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Increase in Bulk Wine Exports  
Bulk wine exports have grown from under 30% of wine 
exports to over 50% in 2010.
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Figure 1: Volume of wine exports by container size, 3-year moving average 2004-2010 
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Source: U.S. International Trade Commission. 2011. ―Interactive Tariff and Trade DataWeb.‖ http://dataweb.usitc.gov/ 

Volume of wine exports by container size

Drawbacks for Bottled and Bulk wine
Drawbacks on bottled wine each year have been a very 
small share of imports and less than the value of exports.   
For bulk wine, where drawback is a much larger share of 
import and export price, volumes of imported and exported 
bulk wine are more balanced and the claimed drawback rate 
is higher than for bottled wine.
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Figure 12: Ratio of drawbacks on bulk wine to bulk exports and imports with a lower unit value, 2005-2010, annual 
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Source: U.S. International Trade Commission. 2011. ―Interactive Tariff and Trade DataWeb.‖ http://dataweb.usitc.gov/
U.S. Customs and Border Protection, Department of Commerce. 2011. 

Note: Exports to Canada and Mexico have been removed from data displayed. 

Ratio of drawback on bulk wine

Market implications  
Most exported bulk wine is produced from grapes grown in 
the southern San Joaquin Valley.  Between 2004 and 2007 
bulk exports well exceeded bulk imports, so the drawback 
created an additional demand for bulk imports.  A simple 
quantitative model of the implications of drawbacks on 
wine imports and exports shows that the incentive to import 
more bulk wine would likely reduce the price of grapes 
used for such wines by about 2.5% to 5.0% when compared 
to what otherwise would have been the case.  More recently, 
as imports and exports of bulk wine have been in closer 
balance, this negative effect has declined.

Price of grapes for crush by year
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Figure 14:  Price of grapes for crush by year, California Southern San Joaquin Valley  
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Source: U.S. Department of Agriculture, NASS,2011. ―Grape Crush Report.‖
http://www.nass.usda.gov/StatisticsbyState/California/Publications/GrapeCrush
Data applies to crush district13, 2000-2010. 

Conclusion  
The availability of drawbacks clearly stimulates exports 
and imports.  When imports exceed exports, as is the case 
of bottled wine in the United States, drawbacks encourage 
increased exports.  When exports exceed imports, as was the 
case for bulk wine from 2004-2007, drawbacks encouraged 
bulk wine imports, implying reduced demand for grapes 
grown in the southern San Joaquin Valley.    Today, 
aggregate bulk imports and exports are of similar magnitude.  
While drawbacks stimulate trade, the effect on the balance 
of imports and exports is likely small.

Potential Drawback Effects
Exported wine must be matched with imported 
wine in order for a drawback.  When a firm exports 
more wine than it imports, it must increase imports 
to maximize potential drawback, thus encouraging 
more imports.  Conversely, when imports exceed 
exports, a firm must increase exports to maximize 
potential drawback, thus encouraging more exports.    
The United States has consistently imported more 
total wine than it has exported, but until recently 
it has exported more low-priced bulk wine than 
it imported.  Over the past decade, imports and 
exports of bottled wines have grown slightly, while 
“bulk” wines have increased dramatically.
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Figure 3: Volume of wine imports and exports, 3-year moving average 2004-2010 
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Source: U.S. International Trade Commission. 2011. ―Interactive Tariff and Trade DataWeb.‖ http://dataweb.usitc.gov/

Note: Imports and exports include all non-sparkling wine of 14 percent alcohol or less by volume, in all container sizes and all value 
groups. 

Volume of wine imports and exports, 3 year 
moving average 2004-2010

Wine Prices
Bulk wine prices have averaged about $1 per liter, 
while imported bottled wine prices have averaged 
about $4 per liter.  The drawback of $0.422 a liter 
is approximately 40% of the total value of imported 
bulk wine, while the drawback of $0.345 a liter for 
bottled wine is less than 10% of average value.

Bulk Wine Technology
The introductiont of inexpensive and single-use 
“flexitanks” capable of fitting in standard shipping 
containers has lowered the cost of bulk wine 
transport.

Source: U.S. International Trade Commission. 2011. “Interactive Tariff and Trade DataWeb.” http://dataweb.usitc.gov/ 
a Most Favored Nation
bImport duty rates have been declining gradually for Australia and Chile in accordance with the Free Trade Agreements. Here we report and 
use the 2010 rates.

Two liters 
or less

Over two liters but 
not over four liters

Over four liters 
(MFNa)

Over four liters from 
Chile or Australiab

($/liter)
Import duty rate 0.063 0.084 0.14 0.048
Excise tax 0.2827 0.2827 0.2827 0.2827
Total 0.3457 0.3667 0.4227 0.3307

Excise taxes and import duty rates

Calculations 
The projected effects of applying the drawback when wine 
exports exceed wine imports

U.S. wine and 
import substitutes

U.S. wine and 
imports closer 

substitutes
       Percent change

Wine price -1.0 -2.0
Wine production -1.3 -2.5
Wine exports 2.1 4.0
Imports of wine 56.1 80.4
Grape price -2.6 -5.0
Grape production -1.3 -2.5

Based on equilibrium displacement model with export demand 
elasticity = -2.0, duty = 30% of import price, exports = 14% of U.S. 
production, elasticity demand for wine = -1.0, share of imports of 
wine = 10%, supply elasticity of grapes = 0.5 and share of grapes in 
wine cost -40%.

Issue:  Refund (drawback) of excise taxes and import duties has been controversial in the wine industry as the practice has become more 
prevalent over the past decade.  UC AIC has investigated the economic impacts of these drawbacks.

Definitions and rates
A drawback is a refund of duty and taxes on imported merchandise that is re-exported, destroyed or not used.  Since 2001, 
Customs and Border Protection has allowed substitution drawback on both bottled and bulk wine.   Exported wine may 
receive drawback paid on commercially interchangeable imported wine as long as the wines are under 14% alcohol, of 
the same color (red, white or rose) and within 50% of value.   Import duties depend upon country of origin and the size 
of container imported.  All wines pay a Federal Excise tax of $0.2827 a liter.  Total drawback varies between $0.3307 and 
$0.4227 a liter.  

Year Bottled
Imports

Bottled
Exports

Bulk  
Imports

Bulk 
Exports

million of liters
2004 553 68 20 259
2005 600 100 39 177
2006 614 138 84 188
2007 659 168 92 206
2008 623 200 111 208
2009 612 171 218 177
2010 655 196 168 173

Wine exports and imports 2004-2010

Unit values of wine imports
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A full report “Economic Implications of the Import Duty 
and Excise Tax Drawback for Wine Imported into the United 
States” is available on the AIC website: 
http://aic.ucdavis.edu/publications/Drawback831.pdf


