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Report No.6: REBATE OF THE FULL CUSTOMS DUTY ON IMPORTED CORK

INSOLES FOR THE MANUFACTURE OF FOOT'VEAR, ,vith recommendations
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REPUBLIC OF SOUTH AFRICA

INTERNAnONAL TRADE ADl\ffNISTRATION COMi\1ISSION

REPORT NO.6

REBA TE OF THE FULL CUSTOMS DUTY ON IMPORTED CORK INSOLES FOR
THE MANUFACTURE OF FOOT\VEAR.

0.

Synopsis

The Commission considered an application from Soleflex COlnfOrt Foot\vear CC, for rebate of

the full customs duty on imported cork insoles, classifiable under tariff subheading 6406.99.90

for the manufactllre of foot\vear with retrospective effect from 1 January 2002. The reason for

the e.pplication was that the customs autholities at SARS had classified the product under tariff

subheading 6406.99.90, at 8. rate of duty of 20 % ad valorem. The applicant, in the past, cleared

the imported product free qf dury \.mder tariff subheading 6406.99.25. According to SARS) the

applicant was instructed to clear the relevant product \.mder the correct tariff subheading since it

was cleari11g the goods incon'ectly t'll1der a tariff subheading at free of duty. The application for a

rebate of duty was p\.lblished in the Govemmen~ Gazette on 7 February 2003 and no comments

werc received. T11e Con'1mission fo\md that the product is not manufactured in the SACU, that

the applicant serves a niche marke.t and is experiencing competition from similar imported end

products. The Conmlission concluded that a rebate of the d\.lty is justifiable and therefore

recomn1ended that a provision be created for rebate of the fiill duty on cork insoles for the

manufacture offoot\vear. The Commission did not support the applica.nt's request that the rebate

provision be created with retrospective effect from 1 January 2002.
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The application and the tariff position

I; Soleflex Comfort Footwear CC, applied for rebate of the full customs duty on imported

cork insoles, classifiable 1.mder tariff 6ubheading 6406.99.90 for the manufacture of

foot\vear.

2. The reasons given for the application for a rebate of duty on imported cork insoles are as

follows:

2.1 The C.ommissioner for SARS reclassified the product under tariff subheading
6406.99.90 at a rate of duty of20 percent ad valorem whereas the applicant used
to cle2.r it free of duty under tariff subheading 6406.99.25. To the applicant, this
resulted in an increase in the duty payable. The rate of duty on the end product(s),
foot\vear, is 30 percent ad valorem.

Appeals to the South African Revenue SeJ.vice regarding the tariff detennination
for the cork'insoles in question have been unsuccessful.

The applicant is an SMI\1E \V ho has established a viable niche market for its
products. The fiffi1 claim.s that it has built a solid reputation for comfort. qltality
and durability in fue South African market. Other SOltth African rnantuacturers as
well as importers/wholesalers of shoes are, in the opinion of the applicant.
impinging on its 111arket \vith illfelior q\.lality shoes and sandals.

2.4 The existing 20 percent duty on the imported raw material is placing an onerous
fmancial strain on the company. According to the applicant, shoe retailers in
South Africa exe.rt contin\lOUS pressure on manufacturers to keep wholesale prices
as low as possible, as the South African COnS1.1mer is price-conscious. The
applicant argued tllat an increase in the landed cost of the raw material cannot
e~sily be passed on to the retailer and end consumer, as this \vi1l not be accepted
and v.'ill lead to a decrease in sales and therefore prodllction. Soleflex Comfort
Foot\vear contends that it is not in a financial position to sustain the continued
application of a 20 percel1t import duty on this important ra\'v' matelial.

According to infol11'\ation at the Conm1issioner's disposal, the South African

man\.lfactl.lrerS of shoe components are not able to supply the ra\\' material

(genuil'.e cork insoles) due to the fact that setting up 8 m3nufacturing plant for it
woll1d not be economically and financially viable.
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3. The cork insoles are classifiable as follows:

4.

5. The end-products are classifiable as follows:

6.

7.

The industry and the market

8.

9.

Conclusion

10. T11e dL1ty expressed as a percentage of the appljcant's ex-factory selling price is

considered significant in v.iew of the competition experienced by the applicant.

11 The Corrunission fOlInd that tariff relief by way of rebate of dllty is required to enable the

applicant to continue manllfactllring its products at a competitive plice.
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12. The Commission found adequate justification for supporting the application for the
following reasons:

the product concerned is not mamuactured in the SACU;

the applicant is an SMME that has established a viable niche market where it enjoys a

comparative advantage. .,

the applicant is experiencing fierce competition from similar imported end products,

the 20 percent ad valorem duty payable on the irnpol1ed raw material is placing an

undue financial strain on the company.

Recommendation

13. The Cornn1ission concluded that a rebate of duty is justified and therefore recommends

that a provision be created for rebate of the full duty on cork insoles for the manufacture

of foot\vear. The Commission did not support the applicant's request that the rebate

provision be created with retrospective effect from 1 January 2002.
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