-10%

B Experts say cnt:ca( sectors 3
'such as steel, aluminiumand. ..

lithium batterles ‘require rate 1.

rationalisation to boost
domestic production -

Indian Industry (CII) has reconi-
mended duty on raw material§ tobe
in the range of nil-2.5%; on intéi-
mediaries tobe 2.5-5%;and onfin-
ished goods to be 7.5-10%.

At present, manufacturers | pay
import duties on many raw mateti-
alsand intermediate goods thatare
higher than the levies on finished
goods.Typically, this: scenario exists
because the government encout-

ages firms to source 1nput1tems

locally rather than externally, bt

- manufacturers are heavily reliant:

onimported inputs and thus haye

31T
India, said,“This issueis faced across
the industries and removing these

anomalies will boost domestic pros,

duction, - reduce - m}ports and
enhance India’s manufatturers
competitivéness”Harsh Bhuta, part-
ner, Bhuta Shah & Co, said that criti-
cal secfors such as steel, aluminiuri;

-'solarbattenes,hﬂuumbattenes,ana)i
polymersrequirerate ratlonahsa_txon 5
‘toboost domestlc production.




