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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.
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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 approx-
imate the total exports of cigarettes. They amounted to 26 billion
cigarettes vaiued at $151 million and were somewhat more than the
total in 1967 because of supplies (not included in export statistics)
tc the armed services post exchanges outside the United States. The
drawback in 1967 was $982,000. It represented the return of duty on
imported méterials, chiefly leaf tobacco, valued at $5.7 million.

Data for 1967 (in thousands of dollars) are shown in comparision with

those for 1965 and 1966 as follows:

1965 1966 1967
U.S. exports----=----=-- 105,297 110,482 116,210
Exports with drawback--- 119,617 108,261 151,411
Imported materials------ 5, 704 5,089 5,652
Drawback----===-cc=ceau- a5 830 2

The materials on which duty is returned include (besides leaf tobacco)

cigarette paper, and small quantities of scrap tobacco and menthol.

They account for an insignificant part of the imports of the other

materials but for a substantial proportion of the cigarette paper.
Practically the entire drawback on cigarettes is taken by the four

large manufacturers. The drawback amounts to 3 or b cents per thousand

cigerettes end ecguals two-thirds of 1 percent of the value.



Petroleum products.--Because of the general utilization of domes-

tic together with imporved crude petroleum, anéd because of unresolved
issues over the substitution of domestic for imported material, little
drawback was paid on petroleum products .until 1966, when separate
regulaetions for those products were issued. The new reguletions
divided crude petroleum into four classes, provided for the allotment
of ecrude to end product by market value, and allowed for drawback

on products expcrted, against the duty paid on designated imports of
the allotted crude. The designated imports, to conform with the
requirements of section 1313(b) had to be the same class of crude

s that from which the exported product was obtained, énd had to be
used within three years cf their receipt, but they did not have to be
used by the firm exporting the product, but only by & firm from which
it purchesed the class of crude from whick that product was obtained.
These regulations were expected to allow drawback on almost the total

exports of petroleum products, as well as on some exports of petro-

chemicals and other derivatives.

Under the newxregulations, the drawback on petroleum préducts in
1966 was $6.7 million and that in 1967, $29.5 million. The 1967
smount equaled two-thirds of the duties collected in that year on
imported crude.

Forty-two percent of the drawback in 1967 was peid on lubricating

0il, & reletively high-priced derivative of petroleum, 12 percent was

paid on naphtha and solvents, and most of the remainder on residual

l.._l

fuel oil, distillate fuel oil, and aviation gasoline. The payment on
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synthetic rubber and chemicals amounted to less than 10 percent of

the total (see table below).

Petroleum products: U.S. exports, articles under
drawback, and drawback, 1967 ‘

; U.s. Articles under drawback ;
Product T ex- : : : Crude : Drawback
: ports 1/: Quantity : Value 2/ :petroleum:
: : : : used :
: 1,000 : 1,000 : 1,000 : 1,000 : 1,000
: dollars : barrels : dollars : barrels : dollars
Synthetic rubber : : : ot :
S-type--------=-=-- : 65,059 : 1,271 : 90,686 : 17,407 : 1,811
Crude petroleum----: 92,018 : 13,k27 : U4,175 : 11,004 : 1,12
Aviation gasoline--: 10,721 : 16,811 : 104,228 : 19,701 : 2,056
Other gasoline----- : 5,670 : 2,022 ; 8,654 : 2,019 : 208
Gasoline blending @ : : : :
agents-------=-=- : 2,715 : 6,147 + 45,365 : 9,673 : 1,005
Kerosene--------=-== ¢ 1,252 ¢ 1,304 : 10,328 : 1,171 : 121
Jet fuel---------=-- :  1,1k2 6,077 ¢ 2b,247 : 4,597 : L76
Distillate fuel : H : : :
Oil-==--emmmmme- : 11,197 : 26,998 : 75,054 : 21,260 : 2,285
Residual fuel oil--: 42,824 : 51,637 : 100,176 : 24,997 : 2,599
Lubricating oils HE : : : :
and greases------: 208,357 : 50,069 : 830,969 : 118,996 : 12,371
.Petroleum jelly and: : : N :
mineral waxes----: 38,922 : 4,519 : 88,527 : 8,362 : 865
Naphtha and sol- : : : : :
vents--=--====--- : 21,999 : 26,762 : 256,112 : 30,685 : 3,280
Petroleum coke----- : 55,187 : 15,975 : 53,836 : 4,945 : 513
Petroleum asphalt--: 10,528 : 480 : L4,397 : 251 : 26
Liquified petro- : : : : :
leum gas--------- : 21,466 1,039 : 3,398 : 460 47
Chemicals-=----=--=- : 3/ 3/ : 143,156 : 6,857 : 713
Total---------- : 589,067 : 224,538 :1783,308 : 282,475 : 29,518

1/ Official statistics of the U.S. Department o

2/ Estimated from the unit value of exports.
3/ No comparable data.

Source: U.S. Bureau of Customs, except as noted.

f Conmmerce.
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The smount unGer drawback exceeded totel exports of refinery
products in 1967. The excess reflects the liguidation of accumi-
leted claims, some outstanding since 1958, and the inclusion of
supplies for vessels and eircraft in internetional commerce, not
reported as exports in official statistics. The drawback on actual
exports of refinery products in 1967 would have amounted to about
$10 million.

Drawback on synthetic rubber and petrochemicals in 1967 was
small, because of their manufacture by firms other than those
refining the crude, necessitating the authorization of separate
drawback rates and the maintenance of separste detailed records.

It will emount to $3 million to $4 million in 1968.

The allocation of raw material (and drawback) to end product by -
market value generally results in a drawback equal tc about 2 percent
of the value of the article.

Imported petrolieum is subject to both import duty and impert
guota. The duty is generally 10-1/2 cents a barrel of 42 gallons
while the differential attributable to the quota is $1.25 a 5arrel.
The quota (unlike that on sugar) applies to materials manufactured
for export as well as to those for domestic use.

Antikmock gasoline additives.--Exports (chiefly tetraethyl lead)

on which drawback was paid were valued at $30 to $45 million ennually
and practically matched total exports of antikmock gasoline additives

in 1965-67. The drawback ranged from $389,000 to $629,000, and wes 1
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to 1-1/2 percent of the value of the exported articles. It repre-
sented a return of duty on L1 to 60 million pounds of imported lead
valued at $5 to $8 million a year. Annual data are given in the

following tabulation:

1965 1966 ‘ 1967
U.S. exports of additives:
Quantity--1,000 pounds----====== 127,554 110,873 114,153
Value--1,000 dollars----~=-=--=-- Lo, L6 34,905 33,937
Articies on which drawback is
paid:
Quantity--1,000 pounds---=--===- 151,338 103,529 105,995
BEstimated value--1,000 dollars-- 45,401 31,059 31,786
Imported material used (lead):
Quantity--1,000 pounds-====-===- 59, 768 4o, 763 42,030
Estimated value--1,000 dollars-- 7,770 5,299 5, Old:
Drawback----=====cmmcmmcmemmmae 629 389 L2

Drawback on gasoline additives (see Treasury Decisions 55522(D)
end 55437(M)) is teken by E.I. du Pont de Nemours and Company and Ethyl
Corporation, the two major producers.

Butyl alcohol.--Drawback was paid in 1967 on 25.0 million pounds

valued at an estimated $2.1 million, equal to one-third of U.S. exports
of normal butyl alcohol in the year. Unlike most of the supply, obtained
by newer processes from other materials, the normal butyl alcohol
exported under drawback was obtained from acetaldehyde made from

ethyl alcohol. The drawbaék amounted to $403,000 and represented a
return of duty on 6.5 million gallons of imported ethyl alcochol valued
at $1.8 million. No &rawback on butyl alcohol wes paid in 1965 and
1966. The drawback in 1967 reflects exports beginning in 1965, which

are continuing.
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The butyl alcohol exported under drewback is all produced by
Union Carbide Company (Treasury Decisions 55211(C) and 66-214(a)).
The drawback equals 20 percent of the estimated value of the article.

Glycols.--Articles on which drawback was paid were valued at
$3.9 million, equal to 12-1/2 percent of the exports of all glycols
in 1967. The drawback was $597,000, and represented the return of
duéy on imported materials valued at $2.1 million. The amounts in
1967 were much larger than in 1966, and somewhat larger than in 1965,

es shown {in thousands of dollars) below:

1965 1966 1967

Values of --
U.S. exports of glycols~=-----=-- 34,128 32,902 30,943
Glycols on which drawback was
paid 1/--cmmmm e 1,426 256 3,855
Imported materials-=-----cceccoea 1,394 231 2,089
Drawbacke-=-eemcemcmeo oo cae 9o 82 597

;/ Estimated value.

The drawbeck in 1965 and 1966 represented a return-of duty on
ethylene oxide used by the Dow Chemical Company in making ethylene
glycol and, to & limited extent, di-, tri-, and tetraethylene glycol
(see Treasury Decision 56060(E)). The drawback was paid on & small
part of the total exports of ethylene élycol and related materials,.
but it represented a return of duty on most of the ethylene oxide
imported since 1962. The imported material was received by the
parent company in the United States from a subsidiary in Canada.

The drawback on glycol in 1967 largely reflected the return of
duty on butanediol (sée Treasury Decision 66-276(L)) used by E.I.

du Pont de Nemours and Company in meking polytetramethylene ether



glycol, an intermediate for elastic fibers. The butanediol used was
valued at $1.6 million, and equaled one-third of the amount imported
in the year. The estimated value adéed to the imported butanediol by
manufacture in the United States was in excess of $1 million; the
drawback was $439,000. The imports of butanediol on which the duty
was returned began in 1965, when a shortage of that chemical was
impending; they ceased before the collection of drawback began, as
domestic capacity had expanded.

Butyl acetate.--Articles on which drawback was paid in 1967

amounted to 35 million pounds valued at $3.2 million, equal to four-
fifths of the exports of butyl acetate in that year. The butyl
acetate was obtained from acetaldehyde made from imported ethyl
alcohol. The drawback was $577,000 and constituted a return of duty
on 9.7 million gallons of ethyl alcohol valued at $2.9 million. The
quantity involved.exceeded the total imports of ethyl alcochol (8.0
million gallons) in 1967, and reflected imports (17.4 million) in
1966.

The drawback on butyl acetate, es on butyl alcohol from which it
is made, is taken by Union Carbide Corp. (Treasury Decision 55211(C)
in 1960). No drawback was paid on butyl acetate in 1965 and 1966;
the payment in 1967 reflects exports since 1964, which are continuing.
The drawback is equal to 17 percent of the estimated value of the
butyl acetate, and exceeds the value added to the imported ethyl
alcohol by manufacture in the United States. Most butyl acetete
expcrted, however, is exported without benefit of drawback, and is

derived from other materials without the use of imported alcohol.
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‘BEthyl acrylate monomer.--Drawback was paid in 1967 on 33.7

o

million pounds of ethyl scrylate monomer {an intermediate for acrylic
resins) valued &t $7.9 million, equal to total U.S. exports over a
period of several years. The drawback was $l?2,000 and constituted
a return of duty on imports of acetone,‘acetone cyanohydrin, methyl
alcohol and ethyl alcohol valued at $769,000. Nc drawback was paid
oﬁ ethyl acrylate monomer in 1965 end 1966. The drawback paid in
1967 reflects exports since 1963.

The drawback was taken by Rohm and Haas Company (see Treasury
Decision 56239{(J) in 1964, retroactive to May 1963). The firm is
itself & producer of methyl alcohol and acetone cyanohydrin, the
imported materials which accounted for most of the duly recovered
under drawback. Exports qf the monomer on which drawback was paid
were completed in 1967. Trensactions under drawback on this iteﬁ
have ceased, although they ere continuing on the related synthetic
resins (see separate statement on synthetic resins). The drawback
amounted to 2 percent of the value of the article.

Ethyl alcohol.--Ethyl alcohol on which drawback was paid in 1965

was valuved at $1.1 million. The drawback was paid at the Port of
New Orleans. It constituted the return of duty on imports of 3
million gallons of impure alcohol used by Publicker Chemical Corp.
(Treasury Decision 56132(C)) in the manufacture of pure or denatured
alcohol exported. The transacticns reflected total imports and
exports of ethyl alcohol through the New Orleans customs district.in

1963-65, shown in the following tabulation:
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Quantity Value
(1,000 gallions) {1,000 dollars)

Tmported (1963)------------- 2,867 673

Exported (196k and 1965)---- 2,913 1,051

No drawback was paid on exports of ethyl alcohol in 1966 and
that in 1967 amounted to only $10,000 constituting the return of
duty on 171,000 gallons of impure alcohol used. Many times this
quantity of impure alcohol was used in butyl alcohol exported with
benefit of drawback in 1967. Of the 6.5 million gallons so used
(see separate statement on butyl alcohol), a large part was furnished
by Publicker Chemical Corp.

Benzenoid dyes.--The drawback on exports of benzenoid dyes was

only $53,000 in 1965, but it amounted to $557,000 in 1966 and

$121,000 in 1967. The 1966 amount involved dyes valued at $3 million,
equal to 12 percent df all U.S. exports of benzenoid dyes, and consti-
tuted the return of duty on imported materials (chiefly benzenoid
colors, dyes and stains) valued at $1.6 million. The total payment
in 1966 largely reflected transactions in a single product by a
European firm with plants in the United States.

Exports on which drawback was paid in 1965 and 1967 were much
smaller, both in absolute value and in relation to U.S. exports of
benzenoid dyes, than in 1966. The value and kind of imported materials
used varied widely in the three years, as did the amount of drawback

paid. Annual data are shown in thousands of dollars, as follows:
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1965 1966 1967
U.S. exports of all benzenocid dyes--- 31,427 34,738 31,676
Dyes exported with drawback 1/------- 281 3,100 1,877
Imported materials:
Benzenoid chemiceals g/
Intermedigtes---mmmmeccccooocaaan 111 336 254
Colors, dyes and stains=-----=--- 2 1,115 11
Fast color bases----emmecceemecax T2 103 160
Guaiacole=r-=m-mmmcc e © 1k - -
Other chemicals-=-==mccmmommoacaoan - 2 6L
Total imported materials--------- 199 1,558 189
Drawback-==-==smmmmm e e e e 53 557 121

1/ Estimated value.
g/ Values based on fmerican selling price.

Benzenoid medicinals (including mixtures).--Articles on which

drawback was paid averaged $15 million a year in 1965-67 and were
equivalent toc about g fifth of U.S. exports df 5enzenoid medicinals.
The drawback, averaging $430,000 & year, equaled 3 percent of the
value of the articles. Annual deta for the three years, in thousands
of dollars, are &s follows:

1965 1966 1967

U.S. exports of &1l benzencid
medicinglg-m=-=rcccmmmccc e e 70,816 79,516 82,213

Exports on which drawback was pal

s
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1
)
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un

22,665 10,675

Imported materigls-==---cemccmmoccmacanax 1,479 2,822

,805

}-l

Drawback==-=======ccmcmmcm e 302 625 364
1/ Estimated.

By far the greater part of the value of imported materials covered
and of the drawback was accounted for by vanillin, used by Merck and
Company, Inc., in the manufacture of methyldopa (Treasury Decision

56197(C)).
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Synthetic resins.--Articles on which drawback was paid in 1967

were valued at $14 million, equal to 3 percent of total exports of
synthetic resins in the year. The drawback amounted to $477,000,

and constituted a return of duty on imported materials valued at
$2.4 million. The amounts in 1967 were much larger than in 1966 and
somewhat larger than in 1965, both in absolute terms and in relation
to U.S. exports of synthetic resins. Data for the 3 years are shown,

in thousands of dollars, as follows:

1965 1966 1967
U.S. exports of all synthetic
resins-------ecmccmcmeee e meee L2k, 659 k72,519 k73,320
Exports on which drawback
was paid----------ecmemcoooan 12,792 8,6kL 14,292
Imported materials-----------=- 2,173 1,961 2,350
DrawbacKk===-=m-=mmcmmecmccemeen 371 325 L7

Nearly two-thirds of the value of synthetic resins on which draw-
back was paid in 1967 was accounted for by protective coatings, and
most of the remainder by polyvinyl resins, alkyd resins, and styrene
ion exchange resins. The data for 1967 by kind of éynthetic resin

are shown in thousands of dcllars as follows:

: : Articles : :

. . ¢ A1l : exported : Imported : Draw-
Kind of resin : exports :  with : materials : back

: : drawback‘;[ : :
Alkyd---------mm-momoomm e : L, 7L8 1,289 : 176 19
Polyvinyl chloride--------- : 19,369 : 549 206 : T2
Other polyvinyl------------: 27,479 : 1,68L : 580 : 118
Acrylice-=---mmmmem e : 10,260 : ol Lo N
Styrene ion exchange------- : 6,019 : L85 33 : é
Polyethylene film---------- ¢ 6,180 : 188 59 : 19
Protective coatings--------: 11,041 : 8,802 : 930 : 183
All other----------ce-cemno t 388,224 : 1,051 : 326 56
Total------==-occoenmo- : b73,320 ¢ b, 292 2,350 : 47T

1/ Value estimatecd fron the cuaniity.

Source: Compiled from data furnished by the U.S. Bureau of Customs.



The drawback represented the recovery of duty on methyl and ethyl
alcohol, zcetone cyanohydrin, vinyl pyrroiidone, and lauryl methacrylate
useG in protective coatings, on vinyl acetate and butyraldehyde used
in vinyl resins, on ceastor oll used in alkyd resins, om polyethylene
used in polyethylene film, on polyvin 1 resin for manufacture intc
compounds, and on & score cf chemicelis the amount of which was small.

0il additives.--Articles on which drawback wes paid in 1967 were

velued at $5.3 million, equal to 6 percent of U.S. exports of oil
additives in the year. The drawback amounted to $610,000 and consti-
tuted & return of dulty on imported materizls vaiued at $90l,000. The
Grawback in 1967 was spproximately double that in 1965, but the
amount in the intervening year was only $10,000.

The composition of imported materials used in 1967 differed
from that in 1965, but the greater part of the duty refunded undex
drawback in both years was on polyalkylberzene, most of the imports
of which ultimately benefitted under the drawback. Value and drew-

back by imported meterial are shown (in thousands of dollars) es follows:

. Value . Drawback
Imported material ; . ; .
. 1965 . 1967 . 1965 . 1967
Calcium sulfonate~--=---=----- -——-: 630 : ie3 65 : 13
Sperm Oil--=-=--emcemmemommceceoes ¢ 19k - 10 : -
Polyalkylbenzene------- e 199 : 638 : 17k« 560
Anthranilic acig----------- ————e- 2 11k - 39 : 32
Zinc oxide---------mecmacccaccaeaay 203 : - 8 : -
P U —— T7 * 26 : 23 : 5
Total-=-====-===mm=mmcoeemeeee: L,B45 1 901 : 319 : 610
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Acrylic staple fiber.--Drawback was paid in 1965 on 2.9 million

pounds of ecrylic staple fiber, equal to oneé-fourth of the exports.
The drewback amounted to $167,000 and constituted éﬁe return of duty
on 2.8 million pounds of acrylonitrile polymer resin velued at
$600,000. No drawback was peid on acrylic staple fiber in 1966,
however, and that paid in 1967 was onlj'$63,000. The dete for 1965

and 1967 are shown in deteil as follows:

1965 1967

U.S. exports--1,000 pounds----------===== 10,825 16,597
Articles under drawback:
Quantity--1,000 pounds-----=-=co-com-n- 2,894 1,198
Velue 1/--1,000 dollars--------=--=-===-= 2,358 860
Imported material (acrylonitrile
polymer):
Quantity--1,000 pounds-=-----=---- ——————— 2,84 1,186
Value--1,000 d0llars---=-=-==-=c=cc=na= 600 268
Drawback--1,000 dollars---=--=-=-==----c== 167 63

1/ Estimated.

The drawback was taken by E.I. du Pont de Nemours and Company
(T.D. 56286(A), effective on articles manufectured beginning March 29,
1963). It comprised the return of duty on as much acrylonitrile resin
as was imported into the United States in 1963-66. The imports re-
flected a shortege that was removed by Du Pont with the expension of
domestic capacity. The impcrts of acrylonitrile resin became negli-
gible in 1967, eand at the.end of that year no further drawback on
exports of acrylic staple fiber was in prospect.

Nylon yarn.--The amount of nylon yarn on which drawback was paid
increased from little more then 1 million pounds, velued at less then

$2 million in 1965, when it equaled 3-1/2 percent of the exports, to
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nearly 29 miilion pounds velued et $33 million in 1967, when it
equaled 66 percent. The amnual drawback increased over the same
period from $211,000 to $2.6 million. It constituted the recovery of
duties on adipic acid and nylon flake. The duties recovered and the

imports and exports referred to are shown in the following tabulation:

1965 1966 1967
U.S. exports of all nylon yarn--
1,000 pounds--=----recmccmmcen e 38,877 42,405 42,858
Nylon yarn on which drawback was paid:
Quantity--1,000 poundg-=----==c-cea- 1,323 6,701 28,500
Velue 1/--1,000 dollars--------===== 1,61k 7,840 32,775
Imported material 2/:
Adipic acid--1,00C dollars=-=--=---- 567 2,701 5,762
Nylon flake--1,000 dcllars=----==-== - - 2,187
Total----=-=ccccmmmc e cccee e ee 567 2,701 T,949
Duties recovered:
Adipic acid--1,000 dollars----==-==- 211 911 - 2,114
Nylon flake--1,000 dollars-=-=-===u= - - k59
Total-=--mmmmec e cmcmccc e ee e 211 11 2,573

1/ Estimated.
g/ Value based on Americen selling price.

The drawback wes teken by E.I. du Pont de Nemours and Company
(see Treesury Decision 66-49(H)) ané Chemstrand Company, Division of
Monsanto Company (Treasury Decision 56476(M)). Iﬁpcrts of both adipic
acié and nylon flake by the two firms have now ceased, although draw-
back will still be claimed for a few months until the duty on pas+
imports is fully recovered.

Cotton cloth.--Cotton cloth on which drawback was paid in 1967

was velued at $1.h4 million. The drawback was $109,000 end constituted
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the return of duty on imported materials velued at $803,000. The
amounts for 1967 were much smaller than for 1965 and 1966, both in
absolute terms and relative to U.S. exports of cotton cloth. Data

for the three years are shown, in thousands of dollars, as follows:

1965 1966 1967

U.S. exports-=----eeececocecnx 107,563 118,250 108, 325
‘Exports under drawback-------- 1,222 2,767 1,374
Imported materigl------cecmecac- 2,075 1,792 803
Drawback===---=c-cccommmoaaoon 216 20k 109

The importeld material consisted primzrily of cotton cloth not
bleached or colored. Half of the guantity and a somewhat larger
portion of the value (consisting principally of broadcloth) was
exported after having been bleached or finished in the United States.
The remeinder (consisting principally of sheetings or osnaburgs) was
exportéd unbleached, after having been cut, sized, shower-proofed or
otherwise advanced. Exports on which drawback was paid, the value of
the imported material, and the amount of drawback in 1967 for the

articles in the two categories are shown as follows:

Bleached
Unbleached or colored

Exports under drawback:

Quantity--1,000 sq. yds.-=---== 2,029 2,199

Value--1,000 dollars 1/------- 565 809
Imported material:

1,000 docllars----ccmeccmoaoanx 307 ko6
Drawback:

1,000 dollars-----meccccmccana- 37 T2

1/ Estimated.
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Articles on which drawback is paid co&prise 1l or 2 percent of

the exports of cotton cloth.

Burlap bagé.—-Exports on vhich drawback is paid are several times

as large as recorded exports of burlap bags because (unlike recorded
exports) they include bags exported filled, conteining wheat, feed,
flour, rice, corn, soybeans, fertilizer, DDT or other material.
Drawback was paid in 1967 on neariy 28 million pounds of begs
valued at $9.3 million. The drawback was $130,000. It constituted
a return of duty on imported materials (burlap) velued at $5.2 million.
The smounts in 1967 were larger, both sbsolutely and in relation to
U.S. exports of burlap bags, than in 1965 and 1966, as showm in the

following tabulation:

U.S. exports:
Quentity--1,000 pounds----=-=----== 7,486 7,592 5,738
Exports under drawback:
Quantity--1,000 poundg-=--m-cocac= 18,628 1k, 366 27,596
Value--1,000 dollars------==-c---= 6,483 5,603 9,300
Imported materials:
Quantity--1,000 pounds-==----ce-u- 17,903 13,882 26,234
Value--1,000 dollars----=-c=cee=u= 3,348 2,943 5,168
Drawback--1,000 dollars-----c=we-- 89 T0 130

The drawback on bags is taken by numerous small menufacturers to
wvhich certificates of export are endorsed by exporters of feed, flour,
and other materials. It amounts to & little more than 1 percent of

the value of the bag.
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Safety glass.--The safety glass on which drawback is paid con-

sists of laminated glass windshields.

It amounted to 1.3 million

square feet valued at $1.8 million and equaled 25 percent of the

exports of safety glass in 1965.

The drawback in that year was $lh2,000;

and constituted a return of duty on 2.5 million square feet of sheet

glass valued at $759,000.

The amounts in 1966 and 1967, however,

were much smaller than in 1965, both absolutely and in relation to

U.S. exports of safety glass, as shown below.

U.S. exports--1,000 square feet-----

Articles under drawback:

Quantity--1,000 square feet-------

Value--1,000 dollars 1/
Imported glass used:

Quantity--1,000 square feet-------
Value--1,000 dollars----=-
Drawback--1,000 dollars-----

1965 1966 1967
5,113 8,842 12,268
1,260 722 185
-------- 1,763 981 237
2,520 1, Lkl 370
........ 759 448 118
-------- 142 83 21

1/ Estimated.

U.S. exports of safety glass are destined principally to Canada

and have increased with elimination of the duty in that country,

beginning in 1965, on equipment to be used in new cars. The reduc-

tion in drawback payments on the item results from the postponement

of claims by a major exporter in 1966 and from the delay in liquida-

tion of claims in 1967 during trensfer of the responsibility from the

customs office at Detroit to that at Chicago.

Transactions in wind-

shields under drawback have increesed with the increase in exports,

end this will be reflected in later drawback payments.



Steel.--Articles on which drawback was paid in 1967 were valued
at $L426 million, which was three-fourths of the value of all exporté
of steel. The drawback, $1.6 million, was less than one-half of 1
percent of the value of the articles on which it was paid. It con-
stituted the return of duty on imported materials wvalued at $21
million. The amounts for 1967 were much larger both absolutely and
in relation to U.S. exports of steel than in 1965 and 1966 as shown

(in thousends of dollars) below:

U.S. exports of steel------------ 628,61k 557,515 561,163
Articles on which drawback was

PEiGmmnmmmmmmm e mSmmcmooeoee 160,050 198,630 425,998
Imported meterials-----=---coe-o- 9,249 11,423 20,769
Drawback payments----==-cocooeo-o 1,065 1,362 1,623

Of the annual drawback on steel in 1965-67, nearly $1 million
constituted the refund of duty on stainless steel slabs and billets
imported from Canada for custom rolling. The quantity of this steel
was fairly constant at about 14,000 tons a year. The value of the
smported material was $5 to $6 million, and the value of the rolled
products returned to Canada was $12 to $15 million (see table page 38).
The veluve of the rolled products was smaller after 1965 in part
because the composition shifted from sheets to coils (which required
re-rolling). Somevwhat larger imports of steel slabs and billets for
processing and subsequent exportation occur under the releasé under

bond procedure (see table 9) than under the drawback procedure.
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About a fifth, or $364,000, of the drawback on steel in 1967
_constituted the refund of duty on non-alloy steel entered (princi-
pally as sheets) to be tin-plated, re-rolled, or otherwise processed
end exported. The quantity of this steel was 48,000 tons, the value
as imported $5.2 million, and the estimated value as exported $8.7
million.

| The remeinder, $379,000, of the drawback on steel in 1967 applied
to steel made wholly in the United States. It represented the return
of duty on manganese, fluorspar and pig iron used in non-alloy steel,
on zinc used in galvanizing, and on ferroalloys, tungsten, and nickel
as well as manganese and fluorspar used in alloy steel. On the non-
alloy steel included, amounting to 1.4 million tons valued at $352
million, the value of the imported materials wes $L million and the
drawback $128,000 or nine cents per ton. Nearly all of the drawback
on this steel involved the duly on manganese. Althoggh the duty was
suspended in 1964 (by P.L. 88-338), drawback will continue on articles
in which mengenese is used, at least unti 1 1969, representing the

eturn of duty on menganese used in steel manufaciured several years
before. On the a2lloy steel, amounting to 93,00C tons valued et $53
million, the velue of imported material wes $6 million and the draw-
back $251,000 or $2.70 a ton. The drawback on the carbon steel was
lesc then one-tenth of one percent and on the alloy steel less than

one-half of one percent of the value of the article.
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teel on which drawback was paid, 1965-1967

: Exported article : :
: : Imported :
Year : : : ;a€:rial . Drawback -

. Quantity . Value 1/, .

: 1,000 : 1,000 : 1,000 : 1,000

¢ tomns ¢ dollars : dollars : dollars

f Made from imported billets
1965=======mmmm=ccmcomnoomae : 1k ¢ 15,509 : 4,968 : 8og
1966=====mmmmmmmmmmm oo e : ik ;13,982 : 6,217 @ 1,042
196T=====mmmmmmmmmmmomoe oo : b 11,79% 0 5,343 : 880

. Made from imported sheets
1965-=c-mmmmmmmmme e me e oeee : 2 : LLT = 181 : 16
1966=== === mmmmmm—eaeae : 18+ 2,162 : 1,L57 : 112
196T-==mmmm=mmmmmmmmo oo e : h8 8,653 : 5,217 : 364

; Other steel, except alloy
1965====mmmmmmmmemccceeaae : 772 : 105,665 : T6L : 57
1966--mmmmmmmmm e m e e oo : Lbiz : 82,875 : 186 2
1967 ==m=mmmmmmmmm oo me e o : 1,380 : 352,280 :  L,06k : . 128

f Other steel, elloy
1965-==mmm=mmmmmmmemmee e : L3 : 38,529 : 3,336 : 183
1966====meommmme e e : 227 : 99,611 : 3,563 192
196T~=memmmmmmmm e e : 93 : 53,371 :  6,1L5 : 251

f All iron and steel
1965=cmcmem e e e : 831 : 160,050 : 9,249 = 1,065
1966----==-mscmmmm e : 671 : 198,630 : 1l,k23 : 1,362
196T-—mmmmmm e : 1,535 : 425,905 : 20,769 : 1,623

Source: Compileé from official statistics ¢f the U.S. Bureau of
Customs, except as noted.
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Copper.--The value of copper on which drawback was paid increased
annuelly from $10.5 million in 1965 to $27.7 million in 1967. It was
equal t0 25 percent of U.S. exports of basic copper in 1965 end 5 per-
cent in 1967. U.S. exports were predominantly refined unwrought
copper produced from imported unrefined (blister) copper and withdrawn
duty-free for export from smelting and refining warehouse. Most of
the copper on which drawback was paid, on the other hand, was produced
from refined unwrought copper and was wrought into tubes and mill
shepes, the febrication of which was not permitted in a smelting and
refining warehouse. Although exports under drawback wefe smell in
comparison-with total exports of copper, they were substantial in
éomparison with the exports of wrought copper.

The duty on unwrought copper and ores was suspended early in
1966, but the drawback in that year end in 1967 was larger than in
1965, constituting the recovery of duty on earlier imports. Data
on unwrought and wrought copper are shown separately for the three

years in the following tabulation.

U.s. . Exports under drawback

Item

Drawback ;/

: exports : : :
. . Quantity . Value .
: Short : Short : 1,000 : 1,000
: tons : toms : dollars : dollars
1965: : : : :
Unwrought-----==--=- : 331,318 : 1,273 : o8L 28
Wrought-=-==c==mn- : 23,339 : 7,763 : 9,480 17k
Total-----------: 35L, 657 : 9,036 : 10,464 202
1966: : : : :
Unwrought--======- : 273,071 1,632 : 1,620 20
Wrought-==-mvoc-on : 20,638 9,712 : 22,370 : 264
Totale-smcemmnen : 263,709 ¢ 11,344 23,990 : 284
1967 : : : :
Unwrought--==---=-- : 263,092 28 28 : 1
Wrought===-=m===m=- : L3431 ;16,510 27,694 286
Totel-----===na- : 306,503 : 16,538 : 27,722 3 287
0

}/ Includes drewback,amounting to $30,000 in 1967, on imported
materials other than copper.



The drawback paid on exports of copper incressed from $202,000
in 1965 to $287,000 in 1967. In the latter year it equaled about
one percent of the value of the articles on which it was paid. The
drawback on copper contained in other articles, chiefly automobiles,
diesel electric locomotives, steam boilefs, turbine generators, trans-
formers, and insulated cable, amcunted to an additional $105,000 in
1966 and $1LT7.000 in 1967. On those articles the drawback equéled
rmuch less than one percent of the value.

Aluminum. --Aluminum on which drawback was paid was valued at $46
million in 1965 end $68 million in 1967. Plates and sheets, valued
at $37 million in 1955 and $48 million in 1967, accounted for more
than two-thirds of the total. Drawback was paid on about one-third of
U.S. exports of the metel énd for about three-fourths of U.S. exports
of the plates and sheets.

The drawback, emounting to $1.5 million in 1965 end $2.2 mill<on
in 1967, was egquel to 3 percent of the value of the exports invoived.

It constituted the return of duty on imports valued et $25 million in

ingots shipped by the Cenedian producer tc its subsidiary, Allroll,
Inc. (now Alcan Aluminum Corp.) at Oswego., N.Y., to be rolled into

sheets znd returned (see Treasury Decision 57239(C)). The drawback

~

.

on sluminum plates end sheets emounted to about T percent of the value
zéded to the imported ingots by rolling.
The drawbeck peid on other erticles mede from imvorted aluminum

-

wae $202,000 in 1967. It included drawback of $62,00C on insulated
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wire ceble conteining 5 million pounds of aluminum and $78,000 paid
on commercial enclosures containing 6 million pounds of aluminum.
Zinc.--Exports of zinc on which drawback was paid declined from
8,289 tons, valued et $3.8 million, in 1965 to 2,812 tons, valued at
$1.8 million, in 1967. The drawback in 1965, amounting to $110,000,
equaled 3 percent of the value of the articles, while that in 1967,
amounting to $39,000, equaled 2 percent of the value. It constituted
the return of duty on imported zinc ore valued at $1.3 million in
1965 and $615,000 in 1967. Most of the reduction from 1965 to 1967
occurred in unwrought zinc. Unwrought ziné, instead of being manu-
factured uﬁder drawback, is usually manufactured for export under
continuous customs custody, in which case no duty is paid on the
imported ore. A large drawback on unwrought zinc in 1965 and 1966
reflected transactions under A.I.D. rather than ordinary commerciel
exports. Annual data for unwrought zinc and for wrought zinc are

shown separately as follows:

. u.s. : Exports

Item :  exports under ; Drawback
. . drawback ,
: Short tons : Short tons :

1965: : : :
Unwrought-------=-=----- m—————— 7,211 5,24l ¢ $ 69,195
Wrought----=c==c=-ccommcmmeen : 6,611 : 3,045 : 40,804

Total--=-==-==--cmcmcmcm oo : 13,822 : 8,289 : 109,999

1966: : : : '
Unwrought====-==m-mcmeme e e e : 2,672 : 2,346 30,586
Wrought-=====--mcmmmcmmccceeeae : 6,689 : 3,850 : 50, 306

Total-=-=-m--mmcmcmmcme e : 9,361 : 6,196 : 80,892

1967: : : :
Unwrought---==----meecemmcmaonan : 17,56k 755 12,777
Wrought--------mcmmmcmeea oo : L o71 2,057 = 26,487

Total-=-==-=m=cmmmmmmmm oo 22,535 : 2,812 : 39, 264
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The drawback paid on other articles made from imported zinc was
$75.000 in 1966 and it amounted to $90,000 in 1967 when it exceeded
the drawback paid on zinc exported as such. The 1967 amount included
$37,000 return of duty on 2,803 tons of unwrought zinc used in auto-
mobile parts for assembly and $39,000 réturn of duty on 2,803 tons
(zinc content) of ore used in steel products.

| Titanium.--Articles on which drawback was paid in 1967 amounted
to 1.3 million pounds valued at $9.2 million, egual to 60 percent of
U.S. exports of titanium in the year. They consisted of ingots,
sheets, bar-forgings and mill products made with the use of imported
titanium sponge. The drawback amounted to $127,000, and constituted
a return of duty on imports valued at $638,000. The amounts in 1967
were much larger than in 1966, and several times as large as in 196%,
when most of the titanium on which drawback was paid consisted of
unwrought (including waste and scrap). Data for the three years are

shown, in thousands of dollars, as follows:

1965 1966 1967
U.S. exports 1f-------cc-meeeon 7,213 11,572 15,070
Articles under drawback-=------= 331 1,63k 9,197
Imported meterials--------c-c-- 221 L8 638
Drawback----=-ce-ccccccmmoconn- Ll Lo 127

;/ Wrought or unwrought, including waste and scrap.

Drawback on titanium was taken by Titanium Metals Corp. cf
America (T.D. 56286(U)) and Bridgeport Brass Division of National
Distillers and Chemicel Corp. (T.D. 55827(F)).

Tin cens.--The amount of tin cans on which drawback was paid in

19067 was 42.6 million pounds valued at $11.9 million, and reflected
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large exports in the previous year. The drawback, $309,000, con--
stituted & return of duty on imports of tinplate valued at $3.4
million. The amounts for 1967 were larger both absolutely and in
relation to U.S. exports of tin cens, than in 1965 and 1966, as shown

in the following tabulation:

1065 1966 1961

U.S. exports--1,000 pounds----===mem=n 39, 743 52,329 37,080
Articles under drawback:
Quentity--1,000 pounds-=--=m=m-ee=c= 28,585 31,364 L2, 64T
Value--1,000 dollars--mmeememmcecena- 8,290 9,096 11,941
Imported materiel (tin plate): :
Quantity--1,000 pounds-=--cememneca= 20,609 26,225 38,985
Value 1/--1,000 dollars-m-=-mm====== 1,752 2,360 3,439
Drawback--1,000 dollars--=--==-=em-uu- 146 208 309

1/ Estimated.

The drawback on tin cans is taken.by three large packers--Carna-
tion Company, Dole Corp., and Celifornia Packing Corporation--and by
the two leading producers of tin cans--American Can Company and Con-
tinental Can Company. Articles under drawback, unlike exports as
reported in officieal statistics, include cans exported with their
contents as well as those exported empty.

Steel drums.--The drawback on steel drums in 1965-6T7 ranged from
$36,000 to $149,000 a year. At its peak in 1966 it applied to articles
having & value of $10.3 million, and constituted the return of duty
on nearly 20,000 tons of steel sheets valued at $1.8 million. The
amounts in 1967, however, were only a fourth es large. Articles on
which drawback was paid had a value several times that of U.S. exports

of steel drums in 1965-67 end, unlike exports as reported in officiel



statistics, included drums exported with their contents. Annual data

for the three yecars are as follows:

1965 1966 1967

U.S. exports--1,000 GOLlArs=-r=-=mx-mnn- 82l 6h1 1,110
Articles under drawback--1,000 dollars--k, Lot 10,275 2,51k
Imported materials (steel sheet):
Quantity--short tons--------c-ccccoou- 8,992 19,625 4,681
Value--1,000 dollars=-----===---c---c-o- 785 1,796 439
Drawback--1,000 dollars------=-------co- 65 iko 36

The payment of érawback on steel drums is of long standing and
is tsken by a2 number of producers which, like most of those in the
industry, purchase rather than manufacture the requisite steel sheet.
Neérly all of the drums on which drawback is paid are exported filled,
containing petroleum derivatives and petrochemicals, cottonseed oil,
soybean o0il, and tallow.

Redar guidance systems.--Drawback was paid in 1967 on 85 systems.

valued &t $8.3 million, egual to an eighth of U.S. exports of radar
guidance systems. The drawback, $111,00C, represented a return oi
duty on imports of rader apparatus valued at $T48,000. The number
of systems on which drawback was paid, the value of the imported
materiels used end the amount of drawback were much smaller in 1967
than in 1965 and 1966, as shown below:

1965 1966 1967

Systems on which drawback was
paid--number----------c-ccococoo- 22 332 85

Imported materials--1,000 dollars-- 1,2L0 1,909 48

Drawback--1,000 dollers------------ 184 T4L8 111
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Passenger automobiles.--Drawback is claimed on most passenger

automobiles exported from the Unitea States. The exports, which go
predominantly to Canada, have increased sharply since 1965, under the
agreement with that country for duty-free treatment of certain motor
vehicles and sutomotive equipment. The articles on which drawback
was peid amounted to four-fifths of the exports in 1965 but they
became only one-seventh those in 1967, as the result of deleys in
liquidation attendant upon transfer of the authority from the customs
office at Detroit to that at Chicago.

The automobiles on which drawback was paid in 1967 numbered
39,67k valued et $95 million. The drawback on them was $185,000,
and represented & return of duty on imported materials valued at
about $2 million. The amounts in 1967 were much less than in 1965

and 1966, despite the increase in U.S. exports of automobiles,

as shown below:

1965 1966 1967
U.S. exports--number------ececeeeo- 106,038 177,580 280,582
Exports under drawback:
Nunber-=-===cc-meem e eee et 8L, 479 109,054 39,674
Value--1,000 dollars 1/---------- 204,862 258,89k 95,416
Imported materials--1,000 dollars-- 5,142 4,927 1,956
Drawback payments--1,000 dollars--- Lok Ly 185

1/ Estimated.
The drawback on automoblles represents the return of duty princi-

pally on steel ingots and sheets. The ingots, of non-alloy steel,
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amounted to 29,000 tons valued &t $1.7 million and~equaléd one~-third
of the imports in 1966. The steel sheets, although amounting to
15,000 tons valued at $1.9 million, eccounted for a relatively small
proportion of the imports. The remainder of the drawback on automo-
biles represented the return of duty on.glass, copper; zinc, aluminum,
lead, engines (in 1967) and other materials of lesser importance.
Wi£h one or two exceptions both amount of duty returned and value of
meterial on which it was assessed was much less in 1967 than in 1966.
The amounts in the two years (in thousands of dollars) are shown by

imported material as follows:

: Value . Drawback
Imported Material . . . .

. 1966, 1967 , 1966 . 1967
Steel ingots=-=---mcmcmmmmm e 1,678 ¢ 638 : 181 : 356
teel Dars-----cmcmmmm oo : 158 : 23 : 23 : L
teel sheetsS---cocmmmmmmom e : 1,941 : 3580 : 19k : 57
ENngines---coommmc oo e : -t 34 -: 29
GlassSmmmm o e e ; g2 ¢+ 138 : 10 : 22
COPPET === == == e m e e e e e : 20k 6 : 6 : 3
ZiNC === ook : 301 : 53 ¢ 16 : 3
Aluminume == o m o e e : 5T 10 : 4o 1
e e e : 28 : 9 : 2 : 1
211 other=---ecmmcm el : 568 85 : 8 : 9
IR T e 4,927 ¢+ 1,956 ¢« LLL : 185

o
.

The drawback on zutomobiles amounts to from $&4 to $5 per car and
is equivalent to less than one-fifth of 1 percent of the value.

Trucks.--The articles exported with benefit of drawback consist
of gascline-powered truckes, in which imported steel, nonferrous metals

and parts are used, and diesel trucks, some of which are equipped with

imported engines and cthers with imported tires.



The value of all trucks on which drawback was paid was $133
million, equal to‘80 percent of the‘exports in 1965, and $98 million,
equel to L5 percent of the exports in 1966, but it amoﬁnted to only
2k million; equal to 8 percent of the exports in 1967. The reduction
in 1967 took place in the gasoline-powered trucks on which drawback
was formerly taken at Detroit. Like that on other automotive products,
the reduction is attributable to the backlog of claims arising during
transfer of the authority from the customs office at Detroit to the
regional headquarters at Chicago. The backlog is now in the process
of liquidation. Diesel trucks were less affected by the foregoing
circumstanées. On most of those equipped with imported engines, the
drawback was already taken at Chicago, and on those equipped with

imported tires, the drawback was taken at New York and Cleveland.

The drawback on exported trucks by kind is shown in the table on
page 4. That on-thé gasoline-powered trucks in 1965 and 1966
amounted to about $115,000 a year and accounted for half of the
total. It represented the return of duty on imported materials having
an annual value of $1.4 million. The imported materials consisted
chiefly of steel slabs and billets, of which about 15,000 tons & year
valued at $900,000 were used. The duty on them refunded under draw-
back averaged $80,000 & year. The drawback on the diesel trucks in
the period 1965-67 averaged $111,000 & year, representing the return
of duty in about equal amount on imported tires and imported engines.

On the gasoline-powered trucks the average drawback over the

period was $2.70 apiece and on the diesels $93 apiece.



Trucks exported under drawback: Exported articles, imported
naterial, and drawback by year of payment 1965-67

.

. Exported article : Imported

XKind and year - . material 3
Number . Value 1/ | eria :

Drawback

¢ Units ¢ 1,000 ¢ 1,000 : 1,000
: ¢ dollars ¢ dollars : dollars
Gasoline-powered : : : H
1965===mm=rmmmmmme e : b7,088 ¢+ 124,673 : 1,521 : 116
1966=----ocommnmmm e : 33,408 ¢ 90,870 : 1,320 : - 113
106T=-mmmmmmmmmmmceme e : 5,396 : 15,605 : 62 : 6
Diesel : : : :
Bquipped with imported . : : : :
engines : : : :
1965 == mmmmcmmm e en e : Les . 2,253 : bk . 36
1966-=mmmmmmmcmcmmeeeeem : 8oL 3,860 : 872 : 86
196T-=-=mmmmmmmm e : 570 : 3,736 : 347 38
Equipped with imported : : : :
tires : : : :
1965---cmmcmmcme e : 505 5,811 : 436 38
1966--=--cmmmmmemm e : 622 : 3,493 777 = 66
1067 mmmmmmmmem e : 683 L, 967 : 803 : [y
Total, &1l trucks : : :
1965-~-cmmccmmceme e : 48,018 :+ 132,737 : 2,371 : 190
1966----c--m-mmmmececcenon : 34,834 98,223 : 2,969 : 256
1967~-mmmmmmmmemmmmcenaa- : 6,6L9 ¢ 24,L08 : 1,212 : 115

1/ Estimated.

Source: U.S. Bureau of Customs, except as noted.

Motor vehicle stempings and assermblies.--Exports of motor vehicle

stempings and parts and accessories for assembly abroad are larger (in
terms of value) than exports of complete vehicles and they obtain
much the larger part of the drawback. The exports, like those of

complete vehicles, are destined predominently to Canadea and have



increased under the agreement with Canada, beginning in 1965, for the
duty-free treatment of most automobiles and automotive equipment,
although the increase has not been as pronounced as in exports of
the complete cars.

The drawback on motor vehicle stampings and assemblies was $2.1
million in 1965, $2.0 million in 1966, and $1.4t million in 1967. It
constituted the return of duty on imported materials valued at about
$23 million a year in 1965 and 1966, and at $16 million in 1967. The
reduction in 1967 is attributed to a deleay arising in liquidation
rather than to a reduction in claims, which increased with the
increase in exports. Annual data for motor vehicle stampings and

assemblies in 1965-67 are shown, in thousands of dollars, as follows:

1965 1966 1967

U.S. exports--------ceccmmoen- 616,187  Tke2,905 830,137
Imported materials-------- --== 24,079 21,935 15, 74T
Drawback--------ccccmcmcocanan 2,088 1,990 1,416

The imported materials on which duiy was returned consisted
almost entirely of steel, principelly cold-rolled sheet, end ingots
(other than alloy). They accounted for most of the imports (negrly
&ll from Canada) of non-alloy steel ingots, and for one-fourth to
one-third of the imports ét Detroit (predominantly for the automobile
industry) of cold rolled sheet in 1965-67, but for & small proportion
of imports of other items. The drawback on motor vehicle stampings

and assemblies in 1965-67 is shown by kind of imported material in

the accompanying table.
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Motor vehicle stampings and assemplies: Imported msterial on
which duty was returned under drawback, 1965-67

Imported material . 1965 . 1966 . 1967
. Quantity (short tons)
Steel : : :
Ingots, other than alloy-------------2: 118,252 : 59,157 : L9,350
Sheets : : :
Hot rolled=---m=mm-emcccccaaaooon : 26,451 : k9,316 : 17,173
_ Cold rolled---=-----eommoommcoaan : 94,536 : 89,911 : 64,218
Galvanized sheet-----c-cccmcommnonoon- : 7,269 @ 3,902 : 1L,078
Other steel-----=--=ccommmcomomaooonn : 513 : 1,372 : 4,158
Total, steel------m--comommmoono- : 250,021 : 200,658 : 1k&,977
Aluminum, unwrought-=----=-------c-o---—-- : 159 : -3 -
Zinc, UNWIOUght-=---===---==cc-mcmooonao: 7 = 2,577 ¢ 2,727
Lead, unwrought----------cscommmmocecnnx - L1 ¢ -

*  vValue (1,000 dollers)

Steel : :
Ingots, other than alloy--=-----~--=v-- : 6,996 : 3,b92 : 2,990

Sheets : : :
Hot rolled---e=-me=mmmeeeeeeeaoao: 3,267 @ 5,116 @ 1,882
Cold rolled=-memmmm=mmemmmmmmemmo: 12,576 : 11,699 : 7,76k
Gzlvanized sheet--=----=-cm-cmmcecccan= ¢ 1,057 : 57Th ¢ 1,816
Other steele-cmmmmmccmcccmccccmmeeeoe : sy . 159 505
Totel, steel-m-m-m-=-=memcmcmemem; 23,050 : 21,040 : 1%,957
AMuminu, unwrought 1/------------ it : 61 : - -
Zinc, unwrought L/==------ccemamceoanom- : 1o 696 709
Lead, unwrought ;/ ---------------------- : - 10 -
Parts (automobile end engine)----=--=--== : 27 189 : 81
Totel, ell materigl§-----===-e-== < 24,079 : 21,935 : 15,747

. Drawback (1,000 dollars)

Steel : : :
Ingots, other than alloy------====---=: 586 20k 252

Sheets . . .
Hot rolle@---=--mc-cmmcommcneoone : 265 451 s 15k
COld TOLlefmm-mmmmmmmommmmmommmom . 1,120 : 1,110 : Th7
Galvanized sheet--------c-mmmmmmmccaan: 101 ¢ 62 : 17k
Other steel----------cc-mmecomocomnnnn : 6 : 17 @ L5
Totel, Steel----mmmc-m-mocmmmmons s 2,081 : 1,03t : 1,372
Alumirum, Unwrought---==---c--ccomemenu- : Lo - -
Zinc, unwroughf=---------ceecemmeommonan : 2 Lo 35
Lead, unwroughi---=--c--smmmmcmommnoooany - 1o -
Perts (automobile and engine)----------- : 1o 15 9
Total, &ll meterials------------= : 2,088 : 1,990 1,416

- ™ K3 i ]
1/ Zstimsted.
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Source: Compiled from cfficia > of the U.S. Bureau of
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Custeoms, except as noted.
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The drawback on motor vehicle stampings and assemblies, like
that on completevautomobiles, amounts to less than 1 percent of the
value of the articles. The stampings and assemblies are nearly all
destined for the branch plants of U.S. producers in Canada.

The automobile producers recover under drawback (chiefly on
motor vehicle stampings and assemblies) the duty on pracfically all
of the imported steel they use. That on which they recovered duty
in 1966 included 101,000 tons of non-alloy ingots and 141,000 tons
of sheets. It amounted to 4O percent of the non-alloy ingots and to
about L4 percent of the steel sheets imported during thenyear. The
duty reco#ered, $2.2 million, was more than half of the total recovered
by drawback on all steel in 1966.

Watches.--Watches on which drawback is peid are several times
the number exported from the United States, and consist almost entirely
of wetches (not inciuded in export stetistics) distributed to militery

Y/

Drawback was paid in 1967 on 291,000 watches valued at $4.5

post exchanges abroad.

million. The drawback amounted to $921,000 and constituted a return
of duty on imported materials valued at $2.0 million. With expansion
in the armed forces ebroad, the amounts in 1967 were much larger than

in 1965 and 1966, as shown in the following tebulation:

}/ﬁAs shown by records of the Army and Air Force Exchange Service,
the number of watches distributed to post exchenges outside the United
States with benefit of drawback was 313,960 in 1967 and approximately
matched (although, indeed, it slightly exceeded) the number on which
peyment of drawback was reported by the Bureau of Customs.
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1965 16 1T

Watches: .
Number=--1,000 units-----cccccmcccacan 184 175 291
Estimated value--1,000 dollars------- 2,834 2,032 4,523 -

Imported materials, estimated
value--1,000 dollars-=----=-cccceceaa- 1,377 1,289 2,026

Drawback--1,000 dollars-==-====-cceeeuo- 685 582 921

Most of the watches on which drawb;ck is paid contain imported
lTTjewel movements which are fitted into domestic cases, and a majority
(unlike jeweled movements cased for the domestic market) are over 1-
inch wide, for men's watches. The number of movements contained by

number of jewels and size of movement is shown for 1967 in the follow-

ing tabulation:

Less than 17 jewelsS-==emceccecmccoaananon 26,936
17 jewels:
Not over 0.6 inch wide-=-=-=c-cceecnano- Lo, 267
Over 0.6 not over 0.8 inch:
Self-winding--====--ccccencnccccan- 12,225
Other------=-ceccmmm e 58,677
Over 0.8 inch not over 1.0 inch------ 3,610
Over 1 inch not over 1.2 inch:
Self-winding---==-=-=-ccmmcomcaaao- 38,402
Other---=--omcccmcom oo 104,837
Over 1.2 inch--=-=ccceccmmmeccccannn- 139
More than 17 jewels--------c-cccccecau- 1,371

Manufactured articles on which drawback of internal revenue tax
is paid

Section 1313(d) of title 19 of the U.S. Code allows a 100 percent
drawback of internal revenue tax on a limited number of exported pro-
ducts, namely, flavoring extracts and medicinal and toilet prepara-
tions (including perfumes) manufactured or produced in the United

States in part from tax-paid domestic alcohol,and bottled distilled
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spirits and wines produced in the United States. The Intermal
Revenue Code, however, as indicated on page 5, permits drawback of
internel revenue texes paid on virtually all other products when exported.

Re-exported articles

Articles not conforming to sample or specification.--The payment

of drawback on the exportation of articles not conforming to sample

or specification (section 1313(c)) is not designed to promote exports
but to avoid unnecessary hardship to importers. The provision has

given rise to a multitude of smell claims, many of them for less than $1.

Articles under continuous customs custody.--Duty-paid merchandise

which has femained continuously in bonded warehouses or elsevwhere in
the custody and under control of customs officers may be exported
within three years of the date of importation with a refund of the
duty (see section 1557(a)). Few transactions take place under this
provision. Goods imported temporarily for subsequent export are
usually entered, under one of the continuous customs custody préce-
dures discussed in the next major section of this report, withou£ the

payment of duties.

Prohibited articles.--Articles prohibited by lew from entry into
the United States, if entered in goéd faith, may be exported or des-
troyed by the importer upan discovery of the mistake, with a refund
or drawback of the duty (see section 1558(a)(2)). Few goods are

exported or destroyed under this provision.
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THE CONTINUOUS CUSTOMS CUSTODY FROCEDURE

Foreign trade zones

General comment.--A foreign-trade zone is an isolated, fenced
off, and policed arez within or adjacent to a port of entry where
foreign merchandise may be landed, stored, repacked, sorted, mixed,
or -otherwise manipulated, exhibited, or manufactured with & minimum
of customs control and without customs bond. If the merchandise is
exported or destroyed no duties are incurred. If it is released into
the customs territory of the United States it is dutisble in its con-
dition at the time of removel from the zone unless, at the option of
the importer, it is declared as "privileged merchandise", in which
case it is dutiable in its condition at the time of entry into the zone.

Eight foreign trade zones and three manufacturing sub-zones are
in operation. The foreign trade zones are located at New York, New
Orleens, San Frencisco, Seattle, Meyaguez (Puerto Rico), Toledo,
HEonolulu and Beyonne (New Jersey). The manufacturing sub-zones are
loceted at Penuelas (Puerto Rico), San Francisco and New Orleans.

The sub-zones are each licensed by the grantee to an individuél manu-
facturer, that at San Francisco to a producer of epparel, that at
Penuelas to & producer of petrochemicals, and that at New Orleans to
a producer of steel barges.

Under the Foreign Trede Zones Act, approved June 18, 1934, a
foreign trade zone mey be established at any port of entry, subject

to approval by a board consisting of the Secretary of Commerce, the
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Secretary of the Treasury, and the Secretary of the Army. The Act
initially provided thet foreign merchandise could not be "manufactured
or exhibited" but could be "stored, broken up, repacked, assembled,
distributed, sorted, graded, cleaned, mixed with féreign or domestic
merchandise, or otherwise manipuleted" in the zone. In 1950 (by
Public Law 566, 8lst. Cong.), the prohibition on menufacture or exhibit
wes ;emoved, except for playing cards, tobacco products, oleomargerine,
adulterated or renovated butter, filled cheese, coconut and other
vegetable oils, narcotics, white phosphorous matches, firearms, liquor,
sugar, and watches and clocks. The exception for watches ﬁnd clocks
was made by an amendment on the floor of the House }/ to protect the
Jeweled watch industry. The exception for other articles was made

at the request of the Treasury Department as a matter of adminisira-
tive feasibility and protection of the revenuve. The 1950 Act forbade
the rectification of‘distilled spirits and wines and the manufacture
or production of alcoholic products unfit for beverage purposes in

a foreign trade zone, but it allowed any other operation that had

been permissible there under earlier legislation. Imported watch
movements could therefore be inspected, inserted into U.S. cases and
fitted with watch bands in a zone, as these operations (although

ruled by the customs courts to be & manufacture for drawback purposes 2/)
had been regarded by the Foreign Trade Zones Board es a manipulation

end so had been permitted under earlier legislation.

1/ See statements by Representative Curtis (Congressional Record,
Vol. 95: Pt. 7,- b. 9735)‘
2/ U.S. v. Schwob, Inc., 21 CCPA 118, TD L6LLT.
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The 1950 Act both removed the general prohibition on manufacture
and exhibit, and allowed domestic merchandise delivered to the zone
to be considered exported for purposes of drawback and refund of (or
exemption from) internal revenue tax; and it removed earlier limita-
tions on the length of the period during which imported merchandise
might be retained in the zone.

The privilege of establishing and operating a foreign trade zone
may be granted either to a private or municipal corporation. 1In
actual practice, the grantee is a municipality or other public author-
ity, although the zcne may be leased by the public authority to =
private company, &s in New York, or in the subzones at Penuelas (Puerto
Rico), Sen Francisco, and New Orleans.

No Federal appropriations are made to the Foreign Trade Zones
Board, and the Bureau of Customs is reimbursed by each zone for the
salaries of customs officers assigned to it. Expenses of the Secre-
tary of the Foreign Trade Zones Board are covered in the budget of
the Department of Commerce.

Merchandise leaving the foreign trade zones in 1967, as reported
by the Foreign Trade Zones Board, had a value of $89 million, which
was larger than in any year since 196k, when the total included e
gquantity of domestic whisky withdrawn for domestic consumption. Most
of the merchandise entering the zones originated sgbroed, arnd most
of thet leaving them was destined for the domestic market. The annual
value, by origin and destinetion, is shown (in thousands of dollars)

for the last four yeazrs as follows:



196k 1965 1966 1967
Merchandise entering the
zones by source:
Domestic------------- ---- 34,652 18,601 16,493 Sl

Foreign------====m-=-cc--- 69,761 45,85 60,591

3
L7
Total=mm-mmmmenmmne - I0k,k13  BL,558 77,08 86,290

Merchendise leaving the
zones by destination:

Domestic==-===m=m=c-= ---- 96,818 5k, 487 50,961 69,317
Foreign--------=-=--=---- 16,456 16, 4ok 26,8732 19,982
e T 113,276 70,981 77,834 89,299

The average value of merchandise (domestic and foreign) leaving
the zones for a foreign market was $16 million a year in 196L-65 end
$23 million & yeer in 1966-67. The New York zone accounted for nine-
tenths of the total in the former period, and two-thirds of that in
the latter. The New Orleans and San Francisco zones accounted for
neerly all the remeinder (teble 5).

Menipulation and storage operations.--Except for the two manu-

facturing subzones, the foreign trade zones are used primarily es
ereas for the manipulation ané temporary storage of imported goods
that are ultimately sold and consumed in the United States. Manipu-
lation of merchandise in the zones is generally limited to cleaning,
sorting, mixing, and packaging. Individuals undertake such operations
whenever there 1s work to be done, rent space, perform the manipula-
tions, and leave.

The manipulation and storage operations now common in the foreign
trade zones are the same as are generally performed in customs bonded

warehouses.
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Manufacturing operations.--Manufacturing in the foreign trade

zone 1s limited and consists of what can be done by a few persons
with little plant or equipment, except in the three subzones, each
of which is a private manufacturing establishment licensed by the
grentee.

The principal subzone, at Penuelas, Puerto Rico, was opened in
1962. It employs nearly 300 persons and is part of a multimillion
dollar petrochemical pomplex operated by Union Carbide Caribe, Inc.,
a subsidiary of Union Carbide Corp. Petroleum raw materials enter
the zone free of the quota on imports elsgwhere in the United States.
Ethylene, produced in the subzone from imported naphtha is converted
at an adjoining plapt of the firm into ethylene glycol which is
shipped to the United States. Other products of the subzone are
mixed fuel, propylene, hyﬁrogen, sulfur and synthesis gas used in
Puerto Rico and butadiene and aromatic concentrates shipped to the
United States. Imported material delivered to the subzone increessed
from an estimated 1 million barrels in 1963, the first full year of
operation to 2 million barrels a year in 1966 and 1967 after the plant
had been enlarged. Duties paid increased from the level of $106,000
a year in 1963 and 196k to a level of $220,000 a year in 1966 and
1967. Duty was avoided on about one-fifth of the imported masterial,
consisting of that consumed as fuel in the subzone.

A second subzone, established at San Francisco in 1963, employs
a maximum of 60 persons. It is coextensive with & plant, owned by

the Lilli Ann Corporation, manufacturing apparel from imported woolen
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fabric. In the 3-year period 1965-67 the duty on the completed
appérel, upon withdrawal for sale in the United States, was $907,000,
as compared with an estimated duty of $1.4 million which would have
been paid on the fabric of which it was made.

In November 1968 the Foreign Trade Zones Board approved the
establishment of & foreign trade zone at Bayonne, New Jersey, and
thet of a subzone at New Orleans. The New Orleans subzone will be
leased to Equitable Higgins Shipyards, Inc., for the storage of
foreign and domestic material and the manufacture of steel vessels
(barges).

By Presidential proclamation 3693 of December 10, 1965, imports
of petroleum and its derivatives into & foreign trade zone other
than in Puerto Rico were made subject to license by the Secretary of
the Interior, like imports elsewhere in the United States. Altﬂough
subzones to manufécture petrochemicals in Bay County, Michigan and
at Taft, Louisiana were approved by the Foreign Trade Zones Board in
1966 and 1967, esteblishment of the subzones was held in abeyance,
as the necessary allocation of imported crude was not forthcoming from
the Secretary of the Interior. Action by the Foreign Trade Zones
Board is pending on still other applications for subzones to utilize
imported petroleum, by Occidental Petroleum Corporation at Machaisport,
Meine; by Kenneco Petroleum Company at Sevannah, Georgia; and by

Hawaiian Independent Refinery Company at Honolulu, Hawaii.
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Bonded warehouses

A customs bonded warehouse (Sections 1555 and 1557) is a buildiﬁg
or other secured area in which dutiable goods may be stored, menipu-
lated, or undergo manufacturing operations without payment of duty.
The importer and warehouse proprietor incur liability under bond
upon entry of goods into the warehouse, and this liability is can-
ceiled upon exportation of the goods, their withdrawal for supply
to vessels or aircraft in international traffic, their destruction
under customs supervision, or their withdrawal for consumption in
the United States after payment of duty.

Goods may not enter or be withdrawn from a customs bonded ware-
house except in the presence of a customs officer, and any manipula-
tion or manufacturing theyvundergo while there must take place under
customs supervision. The proprietor of the warehouse reimburses fhe
Government for the salarie<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>