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INTRODUCTION

This is an intermedisate report of a study, initiated by the
Tariff Commission on July 26, 1965, under section 332 of the Tariff
Act of 1930, of the provisions in Title 19 of the United States Code
which permit the temporary importation of merchandise into the United
States with exemption from duty or which permit the recovery of duty
when the imported merchandise or its domestic equivalent is exported. ;/
It contains information on the use of the provisions, and tentative
proposals for their modification. The proposals are to be the subject
of a public hearing of which notice is given simultaneously with thé
publication of this report. An earlier report on this study, entitled

Report on Legislative Objectives, was published in March 1966.

The study, as stated in the Commission's announcement, is to
review the purpose of each provision, examine the extent to which
it is accomplishing its purpose and determine its effect on United
States trade.

Title 19 of the United States Code affords three basic proce-
dures for exemption from duty on imported goods which are exported.
A brief resume of each procedure follows--

The drawback procedure.--Under this procedure duty is
paid and absolute possession of the imported goods obtained.
Drawback or recovery of virtually all of the duty is allowed
within certain limitations, upon exportation of the same

goods, or articles made from them, or articles made from
domestic goods of the same kind and quality.

1/ For purposes of this study, the ultimete recovery of all, or vir-
tually all of the duty is treated as an exemption from duty.

g/ The need for such & study as to drawback, the chief provision
under consideration, was indicated in a survey by the Bureau of Customs,
December 1964. An Evaluation of: Mission, Organization, Management;
Section VII, pp. 3¢-40.




The continuous customs custody procedure.--Under this
procedure the imported goods are exempt from duty and remain
under customs surveillance in a customs bonded warehouse oOr
foreign trade zone, where they may undergo manipulation,
processing, or manufacture, and from which they may be with-
drawn for export without payment of duty.

The release under bond procedure.--Under this procedure
full pcssession 1s obtained of the imported goods, without
payment of duty, in exchange for bond given for exportation,
after repair, processing or manufacture, or use for certain
limited purposes.

The extent to which exemption from duty on impor£ed materials
can be an incentive to exports depends both on the amount of dutiable
meterials used and the amount of the duty. Although dutiable importis
have increased in the past several decades, they still comprise only
2 percent of the gross netional product, and much of that amount con-
sists of finished articles, such as automobiles and whisky, which are
not used in production. The ratio of duty to velue of dutiable
imports, morecver, has declined from L5 percent in 1930 to 12 percent
at present, and will be reduced further as the rates (generally half
the previous rate) in the last round of trade agreement negotiations
gradually become effective. While any saving to exporiers tends to
promote exports, there is little saving in the cost of most articles
through exemption from duty on imported materials they contain. |
Minersal raw materials, agricultural products and numerous manufactured
articies exported from the United States obviously do not qualify for
such a sa?ing as they contain no imported materials. Exports on which
such & saving is actually obtained are valued altogether at something

more than $3 biliion a year, and comprise 10 percent of U.S. exports.



The total saving on those articles, by exemption from duty, is equal
to from 1 tc 2 percent of their value.

Drawback is by far the chief procedure for obtaining exemption
from duty on imported materials used in articles exported. Drawback
was paid in the calendar year 1967 on articles valued at $3.l4 billion.
The drawback, amounting to $51 miliion, comprised the return of duty
on imported materials valued at $836 million. Imported materials
used in production under the reiease under bond procedure were valued
at $58 million, and those in production under procedures for contin-
uous customs custody at less than $5 million.

The following sections of this report set forth téntative pro-
posals for changes in the temporary entry provisions of title 19, a
discussion of the three basic procedures involved, and data pertaininug

to the use made of each procedure.
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TENTATIVE PROPOSALS ;/

Tentative proposals with respect to the various provisions of
title 19, U.S. Code, under consideration are set forth below for the
purpose of eliciting constructive comment and suggestions from inter-

2
ested parties. —/ To facilitate this objective each of the tentative

proposals is numbered.

The drawback provisions

Section 1313(a), (b), (d), (e), (£), (&), (b), and (3), relating

to drawback allowzble on the basis of imported articles which have

3

been processed in the United States: -/

l(a).i/ Proposal: Repeal each provision (except section 1313(d)).
Explanetion: Drawback is collected on relatively few
exported articles, and is nearly always trivial in rela-
tion to the value of the article. Hence, it does not
heve 2 significant effect on promoting exports.

(b).E/ Proposal {alternate to (&)): Retain the drawback pro-
visions in subparagraphs (), (b), and (g), but consol-
idate them into one paragraph--possibly with the sub-
stilution of the concept of "fungibility" for the
present concept of "same kind and quality", repeal
subparagraphs (e) and (f), limit drawback claims to
articles exported within 2 years of the date the
material was imported, and no longer require that
imported materials have been manufactured by the time

1/ Chairman Metzger opposes the 'tentative proposals” because, in
his opinion, nothing in the report supports proposals, tentative or
otherwise, to repeal the drawback and related provisions of U.S. laws.
Commissioner Thunberg opposes the tentative proposals because she
feels that they do not address the basic purpose of the drawback pro-
visions, which is to remove the disadvantage to U.S. exporters result-
ing from import duties levied on commodities they use in process,
and she would like to see such specific proposals included. Commis-
sioner Newsom tock no position on the tentative proposals.

g/ These provisions of title 19, U.S. Code, are set forth in Appendix B.

3/ Section 1313(i), which authorizes the Secretary of the Treasury
to promulgete special regulations with respect to the drawback proce-
dures, is not discussed herein as it is not a substantive matter for
purposes of thies study.

L/ Note precposals 15(a) and (b) which are interrelated with proposals
1(a) and (b). :
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a claim is filed on exported articles made of substitute
materials and that the exported article be mamufactured
or produced within the period from the date of importa-
tion to the date the claim is filed.

Explanation: It is believed that subparagraphs (a),

(b), and (g) can be simply stated in one paragraph. Sub-
paragraphs (e) and (f) have been obsolete for many years.
The 2-year limitation is premised on the fact that claims
involving longer periods of time are minor in volume and
are seldom related to current conditions in tariffs and
trade. The requirements which would be eliminated have
no apparent economic justification and merely make the
procedure more difficult to administer.

The concept of "same kind and quality" is said to be
rigid and inelastic in that it does not permit substi-
tution in some situations in accordance with commercial
realities. ¥For example, two materials may be of the
same kind but not the same quality. When used in the
production of certain products, the guality distinctives
are of no significance. Under the "same kind and
quality" concept these materials may not be substituted
for each other. The concept of "fungibility" would
allow substitution of any domestic material for any
imported material of the same genre if, for purposes

of producing the particular exported article, the qual-
ity distinctions between the two materials are of no
significance.

2. Proposal: Transfer the substence of section 1313(d) to
the Internal Revenue Code. :
Explenation: Drawback provisions relating to internal
revenue taxes now appear in the Internal Revenue Codc
with respect tc other products. It is believed that
subparagraph (d) more appropriately belongs in that
Code.

Sections 170, 1313(c), 1558(a)(2), and those provisions of section
1557, relating to drawback allowable on the basis of imported articles
which have not been processed in the United States:

3. Proposel: No change in section 170 providing for
drawback of dumping duties.
Explanation: It is not anticipated that all drawback
provisions would be repezled. See proposals L4, 5 and
6 with regard to sections 1313(c) and 1558(a)(2) and
part of section 1557.
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4. Proposal: Amend section 1313(c) soc as to (a) limit
drewback allowance thereunder to amounts of $5 or more
and (b) provide for retention by the Government of 1
percent of the duty or $1.50 per claim, whichever amount
is higher.
“Explanation: The recovery of duty paid on imports

Which are discovered not to conform to sample or speci-
fication, or which were shipped without the consent of
the consignee appears tc serve its purpose of alleviat-
ing inequities and its continuance seems in order with
one exception. There are many minor claims for draw-
back under the provision which amount to less than $5.

Tn such ceses the cost of administration does not warrant
the drawback. The proposed limitation and retention fee
are designed to weed out trivial claims.

5. Proposai: No change in section 1557.
Explanation: Certain provisicns of section 1557 permit
the drawback of duties paid on goods which have remained
in continuous customs custody in bonded storage ware-
“houses and which are exported. Although these pro-
visions are not often utilized, they serve to encourage
importers to resell their goods abroad and can have &
significant bearing on prices. Their discontinuance
would plece an importer in & less advantageous position
+han importers holding the goods without duty in bonded
storage warehouses. Such discontinuance would seem
inequitable and therefore inadvisable.

4. Proposal: No change in sectiorn 1558{2)(2).
Explanation: Secticn 1558(a)(2) permits the drawback
of duties paid on goods reguired by customs to be
exported or destroyed because they are inadmissible into
the United States. The drawback is payable only when
the importer has acted in good faith. The purpose of
the provision is eguity and there is nc epparent reescon
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7. Proposal: Repeal section 81 (Foreign Trade Zones Act).
Explanation: The Foreign Trade Zones Act of 193k, the
major obJjective of which was to expedite and encourage
international commerce, has not given rise to the type
of commerce for which it was designed. By far the
greatest use of the zones in recent years has been storage
and manipulation operations.. The remaining operations
are discussed below.

There is one plant operating as a subzone in Penuelas,
Puerto Rico, which makes petro-chemicals from imported
crude petroleum. ;/ Duties on the crude petroleum from
which they are derived are paid on the products when they
are withdrawn from the subzone. The duties are nominal
and the obvious use of the subzone is to avoid import
quotas on crude petroleum. The import gquota regulations
can be appropriately adjusted to accommodate such imports
without resort to the use of the zones. The requirements
for esteblishing a zcne and the requirements for national
security are not the same. If imports are deemed to be
consistent with the national security requirements, the
plants in question should not have to operate as subzones,
with attendant additional costs, in order to obtain their
petroleum.

There is one manufacturing operation in a subzone on

the West Coast where clothes are made of imported febrics
“and subsequently entered into consumption at the cloth-
ing tariff rate rather than the higher rate applicable

to the febric. Similarly, pills and capsules are made

st the zone in New York from imported drugs for subsequent
domestic consumption in order to obtain lower rates of
duty. In these instances, the zones serve solely to
avoid the higher duties appliceble to the imported mater-
ials.

A foreign trade zone offers some advantages in connection
with its storage facilities which &are not available in a
bonded warehouse--one is that of permitting an imporier
to exhibit his goods for purposes of seeking sales.
However, the wearehouse provisicns can be expanded to
permit such operations. See proposal 1h.

Another advantage of a foreign trade zone is the itreat-
ment of goods sent from customs territory into the zone
as exported, for various customs purposes. If there is
substantive justification for the continuation of this
legal fiction, the criteria can be expressed and the
favored treatment accorded in conjunction with the bonded
warehouse facilities authorized under paragraph 1557.

;/ Other domestic petro-chemicel companies are desirous of obtaining
government permission to conduct operations of a similar nature.
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11.

12.

1k,

. Proposal: Repeal section 151.

Explanation: The manipulation or garbenzo peas in &
bonded warehouse can be performed under the general pro-

visions of section 1562. Section 151 is surplusage.

. Proposal: Amend section 1309 by deleting subparagraph (b).

Explanation: Such an amendment would be made e&s & conform-
ing amendment only if proposal l(a) were adopted.

Proposal: Repeel section 1311.

Explanation: Section 1311 is not used, because of the
requirement of this section that goods manufactured in
bonded warehouse be exported.

Proposal: Repeal section 1312. .
Explanation: The provision now serves almost exclusively
to delay payment of duty on imported ores until the

metal refined therefrom is sold and ready to go into
consumption, a benefit not afforded to other processors

- of imported crude materials. Exports are rarely made

from the warehouses. It is not believed there would
be a noticeable difference in international trade were
the section to be repealed.

Proposal: No change in section 1317.
Explanation: No conforming amendment is necessary in

.connection with any proposal discussed herein.

. Proposal: No change in section 1557.

Explanation: The provisions for deferring payment of
duties while goods are in bonded storage and for avoid-
ing duties on exports continue to serve the purposes
for which they were enacted.

Proposal: Amend provisions of section 1562 (~a) to
provide that goods may be exhibited in bonded warehouses
and (b) to limit the manipulation of goods in a bonded
warehouse to those articles which are subsequently
exported.

Explanation: Proposal (a) is contingent upon the demon-
stration of a need for such a procedure--see proposal

7, par 4. Proposal (b) is advanced because manipulation
before withdrawal for consumption appears to serve only
one purpose, the avoidance of duty.



Release under bond provisions

Items

86L.05 through 864.75 of section 1202, relating tc condi-

tions under which goods may be entered temporarily withcut the payment

of duty:

a).;/

15¢

Proposal: Repeal that portion of item 86L4.05 which
allows articles to be entered for purposes of process-
ing, but retain provisions permitting articles to be
repaired or altered.

Explanation: The provision, which dates from 1958, is
little used. The provision for repairs or alterations
would be retained because duties on the value of the
imports in meny cases would equal or exceed the costs
of repairs or alterations and would preclude the con-
tinuance of such operations.

Proposal (alternate to (a)): Amend item 864.05 to
permit substitution of domestic goods for imported goods
in the same manner as is now permitted under the draw-
back procedure., or with the substitution of the concept
of "fungibility" for the present concept of "some kind
and quality".

Explanation: If entry under bond is broadened in scope
to permit the substitution of domestic goods, it is
believed that many users of the drawback provision
would switch to this procedure as it is generally less
costly.

Proposal: Consolidate items 864.10, -.15, -.20, -.27,
-.30, and -.75 into a single provision to read as
follows:

Articles solely for use as models, samples, exhidits,
or for testing, experimental, or review purposes;
and motion picture advertising films.

Explanation: The six items are closely releted. The
proposed description covers the cited items and possibly
others of a kindred nature.

1/ Note proposals 1(e) and (b) which are interreleted with proposals
15(a) anéd (D).
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17. Proposal: Consolidate items 86L.35 and -.50 into a
single provision to read as follows:

Vehicles and craft of all kinds, professional
equipment, tools of trade, camping equipment,
and usual equipment and repair components for
such articles; all the foregoing imported by or
for nonresidents sojourning temporarily in the
United States and for the use of such nonresi-
dents for taking part in contests, for pursuing
a profession, or for camping.

Explanation: As all of these items relate to classes
of articles for the use of nonresidents sojourning
temporarily in the United States consolidation is in
order.

18. Proposal: Amend item 86L.45 to read as follows:

The usual or ordinary types of shipping or trans-
portation containers and holders, if designed
for, or capable of, reuse, whether filled or
empty; or if not designed for, or capable of,
reuse, if empty and to be exported filled.

Explanation: Items 800.00 and 808.00 now permit vir-
tually all reusable containers and holders of U.S. ori-
gin, filled or unfilled, to clear customs without entry
or duty charge. Item 808.00, alsc permits such con-
tainers and holders of foreign origin, filled or unfilled,
on which duties have once been paid, to clear customs
without entry or duty charge. Moreover, it permits
reusable containers and holders filled or unfilled,

which are deemed by the Secretary of the Treasury to be
used as "instruments of international traffic", to clear
customs without entry or duty cherge irrespective of origin.
Such articles are deemed to be used solely in interna-
tional traffic even though they may be used in the United
States in local traffic as an incident of the travel
between the port of entry and its destination or vice
versa.

In light of the foregoing, it seems anomalous that

item 86L4.45 now only permits the temporary duty-free
entry of containers for compressed gases, filled or
empty, and containers or other articles in use for
covering or holding imported articles during transpor-
tation to their destination in the United States. Such
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reusable containers and holders--because they are not

of domestic origin, have never been assessed with duty,
and have not been designated as "instruments of inter-
national traffic"--are denied the more liberal treat-
ment afforded under item 800.00 and 808.00. The cost

of containers and holders, particularly in packaged
retail goods where the container and holder are destroyed
by the ultimate consumer, can have a significant bearing
on the totel cost of exported articles. It is antici-
pated that the proposed provision would cover all
containers and helders of the types described in general
headnote 6(a) and (b) of the Tariff Schedules of the
United States. While reusable containers and holders
could be imported and exported full or empty, the
privilege on the non-reusable ones would be limited

to those imported empty and exported filled with mer-
chandise.

. Proposal: No changes in items 864.40O, -.55, -.60, -.65,

and -.70. .
Explanation: Except for proposals 15(a) and (b), the
only proposals being made under the item 864.--series
are consolidations. No changes are now contemplated
with respect to the above cited items because they are
not of a kindred nature which permits further consoli-
dation.

Proposal: Make amendments to headnotes affected by pro-
posals 15 through 18 as necessary for purposes of con-
formity.
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THE DRAWBACK PROCEDURE

General description

The word "drawback" is used in the statutes to describe duties
and internal revenue taxes that are refunded upon removal of the goods
from the customs territory of the United States. With certein minor
exceptions, such a removal contemplates that the goods will enter
international commerce.

Section 1313 is the provision containing the basic criteria for
the payment of drawback on an exported article. OSections 81c (fbreign
trade zones) and 1309(b) (supplies for vessels and aircraft) relete
to exceptional situations in which drawback may be paid even though
there has been no technical "exportation". Section 1557 relates to
a special situation permitting drawback to be paid on the re-exporta-
tion of a duty-paid article that has remained in & customs bonded
warehouse since its importation.

Payments of drawback are made on (1) articles manufactured or
produced from imported duty-paid (or tax-paid) materials or parts and
(2) imported duty-paid (or tax-paid) articles exported without change
in condition. l/ The two classes of articles and their subdivisions,

with the provisions of law pertaining thereto, are identified below:

1. Manufactured articles

- (&) Articles manufactured or produced in whole or in
part from imported duty-paid merchandise (sec. 1313(a)).

}/ Under the drawback provisions, articles furnished as supplies to
vessels and aircraft in international commerce are considered as
exported (sec. 1309(b)).
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(b) Articles manufactured in whole or in part from
domestic merchandise which is of the same kind and
quality as merchandise on which duty has been paid
(sec. 1313(b)).

(c) Flavoring extracts. medicinal or toilet prepara-
tions, distilled spirits on which internal revenue tax
has been paid (sec. 1313(d)). 1/

(d) Fish cured with imported duty-paid salt {no expor-
tation required) (sec. 1313(e)).

(e) Meat cured with imported duty-paid salt (sec. 1313(f)).

(f) Vessels constructed and equipped in whole or in
part with impcrted duty-paid materials for foreign owners
(sec. 1313(g)).

‘2. Re-exported articles

(2) Imported duty-paid articles re-exported because
they did not conform to sample or specification (sec.

1313(c)).

(b) Imported duty-paid articles remaining in continuous
customs custody until exported (sec. 1557).

(c) Articles regularly entered in good faith and subse-
quently returned to customs custody for exportation or
destruction because the entry of such merchandise is pro-
hibited by law (sec. 1558(a){2)).

Amount of drawback payments

Most payments of drawbeck, and the only ones for which statistics
are regularly repcrted, are made on articles manufactured in the United
Stetes from imported or substituted domestic merchandise (categories
1{z) and 1(b), shown above under "manufactured articles"). There are

no payments on imported salt for curing either fish or meat (the

1/ Drawback of internal revenue taxes on distilled spirits, wines,
beers, stills and worms, medicines, foods, and tobacco products is
paid under sections 5012, 5056, 5062, 5106, 5131, 5134, and 5706 of
the Internal Revenue Code of 1954, as amended. These sections are
included in title 26 of the United States Code and are not here under
consideration.
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provisions for which are obsolete), and combined payments in other
categories, largely on re-exported afticles not conforming to sample
(category 2a), are estimated as less than $2 million a year. Y

Recorded payments of drawback on articles manufactured from
imported (or substituted domestic) materials increased irregularly
from $5.7 million in the fiscal year 1952 to $17.7 million in 1966
(teble 1). The amount in 1966 was larger than in any year since
1926, when most.of the total was paid on exports of refined sugar.
The increase after 1952 is attributable in part to gradual extension
of the privilege of substituting domestic for imported merchandise,
culminating>in 1958 in its application to all kinds of goods. The
increase would have been greater in the absence of administrative
problems and issues over application of the substitution privilege,
particularly to petroleum. With the eventual settlement of those
issues, drawback peyments in 1967 amounted to $43 million. Of that
emount, $21 million consisted of payments on petroleum products,
covering claims on exporte extending back te 1958.

Between 1951 and 1966, the drawback generally amounted to 1 per-
cent of the duties collected and kept pace with the increase in exports
and dutiable imports. With the settlement of accumulated claeims on
petroleum products, it amounted to 2 percent of the duties collected

in 1967.

1/ They were shown as $1.6 million in 1963 in a survey of 10 customs
districts accounting for 89 percent cf the recorded payments of draw-
back. (U.S. Bureau of Customs, An Evaluation of: Mission, Evaluation,
Menagement, December 196k.)
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Statutory requirements and regulations

Section 1313(a) and (b) specifies that:

99 percent of the duty on imported merchandise used in
the production of an exported article it to be refunded as
drawback; .

if the imported merchandise is embodied in two or more
products, the refund is to be distributed among these pro-

- ducts in accordance with their relative value at the time of
separation;

if domestic material of the same kind and qualify is
substituted for imported material on which duty is refunded
under drawback, some of the imported material must have been
used in production within 3 years of its receipt by the firm;

exportetion of the srticle under drawback must occur

not more than five years after importation of the duty-paid

merchandise.

Under Treasury regulations, the manufacturer of an article to be
exported with benefit of drawback must first apply for a "rate" or
plan of drawback. The application is not approved until a customs
official has visited the plant and Customs has determined that the
merchandise will be handled and records kept in a manner to allcw an
gudit of claims. Approval of the rete covers exports from the date
of the application.

A drawback claim must be made within three years of the exporta-
tion, and it must be made at a designated port, although the exports
and imports may occur at other ports. The claim may be made and the

rawback received either by the exporter or (if he has reserved the

right) the manufacturer. The importer, the menufacturer, and the

exporter are often different persons, since the merchandise may change
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hands several times before exportation. The drawback claim must be
accompanied by certificates of manufacture, transfer (for every

change of ownership), exportation, and (if the importation occurred
at another port) importation. The drawback claim and the certificates

-

of manufacture and transfer must each be signed by an authorized
person, either a member of the firm, the president, vice president,
treasurer or secretary of a corporation, of one. whose power of
attorney is on file at the port where the claim is entered. The
certificates of importation and exportation must be issued by customs

officers at the various ports.

Cost of coliection

The costs of collecting drawback are small where the firm is
both importer and exporter, where the transactions occur contin-
uously on a uniform basis, and where a uniform content.of‘the imported
merchandise can be attributed to each unit of the exported article
(e.g., lead used in making tetraethyl lead). They are materiel,
however, where the imported merchandise changes hands repeatedly
before exportation and where its presence (or that of its domestic
equivalent) in the exported article must be subs&antiated by detailed
bookkeeping records. In general, the smaller the operation the more
the proportionate administrative cost. Large firms which are both
importers and exporters usually file their own drawback claims with
customs. ther claimants accounting for perhaps a fourth of the
drawback collected in 1967, employ the services of drawback brokers

. 1
who charge fees averaging 15 to 20 percent of the amount collected. -/

1/ Representatives of the large firms quoted their costs as ranging
from 2 to 10 percent of their drawback payments.
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The number of drawback claims in 1967 was 25,000. Most cleims
are for less than $l,000, but the amount varies widely. GSome claims
are for less than $5 and some for more than $50,000. An individual
claim may arise from a single export transaction, or from & complex
group of transactions. The payments are made to several hundred
- firms but less than 30 corporations receive four-fifths of the total
amount .

A large manufacturer may file as many as three hundred claims a
year. rrors appear in about one-fourth of the drawback clezims sub-
mitted. Most of the errors, as shown by a spot check,.affect either
the amount of the payment, or the authority to receiveAit. Claims in
proper form are currently processed and paid within two to six months.
Clzims that involve errors or omissions, or thet involve either un-
appraised import entries or protested appraisals, may not be paid
until much longer. ;/

Delays in the Bureau of Customs constituted a growing cbstucle
to the use of drawback in 1958-65. At the end of that period, a
jeley of more than a year in granting a drawback rate was coﬁmon,
as was & delay of several months in issuing a certificate of export

or import, and one of three to six months in processing the drawback

claim.

1/ The time may depend upon action (or inaction) by the importer.
There is no statute of limitations on an answer to the request for
further information, and a case sometimes remains open for years be-
cause of the importer's failure to respond.
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The delays arose from the complications introduced in 1958 by the
substitution provision, and from administrative problems resulting
from the increase in customs entries, the revision of the tariff
schedules in 1963, and the reorganization of the Customs Service in
1965-66. A certificate of importation indicating the amount of duty
paid is not issued on an entry until computation or ascertainment of
the duty, when the entry is said to have been liquidated. The backlog
of unliquidated entries more than 30 days old increased from 642,000
at the end of 1960 to a peak of 1,381,000 in 1966. It was reduced to
982,000 in 1967, when it amounted to something more ‘than 5 months'
entries. The.number of unliquidated drawback claims at that time
was 10,697, & backlog of about the same proportion.

Region

Until 1967, the New York customs district generally accounted
for about & third of the drawback payments and Detroit, Philadelphia,
end Miami together accounted for another third. The remainder was
distributed among 35 ports, a number of which made payments of less
than $5,000 a year. 1In 1967, the work on drawback formerly done at
Detroit and Philadelphia was shifted to regional offices at Chicagoe
and Baltimore and that in the total United States was consolidated
in nine regional offices. ‘The change was accompanied by a shift in
the regional distribution, as the result of large payments on petro-
leum products, particularly in the Houston (Texas) region. Drawback

payments by customs region are shown in table 2.



Imported materials

As shown by data in the annual report of the Secretary of the
Treasury (table 3), duties refunded under drawback are collected on
many kinds of imported material, 10 of which (steel, lead, aluminum,
petroleum, tobacco, sugar, watch movements, coal-tar derivatives,
other chemicals, and frozen orange juice) account for two-thirds to
three-fourths of the total. Duties refunded on the principal materials
have increased since 1959 with the increase in the total. More than
a ten-fcld increase has occurred for orange Jjuice, petroleum, and
coal-tar products, and a three- to six-fold increease, for steel,
aluminum, and chemicals other than coal-tar. Relativeiy little
increase, on the other hand, has occurred for tobacco and sugar.

The duties refunded undér drawback have been a small part of the
total collected except on & few articles, principally petroleum (in
1967), concentrated orange juice, cigarette paper, steel slabs and
Hllets, unwrought aluminum, and several chemicals. The chemicals
are ethyl alcohol, methyl alcohol, vanillin, ethylene oxide, butanediol,
polyelkylbenzene, acrylonitrile polymer resin, and adipic acid. With
the exception of vanillin and polyalkylbenzené, these chemicals have
all been entered by the producers themselves, to meet a temporary need.

Eyported articles

Drawback was paid in the calendar year 1967 on articles valued

at $3.4 billion, equel to 11 percent of U.S. exports. The drawback,

-

$51 million, equaled 1

percent of the value of the articles.
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Nine-tenths of the total was paid on 27 articles, chiefly petroleunm
products, motor vehicles and assemblies, steel, cigaretteé,.and aluminunm.
On a few of the principal articles, including frozen orange juice,
oil additives, and watches, the drawback was appreciable in relation
to the value, but on most of them it equaled less than 3 percent, and
on several, including cigarettes, steel, and motor vehicles and
assemblies, it equaled less than 1 percent of the value. There were
several hundred articles on which the drawback in 1967 was small
(less than $100,000). On these articles as a group, which were
valued at $515 million, the drawback, $4.7 million, was equivalent
to nine-teﬁths of one percent cof the value.

The value of articles on which drawback was paid in 1967 and
the amount of the drawback are shown by article in the accompanying
table, and are shown in conjunction with total exports and imported
materials used in table 4 of the appendix. The two tables, unlike
those discussed before, are con a calendar year basis. Exports and
imports involved, although shown for the same year, would generally
have oécurred in an earlier year than that on which the drawback wes

paid.



2l

-

Exports on which drawback was paid in 1967
according to article exported .

Drawback g/

Exported article . Value ;/ ) . Ratio to
; ) Amount ) exports
. . . covered
: 1,000 dollars : 1,000 dollars : Percent
Condensed milk-------ceceun - 11,677 : 153 : 1.3
Concentrated orange Jjuice---: 3,552 : 1,920 : S5h.1
Sugar, refined-------------- : 1,297 : 107 : 8.2
Cigarettes----=cmmmemcmecano : 151,411 982 : .6
Petroleum producte----=m-=w- : 1,783,308 : 29,518 1.7
tiknock gasoline addi- : : :
tives----- e -——- 31,786 : Lho ¢ 1.4
Butyl alcohOl-=--------occc-a : 2,098 : Lo3 19.2
GlycolS=-=wmemmnomnnn —————-t 3,855 597 : 15.5
Butyl acetate----- ————————— : 3,170 : 5TT 18.2
thyl acrylate monomer------: 7,853 172 2.2
DyeS=mmmmmmmmmmommm e o - 1,877 121 6.4
Benzenoid medicinals, in- : : :
cluding mixtures------ ——— 10,675 36L 3.4
Synthetic resins------------ : 154,292 : L7 . 3.3
0il 2dditives------------- --: 5,200 : 610 : 11.5
Nylon filement yarn--------- : 32, 775 : 2,573 : 7.9
Cottion cloth----cmccceeno- - ;.374 : 109 : 2.0
Burlep bags-----=-----c-cu-u : 9,300 : 130 : 1.b
Steglmmmmmommmmmcm e : ,,,98 : 1,623 : ok
Copper------ LT TPy : 27,722 287 ~.0
Aluminumee=mmmmme e m e - ———— 67,687 : 2,170 : 3.2
Titenium, intermediate mill : : :
shapes or wrought--------- : 9,197 : 127 : 1.k
Tiy, CoNSmmemmmemmmmmmme————ea : i1.9k1 ¢ 309 : 1.2
Tedlar gu‘dance sysucu ------ : 8,254 112 1.3
Passenger asutomobiles--vemmn: 05,416 185 .2
TYUCKS == mmm=mmmmmmmmmmmem e - 2L, Log 115 .6
Motor vehicle stampings : : :
and assemblies-----mc-mmm- : 146,000 : 1,416 1.0
VatcheSmmmmmmmmmmem e m —————— : 4,523 g2l 20.4
All Other----mmeemmme e : 51,753 : L,710 : .9
Total-m-==mmmmmmmmmmmma 3,411,490 : 51,229 : 1.5

1/ Estimated velue of articles cn which Grawback was paid in 1967.

Although teken as representative of the annual rate, the articles would
often heve peen exporied over a dl ferent period.
g/ The amcunts shown in these columns are gross amount They do not

refiect the amounts actually recovered after expenses nor do they reflect
the lower levels of cduties recoverable on meny imported materizls cur-
rently being imported.

ol
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A discussion of the principal articles on which drawback is paid
follows.

Condensed milk.--That on which drawback is paid is valued at

$12 to $16 million annually, and nearly equals totel U.S. exports
of condensed milk. The annual drawbasck is $149,000 to $203,000.

It represents the return of duty on 23 million to 32 million pounds
of sugar per year valued at $470,000 to $615,000. Annual data are

given in the following tabulation:

Item . 1965 , 1966 . 1967
Total U.S. exports of condensed milk: : : :
Quantity--1,000 pounds-==-===--ceccceoaco- : 65,252 : 92,885 : 28,589
Value--1,000 dollars=-=--=c=c-c-cacoa- -—-3 15,619 : 22,505 : 7,226
Condensed milk on which drawback was paid: : : :
Quantity--1,000 pounds-----------ccccc-ee : 52,128 : 68,393 : 46,750
Estimated value--1,000 dollars----------= : 12,511 : 16,41k : 21,677
Imported ingredients (sugar): : : :
Quantity--1,000 PoUnds=----===-=========-= : 23,375 : 32,393 : 24,019
Value 1/--1,000 dollars-------=--==----=-= : 68 : 615 : 480
Drawback payments--1,000 4011lars=-=-=-======- : 149 : 203 : 153

1/ Estimated on basis of world price.
The drawback, of 0.6 cent a poﬁnd, on the sugar used results in
e saving of about 2 percent in the cost of the condensed milk. Imports
of sugar, however, are subject both teo dﬁty and import quota. The
seving from drawback of the duty, when combined with the saving (under
separate legislation) by exemption from quota, is 4 to © cents per
pound of sugar used, and is somewhat more then 10 percent of the cost

of the condensed milk.
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Concentrated orange juice.--Frozen concentrated orange juice is

imported in bulk (usually 55 gallon drﬁms) from Brezil, Mexico, end
the West Indies. The imported juice is blended with domestic Jjuice,
in some instances with the addition of sweetneers, for conformity
with commercial stendards in the United States. It is then repackaged
and sold for general consumption. ﬁxports on which drawback is teken
consist predominantly of domestic juice which (under section 1313(b))
~is substituted for imported juice on which the duty is returned under
drawback.

Exports under drawback in 1965-6T were valued at $3.6 million to
$6.5 million a year and were equal to one-third to two;thirds of U.S.
exports of frozen concentrated orange juice. The concentrated juice
on which duty was returned exceeded total imports of that materiel in
1965-67 and reflected some imports in 1964, following unusual weather
damage to the Florida orange crop. }/ The drawback in the three-y=ar
period was $1.5 million to $1.9 million & year and was 30 to 35 pér-
cent of the value of the article. Annual date are shown in millions

of dollars, in the‘following tabulation:

1965 1966 1967
Exports of all orange juice 1/ 18.2 18.4 23.0
Exports of concentrated juice 13.2 12.9 15.1
Exports under drawback 6.5 L.s 3.6
Imported juice used 2.8 1.3 1.6
Drawback 1.9 1.5 - 1.9

1/ Based on market year November 196L-October 1965 as
being 1965, etc.

;/'Eight Years can elapse from importetion to the filing of & claim
under drawback. The drawback on concentrated frozen orange Jjuice in
1966 includes $15,336, return of duty on oranges from Cuba, which could
not have been imported later than 1962.
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Over the last five years, exports (chiefly as frozen concentrate)v
have equalled 6 percent of U.S. production of orange juice and have
been 5 times as large as the imports.

U.S. production, imports, exports, and consumption in single
strength gallons by market year (ending Oct. 31) are shown below for

all orange Jjuice:

° . . K . .

Ttem . 1963 . 196k . 1965 , 1966 . 1967
: Quantity (1,000 gallons)
Production---=-=--=---- : 299,634 : 297,286 . 460,636 : 419,833 : 683,392
Tmports-----=====-==--=~ : L,105 : 8,890 : 5,030 : 8ok : 2,864
Exports-----=====---=- . 27,690 : 20,497 : 21,234 : 24,34k : 36,116
Apparent consump- : : : : :
tion 1f------------ : 350,228 : 307,292 : 397,105 : 436,549 : 586,085
: Unit value (per gallon)
Production-------=----: $1.09 : $1.12 : $.78 $.71L $.59
Tmports==--==-===-===1 67 ¢ ST e .50 @ .32 ¢ .28
Exports----------- -==: Bl 9k .86 : .76 ¢ .64

1/ Adjusted for chaéges in paékers stoci.

Duty is recovered under drawback on practically tﬁe whole imports
of orange juice. Imports tend to increase when there is a short domes-
tic crop, but the ratio of imports to consumption in all years is
small, and periodic shortcomings in the domestic supply are met almost
entirely from the inventory of packers.

Refined sugar.--Imports of sugar for consumption in the United

States are restricted by quota. Sugar used in exported products is
not under quote and can be bought at the world price, about 2 cents
per pound (raw basis) in 1967, rather than at the price (6 cents per

pound) for sugar imported under quota.



The refined sugar upon which drawback was paid in 1967 amounted
to 14 million pounds vaiued at $1,297,000. Y The drawback was $107,000
or 8 percent of the value of the article. The sugar on which drawback
was paid was several times the U.S. exports of refined sugar as reported:
in official statistics and consisted predominantly of supplies (not
included in export statistics) distributed to armed services post
exchanges outside the United States. Those supplies, as shown by
records of the Army and Air Force Exchange Service, amounted to
13,312,235 pounds in 1967.

Data for refined suger on which drawback was paid are shown in
comperison with the U.S. exports as follows:

1965 1966 1967

U.S. exports of sugar:

Quantity--1,000 pounds------cceeeun- L, 717 6,012 2,935
Velue--1,000 dollars--=-====-=c==c-u- L9 . 390 265
Suger on which drawback was paid: 1/
Quantity--1,000 pounds---======-=c-- 11,372 20,270 1k, k16
Value--1,000 dollars----=-=com=ncu- 1,155 - 1,31k 1,297
Unit value--cents per pound--------- 10 6 9
Imported material (raw sugar): .
tity--1,000 POUNdS=-==-=-=--cnommn= 11,869 20,910 16,598
Value 2/--1,000 dollars=-=---=--=--=-- 2kg 397 332
Drawback-fl,OOO dollars--=--cccecmncaua 75 133 107

1/ Includes supplies not included in statistics of exports (see
text). ’ L
2/ Estimated on the basis of the world price.

}/ The quantity of imported sugar on which duty was returned under
drawback was much larger, amounting tc 113 million pounds in 1967. Much
the greater part of the total was not exported as such, but was con-
tained in canned goods and prepared foods exported with benefit of draw-
back.
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Under a single procedure both drawback of duty and exemption from
quota are allowed on imported raw sugar used in menufacture for export.
The drawback, 0.6 cent a pound, is incidental to the éaving afforded
by exemption from quota.

Cigarettes.--Shipments on which drawback is paid generally appr<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>