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Introduction

The states of Sao Paulo (Brazil) and Florida are
the two dominant orange juice producing regionsin
the world. These two states collectively account for
approximately 85 percent of the world's orange juice
production. The market orientation of these two
regions, however, is quite different. Florida sends
most of its orange juiceto U.S. and Canadian
markets. A $0.289 per pound solids tariff isimposed
on orange juice imports from other countries.
(Exceptions: The United States grants duty-free
access to countries covered under the Caribbean
Basin Economic Recovery Act, which includes
Belize, Costa Rica, and Honduras; and the United
Statesis scheduled to eliminate its tariff on Mexican
orange juice imports by 2008 under the North
American Free Trade Agreement). Brazil, on the
other hand, has a small domestic orange juice market.
Consequently, nearly al of the orange juice produced
in Sao Paulo is exported to Europe, North America,
and Asia.

This report analyzes the cost of delivering frozen
concentrated orange juice (FCOJ) from Sao Paulo
and Floridato the northeastern United States and

Europe. A discussion is presented on the implications
of the duty-drawback mechanism that is available to
U.S. FCOJimporters. Duty drawback is an important
part of the strategy used by Florida orange juice
processorsin their attempt to compete in world
markets.

Estimated FOB Costs of Bulk FCOJ
Delivered to Florida Juice
Processors

A comparison of the freight on board (FOB)
costs of bulk FCOJ delivered to Floridajuice
processing facilitiesis shown in Table 1. The FOB
costs are presented on a cost per pound solids basis.
There are four cost categories comprising the FOB
costs: delivered-in cost to processors, bulk processing
costs, domestic costs, and foreign costs.

The 2000-01 delivered-in costs per pound solids
were $0.7849 per pound solids for Florida and
$0.4467 per pound solids for Sao Paulo. The bulk
processing costs of FCOJ were estimated to be
$0.2034 per pound solids for Florida and $0.1691 per
pound solids for Sao Paulo. The two remaining cost
items apply to FCOJ produced in Sao Paulo.
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Domestic costs, which totaled $0.0292 per pound
solids, include transportation costs to the Port of
Santos and storage and harbor charges at the port.
Foreign costs include the U.S. tariff, FDOC
equalization tax, ocean freight and insurance, USDA
inspection, transportation from a Florida port, and
miscellaneous other costs. The total foreign cost was
$0.4190 per pound solid. The total 2000-01 FOB
costs for bulk FCOJ from Florida processing facilities
were $0.9882 per pound solids for Florida and
$1.0640 per pound solids for Sao Paulo. For amore
detailed discussion of comparative costs for Florida
and Sao Paulo, please refer to EDIS document FE364,
Comparative Costs of Growing Citrusin Florida and
Sao Paulo (Brazil) for the 2000-01 Season.

Estimated FOB Costs of Bulk FCOJ
Delivered to Northeastern U.S.
Markets

The northeastern United States is an important
market for storing and shipping bulk FCOJ. To
reduce FCOJ transportation costs, both Florida and
Brazil store bulk FCOJ at storage facilities located in
northeastern U.S. ports and ship FCOJin ocean
tanker ships from these ports.

The comparative cost of shipping FCOJdirectly
to the northeastern U.S. market is shown in Table 2.
For Florida, abulk transportation cost of $0.070 per
pound solids is added to the processing plant FOB
cost of $0.9883 per pound solids, resulting in a total
cost of $1.0583 per pound solids. The estimated total
cost to deliver bulk FCOJ from Sao Paulo to the
northeastern U.S. market is $1.0341 per pound solids.
The cost of shipping FCOJ directly from Sao Paulo to
the northeastern United States is the same as the FOB
cost delivered to a Florida processing plant less the
FDOC equalization tax.

Estimated FOB/FOT Costs of Bulk
FCOJ Delivered to European Markets
from Florida and Sao Paulo

Europe is the second largest market for FCOJin
the world. Only the North American orange juice
market (Canada, Mexico, and the United States) is
larger. The cost of shipping bulk FCOJfrom Florida
and Sao Paulo to the European market is shown in

Table 3. There are two additional costs that Florida
juice processors must incur to deliver FCOJto
Europe: transportation to the port and loading onto
ocean freight ships. This cost is estimated at $0.0183
per pound solids. Florida juice exporters do not have
access to large bulk tanker ships and must rely on the
four processors that have plantsin both Sao Paulo and
Floridato ship bulk FCOJ from Floridato other
destinations. The ocean freight for shipping juicein
these large bulk containersis $0.1017 per pound
solids. Therefore, the total cost to export bulk FCOJ
from a Florida processor to the European market is
$1.1083 per pound solids.

The cost that a Brazilian orange juice exporter
incurs to ship FCOJto Europe is much less. Thetotal
cost to ship bulk FCOJ to the European market from
Sao Paulo is $0.7166 per pound solids. Note that the
delivered costs from Florida and Sao Paulo to Europe
do not include the European 15.2 percent ad valorem
tax on the FOT value of FCOJ.

Effects of "Duty-Drawback Credits"
on FOB/FOT Costs of Bulk FCOJ
Delivered to European Markets

If the same quality and quantity of FCOJis
exported within athree-year period, aU.S.
importer/exporter of FCOJ can avoid paying 99
percent of the U.S. FCOJ tariff. This provisionin the

tariff regulation isreferred to as "duty drawback"; the
amount that is available for an individual
importer/exporter is called "duty-drawback credits’.
The effect that duty-drawback credits have on the cost
of exporting Florida bulk FCOJ to Europe is shown
in Table 4. Total FOB/FOT cost for delivering FCOJ
to the European market from Floridais $1.1083 per
pound solids using bulk tank containers and $1.0782
per pound solidsif transported by bulk tanker ships.
Subtracting the duty-drawback credits ($0.2861 per
pound solids) from the Florida total delivered-in
costs results in anet delivered-in cost to Europe of
$0.8222 per pound solids for bulk tank containers and
$0.7921 per pound solids for bulk tanker ships. The
comparative cost for transporting bulk FCOJto
Europe from Sao Paulo is $0.7166 pound solids.

Note that the European 15.2 percent ad valorem tax
on the value of FCOJis not included.
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Concluding Remarks

The Brazilian citrus industry has a cost
advantage in delivering bulk FCOJto both the U.S.
and European markets. The current U.S. FCOJ tariff
has enabled Florida processors to be relatively
competitive with Brazil for FCOJ shipped to the
northeastern U.S. market. Without the duty-drawback
provision in the tariff regulation, Florida processors
would be unable to compete with Brazil in the
European market. This report has attempted to
demonstrate the importance and benefit of the U.S.
FCOJ tariff to the profitability of Florida's citrus
industry.
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Table 1. Estimated FOB costs of bulk FCOJ delivered to Florida processors for Florida and Sao Paulo, 2000-01.

FOB Costs Florida Sao Paulo
$/pound solids $/pound solids
Delivered-In Cost 0.7849 0.4467
Bulk Processing Cost* 0.2034 0.1691
Domestic Costs N/A 0.0292

Foreign Costs

US FCOJ Tariff N/A 0.2890

Florida DOC Equalization Tax N/A 0.0299

Ocean Freight and Insurance N/A 0.0716

USDA Inspection/Other Costs _N/A_ 0.0285

Total Foreign Costs 0.0000 0.4190

Total FOB Costs 0.9883 1.0640
* Estimated.

Source: Ronald P. Muraro and Thomas H. Spreen (UF/IFAS). Refer to FE364.

Table 2. Estimated FOB costs of bulk FCOJ delivered to northeastern US markets for Florida and Sao Paulo, 2000-01.

FOB Costs Florida Sao Paulo
$/pound solids $/pound solids
Delivered-In Cost 0.7849 0.4467
Net Bulk Processing Cost 0.2034 0.1691
In-Country BULK Transport, Port Storage, and Harbor Charges N/A 0.0292
BULK Tanker Truck to Northeastern US 0.0700 N/A

Foreign Costs

US FCOJ Tariff N/A 0.2890
Ocean Freight and Insurance N/A 0.0716
USDA Inspection/Other Costs _NIA_ 0.0285

Total Foreign Costs 0.0000 0.3891

Total FOB Costs 1.0583 1.0341

Source: Ronald P. Muraro and Thomas H. Spreen (UF/IFAS). Refer to FE364.
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Table 3. Estimated FOB/FOT costs of bulk FCOJ delivered to European market for Florida and Sao Paulo, 2000-01.

FOB Costs Florida

Sao Paulo

$/pound solids

$/pound solids

Delivered-In Cost 0.7849 0.4467
Net Bulk Processing Cost 0.2034 0.1691
In-Country BULK Transport, Port Storage, and Harbor Changes 0.0183 0.0292
Ocean Freight and Insurance
Bulk Tanker Ship from Brazil N/A 0.0716
Bulk Tank Container from US 0.1017 _NIA_
Total FOB/FOT Costs* 1.1083 0.7166
* Does not include European 15.2% ad valorem tax on FOB/FOT value of FCOJ.
Source: Ronald P. Muraro and Thomas H. Spreen (UF/IFAS). Refer to FE364.
Table 4. Effects of duty drawback on U.S. FCOJ tariff, European market, 2000-01.
Costs Florida Sao Paulo
Bulk Tank Bulk Tanker Bulk Tanker
Container Ship Ship
$/pound solids $/pound solids $/pound solids
Total FOB/FOT Costs 1.1083 1.0781 0.7166
Less "Duty-Drawback Credits” on US FCOJ Tariffs 0.2861 0.2861 _N/A_
($0.2890 at 99%)*
Net Total FOB/FOT Costs Delivered to Europe** 0.8222 0.7921 0.7166

* Assumes citrus processor has duty-drawback credits to offset cost of shipping bulk FCOJ to Europe.

** Does not include the European 15.2% ad valorem tax on FOB/FOT value of FCOJ.
Source: Ronald P. Muraro and Thomas H. Spreen (UF/IFAS).






