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INTRODUCTION

On August 16, 1989, in accordance with sections 503(a) and 131(a)
of the Trade Act of 1974 and section 332 of the Tariff Act of 1930, and
pursuant to the authority of the President delegated to the United
States Trade Representative (USTR) by Executive Order 11846, as amended
by Executive Order 11947, the USTR requested advice! related to the U.S.
Generalized System of Preferences (GSP) as follows:

(1) pursuant to sections 503(a) and 131(a) of the Trade Act,
and the authority of the President delegated to the U.S.
Trade Representative by sections 4(c) and 8(c) and
(d) of Executive Order 11846, as amended, to advise the
President, with respect to each article listed in Part A
of the Annex to the USTR request, as to the probable
economic effect on U.S. industries producing like or
directly competitive articles and on consumers of the
elimination of U.S. import duties under the U.S.
Generalized System of Preferences (GSP). 1In providing
its advice, the USTR requested the Commission to assume
that benefits of the GSP would not apply to imports that
would be excluded from receiving such benefits by virtue
of the "competitive need" limits specified in section
504(c) (1) of the 1974 Act.

(2) Under authority delegated by the President, pursuant to
section 332(g) of the Tariff Act, to advise the
President—-

(A) with respect to each article listed in Part B of the
Annex to the USTR request, as to the probable
economic effect on U.S. industries producing like or
directly competitive articles and on consumers of
the removal of the articles in Part B from
eligibility for duty-free treatment under the GSP;

(B) with respect to the article listed in Part C of the
Annex to the USTR request, as to the probable
economic effect on U.S. industries producing like or
directly competitive articles and on consumers of
the removal of Brazil from eligibility for duty-free
treatment under the GSP;

! A copy of the request from USTR is contained in app. A.



(C) in accordance with section 504(c) (3) (A) (i) of the
Trade Act, as to the probable economic effect on
domestic industries producing like or directly
competitive articles and on consumers of waiving the
competitive need limits for countries specified with
respect to the articles listed in Part D of the
Annex to the USTR request and for Malaysia with
respect to the articles provided for in HTS
8541.40.,9060;

(D) as to the probable economic effect on domestic
industries producing like or directly competitive
articles and on consumers of restoring the
competitive need limits specified in section
504(c) (1) of the 1974 Act for Mexico with respect to
the articles listed in paragraph (d) of the USTR
request, all of the foregoing articles for which
Mexico currently is subject to the reduced
competitive need limits specified in section
504(c) (2) (B) of the 1974 Act;

(E) in accordance with section 504(d) of the 1974 Act,
which exempts from one of the competitive need
limits in section 504(c) of the 1974 Act articles
for which no like or directly competitive article
was being produced in the United States on
January 3, 1985, as to whether products like or
directly competitive with the articles in Part A or
Part E of the Annex of the USTR request, and for HTS
headings 2001.90.40(pt) and 2005.90.90(pt), were
being produced in the United States on January 3,
1985,

In response to the USTR request, the Commission on August 29,
1989, instituted investigations Nos. TA-503(a)-18 and 332-279 for the
purpose of obtaining, to the extent practicable, information for use in
connection with the preparation of advice requested by the USTR.



The Commission notice of investigation and hearing is contained in
Appendix B.? A public hearing in connection with the investigation was
held in the Commission hearing room, 500 E Street SW., Washington, DC
20436, on October 3-4, 1989. All interested parties were afforded an
opportunity to appear by counsel or in person, to present information,
and to be heard.?

2 The following Federal Register notices were issued by the Commission
and the USTR related to investigations Nos. TA-503(a)-18 and 332-279:

Date Notice Subject

Aug. 10, 1989 54 F.R. 32891 USTR notice of annual
GSP review
Sept. 7, 1989 54 F.R. 37161 Notice of ITC
investigation and
hearing
3 A list of witnesses who appeared at the Commission hearing is
contained in app. C.






PRESENTATION OF PROBABLE EFFECT ADVICE

In response to the USTR request for probable effect advice, the
Commission determined that an appropriate format for such an analysis
would be commodity digests, each digest dealing with the effect of
tariff modifications on a specific HTS item. In a limited number of
cases, several closely related HTS items were grouped together in a
single digest to facilitate preparation of meaningful digest advice.

To provide a factual basis for the Commission's advice, each digest
contains the following sections:

I. Introduction
II. U.S. market profile
ITI. GSP import situation, 1988
IV, Competitiveness profiles, GSP suppliers
V. Position of interested parties
VI. Summary of probable economic effects
U.S. import/export tables

I, Introduction.--This section provides basic information on the
item including description and uses, rate of duty, type of GSP
modification proposed, competitive-need country exclusions,
competitive-need limit waivers, and an indication of whether there was
U.S. production of the item on January 3, 1985.

II. U.S. market profile.—-This section provides information on U.S.
producers, employment, shipments, exports, imports, consumption, import
market share, and capacity utilization. Where exact information is not
obtainable, the best available estimates are provided.

ITI. GSP import situation, 1988.--This section provides 1988 U.S.
import data, including the world total and certain GSP country-specific
data. Individual GSP country data is provided for the top four GSP
suppliers in 1988 as well as for any additional GSP countries proposed
for "graduation" or "waiver." However, Hong Kong, Korea, Taiwan, and
Singapore are not classified as GSP countries in this report. Although
these countries were eligible for GSP treatment during 1984-88, they
were "graduated" and are no longer eligible for GSP benefits.

IV. Competitiveness profiles, GSP suppliers.--This section provides
background information on GSP supplier countries which are (1) the most
significant sources, (2) likely to emerge as significant suppliers as a
result of the GSP modification, and (3) affected by changes in
eligibility as a result of the modification. Information is provided on
the level and significance of the country as a supplier, the




elasticities of supply and demand for imports from the country,* and the
price and quality of imports compared with U.S. and other foreign
products.

V. Position of interested parties.—--This section provides brief
summaries of written submissions and testimony from interested parties.

VI. Summary of probable economic effects.--This sec¢tion provides

advice on the short-to-near-term (1-5 years, 1990-94) impact of the
proposed GSP-eligibility modifications in three areas: (1) U.S.
imports, (2) U.S. industry, and (3) U.S. consumers.®> The probable
effect advice, to a degree, integrates and summarizes the data provided
in sections I-V of the digests with particular emphasis on the price
sensitivity of import supply and demand. Thus, for example, if the
price elasticity of demand in the United States and the price elasticity
of supply in the exporting beneficiary country are both relatively high,
elimination of even a moderate-level tariff suggests the possibility of
large import increases from the beneficiary country. It should be noted
that the probable effect advice with respect to changes in import levels
are presented in terms of the degree to which GSP modification will
affect U.S. trade levels with the world. Consequently, whereas U.S.
imports of a particular product from GSP beneficiaries may change
significantly, if GSP beneficiaries supply a very small share of total
U.S. imports of that product or if imports from beneficiaries readily
substitute with imports from developed countries, the overall effect on
U.S. imports could be minimal.

In considering the different types of GSP-eligibility changes that
have occurred and the likely impact, removal of GSP status for an item
or graduation of a country for a specific item were considered duty

“ Price elasticity is a measure of the changes in quantity that are
brought about as a result of changes in price. The guidelines used for
both supply and demand are as follows: The elasticity is low when the
percentage change in quantity is less than the percentage change in
price; moderate when it is between 1 and 2 times the percentage change
in price; and, high when it is greater than 2 times the percentage
change in price. It should be noted that the elasticity levels ("low,
medium, and high") are only estimates, and are not based on empirical
research on the various products under consideration.

> App. D provides a brief textual and graphic presentation of the types
of trade shifts that can result from modification of GSP eligibility for
the case where the domestic product and imports from all countries are
perfect substitutes. For the products in this report it is not possible
to measure such trade shifts precisely.



increases, and GSP item additions and competitive-need limit waivers
were considered as duty decreases. The digests contain a coded summary
of the probable economic effect advice. The coding scheme is shown

below:

FOR "ADDITION'" AND "WAIVER" DIGESTS:

Level of total U.S. imports:

Code A:

Little or no increase (0 to 5 percent).

Code B: Modest increase (6 to 15 percent).

Code C:

Significant increase (over 15 percent).

U.S. industry and employment:

Code A:
Code B:

Code C:

Code N:

U.S. consumer

Code A:

Code B:

Code C:

Code N:

Little or negligible adverse impact.

Significant adverse impact (significant proportion
of workers unemployed; declines in output; declines
in profit levels; firms depart, but adverse impact
not industrywide).

Substantial adverse impact (substantial
unemployment; widespread idling of productive
facilities; substantial declines in profit levels;
adverse impact on the industry as a whole).

None

6.

The bulk of the duty savings (greater than

75 percent) is expected to be absorbed by the
foreign suppliers. The price U.S. consumers pay is
not expected to fall significantly (by less than
25 percent of the duty reduction).

Duty savings are expected to benefit both the
foreign suppliers and the domestic consumer
(neither receiving more than 75 percent of the
savings).

The bulk of duty savings (greater than 75 percent)
is expected to benefit the U.S. consumer.

None

® The "U.S. consumer" may be a firm/person receiving an intermediate
good for further processing or the end user in the case of a final good.



FOR "REMOVAL" AND "GRADUATION" DIGESTS:

Level of total U.S. imports:
Code X: Little or no decrease (0 to 5 percent).
Code Y: Modest decrease (6 to 15 percent).
Code Z: Significant decrease (over 15 percent).

U.S. industry and employment:

Code X: Little or negligible beneficial impact.

Code Y: Significant beneficial impact (significant number
of additional workers employed; increases in
output; increases in profit levels; new firms; but
beneficial impact not industrywide).

Code Z: Substantial beneficial impact (substantial increase
in employment; widespread increased production;
substantial increases in profit levels; beneficial
impact on the industry as a whole).

Code N: None

U.S. consumer:

Code X: The bulk of the duty increase (greater than
75 percent) is expected to be absorbed by the
foreign suppliers.

Code Y: The duty increase is expected to increase costs to
both the foreign suppliers and the domestic
consumer (neither absorbing more than 75 percent of
the cost).

Code Z: The bulk of the duty increase (greater than
75 percent) is expected to be passed on to the U.S.
consumer,

Code N: None

In using the probable effect advice, several important factors
should be taken into consideration. The HTS trade data used in the
investigation were developed by the Commission by converting official
TSUSA import statistics and Schedule B export statistics to the HTS
format using Commission-developed concordances between the
TSUSA/Schedule B systems and the HTS. As a general observation, data
that are developed under one system and subsequently translated and
presented in another, should be viewed with some caution. Such caution
is recommended in this investigation due to fundamental differences in
structure and classification concepts between the HTS and the
TSUSA/Schedule B. Although it is believed that the Commission has
solved the great majority of the technical problems in converting trade
data from one format to another, basic differences between the two
systems make precise conversion of data impossible in many instances.



Further, confidence in available data and data estimates often
varies by product and by type of information. To give the report user
some indication of the level of confidence in data provided in the
Digests, the Commission uses the following coding system.

No code = Response based on complete or almost complete
information/data adequate for a high degree of
confidence.

* = Based on partial information/data adequate for
estimation with a moderately high degree of confidence
(e.g., *5, *X).
*% = Based on limited information/data adequate for
estimation with a moderate degree of confidence (e.g.,
*%5) .
(}) = Not available.

It should also be emphasized that the probable effects estimates
are not forecasts of what will actually happen to U.S. imports in the
future. Instead, they are estimates of how a change in GSP eligibility
* will affect these imports. For example, a digest might estimate that
GSP eligibility will cause U.S. imports to increase modestly by
6 percent to 15 percent, whereas it might be reasonable to suppose that
the recent decline in the dollar on exchange markets will cause actual
imports in the digest to decline. This does not mean the estimate in
the digest is inaccurate. Even if actual imports decline dramatically,
they should still be at a somewhat higher level with GSP eligibility
than without. It is this latter difference only that the digests are
concerned with. Although a number of factors such as exchange rate
changes, relative inflation rates, and relative rates of economic growth
could have much greater effects on imports than changes in GSP
eligibility, these other factors are beyond the scope of the USTR
request.
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Probable Effect Digest Locator and Overview

Note.--Digests are listed in the order that they appear in this report.
If more than one HTS item is combined into a single digest, the order is
based on the first HTS number. This listing provides information on HTS
items covered by digests, including a brief description, the type of
proposed GSP-eligibility change, probable effect codes, existence of
U.S. production on January 3, 1985, and the assigned Commission trade
analyst.

11
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DIGEST NO. 0710.22.30(pt)

FROZEN GREEN BEANS



HTS item No.
0710.22.30(pt)

Frozen Green Beans
I. Introduction

Col. 1 rate of duty: 7.7 cents/kilogram (1988 AVE 4.5%)
Type of action proposed (check one):

Addition of GSP: X

Removal from GSP:

Country graduation: __

Competitive-need-Limit waiver:

Non-eligible GSP countries: None

Current competitive-need-limit waivers: None

Current "sufficiently competitive" designation: None
U.S. production on Jan. 3, 19857 Yes __X No

Description and uses: This digest covers not-reduced-in size frozen beans (other than lima
beans entered from November 1 in any year to the following May 31, inclusive, and other than cowpeas
(excluding black-eye peas)), uncooked or cooked by steaming or boiling in water. High in protein
and low in calories, such beans are generally used as a cooked vegetable, served whole or sliced as
a side dish, or chopped in a relish.

II. U.S. market profile

Profile of U.S. industry and market, 1984-88

Percentage
change

) over
Item 1984 1985 1986 1987 1988 period !
Producers (number) 2.............uun... **50 **48 **bh *%43 **40 *x_f
Employment (thousand employees)........ **10 **10 **9 **9 **8 *x—ty
Shipments (thousands of dollars)....... **20,275 **19,576 **22,130 **26,426 **22,102 **2
Exports (thousands of dollars)......... 2,418 2,274 2,804 2,939 4,422 13
Imports (thousands of dollars)......... 9,544 7,631 16,519 7,694 8,845 -
Consumption (thousands of dollars)..... **27,401 **24,933 **35 845 **31, 181 **26,525 **(7)
Import to consumption ratio (percent).. **35 **31 **46 **25 **33 *kq
Capacity utilization (percent)......... **80 *%*80 **81 *%83 *%8(0 **()

1 This figure represents the average annual compound rate of change during 1984-88.
Data represent the estimated number of firms processing frozen green beans. In recent years,

green beans for fresh-market and processing were grown on an estimated 15,000 farms.

3 Less than 0.5 percent.

Comment: The U.S. vegetable freezing industry consists of many small regional producers
competing with several large national and multi-national processors. The larger firms process
principally under their own private labels for distribution nationwide; in addition, they compete
directly with regional firms for regional brand products. Although quality, service, brand
loyalty/preference, and non-price purchasing incentives are important to most processors, price is
often the most important issue for intermediate and end-use consumers in determining where or from
whom they purchase their product.

In the vegetable freezing industry, access to a steady and abundant supply of raw vegetables is
a major cost advantage for any country, along with a favorable climate for raw-vegetable production.
Both Mexico and Canada, the major foreign sources for U.S. imports of frozen green beans, possess
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such advantages, in addition to comparable processing technology, available transportation, and
export-marketing expertise. Mexico, in particular, has the added advantage of low-cost labor. Peru
(the petitioner) shares in many of the same advantages as Mexico, although currently on a much
smaller scale.

II1. GSP_import situation, 1988
U.S. imports and share of U.S. consumption, 1988

Percent Percent Percent
of total of GSP of U.S.
Item Imports imports imports consumption
1,000
dollars
Total..ovvvnnnnn eererenas 8,845 100 - **33
Imports from GSP countries:

Total........... 7,591 86 100 *%29
MeXICO. . vvvvrennsnsronnaanas 6,999 79 92 **26
Yugoslavia....ooeevrenennnes 176 2 2 *%q
Guatemala......... Cerereiene 134 2 2 ool |
EL Salvador..........eevvnn. 7 1 1 *x (1)

liess than 0.5 percent.

Comment: Frozen green bean imports averaged around $8.4 million annually during 1984-88
(excluding 1986); in 1986, imports were nearly double the normal annual average, because of a
weather-damaged crop in the United States and over production in Mexico. Mexico is believed to have
the capacity to increase production 500 percent in the short run and, with the addition of GSP
treatment for this item, is expected to do so. Imports from Peru (the petitioner) have been
insignificant in recent years and would probably still account for a small share of total imports if
granted duty-free treatment.

IV. Competitiveness profiles, GSP suppliers
Competitiveness indicators for Mexico for all digest products

Ranking as a U.S. import supplier, 1988.......ciiiiiiiiiiiiiiriernnnnnenns 1
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?................ Yes X No _
What is the price elasticity of U.S. demand?.............cccvvvvnnntn High _X Moderate __ Low ___
Can production in the country be easily expanded or contracted in
LT 4o ot R =Y o 12 Yes X No _
Does the country have significant export markets besides the
United States?..vueuireiiieeeiisierenseanstossonseeassnessassseosnesnsenneannenas Yes _X_No ___
Could exports from the country be readily redistributed among
its foreign export MarketS?. ... tereiieeereneereronesseroneeeeonceasannaannnns Yes _X_ No
What is the price elasticity of import supply?..............counen. High _X_Moderate ___ Low ___
Price level compared with:
U.S. productS.....oceeiiinnerennnnnnes Ceeeeiteeeetieeaeas .... Above __ Equivalent _X Below _ _
Other foreign products........ Cereresteieitetteraaaaas Ceeeeaeas Above ____ Equivalent _X Below ____
Quality compared with:
U S, ProduUCES. . uuteeiieereennnoneroanosssesonsoeeeanessonnnnnnn Above ___ Equivalent _X Below ___
Other foreign products.........ccoviiiiiiiiiiiiiininnnnnnnnnn. Above ___ Equivalent _X Below ___
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IV. Competitiveness profiles, GSP suppliers—Continued
Competitiveness indicators for Yugoslavia for all digest products
Ranking as a U.S. import supplier, 1988.....ccviieiieierieeennnnneanennnns S5
Price elasticity: .
Can the U.S. purchaser easily shift among this and other suppliers?......... ereaes Yes _X_ No
What is the price elasticity of U.S. demand?........ccevvviiieennnns High _X_ Moderate ___ lLow ___
Can production in the country be easily expanded or contracted in
the short term?. . ...viiiiieenieernncasiossossasnconssnannss Cerererieeaes veeseeess Yes X No __
Does the country have signif 1cant export markets besides the
United States?......covvivivnnnnnnaes ettt ieete e et eeese i Yes _X_ No __
Could exports from the country be readily redistributed among
its foreign export markets?............. eeseeiereaeieeeees Ceeerieeiieereeeanes Yes _X_No ___
what is the price elasticity of import supply?.......... Cereaeeaeae High _X Moderate ___ Llow ___
Price level compared with:
U.S. products.....oovevennnns e riesriereereinaeaes Cereeeieaees Above ___ Equivalent _X_ Below ___
Other foreign products.............. Ceeseseeieeriattieeeaanns Above ___ Equivalent _X_ Below ___
Quality compared with:
U.S. products....... Cieees Ceesteretesatecnasenasaanssaeasssa.. AbOve ___ Equivalent _X_Below ___
Other foreign products........cevevunvennns eeeraeane eeseenes Above ___ Equivalent _X_ Below ___
Competitiveness indicators for Guatemala for all digest products
Ranking as a U.S. import supplier, 1988....... e eeseceastiietreaanannn [
Price elasticity:
Can the U.S. purchaser easily shift among this and other suppliers?............... Yes X_No ___
What is the price elasticity of U.S. demand?..........cevvivniennns High _X Moderate Low ___
Can production in the country be easily expanded or contracted in
the Short LermM2. .. ittt iiiiiiiieriennnnesosronnsessosannonssssosnnsassnenns Yes X No ___
Does the country have significant export markets besides the
United States?.........coiviivennnnininnnennnns Ceereetcrettertieeaeaas vessiseses Yes X No
Could exports from the country be readi ly redistributed among
its foreign export MArKetS?. . u.uuiiiriieesneerosstonesonsssnsesnnesonseansosnnana Yes _X_No
What is the price elasticity of import supply?.......ccevviviininns High _X_ Moderate ___ Low _ _
Price level compared with: )
U.S. PrOAUCES . c it iiie it eineeenertoeesonensnneenncenneennns Above ___ Equivalent _X _Below ___
Other foreign products........eevevanevenns Cereraeseriesraas Above ___ Equivalent _X Below ___
Quality compared with:
U.S. products.....covvvunns Cereseeteessecsiansecansaanesesea.. Above __ Equivalent _X Below ___
Other foreign products........ i eerereneeeaanas Creeeeieieeeaas Above ___ Equivalent _X Below ___

Comment: The petitioner (Peru) would gain in competitiveness as a result of duty-free
treatment, <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>