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ENA- The Criticality to the AlcoBev Industry:
Extra-Neutral Alcohol (ENA) is the primary alcoholic raw 
material used in producing alcoholic spirits, especially 
Indian Made Foreign Liquor (IMFL) and has an ethyl 
alcohol grade of 96% purity or higher. It can be made 
from different raw materials, such as sugarcane 
molasses, grains, (including corn, and wheat), grapes, 
barley malt, etc. 

Not every state in India produces ethyl alcohol. 
Predominantly, it is only the key sugar or grain producing 
states that do so – e.g., Uttar Pradesh, Maharashtra, 
Karnataka, Tamil Nadu, Bihar, Rajasthan, Punjab, and 
Haryana. Some other states like Andhra Pradesh, Telangana and Madhya Pradesh 
also produce ethyl alcohol, predominantly for local consumption. Un-denatured Ethyl 
Alcohol or ENA is subject to the vagaries of government policy, e.g. changes to the 
Minimum Support Prices for Sugarcane or Grain, the purchase price under the Ethanol 
Blending Program (an alternative use of the item), state-specific taxation of ENA as 
a result of which ENA has to travel over long distances, restrictions on inter-state 
movement of ENA or molasses etc. 
 
Around 45% of ethanol is used in the manufacture of liquor, 40% is used for alcohol-
based chemicals, and the remaining 15% is used for blending with petrol. The Indian 
Government has also recently raised the purchase price of ethanol procured from 
molasses under the Ethanol Blending Program (EBP) - the Cabinet Committee on 
Economic Affairs (CCEA) raised the price of ethanol extracted from sugarcane juice 
from Rs 63.45 per litre to Rs 65.60 per litre and through the B heavy molasses route 
from Rs.59.08 per litre to Rs.60.73 per litre for the supply year beginning in December 
2022. 

The AlcoBev sector is concerned about ENA inflation because the price of its key 
alcoholic is driven by such policies, including the hikes in the purchase price for the 
alternative use under the EBP. The challenge the AlcoBev industry faces is sustaining 
its operations in such a situation, given the inflationary pressures.
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Impact of Ethanol Blending on AlcoBev and Other Sectors 
The Government of India released a ‘Roadmap for 
Ethanol Blending in India 2020-25’ that targets 20% 
of ethanol blending by 2025, and to meet this target 
along with the requirements of the Alcoholic Spirits 
industry, will require doubling of domestic agriculture 
production capacities. The country has achieved the 
target of 10% blending ahead of the timeline mentioned 
in the roadmap. NITI Aayog has laid down the expected 
capacity of molasses-based distilleries and grain 
based distilleries that would increase from the current 
levels. 

But as the increase of 
Molasses and Grain-Based 
distillation capacities are 
for blending into petroleum 
products, due to this diversion 
towards green fuel blending, 
other sectors will have limited 
or limited availability of ENA, 
which will impact the price 

demands by ENA distillers. Since ethanol is the essential ingredient to produce Alcoholic 
Spirits, the continuing increase in prices for alternative use will severely impact the 
AlcoBev Industry. 

In 2019, alcohol manufacturers approached NITI Aayog, seeking an exemption from 
import duty on ENA because of the massive shortage in domestic supplies following 
the diversion to the EBP. However, the import duty on ENA has remained at 150 percent 
and has not been give any relief till date.

Overall, the cost of ENA is set to further go up by at least 5 percent, following the lack 
of ENA availability and the diversion for blending green fuel. 
Therefore, it is imperative that the government moves towards establishing an 
inflation-based index that links the IMFL product price to the fluctuating cost of inputs, 
especially at a time when the AlcoBev sector’s most critical ingredient is set to become 
more expensive.
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India-UK FTA and AlcoBev sector
After the brief disruption caused by political events in 
the UK, India and the UK have restarted negotiations 
for finalizing rules on trade in alcohol beverages, even 
as the two sides are in the process to concluding 
a full-fledged FTA. Government data reveals that 
India exported about US$400,000 worth of alcoholic 
beverages in 2021-22 to the UK, while imports from 
the UK were worth US$192 million. The two sides 
have resumed the sixth round of FTA negotiations in 
December to finalize a full-fledged FTA which covers 
about 26 chapters, including goods, services, investments, government procurement, 
and intellectual property rights (IPR). So far, the two sides have concluded 19 of the 26 
chapters. While the initial deadline for the conclusion of FTA by Diwali 2022 could not 
be met due to a delay in resuming negotiations after the fifth round of discussions in 
July given the political development in the UK, the two sides now expect negotiations 
to conclude by March 2023. On Government procurement, the UK is seeking relaxation 
in local content requirements. While on IPR, India is keen on discussing geographical 
indications (G.I.). 

The two sides seem to be in harmony on tariffs, as India has reportedly offered to provide 
tariff concessions to the UK on alcohol. According to sources, the Indian government 
is expected to gradually reduce import duty on alcoholic beverage products. It has 
been reported in a section of the Indian media that under the proposed rules for trade 
in alcohol, the UK government is planning to classify Indian liquor as ‘Indian Imported 
Liquor’ and allow access to Indian ‘liquor’ with three years maturation period. However, 
there is on official confirmation on either side of such an move. In addition to the 
alcoholic liquor sector (primarily Scotch whisky), several other important sectors will 
also benefit from the trade agreement. ISWAI members support and welcome the 
progress in the India-UK negotiations for the early conclusion of the FTA, which aims 
to bring complementarity in trade. Both India and UK are likely to have easier access 
to each other’s market, once a favourable deal is signed. The likely reduction in import 
tariffs by India is expected to lower the price of high-end alcohol products from the 
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Free Trade Agreements (FTA): 
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Free Trade Agreements (FTA): 
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UK, which will benefit consumers in being able to enjoy a wider choice and promote 
premiumization. The trade deal is also expected to raise the product standards for 
Alco-beverages in India, and increase manufacturing of Indian Made Foreign Liquor 
(IMFL) and its global market share. An increase in trade in this sector will also result 
in the growth of allied sectors such as the Travel, Tourism and Hospitality industry in 
India.

However, the India-UK FTA also risks delay due to larger issues such as rules on
Mode-IV, i.e., the movement of natural persons, which remains an issue for the UK 
authorities. UK Prime Minister Rishi Sunak is reportedly planning to bring down 
immigration numbers by limiting the entry of students, a move which may impede 
the progress made earlier on the issue of immigration and visas. In November, the 
UK finalized a reciprocal migration deal with India under which 3,000 UK visas will be 
offered to young professionals from India. The recent data reveals Indians are the 
largest recipients of ‘skilled worker’ visas from the UK. Lack of consensus on issues 
such as environment and labor may also delay the negotiations. 
ISWAI members suggest an expedited solution to such pending issues to move 
towards the early conclusion of the free trade agreement, which is important for both 
countries to strengthen their trade and investment ties.
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Revenue is the most important input for an efficient 
and resourceful administration. In India, there has 
been a well-planned, well-defined, strong and just 
system of revenue collection at all times. According to 
the needs of changing times and a big gap between 
sources of livelihood and resources, new sources of 
revenue have been developed. But Excise collection 
remains one of the prominent sources of revenue for 
the states in the country. In 2022, many states have 
witnessed changes in their respective excise policies 
focusing on price change and revenue collection 
methods.
Please find below some key excise policy changes in the country in 2022:

ASSAM
In it’s budget 2022-23, the government proposed the following Excise reforms:-

• To allow the option of conversion of the existing IMFL ‘ON’ licenses to IMFL ‘OFF’ 
licenses in the rural areas in a limited manner with a conversion fee. 

• To strengthen enforcement a Modern Assam Excise Chemical Laboratory at 
Guwahati Biotech Park (GBP), Amingaon has been set up by the Excise Department. 

To track and trace counterfeit and smuggled products, affixing of tampering free 
high-security holograms with QR codes on liquor bottles has been mandated for the 
first time in the state.

CHHATTISGARH
Liquor got costlier in Chhattisgarh this year, as the state government decided to 
increase the additional excise duty on alcoholic beverages from Rs. 5 to Rs. 10 per 
bottle.  This was done in order to meet the excise revenue target for 2022-23, to fund 
the development of ‘gauthans’ (places in villages where animals are kept in the day 
time, which are being developed as rural industrial parks by the government) and 
other development activities in the state.
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DELHI

A new excise policy was introduced in Delhi in November 2021 with sweeping changes 
to the nature and functioning of the liquor trade in the city. The government exited the 
customer end of the trade entirely, shutting all government-run liquor vends, and the 
sale of liquor was handed over exclusively to private players. Before this policy was 
implemented, there were 849 liquor shops in the city. However, amidst allegations of 
wrongdoing, and the expiry of the term of the private retail policy, the  government 
rolled back the policy in July 2022 reverting to the old excise regime from 1st September 
2022, which meant that liquor will be sold only through government retail outlets in the 
Capital. Given the phased opening of retail stores, the number of outlets is currently 
lower than the erstwhile number of 849 retail stores and hence the Capital is currently 
underserviced in terms of AlcoBev retail infrastructure.

GOA

Goa witnessed an increase in the excise duty on beer by Rs. 10-12 per bulk litre while 
the rates remained the same for hard spirits.

HARYANA

The Haryana Cabinet in May’22 approved a new excise policy for the year 2022-23. 
As per the Policy, the liquor vends had to be auctioned through e-tender of retail per 
zones (comprising a maximum of four retail shops). The state has also drastically 
reduced the levies on BIO brands. The assessment fee has been reduced from Rs. 225 
per PL to Rs. 75 per PL and VAT on BIO has been reduced from 10% to 3%. The quota on 
BIO has been increased from 3 lac cases to 10 lac cases.

In the new policy, the import duty on wine was brought down by Rs. 5. The Letter of 
Intent fee for establishing a Wine manufactory was also down from Rs 15 lakh to Rs 1 
lakh and there has been no increase in the bar license fee.
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6



HIMACHAL PRADESH

Himachal Pradesh approved the excise policy for the fiscal year 2022-23 envisaging 
the collection of Rs. 2,131 crore in revenue during the year. The new excise policy pointed 
to the renewal of retail excise vends in the state for the FY2022-23 at the renewal fee of 
4% of the value of the unit vend. The objective was to gain adequate enhancement in 
government revenue and curb the smuggling of country liquor from the neighboring 
states through a reduction in its price. 

JAMMU & KASHMIR

The Administrative Council of J&K this year approved the incorporation of liberal 
provisions in the Jammu and Kashmir Liquor License and Sale Rules, 1984 and the 
new Excise Policy, 2022-23 has granted License JKEL-2A for the retail sale of Beer 
and Ready to Drink (RTD) beverages in departmental stores in the urban areas of 
UT. J&K authorities has permitted departmental stores to sell the beverage under its 
liberalized liquor licensing and sale policy. The council also approved permission to 
the Jammu and Kashmir Tourism Development Corporation for the retail sale of beer 
and ready-to-drink beverages in unserved or underserved areas in consultation with 
the concerned Deputy Commissioners.

KARNATAKA

The Karnataka government, dropped its plan to allow online liquor sales in the state 
this year, as retailers alleged that it would lead to losses to thousands of liquor outlet 
owners, leaving their staff jobless. 

The excise revenue in Karnataka has touched Rs. 19,244 Cr till November 2022 against 
16,641 Cr. For 2021-22. The revenue target for FY 2023 is Rs. 29,000 Cr and the state hopes 
to collect 30,000 Cr. In this fiscal year. The Karnataka government had also considered 
allowing sale of wine in big stores and supermarkets. At present, only registered wine 
stores are allowed to sell wine in the state.

DECEMBER 2022

INTERNATIONAL SPIRITS & WINES ASSOCIATION OF INDIA #DrinkLessDrinkBetter

BUSINESS. ECONOMY. SOCIAL.

Updates on State Excise Policy 

7



DECEMBER 2022

INTERNATIONAL SPIRITS & WINES ASSOCIATION OF INDIA #DrinkLessDrinkBetter

KERALA

The Kerala Government approved setting up of pubs and wine parlours in IT parks 
across the state. The liquor policy of the state for the FY2022-23, aimed at increasing 
the number of retail outlets in the state to bolster its exchequer. 

There was a dip in sales of liquor due to the pandemic in 2020-21. The Kerala State 
Beverages Corporation (BEVCO) posted a loss of Rs. 1,608.17 crore in revenue during 
2020-21. Hence, the government which was exploring the idea of opening up retail 
vends at different places has tweaked the policy to allow for opening up BEVCO and 
‘ConsumerFed’outlets in those areas which are safely away from populated and 
residential areas. 

The government also gave permission to produce liquor with low alcoholic content or 
wine from cashew apple, pineapple, jackfruit and nutmeg.

MADHYA PRADESH

The Excise Policy of 2022-23 had proposed a reduction in alcohol prices by 20 per 
cent to increase sales and mop up more revenue. It had also okayed liquor sales in all 
airports and select supermarkets in the state’s four big cities, while home bar licences 
can be obtained by people having an annual income of over Rs 1 crore.

ODISHA

Taxes of IMFL, Beer, Ready-To-Drink, Country Liquor remain unchanged in the Excise 
Policy announced for year 2022-23, resulting in no change in MRPs for the said 
categories of AlcoBev. Taxes on Foreign Made Spirits, Foreign Made Wines, Domestic 
Wines have been reduced. MRPs of Imported Spirits have been reduced in the range 
of 12-16%. Distillery license fees, new brand label registration fees, Production fees have 
been increased while annual composite label registration fees remains unchanged. 
The Policy continues with its emphais on automation of various existing process under  
the 5T action plan of the Government of Odisha.
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PUNJAB

Punjab rolled out the excise policy for 2022-23 in June’22 to be applicable form 1st 
Jul’22 to Mar’23 making liquor cheaper by 35-60 per cent. by introducing a quota on 
IMFL and Beer for the trade in the Policy, and by marginally bringing down the prices 
of some brands on a par with those prevailing in Chandigarh. The aim of the policy 
was to stop liquor being smuggled into the state from both Haryana and Chandigarh.

The revenue pegged from the policy this year was Rs 9,647.85 crore which was 40% 
more than 2021-22. Key features of the policy were: 

1. Distillers, liquor distributors and retailers have been delinked. In the past, the 
manufacturers were themselves involved in the liquor retail business

2. In case of country-made liquor, each distiller was to appoint one distributor. 
Similarly, all other manufacturers were to have one distributor, who would then 
supply liquor to all retailers 

3. The government lifted the ban on opening of new distilleries in the state
4. The size of the groups (licensing units) was brought down to 177 from 750 last year

RAJASTHAN

The excise policy of Rajasthan for 2022-23 to abolished the Covid-surcharge by 
slashing the excise duty in the state by 8-10%. The state granted price increase of Rs. 
52 in the current year’s excise policy and has also reduced the bottling fee by Rs. 2 per 
bulk litre, giving a further relief of Rs. 18 per case to the manufacturers.

The policy also excluded the central sales tax amount in calculation of excise duty 
and provided a discount on bottling fees to beer manufacturers who produce more 
than 70% of their production capacity for meeting the demand & supply gap in the 
state. The policy aimed at generating a revenue of Rs 15,000 crores for the state.
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UTTAR PRADESH

In the excise policy for 2022-23 of Uttar Pradesh, the excise revenue target increased 
to Rs. 40,000 crores, from Rs. 34,500 crores in the previous year, and the approach 
followed by the state government to achieve this target was to increase the licence 
fee and security amount across all categories of licences required in the state. The 
processing fee for these licences had been increased to Rs. 1 lakh as against Rs. 55,000 
for each application earlier. Brand and Label Registration fees also increased from 
33% to 90%. The revenue breakup proposed earlier this year by UP excise department:

The government also gave permission to produce liquor with low alcoholic content or 
wine from the cashew apple, pineapple, jackfruit and nutmeg.

WEST BENGAL

The State goverment implemented revised prices for alcoholic beverages effective 
November 14, 2022. and allowed suppliers to claim an Inventory Management Cost 
upto 10% of the offer price.
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• Draft regulations regarding the amendment of Food Safety and Standards 
(Alcoholic Beverages) Regulations, 2018 (Part 5, for the regulation 5.5)

• Alcoholic beverages continue to be exempted from declaration of nutritional 
information.

• Declaration of energy content in KACL by manufacturers, is optional

FSSAI published Food Safety and Standards (Alcoholic Beverages) 
First Amendment Regulations, 2022 - including regulations for the 
non-alcoholic counterpart of alcoholic beverages and flavoure 
beer.

Non-alcoholic counterparts of alcoholic beverages shall have alcohol content 
less than or equal to 0.5% alcohol by volume and meet all the requirements of the 
respective alcoholic beverage of origin except the ethyl alcohol content. Further under 
the regulation, Flavored Beer shall mean beer containing flavors as per the provisions 
of the Food Safety and Standards (Food Products Standards and Food Additives) 
Regulations, 2011 and such beer shall meet all the other requirements of the beer, as 
specified under these regulations.

FSSAI Order – Sample Size of High-Priced imported Alcohol beverage 

It was decided, in case of imported high-priced liquor brands miniature/representative 
samples of 100ml in 2 numbers can be taken for laboratory analysis, subject to the 
condition that the imported consignment shall be accompanied by test certificate 
of the regulatory body of the exporting country, that the representative/miniature 
sample and imported consignment permit to the same batch.

FSSAI Order – Clarification with respect to alcoholic beverages 
imported into India in bulk container  

The order specifies that imported bulk alcohol shipments for the purpose of further 
processing and manufacturing will be exempted from alcohol percentage content 
parameters otherwise mandatory for finished alcoholic beverages. However, The 
currently existing product safety, testing, and labeling requirements will remain. Such 
products should carry a label stating “For Manufacturing of Alcoholic Beverages only”.
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FSSAI- Sector Updates
FSSAI Order – Implementation of testing of non-confirming 
parameters by referral laboratory for samples taken from an 
imported consignment

In case if an imported consignment fails at the level of the primary lab, the sample 
is referred to the referral laboratory for re-analysis to test all the parameters in 
accordance with FSS Import Regulations. Reanalysis of all parameters is time-
consuming and cause’s delay.

As per order the notified on October 21-2022, it has been decided that only parameters, 
results of which in primary labs found non-confirmation to the limit specified in the 
FSS regulation and the applicable safety parameters not tested by primary labs, if 
any, will be tested by referral labs. The report of referral lab will be final.   

FSSAI Order - rectification of labels of all non-compliant labels 
imported into India. 

• The direction permitted the rectification of labels to be carried out by affixing a 
single non-detachable sticker or by any other non-detachable method within 
the confines of a Customs-bonded-warehouse, before visual inspection, or re-
inspection, by FSSAI authorised officers or representatives. The implementation 
hopefully would lower the unwarranted rejections of imported products. on labeling 
parameters. 
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