Foreign-Trade Zones and U.S. Exports

e FTZs are an extremely effective trade tool available to U.S. firms, helping them to increase
their participation in the global economy and to create U.S. jobs. The ability to export
merchandise from zones is key to the global competitiveness of U.S.-based operations.

e FTZs allow firms located in the U.S. to obtain tariff treatment similar to the U.S. tariff
treatment extended to offshore producers. FTZs provide U.S.-based operations with a level
playing field globally.

e In order to export, companies often import to be price competitive in the global market.
FTZs facilitate the import of material, which is then combined with domestic material and
exported. Approximately 60 percent of the value of merchandise received at FTZs is
domestic or foreign duty paid.

e Importing can also provide firms with materials that may not be available in the U.S. or that
are only available in limited supply. FTZs allow U.S. manufacturers access to these
materials without assessing or paying U.S. tariffs prior to production, increasing the
competitiveness of U.S.-based operations.

e Exports from zones fell in 2009 as the full force of the recession was felt, but from 2004 to
2008, FTZ exports doubled in five years.
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It should be noted that FTZ export values are significantly understated since they are based on
input-value only. By contrast, general exports figures are based on export sale price, including
value-added (overhead, labor, profit), inland transportation and insurance. The NAFTZ has been
working closely with Census and the U.S. Foreign-Trade Zones Board to standardize FTZ export
statistics consistent with general export reporting.

The FTZ program has a track record of creating and maintaining manufacturing
jobs in the U.S. that might otherwise take place overseas. As a result of the FTZ
Act of 1934 and the Foreign Trade Zone Board’s oversight of the program, the
FTZ program directly employs more than 330,000 individuals and has created
significant indirect employment in communities across the country.
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