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Abstract: Excise goods have been existing for a long time. Although what excise 

goods are has changed several times over the centuries, the excise tax paid 

according to the price of the goods remained the most important source of 

income of the state budget. Of course the fact that the payment of this tax is 

always tried to be avoided has not changed either over the centuries just to 

make the price of the goods more favorable and this way the better price 

makes an easier and bigger sale possible. In my article I would like to find 

out what excise goods are, and how they differ from the logistical process 

of non-excise goods. These products are present in trade as well, as 

elements of these processes. Their high value, on the other hand, requires a 

special treatment, which ensures the intactness of these products and the 

fact that with their purchase and consumption the state obtains incomes to 

enrich the state budget. 
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1. Introduction 

The CXXVII law in 2003 regulating the excise goods is the guide of those 

economical events in which excise products are touched apart from the logistical events 

they participate in. Being purchased, used up in manufacturing, sales, storing or treating 

it as waste, dealing with excise materials differs in some ways from dealing with non-

excise materials. It is here that I would like to point out that "Not knowing the law does 

not exempt from responsibility". So it is worth to be taken up with the theme so as not 

to meet some surprises in our activity later which are due to our honest intentions or 

ignorance. The law unambiguously regulates excise products as well as the events 

which require obligation to report from the given natural or legal persons. The income 

from the excise tax contributes considerably to the incomes of the state budget and the 

keeping of the letter of the law is checked by NAV (National Tax and Customs Office). 

But what are excise products really? 

2. Basic economic trends 

According to some sources the word comes from the translation of the German 

"Gefall" or the English excise, but beyond its origin it means the whole income of the 

state based on its financial sovereignty. They mean the economic and financial burdens 

to be paid with the commercial movement of the product. So excise goods are those 
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goods the distribution of which is regulated by the state. It meant the same in the past 

too. 

Their appearance goes back to XVI century, and by the end of the century the system 

was completed and the state could get hold of such revenues which provided an 

important part of its budget. 

In the XVI century the system of salt sale was called chamber system. Salt as an 

unique non-organic spice and the one spice which assured the preservation of food 

besides making them tasty. So salt was extremely important for the people of the age as 

it was known by the monarch as well. It was not the only product in this respect, as 

there were monopoly products such as the commerce of the gun powder, money minting 

or much later the monopoly of lottery but they are not included in the excise products 

circle any more. Over the centuries there were changes in what the state considered to 

be an excise product or what was excluded of it, what else entered the regulation of 

excise products. According to the current interpretation alcohol, tobacco products and 

mineral oil are excise products. 

Tax obligation after excise goods originates in the production or at importing excise 

goods. In our case inland means Hungary. With excise goods coming from a 3rd 

country as (with non-excise goods as well) there is customs examination. During it the 

customs fee is determined and VAT is imposed. It is important that if the customs 

examination is not done in Hungary, an indirect customs representative can proceed on 

behalf of the company. During customs examination he can provide his own bank 

guarantee for the administration, the expenses of which are imposed on the assigner. 

The customs examination with an indirect customs representative can as well mean the 

right of self-assessment (in most cases it is even solicited) and this way VAT need not 

be paid after customs examination. However, with paying the customs fee the 

regulations of the affected country are authoritative. For example if a given company 

does not possess an extended customs pay permit, but it does the customs examination 

in the Netherlands and its representative has the possibility, he can pay the relevant 

customs fee postponed. In assessing the percentage of customs fee the regulations of the 

European Union are uniform, as there is no difference where the customs examination is 

done. The amount of the customs fee is the income of the European Union, but Hungary 

is legally entitled to a quarter of it. So it is the interest of Hungary as well to make the 

customs examination inside the borders and not in other countries of the European 

Union, as the customs fee can enter and increase the State budget.  

There is no uniform purchase tax in the European Union and only the lowest level of 

the excise tax is determined.  

I am doing my investigation with reference to Hungary.  

3. Tax stamps 

The taxed quality of excise products is assured by tax label. But it cannot be carried 

out with all excise products. It can only be applied with products of the spirit and 

tobacco industry. The products of mineral oil cannot be followed this way. The bottles 

and the products of tobacco industry are tax labelled.  
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The tax stamp on the products demonstrates the origin of the product (the stamp is on 

Hungarian) and it proves that the product is liable to tax. The law orders an obligatory 

invoice or receipt to be given at sale which also proves that the product is taxed. 

The tobacco products in Hungary are tax labelled. Compared to the tax label, the tax 

stamp contains the price and type of the product. It proves that the tax has been paid for 

the product liable to tax by the manufacturer. Tax labels are used with spirits and tax 

stamps with tobacco products. Tax stamp always present the name of the product 

cigarette, cigar, consumer tobacco. 

The fact that products must have a tax label or tax stamp is stated by the law, so the 

customer can make sure right at the moment of purchasing that buying the product 

meets his excise tax paying obligation, and at the same time the product is identified and 

has an appropriate quality. As the excise duty increases the price of the product 

considerably, this clause promotes "black commerce" punished by the law. 

Out of the tax stamp products I would like to deal with tobacco products and their 

commercial characteristics, their excise nature and the logistics processes and feature 

connected with tobacco products. 

The logistics activity carried out with excise goods does not differ from the logistics 

of non-excise goods in some cases, but there are cases when it cannot be performed in 

the same way even because of the particularly high value or the excise value of the 

product. This does not only make a difference in forwarding, transportation or storing, 

but in many cases in production or in inverse-logistics solutions you must find particular 

ways. 

3.1. Sales of the excise goods (tobacco) 

The changing of tax content of tobacco products influences the sales possibilities. As 

I have already mentioned the first regulation is the one with the tax stamps. A product 

cannot be sold or to be more precise the tobacco products cannot be brought out of the 

warehouse without tax stamps. As the tax stamp itself contains the amount of tax, this 

way it is a means of representing value like other funds. So tax stamps must be assured 

for selling or without them products are unmarketable. What I know from experience is 

that the placing of the tax stamp on the products is the last step of the manufacturing 

process, before the final packaging. This means that you must possess the tax stamps for 

finalizing the production, and they must be financed by the manufacturer in advance. 

The cost of production of a tax stamp is 8 HUF in March 2012, the high expense rather 

means paying the excise tax which is the condition to get them. 

Because of the intensive changes of taxes there are other regulations referring to sales. 

According to the changing of tax content the product is sold at a new price. The product 

becomes more expensive, naturally its excise tax content will be higher so more money 

will flow into the State budget with purchasing and consumption of products, also 

because the VAT will be higher too. 

The tax content changes are not considered new at all on the market of tobacco 

products. Following the former free price era the price of the products became fixed by 

the authorities thus the amount of tax coming from it was regulated according to the 

law. Market relations are strongly influenced by the price of the products and this way 
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there appeared a pronounced competition among the manufacturers. Naturally the lower 

limit of the competition was to recover expenses, the upper limit was the highest price 

that could be asked for it by keeping the trade unchanged. After the free price era the 

prices were fixed and a considerable competition started on the market. The producers 

quickly recognized that they could achieve an important advantage because of the tax 

content changes. From time to time they have to raise the price of their products on the 

market. The higher price, however, drives the customers to producers having lower 

prices. This leads to a trade recession which may result in the regrouping of market 

coverage. 

Times have long passed when some of the country's tobacco factories (Eger, 

Debrecen, Sátoraljaújhely, Pécs, Budapest) produced the same products according to 

quotas. 

Competitive market economy requires from every manufacturer to achieve the highest 

possible trade with their own products. Due to the causes mentioned above each 

manufacturer quickly recognized that he could protect his company most efficiently 

against tax changes (and against the possibly falling demand caused by higher prices) if 

he creates the biggest stock as possible. Thus he can supply the market in the future too 

with lower prices even after the rice of prices. This measure gave him an important 

advantage on the market and profit as well. Naturally not to forget the financial 

conditions in the way they had to take care of the storing and quality of the product. At 

the same time these possibilities were only for the wealthy companies, while the smaller 

ones could not profit of it or only in a small extent. This way the advantage of the 

competition was mostly assured by the amount of capital and the financial indices. 

In the sense of the changed law this way cannot be followed any longer. According to 

the regulation of the current law "after the 30th day following the coming into force of 

the changing of the law the trader and importer possessing the excise license and after 

the 60th day the non-excise licensed merchant can sell products only with tax stamps 

according to the valid tax content". So the wholesaler can sell his products having old 

tax stamps for 30 days and the retailer for 60 days only after the date of change. As I 

have mentioned before, the tax stamps must be financed in advance, this way the 

possibility of selling the products must be assured as well. If it is not possible - as 

circulation cannot be specified for 100 % - the products must be carried back to the 

manufacturer. 

3.2. Inverse logistics of the excise goods (tobacco) 

Products can be sorted out because of different reasons. One can be the above 

mentioned tax changes or quality failures but there can be damages either in the 

warehouse or during transportation. These products cannot get to the consumers, their 

sorting out is demanded. Naturally the value of the product is deficit, not only the 

missing profit, but on them the tax label as well, as the excise goods tax has already 

been paid for it. Certainly the law assures a possibility to solve these problems. The 

returned products must be taken back to the factory. During transportation (will be 

dealed with in details later) some preventive regulation must be taken for the protection 

or the product, as it represents high value. About them a registering must be done as the 

law says. The returned products must be protected while being stored. These products 
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are excise goods longer, having much financial value so they must be stored in the 

excise goods warehouse possessing a severe registration obligation until their 

destruction. Cigarettes are usually not dismantled but consumer tobacco is worth taken 

out of the wrapping and gathered because one can contain 120-180 gr of tobacco. The 

dismantling can only be done under the supervision of NAV and with a strict 

administration of the dismantling goods. Besides the sorting out of different tobacco 

products the highest value lies in the tax stamps. Their serial number must be sent to the 

tax office. After all these you can reclaim the money. 

Cargos must be followed in all cases by documentation of course, as any other cargos. 

This refers to the by-products of tobacco industry as well. Tobacco dust and win overs 

transported abroad is considered waste at the moment, however, after a small 

transformation it returns to the factory as tobacco foil for further use. But as being a 

waste the regulation of the European Union refer to it (1013/2006/EN (REGULATION 

(EC) No 1013/2006 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL 

of 14 June 2006 on shipments of waste) and the company is obliged to fill in the number 

VII supplement of the order. This must also contain a reference to its being hazardous 

waste or not according to the Basel agreement. Naturally this tobacco by-product does 

not belong to hazardous waste. In the production of tobacco industry different adhesives 

are used, but these are adhesives of food industry and their containers are not 

contaminated with hazardous waste either. In the production no hazardous waste comes 

into being only oily rags are the only hazardous waste in the factory. Their 

transportation is certainly done according to the obligation of law by filling in an „SZ” 

sign. 

3.3. Transportation of the excise goods (tobacco) 

Essentially there are 2 halves of transportation solutions in the life of a tobacco 

factory: the one of raw material and the one of finished goods. 

3.3.1. Raw materials 

In the tobacco industry we do not usually talk about excise goods. The different 

packaging materials, the softening and flavor materials are not excise goods, nor are the 

raw or fermented tobacco leaves. The fine cut tobacco leaves are not excise goods 

either, when in production prepared for using up. However, if the fine cut tobacco 

leaves are sold (e.g. another producer wants to make cigarettes, consumer tobacco or 

pipe tobacco) these products are excise goods. As excise goods they represent higher 

value and higher security regulations refer to it. There exists a secondary product 

(tobacco dust) which is recycled in paid work by the company. The high celluloid 

content of tobacco is similar to that of the paper which makes possible to produce 

tobacco foil of it. The tobacco foil goes back to the company and it becomes the 

covering of cigarillo. Although this economical event occurs, it is not frequent in the life 

of a tobacco factory. Naturally if the production capacity makes it possible the factory 

favors his own production and makes the products mentioned above. But it can happen 

that the purchaser needs are so high that they can only be fulfilled by other partners by 

paid work. 
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3.3.2. Finished goods 

The possible finished goods of a tobacco factory are almost all excise goods. Some 

additional products do not belong there only as the filter of RYO products (roll your 

own) that can be placed into the cigarette by the smoker himself, or the cigarette cover 

which are not produced by using tobacco or tobacco derivative. But other products 

(cigarette, cigarillo, consumer tobacco or pipe tobacco) are excise goods. Their being 

excise goods and their being taxed is certified by the tax stamps on them. The tax 

stamps are placed on them in the last stage of production. The purchaser pays the price 

on the tax stamp which already contains the excise tax and VAT. 

The finished goods of the tobacco factory are valuable products moreover they 

already contain the amount of excise tax and VAT and this way they represent high 

value concentrated to a small place. Their storage must be done under strict regulation 

and there transportation must be made in maximum security. 

The removing of final products from warehouses and their loading on trucks is done 

under the safety of a security guard. The company makes an effort to maximum security 

and also takes separate precautionary measures for the higher supervision of certain 

points. After loading the truck is sealed with a numbered seal, even in the case if the 

transportation is done to an outer warehouse. The trucks transporting finished products 

have GPS trail following system. The truck's trail can be followed even where it stopped 

and how long it waited. The drivers always have mobile phones that can be checked at 

any moment. The trucks are boxed, as canvas covered trucks cannot be used, they are 

not safe enough as canvas can easily be cut and the load is in no proper safety. Referring 

to transportation abroad the exceptionally high value transport must be assured as at 

eventual stealing or robbing the tax will be affordable for the state. Guarantee for the 

company is assured by a financial institution (bank or an insurance company) which of 

course generates more expenses. In the case of a tax change if the product cannot be 

sold any longer it must be recollected from wholesalers and retailers. Recollection must 

have the same security regulations. These products are excise goods apart from tax 

changes or prohibition of their sale in spite of the fact that they face destruction. 

3.4. Warehousing of the excise goods (tobacco) 

As for raw materials of excise goods we mention tobacco and NTM (Non Tobacco 

Material) materials. As I have mentioned above they are not excise goods. Their storing 

and warehouse logistics activity does not differ from the storing activity of any 

products. 

Storing is different with finished goods as excise products. The warehouse is a tax-

warehouse. Warehouses can be entered by authorized people only. As in the warehouse 

there is a repackaging activity as well, only authorized people can enter besides workers 

(cleaners and maintenance men). There is a card entrance system. In the 3 storey 

warehouse it is specified where the wrapping materials, where the waste originated from 

packaging, where the finished goods are and where packaging and errands are made. 

The record of provision must be precise. It is both required by the company and the law. 

It can be checked by the authority /NAV National Tax and Customs/ at any time. 
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The movement of provisions is also documented by the company. At present it can 

mean too much paperwork, on the other hand, we are planning the electronic 

bookkeeping and the introduction and organization of following of goods. 

It will certainly lighten the administrative tasks and results in the better using of 

working hours, or a higher efficiency of work. Of course it needs investment and 

expenses, but in my opinion they will recover in a year. 

Conclusion 

Dealing with excise goods differs in many cases from the logistics of non-excise 

goods. This special way is required not only by the high value, but also by legal 

regulations and the controlling supervisory authority. There are strict regulations in 

some cases for purchase (tax stamp, which represents the same value as banknote) for 

production (the finished product is excise goods) and in some cases the cut tobacco as 

well, so it must have a tax stamp for storing and transportation of finished products (trail 

following protection). 

Regulations related to the trade of excise goods or their administration limit the scope 

for action. The excise law prescribed the conditions of producing excise goods, the trade 

with them even in earlier times and defined the way of treating them so that even their 

change cannot avoid excise goods taxing regulations. Over the centuries it has often 

changed which products belong to excise goods. We do not pay excise tax for salt 

nowadays and there have been changes in the amount of excise tax and we can say that 

the law is more precise, it covers the protection of excise goods, their trade and taxation. 

This is necessary for the state to assure this very important and essential source of its 

budget as precisely as it can. 
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