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INTRODUCTION

The submission of this study to the Congress and the President con-
tinues a series of annual reports on the impact of the Caribbean Basin
Economic Recovery Act (CBERA) on U.S. industry and consumers by
the U.S. International Trade Commission. The reports are mandated by
section 215(a) of the act, which requires that the Commission report
annually on the operation of the program. The duty-free preferences
established under the act are scheduled to terminate on September 30,
1995.

The previous study, submitted in September 1986, fulfilled the statu-
tory requirement for the initial report, covering calendar years 1984 and
1985. The present study fulfills the requirement for calendar year 1986.
Reports for subsequent calendar years are to be submitted to Congress
and to the President by September 30 of each year.

Public comment was solicited by the publication of a Federal
Register notice (app. C). No comments were received in connection with
the present report.

The report contains three chapters and three appendixes. In chap-
ter 1, overall U.S. trade with the Caribbean Basin during 1986 is ana-
lyzed, and trade under special programs (CBERA, the Generalized Sys-
tem of Preferences (GSP), and TSUS items 806.30/807.00) is distin-
guished.

Chapter 2 addresses the actual effects of the CBERA for 1986, the
third year of the program’s operation. The general methodological ap-
proach is explained as well as the CBERA'’s effects on U.S. imports, U.S.
producers, and U.S. consumers.

Chapter 3 focuses on the probable future effects of the CBERA. An
examination of significant investment projects in the region provides an
indication of products most likely to be exported to the United States in
the future.

The report contains three appendixes: the first, statistical tables re-
lating to the trade of leading CBERA beneficiary countries; the second, a
discussion of the data problems encountered in attempting to determine
the probable future effects of the program; and the third, a copy of the
Federal Register notices by which the Commission called for public com-
ment in connection with its investigation.






EXECUTIVE SUMMARY

® The third year of the implementation of the Caribbean Basin
Economic Recovery Act, which was enacted on August 5, 1983, was
1986. The program granted duty-free treatment of imports from
designated Caribbean Basin countries.! Despite this preferential
treatment, the value of U.S. imports from CBERA beneficiaries de-
clined from $8.8 billion in 1983 to $6.1 billion in 1986, or by 31
percent.

® 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. im-
ports from CBERA beneficiaries increased by 24.4 percent during
1983-86.

* Since 1983, U.S. imports from the designated CBERA beneficaries
steadily declined, while U.S. exports to them remained largely the
same. In 1986, trade between the United States and these countries
was balanced, with $6.1 billion in merchandise being exchanged in
each direction.

®* In 1986, for the first time in recent years, crude petroleum items
were replaced by coffee as the leading import item from the CBERA
beneficiaries.

® The duty-free portion of U.S. imports from the CBERA countries
(including duty-free imports under the CBERA and GSP preference
programs and duty-free imports under nonpreferential MFN provi-
sions) increased from 35 percent in 1983 to 68 percent in 1986.

* Imports that entered duty free under CBERA provisions amounted
to $578 million in 1984, $498 million in 1985, and $690 million in
1986. Such imports accounted for 6.7 percent of total U.S. imports
from beneficiary countries in 1984, 7.4 percent in 1985, and 11.4
percent in 1986.

¢ In 1983, the share of U.S. imports from designated CBERA. coun-
tries entering under duty-free preference programs (all under GSP)
was 6.5 percent. By 1986, the combined share of imports that were
duty-free on a preferential basis (the GSP and the CBERA com-
bined) rose to 19.2 percent.

¢ In 1986, the Dominican Republic and Costa Rica were the leading
CBERA beneficiaries, accounting jointly for some 45 percent of U.S.
imports under the program. Other major beneficiaries were Haiti,
Guatemala, Honduras, and Jamaica.

® 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

' The following countries were designated beneficiary countries upon the implemen-
tation of the CBERA: Antigua and Barbuda, Barbados, Belize, Costa Rica,
Dominica, Dominican Republic, El Salvador, Grenada, Guatemala, Haiti, Hondu-
ras, Jamaica, Montserrat, Netherlands Antilles, Panama, Saint Christopher-Nevis,
Saint Lucia, Saint Vincent and the Grenadines, Trinidad and Tobago, and the
Virgin Islands (British). Presidential Proclamation No. 5133 of Nov. 30, 1983

(48 F.R. 54453). The Bahamas was added in March 1985. Upon becoming inde-
pendent of the Netherlands Antilles in April 1986, Aruba was designated as a bene-
ficiary country, effective retroactively to Jan. 1, 1986.

vii
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benefits from CBERA duty-free treatment. Total U.S. imports from
CBERA countries in recent years have been less than 0.3 percent of
the U.S. gross national product. Refined estimates show that less
than 3 percent of 1983 imports from CBERA beneficiaries received
new duty-free treatment and less than 6 percent of 1986 imports
benefited.

The impact of the CBERA on U.S. industries and consumers has
been minimal. No U.S. industries submitted comments to the Com-
mission in the course of this study alleging that they were being ad-
versely affected by imports from CBERA countries. It appears that
only a few domestic industries have experienced possible displace-
ment of output exceeding 1 percent of the shipments; these are
mostly producers of tropical agricultural products. The impact on
consumers is correspondingly small.

The impact on U.S. consumers of the one-time duty reductions un-
der the CBERA program consists of the benefits resulting from lower
prices for certain imported articles from CBERA countries. Because
of duty reductions, prices are expected to be lower than they would
have been. The benefits continue year after year as long as the
CBERA program is in effect.

Whereas the bulk of the effect of the one-time duty reductions most
likely occurred during the first 2 years of the act, future growth in
exports will most likely depend upon current export-oriented invest-
ment. To date, such investment has not been appreciable because
of regional problems—inadequate transportation and communication
facilities, lack of marketing channels, foreign-exchange restrictions,
and political instability—and problems associated with access to the
U.S. market.

Most investment projects have been undertaken in product areas
that do not benefit specifically from duty-free entry under the
CBERA, either because such products are excluded under the act or
because the products were already eligible for duty-free entry under
the GSP. These product areas include apparel assembly, fish proc-
essing and aquaculture, wood products and wood furniture, and
fresh fruits and vegetables produced for the U.S. winter market.

Product areas that benefit from the CBERA in which investment ac-
tivity has been undertaken since the act became effective include
electrical and electronic parts, cut flowers, ethanol, pineapples, and
citrus products.

Investment in electronic assembly operations, an area that appeared
promising in 1985, was actually negative in 1986. This net disinvest-
ment was the result of a severe decline in world and U.S. demand
for electrical and electronic components.

Little investment in the production of cut flowers appears to have
occurred in 1986 because of the uncertainty caused by countervail-
ing duty (CVD) and antidumping investigations recently completed
against Costa Rica. Although the CVD investigation was suspended
because the Costa Rica Government agreed to eliminate or offset any
benefits it provided to this industry, the antidumping investigation
was completed and an antidumping order covering certain cut flow-
ers from Costa Rica was issued. In addition, the U.S. industry has
filed suit in the Court of International Trade alleging that the dump-
ing margins calculated by Commerce were too low.



Investment in ethanol facilities is at a standstill because of recent
U.S. legislation requiring that feedstocks used in the production of
ethanol be purchased from within the region.

In the citrus area, only one project of significant size is known to
have been initiated in the region since the enactment of the CBERA.
This project is currently at a standstill because of problems of infra-
structure and poor soil.

Pineapple is an example of a product benefiting directly from duty-
free treatment under the CBERA. Investment projects in this area
have been undertaken in Costa Rica and the Dominican Republic.
U.S. imports of pineapples,from the region have increased substan-
tially from 1985 to 1986 and growth is expected to continué:






CHAPTER 1

U.S. TRADE WITH THE
CARIBBEAN BASIN

As in the first report on the effects of the Car-
ibbean Basin Economic Recovery Act (CBERA)
by the U.S. International Trade Commission' the
Caribbean Basin (CB) is defined as including all
27 Caribbean countries and territories specified as
potential eligible beneficiaries in section 212(b) of
the act. The discussion in this chapter focuses
either on all CB countries combined, or on groups
of CB countries.

Caribbean countries are either “designated” or
“nondesignated” categories under the CBERA.2
The designated country group (in this section also
referred to as the “CBERA group”) consists of
those 22 Caribbean nations that were designated
by the President as beneficiaries under the act be-
fore the end of 1986. The nondesignated group
contains six eligible Caribbean countries that had
not received their designations before the end of
1986, the period covered in this report. These
countries are Anguilla, Cayman Islands, Guyana,
Nicaragua, Suriname, and the Turks and Caicos
Islands.? :

This chapter updates the first CBERA report
by reporting trade developments in 1986, which is
the third year of the CBERA program. The dis-
cussion centers on U.S. imports from the 22 des-
ignated countries and the CBERA duty-free
treatment that is applicable to this trade. While

the focus is on 1986, imports from these countries

' Annual Report on the Impact of the Caribbean Basin
Economic Recovery Act on U.S. Industries and Consum-
ers, First Report, 1984-85, USITC Publication 1897,
Sept. 1986, hereinafter, First CBERA Report, p. 1-4.

2 For a list of these countries, see Executive Summary.

3 Because of data availability, in the tables to be pre-
sented in this report, Anguilla’ is shown in the group of
designated countries as part of St. Christopher and Nevis,
which it was prior to the independence of the latter. The
nondesignated group will therefore show only five coun-
tries instead of six.

are discussed in a S-year or shorter period as
needed. There discussions are in the context of
other duty provisions that affect duty-free entry
under the CBERA program.

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
Labor.

Two-Way Trade

In 1986, combined U.S. exports to all Carib-
bean countries totaled $6.3 billion, or 3.0 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. Total U.S. imports from the Caribbean
countries in 1986 amounted to $6.2 billion, or 1.7
percent of overall U.S. imports. Caribbean coun-
tries jointly constituted the twelfth largest source
of U.S. imports—a source larger than Switzerland,
but smaller than Brazil. In 1986, for the first time
in a number of years, the United States had a
small surplus with the Caribbean countries collec-
tively, making the Basin one of the few areas of
the world with which no U.S. trade deficit was re-
corded. This was the result of a significant de-
cline in U.S. imports from the Caribbean Basin,
from $9.0 billion in 1983 to $6.2 billion in 1986,
while U.S. exports to the area remained approxi-
mately the same, fluctuating around $6.0 billion.

The designated CBERA beneficiaries include
most of the Caribbean region; they accounted for
98.0 percent of combined U.S. imports from all
Caribbean Basin countries and for 96.4 percent of
U.S. exports to them in 1986. Therefore, the
data showing combined U.S. trade with the 22
CBERA countries during 1982-86 (table 2) are
almost identical to the data in table 1 for all
27 Caribbean countries. Detailed data for se-
lected CBERA-eligible countries are reported
separately in appendix A.

Table 3 shows the U.S. merchandise trade
balances during 1982-86 with those Caribbean

Table 1
U.S. trade with the Caribbean Basin countries, 1982-86
Share of U.S Share of U.S.
exports to imports from
Year U.S. exports the world U.S. imports the world U.S. trade balance
Million dollars Percent Million dollars Percent Million dollars
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)
1986 ...... 6,292.2 3.0 6,186.8 1.7 105.4
Source: Compiled from official statistics of the U.S. Department of Commerce. 1



Table 2

U.S. trade with countries designated under the CBERA,' 1982-86

Share of U.S

Share of U.S.
. exports to imports from
Year U.S. exports thg world U.S. imports the world U.S. trade balance
Million dollars Percent Million dollars Percent Million dollars
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)
1986 .,.... 6,064.6 2.9 6,064.8 1.6 (0.2)

' Beneficiary countries during 1986.

Sour,ge: Complied from official statistics of the U.S. Department of Commerce.

Table 3

u.s. trade balances with countries designated or nondesignated under the CBERA, 1982-86

(In thousands of dollars)

Country 1982 1983 1984 1985 1986
Designated:
Bahamas ............. e -460,604 -1,232,530 -607,962 142,281 307,005
Barbados .......covviiiiiiiniinnn 45,647 -9,558 -19,746 -33,216 33,841
Bellze .......ooivvvineninnnnnnnns 21,434 6,109 6,620 5,388 4,914
CostaRlca .........oovivvvnnnnnn -31,102 -7,984 -50,992 -71,916 -171,141
Dominican Republic ............... 26,676 -183,705 -363,829 -239,918 -167,381
ElSalvador .......ocovivvnenennens -45,596 -20,761 -1,060 404 54,817
Guatemala............coovvunes 55,305 -64,148 -76,472 -1,139 -222,396
Halth .....coiiiiiiiiiiiiiiinnenns -17,290 19,447 28,477 329 11,075
Honduras ............ eereesaaaas -98,067 -85,427 -89,686 -81,194 -107,903
Jamalca ....iv0ivinnn eeeiaseaees 181,926 182,187 91,513 129,054 147,728
Leeward and Windward! ........... 141,684 120,433 166,772 97,972 136,466
Netheriands Antillesz ............. , -1,458,657 -1,742,737 -1,416,553 -390,514 -85,811
Panama .......... e reeraeaees 574,386 396,087 418,755 257,478 322,172
Trinidad and Tobago .............. ~-748,317 -609,293 -772,188 -759,197 -263,576
Total . .ooviviiririninenanionnns -1,812,575 -3,231,880 -2,696,351 -944,187 -190
Nondesignated:
Caymanislands ................ . 56,805 65,766 69,189 61,906 66,008
GUYANA .. .vvvvvrnrnrnnrerncnsaes -15,327 -31,919 -25,776 -3,095 -16,312
Nicaragua ...........co0nvvnvens . 30,730 30,799 51,729 730 1,953
Suriname ........ e ereirareeaes 66,523 52,305 -6,221 24,447 44,768
Turksand Calcos ................. 4,879 7,735 11,155 6,643 9,172
Total ..... P R R R R R 143,611 114,686 100,077 90,630 105,589
Grandtotal .............c..00es -1,668,964 -3,117,194 -2,596,274 -853,557 105,399

' Includes the value of U.S. exports to and imports from Antigua, British Virgin Islands, Dominica, Grenada,
Montserrat, St. Christopher-Nevis-Angullla, St. Vincent, and the Grenadines.

2 |ncludes the value of U.S. imports from Aruba.

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

countries for which U.S. export statistics are sepa-
rately available. The countries principally respon-
sible for the improvement of the U.S. trade
balance with the region in 1986 were Trinidad
and Tobago, the Netherlands Antilles, and the
Bahamas—nations that export crude oil or refined
oil products to the U.S. market. Meanwhile, the
U.S. trade balance in 1986 improved with several
non-oil exporting countries too, such as the Do-
minican Republic, Barbados, and El Salvador. By
contrast, the United States registered some grow-
ing trade deficits in the region, mostly with Central

American countries such as Costa Rica, Guate-
mala, and Honduras.

U.S. Imports

U.S. imports for consumption from each des-
ignated and nondesignated Caribbean country are
shown in table 4. Table 5 breaks down the
CBERA group further into four categories. Three
are geographic groups, separating the Central
American, Eastern Caribbean, and Central Carib-
bean countries; the fourth includes those Carib-
bean nations that have major oil-refining facilities
and export crude or refined petroleum products 2



Table 4

U.S. imports for consumption from the Caribbean Basin, by countries, designated or nondeslgnated un-
der the CBERA, 1982-86
(Customs-value basls, In thousands of dollars)

Country 1982 1983 1984 1985 1986
Designated:
Antigua .............. e, 4,890 8,809 7,898 24,695 11,849
Arubal . ... ... e e - - - - 1,797
Bahamas ............co0venennennn 1,045,217 1,676,394 1,154,282 626,084 440,985
Barbados ......... e 106,631 202,047 . 252,598 202,194 108,991
Bellze ........cociiiiniiiininann 38,464 27,315 42,843 46,951 50,181
British Virgin Islands . ............. 892 880 1,335 11,902 5,904
CostaRica ..........convnvvuvnnnn 358,127 386,520 468,633 489,294 646,508
Dominica .......... e . 2,372 242 86 14,161 15,185
Dominican Republic ............... 622,510 806,520 994,427 965,847 1,058,927
ElSalvador .............ccivuvennn 310,022 358,898 381,391 395,658 371,761
Grenada .........cc0000000000n e 401 211 766 1,309 2,987
Guatemala ..........co0veninenens 330,142 374,692 446,267 399,617 614,708
Haiti ...... e : 309,860 337,483 377,413 386,697 368,369
Honduras ...........ccoivvnvnnenns 359,553 364,742 393,769 370,219 430,906
Jamalca .......ciiiii i 278,108 262,360 396,949 267,016 297,891
Montserrat .............co00uunun 749 924 989 3,620 3,472
Netherlands Antilles2 .............. 2,106,750 2,274,510 2,024,367 793,162 453,333
Panama .........c.coeuienenenaanes 250,764 336,086 311,627 393,605 352,206
St. Christopher-Nevis-Anguilla® .. ... 11,557 18,758 23,135 16,258 22,367
St.Lucla .....oiiiiiiiii i 4,703 4,700 7,397 13,796 12,269
St. Vincent and Grenadlnes ........ 1,394 4,276 2,958 9,643 7,836
Trinidad and Tobago .............. 1,628,392 1,317,534 1,360,106 1,255,498 786,405
Total ............. e 7,771,498 8,763,900 8,649,235 6,687,226 6,064,834
Nondesignated: '
Caymanislands .................. 14,830 8,607 6,212 10,950 14,611
GUYANA .......hirieniriei e 70,655 67,332 74,417 46,010 62,928
Nicaragua ...........coivvnvunenn 86,875 99,013 58,064 41,003 1,071
Suriname ...........coceeveeeenen 60,147 63,147 104,636 60,091 38,591
Turks and Caicos Islands .......... 3,556 3,965 3,935 4,649 4,792
Total ... vvi it ittt 236,062 242,065 247,264 162,703 121,992
Grand Total .......... e 8,007,561 9,006,965 8,896,499 6,849,928 6,186,826

' Aruba, whose designation as a CBERA beneficlary became effective on Jan. 1, 1986, is listed separately for the
first time among the other beneficlaries. For statistical purposes, Aruba had been treated as part of the Nether-
lands Antilles until, in the second half of 1986, separate data became avallable. Owing to the recent statistical sepa-
ration of Aruba and the Netheriands Antilies In this report, the tlme series shown for both countrles lack
comparability.

2 See footnote 1.

3 For statistical purposes, St. Christopher-Nevis includes Angullla, not deslgnated as a CBERA beneficilary. Separate
data were first reported for Anguilla in 1986; as this data was reported with St Chrlstopher-NevIs through 1985, it is
Included here for comparabiliity with previous periods.

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

to the United States.’ Table 6 shows the share
from each country in the combined U.S. imports
from the CBERA nations.

 Imports from nondesignated countries

Imports from the nondesignated countries
have declined in recent years and amounted to
$122 million in 1986. This decline reflects, in
part, tenuous U.S.-Nicaraguan relations (as well
as the poor state of the Nicaraguan economy),
with U.S. imports from that country dropping in
the last few years to virtually none in 1986.2

' 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.

2 In May 1985, the United States embargoed virtually all
trade with Nicaragua.

Imports from Suriname fell sharply in 1986,
whereas imports from Guyana increased 32 per-
cent, following a decline of 38 percent from 1984
to 1985 (table 4). Whereas the nondesignated
countries supplied 2.9 percent of all U.S. imports
from the Caribbean in 1982, their share dropped
to 2.0 percent by 1986.

Imports from deéignated CBERA countries

Although total U.S. imports from CBERA
beneficiaries declined 31 percent from 1983 to
1986, this is principally the result of the dramatic
decline in the value of imports from oil refining
countries. Total imports from nonoil-refining
countries increased 25.4 percent during the same
period. .



Table 5§

U.S. imports for consumption from countries designated under the CBERA, by major source

groups, 1982-86

(Customs-value basis, in thousands of dollars)

item 1982 1983 1984 1985 1986
Central America: '
Belize .......oviviiiiiiiii i 38,464 27,318 42,843 46,951 50,181
CostaRica ..........oon0vvenvnns 358,127 386,520 468,633 489,294 646,508
El Salvador ............. N 310,022 358,898 381,391 395,658 371,761
Guatemala ... .viiiieii e ieenes 330,142 374,692 446,267 399,617 614,708
Honduras .........ccivvivenvnnnes 359,553 364,742 393,769 370,219 430,906
Panama .........coiiivierncnnens : 250,764 336,086 311,627 393,605 352,206
Total ...oviiii ittt 1,647,072 1,848,252 2,044,530 2,095,344 2,466,270
Eastern Caribbean:
Antigua .........cc0iiiiiiiieeanns 4,890 8,809 7,898 24,695 11,849
Barbados ........coiiiviiiinianins 106,631 202,047 252,598 202,194 108,991
Dominica .......coiviiivnnennnnas 2,372 242 86 14,161 15,185
Grenada ........ 0000000000000 401 21 766 1,309 2,987
Montserrat ...........ooieevennas 749 924 989 3,620 3,472
St. Christopher-Nevis-Anguilla! ..... 11,557 18,758 23,135 16,258 22,367
St.Lucla .......iviiiiiiiii i 4,703 4,700 7,397 13,796 12,269
St. Vincent and Grenadines ........ 1,394 4,276 2,958 9,643 7,836
Total ....iiiiiiii it 132,697 239,966 295,826 285,676 184,956
Central Caribbean: :
British Virginislands .............. 892 880 1,336 11,902 5,904
Haltlh .....oiiiiiiiiiiinininenenns 309,860 337,483 377,413 386,697 368,369
Dominican Republic ............... 622,510 806,520 994,427 965,847 1,058,927
Jamalta ......c.iiiiiiiiiniiennes 278,108 262,360 396,949 267,016 297,891
Total . .oviiii ittt 1,211,370 1,407,244 1,770,128 1,631,463 1,731,091
Oil-refining countries:
ArubaZ ........ . i i - - - - 1,797
Bahamas ........ccovevinenvncnas 1,045,217 1,676,394 1,154,282 626,084 440,985
Netherlands Antilles2 .............. 2,106,750 2,274,510 2,024,367 793,162 453,333
Trinidad and Tobago .........c.0v0. 1,628,392 1,317,534 1,360,106 1.255,498_ 786,405
Total ...ovviiiiii it 4,780,360 5,268,438 4,538,754 2,674,744 1,682,520
Grandtotal ...........c0000unnn 7,771,498 8,763,900 8,649,235 6,687,226 6,064,837

1 U.S. Import statistics formerly treated St. Christopher-Nevis-Angullla as 1 entity through 1985. Therefore, al-
though Anguilla has not been designated as a beneficlary country, it is treated as such in this report. Separate data
were first reported for Anguilla in 1986; as this data was reported with St. Christopher and Nevis through 1985, it is

Included here for comparability with previous perlods.

2 Aruba, whose designation as a CBERA beneficiary became effective on Jan. 1, 1986, Is listed separately for the
first time among the other beneficiarles. For statistical purposes, Aruba had been treated as part of the Nether-
lands Antilles until, in the second half of 1986, separate data became available. Owing to the recent statistical sepa-
ration of data on trade as to Aruba and the Netherlands Antilles in this report, the time series shown for both

countries lack comparabillity.

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

As recently as 1983, 4 oil-refining countries
combined—Trinidad and Tobago, the Netherlands
Antilles, the Bahamas, and Aruba—were responsi-
ble for 60 percent of all U.S. imports from the 22
CBERA nations (table 6 and figure 1). Conse-
quently, a steep decline in 1984, 1985, and 1986
imports from these oil-refining beneficiaries ex-
plains the overall decline in U.S. imports from the
CBERA countries. The value of imports from the
oil countries declined by $3.6 billion between
1983 and 1986, i.e., by more than the decline in
imports from all 22 CBERA countries combined
($2.7 billion.)?

' Petroleum imports to the United States from CBERA
beneficiaries declined 57 percent by volume over the same
period.

The share of the nonoil-refining Central
American and Central Caribbean regions contin-
ued to rise in 1986, accounting for 41 percent and
29 percent, respectively, of total U.S. imports
from all CBERA beneficiaries (tables 5 and 6).
The increases in the value of imports in 1986
came from Costa Rica, Guatemala, and the
Dominican Republic.

Imports, however, from the Eastern Caribbean
region declined from 4.3 percent of the total in
1985 to 3.0 percent in 1986. The poor perform-
ance of this region was caused in large measure by
declining imports from Barbados, principally be-
cause of the shutdown of the local plant of INTEL
that produced semiconductors. Finally, whereas
U.S. imports from the small island states grew



rapidly during the first two years of the CBERA,
such growth rates were lower or negative in the
third year of the program.

Leading import products

Although many countries .in the region have
attempted to diversify their exports, the region still
depends on the export of relatively few products.
Table 7 shows U.S. imports during 1982-86 of

- 30 principal articles from the CBERA countries
that together accounted for 77 percent of the total
in 1986. Major non-oil imports from the Carib-
bean Basin included coffee, fresh bananas, shell-
fish, sugar, derived oil products, analgesics, beef
and veal, electronic and electrical articles, and a
wide range of wearing apparel.

Sharp declines from 1985 to 1986 in non-oil
imports occurred in such traditional Caribbean
items as sugar, and alumina and less traditional
goods such as monolithic integrated circuits. The
declines were partially offset by increases in the
value of other leading U.S. imports from CBERA
countries, such as coffee, analgesics, shellfish,
beef and veal, and wearing apparel during the
same period. U.S. imports of bauxite, which fell
in 1985 to one-third of the value of imports in
1984, increased slightly in 1986.1

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

Table 6
U.S. imports for consumption from countries designated under the CBERA, by major source groups,
1982-86
(Percent of customs value)
item _ 1982 1983 1984 1985 1986
Total ....ovviiiiiiiii i 100.00 100.00 100.00 100.00 100.00
Central America:
Bellze ............. N 0.49 0.31 0.50 0.70 0.83
CostaRica .......oovvvvvuvnennnn 4.61 4.41 5.42 7.32 10.66
ElSalvador .......cooevvvenvnnnns 3.99 4.10 4.41 5.92 6.13
Guatemala . .........co0evnvennans 4.25 4.28 5.16 5.98 10.14
Honduras ........ e ereieeaeeaeas 4.63 4.16 4.55 5.54 7.10
Panama .........cccvveeveeiennans 3.28 3.83 3.60 5.89 5.81
Total ......oiiiiiii it 21.19 21.09 23.64 31.33 40.67
Eastern Caribbean:
Antigua ...........ciiiiiiiiiinnn .06 10 .09 37 0.20
Barbados ..............00 et 1.37 2.31 2.92 3.02 1.80
Dominica .........covivievnnnnnns .03 ®) (2) .21 0.25
Grenada ..........cc000000000000 .01 () .01 02 0.05
Montserrat ............. e .01 .01 .01 05 0.06
St. Christopher-Nevis-Anguilia® ..... .15 21 .27 24 0.37
St.Lucla ........ciiiiiiiiii .06 05 .09 .21 0.20
St. Vincent and Grenadines ........ 02 05 .03 .14 0.13
Total .......... et 1.71 2.74 3.42 4.27 3.05
Central Caribbean:
British Virginislands .............. .01 .01 .02 .18 0.10
Halth ...t iiiiiiiiiiennnnns 3.99 3.85 4.36 5.78 6.07
Dominican Republic ............... 8.01 9.20 11.50 14.44 17.46
Jamaica ..........ciiiiiiii e 3.58 2.99 4.59 3.99 4.91
B =) < | P 15.59 16.06 20.47 24.40 28.54
Oill-refining countries:
Aruba® ......... . i i i - - - - 0.03
Bahamas ...........cciiiiuinnanan 13.45 19.13 13.35 9.36 7.27
Netherlands Antilles ............... 27.11 25.95 23.41 11.86 7.47
Trinidad and Tobago .............. 20.95 15.03 15.73 18.77 12.97
B = - | P 61.51 60.12 52.48 39.99 27.74

1 U.S. import statistics formerly treated St. Christopher-Nevis-Anguilla as 1 entity through 1985. Therefore, al-
though Anguilla has not been designated as a beneficiary country, it is treated as such in this report. Separate data
were first reported for Angullla in 1986; as this data was reported with St. Christopher and Nevis through 1985, it is

included here for comparabillity with previous periods.
2 Less than .01 percent,

3 Aruba, whose designation as a CBERA beneficiary became effective on Jan. 1, 1986, Is listed separately for the
first time among the other beneficiaries. For statistical purposes, Aruba had been treated as part of the Nether-
lands Antilles until, in the second half of 1986, separate data became avallable. Owing to the recent statistical sepa-
ration of Aruba and the Netherlands Antilles in this report, the time series shown for both countries lack

comparability.

Note.—Because of rounding, percentages may not add to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.



Figure 1

U.S. imports of non-oll and oil products from the Carlbbean Basin, 1983-86
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Source: Calculated from statistics of the U.S. Department of Commerce.

Dutiability and Special Duty-
Free Programs

Table 8 breaks down U.S. imports in 1983-86
from the 22 CBERA countries into their dutiable
portion and the portion entering U.S. customs ter-
ritory free of duty under the most-favored-nation
(MFN) (col. 1) rates of the TSUS or under spe-
cial rate provisions, including the CBERA.! The
table shows separately U.S. imports entering un-
der the CBERA and under the GSP, the other
preferential program available for CBERA coun-
tries.2 Table 8 also shows the duty-free U.S. con-
tent of imports under TSUS items 806.30 and
807.00 and duty-free imports under still other tar-
iff provisions.3

Table 8 shows that dutiable U.S. imports from
the 22 CBERA beneficiaries declined markedly in
the 3 years of CBERA’s operation in both relative

! All CBERA-designated countries are eligible for MFN
2 All designated CBERA beneﬁcmnes are also GSP bene-
ficiaries. A wide range of the CBERA exports are eligi-
ble 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 advan-
tages in avoiding certain provxslons that limit the applica-
tion of the GSP. .

3 As the CBERA became operational, certain articles,
which formerly were entered under TSUS item
806.30/807.00, were switched to duty-free treatment
under the CBERA.

and absolute terms. Dutiable imports amounted
to $5.7 billion, or 65 percent, of the total in 1983,
the year before the CBERA became operational,
declining to $1.9 billion, or 32 percent, in 1986.4
Such imports included oil and petroleum products
which have declined significantly during the
period.

In 1983, when the CBERA was not yet in ef-
fect, 6.5 percent of imports from the CBERA
countries entered the United States under prefer-
ential duty-free programs.5 In 1984, the first year
of the CBERA, the share of imports benefiting
from duty-free preference programs (the GSP or
the CBERA) increased to 13.6 percent. This
share continued to rise in 1985 to 15.4 percent
and in 1986 to 19.2 percent. In absolute terms,
duty-free imports under the two preference pro-

~ grams fluctuated around $1.1 billion dollars dur-

ing the three years that the CBERA was in effect.

Meanwhile, imports that entered uncondition-
ally free of duty under MFN rates rose both in
dollar terms and in relative terms, playing an im-
portant role in enlarging the overall duty-free part
of U.S. imports from designated countries. In
1983, $1.8 billion, or 20.5 percent, of total im-
ports from the CBERA countries entered in this

« USITC, First CBERA Report, p. 1-14.
s Ibid. 6



category; in 1986, such imports amounted to
$2.3 billion or 37.9 percent. The increase in the
MFN duty-free content of imports reflected
mostly changes in the product mix of imports to-
ward MFN duty-free products (such as coffee,
shellfish, and bananas) and away from dutiable
goods (such as petroleum products). To a lesser
extent, changes in the dutiability of certain major
articles also contributed. For example, mono-
lithic integrated circuits, which could enter the
United States free of duty in 1984 only because of
the CBERA, became unconditionally free of duty
in March 198S.

Table 9 shows that the calculated adjusted
U.S. customs revenues from the CBERA countries
amounted to $75 million in 1983, dropped to $72
million in 1984, but increased significantly in both

Table 7

1985 and 1986, amounting to $83 million and
$92 million,  respectively.1

The average rate of duty on the dutiable por-
tion of U.S. imports from the CBERA countries
increased significantly since the advent of the
CBERA, from 1.3 percent in 1983 to 4.8 percent
in 1986. The fast rise in tariff revenues from the
CBERA country imports in 1985 and 1986, de-
spite a decline in the dutiable value of imports, is
apparently due to a sharp shift in the product mix
of the dutiable imports from low-duty petroleum
products toward high-duty goods, mostly wearing
apparel. :

1 The “adjnsted" adjective refers to calculated 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.

Leading U.S. imports for consumption from countries designated under the CBERA, 1982-86
(In thousands of dollars, customs value)

TSUS
item Description (abridged) 1982 1983 1964 1985 1986
160.10 Coffee, crude, roasted or ground ..... 497,560 519,481 590,672 641,111 1,000,981
475.10 Crude petroleum, 25 degrees A.P.| ‘ ) ;

OFMOM@ ...ivviennrvnrrnennaannes 1,708,998 1,861,888 1,631,003 1,224,247 699,187
475.05 Crude petroleum, under 25 degrees

............................ 2,038,597 2,190,510 1,948,851 812,497 470,060

146.40 Bananas fresh ................. ... 340,043 361,749 368,033 423,483 398,819
114.45  Shelifish other than clams, crabs ...... 172,305 170,496 196,997 206,799 251,683
165.20 Sugars, syrups, and molasses ........ 248,185 400,490 426,763 262,994 205,591
475.25 Motorfuel ...............c.00civvnns 476,234 400,749 320,194 215,494 185,607
412.22 Analgesics, antipyretics .............. 34,814 51,036 54,837 78,105 138,069
106.10 Beef and veal, fresh, chilled .......... 117,801 106,770 90,053 105,926 128,488
605.20 Gold or siiver bullion/ore ............. §9,717 118,982 182,931 128,752 116,193
800.00 U.S.goodsreturned ................ 138,506 183,053 114,816 106,330 95,864
381.62 Men's cotton sults and slacks ........ (") M) Y) 18,946 87,623
601.06 Bauxite .............c.ivvvnnvenrens 199,708 97,413 149,864 51,176 77,900
376.24 Lace or net body-supportlng

garmemts ..........ccoeenevenienns 56,344 68,377 66,259 82,305 69,073
6865.90 Electrical switches .................. 39,738 79,318 94,026 66,194 67,676
166,10 Cocoabeans ............cvvvvvnenen 56,617 54,822 80,569 65,239 65,858
381.95 Men’'s manmade-fiber disposable

apparel ..........0iiiiiieiieninns (") ! (") 16,670 64,774
687.74 Monolithic integrated circuits ......... 98,960 169,100 217,819 170,202 64,694
384.91 Women's other, not knit, apparel ..... (") () (") 16,412 58,285
384.46 Women’'s cotton, not knit, blouses .... (1) (1) () 10,064 47,459
740.70 Chains of precious metals ............ 3,543 5,443 13,996 31,081 45,435
381.56 Men’s other cotton shirts ............ " M M 10,687 39,511
480.65 Nitrogenous fertilizers ..............: 43,739 66,571 126,661 71,448 38,746
734.56 Baseball equipment and parts ......... 41,858 39,034 38,649 38,322 37,709
384.47 Women's cotton not knit shirts ....... () () (") 5,299 37,261
791.27 Leather, other than patent leather .... 12,975 27,433 41,332 39,771 35,098
170.70 Cligars each valued 23 cents or

TNOM® & itvtnnint i insscnnsnnennss 29,316 34,142 36,459 33,564 32,440
376.28 Body-supporting garments ........... 33,051 31,671 29,052 37,716 31,735
110.10  Sea herring, smelts, and tuna fish..... 28,064 14,663 14,602 23,079 30,572
427.88 Ethyl alcohol for nonbeverage use ..... 1 11 0 19,510 27,669

Total ...t e 6,476,685 7,042,203 6,833,439 5,013,424 4,650,029

Total, all items imported from
CBERAcountries ................. 7,771,498 8,763,900 8,649,235 6,687,226 6,064,837

' The TSUS numbers for apparel were revised in September 1985. Comparable data for the entire 1982-86 period
are not available.

Source: Compiled from officlal statistics of the U.S. Department of Commerce. 7



Table 8

U.S. imports for consumption from the CBERA countries, by reported duty treatment, 1983-86
(In thousands of dollars, customs value)

Absolute

Percentage :

change, change,
. 1986 1986
Item 1983 1984 1985 1986 over 1983 - over 1983
Total imports ................ ... 8,763,900 8,649,235 6,687,226 6,064,834 -2,699,066 -30.80
Dutiable value' ................... 5,673,886 4,565,475 2,961,610 1,911,643 -3,762,244 -66.31 _
Duty free under— ‘
T 1,746,962 2,009,448 2,033,327 2,298,274 551,312 © 31.56
TSUS items 806.30/807.00 ....... 519,007 687,560 547,368 612,361 93,353 17.99 -
GSP ...ttt 567,138 693,949 533,507 476,151 -90,987 - -16.04
CBERA ........iiiviiiennnnnnns - §77,704 ‘497,645 689,776 3112,073 *19.40
GSP/CBERA combined .......... 567,138 1,171,652 1,031,152 1,165,928 698,790 105.58
Other special rate provisions ..... 256,906 315,100 113,768 76,629 ~180,277 -70.17

_ Percent of total

Totalimports .................... 100.00 100.00 100.00

Dutiable value' ................... 64.74 52.78 44.29

Duty free under—
MFEN2 | ittt 19.93 23.23 30.41
TSUS items 806.30/807.00 ....... 5.92 6.79 8.19
GSP . ..iiiiiiiiii ittt 6.47 6.87 7.98
CBERA ... ....iiviiiiiinnnnnnas - 6.68 - 7.44
GSP/CBERA combined .......... 6.47 13.55 16.42
Other special rate provisions ..... 2.93 3.64 1.70

100.00
31.62

37.90
10.10
7.85
11.37
19.22
1.26

| I T PO I O |

' Reported dutiable value has been reduced by the U.S. content of articles imported under TSUS items 806. 30 and

807.00, which enter free of duty.
2 1986 over 1984.

3 The definition of this element has been altered from that contalned in the first CBERA report.
Source: Calculated from official statistics of the U.S.Department of Commerce.

Table 9

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

CBERA programs, 1983-1986

Item 1983 1984 1985 1986
Adjusted calculated duties (1,000 dollars)! ............... - 75,293 72,152 .83,056 92,245
Average duty (percent2 . ...........cccivnenninininnaan 1 33 1.58 2.80 . 4,83
Eligible duty-free goods under GSP (1,000 dollars)® ....... 1,006,909 1,172,811 1,078,926 1,124,560
Reported entering under GSP (1,000 dollars) ............. 567,138 593,949 533,507 ‘476,151
GSP utilization ratio (percent)4 .............cccienvnnnn 56.32 50.64 49 .45 42.34
Eligible duty-free goods under CBERA (1,000 dollars)® ..... 1,397,064 1,634,756 1,560,309 1,637,859
Reported entering under the CBERA (1,000 dollars) ...... - §77,704 497,645 689,776
CBERA utilization ratio (percent)® ................... vees - 35.34 31.89 42.11

' Calculated dutles have been adjusted to account for the value of U.S. content of articles imported under TSUS

items 806.30 and 807.00.

2 Average duty = (calculated duty/dutiable value)'100
3 Based on 1985 product eligibllity.

4 (Actual entries/eligible entries under GSP)*100.

5 |ncludes all TSUS items that have not been excluded under the CBERA or are not already duty-free under MFN.

¢ (Actual entries/eligible entries under the CBERA)*100.

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



Imports entering under the CBERA

U.S. imports entering duty-free under the
CBERA amounted to $578 million in 1984, de-
clined to $498 million in 1985, and surged to
$690 million in 1986 (table 8). In relative terms,
imports under the CBERA inc¢reased steadily dur-
ing the first 3 years of the program; they were re-
sponsible for 6.7 percent of the overall U.S.
~ imports from the 22 designated countries in 1984,
7.4 percent of the total in 1985, and 11.4 percent
in 1986. In comparison, imports entering the
United States under GSP accounted for 7 percent
of the total in 1984 and 8 percent each in 1985
and 1986. The U.S. content of imports entering
duty free under TSUS items 806.30 and 807.00
amounted to 6.8 percent in 1984, rising to 10 per-
cent of the total in 1986.

Table 10 shows the leading products entering
free of duty under the CBERA in the first three
years of the program and the principal CBERA
source of these products. In 1986, sugar was the
first article on the list, followed by beef and veal,
analgesics, electrical switches, nonbeverage ethyl
alcohol (ethanol), and cigars. Many of the lead-
ing duty-free goods shown in table 10 entered the
United States in part under duty-free provisions
other than the CBERA. Those products which
entered almost exclusively under the CBERA were
beef and veal, ethanol, deformed concrete rein-
forcing bars, and rum. A discussion of the effects
of duty reduction resulting from the CBERA alone
is contained in chapter 2.

Product eligibility under the CBERA

Table 11 shows imports to the United States of
certain broad product categories that are not eligi-
ble for duty-free treatment under the CBERA.!
Owing to the decline in petroleum, overall imports
of these goods decreased 58 percent from 1983 to
1986. Increases occurred in the categories of ap-
parel and textiles, with apparel increasing 107
percent and textiles increasing 81 percent.2

Petroleum products still constituted the largest
group in 1986 in trade-weighted terms among
those tariff items that are excluded by statute from
CBERA eligibility.® As pointed out in the previ-
ous report, petroleum products are subject to

' Tuna and watch parts are not included in table 11.

2 It should be noted, however, that many of the products
which are not eligible for duty-free treatment under the
CBERA are, in fact, duty-free under other programs.
DOC statistics indicate that in 1986, products entering
the United States duty-free under CBERA, GSP, TSUS
807.00, and column 1 duty-free, together accounted for
over two-thirds of the dollar value of all imports entering
the United States from CBERA countries during that
year. (See table 8 above.)

3 Sec. 213(b) of the CBERA lists the articles specifically
exempted from duty-free treatment under the act. See
also First CBERA Report, p. 1-1.

relatively low duties. Therefore the absence of
duty-free privileges for them has not severely re-
stricted the benefits conferred by the CBERA.

More limiting was the exclusion of wearing ap-
parel items, carrying high duties, for which duty-
free treatment could have boosted shipments to
the United States. However, for items made of
fabric produced and cut in the United States,
beneficiaries were able to make use of TSUS item
807.00, which exempts exporters from paying du-
ties on the U.S. content. Moreover, on February
20, 1986, the President announced a “special ac-
cess program” to liberalize quotas for CBERA
countries for imports of apparel and made-up tex-
tiles such as bed linens. CBERA countries have
been invited to enter bilateral agreements with the
United States under which guaranteed access will
be permitted for their exports of apparel and tex-
tile products that qualify. These guaranteed ac-
cess levels are applicable only to those products
that were assembled solely from U.S.-made and
U.S.-cut fabric. To date, the CBERA countries
that have entered into a bilateral textile agreement
under the program are the Dominican Republic,
Haiti, Jamaica, and Trinidad and Tobago.4

Although certain excluded categories—espe-
cially petroleum and apparel—weigh heavily in the
commodity composition of U.S. imports from the
Caribbean Basin, the trade-weighted product cov-
erage of CBERA eligibility remains extensive.
The imports of goods that were not excluded from
CBERA benefits by statute (and that were uncon-
ditionally CBERA-eligible or subject to certain re-
straints) amounted to $3.9 billion in 1986, or 65
percent of all U.S. imports from designated coun-
tries. However, as pointed out in the first CBERA
report, the broad CBERA product coverage is
somewhat deceptive if viewed as an indication of
new preferential access to the U.S. market. In
1986, imports of $2.3 billion dollars’ worth or
37.9 percent of overall imports were already fre<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>