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INTRODUCTION

With the submission of this study to the Congress and the Presi-
dent, the United States International Trade Commission begins a series
of annual reports on the impact of the Caribbean Basin Economic Re-
covery Act (CBERA) on U.S. industry and consumers. The reports are
mandated by section 215(a) of the act, which requires the Commission
initially to report on the first 2 years of operation of the program and
then subsequently to report annually for the duration of the pro-
gram. The duty-free preferences established under the act are sched-
uled to terminate on September 30, 1995.

The present study fulfills the statutory requirement for the initial
report, covering calendar years 1984 and 1985. Reports for subsequent
calendar years are to be submitted to Congress and to the President by
September 30 of each year.

The statute requires that the Commission provide an opportunity
for public comment. A Federal Register notice (app. D) solicited such
comment; where received, it is indicated in chapter 3 under the sections
entitled “Position of Interested Parties.”

The report contains four chapters and four appendixes. In chapter
1, certain provisions of the CBERA are highlighted. Overall U.S. trade
with the Caribbean Basin during 1984 and 1985 is analyzed, and trade
under special programs (CBERA, the Generalized System of Prefer-
ences, and TSUS items 806.30/807.00) is distinguished.

Chapter 2 addresses the actual effects of the CBERA for 1984 and
1985, the first 2 years of the program’s operation. The general meth-
odological approach is explained as well as the CBERA’s effects on
U.S. imports, U.S. producers, and U.S. consumers.

An analysis of selected significant imports under CBERA is con-
tained in chapter 3. CBERA trade in each of seven U.S. tariff sched-
ules is discussed. The main analysis in this chapter is contained in 19
commodity digests that profile domestic and CBERA producers, the
U.S. market, and U.S. imports of the commodity under review.

Chapter 4 focuses on the probable future effects of the CBERA.
Through examination of significant investment projects in the region, a
methodology for determining likely future exports is set forth. The
principal sectors affected and the estimated future shipments to the
United States in those sectors are examined.

The report contains four appendixes: one with a discussion of the
genesis of the CBERA program along with a summary of the provisions
of the Caribbean Basin Economic Recovery Act; a second with statisti-
cal information on U.S. exports to the Caribbean and an analysis of
trade with the leading CBERA beneficiaries; a third with a detailed ex-
planation of the methodology employed by the study in arriving at esti-
mates of the actual effects of duty-free treatment; and a fourth includes
a copy of the Federal Register notices by which the Commission called
for public comment in connection with its investigation.

vii
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EXECUTIVE SUMMARY

® - The Caribbean Basin Economic Recovery Act, enacted on August
5, 1983, granted duty-free treatment of imports from designated
Caribbean Basin countries.! Despite this preferential treatment,
the value of U.S. imports from CBERA beneficiaries declined
23.7 percent from 1983 to 1985. ‘

® The decline in the value of U.S. imports was caused principally by
steeply falling prices and volumes of crude, and refined petroleum
imports.

® Excluding the oil-exporting CBERA countries, U.S. imports in-
creased in 1983-85 from each of the three CBERA regions—13.4
percent from Central America, 15.9 percent from the Central Car-
ibbean, and 19.0 percent from the Eastern Caribbean. However,
in the same period, U.S. imports from the world grew by 33.8 per-
cent. The lower rate of increase from the CBERA countries is
partially the result of the decline in U.S. imports of major non-oil
CBERA export items—namely, sugar, bauxite, and alumina.

® Reflecting the new duty-free privileges provided by the CBERA,
the duty-free portion of U.S. imports from the CBERA countries
(including duty-free imports under the CBERA and GSP prefer-
ence programs and duty-free imports under non-preferential MFN
provisions) increased from 35 percent in 1983 to 56 percent in
198s.

® Imports entered duty free under the CBERA amounted to $578
million in 1984 and $498 million in 1985. Large protions of these
totals were eligible for duty-free entry under the GSP or as the U.S.
content value of goods entered under TSUS items 806.30 and
807.00. The drop in CBERA duty-free imports in 1985 is largely
the result of a drop in sugar imports and the shift of sugar imports
from the Dominican Republic from CBERA to GSP duty-free
status.

® Imports entering under the CBERA accounted for 6.7 percent of
total U.S. imports from beneficiary countries in 1984 and 7.4 per-
cent of the total in 1985. In 1983, the share of U.S. imports enter-
ing under duty-free preference programs (all under GSP) was 6.5
percent. By 1985, the combined share of imports that were duty-
free on a preferential basis (the GSP and the CBERA combined)
rose to 15.4 percent.

e In 1985, U.S. exports to designated CBERA countries totaled $5.7
~ billion and imports totaled $6.7 billion. The resulting $944 million
U.S. merchandise trade deficit was less than one-third of the defi-

cits recorded with these countries in both 1981 and 1983.

' The following countries were designated beneficiary countries upon the imple-
mentation of the CBERA: Antigua and Barbuda, Barbados, Belize, Costa Rica,
Dominica, Dominican Republic, El Salvador, Grenada, Guatemala, Haiti, Hon-
duras, Jamaica, Montserrat, Netherlands Antilles, Panama, Saint Christopher-
Nevis, Saint Lucia, Saint Vincent and the Grenadines, Trinidad and Tobago, and
the Virgin Islands (British). Pres. Proc. 5133 of Nov. 30, 1983 (48 FR 54453).
The Bahamas was added in March 1985. Upon becoming independent of the
Netherlands Antilles on Jan. 1, 1986, Aruba was designated as a beneficiary
country, effective that date.

vii



The impact of the CBERA on U.S. industries and consumers has
been minimal. Only a few domestic industries have experienced
possible displacement of output exceeding one percent of ship-
ments. These are mostly producers of tropical agricultural prod-
ucts. The impact on consumers is correspondingly small.

The impact of the CBERA on the overall U.S. economy has been
minimal primarily because of the low value of U.S. trade with
CBERA beneficiary countries and the small portion of that trade
that benefits from CBERA duty-free treatment. Total U.S. imports
from CBERA countries in recent years have been less than 0.3
percent of U.S. GNP. Less than 10 percent of the value of U.S.
imports from CBERA countries obtained new duty-free status as a
result of the CBERA.

Whereas the bulk of the effect of the one-time duty reduction most
likely occurred during the first 2 years of the act, future growth in
exports that are eligible for duty-free entry under the CBERA will
likely occur as the result of current export-oriented investment by
local and foreign investors. Major areas of investment in the
CBERA region that benefit from this duty-free treatment include
assembly operations of electrical and electronic parts, pineapples,
citrus, cut flowers, and ethanol. '

Whereas the duty-free treatment of the aforementioned commodi-
ties may have been a factor considered by investors, it was not
usually the primary motivating factor for such investment in the
Caribbean Basin. The primary factors cited by investors included
low labor costs and efforts to diversify agricultural production away
from traditional crops. Ethanol is the single exception to this con-
clusion: a duty of 60 cents per gallon (about 60% ad valorem
equivalent) is imposed on ethanol used for fuel. Thus, the duty-
free treatment accorded by the CBERA gave the region a decided
price advantage over other foreign suppliers.

Other factors that may have contributed to the decision to invest in
the Caribbean Basin include increased awareness of the region
brought about by the publicity associated with CBERA, the expan-
sion of free-trade zones in some of the countries, a greater willing-
ness of organizations like the U.S. Overseas Private Investment
Corporation to provide risk coverage and loan guarantees, and
some efforts by local governments to ease taxes and regulations to
encourage trade.

Growth in Caribbean exports is likely to be slow because producers

in the region face a number of constraints, including high transpor-

" tation costs, inadequate infrastructure, and lack of experience and
marketing channels in the United States. Other constraints include
the perceived threat of protectionist measures in the United States,
for example, the current countervailing duty and antidumping cases
on cut flowers from Costa Rica and the pending legislation to limit
imports of ethanol from the CBERA region.

viii



CHAPTER 1. THE CARIBBEAN
BASIN ECONOMIC RECOVERY
ACT (CBERA)

INTRODUCTION

The Caribbean Basin Economic Recovery
Act, enacted on August S, 19831 authorized the
President to grant duty-free treatment to imports
from designated Caribbean Basin countries. Sec-
tion 215 of the act requires the Commission to

provide the Congress and the President with the

assessment of the actual and probable future ef-
fect of the CBERA on the U.S. economy gener-
ally, on U.S. industries producing like or directly
competitive products with those imported from
beneficiary countries, and on U.S. consumers.

This chapter contains a description of those
provisions of the act defining the articles that are
eligible for duty-free treatment, a description of
other special tariff programs, and an overview of
U.S. trade with the Caribbean Basin. A sum-
mary of CBERA provisions is contained in app.
A.

SALIENT CBERA PROVISIONS
Eligible Articles (Sec. 213)

Rules-of-origin requirements

The CBERA duty-free treatment apphes to
any article meeting the rules-of-origin require-
ments set forth in section 213(a), unless the arti-
cle is excluded from eligibility by the act or by an
action under section 201 of the Trade Act of
1974 or other laws. Section 213(a) requires (1)
that the article be the growth, product, or manu-
facture of a beneficiary country; (2) that it be
imported directly from a beneficiary country; and
(3) that the sum of the cost or value of materials
produced in beneficiary countries plus the direct
costs of processing operations performed in bene-
ficiary countries be not less than 35 percent of
the appraised value of the article.

The act requires the Secretary of the Treas-
ury to prescribe regulations defining the substan-
tial transformation requirement of item 1 above.
The regulations must require either that an article
be wholly the growth, product, or manufacture of
a beneficiary country, or that it be a new

' Pub. L. No. 98-67.

September 1986

or different article of commerce grown, pro-
duced, or manufactured in one or more benefici-
ary countries. Simple combining or packaging in
a beneficiary country, or mere dilution with water
or another substance, is not considered sufficient
to create a new or different article of commerce.

The 35-percent requirement becomes rele-
vant only when an article is not wholly the
growth, product, or manufacture of a beneficiary
country. In calculating whether the percentage
requirement has been met, the law allows the
cumulation of contributions from any combina-
tion of CBERA beneficiary countries. Puerto
Rico and the Virgin Islands are also treated as
beneficiary countries for purposes of meeting the
35-percent requirement. Materials or products
produced in the United States, up to 15 percent
of the appraised value of the article, may also be
applied toward the 35-percent figure. Regardless
of the Puerto Rican, Virgin Islands, or U.S. con-
tent of the article, it must nevertheless be both
substantially transformed in and imported di-
rectly from a CBERA beneficiary country.

“Direct costs of processing operations” is de-
fined in section 213(a) (3) to include actual labor
costs and dies, molds, tooling, and depreciation
allocable to the specific merchandise. It does not
include profits or general business expenses not
directly attributable to the merchandise or that
are not costs of manufacturing the product.

Excluded articles

Section 213(b) lists the articles specifically
exempted from duty-free treatment under the
CBERA. They are as follows:

(1) Textile and apparel articles subject to
textile agreements;

(2) Footwear, handbags, luggage, flat goods,
work gloves, and leather wearing apparel not eli-
gible for the Generalized System of Preferences
(GSP) as of August 1983;

(3) Canned tuna;
(4) Petroleum and petroleum products;

(5) Watches and parts if they contain any
materials that are the product of a country re-
ceiving column 2 duty treatment.

The term “textile agreements” in item (1)
refers principally to agreements negotiated under
the Multifiber Arrangement (MFA).. The articles
excluded in item (2) are produced by labor-
intensive industries and are considered particu-
larly import sensitive. Because there has!been
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substantial growth with respect to production of

these products in the Caribbean Basin, U.S. in- .

dustries could not survive if duty-free entry were
allowed, and adjustment assistance to these do-
mestic industries and workers has been largely
eliminated. The exclusion of tuna is intended to
protect Puerto Rico and American Samoa. The
exclusions in item (4) reflect the overall U.S.
policy to reduce dependence on foreign oil. In
addition, because production of petroleum prod-
ucts is not labor intensive, importers could meet
the 35-percent requirement without providing
much benefit to the Carlbbean .Basin.1

Stable food production plans

Section 213(c) of the act provides that duty-

free treatment for sugar and beef products will be °

suspended unless the beneficiary country submits
a qualifying stable food production plan within 90
days of its designation as a beneficiary coun-
try.2 This provision is intended to prevent the
displacement of needed food crops by increased
production’ of sugar and beef for export.? The
suspension will be withheld or terminated if the
country takes appropriate steps to formulate re-
medial action. The President is also required to
review the operation of all of the plans and to
submit a biennial report to Congress.

Limits on duty-free treatment for sugar

The act provides, in section 213(d), for lim-
its on duty-free importation of sugar from the
Caribbean Basin. This is accomplished through

either the application of a value limitation based

on the “competitive need” limits contained in the
GSP4 or the imposition of a quantitative limita-

tion (absolute quotas). Absolute quota amounts

were imposed in the act for the Dominican
Republic, Guatemala, and Panama. Other coun-
tries have the option of requesting absolute

' H.R. Rep. No. 98-266, 98th Cong., 1st Sess., pp.
14-15 (1983); S. Rep. No. 98- 58 98th Cong., 1st
Sess., pp. 34-35 (1983). !

2 The following beneficiary countries have had duty-free
treatment for sugar and beef products suspended under
this section: Antigua, Aruba, Bahamas, Barbuda,
Montserrat, Netherlands Antilles, St. Lucia, and St.
Vincent and the Grenadines.

2 H.R. Rep. No. 98-266, 98th Cong., 1st Sess., pp.
15-16 (1983); S. Rep. No. 98 58, 98th Cong., 1st
Sess., p. 36 (1983).

4 Competitive-need limitations refer to limits imposed
when in the previous year U.S. imports of a given article
from a particular beneficiary country exceeded the limits
determined by the formula set forth in sec. 504 of the
Trade Act of 1974. -

quotas or being subject to competitive-need lim-
its. The President has the authority to adjust
upward the value limitation and to suspend or ad-
just upward the quantitative limitations if he de-
termines that such action will not interfere with
the U.S. price support program for sugar. The
quantitative limits apply only to the extent that no
stricter quota is in effect under any other provi-
sion of law. The goal of this provision is to guar-
antee a reliable, but limited, market for sugar S0
as not to promote further expansion of sugar pro-
duction.5

Import relief provisions

The President may suspend duty-free treat-
ment for any article as a form of relief in an es-
cape-clause case brought under section 201 of
the Trade Act of 1974 (19 U.S.C. sec. 2251) or
as a national security measure pursuant to section
232 of the Trade -Expansion Act of 1962 (19
U.S.C. sec. 1862). Once an article has been
granted duty-free treatment under the CBERA, it
cannot be removed unless it is done as an import
relief or national security measure. The Presi-
dent has discretion to. maintain the duty-free
treatment of the article regardless of the Commis- .
sion’s findings in an escape-clause case, to estab-
lish an intermediate rate for Caribbean Basin
products, or to restore the most-favored-nation
(MFN) rate or a higher rate. However, duty-free
treatment or a single duty rate must apply equally
to all Caribbean Basin countries. The suspension
of CBERA duty-free treatment may be the sole
relief in a section 201 case only if the Commis-
sion determines that the serious injury substan-
tially caused by imports results from the duty-free
treatment provided under the CBERA.

Emergency relief provisions

If a section 201 case is filed with respect to a
perishable product, as defined in section
213(f)(5), a petition for emergency relief may be
filed. The relief consists of the withdrawal of
duty-free treatment for the article, pending the
outcome of the Commission’s investigation, if the
Secretary of Agriculture has reason to believe
that a perishable product from a beneficiary
country is being imported ‘into the United States
in such increased quantities as to be a substantial
cause of serious injury, or the threat thereof, to
the domestic industry producing a like or du'ectly :
competitive product

s H.R. Rep. No. 98-266, 98th Cong.,
(1983).

1st Sess., p. 18 1.»



Section 22 fees

Section 213(g) of the CBERA provides that
no proclamation guaranteeing duty-free treat-
ment will affect fees imposed pursuant to section
22 of the Agricultural Adjustment Act (7 U.S.C.
sec. 624).1 That is, imports can enter free of
duty but still be subject to section 22 fees of up to
50 percent ad valorem.

OTHER SPECIAL TARIFF
PROGRAMS

The Generalized System of Preferences

The U.S. Generalized System of Preferences
(GSP) was established by title V of the Trade Act
of 1974. Title V authorized the President to
grant duty-free treatment to eligible products
from beneficiary developing countries for a pe-
riod of 10 years. Duty-free treatment began on
January 1, 1976. The Trade and Tariff Act of
1984 extended the GSP for an additional 8.5
years. '

All of the potential beneficiary countries un-
der the CBERA are eligible for benefits of the
GSP. Although the product coverage of the GSP
is similar to that of the CBERA, the latter has
broader coverage. Under the CBERA, all articles
are eligible for duty-free treatment unless specifi-
cally excluded, whereas under the GSP, only des-
ignated articles are eligible. Also, the eligibility
of an article can be suspended under the GSP if a
beneficiary country’s exports of that product to
the United States exceed the competitive-need
limits set forth in section 504 of the Trade Act of
1974. Benefits under the CBERA are not subject
to competitive-need limits, with the exception of
the limits on sugar imports set forth in section
213(d) of the act.

The rules of origin for the GSP are similar to
those for the CBERA. To receive duty-free treat-
ment under the GSP, an eligible article must be
imported into the United States directly from a
beneficiary country, and the sum of the cost or
value of materials produced in a beneficiary
country or an association of countries plus the
direct costs of processing operations performed in
the beneficiary country or member countries

' Sec. 22 gives the President the authority to impose
fees or quotas on agricultural products to protect a price
support program pending the outcome of a full Commis-
sion investigation.
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must not be less than 35 percent of the appraised
value of the article. Customs regulations define
qualifying materials as being either those entirely
the growth, product, or manufacture of the bene-
ficiary country or those substantially transformed
in the beneficiary country into a new and differ-
ent article of commerce. The list of qualifying
operations for the direct costs of processing op-
erations component is the same as that in the
CBERA.

There are, however, some significant differ-
ences between the GSP and the CBERA rules of
origin. The CBERA rule permits cumulation of
materials and direct costs of processing from any
combination of beneficiary countries and from
Puerto Rico and the Virgin Islands to satisfy the
35-percent requirement. Up to 15 percent of the
appraised value can also come from U.S. materi-
als. The GSP allows cumulation only among a
few associations of countries that qualify as either
a free-trade area or a customs union. Also, al-
though both statutes include a requirement that
the article be imported directly from a benefici-
ary country, because of the cumulation rules re-
ferred to above, under the CBERA, an article is
allowed to pass through other beneficiary coun-
tries without losing its origin status. Under the
GSP, if an article enters the commerce of a sec-
ond beneficiary country, it will not be eligible for
preferential treatment on entry into the United
States as the product of the first beneficiary
country.

Products of the Insular Possessions
of the United States

General headnote 3(a) to the TSUSA pro-
vides that articles that are the growth or product
of an insular possession, or manufactured or pro-
duced in a possession from materials the growth,
product, or manufacture of a possession of the
United States or both, are exempt from duty so
long as they are imported directly to the United
States from a possession and they do not contain
foreign materials to the value of more than 70
percent of their total value (more than 50 per-
cent with respect to articles excluded from cover-
age under sec. 213(b) of the CBERA). The de-
termination of whether an article qualifies for the
insular possession preference requires a similar
analysis to that used in connection with the GSP
and the CBERA. That is, a new and different
article of commerce must be created in the insu-
lar possession. Headnote 3(a) also confains a
value-added criterion. However, compared with
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the requirements contained in the GSP and the
CBERA, the headnote 3(a) requirement is much
easier to satisfy for several reasons. First, in gen-
eral, only 30 percent of the value of the article
must be contributed in an insular possession. In
addition, cumulation is allowed so that the value-
added criterion may be satisfied by contributions
from any of the insular possessions and from the
United States. Furthermore, any materials that
may be imported free of duty into the United
States from any foreign country, other than Cuba
or the Philippine Republic, will not be considered
foreign, i.e., will not count against obtaining insu-
lar possession origin status. Finally, headnote
3(a) does not contain the exclusions from direct
costs of processing, such as profits and general
expenses of doing business, that are excluded
with respect to the GSP and the CBERA. All of
these factors make the origin criteria of headnote
3(a) easier to satisfy than those of either the GSP
or the CBERA.

Headnote 3(a) does contain a direct impor-
tation requirement. However, importation need
only be directly from any insular possession to
the United States, not necessarily from the pos-
session claiming origin.

Least Developed
Developing Countries

The TSUS provides special duty rates for
certain products of countries that have been des-
ignated least developed developing countries
(LDDC'’s). The article may be imported directly
or indirectly from the beneficiary country.

The special rate is equal to the final staged
tariff reduction for that tariff item negotiated in
the Tokyo Round of Multilateral Trade Negotia-
tions (MTN). Currently, Haiti is the only
CBERA-eligible country that is also eligible for
special duty treatment as an LDDC.

TSUS Items 806.30 and 807.00

The TSUS contains two tariff items providing
special duty treatment for imports containing
U.S. components. Pursuant to the provisions of
TSUS item 806.30, articles of metal that have
been subjected to manufacturing processes in the
United States, exported for further processing,
and then returned to the United States for fur-
ther processing are subject to duty only on the
value of the foreign processing. Under TSUS
item 807.00, articles assembled in foreign coun-
tries with components manufactured in the
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United States are subject to duty upon the value
of the article less the value of the U.S. compo-
nents.

The Administration has taken the position
that tariff items 806.30 and 807.00 cannot be
used in combination with the CBERA to obtain a
complete duty exemption for articles not other-
wise eligible for duty-free treatment under the
CBERA.!

U.S. TRADE WITH THE
CARIBBEAN BASIN

For the purposes of this report, the Carib-
bean Basin (CB) is defined to include all 27 Car-
ibbean countries and territories specified as po-
tential eligible beneficiaries in section 212(b) of
the Caribbean Basin Economic Recovery
Act. The discussion in this part of the report fo-
cuses either on all CB countries combined, on
groups of CB countries (grouped into “desig-
nated” and “nondesignated” categories under
the CBERA), or on individual CB countries. The
designated country group (in this section also re-
ferred to as the “CBERA group”) consists of
those 21 Caribbean nations that were designated
by the President as beneficiaries under the act
before the end of 1985.2 The “nondesignated”
group contains six eligible Caribbean countries
that had not received their designations before
the end of the period covered in this report.3

This section covers 1981-85, with particular
emphasis on 1984 and 1985, the first 2 years of
the CBERA program. The discussion centers on
U.S. imports from the 21 designated countries
and the CBERA duty-free privileges that are
applicable to this trade. Imports from these
countries are discussed in the context of other
duty provisions that affect duty-free entry under
the CBERA program. Where appropriate, the
nondesignated countries are included in certain
parts of the trade analysis.

1 As there has been some confusion regarding this issue,
a Presidential proclamation clarifying the matter is cur-
rently being prepared.

2 For a list of these countries, see p. ix. The Bahamas,
whose designation became effective in March 1985, is
included. Aruba, which became independent of the
Netherlands Antilles on Jan. 1, 1986, and whose desig-
nation in April 1986 was effective retroactively to Jan.
1, 1986, is not separately listed.

3 These countries are Cayman Islands, Guyana, Nicara-
gua, Suriname, Turks and Caicos Islands, and An-
guilla. Note, however, that Anguilla—one of the six—is
not listed in table 3, below, as it is included in official
statistics with St. Christopher-Nevis in the designated
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The data presented in this section are com-
piled from the statistics of the U.S. Department
of Commerce and include certain adjustments to
census data made by the U.S. Department of La-
bor for its annual report to the Congress pursuant
to section 216 of the CBERA.1

Two-Way Trade

In 1985, combined U.S. exports to all Carib-
bean countries totaled $6 billion, or 2.9 percent
of overall U.S. exports (table 1). Caribbean
countries jointly were the eighth largest export
market of the United States—a market larger, for
example, than the Republic of Korea, Australia,
or Italy. Combined U.S. imports from the Carib-
bean countries in 1985 totaled $6.8 billion, or
2.0 percent of overall U.S. imports. The United
States had a merchandise trade deficit with the
Caribbean countries collectively (as with most
other trading areas of the world), amounting to
$854 million in 1985. This compares with defi-
cits exceeding $3 billion in both 1981 and 1983.

) -U'.StDbepartmem of Labor, Trade and Employment
Effects of the Caribbean Basin Economic Recovery Act,
July 1985.

Table 1

U.S. trade with the Caribbean Basin countries, 1981-85
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The U.S. trade deficit with the region nar-
rowed as U.S. imports from the Caribbean
dropped significantly in 1982, 1984, and 1985,
but U.S. exports to the area trended only mildly
downward. As U.S. imports from the world
surged in the 1980°s, the share supplied by the
Caribbean countries was reduced from 3.8 per-
cent in 1981 to 2.0 percent in 1985. The Carib-
bean share of U.S. exports to the world re-
mained, however, almost unchanged, fluctuating
from year to year around 3 percent. These diver-
gent trends between the two directions of
U.S.-Caribbean trade are illustrated in figure 1.

The designated CBERA beneficiaries include
most of the Caribbean region; they have ac-
counted for over 97 percent of combined U.S.
imports from all Caribbean Basin countries and
for 94 percent or more of U.S. exports to the
area each year during 1982-85. Therefore, the
data showing combined U.S. trade with the 21
CBERA countries during 1981-85 are almost
identical to the data in table 1 for all 27 Carib-
bean countries (table 2).

Share of U.S Share of U.S.
exports to Imports from
Year Total U.S. exports the world Total U.S. imports the world U.S. trade balance
Million dollars Percent Million dollars Percent Million dollars
1981 ...... 6,493.4 2. 9,898.9 3.8 (3,405.6)
1982 ...... 6,338.6 3.1 8,007.6 3.3 (1,669.0)
1983 ...... 5,888.8 3.0 9,006.0 3.5 (3,117.2)
1984 ...... 6,300.2 3.0 8,896.5 2.8 (2,596.3)
1985 ...... 5,996.4 2.9 6,849.9 2.0 (853.6)

Source: Complled from official statistics of the U.S. Department of Commerce.

Table 2

U.S. trade with countries designated under the CBERA,' 1981-85

Share of U.S Share of U.S

exports to imports from
Year Total U.S. exports the world Total U.S. imports the world U.S. trade balance

Million dollars Percent Million dollars Percent Million dollars

1981 ...... 6,005.8 2.6 9,467.1 3.7 (3,461.3)
1982 ...... 5,958.9 2.9 7,771.5 3.2 (1,812.6)
1983 ...... 5,632.0 2.8 8,763.9 3.4 (3,231.9)
1984 ...... 5,952.9 2.8 8,649.2 2.7 (2,696.4)
1985 ...... 5,743.0 2.8 6,687.2 1.9 (944.2)
1 Beneficiary countries during 1985. .
Source: Compiled from official statistics of the U.S. Department of Commerce. 1-5
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Figure 1
U.S. trade with the Carilbbean Basin, 1981-85
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Source: ‘ Calculated from statistics of the U.S. Depaftment of Commerce.

In 1985, the United States exported 5.7 bil-
lion dollars’ worth of goods to the CBERA coun-
tries and imported 6.7 billion dollars’ worth from
them. The resulting $944 million U.S. merchan-
dise trade deficit was less than one-third of the
$3.5 billion recorded in 1981 and the $3.2 bil-
lion recorded as recently as 1983.

U.S. Imports

U.S. imports for consumption from each
designated and nondesignated Caribbean country
are shown in table 3. Table 4 breaks down the
CBERA group further into four distinct catego-
ries. Three are geographic groups, separating the
Central American, Eastern Caribbean, and Cen-
tral Caribbean countries; the fourth includes
those Caribbean nations that have major oil-re-
fining facilities and export crude or refined petro-
leum products to the United States.! Table $
shows the share from each country in the com-
bined U.S. imports from the CBERA na-
tions. Figure 2 illustrates the changes in U.S.

' This classification was adopted from the testimony of
Craig Van Grasstek before the Oversight Subcommittee
of the Ways and Means Committee of the U.S. House
of Representatives on Feb. 25, 1986. .
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imports from these country groups and compares
them with changes in U.S. imports from the
world. ‘

Imports from nondesignated countries

Imports from the nondesignated countries
plummeted from $432 million in 1981 to $236
million in 1982. This decline reflects in part
Nicaragua’s policy of restricting trade with the
United States, although U.S. imports fell sharply
from Guyana and Suriname as well. Imports
continued to fall thereafter, amounting to
$162,703 in 1985 (table 3).2 While in 1981 the
nondesignated countries supplied 4.4 percent of
all U.S. imports from the Caribbean, their share
dropped to 2.4 percent by 1985. Bauxite and
aluminum products, shellfish, and fresh bananas
accounted for almost three-fourths of this trade.

Imports from designated CBERA countries

Table 4 shows a decline in overall U.S. im-
ports from CBERA beneficiaries from $9.5 bil-
lion in 1981 to $6.7 billion in 1985. Imports fell
by 23.7 percent in the last 2 years of this period
coinciding with the first 2 years that the CBERA

2 [n May 1985, the United States embargoed virtually
all trade with Nicaragua.
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Figure 2
Changes in U.S. imports from Caribbean Basin country groups and the world, 1983-85
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Table 3

U.S. imports for consumption from the Caribbean Basin, by countries, designated or nondesignated

under the CBERA, 1981-85

(Customs-value basls, in thousands of dollars)

Country 1981 1982 1983 1984 1985
Designated:
Antigua .........chiii it 5,242 4,890 8,809 7,898 24,695
Bahamas ...................c000.n 1,243,169 1,045,217 1,676,394 1,154,282 626,084
Barbados ..............0cihiiin, 80,694 106,631 202,047 252,598 202,194
Belize ...........coviiviiiiiiiinn, 42,197 38,464 27,315 42,843 46,951
British Virginislands ............... 880 892 880 1,335 11,902
CostaRica...........covivvnennnn 365,432 358,127 386,520 468,633 489,294
Dominica .............covvvininnn 103 2,372 242 86 14,161
Dominican Republic ............... 922,400 622,510 806,520 994,427 965,847
ElSalvador................... ..., - 258,524 310,022 358,898 381,391 395,658
Grenada ..........00 it 339 401 211 766 1,309
Guatemala .............coiviiunn, 347,133 330,142 374,692 446,267 399,617
Haith ............ciiiiiinn., 276,395 309,860 337,483 377,413 386,697
Honduras ........................ 431,172 359,553 364,742 393,769 370,219
Jamaica .............cciiiiiiiin, 356,986 278,108 262,360 396,949 267,016
Montserrat ....................... 257 749 924 989 3,620
Neth Antilles ..................... 2,599,159 2,106,750 2,274,510 2,024,367 793,162
Panama ...................c00vun. 296,637 250,764 336,086 311,627 393,605
St. Christopher-Nevis-Anguilla! ..... 11,103 11,557 18,758 23,135 16,258
St.Lucla ............ciiiiiii, 12,796 4,703 4,700 7,397 13,796
St. Vincent and Grenadines ........ 1,572 1,394 4,276 2,958 9,643
Trinidad and Tobago .............. 2,214,911 1,628,392 1,317,534 1,360,106 1,255,498
Total .....ovviii it i 9,467,101 7,771,498 8,763,900 8,649,235 6,687,226
Nondesignated: )
Cayman lislands ........ [ 4,542 14,830 8,607 6,212 10,950
GUYANA ...ttt 104,078 70,655 67,332 74,417 46,010
Nicaragua ....................... 140,295 86,875 99,013 58,064 41,003
Suriname ..........coiiiiiiiiien, 179,374 60,147 63,147 104,636 60,091
Turks and Caicos Islands ........... 3,550 3,556 3,965 3,935 4,649
Total ...vviiiiii i i e 431,839 236,062 242,065 247,264 162,703
Grandtotal ..................... 9,898,939 8,007,561 9,005,965 8,896,499 6,849,928

1 U.S. import statistics treat St. Christopher, Nevis, and Anguilla as 1 entity. Therefore, although Anguillla has not
been designated as a beneficiary country, It is treated as such in this report.

Source: Compiled from official statistics of the U.S. Department of Commerce.

was in effect. This decline is cited most fre-
quently by critics of the CBERA when they call
the effectiveness of the program into question.
However, as table 4 shows, this picture is some-
what deceptive, since it changes significantly
when the plummeting import values from oil-re-
fining countries are discounted.

Imports from oil-refining CBERA countries

As recently as 1983, 3 oil-refining countries
combined—Trinidad and . Tobago, the Nether-
lands Antilles, and the Bahamas—were responsi-
ble for 60 percent of all U.S. imports from the 21
CBERA nations. Consequently, a steep decline
in 1984 and 1985 imports from these oil-refining
beneficiaries explains the downtrend in overall
U.S. imports from the CBERA countries. The
value of imports from the oil countries was re-
duced by $2.6 billion between 1983 and 1985,
i.e., by more than the decline in imports from all
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the 21 CBERA countries combined ($2.1 bil-
lion). Not counting the oil-exporting countries,
U.S. imports from the CBERA beneficiaries
would have been 14.8 percent larger in 1985
than they were in 1983.

Forty percent of overall U.S. imports from
the CBERA countries were still accounted for by
these three oil nations in 1985 despite plummet-
ing prices and reduced volumes of oil products
shipped that year. Trinidad and Tobago, export-
ing both crude petroleum and refined oil prod-
ucts, was responsible for 19 percent of U.S. im-
ports from the CBERA countries, the Nether-
lands Antilles accounted for 12 percent, and the
Bahamas, for 9 percent (table 5). The Nether-
lands Antilles alone accounted for 71 percent of
the 1983-85 decline in the value of total U.S.
imports from the CBERA countries. Most of the
decline in imports from the oil-exporting CBERA
countries took place in 1985. 1-8
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Table 4
U.S. imports for consumption from countries designated under the CBERA, by major source groups,
1981-85
(Customs-value basis, In thousands of dollars)
Country 1981 1982 1983 1984 1985
Central America:
Belize .........cviviiiiiiiiiiin, 42,197 38,464 27,315 42,843 46,951
CostaRica ........oovvvnvnnnennn 365,432 358,127 386,520 468,633 489,294
ElSalvador .............vovvivnnn 258,524 310,022 358,898 381,391 395,658
Guatemala ..............ccc0vvnunn 347,133 330,142 374,692 446,267 399,617
Honduras ..............covvvunnnn 431,172 359,553 364,742 393,769 370,219
Panama ...........covviiinineninn 296,637 250,764 336,086 311,627 393,605
Total .....oviii i 1,741,095 1,647,072 1,848,252 2,044,530 2,095,344
Eastern Caribbean:
Antigua ........ ... i, 5,242 4,890 8,809 7,898 24,695
Barbados .............iiiiiiiinn 80,694 106,631 202,047 252,598 202,194
Dominica ............cviiniinnnn 103 2,372 242 86 14,161
Grenada . .........ciiiiiiiinn 339 401 211 766 1,309
Montserrat ...............cvvvunnn 257 749 924 989 3,620
St. Christopher-Nevis-Anguilla®' ..... 11,103 11,557 18,758 23,135 16,258
St.Lucla .........ciiiiiiiine 12,796 4,703 4,700 7,397 13,796 -
St. Vincent and Grenadines ........ 1,572 1,394 4,276 2,958 9,643
Total .....viiiiiii i 112,105 132,697 239,966 295,826 285,676
Central Caribbean: ‘
British Virginislands ............... 880 892 880 1,335 11,902
Halti .......... i, 276,395 309,860 337,483 377,413 386,697 -
Dominican Republic ............... 922,400 622,510 806,520 994,427 965,847
Jamaica ....... .. i 356,986 278,108 262,360 396,949 267,016
Total ....vvi i i 1,556,661 1,211,370 1,407,244 1,770,125 1,631,463
Qil-refining countries:
Bahamas .............cccnviennnen 1,243,169 1,045,217 1,676,394 1,154,282 626,084
Neth Antilles ..................... 2,599,159 2,106,750 2,274,510 2,024,367 793,162
Trinidad and Tobago .............. 2,214,911 1,628,392 1,317,534 1,360,106 1,255,498
Total ....coviiiiiiii i 6,057,239 4,780,360 5,268,438 4,538,754 2,674,744
Grandtotal .............oovvuens 9,467,101 7,771,498 8,763,900 8,649,235 6,687,226

1 U.S. import statistics treat St. Christopher, Nevis, and Anqullla as 1 entity. Therefore, although Anguilla has not
been designated as a beneficlary country, it Is treated as such In this report.

Source: Compiled from official statistics of the U.S. Department of Commerce.

How heavily oil products weigh on the re-
gion’s trade statistics is also apparent from table
6. This table shows the 1983-85 dollar decline in
U.S. imports from the CBERA countries of crude
petroleum ($2 billion), naphthas ($383 million),
and motor fuels ($185 million). In figure 3,
overall U.S. imports are shown next to the im-
ports of oil products (TSUS schedule 4, pt. 10)
from the CBERA countries. The combined value
of oil product imports fell from $5 billion in 1983
to $4.2 billion in 1984 and $2.4 billion in 1985,
illustrating that oil-related items are the principal
cause of declining overall U.S. imports from the
CBERA countries. The figure shows that in the
2-year period since 1983, U.S. imports other
than oil from the CBERA countries have actually
increased.

Imports from non-oil-refining CBERA
countries

U.S. imports from all three major regions of
the non-oil-refining CBERA countries rose in one
or both years since 1983 (tables 4 and S5). All
but one country (St. Christopher-Nevis-Anguilla)
experienced some increase in 1985 over 1983 in
their overall shipments to the United States.

The Eastern Caribbean region contains six
small island states with the most rapid percentage
growth among all the CBERA countries of their
shipments to the United States. During 1983-8S5,
these small nations more than doubled their ship-
ments to the U.S. market. Nonetheless, the
overall performance of the Eastern Caribbean
was held back by Barbados, the largest member
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Table 5
U.S. Imports for consumption from countries designated under the CBERA, by major source groups,
1981-85
(Percent of customs value)
Country 1981 . 1982 1983 1984 1985
Total ..o viii ittt i i 100.0000 100.0000 100.0000 100.0000 100.0000
Central America
Bellze ..........covviiiiiiniine, .4457 .4949 L3117 .4953 L7021
CostaRica ........covvvvvivnnnnnn 3.8600 4.6082 4.4104 5.4182 7.3168
ElSalvador ..................ovut, 2.7308 3.9892 4.0952 4.4095 5.9166
Guatemala ..........oviviinevnnn, 3.6667 4.2481 4.2754 5.1596 5.9758
Honduras ..........c.cveviiivnnnns 4.5544 4.6266 4.1619 4.5526 5.6362
Panama ..........coiiiininvnnnn, 3.1333 3.2267 3.8349 -3.6029 5.8859
Total ..iviiii it it 18.3910 21.1937 21.0894 23.6383 31.3335
Eastern Carlbbean:
Antlgua ..........ciiiiiiiiininnn, .0554 .0629 .1005 .0913 .3693
Barbados ...............c0iiiin, .8524 1.3721 2.3054 2.9205 3.0236
Dominica .........cccviiiiivnnn, .0011 .0305 .0028 .0010 .2118
Grenada ........ihiiiii i, .0036 .0052 .0024 .0089 .0196
Montserrat ............ccovvvnnnns .0027 .0096 .0105 . .0114 .0541
St. Christopher-Nevis-Angulila! ..... .1173 .1487 .2140 .2675 S .2431
St.lucla ......0iiiiii i .1352 .0605 .0536 .0855 .2063
St. Vincent and Grenadines ........ .0166 .0179 .0488 .0342 1442
Total .......oviiiiii i 1.1842 1.7075 2.7381 3.4203 4.2720
Central Carlbbean:
British Virginislands ............... .0093 0115 .0100 0154 .1780
Haith .........cc0iiiiiiiinnnnnn, 2.9195 3.9871 3.8508 - 4.3635 5.7826
Dominican Republic ............... 9.7432 8.0102 9.2028 11.4973 14.4432
Jamaica .........c0ciiiiiiiien e, . 8.7708 3.5786 2.9936 4.5894 3.9929
Total ....ovviiiiiiiii it 16.4428 15.6873 16.0573 20.4657 24,3967
Oil-refining countrles: :
Bahamas ..............c0iiiiinn 13.1315 13.4494 19.1284 13.3455 9.3624
Neth Antllles ..................... 27.4547 27.1087 25.9532 23.4052 11.8609
Trinidad and Tobago .............. 23.3959 20.9534 15.0337 16.7252 18.7746
Total ....viii it e 63.9820 61.5114 60.1152 5§2.4758 39.9978

' U.S. import statistics treat St. Christopher, Nevis, and Anguillla as 1 entity. Therefore although Angullla has not
been designated as a beneficlary country, It Is treated as such In this report.

Source: Compiled from officlal statistics of the U.S. Department of Commerce .

of the region. The Eastern Caribbean region also
includes St. Christopher-Nevis-Anguilla, the only
non-oil-refining CBERA entity with declining ex-
ports to the United States.?

Shipments to the United States of the
smaller CBERA nations, for example, Belize in
Central America and the British Virgin Islands in
the Central Caribbean region, experienced a dis-
proportionate rate of growth since 1983. Most
dollar increases in 1983-85 imports came none-
theless from the larger Caribbean countries: the

Dominican Republic ($159.3 million), Costa Rica

($102.8 million), Panama ($57.5 million), Haiti
($49.2 million), and El Salvador ($36.8 million).

Figure 2 illustrates that while the three
CBERA geographic regions increased their ship-

' U.S. import statistics treat St. Christopher, Nevis,
and Anguilla as one entity.
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ments to the United States in 1983-85, their per-
formance lagged significantly behind that of the
world.

Leading import items

The Caribbean economy is dependent on
exports of relatively few products. U.S. imports
from the CBERA beneficiaries are concentrated
in a relatively small number of products. Many
of these are primary commodities for which world
markets are softening and prices declining.

Table 7 shows U.S. imports in 1983-85 of
30 principal articles from the CBERA countries
that together accounted for 79 percent of the to-
tal in 1985. Crude oil (which tops the list) and
derived oil products, such as motor fuel and
naphthas, continued to be leading products de-
spite the decline in the value of imports in 1984
and 1985 (table 6). Other major Caribbean ex-

ports to the United States included coffee, fresh_j(
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U.S. imports for consumption from CBERA countries that showed the greatest absolute decrease Iin
trade between 1983-85

(Customs value, In dollars)

TSUS
item No. Description 1983 1985 1985 over 1983
475.05 Crude petroleum, under 25 degrees A.P.I. 2;190,509.642 812,497,122 -1,378,012,520
475.10  Crude petroleum, 25 degrees A.P.l. or more .. 1,861,888,139 1,224,246,938 -637,641,201
475.35 Napthas ...........cciiiiviinnnenenrnnnnns 480,874,033 97,825,706 -383,048,327
475.25 Motorfuel ...........cciiiiiiiiiiii it 400,748,570 215,493,547 -185,255,023
165.20 Sugars, sirups, and molasses ................ 400,490,435 262,994,008 -137,496,427
800.00 U.S.goodsreturned...............covuvunn. 183,053,334 106,330,127 -76,723,207
601.06 Bauxite .............ciitiiniirnrnrnnnenannn 97,413,099 51,175,694 -46,237,405
417.12  Aluminum hydroxide and oxide ............... 106,275,892 66,171,436 -40,104,456
475.30 Kerosene derived from petroleum ............ 36,034,263 8,006,481 -28,027,782
791.28 Leather, other than patent leather ............ 15,945,754 810,363 -15,135,391
685.90 Electrical switches ......................... 79,317,922 66,193,562 -13,124,360
475.65 Natural gas condensate, other ............... 14,907,783 2,095,768 -12,812,015
5§21.11  Asphaltum, bitumen, and limestone ........... 50,947,074 40,011,644 -10,935,430
155.40 Beet or cane molasses, If imported ........... 28,198,336 17,967,714 -10,230,622
383.90 Other women's, giris’, or infants’ wearing
apparel .............c00000n.n e 39,081,942 31,087,565 ~-7,994,377
685.80 Electrical capacitors ................ e - 33,574,972 27,747,967 -5,827,005
676.52 Parts for offce machines .................... 15,171,201 9,867,769 -5,303,432
379.52 Other men’s and boys’ wearing apparel,
notornamented .................. .00 10,900,302 6,252,262 -4,648,040
700.35 Men's, youths’, and boys’ leather footwear ... 9,980,352 5,344,807 -4,635,545
383.22 Women's, girls’, or infants’ lace or net
wearingapparel ........... ... 8,776,877 4,168,271 -4,608,606
Source: Compiled from official statistics of the U.S. Department of Commerce.
Figure 3 .
U.S. Imports, total, non-oil, and oil, from the Caribbean Basin, 1983-85
Billion
dollars
10
oil
Total .
8 =
6
4
24
0

1983

"..{984“.

1985

Source: Calculated from statistics of the U.S. Department of Commerce.
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bananas, sugar, shellfish, cocoa, bauxite, alumi-
num hydroxide and oxide, electronic and electri-
cal items, analgesics, and wearing apparel.

Table 6 shows sharply declining export val-
ues to the United States of such traditional Carib-
bean items as sugar, bauxite, and its deriva-
tives. However, the value of shipments was de-
clining for less traditional items as well, including
certain categories of chemicals, electrical prod-
ucts, wearing apparel, and footwear.

The losses were partially offset by dollar
gains in other leading U.S. imports from CBERA
countries, such as coffee, fresh bananas, shell-
fish, diamonds, certain wearing apparel, analge-

Table 7

sics, jewelry, leather products, certain electronic
items, and ferronickel as shown in table 8. Some
of these, and many others that do not appear in
table 8, were beneficiaries of duty-free privileges
under the CBERA (table 9). However, viewed as
a group, imports of textile and apparel articles,
which are generally excluded from CBERA treat-
ment, increased at the fastest rate.! These in-
creases together explain the 14.4-percent gain in
overall CBERA non-oil exports to the United
States in 1983-85.

' The role of the CBERA duty-free benefits in some of
these gains will be discussed in the remainder of this
report.

Leading items in U.S. imports for consumption from countries designated under the CBERA, 1981-85

(In thousands of dollars, customs value)

TSUS ’
item No. Description 1981 1982 1983 1984 1985
475.10 Crude petroleum, 25 degrees A.P.I.
OFMOM® ... vvivivinennnnnannnns 2,162,882 1,708,998 1,861,888 1,631,003 1,224,247
475.05 Crude petroleum, under 25 degrees
AP i e 2,500,331 2,038,597 2,190,510 1,948,851 812,497
160.10 Coffee, crude, roasted or ground .... 402,613 497,560 519,481 690,672 641,111
146.40 Bananas, fresh .................... 337,832 340,043 361,749 368,033 423,483
165.20 Sugars, sirups, and molasses ........ 602,886 248,185 400,490 426,763 262,994
475.25 Motorfuel ...............ccvvvenn.. 612,810 476,234 400,749 320,194 215,494
114.45  Shellfish other than clams, crabs ..... 163,286 172,305 170,496 195,997 206,799
687.74  Monolithic integrated circuits ......... - 98,960 159,100 217,819 170,202
605.20 Gold or siiver bullion/dore ........... 112,369 69,717 118,982 182,931 128,752
800.00 U.S.goodsreturned................ 137,119 138,506 183,053 114,816 106,330
106.10 Beef and veal, fresh, chilled ......... 154,606 117,801 105,770 90,053 105,926
475.35 Naphthas ..............cc0vivnvnnn 488,816 342,295 480,874 286,648 97,826
376.24 Lace or net body-supporting
garments ...........c0i0iiiinennn 56,381 56,344 68,377 66,259 82,305
412.22 Analgesics, antipyretics ............. 27,919 34,814 51,036 54,837 78,105
480.65 Nitrogenous fertilizers ............... 46,551 43,739 66,571 126,661 71,448
685.90 Electrical switches ................. 29,456 39,738 79,318 94,026 66,194
417.12  Aluminum hydroxide and oxide ....... 124,669 49,651 106,276 127,921 66,171
156.10 Cocoabeans .................c..un 54,144 56,617 54,822 80,569 65,239
601.06 Bauxite ..............ciiiiiiinnnn 201,912 199,708 97,413 149,864 51,176
383.47 Other women'’s, giris’, or infants’
wearing apparel, not ornamented ... - 10,819 13,826 31,070 44,874
-520.33 Diamonds, greater than 0.5 carat .... 7,830 14,652 2,738 1,293 41,385
606.20 Ferronickel ........................ 60,471 - 29,730 36,444 40,292
5§21.11  Asphaltum, bitumen, and limestone .. 69,582 22,656 50,947 22,652 40,012
791.27 Leather, other than patent leather . ... 14,251 12,975 27,433 41,332 39,771
734.56 Baseball equipment and parts ........ 38,341 41,858 39,034 38,649 38,322
376.28 Body-supporting garments ........... 33,542 33,051 31,671 29,052 37,716
379.62 Other men's or boys’' wearing
apparel, not ornamented .......... - 15,330 16,976 32,655 34,319
170.70 Cigars each valued 23 cents or over . 12,767 29,316 34,142 36,459 33,564
379.95 Other men’s and boys’ wearing
apparel, not ornamented .......... - 11,219 20,522 31,762 32,888
383.90 Other women's, giris’, or infants’
wearing apparel, not
ornamented ...............000... - 23,747 39,082 42,474 31,088
Total ... .oovvie ittt 8,443,366 6,935,437 7,783,057 7,417,760 5,290,528
Total, all items imported
from CBERA ................ 9,467,101 7,771,498 8,763,900 8,649,235 6,687,226

. Source: Compiled from official statistics of the U.S. Department of Commerce.
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U.S. imports for consumption from CBERA countries that showed the greatest absolute increase in

trade between 1983-85'

(Customs value, In dollars)

TSUS
item No. Description 1983 1985 1985 over 1983
160.10 Coffee, crude, roastedor ground .............. 519,481,281 641,110,579 121,629,298
146.40 Bananas, fresh ...............c0iiivinininnns 361,749,347 423,482,901 61,733,554
520.33 Dlamonds, welghing over 0.5 carat ............. 2,738,341 41,385,038 38,646,697
114.45 Shellfish other thanclams ..................... 170,496,187 206,798,930 36,302,743
383.47 Other women's, girls’, and infants’ wearing

apparel ........ i i i e e 13,825,591 44,873,676 31,048,085
412.22 Analgesics, antipyretics ....................... 51,035,715 78,105,021 27,069,306
740.70 Chains of precious metals ...............c..... 5,443,185 31,080,517 25,637,332
379.62 Other men’'s and boys’ wearing apparel, not

ornamented ................ e 16,976,034 34,318,583 17,342,549
376.24 Lace or net body-supporting garments .......... 68,377,241 82,304,876 13,927,635
379.95 Other men’'s and boys’ wearing apparel, not -

ornamented ................. e 20,521,839 32,888,176 12,366,337
791.27 Leather, other than patent leather .............. 27,432,701 39,771,101 12,338,400
687.74 Monolithic integrated circuits ......... e 159,099,572 170,202,303 11,102,731
999,95 Under $251 formal and informal ................ 9,222,180 19,842,239 10,620,059
606.20 Ferronickel ...........cccviiiiiiin i 29,730,443 40,291,551 10,561,108
166.10 Cocoabeans ..............civviiernnnrnenns 54,822,441 65,239,152 10,416,711
605.20 Gold or silver bullion/dore ..................... 118,982,484 128,752,428 9,769,944
110.10 Sea herring, smelts, and tunafish .............. 14,663,077 23,079,444 8,416,367
379.56 Other men's and boys’ wearing apparel,

notornamented .............. .. 0 i, 7,737,223 16,051,574 8,314,351
520.32 Diamonds, weighing not over 0.5 carat .......... 3,696,336 10,990,628 7,294,292
740.13 Other necklaces and neckchains ............... 764,314 7,569,500 6,805,186

1 Data are based on customs value.

Source: Compiled from official statistics of the U.S. Deparment of Commerce.

Table 9

Leading items In U.S. imports for consumption entered under CBERA provisions by descending value

of duty-free imports, 1985

(In thousands of dollars)

Total U.S. Percent of
imports for CBERA
consumption duty-free -
TSUS from CBERA Duty-free to total Leading
item No. Description countries under CBERA CBERA source
106.10 Beef and veal, fresh, chilled ......... 105,926 99,328 93.8 Costa Rica.
165.20 Sugars, sirups, and molasses ........ 262,994 97,841 37.2 Dominican Republic.
685.90 Electrical switches ................. 66,194 23,113 34.9 Haiti.
170.70 Cigars each valued 23 cents or over .. 33,564 19,115 5§7.0 Dominican Republic.
427.88 Ethyl alcohol for nonbeverage ........ 19,510 13,146 67.4 Jamalica.
685.80 Electrical capacitors ................ 27,748 10,818 38.9 El Salvador.
148.96 Pineapples, fresh, in packages ....... 10,550 9,947 94.3 Honduras.
165.29  Fruit juices, not mixed orange ....... 9,601 9,160 95.4 Belize.
169.14 Rum (including cana paraguaya) ...... 8,357 7,794 93.83 Jamaica.
136.00 Dasheens, fresh, chilled, or frozen ... 8,112 7,232 89.2 Dominican Republic.
687.74 Monolithic integrated circuits ......... 170,020 6,956 4.1 El Salvador.
170.35 Cigarette leaf, stemmed ............ 8,142 6,775 83.2 Honduras.
686.10 Resistors, fixed .................... 18,220 6,480 35.6 Barbados.
740.15 Jewelry, etc., andparts ............ 7,449 5,838 78.4 Dominican Republic.
607.17 Wirerods of ironor steel ............ 13,205 5,486 41.5 Trinidad and
: Tobago.
170.32  Filler tobacco leaf, not stemmed ..... 10,282 5,129 49.9 Guatemala.
'432.10 Chemical mixtures, n.s.p.f., whole .. 6,370 5,104 80.1 Jamaica.
688.42 Electric synchros and transducers .. .. 7,331 5,059 69.0 Barbados.
427.97 Other methyl alcohol ............... 19,145 4,904 25.6 Trinidad and
Tobago.
740.70 Chalins of precilous metals ........... 31,081 4,546 14.6 Dominican Republic.
Total, above items ............... 843,801 353,771 41.9 -
Total, all items from CBERA :
countries ............c0000u0n ... 6,849,928 497,645 7.3 -

Source: Compiled from official statistics of the U.S. Department of Commerce.
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DUTIABILITY AND SPECIAL
DUTY-FREE PROGRAMS

Table 10 breaks down U.S. imports from the
21 CBERA countries in 1983-85 into their duti-
able portion and the portion entering U.S. cus-
toms territory free of duty under the MFN (col.
1) rates of the TSUS or other special rate provi-
sions, including the CBERA.! The table shows
separately U.S. imports entering under the
CBERA and under the GSP—the other preferen-
tial duty-free program available for CBERA
countries.2 Table 10 also shows the duty-free
U.S. content of imports under TSUS items
806.30 and 807.00 and duty-free imports under
still other tariff provisions.3

The analysis of table 10 reveals that the duti-
able part of U.S. imports from the 21 CBERA
beneficiaries was markedly reduced in the first 2
years of CBERA'’s operation. Dutiable imports
amounted to $5.7 billion or 65 percent of the to-
tal in 1983, dropping to $3.0 billion or 44 per-
cent in 1985. The concomitant absolute and
relative increase in the duty-free part of imports—

from 35 percent of the total in 1983 to 56 per-

cent in 1985—reflected, in part, the new duty-
free privileges provided by the CBERA to desig-
nated countries.

In 1983, when the CBERA was not yet in
operation, 6.5 percent of imports from the
CBERA countries entered the United States un-
der preferential duty-free privileges. All such en-
tries were under the GSP, which was the only
U.S. duty-free preferential program at the
time. In 1984, with the CBERA in operation, the
share of imports benefiting from duty-free prefer-
ence programs (the GSP or the CBERA) surged
to 13.6 percent. The combined share of overall
imports under these programs continued to rise
in 1985 to 15.4 percent. In dollar terms, duty-

' All CBERA-designated countries are eligible for MFN
tariff treatment.

2 As discussed earlier in this chapter, all designated
CBERA beneficiaries are also GSP beneficiaries. A wide
range of the CBERA exports are eligible for duty-free

treatment under the GSP, subject to the competitive-need .

limit and rules-of-origin provisions of that program.
There is an overlap of the GSP and the CBERA product
eligibility, but the CBERA has advantages in not being
subject to certain provisions that limit the application of
the GSP. Although most CBERA-eligible articles are
also GSP eligible, the reverse situation is negligible.

3 Many 806.30/807.00 articles became eligible under
the CBERA, and many of those meeting the value-added
requirements are now entered duty free under the
CBERA.
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free imports under preference programs com-
bined were $464 million larger in 1985 than in
1983.

Meanwhile, imports that entered duty free
under MFN rates also rose both in dollar terms
(by $240 million) and in relative terms. In 1983,
20.5 percent of total imports from the CBERA
countries entered unconditionally free of duty
(meaning the MFN duty rate is free); but this
share increased to 30.4 percent by 1985. Thus,
in addition to the CBERA, imports that were
MFN duty free played an important role in en-
larging the overall duty-free part of U.S. imports
from designated countries.4

Table 11 shows that the calculated adjusted
U.S. duty revenues from the CBERA countries
amounted to $75 million in 1983, dropped to $72
million in 1984, and surged to $83 million in
1985.5

The average rate of duty on the dutiable por-
tion of U.S. imports from the CBERA countries
was 1.3 percent in 1983, 1.6 percent in 1984,
and 2.8 percent in 1985. Petroleum products,
which are low-duty articles and account for a
large share of dutiable imports from the CBERA
countries, are responsible for this comparatively
low average duty level. Despite a decline in the
dutiable part of imports, the rise in tariff reve-
nues from the CBERA country imports in 1985 is
apparently due to a sharp shift in the product mix
of dutiable imports from low-duty petroleum
products toward high-duty items, mostly wearing
apparel. The rising average rate of duty can ap-
parently also be explained by this shift in product
mix.

Imports Entering Under
CBERA Provisions

U.S. imports from the CBERA countries en-
tering duty free under CBERA amounted in 1984
to $578 million, and declined in 1985 to $498
million (table 10). Imports under the CBERA
were responsible for 6.7 percent of overall U.S.

4 The increase in the MFN duty-free content of imports

may have reflected, in part, changes in the product mix

of imports, and in part, changes in the dutiability of
certain major items. For example, monolithic integrated
circuits, a major import benefiting from duty-free
CBERA treatment in 1984, became MFN duty free in
March 1985. )

6 The “adjusted” adjective refers to calculating duties

based on those dutiable values that themselves had been

adjusted for the duty-free content of entries under TSUS
items 806.30 and 807.00.



imports from the 21 designated countries in 1984
and 7.4 percent of the total in 1985. These are
in the general range of import shares benefiting
from the GSP program (6.9 and 8.0 percent, re-
spectively), and of the U.S. content of imports
entering duty free under TSUS items 806.30 and
807.00 (6.8 and 8.2 percent, respectively). Ta-
ble 9 shows the leading items entering duty free

Table 10
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under CBERA in 1985 and the principal source
of these items. Beef and veal is the number one
item on this list, followed by sugar, electrical
switches, cigars, and nonbeverage ethyl alcohol
(ethanol).?

' Ch. 3 discusses selected items entering under CBERA
and their effect on U.S. industry.

U.S. imports for consumption from the CBERA countries, by reported duty treatments, 1983-85
(In thousands of dollars, customs value)

Absolute Percentage
change, change,
Item 1983 1984 1985 1985 over 1983 1985 over 1983
Totalimports ...................... 8,763,900 8,649,235 6,687,226 -2,076,674 -23.70
Dutiable value' ..................... 5,673,886 4,565,475 2,961,610 -2,712,276 -47.80
Duty free under—
MFEN . e 1,793,532 2,044,329 2,033,297 239,765 13.37
TSUS items 806.30/807.00 ........ 519,007 587,560 547,368 28,360 5.46
GSP ... i i e 567,138 593,949 633,507 -33,631 -5.93
CBERA ... ... ittt - 577,704 497,645 280,058 2-13.86
GSP/CBERA combined ............ 567,138 1,171,652 1,031,152 464,014 81.82
Other special rate provisions . ...... 210,337 280,220 113,798 -96,538 -45.90
Percent of total
Totalimports ................ccuun 100.00 100.00 100.00 -
Dutiable value ..................... 64.74 52.78 44.29 - -
Duty free under—
MEN . i e e 20.46 23.64 30.41 - -
TSUS items 806.30/807.00 ........ 5.92 6.79 8.19 - -
GSP .. e e e, 6.47 6.87 7.98 - -
CBERA ... ...ttt - 6.68 7.44 - -
GSP/CBERA combined ............ 6.47 13.55 15.42 - -
Other special rate provisions ....... 2.40 3.24 1.70 - -

' Reported dutiable value has been reduced by the U.S.content of items imported under TSUS items 806.30 and

807.00, which are duty free.
2 1985 over 1984.

Source: Calculated from official statistics of the U.S.Department of Commerce.

Table 11

U.S. imports from the CBERA countries: Calculated duties, eligibility, and utilization of the GSP and

CBERA programs, 1983-85

item 1983 1984 1985

Adjusted calculated duties (1,000 dollars)* ................ 75,293 72,152 83,056
Average duty (percent)2 ..............ccciiiiiiieninanns 1.33 1.58 2.80
Eligible duty free under GSP (1,000 dollars)® ............... 1,006,916 1,172,816 1,078,946
Reported entering under GSP (1,000 dollars) .............. 567,138 593,949 533,507
GSP utilization ratio (percent)4 .................... S 56.32 50.64 49.45
Eligible duty free under the CBERA (1,000 dollars)f? ......... 1,397,206 1,634,901 1,560,459
Reported entering under the CBERA (1,000 dollars) ........ - 577,704 497,645
CBERA utllization ratio (percent)® ........................ - 35.34 31.89

1 Calculated duty has been adjusted to account for the value of U.S.content of items imported under tariff provi-

slons for TSUS items 806.30 and 807.00.

2 Calculated duty/dutiable value x 100.

3 Based on 1985 product eligibility.

4 Actual entries/eligible entries under GSP x 100.

5 Includes all TSUSA items that have not been excluded under the CBERA or are not already duty free under the

MFN.

¢ Actual entries/eligible entries under the CBERA x 100.
Source: Calculated from official statistics of the U.S. Department of Commerce.
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Product Eligibility Under the CBERA

The scope of products covered by the
CBERA is large, especially in view of the rela-
tively small portion of overall imports from desig-
nated countries benefiting during the first 2 years
of the program. CBERA duty-free treatment is
nominally applicable to all but a few items in the
TSUS. Petroleum products constituted the larg-
est group in trade-weighted terms among those
tariff items that are excluded by statute from
CBERA eligibility.! However, since petroleum
products are subject to relatively low duties, the
absence of duty-free privileges for them has not
severely restricted the benefits conferred by the
CBERA. More limiting was the exclusion of
high-duty wearing apparel items, for which duty-
free treatment could have boosted shipments to
the United States. This exclusion has triggered
protests from CBERA countries.2

Although certain excluded categories—espe-
cially petroleum and textiles and apparel—weigh
heavily in the Caribbean export profile, the
trade-weighted product coverage of CBERA-eligi-
bility remains extensive. The imports of items
that were not excluded from CBERA benefits by
statute (thus were CBERA eligible uncondition-
ally or subject to certain restraints) amounted in
1985 to $3.6 billion, or 53.7 percent of all U.S.
imports from designated countries. This amount
includes $2 biliion in 1985 imports that were al-
ready duty free under MFN rates (table 10) and
$1.6 billion CBERA-eligible products that would
have been otherwise dutiable (table 11). Thus,
less than one-half of 1985 imports were excluded
from the CBERA by statute, with petroleum-re-
lated items accounting for a large portion.

It is reasonable to expect that CBERA na-
tions will restructure their export mix over time in
an effort to maximize the duty-free benefits they
can derive from the CBERA.

! See list of the excluded items earlier in this chapter.
2 Wearing apparel is considered a high-priority export
group by the Caribbean countries (as by most other de-
veloping countries) owing to its labor-intensive produc-
tion process. In February 1986, President Reagan an-
nounced a program to reduce barriers limiting entry of
these products to the U.S. market. See TSUS sched-
ule 3, “Textiles and apparel,” in ch. 3 of this report.
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Utilization of CBERA
for Eligible Imports

The broad CBERA product coverage is
somewhat deceptive if viewed as an indication of
new preferential access to the U.S. market be-
cause 2 billion dollars’ worth, or 30.4 percent, of
overall imports in 1985 were already duty free
under MFN tariff rates prior to the enactment of
the CBERA. This included many major Carib-
bean exports such as coffee, fresh bananas, shell-
fish, bauxite, aluminum oxide and hydroxide,
and, more recently, semiconductors (see table 7
for leading imports). Moreover, in many areas
the CBERA has not contributed to preferential
access for certain Caribbean exports that are also
eligible for duty-free entry under the GSP. For
many such products the preexisting GSP pro-
gram, which is more familiar to Caribbean ex-
porters, continues to be utilized. However, the
CBERA is being used to permit duty-free entry
for those products that lost GSP eligibility be-
cause their competitive-need limits had been ex-
ceeded in the previous year.® Finally, the
CBERA imposes limitations on the extent to
which certain import-sensitive items may receive
CBERA preferential treatment; this further cir-
cumscribes preferential access to the U.S. mar-
ket.

Utilization rates of the CBERA program
were calculated in this section by relating actual
entries under CBERA provisions to nominally
CBERA-eligible imports (the portion not ex-
cluded by statute), not counting the items that
are also MFN duty free.# The utilization rate of
CBERA-eligible shipments as defined above
was 35 percent in 1984 and 32 percent in 1985
(table 11). See appendix B for a‘ country-by-
country trade analysis.

3 In its first annual report on the CBERA (Trade and
Employment Effects of the Caribbean Basin Economic
Recovery Act), the U.S. Labor Department discusses in
some detail the extent of overlap between the GSP and
the CBERA, sorting out tariff items on the basis of their
unique access to the U.S. market under one or the other
of these two preference programs.

4 The resultant percentage is a measure of actual trade
entering under the CBERA program. In the sense that
some items that previously entered under GSP may now
be entering under the administratively simpler CBERA,
the measure represents a bookkeeping change. The utili-
zation rate is not, however, an indication of the amount
of trade that was originally freed up (i.e., previously not
MFN duty free or GSP eligible) by the enactment of the
CBERA or of the effectiveness of the CBERA program.
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CHAPTER 2. EFFECTS OF THE
CBERA IN 1984 AND 1985

Section 215 of the Caribbean Basin Eco-
nomic Recovery Act (CBERA) requires the Com-
mission to prepare and submit to the Congress
and the President a report regarding the eco-
nomic impact of the CBERA on U.S. industries
and consumers during the first 2 years the
CBERA is in effect and each calendar year there-
after until duty-free treatment under the CBERA
is terminated. The report is to include an assess-
ment regarding “the actual effect . . . of this Act
on the United States economy generally as well as
on those specific domestic industries which pro-
duce articles that are like, or directly competitive
with, articles being imported into the United
States from beneficiary countries . . .” This
chapter and the next discuss the effects of the
act.

ESTIMATING THE TRADE AND
PRODUCTION EFFECTS

The act eliminated U.S. customs duties on
nonexcluded imports to the United States from
CBERA countries. The duty elimination is a
one-time change, and, as such, any change in
trade in a commodity in the short run should be
measured from the last time period that the du-
ties were in effect. All of the currently desig-
nated countries became eligible on January 1,
1984, except the Bahamas, which became eligi-
ble in March 198S.

A wide variety of factors must be considered
to estimate the effects on U.S. trade and produc-
tion that have resulted from the CBERA tariff
eliminations. Historical trade data show the
products that CBERA countries were able to sup-
ply to the United States under pre-CBERA tar-
iffs. Comparing past and current trade data
yields some information about the effects of the
duty elimination and other provisions of the
act. But other factors besides the duty elimina-
tion influence trade with CBERA countries. For
example, there may be large changes in the U.S.
demand for some products. Importers may not
take full advantage of CBERA provisions, or
goods may not meet local value-added require-
ments. There may be local supply problems,
such as bad weather or work stoppages. There
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may be changes in U.S. health and safety regula-
tions affecting imports. New plants may lead to
large one-time increases in production. There
could be a change in GSP eligibility for an item
from a particular country. Competition from
other importers may affect demand for CBERA
country products. Among the many other possi-
ble factors affecting rankings are changes such as
tariff reclassifications, and tariff rate changes.
The effects of duty elimination must be separated
from these other factors.

Historical patterns of U.S.-CBERA country
trade were examined to determine the products
where the duty eliminations might have the great-
est impact. For many products the column 1
rates of duty are quite small; hence, little change
would occur in the price or volume of the im-
ported products as a result of duty-free treat-
ment. Where column 1 rates are significant, it
must be determined how the volume of U.S. im-
ports is affected. This depends on the willingness
and ability of CBERA countries to expand ex-
ports. These questions are answered using avail-
able data on price elasticities of demand and
supply. Where the duty elimination does lead to
increased exports to the United States from
CBERA countries, it must be determined if the
CBERA country exports are likely to affect sales
of U.S. products or simply displace imports from
other countries.

The Commission has used the quantitative
methodology explained in appendix C to estimate
the effects of the CBERA duty elimination.
These effects are estimated at the commodity di-
gest level, the basic level of analysis for the dis-
cussion. No attempt is made to determine the
macroeconomic effects, such as the effects on
the overall U.S. trade balance, the dollar ex-
change rate, or aggregate U.S. employment, and
it is not appropriate to sum up the trade effects
across industries to obtain an aggregate trade-bal-
ance effect. This is true because the detailed es-
timates do not account for the response of
exchange rates, and this response is likely to
cause the aggregate trade balance effect to be
quite small. However, only a very small error is
introduced to the estimate for an individual com-
modity digest by ignoring these macroegopomic
effects.
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THE EFFECTS ON U.S. IMPORTS
FROM CBERA COUNTRIES

Factors Influencing Duty Effect

There are three basic factors that determine
the effects of the tariff elimination on the value
of CBERA country exports to the United States
in a detailed commodity category.

The first factor is the level of the tariff to be
eliminated. By eliminating the tariff, the United
States gives CBERA country suppliers a new price
advantage that helps them compete in the U.S.
market against both U.S. producers and other
foreign suppliers. The higher the initial tariff, the
greater this new price advantage will be when the
tariff is eliminated.

The second factor is the amount of trade
that will be affected by the tariff elimina-
tion. The effect on imports will tend to be
greater the larger the amount of trade subject to
the tariff.

The third factor is the price responsiveness
of buyers and sellers in the market. In particular,
the more responsive CBERA country suppliers
are to an increase in the price received in the
U.S. market, and the greater the willingness of
U.S. buyers to expand their purchases from
CBERA countries in response to a price incen-
tive, the greater will be the effect of the tariff
elimination on U.S. imports from CBERA coun-
tries.

Of the three factors just listed, good data are
generally available for the level of the tariff to be
eliminated and the amount of trade that will be
affected. An excellent summary statistic for
these two factors combined is the amount of du-
ties collected from the tariff. This amount is the
product of the tariff rate multiplied by the
amount of trade subject to the tariff. Estimates
for the third factor, price responsiveness, gener-
ally are not reliable. This is particularly true of
the price responsiveness of suppliers.!

' A classic discussion of the problems encountered in
estimating import demand elasticities is given by Guy
Orcutt, “Measurement of Price Elasticities in Interna-
tional Trade,” The Review of Economics and Statistics,
May 1950, pp. 117-132. The best statement of the
problems encountered in estimating supply curves is
A.A. Walters, “Production and Cost Functions: An
Econometric Survey,” Econometrica, Jan.-Apr. 1963,
pp. 1-66.
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Other factors affect trade besides the duty
elimination. The methodology used in this report
is intended to separate the effects of the duty
elimination from these other factors. For exam-
ple, imports of an article may actually decrease
after the duty elimination, perhaps because of in-
creased competition from a third-country suppli-
er. This does not indicate that the tariff
elimination had no effect. Had there been no
tariff elimination, it is likely that the drop in im-
ports would have been even greater. Industry
analysts have identified special factors affecting
CBERA country exports to the United States.

The approach adopted here is to estimate
the effects of eliminating a tariff by multiplying
the duties collected, which summarize informa-
tion on the amount of trade covered by the tariff
and the level of the tariff, by a term that summa-
rizes the price responsiveness of U.S. buyers of
CBERA country products and of CBERA country
suppliers to the U.S. market. The technique is
derived and explained in appendix C.

Selection of Commodities

The primary goal of this study is to pinpoint
industries that are most likely to have been af-
fected by the CBERA duty elimination. Parts of
the quantitative methodology discussed in appen-
dix C are useful in achieving this goal.

A list of 25 major commodities was selected
by ranking imports of 5-digit TSUS provisions by
calculated duties collected in 1983. This list,
which is shown in table 12, was used to select
commodities for more detailed examination and
analysis. This selection process takes into ac-
count existing trade patterns (the value of trade)
and tariff rates. However, it neglects supply and
demand elasticities, which also affect the relative
ranking of commodities that are most likely to be
affected by the CBERA. It also fails to indicate
commodities not imported from CBERA coun-
tries in the past because duties were prohibitive,
or where the duty eliminations will create a new
industry in the beneficiary countries. This is not
generally a problem given the very low U.S. duty
rates for most commodities, but as is discussed
below, this was a factor in nonbeverage ethanol
and chemical mixtures imports. The selection
method used is strictly for short-term prediction;
there is no expectation that this methodology will
identify new industries that require a lengthy
startup period. 2



Data in previous years were examined to es-
tablish whether the 1983 data might represent an
aberration. This led to the deletion of one com-
modity (film, other than motion picture film),
and the addition of another (orange juice) to the
list of commodities selected for detailed analy-
sis. Data on actual CBERA duty-free imports in
1984 and 1985 were examined. Two other com-
modities not shown in table 12 were added to this
final list. These commodities are related (non-
beverage ethanol and - chemical mixtures,
n.s.p.f.). One item (avocados) was dropped be-
cause of very low trade volume in 1984 and
1985. The data revealed unusual patterns in the
import statistics for several tobacco categories.
Subsequent investigation revealed that a tariff re-
classification, the institutional details of tobacco
import storage, and the similarities of several to-
bacco products were largely responsible for the
erratic numbers. As a result, several tariff items
covering tobacco were added to the final list.
The major groupings of tobacco tariff items (ciga-
rette and cigar tobacco leaf) are already repre-
sented in table 12. In one case (fresh pineap-

Table 12

Leading U.S. imports from CBERA countries of
goods eligible for CBERA duty-free treatment,
ranked by calculated duties collected in 1983

Calcu-
TSUS lated
item duties
No. Description collected

1,000

dollars
155.20 Sugars, sirups, and molasses .... 32,560
170.80 Tobacco, n.s.p.f. ............. 2,803
106.10 Beefandveal ................. 2,105
687.74 Monolithic integrated circuits .... 2,006
169.14 Rum (large containers) ......... 1,658
685.80 Electrical capacitors ............ 757
437.56 Adrenocortical hormones ........ 727
170.60 Scraptobacco................. 718
685.90 Electrical switches, etc. ........ 627
170.35 Cigarette leaf, stemmed ........ 614
734.56 Baseballs,etc. ................ 450
148.96 Pineapples .................... 494
425.52 Other nitrogenous compounds ... 455
686.10 Resistors ..................... 423
138.35 Yucca .......ciiiiiiiiinnennnn 328
723.15 Film other than motion picture ... 316
688.43 Electrical articles and parts ..... 305
607.17 Wirerods ...........covvvvunen 300
676.52 Parts of office machines ........ 300
136.00 Dasheens ..............ccov0uus 261
146.30 Avocados ............iivneinnn 215
437.57 Other hormones ............... 191
137.75 Chayote ..........cvvvvvvunnnn 187
170.45 Filler tobacco, not stemmed ..... 186
169.13 Rum (small containers) ......... 169
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ples), related tariff items were added to the item
selected by the methodology.

Tables 13 and 14 contain lists of the leading
20 products. entered CBERA duty-free in 1984
and 1985. Of the top 10 CBERA products in
1984, 3 do not appear in the list in table 12. Un-
stemmed cigarette leaf tobacco (TSUS item
170.32) appears because of a reclassification of a
part of the product coverage of TSUS
item 170.80. In 1983, orange juice imports from
CBERA countries were low because of weather
problems; they were significant enough in 1982
to place TSUS item 165.35 high on the list of
duties collected in 1982.7 Expensive cigars,
TSUS item 170.70, were almost all entered un-
der the GSP in prior years, and their appearance
on the CBERA list represents a bookkeeping
change rather than a response to the duty elimi-
nation. Of the next 10 items, 4 do not appear in
table 12. Unstemmed cigar leaf tobacco (TSUS
item 170.40) is similar to stemmed cigar leaf to-
bacco (TSUS item 170.45) and to scrap tobacco
(TSUS item 170.60, much of which is in fact ci-
gar filler). Almost all toy figures (TSUS item
737.30) entered under TSUS item 807.00 or the
GSP prior to 1984, so that much of the value
entered CBERA duty free would have entered
duty free anyway. Softwood dowel rods and pins
(TSUS item 200.91) were around 40th on the
1983 duties collected list. Almost all winter man-
goes (TSUS item 148.03) entered duty free un-
der the GSP in 1983.

Of the top 10 CBERA products in 1985, 3
do not appear in table 12. They are orange juice
(TSUS item 165.29; note change in TSUS num-
ber), expensive cigars (TSUS item 170.70), and
nonbeverage ethanol (TSUS item 427.88). The
first two are discussed above. Nonbeverage etha-
nol is an example of the type of product for
which data on duties collected do not give a good
idea of the effects of a duty elimination. The ad-
ditional duty of 60 cents per gallon on fuel etha-
nol gives a very large advantage to CBERA
duty-free imports relative to other producers.
There was very little nonbeverage ethanol im-
ported from CBERA countries prior to the open-
ing of a plant in Jamaica that was built specifically
to take advantage of the CBERA duty-free provi-
sions.

' Citrus juices other than orange and lime were included
in TSUS item 165.35. They accounted for a very small
part of this item. In 1985, concentrated orange juice
was given a separate TSUS item number—165.203
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Table 13

Leading U.S. Imports of goods entered CBERA
duty free in 1884

TSUS ' CBERA
item customs
No. Description value

155.20 Sugars, sirups, and
molasses ................ $207,334,357

106.10 Beefandveal .............. 81,223,089
687.74 Monolithic integrated

cireults .................. 58,621,669
169.14 Rum (large containers) ...... 31,683,515
170.35 Cigarette leaf, stemmed .... 30,501,073
170.70 Cigars ........ce00vueeennen 14,859,665
685.80 Electrical capacitors ........ 9,296,342
170.32 Cigarette leaf, not stemmed . 8,014,387
165.35 Clitrus fruit juices ........... 7,657,610
148.96 Pineapples ................. 7,561,313
686.10 Resistors .................. 7,246,026
688.43 Electrical articles and parts .. 6,984,904
170.45 Filler tobacco, not stemmed . 5,471,182
685.90 Electrical switches, etc. ..... 5,443,704
136.00 Dasheens ................. 5,206,881
170.40 Filler tobacco, stemmed .... 4,764,869
170.60 Scrap tobacco ............. 4,392,392
737.30 Toyfigures ................ 2,916,787
200.91 Softwood dowel rods and

ping .......ciiiiiiiienlt, 2,744,204
148.03 Mangoes .................. 2,589,715

Table 14

Leading U.S. imports of goods entered CBERA
duty free in 1985

TSUS CBERA
item customs
No. Description value
106.10 Beefandveal .............. $99,328,216
165.20 Sugars, sirups, and

molasses ................. 97,841,171
685.90 Electrical switches .......... 23,113,857
170.70 Cigars .......ccovvvvvnnnnns 19,115,456
427.88 Nonbeverage ethyl alcohol . ... 13,146,811
685.80 Electrical capacitors ......... 10,818,582
148.96 Pineapples ................. 9,947,639
165.29 Concentrated orange juice ... 9,160,719
169.14 Rum (large containers) ...... 7,794,548
136.00 Dasheens .................. 7,232,446
687.74 Monolithic integrated circuits . 6,956,696
170.35 Cigarette leaf, stemmed ..... 6,775,118
686.10 Resistors .................. 6,480,276
740.15 Jewelry, etc., and parts ..... 5,838,626
607.17 Wirerods .................. 5,486,538
170.32 Cigarette leaf, not stemmed . 5,129,422 .
432.10 Chemical mixtures, n.s.p.f. .. 5,104,979
688.42 Electrical articles and parts .. 5,059,027
427.97 Methyl alcohol .............. 4,904,985
740.70 Chains of precious metals .. .. 4,546,490

Of the second 10 goods, 5 are not included
in table 12. CBERA imports of unstemmed ciga-
rette tobacco leaf (TSUS item 170.32) resulted
largely from the reclassification of TSUS item
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170.80 mentioned above. Chemical mixtures,
n.s.p.f. (TSUS item 432.10), are in fact mixtures
primarily of Jamaican ethanol. All imports of
methanol (TSUS item 427.97) in 1984, the first
year of imports, were duty free under the
GSP. The jewelry articles (TSUS items 740.15
and 740.70) apparently represent the growing
operations of an Italian firm in the Dominican
Republic. Growth in imports of these jewelry ar-
ticles seems to have depended as much on TSUS
item 807.00 and GSP advantages as on CBERA
advantages. o

THE EFFECTS ON TOTAL
U.S. IMPORTS AND ON
COMPETING U.S. PRODUCERS

At least two additional factors need to be
considered in determining the effects of the duty
elimination on total imports and on competing
U.S. producers. First, the tariff advantage given
to CBERA country producers helps them com-
pete more effectively with other. foreign suppliers
to the U.S. market. Thus, part of the increase in
CBERA country sales is likely to displace sales of
other foreign suppliers, and not just sales of U.S.
producers. This means that total U.S. imports of
the commodity should increase by a smaller
amount than increased imports from CBERA
countries. Second, the increased price competi-
tiveness of CBERA country suppliers will tend to
depress the price of the commodity charged by
other suppliers as well, and this will tend to cause
total U.S. consumption of the commodity to ex-
pand. Since total sales expand, the displaced
sales are less than the increase in CBERA coun-

try exports. ‘ :

The quantitative methodology used here dis-
regards any tendency for total U.S. sales of the
commodity to increase. Thus, it tends to over-
state the displaced sales of U.S. producers and of
foreign suppliers besides CBERA countries. In
the absence of better information about who
would be displaced by the increase in CBERA
country sales, the displacement is allocated to
U.S. producers and to other import suppliers-ac-
cording to their market shares. For example, if
the U.S. share of the market is twice as great as
that of non-CBERA country import suppliers,
then it is assumed that one-third of the increase
in 'CBERA country sales would come at the
expense of other import suppliers, and two-
thirds would come at the expense of U.S, ,



producers.? As was the case with the value of im-
ports from CBERA countries, there may be times
when the data seem to contradict the estimates 6f
the increase in total imports or displacement of
U.S. production generated by the quantitative
methodology. For example, the methodology
may predict a displacement of U.S. production
while actual production increases. In such a
case, factors in addition to the duty elimination
are at work, such as expanding U.S. demand for
the product.

The methodology is not well suited for analy-
sis of items involving offshore assembly or proc-
essing such as items entered under TSUS items
806.30 and 807.00. Nonetheless, the estimates
for these goods have been included as a refer-
ence for the qualitative corrections discussed be-
low. All of the schedule 6 and 7 items covered in
the commodity digests except wire rods (TSUS
item 607.17) are for the most part assembled in
CBERA countries with U.S.-produced parts.
This leads to overestimates of the absolute
amounts of imports affected by the tariff elimina-
tion. It also leads to difficulties in analyzing the
effects of the tariff elimination on total imports of
the product, and especially on the displacement
of U.S. production.

Estimates of the increase in imports are
based on the assumption that all the duty on an
item will be eliminated. Items must meet local
value-added requirements to have CBERA duty-
free status. The U.S. value of many of the sub-
ject items has historically been very high, so that
many items produced under traditional arrange-
ments do not meet the value-added requirements
(20 percent local value added in the case of
goods using 15 percent or more U.S.-produced
parts). Thus the absolute amount of imports af-
fected by the tariff elimination will be overesti-
mated. This overestimation may be offset
somewhat if some production processes are
moved from the United States to CBERA coun-
tries to increase the value added in CBERA
countries.

While the estimates of the dollar value of
displaced shipments are derived from duties col-
lected on the local content of imports from
CBERA countries, the division of market shares
between displaced U.S. production and non-
CBERA imports is based on the total value of

' The techniqile is derived and explained in app. C.
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imports—i.e., it includes the U.S. content of
goods assembled offshore. This tends to distort
the numbers. The direction of the distortion de-
pends on the relative U.S. content of imports
from CBERA countries and non-CBERA coun-
tries.

Very little primary production of the subject
goods occurs in CBERA countries. Almost all
imports are assemblies of parts produced else-
where. This assembly work is labor intensive,
and low wage rates attract this work to CBERA
countries and other low-wage countries. In many
cases little or no assembly work is done in the
United States. In these cases it is most likely that
CBERA duty-free treatment of these items does
not displace U.S. production, but displaces as-
sembly operations in other low-wage coun-
tries. In any event, it is not possible to separate
the value added by assembly operations in the
United States from the value added by compo-
nent production.

THE EFFECTS ON U.S. CONSUMERS

The effect on U.S. consumers is composed
of several parts. First, the tariff elimination re-
duces the price of imports from CBERA coun-
tries. Second, the price of competing U.S.
output may be bid down as a result of the price
advantage given to CBERA country suppliers. Fi-
nally, U.S. residents are liable for greater taxes if
the revenues lost from the tariff are to be made
up from other sources. An approximation of the
benefits to U.S. consumers arising from the re-
duction in the price of imports from CBERA
countries is given by equation A12 in appendix
C. This approximation assumes that U.S. im--
porters fully pass through to consumers any re-
duction in import prices. This should occur if the
market is competitive. In addition to approxi-
mating the consumer gains from the reduction in
the price of imports from CBERA countries,
equation A12 also gives exactly the part of the
lost U.S. tariff revenue that goes to U.S. consum-
ers. The remainder of these lost revenues go to
CBERA country producers.

U.S. consumers can also gain from a reduc-
tion in the price of U.S. output that competes
with imports from CBERA countries. However,
this gain is exactly offset by a loss to U.S. produc-
ers, and this part of the consumer gain is very
difficult to estimate because of the difficmlties in
estimating domestic supply curves.
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EMPIRICAL ESTIMATES

Estimates of percent increases in total U.S.
imports, share of domestic shipments displaced,
and share of tariff reduction pass-through to con-
sumers for the most important commodities are
presented in table 15. These estimates were de-
rived using the quantitative methodology de-
scribed in appendix C. These estimates should
not be relied on by themselves, but should be
considered in conjunction with the commodity
digests in chapter 3. There are many cases where
these estimates must be qualitatively modified in
light of information specific to markets for indi-
vidual commodities.

Table 15

Overall Economic Effects
on the United States

The overall effects of the act on the United
States are minimal for two main reasons:
(1) U.S. trade with CBERA countries is small
relative to the overall U.S. economy, and in most
instances the increase in trade with the region is
even smaller; (2) the duty elimination effectively
applies to only a small part of U.S. trade with
CBERA countries.

U.S. imports from CBERA countries
amounted to less than 3 percent of total U.S. im-
ports in recent years, and U.S. exports to
CBERA countries amounted to just under 3 per-
cent of total U.S. exports. Imports from CBERA

Calculated duties on U.S. imports from CBERA countries and derived estimates of the percent increase
in total U.S. imports, percent of U.S. domestic shipments displaced, and percent of tariff reduction
pass-through to consumers as a result of duty-free imports from CBERA countries, by commodity

digest, pre-CBERA period to post-CBERA period

Calculated
duty on Percent Percent of Percent of
Imports from increase U.S. tariff
CBERA in total domestic reduction
countries u.s. shipments pass-through
Digest (1983) imports displaced to consumers
1,000
dollars Percent
Beefandveal ..............coiiiiinnnnnn 2,105 0.1-0.6 0.005-0.021 15-75
Dasheens ............ooiviiinrininnnnns 261 1.0-6.7 1.0-6.3 30-96
Chayote ............ovu0vun e e 187 1.1-7.0 67-439 30-96
YUCCA i it iniinnianeeennnsnnnsnsns 328 4.1-26.6 11.5-75.5 30-96
Freshpineapple ..............c.cvvvnivnnn. 508 3.2-23.8 .5-3.9 10-84
SUGAN ..ttt ittt e 32,560 N/A N/A N/A
Concentrated orange juice ................ 1722 .1-.3 .04-.09 37-86
RUM ittt iiennnanrans 1,828 18.9-37.3 .8-1.6 14-81
Cigarette leaf tobacco and tobacco not
specially provided for ................... 3,461 .6-6.5 2-2.2 8-65
Filler tobacco, other than cigarette, and
scraptobacCo ..........ciiiiiiiiiienn 979 .7-6.0 .9-7.4 12-89
Other nitrogenous compounds ............. 2397 - .2-7 .02-.08 21-85
Ethanol and ethanol in chemical mixtures .. .. 0 LessO than Leszs than N/A
10.3 .3
Synthetic non-benzenold hormones ......... 2837 .5-4.3 .02-.2 21-96
Wirerods .......c.coiviiiinieneninennnnns 3186 .03-.21 .01-.08 21-93
Certain parts for office machines .......... 300 .004-.031 .0002-.0020 16-93
Capacitors ........cotiiiiiiiiii i 757 .1-.6 .03-.16 20-92
Articles for making and breaking electrical
circuits .......... ... it 627 .02-.12 .001-.010 21-94
Resistors ...........coiiiiiiiiinnninins 423 1-.5 .03-.16 19-85
Monolithic integrated circuits .............. 2,006 .02-.11 .01-.07 15-88
Miscellaneous electrical articles and parts ... 305 .03-.18 .003-.016 16-93
Baseball equipment ...................... 450 .2-1.7 .5-5.0 14-94

' Duties collected in 1982. Imports were abnormally low in 1983.
2 puties collected in 1984. Most imports of these items are from the Bahamas, which was not a deslgnated benefi-

clary country until March 1985.

3 Does not include antidumping and countervalling duties levied against imports from Trinidad and Tobago.

Source: Data derived from official statistics of the Bureau of the Census, U.S. Department of Commerce, or e
mated by the staff of the U.S. International Trade Commission.
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countries have ranged in value from around 0.3
percent of U.S. gross national product (GNP) to
under 0.2 percent. Exports have been around
0.2 percent of GNP or less. Even if there were a
quintupling of U.S. imports from CBERA coun-
tries from pre-CBERA levels, they would barely
equal 1 percent of U.S. GNP. Therefore, one
should not expect the CBERA to have any signifi-
cant effect on the overall U.S. economy.

When product exclusions and duty-free op-
portunities not related to CBERA are considered,
less than 10 percent of the value of U.S. imports
from CBERA countries is affected by the CBERA
duty reductions.! This means that less than
0.3 percent of total U.S. imports have been af-
fected by the CBERA duty elimination. This
amounts to less than 0.03 percent of U.S.
GNP. Using a high estimate of U.S. production
displaced (10 percent of the value of affected

' Rough estimation of the amount of U.S. imports from
CBERA countries that benefit only from CBERA duty-
free status and not from other duty-free provisions is
fairly easy. Only dutiable goods can benefit from GSP or
CBERA duty-free provisions. The goods that qualify for
CBERA duty-free treatment can be divided into goods
qualifying for GSP duty-free treatment and goods not
GSP eligible. For all practical purposes, goods that are
eligible for GSP duty-free treatment are a wholly con-
tained subset of goods eligible for CBERA duty-free
treatment. The value of goods that benefit from CBERA
duty-free status but not from MFN or GSP duty-free
status can therefore be obtained by subtracting the value
of imports eligible for GSP duty-free treatment from the
value of imports eligible for CBERA duty-free treat-
ment. Certain products from individual countries may
exceed competitive-need limits and not have GSP duty-
free treatment, and thus benefit from CBERA duty-free
treatment. The value of these products should be added
to the (CBERA-GSP) residual to get a better estimate of
goods benefiting exclusively from CBERA duty-free
status. Sugar from the Dominican Republic accounts for
most of the value of CBERA country goods that ex-
ceeded the competitive-need limits. Sugar from the Do-
minican Republic was not GSP eligible in 1983 and part
of 1984. Using figures from table 10, one can obtain
390 million dollars’ worth of 1983 CBERA country ex-
ports to the United States as the minimum that qualified
for duty-free treatment under the CBERA, but not under
any other program. Adding the 166 million dollars’-
worth of sugar imports from the Dominican Republic one
obtains 556 million dollars’ worth of 1983 imports that
could benefit from CBERA duty-free treatment but not
other duty-free privileges. This amounts to 6.3 percent
of total U.S. imports from CBERA countries in

1983. For 1984, the share of affected trade was between
5.3 and 7.7 percent, depending on whether Dominican
Republic sugar is counted as GSP eligible or not. For
1985 the figure was 7.2 percent. Allowances for the
U.S. content of TSUS items 806.30 and 807.00 goods
and the local-content provisions of the GSP and CBERA
would cause minor adjustments to these numbers.
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CBERA country imports), yields an upper esti-
mate of 0.003 percent of U.S. production dis-
placed as a result of the CBERA duty
elimination.2 This estimate ignores the positive
effects on U.S. production of increased U.S. ex-
ports that may have resulted from higher CBERA
country dollar incomes and imported inputs, a
combined amount that could easily offset and ex-
ceed the displacement of U.S. production.

Effects of the CBERA on Puerto Rico

When the CBERA was originally under con-
sideration, there was concern that Puerto Rico
might be adversely affected by the program be-
cause of its similarities in climate, culture, and
industry, and so forth to CBERA beneficiary
countries. A report prepared for the Puerto Ri-
can Senate in 1982 expressed concern for the
textiles and apparel, leather footwear, rum, elec-
trical and electronic parts, and agriculture indus-
tries.3 In addition, there was sufficient concern
for the tuna-canning industry in Puerto Rico (and
in American Samoa), that canned tuna was ex-
cluded from duty-free treatment even in the ear-
liest drafts of the act. Textiles and apparel and
leather footwear were excluded from duty-free
treatment largely owing to concerns of U.S. pro-
ducers. A major Puerto Rican concern with rum
was the rebate of U.S. excise taxes on rum to the
Puerto Rican Government. A provision of the
act allows the President to consider compensation
if there is a reduction in these revenues.

In draft versions of the act, rule-of-origin re-
quirements were satisfied by only 25 percent
value added in a CBERA beneficiary country.
Some feared that this low value-added require-
ment would encourage Japanese and European
electronics manufacturers to send parts to the
Caribbean region to be assembled and sent into
the U.S. duty free.4# This would have adversely

2 Using 1983 as a base year, summing the low and high
estimates of U.S. production displaced for the commodi-
ties covered, excluding sugar (which is under quota), the
Commission obtains a low estimate of $11 million and a
high estimate of $61 million. With the $559 million in
trade in these items in 1983, these estimates of U.S.
production displaced range from about 2 to 11 percent of
the value of the affected imports.

3 Barbara Epstein, Potential Impact on Puerto Rico of
the Caribbean Basin Initiative (New York: Economic
Studies, Inc., 1982). 2.7

4 Ibid., p. 77.
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affected Puerto Rican assembly operations. The
35-percent-value-added requirement of the GSP
was maintained in the final version of the act,
and all Puerto Rican value added is included in
the 35 percent (up to 15 percent of U.S. value
can be counted toward the 35 percent).

Puerto Rican agriculture has declined con-
siderably because of industrialization programs
and the application of the U.S. minimum wage in
Puerto Rico. Puerto Rico is a net food importer
with much of local production being strictly for
local consumption. The CBERA includes provi-
sions for expedited relief for perishable products
from increased imports under section 201 of the
Trade Act of 1974. These provisions could be
used to obtain relief for Puerto Rican farmers
facing injury from imports of CBERA country ag-
ricultural products, but no petitions for relief
have been filed under these provisions either by
Puerto Rican or mainland producers.

Despite its concerns about Caribbean com-
petition, current Puerto Rican policies strongly
favor the CBERA. Puerto Rico’s interest in the
CBERA derives, in part, from certain provisions
in U.S. tax laws concerning the island. The first
proposal advanced by the U.S. Department of
the Treasury to reform the current U.S. tax sys-
tem included the repeal of the tax preferences
given to U.S. corporations operating in Puerto
Rico under section 936 of the Internal Revenue
Code. Tax preferences under section 936 and its
precursor in the tax code have been in effect
since the 1950’s. These tax preferences have at-
tracted much industry to the island and are cred-
ited for the most prosperous sectors of the Puerto

2-8

Rican economy.! In an effort to save this tax
preference, the Puerto Rican Government pro-
posed changes in its tax laws and in section 936
that would allow and encourage firms to invest in
“twin plants” in Puerto Rico and CBERA benefi-
ciary countries.2 Under the “twin plant” con-
cept, components manufactured in Puerto Rico
(or perhaps in the United States) would be sent
to CBERA beneficiary countries for labor-inten-
sive assembly work. Finishing and quality-control
work would be done in Puerto Rico. The argu-
ment builds on provisions that are already in ef-
fect and that allow the value added in Puerto
Rico, both before and after CBERA country as-
sembly work, to count toward the 35-percent-
value-added requirement for CBERA duty-free
entry.

The tax reform bill retains the tax prefer-
ences in section 936. It allows funds generated
under section 936 on deposit at both the Govern-
ment Development Bank and private banks to be
used for investments in “twin plant” operations in
CBERA countries at preferential rates. These
funds will only be available for projects in coun-
tries having tax information - exchange treaties
with the United States. Barbados is the only
CBERA country known presently to have such a
treaty with the United States.

1 See, for example, A. Koffman O'Reilly, “Tax Reform
Proposal Troubles Puerto Rico,” The Journal of Com-
merce, July 15, 1985, Supplement, p. 1, and Jose
Ramon Oyola, “Puerto Rico Set To Broaden Economic
Base,” The Journal of Commerce, July 15, 1985, p. 4.
2 Raphael Hernandez Colon, “Tax Breaks Are Viewed
Essential to the Economy,” The Journal of Commerce,
July 15, 1985, Supplement, p. 1.
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CHAPTER 3. LEADING
PRODUCTS IN CBERA TRADE

This chapter contains information on spe-
cific products (and ‘their corresponding TSUS
items) of importance in U.S.-CBERA trade. The
previous chapter described the methodology by
which individual tariff items were identified as
being the principal, likely beneficiaries of the
duty-free status granted by the CBERA. Those
items are analyzed in this chapter along with a
brief description of U.S. trade with the Carib-
bean Basin in the first 2 years of operation of the
program.

The discussion is conducted in two parts:
(1) by TSUS schedule and (2) by specific TSUS
item(s). The schedule analysis includes the com-
modity coverage of the tariff schedules, a profile
of the CBERA sector of those commodities, U.S.
imports from the Caribbean Basin area, and,
where comments have been received by the
Commission, the position of interested parties.!

Product-specific analysis is provided for par-
ticularly significant CBERA items and is con-
tained in commodity digests. Each digest includes
a profile of both U.S. and CBERA producers as
well as a discussion of U.S. imports and the do-
mestic market for the product. The digest con-
cludes with a brief discussion of the economic
effects of duty-free treatment.

Nineteen commodity digests are covered in
this chapter. They are:

Schedule 1, Animal and vegetable products

Beef and veal
Tropical vegetables
(dasheen, chayote, and yucca)
Pineapple
Sugar
Concentrated orange juice
Rum
Tobacco
(cigarette, leaf tobacco, filler
and scrap tobacco)

Schedule 2, Wood and paper; printed matter

' The CBERA statute requires that an opportunity for
comment be afforded the public in connection with the
publication of ITC annual reports on the impact of the
act. A Federal Register notice (appendix D) solicited
public comment. The comments where received, are
contained in subsections of this chapter entitled “Posi-
tion of interested parties.”
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Schedule 3, Textiles and apparel

Schedule 4, Chemicals and related products
Other nitrogenous compounds
Ethanol
Synthetic non-benzenoid hormones

Schedule 5, Nonmetallic minerals and
products

Schedule 6, Metals and metal products

Wire rods

Parts for office machines
Electrical capacitators

Articles for electric circuits
Resistors

Monolithic integrated circuits
Misc. electrical articles and parts

Schedule 7, Specified products,
miscellaneous products
Baseball equipment

TSUS SCHEDULE 1, ANIMAL AND
VEGETABLE PRODUCTS

Schedule 1 Commodity Coverage

Commodities classified in schedule 1 of the
Tariff Schedules of the United States include raw
agricultural products such as live animals, grains,
fruits and vegetables, cut flowers, live plants, to-
bacco, and oilseeds, and processed agricultural
products such as meat, sugar, fish and shellfish,
dairy products, animal and vegetable fats and
oils, and alcoholic beverages. The leading sched-
ule 1 commodity imports from CBERA countries
in 1985, by value, were coffee (31 percent),
fresh bananas (20 percent), sugar (13 percent),
shellfish other than clams (10 percent), and
fresh, chilled, or frozen beef and veal (5 per-

- cent). During 1981-85, the value of imports

from CBERA countries followed no trend and
ranged from $1.7 billion in 1982 to $2.2 billion
in 1984 (table 16). The value of imports from
CBERA countries in 1985 was $2.1 billion. Dur-
ing 1981-85, the share of schedule 1 imports en-
tering from CBERA countries declined irregularly
from 9.9 to 8.5 percent.

Profile of CBERA Sector

Five countries—the Dominican Republic,
Guatemala, Costa Rica, Honduras, and El Salva-
dor—supplied 80 percent of schedule 1 imports
from CBERA countries in 1985. Coffee, fresh
bananas, sugar, certain shellfish, angd; fresh,
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chilled, or frozen beef and veal accounted for
79 percent of the value of these imports.
However, it should be noted that all of these arti-
cles are either free of duty without CBERA status
(coffee, fresh bananas, and certain shellfish),
subject to quantitative import restrictions (sugar),
or subject to import eligibility requirements (beef
and veal). Other important CBERA import items
in 1985, and their primary sources, include ciga-
rette tobacco ($19 million) from Guatemala and
Honduras; tropical vegetables ($14 million) from
the Dominican Republic and Costa Rica; pineap-
ples ($11 million) from Honduras, Costa Rica,
and the Dominican Republic; rum ($10 million)
from Jamaica and Barbados; and frozen concen-
trated orange juice ($10 million) from Belize.

U.S. Imports

During 1981-85, U.S. imports of animal and
vegetable products increased irregularly from
$20.3 billion to $24.5 billion. Canada was the
leading supplier over the period, and in 1985 ac-
counted for 13 percent of the value of U.S. im-
ports. Brazil and Mexico were also important
suppliers and accounted for 10 and 7 percent,
respectively, of 1985 imports. In 1985, imports
from CBERA countries made up 8.5 percent of

Table 16

the value of U.S. imports of animal and vegetable
products compared with 9.3 percent in 1983.

With the exception of quantitative limitations
on sugar and certain beef and veal, U.S. imports
of animal and vegetable products are subject to
no trade barriers, but they must meet the stan-
dards (generally administered by the U.S. Food
and Drug Administration or the U.S. Department
of Agriculture (USDA)) applied to the compara-
ble U.S. product. Imports of meat are limited to
those countries and plants that are found by the
U.S. Secretary of Agriculture to have standards
that are at least equal to U.S. Federal Stan-
dards. Certain imported cigarette tobacco must
be inspected and graded by the USDA to comply
with U.S. standards.

The majority of schedule 1 imports from
CBERA countries (an annual average of 78 per-
cent over 1981-85) did not enter under any pref-
erence program. About two-thirds of the value
of schedule 1 imports from CBERA countries in
1985 entered free of duty under column 1 of the
TSUS. Such duty-free items included coffee, ba-
nanas, certain shellfish, cocoa beans, smelts, and
cocoa butter. During 1981-85, the percent of
imports entering the United States from CBERA

TSUS schedule 1, animal and vegetable products: U.S. imports for consumption, 1981-85

Absolute Percentage
change, = change,
1985 1985
Item 1981 1982 1983 1984 1985 from 1983 from 1983
Total (million dollars) ................. 20,261 19,038 20,545 23,362 24,502 3,957 19.2
From leading 3 suppliers: .
Canada (milliondollars) ............. 2,264 2,515 2,680 3,039 3,096 416 15.5
Brazil (million dollars) ............... 2,038 1,605 1,751 2,243 2,450 699 39.9
Mexico (milllondollars) .............. 1,482 1,609 1,736 1,715 1,799 63 3.6
From CBERA countries -
(milliondollars) .................... 2,013 1,714 1,914 2,179 2,084 170 8.8
Imports from CBERA countries :
entering under—
GSP (milllondollars) ................ 313 335 31§ 233 -102 -30.4

806.30/807.00 (million dollars) -
CBERA (miliondollars) ............. -
Share from CBERA countries
(percent) ........covviiviinnennnnn 9.9
Share of imports from CBERA
countries entering under—
GSP (percent) ........cciiiiiiinnnn 16.5
806.30/807.00 (percent) ............ -
CBERA (percent) ..... e -

- ) () (") -
- 452 334 334 -

9.3 93 85 - -
175 144 111 - -

- (2 (2 - -
- 20.7 16.0 - -

' Less than $500,000.
2 Less than 0.05 percent.

Source: Compiled from official statistics of the Bureau of the Census, U.S. Department of Commerce.
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countries under special programs, (e.g., GSP,
TSUS items 806.30/807.00, and CBERA) ranged
from 12 percent in 1982 to 35 percent in 1984.
The ratio was 27 percent in 1985. In 1985,
16 percent of imports from CBERA countries en-
tered under CBERA preference compared with
21 percent in 1984. Imports entering under the
GSP from CBERA countries increased irregularly
from 16 percent in 1981 to 18 percent in 1983
and then declined steadily to 11 percent in 1985.
Imports entering the United States from CBERA
countries under TSUS items 806.30/807.00 were
zero during 1981-83 and less than 0.05 percent
in 1984 and 198S.

The Caribbean Basin beneficiary countries
have a relatively small share of the U.S. market
for animal and vegetable products. It is esti-
mated that in 1985, U.S. consumption of animal
and vegetable products totaled $334 billion and
the import to consumption ratio (for all imports)
totaled about 7 percent. During 1981-85, the
ratio of imports from CBERA countries to con-
sumption is estimated to have been less than
1 percent. Traditionally, CBERA countries are
most competitive in commodities like coffee, ba-
nanas, and sugar, for which the climate and geog-
raphy of the region are especially suited and for
which the low labor costs of the region can be
utilized to advantage.

Position of Interested Parties

The California Farm Bureau Federation be-
lieves that CBERA has had a relatively minor im-
pact on domestic producers to date. However,
they are concerned about the potential impact of
CBERA and the precedent it sets by unilaterally
reducing or eliminating tariffs with no considera-
tion of domestic industries. They feel that in-
creases in plantings and production facilities,
government directives to increase fruit and vege-
table production, and increased U.S. investment
in the CBERA region all point to considerable
competition from beneficiary nations in the near
future.

The Florida Fruit and Vegetable Assocation
believes that if the goals of the CBERA program
are met, exports from the CBERA countries will
harm the Florida fruit and vegetable industries.
They are concerned that direct and indirect aid
given to CBERA countries by the U.S. Govern-
ment is promoting economic activity far beyond
what a free market would dictate.
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The Florida Farm Bureau Federation is con-
cerned about the apparent unavailability of
CBERA country agricultural data to domestic
growers, and the improper use of the CBERA by
countries who might possible transship both proc-
essed and unprocessed products through CBERA
beneficiary countries.

Lincoln Diversified Systems, Inc., is a U.S.
importer and marketer of Haitian mangoes. It
believes that duty-free entry of Haitian mangoes
into the United States is a prime example of the
Caribbean Basin Initiative working at its best for
all parties involved. It has added a high-quality
fruit to the diet of U.S. consumers, stimulated
the market for U.S. mango producers, alleviated
some of the strain on the Haitian economy, and
strengthened the trade relationship between Haiti
and the United States.

Beef and Veal

Col. 1 rate of

TSUS duty effective—
item Brief Jan. 1, Jan. 1,
No. descriptiont 1983 1986
(pre-
CBERA)
106.10 Beef and veal, fresh, 2¢/ib. 2¢/lb.

chilled, or frozen.

! For the statutory description, see the Tariff Sched-
ules of the United States Annotated, 1986.

Description and Uses

This digest covers fresh, chilled, or frozen
beef and veal. The imports from CBERA coun-
tries consist of lean beef for manufacturing into
food products such as stews, soups, frozen din-
ners, and so forth. The imported beef is derived
from grass-fed animals and is used for the same
purposes as domestic beef derived from cull cows
and trimmings from grain fed cattle.

Profile of Domestic Producers

Cattle are raised and beef and veal are proc-
essed throughout the United States, but produc-
tion is concentrated in the Corn Belt, the
Western rangelands, and the Southeastern
United States. The number of cattle farms and
ranches in the United States declined from about
1.6 million in 1981 to 1.5 million in 1985, while
the number of Federally inspected slaughtering
plants declined from 1,555 to 1,451. During
1981-85, cattle and calf shipments (co gnercial

.

slaughter) increased from 38.2 million ahimals in

3-3



September 1986

1981 to 41.3 million in 1984 before declining to
40.0 million in 1985. Beef and veal shipments
(commercial production) increased from 22.3
billion pounds in 1981 to 24 billion pounds in
1985 (table 17). Although official data are not
available, members of the American Meat Insti-
tute (AMI) (the association representing meat
packers and processors) contend that there is
significant underutilized capacity in the beef-
packing and beef-processing sector.

U.S. investment in cattle raising and beef
and veal processing in CBERA countries appears
to be minimal. A major U.S. sugar company,
Gulf & Western, at one time was involved in cat-
tle production in the Dominican Republic as an
adjunct to its sugar operations. However, the
company sold its entire holdings in early 1985.

Profile of CBERA Producers

Among CBERA countries, the leading beef-
and veal-producing countries are Honduras,
Guatemala, Costa Rica, the Dominican Republic,
Panama, and El Salvador. The cattle inventory
as of January 1, 1986, and beef and veal produc-
tion in 1985 for these countries are shown in the
following tabulation:

Cattle Beef and veal
inventory :  production
(1,000 (million
Country head) pounds)
Honduras ........... 2,824 84
Guatemala .......... 2,587 126
CostaRica.......... 2,553 139
Dominican Republic .. 1,922 121
Panama ............ 1,423 117
El Salvador .......... 929 49

There are no known plans for major investments
or export expansion among CBERA cattle raisers
or beef and veal processors.

U.S. Imports

U.S. imports of fresh, chilled, or frozen beef
and veal increased irregularly from 1.2 billion
pounds in 1981 to 1.3 billion pounds in 198S.
Australia and New Zealand accounted for about

three-fourths of U.S. imports annually during -

1981-85, and the share supplied by Canada in-
creased from about 10 percent annually during
1981-83 to 15 percent in 1984 and 1985. The
share of imports from CBERA countries declined
irregularly from nearly i2 percent in 1981 to
9 percent in 198S5.

U.S. imports of fresh, chilled, or frozen beef
and. veal are subject to quantitative limitations

imposed under the Meat Import Act of 1979 and
to voluntary restraint agreements (VRA’s) negoti-
ated under the authority of section 204 of the
Agricultural Act of 1956. During 1981-85,
U.S. imports from CBERA countries at no time
reached a magnitude that required imposition of
quantitative limitations under the Meat Import
Act or VRA’s. Nearly one-half of beef and veal
imports from CBERA countries entered Puerto
Rico. :

U.S. imports of fresh, chilled, or frozen beef
are subject to health and sanitary regulations ad-
ministered by the U.S. Department of Agricul-
ture. Imports of meat are limited to those from
countries and plants that are found by the U.S.
Secretary of Agriculture to have standards that
are at least equal to U.S. Federal Standards.
Among CBERA countries, Belize (with one
plant), Costa Rica (with four plants), the Domini-
can Republic (with four plants), El Salvador
(with one plant), Guatemala (with four plants),
Honduras (with five plants), and Panama (with
one plant) were eligible to ship meat to the
United States as of May 1986. In mid-February
1984, the Dominican Republic, Haiti, El Salva-
dor, and Panama (as well as some non-CBERA
countries) lost eligibility to ship meat to the
United States because of changes in U.S. regula-
tions with respect to pesticide residues and spe-
cies verification. Panama was reauthorized to
ship to the United States in late March 1984, El
Salvador in late May 1984, and the Dominican
Republic in mid-April 1985; as of May 1986,
Haiti was still not authorized to ship meat to the
United States.

Fresh, chilled, or frozen beef and veal have
not been afforded duty-free treatment under the
GSP, and there were no entries under TSUS
items 806.30/807.00; however, 90 percent of im-
ports (by value) from CBERA countries in 1984
and 93 percent in 1985 entered duty free under
the CBERA program.

U.S. imports of fresh, chilled, or frozen beef
and veal from CBERA countries decreased from
141 million pounds in 1981 to 92 million pounds
in 1984 before increasing to 119 million pounds
in 1985. During 1982 and 1983, CBERA coun-
tries faced strong competition in the U.S. market
from Australia and New Zealand. During 1982
and 1983, Australia and New Zealand had large
supplies of beef that resulted from increased cat-
tle slaughter following severe drought and paoj
pasture conditions in those countries. Exports of
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beef from CBERA countries in 1984 were appar-
ently reduced by the previously discussed
changes in U.S. health and sanitary regulations.
The Dominican Republic, which, as previously
noted, was not eligible to ship meat to the United
States during most of 1984, had shipped an aver-
age of nearly 10 million pounds of beef annually
to the United States during 1981-83. However,
during 1985, exports of beef to the United States
from the Dominican Republic reached about 18
million pounds.

U.S. Market

Consumption of beef and veal in the United
States increased steadily from 24.2 billion pounds
in 1981 to 25.8 billion pounds in 1985. Some
U.S. cattlemen contend that the increase, rather
than reflecting increased demand, is the result of
cattlemen exiting from the industry and selling off
their animals for slaughter because of financial
problems. They also contend that cattlemen in
countries that export beef to the United States
benefit from government programs that encour-
age exports to the United States. During
1981-85, imports from all sources, as a share of
the quantity of U.S. consumption, fluctuated ir-
regularly from a high of 5.5 percent in 1982 to a
low of 4.5 percent in 1984. Imports from
CBERA countries equaled about 0.5 percent of
U.S. consumption annually during 1981-85.

Imports of fresh, chilled, or frozen beef and
veal from CBERA countries face strong competi-
tion from U.S. producers and from other suppli-
ers such as Australia, New Zealand, and Canada.
Meat packers and processors in CBERA coun-
tries reportedly pay lower wage rates to packin-
ghouse workers than do packers and processors
in the United States and other supplying coun-
tries. However, CBERA countries tend to have
somewhat higher unit costs because of smaller
quantities of production.

Economic Effects

The effect of CBERA duty-free treatment of
beef and veal on the U.S. industry has been neg-

ligible. Total imports of beef and veal amount to

around 3 percent of the value of U.S. consump-
tion, and CBERA imports amount to less than
10 percent of the value of total imports. The
duty of 2 cents per pound has been equivalent to
about two percent ad valorem.

It is estimated that total U.S. imports have
increased by less than one percent as a result of
the duty elimination, and that much less than one
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tenth of one percent of U.S. domestic shipments
have been displaced. Savings from the duty
elimination have been split between U.S. con-
sumers and CBERA suppliers, with suppliers per-
haps benefiting somewhat more.

Tropical Vegetables

Col. 1 rate of

TSUS duty effective—
item Brief Jan. 1, Jan. 1,
No. description? 1983 1986
(pre-
CBERA)

Vegetables, fresh,
chilled, or frozen
(but not reduced
In size nor other-
wise prepared or
preserved):
Dasheens ......... 5% 5%
Chayote .......... 12.5% 12.5%

136.00
137.75

Vegetables, fresh,
chilled, or frozen,
and cut, sliced, or
otherwise reduced
in size (but not
otherwise prepared
or preserved):

Yucca ............ 17.5%

138.35 17.5%

' For the statutory description, see the Tariff Sched-
ules of the United States Annotated, 1986.

Description and Uses

The tropical vegetables covered in this write-
up include dasheens, yucca, and chayote and are
grown in significant quantities throughout Central
and South America and to a limited extent in the
United States. Dasheens (also called malanga)
and yucca are the fleshy tubers (roots) of tropical
plants; chayote is the fruit of a tropical vine.
Dasheens somewhat resemble an Irish potato in
appearance and use; after cleaning, the peeled
tubers are usually baked or boiled and then
mashed and eaten alone or with meat. Yucca is
used in the same way as dasheens. Chayote, simi-
lar in growth and appearance to squash, is usually
prepared and eaten in the same manner as sum-
mer squash. Each of these vegetables is generally
consumed on the farm where grown, but is also |
available in certain ethnic markets.

Profile of Domestic Producers

During 1981-85, aggregate U.S. shipments
of the subject tropical vegetables fell from an esti-
mated 29.4 million pounds, valued at $15.0 mil
lion, in 1981 to about 15.5 million pounds,



valued at $7.7 million, in 1982-83 (due to severe
weather-related crop damage in 1982 and 1983)
and then rose steadily to 34.6 million pounds,
valued at $17.6 million, in 1985 (tables 18, 19,
and 20). In 1985, dasheens accounted for 89
percent’ by volume of the total, with yucca ac-
counting for nearly all of the rest.

In recent years, the subject tropical vegeta-
bles were grown in South Florida on an estimated
5,500 harvested acres by about 175 growers, with
dasheens accounting for about two-thirds of the
acreage and yucca the remainder. Chayote pro-
duction in Florida has been negligible for a num-
ber of years, primarily because of an unsuitable
growing environment. According to industry
sources, Florida probably accounts for over 90
percent of domestic production of the subject
vegetables, with limited production in Hawaii,
Puerto Rico, and California. Domestic produc-
tion in Florida has risen over the last several
years and, since 1980, has spread to other areas
of the State as growers expanded production into
areas better suited to raising these vegetables.
Most of these growers raise a number of tropical
vegetables, with some of the production shipped
to wholesale markets.

Florida growers are believed to be using
modern production technology, with per acre
yields and harvested acreage having trended up-
ward during the past S years. Hawaiian produc-
tion consists of a variety of dasheens called taro,
which is consumed primarily in Hawaii and Cali-
fornia. Production in Puerto Rico has declined
sharply in recent years, possibly because of the
loss of suitable agricultural land and rising wage
rates. During the Tokyo Round of trade agree-
ment negotiations in 1976, the Commonwealth of
Puerto Rico recommended that no concessions
be made on imports of fresh dasheens, instead
favoring a duty of 50 percent ad valorem on for-
eign-produced dasheens entering Puerto Rico.
There is no known U.S. investment in CBERA
countries producing these vegetables.

Profile of CBERA Producers

Detailed information on CBERA tropical
vegetable growers is not available. However, such
producers are not believed to be planning major
investments in production or export expansion
for these specialty tropical vegetables.

U.S. Imports

During 1981-85, aggregate U.S. imports of
dasheens, chayote, and yucca rose steadily from
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55.7 million pounds, valued at $10.2 million, in
1981 to 80.8 million pounds, valued at $13.8
million, in 1985. In 1985, dasheens accounted
for 69 percent by volume (65 percent by value)
of the total, followed by yucca and chayote with
19 and 15 percent, respectively. In 1985, U.S.
imports of dasheens amounted to 55.9 million
pounds, valued at $9.1 million, up 47 percent
(by volume) from 38.1 million pounds, valued at
$7.1 million, in 1981 (table 18). Imports of
chayote rose by 66 percent, from 6.8 million
pounds, valued at $1.2 million, in 1981 to
11.3 million pounds, valued at $2.1 million, in
1985 (table 19), and yucca was up 25 percent,
from 10.9 million pounds, valued at $1.9 million,
in 1981 to 13.6 million pounds, valued at
$2.7 million, in 1985 (table 20).

During 1981-85, the Dominican Republic
accounted for the bulk of dasheen imports, along
with a small share of imported yucca, and Costa
Rica was the principal source for yucca and
chayote. CBERA countries accounted for nearly
all imports of the subject tropical vegetables, with
the majority of such imports during 1981-83
accounted for by one source country; thus ex-
ceeded the competitive-need limit for eligibility
for duty-free treatment under the GSP. There
were no known trade barriers to imports of the
subject vegetables during 1981-85.

Imports of dasheens, chayote, and yucca are
subject to inspection by the U.S. Food and Drug
Administration and the U.S. Department of Agri-
culture. Such inspections are conducted rou-
tinely on all fresh vegetables, primarily for
possible contamination from pesticides or foreign
matter (animal or plant parts, rocks, and so
forth).

U.S. Market

During 1981-85, apparent U.S. consump-
tion of the subject tropical vegetables rose irregu-
larly from 85.2 million pounds, valued at $25.2
million, in 1981 to 115.3 million pounds, valued
at $31.4 million, in 1985; throughout the 5-year
period, imports averaged over 70 percent, by vol-
ume, of consumption annually. In 1985, 75 per-
cent by volume of consumption was accounted
for by dasheens, followed by yucca and chayote
with 15 and 10 percent, respectively. Industry
sources indicate that the drop in domestic pro-
duction during 1982-83 resulted from weather
damage during the growing season rather than
from any reduction in acreage planteé.‘7Nearly
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one-half (by value) of dasheens imported from
CBERA countries entered Puerto Rico.

In recent years, CBERA countries accounted
for the bulk of imports of each of the subject
tropical vegetables, with reported wholesale
market prices for imported products often slightly
below prices of comparable domestically pro-
duced tropical vegetables. However, industry
sources in Florida recently stated that domestic
producers there believed their products were cur-
rently competitive with the imported products
and that Florida producers were actively involved
in increasing production for the near future.

Economic Effects .

Of all the commodities considered in this
study, increased imports of the subject tropical
vegetables from CBERA countries have poten-
tially had the greatest effect on the respective do-
mestic industries. The high percentages of
domestic consumption supplied by CBERA coun-
tries and the small size of the respective domestic
industries are largely responsible for this poten-
tial. However, an expanding domestic market for
these vegetables has allowed increases in both im-
ports and domestic production to take place.

The estimates of the percentage of domestic
shipments displaced presented in table 15 are
high because they use production in 1983, when
bad weather caused production losses, as a
base. In addition, the estimate for chayote may
be misleading, since chayote has traditionally en-
tered duty free under the GSP from CBERA
countries. Therefore, the duties collected in
1983 are not representative of a longstanding
barrier to chayote imports from CBERA coun-
tries that has suddenly been removed.

The estimates of the increase in total imports

should be more accurate, since there appear to

be no aberrations in the total import base. The
CBERA duty eliminations are estimated to have
caused total imports of dasheens and chayote to
increase by about 1 to 7 percent and those of
yucca to increase by about 4 to 27 percent. Sav-
ings from the duty elimination have been split,
with consumer benefitting somewhat more.
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Fresh Pineapples

Col. 1 rate of

TSUS ) duty effective—
item  Brief Jan. 1, Jan. 1,
No. description' 1983 1986
(pre-
CBERA)
Pineapples,
fresh:
148.90 Inbuk...... 1-1/6¢ 1-1/6¢
each each.2
148.93 Incrates ... 35¢ per 35¢ per
crate of crate of
2.45 cu. ft. 2.45 cu. ft.2
148.96 In packages 27¢ per 27¢ per
other than 2.45 cu. ft. 2.45cu. ft.2
crates.

' For the statutory description, see the Tariff Sched-

ules of the United States Annotated, 1986.

2 Rate not modified in the Tokyo Round of the Multilat-
eral Trade Negotiations. )
Description and Uses

Pineapples are widely grown in tropical re-

~gions. The bulk of pineapples traded interna-

tional are in the form of fruit or juice that has
been processed near the growing areas. Fresh
fruit accounts for a small but growing portion of
world trade in pineapples.

Profile of Domestic Producers

According to the Hawaii Department of Ag-
riculture, there were 18 farms growing pineapples
on 36,000 acres in 1982, down from 43,000
acres in 1978; most of the output from these
acres was for processing. There were three firms -
in Hawaii processing pineapples in 1982.

There were also 125 farms in Puerto Rico in’
1982 growing pineapples on 3,100 acres, repre-
senting an increase from the 70 farms with 2,500
acres of pineapples in 1978. Most of the Puerto
Rican pineapples are believed to be consumed
fresh within that region, although there is one
cannery producing pineapple products.

U.S. production of fresh pineapples in-
creased from 313 million pounds in 1981 to 338
million pounds in 1982, declined to 322 million
pounds in 1983, and thereafter remained at that
level through 1985 (table 21). In 1985, domestic
production of fresh pineapples was valued at an
estimated $64 million. Although most pineap-
ples tend to be produced and consumed in the
United States in the canned form (ﬁi]t{xer as
canned pineapple slices and chunks or as pineap-

3-11



September 1986

ple juice) rather than in the fresh form, there has
been some long-term increase in the popularity of
fresh pineapples.

The three leading domestic producers of
canned pineapple products are diversified multi-
national corporations, and own and operate
processing operations (canneries), as well as ex-
port fresh pineapples from several foreign coun-
tries, including several CBERA countries. In
Honduras, the principal U.S. supplier of fresh
pineapples, two U.S. companies have been in-
volved for § years or more in the production and
marketing of fresh pineapples. In recent years,
the role of the two U.S. companies within Hon-
duras has tended to include mainly the marketing
of fresh pineapples and to exclude the direct
ownership and growing of pineapples on planta-
tions, which these companies previously did. In
the second leading supplier, Costa Rica, a U.S.
company has invested in an extensive pineapple-
growing operation over the past 7 to 8 years. The
bulk of this fresh pineapple is destined for export
to the United States.

Profile of CBERA Producers

The three principal U.S. suppliers of fresh
pineapples are Honduras, Costa Rica, and the
Dominican Republic, all of which are CBERA
countries, and together accounted for 93 percent
of U.S. imports in 1985. All three countries have
plans for expansion of pineapple growing in order
to diversify their agricultures away from the grow-
ing of sugar cane and bananas.

Costa Rice currently has the most ambitious
investment plans of the three countries. In the
large Costa Rican growing operation initiated by a
U.S. company, about 90 percent of the produc-
tion of fresh pineapples has been exported to the
United States. By 1988, Costa Rica’s rising pro-
duction is expected to increase exports to the
United States by over fivefold (which would place
imports from Costa Rica in 1988 at 146 million
pounds), according to the U.S. Department of
Agriculture. U.S. fruit companies have been in-

terested in the purchase of the expanded produc- .

tion, in part owing to the significant land costs in
Hawaii, the leading U.S. producing area.

U.S. Imports

U.S. imports of fresh pineapples increased
from about 138 million pounds in 1981 to 151
million pounds in 1983 and declined thereafter to
119 million pounds in 1985; imports were valued
at $11 million in 1985. Mexico had been the
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leading U.S. supplier of fresh pineapples before
1981, but its share of the total declined thereaf-
ter because of sharply higher demand within
Mexico and in 1984 because of pesticide residue
problems. Honduras was the leading U.S. suppli-
er during 1982-85. CBERA countries together
supplied slightly over 95 percent of U.S. imports
of fresh pineapples in 198S5.

The primary nontariff trade barrier to im-
ports of fresh pineapples relates to phytosanitary
requirements administered by the U.S. Food and
Drug Administration. As noted above, beginning
in 1984, FDA began rejecting many shipments of
Mexican fresh pineapple because of carbaryl pes-
ticide residues in the fruit, according to the U.S.
Department of Agriculture. FDA inspections
have apparently not restricted imports from most
CBERA countries as they have been able to meet
the pesticide residue requirements.

U.S. Market

During 1981-85, apparent U.S. consump-
tion of fresh pineapples showed little change,
fluctuating between 458 million and 426 million
pounds ‘annually and averaging 443 million
pounds. The share of domestic consumption
supplied by imports decreased irregularly from 32
to 28 percent during the period.

Imports from the CBERA countries are com-
petitive with U.S. pineapples. The pineapples
from the CBERA countries enjoy a transportation
advantage over those from Hawaii in the Eastern
or Southeastern United States, where they are
marketed chiefly.

Economic Effects

Imports of fresh pineapples from CBERA
countries have supplied a large share of the U.S.
market relative to the market shares of other
commodities covered in this study (tropical vege-
tables, sugar, and baseballs excepted). This rela-
tively high market share is responsible for the
relatively large effect that the CBERA duty-elimi-
nation has had on U.S. producers. In absolute
terms, the effect has been small. It is estimated
that total imports of fresh pineapples have in-
creased by 3 to 24 percent because of the duty
elimination and that perhaps as much as 4 per-
cent of U.S. domestic shipments may have been
displaced by increased CBERA imports. Savings
from the duty elimination have been split more or
less evenly between U.S. consumers and CBERA-12
suppliers.
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Sugar, Derived From Sugar Cane or Sugar Beets

TSUS
item Column 1 rate of duty effective—
No. Brief description’ Jan. 1, 1983 Jan. 1, 1986
{(pre-
CBERA)
165.2  Sugar, derived from sugar 2.9812¢ per Ib. less 0.0421875¢ 0.6625¢ per Ib. less 0.009375¢

cane or sugar beets.

per lb. for each degree
under 100 degrees (and
fractions of a degree in
proportion) but not less than
1.9265625¢ per Ib.

per |b. for each degree
under 100 degrees (and
fractions of a degree In
proportion) but not less than
0.428125¢ per Ib.

' For the statutory description, see the Tariff Schedules of the United States Annotated, 1986.

Profile of Domestic Producers

About 55 percent of the sugar consumed an-
nually in the United States comes from domestic
sources (30 percent from sugar beets and 25 per-
cent from sugar cane) and 45 percent from for-
eign sources (virtually all cane).

U.S. sugar beet growers and processors

Sugar beets are currently produced in 12
States. In crop year 1983/84, there were 9,775
farms producing sugar beets, down from 10,500
farms in crop year 1977/78. For 1985/86, esti-
mated U.S. sugar beet acreage harvested was
1,102,500 acres. In 1985, there were 36 beet
sugar factories scattered throughout the beet-
sugar-producing regions in the United States.

Sugar cane producers, millers, and refiners

Sugar cane is grown in Hawaii, Louisiana,
Florida, and Texas. In 1985 there were more
than 300 farms in Hawaii, harvesting 82,500
acres of sugar cane. Five large corporations ac-
count for more than 95 percent of the acreage
and production of Hawaiian sugar cane through
their subsidiary producing or milling companies.

More than 95 percent of the raw sugar pro-
duced in Hawaii is refined on the U.S. mainland
by the California & Hawaiian Sugar Co. (C&H),
a cooperative agricultural marketing association.
The refining company is owned by 16 Hawaiian
companies that produce or mill raw sugar, but it
also serves as the refiner and marketing agency
for independent nonmember sugar cane farmers
in Hawaii. ‘

Louisiana, Florida, and Texas are the princi-
pal mainland States producing sugar cane. The
mainland cane-milling industry takes sugar cane
from growers and processes it into raw sugar. Be-
cause it rapidly becomes more difficult to recover
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sucrose from sugar cane once it has been cut, the
cane mills are located close to the producing
areas. In 1984/85, the 29 mainland cane-milling
companies produced about 1.94 million short
tons of raw sugar and several byproducts, such as
molasses and bagasse.

In 1985, there were 14 sugar cane refineries
operating in the continental United States, lo-
cated mainly on the east and gulf coasts, and 1
refinery located in Hawaii. Sugar cane refiners
refine domestic raw sugar cane and are also the
principal users of imports of raw sugar. The 14
sugar cane refineries are operated by 8 compa-
nies and 1 cooperative. Traditionally, sugar cane
refiners have provided about 70 percent of the
sugar consumed in the mainland U.S. market.

Puerto Rico sugar cane growers and millers

In the last 5 years there was a steady de-
crease in the number of farms producing sugar
cane and in sugar cane production in Puerto
Rico. The number of farms decreased from
1,326 in 1981 to 896 in 1985. The bulk of the
sugar cane acreage and most of the sugar-cane-
processing mills are owned, leased, or contracted
for by the Sugar Corp. of Puerto Rico, a quasi-
Governmental corporation. In 1985, only five
mills processed sugar cane.

U.S. importers and sugar operators

Besides the sugar cane refiners, which con-
tract for the bulk of U.S. sugar imports, other
importers and sugar operators are involved in the
importation of raw, semirefined, or refined
sugar. They import sugar and arrange for the
sale and delivery of the commodity to buyers
(mostly sugar cane refiners). The need for the
importers’ and sugar operators’ services arises
because producers cannot always find refiners
willing to buy at the times and locations that pro-

3-14



ducers have sugar to sell and vice versa. The op-
erators also engage in significant trading in sugar
futures markets and may operate in the world
sugar trade outside the U.S. market.

Profile of CBERA Producers

Historically, the production and processing
of sugar cane were primary economic activities in
- the Caribbean. Over the years, however, many
of the smaller countries and island groupings
have ceased production. The Bahamas, British
Virgin Islands, Netherlands Antilles, Antigua and
Barbuda, Montserrat, Dominica, St. Lucia, St.
Vincent, and Grenada have produced little, if
any, sugar during the last decade. Sugar produc-
tion in the remaining CBERA countries varies
widely, with the largest producer (the Dominican
Republic) supplying over 1 million tons annu-
ally—about one-third of the region’s output.
Guatemala, the next largest producer in the re-
gion, produces about one-sixth of CBERA coun-
try output. Other significant producers include El
Salvador, Costa Rica, Honduras, and Panama.
The area produces about 3 percent of the world’s
sugar output and exports about 60 percent of the
production.

The United States has traditionally been the
largest market for sugar produced in CBERA
countries, taking over 60 percent of the region’s
sugar exports during 1975-81 (when there were
no U.S. import quotas in effect). The European
Community (EC) is the other major market for
Caribbean sugar. Five CBERA beneficiaries—
Barbados, Belize, Jamaica, St. Christopher-
Nevis-Anguilla, and Trinidad and Tobago—have
preferential arrangements with the EC. These ar-
rangements, known as the ACP (referring to the
Atlantic, Caribbean, and Pacific countries) provi-
sions of the second Lome Convention, commit
the EC for an indefinite period to purchase and
import specific quantities of sugar at guaranteed
prices.

U.S. Imports

During 1981-85, U.S. imports of sugar
dropped by over one-half, from 5.1 million short
tons (raw value) to 2.5 million tons (table 22).
Effective May 11, 1982, imports of sugar for con-
sumption in the United States were made subject
to restrictive absolute quotas to protect the do-
mestic price-support program for sugar. The
quotas are allocated country by country with the
shares based on U.S. imports during 1975-81, a
period when import quotas were not in effect.

September 1986

The quota share allocations are set forth in head-
note 3, subpart A, part 10, schedule 1, of the
TSUSA. Sugar for use in the production of
polyhydric alcohols and sugar to be reexported in
refined form or in sugar-containing products is
exempt from the quotas.

The CBERA of 1983 provides for annual ab-
solute quotas on duty-free imports of sugar into
the United States from the Dominican Republic,
Guatemala, and Panama, effective January 1,
1984, as follows:

Source Quota
(metric tons)
Dominican Republic ..... 780,000
Guatemala ............ 210,000
Panama ............... 160,000
Total .............. 1,150,000

Other CBERA countries can request duty-free
quotas. All of the CBERA countries are eligible
for duty-free treatment for sugar under either the
GSP program or the CBERA provisions. The
principal sources of U.S. sugar imports in recent
years have been the Dominican Republic, Brazil,
Philippines, Argentina, and Australia.

U.S. Market

U.S. consumption of sugar has declined sig-
nificantly in recent years from 9.8 million short
tons, raw value, in 1981 to 8.0 million short tons
in 1985. Virtually all of the decline has been ab-
sorbed by foreign producers. As a result of the
quotas, the share of consumption supplied by im-
ports declined from 52 percent in 1981 to 31
percent in 1985. The decline in the size of the
sugar market is largely the result of the displace-
ment of sugar (which is price supported) by high-
fructose corn syrup in liquid uses.

Position of Interested Parties

The California Farm Bureau Federation
stated that the U.S. price-support program for
sugar is essential and that tight import quotas are
necessary so that the program operates at no net
cost to the Government. They believe that the
quotas should not be liberalized and that those
CBERA countries with quotas benefit by receiv-
ing the U.S. price for their sugar rather than the
lower world market prices.

Economic Effects

Duty-free importation of sugar from CBERA
countries has had no economic effect on U.S.
industries or consumers because imports of sugar
have been strictly limited by quotas.3-15
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