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This case 

The purpose of this case is to provide insight in the challenges for the global trade management to 

harmonise trade management policies and practices in a multinational company. This particular case 

focuses on product classification. 

 

 

Background 

Working in a multinational company is challenging and exciting at the same time. National Chemical 

Comp (NCC) is such a company. It has a global footprint, which has emerged from a combination of 

acquisitions and autonomous growth. Through the years, it has seen substantial dynamics in their 

product portfolio, which has moved from generic chemicals to more and more advanced chemical 

based products for high tech applications, or in food manufacturing. As in many companies, the roll 

out of global standards, processes and procedures is catching up with this footprint.  

Luuk de Jong is global trade management lead at NCC. His job is to oversee the implementation of 

global trade management and compliance procedures. His latest challenge is in India. The last five 

years, there has been a protracted interaction with the Indian Customs and the Indian Courts about 

the classification of several imported nutritional ingredients.  
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Nutritional product manufacturing in India 

NCC has a global business in nutritional additives. The product portfolio consists of vitamins (solulable 

in both oil and water), enzymes, minerals, lipids and so on. These products are either liquids or 

powders, available in relatively small-, or large-scale packages ranging from 1-200 kg, up to 1000 kg or 

in capsules. These products are sold either to resellers, or in retail channels, where they are marketed 

as food supplements, early life nutrients or dietary additions. NCC has a significant portfolio of 

certifications in place to be able to sell these products in markets such as the EU, and the US.  

A subsidiary of NCC in India is manufacturing animal and human nutritional products for which 

ingredients are imported into India. These ingredients include products containing vitamins, enzymes 

or carotenoids, with other ingredients. 

Since about 15 years, these products were classified under the HS code heading 23.09 “Residue and 

waste from the food industry, preparing animal fodder – preparations of a kind used in animal feed – 

other”. The ‘other’ category refers to animal feed that is not meant for cats or dogs. Importing was 

done from other NCC group companies outside of India. Since valuation in inter-company transaction 

can always be manipulated, the valuation was reviewed by Indian Customs’ Special Value Branch. This 

SVB confirmed the valuation principles of NCC.  

However, the classification of the goods was challenged by the Central Intelligence Unit of Indian 

Customs. The general claim was that these goods, declared under chapter 23.09 should have been 

classified under HS code chapter 29.36 (Organic Chemicals – provitamins and vitamins (..) – other, 

including natural concentrates). Chapter 29.3690 comes with duty rates of 10% basic duty, 18% 

countervailing duty (CVD) and 10% special countervailing duty. Chapter 23.0990 has 30%, 0% and 

10% for these three duty rates, respectively. For foreign companies, the CVD is generally applicable.  

After this challenge, other products groups were also challenged. The Special Intelligence and 

Investigation Branch claimed that some of the enzyme related products should be classified under HS 

chapter 35.07 instead of 23.09.  Chapter 35.0790 has 10%, 18% and 10% for the three duty rates, 

respectively. 

As a result of this, several years of discussion, claims and counterclaims and creation of test reports 

followed. Part of the discussion ensued around the issue if the products are feed premixes/additives, 

or actually pure vitamins for use in medicaments. The test reports from the Indian Customs test lab 

seemed to provide proof for the latter. In addition, based on a court case, Customs claimed that 

products containing large amounts of vitamins could never be classified in HS chapter 23.09. On the 

other hand, various requests from NCC, for instance to cross examine the chemical expert of Indian 

Customs, were neither accepted nor denied.  

NCC therefore proceeded to write a brief that underpinned the classification decision for chapter 

23.09 for an array of imported products. This brief referred to a number of court cases and 

explanations of Indian governmental bodies. In addition, it greatly emphasized the use of the 

products for applications in animal feed products.  
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Global trade management 

NCC is developing its global trade management approach. Part of this approach is a global decision-

making process on classification of products. As part of this effort, early on in the dispute, an NCC tax 

official had already analysed the situation, made some worst-case cost and penalty calculations, ànd 

noted that the classification of the products at import into India was not in line with the global NCC 

policy.  

This policy was: classify the products as either vitamins (HS 29), enzymes (HS 35), and not HS 21 

(food) or HS 23 (feed) since the duty rates for the latter are generally higher in most countries in the 

world. India, however, is an exception to this ‘rule’. Therefore, since 2010, these products are 

classified in India under HS 23.  

In addition, this discrepancy between the NCC local Indian and global approaches was noticed by the 

Indian Customs Central Intelligence Unit, which did not do much good for the legal position of NCC in 

India. The NCC strategy now consisted of three parts: for some products the classification was 

changed, for some other products, the classification was already deemed (largely) correct, and for 

some products, the classification decision of Indian Customs was disputed. For this last category, 

higher duty rates were paid, but under protest.  

As an alternative for reclassifying the products for India, the global classification policy could also be 

assessed. The memo of the aforementioned tax official laid out that the financial exposure of 

changing the classification of nutritional components would be an order of magnitude larger than the 

financial exposure in India. Nevertheless, the classification policy needed to be harmonized to avoid 

reputational damage of the company.  

The situation is further complicated by a court case for a competitor, where the classification of some 

similar products was stated to be HS 23.09, in contrast with their own global policy. The competitor 

has explicitly argued for a deviation from their own global policy, but backs this up, among others, 

with a binding tariff decision for the US. This deviation has apparently been accepted by Indian 

Customs.   

Luuk de Jong had to make up his mind how to handle this situation. For a multinational company, a 

global policy should be leading for operations and activities in individual countries. However, the 

market situation in India might be sufficiently specific to allow a deviation of the global policy. But 

what were the criteria to determine this? And how could a policy be set that would avoid the claim 

from any Customs Agency that NCC was trying to find the lowest possible duty rate to apply to its 

products, regardless of the business reality?  
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Questions for discussion 

1. How do you think did the discrepancy between the classification in India and the global policy 

of some of the nutritional products and ingredients come about?  

2. Could there be reasons why a deviation of the global classification policy in India could be 

justified?  

3. What is the purpose and merit of a global classification policy for a company such as NCC? 

4. What would be the main elements of a global product classification policy?  

5. Is it desirable to allow local deviations from the global policy?  

6. What would your strategy be to resolve the classification challenge in India?    
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ANNEX 
 

A sample product datasheet 

 

Dry Vitamin K1 5% 

 

 1g contains 

Vitamin K1 50 mg 

Acacia Gum 500 mg 

Sucrose 50 mg 

 

 

Vitamin K1 is the molecule Phytonadione, or C31H46O2. Acacia Gum is a common ‘carrier’ of active 

ingredients. Sucrose is a sugar form.  
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