IMPACT OF THE
CARIBBEAN BASIN
ECONOMIC RECOVERY ACT ON
U.S. INDUSTRIES AND CONSUMERS

Report to Congress and the
President on Investigation
No. 332-227 Under Section
332(b) of the Tariff
Actof 1930

Eighth Report 1992

USITC PUBLICATION 2675
SEPTEMBER 1993




' This report was principally prepared by

Robert A. Rogowsky
Director of Operations

Joseph F. Francois
Acting Director of Economics

Martin F, Smith
Chief, Trade Reports Division

Kim S. Frankena
Chief, Major Trading Nations Branch

JamesE. Stamps
Project Director

Magdolna B. Komnis Hogh M. Acce
Dean M. Moore FrancwMFmﬁndez

Office of Industries
Lee Franke] David G. Michels
Amy Hamey Ann Shildneck
David E. Ludwick Joan Williams

Statistical Services Division
Stevea K. Hudgens, Statistician
Office of Management Services
- Clifford H. Brown, Editor
Pamcia Chase, Chief Designer
Keven Blake, Joyce Bookman, and Paulette Henderson, Designers

Secretarial assistance was provided by Paula R. Wells



U.S. International Trade Commission

Washington, DC 20436

Annual Report on the Impact of the
Caribbean Basin Economic Recovery Act
on U.S. Industries and Consumers

Eighth Report
1992

Investigation No. 332-227

Publication 2675 September 1993






EEE——

PREFACE

The submission of this study to the Congress and the President continues a series of annual
reports by the U.S. International Trade Commission (USITC) on the impact of the Caribbean Basin
Economic Recovery Act (CBERA) on U.S. industries and consumers. The reports are mandated by
section 215(a) of the act, which requires that the USITC report annually on the operation of the
program. The present study fulfills the requirement for calendar year 1992, the Sth year of program

operation.

The CBERA, enacted on August 5, 1983 (Public Law 98-67, title II), authorized the President to
proclaim duty-free treatment for eligible articles from designated Caribbean Basin countries.
Duty-free treatment became effective January 1, 1984. Section 215 of the act requires the
Commmission to assess actual and probable effects of CBERA in the future on the U.S. economy
generally, on U.S. industries producing like products or products directly competitive with those
imported from beneficiary countries, and on U.S. consumers. It requires the USITC to submit its
report to the President and the Congress by Sepiember 30 of each year.

The report contains four chapters and three appendixes. Chapter 1 provides an overview of the
CBERA program and summarizes other duty-free programs and U.S. invesiment incentive
programs available for eligible Caribbean Basin countries. Chapter 2 analyzes overall U.S. trade
with the Caribbean Basin during 1992 and compares trade under special programs—CBERA, the
Generalized System of Preferences (GSP), and Harmonized Tariff Schedule (HTS) subheadings
9802.00.60 and 9802.00.80. Chapter 3 addresses the actal effects of CBERA in 1992, covering
CBERA effects on the economy, industries, and consumers of the United States. Chapier 4
examines the probable future effects of CBERA through discussions of investment inthe region, the
products most likely to be exported to the United States in the future, and the probable impact of the
North American Free-Trade Agreement (NAFTA) based on public comments and a preliminary
analysis. Appendix A contains a copy of the Federal Register notice by which the USITC solicited
public comment for this investigation and a list of submissions received. Appendix B contains
U.S.-Caribbean trade data including a table of the leading imports under CBERA provisions, by
source, in 1992. Appendix C explains the economic model used to derive the findings presentied in
chapter 3.
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EXECUTIVE SUMMARY

The Caribbean Basin Economic Recovery Act

The Caribbean Basin Economic Recovery Act (CBERA) marked its 9th year of operation in
1992. The CBERA affords nonreciprocal preferential reatment to most products of designated
Caribbean Basin countries by eliminating tariffs or, for a small group of products, by establishing
tariff rates below the most-favored-nation (MFN) rate.

A total of 24 Caribbean, Central American, and South American countrics were eligible for
CBERA benefits in 1992.] No new countries were designated for or suspended from CBERA
benefits during the year. Although Haiti remained a CBERA beneficiary, a 11.8. embargo on most
trade with that country has been in effect since October 1991.

The U.S. Congress considered legislative modifications to three components of CBERA during
1992 and early 1993. First, Congress considered legislation to restrict duty-free imports of
completed footwear assembled of U.S.-origin components. Second, legislation was considered to
reduce the section 936 Federal income tax credit for U.S. corporations operating in Puerto Rico,
therein possibly curtailing Puerto Rico-based investments in CBERA countries. Third, legisiation
was considered to apply many of the more liberal provisions proposed for Mexico under the North
American Free-Trade Agreement (NAFTA) to CBERA countries. As of this writing, all three
legislative proposals are awaiting further congressional action.

U.S. Trade with the Caribbean Basin in 1992

Total U.S. imports from CBERA countries rose to $9.4 billion in 1992 from $8.2 billionin 1991,
and $5.9 billion in 1984, the first year of the act. This growth during 1992 was fueled by the
continued expansion of textile and apparel imports, which generally are not eligible for duty-free
entry. Increasing textile and apparel imports are at least partly responsible for the increase in the
average rate of duty on products of CBERA countries—from 1.3 percent in 1983 0 9.9 percent in
1992

Almost two-thirds of all U.S. imports from CBERA countries, valued at $6.1 billion, entered
free of duty under various U.S. programs in 1992, including most-favored-nation duty rates,
Generalized System of Preferences (GSP), and CBERA. Almost 16.0 percent, valued at $1.5
billion, were afforded duty-free entry under CBERA, versus 13.6 percent, or $1.1 billion, in 1991.
The increase in the share of CBERA imports may have reflecied some suppliers shifting from
claiming GSP o claiming CBERA as the July 4, 1993, termination date for GSP benefiis

approached.

1 The countries were Antigua and Barbuda, Aruba, The Bahamas, Barbados, Belize, the
British Virgin Islands, Costa Rica, Dominica, the Dominican Republic, El Salvador, Grenada,
Guatemala, Guyana, Haiti, Honduras, Jamaica, Montserrat, Netherlands Antilles, Nicaragua,
Panama, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadines, and Trinidad and
Tobago.
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A small number of CBERA countries continued to dominate trade with the United States under
the act. The Dominican Republic, Costa Rica, Guatemala, and Honduras accounted for over
three-fourths of all CBERA imports in 1992. The Dominican Republic and Costa Rica alone
accounted for over one-half of all CBERA imports. The Dominican Republic was the leading
CBERA source of raw cane sugar, footwear uppers, parts for electrical apparatus, medical, surgical
and dental instruments, jewelry, and cigars. The Dominican Republic also was the main source of
completed footwear of U.S.-origin components. Costa Rica was the leading supplier of fresh or
chilled beef, cantaloupes, pineapples, ethyl alcohol, baseballs and softballs, hair dryers, fresh fish,
and melons. Leading CBERA suppliers of other important products were The Bahamas (aromatic
drugs), Honduras (frozen beef), Belize (frozen concentrated orange juice), Guatemala (tobacco),
and Trinidad and Tobago (iron and nonalloy steel bars and rods).

Impact of CBERA in 1992

Although the iotal value of imports afforded duty-free entry under CBERA in 1992 was §1.5
billion, fower than half of these imports would not have received duty-free entry without CBERA.
The value of imports that would not have entered free of duty, or at reduced-duty rates, without
CBERA increased by 25 percent between 1991 to 1992, from $515 million to $645 million—or 6.8
percent of the customs value of total imports entered from CBERA beneficiaries. In each year
beiween 1984 and 1992, the value of those imports was equal to about .02 percent of U.S. gross
domestic product (GDP).

Six products have consistently ranked among the leading items that actually benefited from
CBERA tariff preferences: beef, pineapples, certain frozen concentrated orange juice, ram, ethyl
alcohol (except in 1984), and raw cane sugar (except in 1989). Leather footwear uppers joined the
ranks of the leading items in 1991, and became the top item in this category in 1992—largely due o
increased imports from the Dominican Republic.

On average, about 1 percent or less of U.S. domestic sales was displaced by the leading
competing duty-free imports from CBERA countries. In 1992, the six products with the largest
displacement effects from competing CBERA duty-free imports, in value terms, were ethyl
alcohol, frozen concentrated ofange juice, frozen vegetables, tobacco, medical instruments, and
cigars. The largest effect occurred for ethyl alcohol, for which $22.4 million of U.S. domestic sales,
or 1.4 percent of the value of the total domestic market, was displaced by CBERA-origin products.

Probable Future Effects of CBERA

This report uses CBERA-related investment activity to estimate the possibie future trade
effects of the act on the U.S. economy. The U.S. Intemnational Trade Commission identified
investment in export-oriented CBERA-related projects during 1992 valued at approximately
$134.1 miilion. In addidon, 18 CBERA-related projecis with capital requirements iotaling
approximately $183.0 million received low-interest loans from Puerto Rican financial institutions
under section 936 of the U.S. tax code in 1992. Nevertheless, future imports under CBERA
provisions, based on reporied current investment levels, also are likely to be negligible.

Fieldwork in Guyana examined economic conditions and assessed the impact of CBERA in that
country. Individuals interviewed stated that the need to rehabilitate roads, ports, electrical power
generation, and other areas of the country’s economic infrastructure was a legacy of an economic
recession that lasted for most of the 1980s. These problems remain a significant impediment 1o
attracting new investment in Guyana’s export-oriented sectors. Although CBERA imports from
Guyana more than doubled during 1992, the level of imports remains less than one-half the level
attained in 1989.



The possibility of a NAFTA has aroused concern in CBERA countries about investment and
trade diversion away from the region as Mexico strengthens its economic ties to the United States.
Caribbean officials are particularly concemed that their exports of petroleum (not eligible under
CBERA) and rum to the United States will not stand up to increased competition from Mexico.
Preliminary examinations by USITC of current trade, tariff, and market share trends have found that
NAFTA will improve the relative cost competitiveness of Mexican producers of certain articies
compared with that of some Caribbean and Central American suppliers. In addition, CBERA
products may encounter increased competition from similar Mexican products in U.S. markets
after NAFTA becomes fully operational.
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CHAPTER 1
The Caribbean Basin Economic
Recovery Act

This chapter provides an overview of CBERA. It
summarizes the main trade- and investment-related
benefits and recent legislative proposals concerning
the program. A summary of the submissions received
by the U.S. International Trade Commission (USITC)
during the course of this eighth annual investigation
concemin% the impact of the program also is
presented.

Overview of the CBERA
Program

The United States launched the Caribbean Basin
Initiative (CBI) in 19822 The CBI encompasses a
number of public- and private-sector programs that
aim to promoie increased foreign and domestic
investment in nontraditional seciors of the Caribbean

1 General information and specific data on past
trade and economic activity under the CBERA can
bs found in the Commission's prior annual reporis in
this series. See U.S. international Trade
Commission (USITC), Annual Report on the Impact
of the Caribbean Basin Economic Recovery Act on
U.S. Industries and Consumers, First Report,
1984-1985, USITC publication 1837, Sept. 1986.
Hereafter in series CBERA, First Annual Repont,
1984-1985, CBERA, Second Annual Repori, 1986,
USITC publication 2024, Sept. 1987; CBERA, Third
Annual Repori, 1987, USITC publication 2122, Sept.
1988; CBERA, Fourth Annual Report, 1988, USITC
publication 2225, Sept. 1989; CBERA, Fifth Annual
Report, 1989, USITC publication 2321, Sept. 1990;
CBERA, Sixth Annual Report, 1990, USITC
publication 2432, Sept. 1991; and CBERA, Seventh
Annual Report, 1991, USITC publication 2553, Sept.
1992,

2 President, “Address Before the Permanent
Council of the Organization of American States,”
Weekly Compilation of Presidential Documents:
Administration of Ronaid Reagan, voi. 18, No. §,
(Mar. 1, 1982), pp. 217-223.

Basin countries,? to diversify their economies, and t0
expand their exports.*

CBERA, which contains the statutory provisions
that implement the trade-related aspects of the CBI,
became operative on January 1, 19845  The
Caribbean Basin Economic Recovery Expansion Act
of 1990 (hereinafier “1990 CBERAD), signed into law
on August 20, 1990, significantly expanded CBERA
and eliminated the 1993 termination date for CBERA
benefits S

CBERA Beneficiaries

A total of 24 Caribbean, Central American, and
South American countries and territories received
CBERA benefits in 1992 (table 1-1).” The President
did not designate new countries for CBERA benefits
or terminate or suspend any country’s

3 Traditional products of the Caribbean Basin
countries inciude bananas, bauxite and aiuminum
ores, cofiee, and rum. Noniraditional products
include such products as apparel, seafood, winter
vegetables, and wood furniture.

4 For additional discussion of nontraditional
products and the CBI, see U.S. Depariment of
Commerce, International Trade Administration, Latin
America/Caribbean Business Development Cenier
(LA/C Center), 1991 Guidebook: Caribbean Basin
Initiative (Nov. 1990), pp. 1-4.

5 Public Law 98-87, title ii, 97 Stat. 384, 19
U.S.C. 2701 et seq. Reiatively minor amendmenis
were made to the CBERA were made by Public
Laws 98-573, 99-514, 99-570, and 100-418.

6 Customs and Trade Act of 1990, Publiic Law
101-382, tils Hl 104 Stat 829, 18 U.8.C. 2101 note.

7 For specific provisions pertaining to the
designation of countries ard territories as sligible for
CBERA benefits, see sec. 211 and sec. 212(a) of the
CBERA. For a more detailed discussion oi ihese
provisions, see USITC, CBERA, Seventh Annual
Report, 1881, p. 1-2.
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Table 1-1

Caribbean Basin countries, CBERA-designated and undesignated

Countries designated as eligible for benefits under the CBERA program as of Dec. 31, 1992:

Antigua and Barbuda
Aruba

Bahamas

Barbados

Belize

British Virgin lslands
Cosiz Rica
Dominica
Dominican Republic
El Saivador
Grenada
Guatsmaia

Guyana

Hani

Honduras

Jamaica

Montserrat
Netherlands Antifies
Nicaragua

Panama

St. Kitts-Neavis

St. Lucia

St. Vincent and the Grenadines
Trinidad and Tobago

Countries that have not formally requested CBERA deslfenatlon as of Dec. 31, 1892, but which are
potentiaily eiigible:

Anguilla
Cayman Islands

Suriname
Turks and Caicos lslands

benefits during 19928 Although the United States
continzed to apply an embargo on most non-
humanitarian trade with Haiti during 1992, Haiti did
not lose its CBERA designation.?

CBERA beneficiaries are required to afford
internationally recognized worker rights as defined
under the U.S. Generalized System of Preferences
(GSP) program.!® To date, CBERA benefits have

8 The President has the authority to designate
ceriain Caribbean Basin countries and tefritories as
sligible for CBERA benefits, to terminate such
designations, and to suspend or limit a country's
CBERA benefits. Sec. 211, sec. 2i2({a), and sec.
212(e){1), CBERA, as amended. For more detailed
information, see USITC, CBERA, Seventh Annual
Report, 1991, p. 1-2.

® This embargo was imposed following the
September 1991 military coup that overthrew Haitian
President Jean-Berirand Aristide. President,
*Executive Order 12779 of Oct. 28, 1991 Prohibiting
Certain Transactions With Respect to Haiti,”
published in the Federal Register, 56 F.R. 55975.

10 The President may waive this condition if he
determines that the designation of a particular
country would be in the economic or security interest
of the United States, and so reporis to Congress.

1-2

not been withheld from any country on the basis of
worker rights violations.!!

19—Continued
Sec. 212(b), CBERA, as amended. Under the GSP
program, internationally recognized worker rights
include the right of association, the right to organize
and bargain collectively, a prohibition on the use of
forced or compulsory iabor, a minimum age for the
employment of children, and acceptable working
conditions regarding minimum wages, hours of work,
and occupational safety and health. Sec. 502(a)(4),
Trads Act of 1974, titie V (Public Law 93-618, 88
Stat. 2066 and following).

11 The United States examined worker rights
practicss in El Salvador, Guatemala, and Panama as
part of the 1991-92 GSP review. The President
announced that Panama had taken steps to afford
internationally recognized worker rights, but that
practices in Guatemala and El Salvador would
continue to be examined. President, “Actions
Concerning the Generalized System of Preferences,”
memorandum of June 25, 1993, for the United States
Trade Representative (USTR), 58 F.R. 34861. For
additional information, see USTR, “Generalized
System of Preferences: Results of the Review of
Petitions Requesting Changes in the List of Countries
and Articles Eligible for Duty-Free Treatment Under
the GSP in the 1991 Annual Review,” 57 F.R. 30286.



Trade Benefits Under CBERA

CBERA was designed t0 encourage economic
development in the Caribbean Basin principally by
authorizing nonreciprocal duty-free entry into the
United States for a wide range, or reduced duties on a
few categories, of Caribbean Basin products.!?
CBERA affords preferential rates of duty below the
most-favored-nation (MFN) rates!3 to most products
of Caribbean Basin countries by reducing the tariff
rate to free or, for a small group of products, by
establishing tariff rates below the MFN rate.!* Trade
benefits under CBERA are summarized in table 1-2.

In July 1992, President Bush announced that the
United States will exfand CBERA duty-free entry o
28 wariff categories.!”> These benefits will apply to
products valued at an estimated $4.6 million in 1992
U.S. imports. Eligible products include plastic floor,
wall, and ceiling coverings; plastic plates, sheets, and
film; vulcanized rubber sheets, plates, and strips;
conveyor or transmission belts; and ink pads.'6

In addition to preferential trade benefits, other
CBERA provisions include—
® A requirement that the United States not
cumulate the imports of a CBERA country with

12 president, “Address Before the Permanent
Council of the Organization of American States,”
Weekly Compilation of Presidential Documents:
Administration of Ronald Reagan, vol. 18, No. 8
(Mar. 1, 1982), pp. 217-223.

13 The United States affords MFN tariff treatment
to all CBERA countries under U.S. domestic law in
accordance with U.S. international obligations under
the General Agreement on Tariffs and Trade (GATT)
or other agreements. MFN tariff rates are set forth
in column 1 of the Harmonized Tariff Schedule of the
United States (HTS). The column 1—general duty
rates are, for the most part, concessional and have
been set through staged reductions of full statutory
rates in negotiations with other countries. For some
products, the MFN tariff rate is free. The basic
statute currently in force with respect to MFN
treatment is sec. 126(a) of the Trade Act of 1974
(Public Law 93-618, approved Jan. 3, 1975, 88 Stat.
1978, 19 U.S.C. 2136).

14 General note 3(c) to the HTS reflects speciai
tariff treatment to eligible products of designated
countries under various U.S. trade programs,
including the CBERA.

15 Presidential Proclamation 6455, July 2, 1982.
57 F.R. 30069.

16 For a discussion of prior CBERA administrative
enhancements, see USITC, CBERA, Seventh Annual
Report, 1992, p. 1-4.

imports from non-CBERA countries in
investigations under U.S. trade laws involving
unfair imports for the purpose of determining
material injury, or the threat thereof, by reason
of imports from such countries;!’

e The establishment of a pilot customs
preclearance program in eligible CBERA
countries to assistin the developmest of tourism
in the region;!8

e Tax deductions for business expenses incurred
by U.S. businesspersons while atiending
conventions and meetings in eligibie CBERA
countries;!® and

e U.S. tax incentives to encourage investment in
eligible Caribbean Basin countries.Z0

Other Trade Benefits for
CBERA Countries

CBERA is one of three U.S. trade provisions that
Caribbean Basin countries may utilize. In addition io
CBERA, the other provisions are the GSP program
and reduced duties and liberalized textile and apparel
quotas under HTS subheading 9802.00.60 and heading
9802.00.80.

The U.S. GSP Program

The U.S. GSP program is a temporary tarifl
preference scheme for eligible products of designated
developing countries.2! The GSP program provides

17 Sgc. 224, CBERA, as amended (amends sec.
771(7) of the Tariff Act of 1930, 19 U.S.C.
1677(7)(C)(iv)). For example, this provision was
applied in the case of a 1993 antidumping
investigation injury determination involving steel wire
rod from Trinidad and Tobago. For furthsr
information on this case, see USITC, Ceriain Steel
Wire Rod from Brazil, Canada, Japan, and Trinidad
and Tobago, investigations Nos. 731-TA-646-648
{preliminary), USITC publication 2647, June 1883.

18 Sec. 233, CBERA, as amended.
19 Soc. 222, CBERA, as amended.
20 ggc. 227 of the 1990 CBERA.

21 The U.S. GSP program was originally enacted
in the Trade Act of 1974 and was renewed in the
Trade and Tariff Act of 1984. Trade Act of 1574, title
V (Public Law 93-618, 88 Stat. 2066 and following);
and Trade and Tariff Act of 1984, title V (Public Law
88-573, 98 Stat. 3018 and following), as amended
(19 U.S.C. 2461 and following). For general



Table 1-2
Summary of CBERA trade provisions'

Duty-free entry

Applies to all products unless specifically excluded. Products generally must be grown, produced, or
manufactured in a CBERA country2 or must be “new or different™ from any foreign materials or
components used in their manufacture. The costs of local materiais and processing generally musi
total at least 35 percent of the customs value of the product (inputs from Puerto Rico, the U.S. Virgin
islands, and the United States are allowed to account for a portion of this 35-percent minimum local
content). Certain articles assembled or processed in CBERA countries wholly irom componsents of
materials originating in the United States also may enter the United Statgs free of duty.® The following
conditions, restrictions, or exemptions apply:

e Certain agricultural products, including sugar, dairy products, cotion, peanuts, and beei,
are subject to U.S. quotas and/or health requirements. Duty-fres imports of sugar and
beef are allowed only from countries that submit a "Stable Food Production Plan® to
the United States to ensure that food production and the nutritional level of the
population in the beneficiary country will not be adversely affected by export
production.4

e Ethyl alcohol produced from agricultural feedstock grown in a CBERA oountry is
admitted duty-free. Alcohol produced from non-CBERA agricutiural feedstock is

restricted to 60 million gallons (227.1 million liters) or 7 percent of the U.S. domestic
ethanol market, whichever is greater.>

e Excluded from duty-free entry are: canned tuna; petroleum and petroleum derivatives,
footwear (except disposable items and footwear parts such as uppars)®; watches and
watch parts’; sugar from any Communist country in the Caribbean Basin or in Central
America, and most textiles and apparel.®

Rsduced dutles for certain products

Duties on handbags, luggage, flat goods, work gloves and leather wearing apparsl are being reduced
by a total of 20 percent beginning January 1, 1992, in five equal annual insialiments.®

; ';hos: grovisions are discussed in greater detail in USITC, CBERA, Seventh Annual Asport, 1891, Sept. 1882,
pp. 1-210 1-7.

2 Also applies to articles grown, produced, or manufactured in Pusrto Rico, advanced in value or improved in
condition in a CBERA country, and exported directly to the United States.

3 This ._rrovision was added by sec. 222 of the 1990 CBERA, which amended Nots 2 to subchapter i of chapter
88 of the HTS. Textiles and apparel and petroleum products and derivatives are excluded.

4 Sec. 213(c)(1)(B), CBERA, as amended.

5 Sec. 213(a)(1), CBERA, as amended. See also sec. 423 of the Tax Reform Act of 1986, as amended by sec. 7
of the Steel Trade Liberalization Program Implementation Act of 1989 (19 U.S.C. 203 nt; Public Law 98-514 as
amended by Public Law 101-221).

6 Applies to footwear not eligible for duty-free ont%under the U.S. Generalized System of Preferences (GSP)
ram as of Aug. 5, 1983, that is assembled in a CBERA country of U.S.-oaixin components. Restrictions on
imports of such completed footwear were lifted by sec. 222 of the 1980 CBERA.

7 The United States eliminated certain content restrictions on wrist watches in Oct. feoi.

8 Textile and apparel articles that were subject to textile agreements when CBERA was enacted are not eligible
for CBERA duty-free benefits. Textiles and apparel not subject in 1983 to the Arrangement Regarding International
Trade in Textiles (the so-called Multifiber Arrangement, which has controlled much of world trade in textiles and
apparel since 1974) and made of silk blends or vegetable fibers other than cotton are eiigibie for duty-iree eniry.
Bilateral agreements can be negotiated for duty-free entry of traditional hand-loocmed, hand-sewn articles. For mors
information, see general note (3)(c)(v)(D)(3) to the HTS.

9 Sgc. 213(h), CBERA, as amended.
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nonreciprocal duty-free entry for eligible articles
shipped directly from beneficiary countries, provided
that at least 35 percent of the value of the product is
added in the beneficiary country.22 All CBERA
countries are also GSP beneficiaries. Despite several
key differences between the two programs,?> many
products of Caribbean Basin countries are eligible
for duty-free entry under either the GSP or CBERA.
The U.S. GSP program expired on July 4, 1993. On
August 10, 1993, President Clinton signed into law
H.R. 2264, a budget reconciliation bill that, among
other things, extended the GSP program for 15
months.

HTS subheadings 9802.00.60
and 9802.00.80

These tariff provisions* effectively provide
reduced duties for certain U.S. products processed or
assembled outside of the United States and
subsequently returned (so-called production-sharing).
U.S. customs duties for such articles are assessed only
on the value added to the U.S. products (or on the
labor costs involved) as a result of processing or
assembly in the foreign location. Duty is not assessed
on the value of the identifiable exported and

21—Continued
background information about the GSP program, ses
USTR, A Guide to the Generalized System of
Preferences, Aug. 1991; and U.S. House, Commitiee
on Ways and Means, The President’s Report to the
Congress on the Generalized System of Preferences
as Required by Section 505(B) of the Trade Act off
1974, as Amended, WMCP 101-23 (Washington:
GPO, 1990).

22 For a more detailed discussion of the GSP
program, see USITC, The Year in Trade: Operation
of the Trade Agreements Program, 44th Regort,
1992, USITC publication 2640 (July 1993), pp. 87-99.

23 Differences between the two programs are
described in more detail in USITC, CBERA, Seventh
Report, p. 1-7.

24 HTS subheading 9802.00.60 applies to
imported products containing metal of U.S. origin
processed abroad and returned for further
processing. Heading 9802.00.80 applies to imported
assembled products such as apparel containing U.S.
components. These HTS provisions formerly were
Tariff Schedules of the United States (TSUS) items
806.30 and 807.00, respectively.

re-imported U.S. content.25 A recent USITC report
on total U.S. production-sharing imports noted that,
although textiles and apparel items do not represent
the largest share of all HTS heading 9802.00.80
imports, textile and apparel products account for the
largest share of the duty savings.?®

Although textiles and apparel articles generally
are excluded from CBERA, the United States has
negotiated bilateral agreements since 1986 with
several Caribbean Basin countries to improve access
for their products to the U.S. market. The goal of this
so-called Special Access Program?’ is to liberalize
quotas for Caribbean Basin exports within the context
of the overall U.S. textile policy.2®8 The liberalized
quotas provide guaranteed access levels (GALs) for
qualifying textile and apparel products, and such
quotas may be increased upon request by the CBERA
country. Because the fabric for the articles qualifying
for GAL treatment must be formed and cut in the
United States, these articles qualify for 9802 treatment
and are scparately treated under HTS statistical
reporting number 9802.00.8010. Costa Rica, the
Dominican Republic, Guatemala, Haiti, Jamaica, and
Trinidad and Tobago have GAL agreements. The
United States signed no new GAL agreements during
1992

Legislation Affecting
CBERA

The U.S. Congress considered legislative
modifications to three components of CBERA during
1992 and early 1993. These bills concerned footwear
of U.S.-origin components, tax concessions under the
section 936 of the Internal Revenue Code, and parity
for Caribbean Basin countries.

25 For more detailed discussions of these HTS
provisions, see USITC, Production Sharing: U.S.
imports Under Harmonized Tariff Schedule
Subheadings 9802.00.60 and 9802.00.80, 1988-1981,
USITC publication 2592, Feb. 1993.

26 fbid., p. x.

27 Formerty referred to as 807-A or Super 807.
A similar program, the Special Regime, was enacted
for apparel products from Mexico.

28 For more information on the Special Access
Program, see USITC, CBERA, Second Annual
Report, 1986, p. 9; and CBERA, Third Annual
Report, 1987, p. 1-9. The Special Access Program
also is discussed in more detail in USITC, Potential
Effects of a North American Free Trade Agresment
on Apparel Investment in CBERA Countries, USITC
publication 2541, July 1992, p. 2.
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Footwear of U.S.-origin
components

Most articles of footwear are not eligible for
duty-free treatment under CBERA. Exceptions are
thonged footwear (zoris), disposable footwear, and
most parts of footwear such as unformed leather
uppers.2?

Section 222 of the 1990 CBERA permitted for the
first time duty-free entry of completed footwear,
among other articles, assembled in CBERA countries
entirely from U.S. components.3 U.S. imports of
footwear under this provision were $719,021 in 1991
and rose to $47 million in 1992. Despite this
increase, the value of completed footwear imports
under section 222 still is significantly smaller than the
$134 million of unformed leather uppers entered free
of duty under CBERA.3! Almost all of the section
222 footwear imports entered from the Dominican
Republic, where a number of U.S. manufacturers
produce unformed leather uppers from U.S.
components for reexport to the United States for final
processing into finished dress and casual shoes.
However, U.S. imports of fabric-upper, rubber-soled
footwear from the Dominican Republic in 1992
represented only about 1 percent of total U.S. imports
of this type of shoe.32

Reportedly prompted by concerns of the Rubber
and Plastic Footwear Manufacturers Association,33
bills were introduced during the 102d Congress in
both the House of Representatives and the Senate o
exclude footwear and leather-related products from
section 222 duty-free entry34 Separate bills passed

29 Sec. 213(b)(2), CBERA, as amended.

30 This provision amended ch. 98, subch, Il, note
2 of the HTS and applies to articles that are
“assembled or processed” in CBERA countries wholly
from components or materials originating in the
United States. Textile and apparel articles and
petroleum and petroleum products are excluded.

31 Imports of unformed leather uppers from
CBERA countries are discussed in greater detail in
ch. 3.

32 China, Korea, Taiwan, and Indonesia supplied
89 percent of the value of imports of these shoes in
1992. Based on data from the U.S. Department of
Commerce.

33 These concerns are summarized in the section
“Concerns of Interested Persons and Industries”
below.

34 Those bills were H.R. 1385 in the House of
Representatives, introduced by Patricia Schroeder
(D-CO), and S. 405 in the Senate, introduced by
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both the House and Senate, and differences between
the two bills were resolved in conference.
Compromise legislation, which would have allowed
continued duty-free entry for footwear produced by
existing manufacturers in CBERA countries up 0
limits based on their 1992 production levels,
including any new manufacturing capacity under
construction before October 1, 1992, passed both
houses as part of the Revenue Act of 1992. It was
later vetoed by President Bush reporiedly for reasons
unrelated to the footwear issue.3

Early in 1993, legislation was introduced in the
103d Congress to eliminate duty-free entry for
footwear under section 222. One new House biil
(HR. 795), introduced by Charlie Rose (D-NC) is
identical to the 1992 compromise legislation described
above.36 A Senate bill (S. 530) introduced by George
Mitchell (R-ME) and another House bili (H.R. 2322)
introduced by Olympia Snowe (R-ME) would exclude
all footwear and leather-related producis from section
222 duty-free entry.3” As of this writing, there has
been no further congressional action on these bills.

The Section 936 Loan Program

Overview

The U.S. Internal Revenue Code grants ceriain iax
incentives to encourage investment in U.S. overseas
possessions. Section 936 of the code grants a tax
credit equal to the Federal tax liability on certain
income eammed in U.S. possessions such as Puerio
Rico3® The credit is equivalent to exempting
completely from Federal taxes the income of
qualifying U.S. corporations in Puerto Rico so long as
the funds remain in Puerto Rico. To further
encourage U.S. investment, Puerto Rico also grants
local and commonwealth tax credits to section 936

34—Continued
George Mitchell (R-ME). Congressinal Record, vol.
137, No. 42 (Mar. 12, 191), p. H1688 2nd vol. 137,
No. 26 (Feb. 7, 1991), p. S1790.

35 President, “Revenue Act of 1992,” Weekly
Compilation of Presidential Documents: Administration
of George Bush, vol. 28, No. 45 (Nov. 3, 1992), p.
2283.

3 Congressional Record, vol. 139, No. 13 (Feb.
3, 1993), p. H483.

37 Congressional Record, vol. 139, No. 28 (Mar.
9, 1993), p. S2546 and vol. 139, No. 77 (May 27,
1993), p. H2994.

38 28 U.S.C. 936.



funds deposited in Puerto Rican financial
institutions. 3

In 1986, U.S. and Puerto Rican tax laws were
modified to allow investors to borrow section 936
funds from Puerto Rican financial institutions o
finance projects in certain Caribbean Basin
countries.¥0 To be eligible for section 936 project
financing, a CBERA country must sign a Tax
Information Exchange Agreement (TIEA) with the
United States.! Guyana signed a TIEA in July 1992,
making it the tenth CBERA country to become
eligible for section 936 financing.42

Section 936 financing is one branch of Puerto
Rico’s Caribbean Development Program. The other
major branch of this program is the promotion of
production-sharing  operations  (so-called “twin
plants™). The Govemment of Puerto Rico encourages
firms with operations on the island o seek
opportunities for splitting production between Puerto
Rico and a “twin” operation in a CBERA country site.
Because Puerto Rican wage rates are considerably
higher than those in most CBERA countries, it is
usually the labor-intensive portion of the operation
that is relocated. Twin plants are eligible to receive
section 936 financing even if the participating

39 Changes to U.S. and Puerto Rican tax laws
concerning section 936 tax credits are discussed in
USITC, CBERA, Third Annual Report, 1987, pp. 3-5
to 3-6. Section 936 is described in more detail in
USITC, CBERA, Seventh Annual Report, 1991, pp.
1-8 to 1-11. For additional information on section
936, see LA/C Center, 1991 Guidebook, p. 67; and
Economic Development Administration of Puerto Rico
(Fomento), Some Common Questions on CBI/936
Financing, pamphlet (San Juan: Fomento, Apr. 1990).

40 U.S. Department of the Treasury, Internal
Revenue Service, “Requirements for Investments to
Qualify Under Section 936(d)(4) as Investments in
Qualified Caribbean Basin Countries,” 45 F.R. 21926.
Types of projects eligible for section 936 financing
are described in USITC, CBERA, Seventh Annual
Report, 1991, pp. 1-9 to 1-10. Sec. 227 of the 1980
CBERA requires that Puerto Rico lend a minimum of
$100 million in section 936 funds annually.

41 A TIEA is a mutual and reciprocal obligation to
exchange information with the United States relating
1o the enforcement of tax laws that provides a
means by which a signatory government can pursus
certain tax evaders.

42 The following countries concluded TIEAs with
the United States prior to 1992: Barbados, Costa
Rica, Dominica, the Dominican Republic, Grenada,
Honduras, Jamaica, St. Lucia, and Trinidad and
Tobago.

CBERA country has not signed a TIEA with the
United States. A twin-plant operation is eligible for
section 936 funds so long as one plant continues io
operate in Puerto Rico.43

Proposed legislative amendments

In recent years, section 936 tax credits have
encountered scrutiny from Congress and the General
Accounting Office (GAO).** Certain members of
Congress have advocated the reduction or elimination
of the tax credits as a means of increasing tax revenue
in light of the U.S. Federal budget deficit. Some
critics contend that the section 936 program is not a
good vehicle for promoting investment in CBERA
countries because it is based on corporate camings
rather than on employment or investment creation.*>

On May 27, 1992, House Ways and Means
Committee Chairman Dan Rostenkowski (D-IL) and
Bill Gradison (former R-OH) introduced H.R. 5270
(Foreign Income Tax  Rationalization and
Simplification Act of 1992). Among other things, this
bill would have reduced from 100 percent to 85
percent the amount of a company’s U.s.
possession-based operations effectively exempt from
Federal income tax.*6 No further action was taken on
the bill during 1992.

In early 1993, three bills concerning section 936 -
were introduced in the 103d Congress. First, on
February 16, 1993, Senator David Pryor (D-AR)
introduced S. 356 (The Possessions Wage Credit Act
of 1993). This bill proposes phasing out the section
936 program over S years and replacing it with a
wage-based employment tax credit of 40 perceat of
the first $20,000 of “q'ualiﬁed wages” paid to workers
in U.S. possessions.4’ Second, on March 3, 1993,
Representatives Pete Stark (D-CA) and Tim Roemer
(D-IN) introduced HR. 1210, which would bar access
to section 936 benefits to “runaway” U.S.

43 For a more detailed discussion of the
twin-plant program, see USITC, CBERA, Seventh
Annual Report, 1991, p. 1-12.

44 For information on events during 1991, ses
USITC, CBERA, Seventh Annual Repont, 1551, pp.
1-10 and 1-11.

45 For a more detailed discussion of this point,
see Gail DeGeorge and Paui Magnusson, “A
Hurricane Heads for Puerto Rico,” Business Wsek,
June 14, 1993, p. 52.

46 Congressional Record, vol. 138, No. 74 (May
27, 1992), p. H3834.

47 Congressional Record, vol. 139, No. 15 (Feb.
16, 1993), p. S1595.
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plants that relocate to Puerto Rico, thereby causing
US. job losses#®  Third, on May 4, 1993,
Representative Dan Rostenkowski introduced H.R.
1960. This bill would replace the section 936 tax
exemption with a tax credit based on the US.
subsidiary’s Puerto Rican payroll. Companies would
receive a Federal tax credit equal to 60 percent of
the wages paid to their workers (to a maximum of
$60,000 per worker) in Puerto Rico.*9 Any further
Congressional action on these bills will be reported
in the ninth annual report in this series in September
1994.

NAFTA Parity

The leaders of the United States, Canada, and
Mexico signed the North American Free-Trade
Agreement (NAFTA) on December 17, 1992.
Implementing legislation for this proposed free-trade
agreement must be prepared and approved in each
country before NAFTA becomes effective. One key
component of the agreement is the staged elimination
of tariffs and quotas on qualifying trade between the
United States and Mexico.

This series of reports has documented concems of
Caribbean Basin officials over the impact NAFTA
might have on U.S. imports from CBERA countries.>®
These concerns included predictions that NAFTA,
together with lower transportation costs afforded by
the relative geographic proximity of Mexico, will
divert U.S. trade and investment from the Caribbean
Basin region to Mexico.

On March 18, 1993, Representative Sam Gibbons
(D-FL) introduced H.R. 1430, the Caribbean Basin
Free-Trade Agreements Act, in the House of
Representatives “to ensure that the Caribbean
Initiative is not adversely affected by the
implementation of the North American Free-Trade
Agreement.”! The bill would provide preferential

48 Congressional Record, vol. 139, No. 24 (Mar.
3, 1993), p. H1010.

49 Congressional Record, vol. 139, No. 60 (May
4, 1993), p. H2246.

50 See USITC, CBERA, Seventh Annual Repont,
1991, pp. 4-5 to 4-6, CBERA, Sixth Annual Report,
1990, p. 4-5, and CBERA, Fifth Annual Report, 1989,
p. 1-5.

51 Congressional Record, vol. 139, No. 34 (Mar.
18, 1993), p. H1526.

1-8

tariff and quota treatment on imports from CBERA
countries identical to the treatment accorded to like
articles imported from Mexico under NAFTA, and to
articles that meet rules-of-origin criteria established
by NAFTA. In addition, other provisions of HR.
1403 would—

@ Apply the lower of either the duty rate or the
CBERA reduced-duty rates for imports of
handbags, luggage, flat goods, woek gloves, and
leather wearing apparel;

@ Establish (1) quota-free treatment for textiie
and apparel articles that originate in a CBERA
country; (2) duty-free treatment for imports of
textile and apparel products from CBERA
countries qualifying for the Special Access
Program; and (3) duty- and quota-free entry for
certain certified handloomed, handmade, and
folklore articles;

& Permit articles assembled in CBERA countrics
wholly of U.S.-origin components or materials
subject to section 222 of CBERA to continue to
enter the United States duty-free, whereas
comparable articles from Mexico would be
subject to staged tariff elimination; and

e Establish tariff-rate quotas for Caribbean
products that do not meet NAFTA rules of
origin, with duties identical to those applied to
like imports from Mexico.

NAFTA parity provisions would become effective
on the date that NAFTA enters into force. The
provisions would remain in effect for 3 years (the
so-called “transitional period”), during which time
CRERA countries would be invited either to accede to
NAFTA or to negotiate a bilateral free-trade
agreement with the United States. Imporis from
countries that do not accede to NAFTA or conclude
bilateral agreements with the United States by the end
of the transitional period would receive current
CBERA treatment.

As of this writing, HR. 1403 awaits further action
in the Trade Subcommittee of the House Ways and
Means Committee. A number of individuals testified
about the bill before the House subcommittee on June
23-24, 199352 A companion bill, S. 1155, was

52 The American Apparel Manufacturers
Association and representatives of the Governments
of Costa Rica, the Dominican Republic, Jamaica,
Trinidad and Tobago, and the six Central Amsrican
countries and Panama were among those who
testified in support of the legislation. The Luggage
and Leather Goods Manufacturers of America
testified in opposition to the bill.




introduced in the Senate on June 24, 1993 by
Senator Bob Graham (D-FL).53 Subsequent
developments conceming this legislation will be
discussed in the ninth annual report in this series
scheduled for publication in September 1994.

Concerns of Interested

Persons and Industries

In connection with this eighth annual investigation
of CBERA, the USITC received four submissions
from interested persons, industries, and governments.
In addition, several individuals expressed their
concerns about CBERA during testimony before the
House Subcommittee on Trade during June 23-24,
1993, and in interviews with USITC staff.

Footwear Manufacturers

The Rubber and Plastic Footwear Manufacturers
Association (RPFMA)>4 addressed the issue of
imports of footwear manufactured or assembied from
U.S.-origin components authorized under section 222
of the 1990 CBERA.5S Citing data showing an
increase of more than 400 percent in the quantity of
U.S. footwear imports from the Dominican Republic
during 1992 (from 566,000 pairs in 1991, 1w
2,953,000 pairs in 1992), the RPFMA stated that
“[tJhe requirement of using domestic components in
order to get duty-free treatment is one that either is
now being met or that can readily be met by footwear
companies [in CBERA countries].” The RPFMA
continued that—

Given the import sensitivity of the products
involved, the labor-intensive nature of the
industries, and their relatively high duties
(ranging as high as 65 perceat for
fabric-upper, rubber-soled footwear and 37.5
percent for waterproof footwear and
slippers), section 222 as presently written
" threatens the continued existence of the
remaining domestic rubber footwear and

83 Congressional Record, vol. 139, No. 81—part
Il (June 24, 1993), p. S8091.

54 Submission to the USITC dated June 15,
1993, by Mitchell J. Cooper, Counsel, Rubber and
Plastic Footwear Manufacturers Association. The
R2FMA concerns also are documented in USITC,
CBERA, Seventh Annual Report, 1991, p. 1:13 and
CBERA, Sixth Annual Report, 1990, p. 1-9.

55 For additional information on sec. 222 of the
1990 CBERA, see table 1-2.

slipper companies. Rubber footwear and
slipper companies see their future, under
this section, as one of shifting production
from domestic plants to the Caribbean and
of laying off the majority of their domestic
employees.

As evidence of the threat to U.S. production and
employment, the RPFMA reported the closure of two
U.S. footwear plants in laic 1992. One plant, in
Georgia, dismissed 200 employees and expanded its
operation in the Dominican Republic, and the other, in
Ohio, dismissed 355 employees and expanded its
operation in Honduras. The RPFMA submission
contends that, were it not for pcndm§6U .S. legislation
to curtail section 222 imports”® “the sirong
probability is that there would be a significantly larger
transfer of employment from this country to countries
such as the Dominican Republic and Honduras.”

In contrast, some U.S. nonrubber footwear
manufacturers support continuation of duty-fres entry
for such footwear. These firms claim that they will be
forced to shut down their domestic parts factories and
to import footwear from the Far East if they are not
able to supplement domestic production with duty-free
imports from the Caribbean. Moreover, they state that
this will lead not only to a loss of U.S. and Caribbean
footwear jobs but also to a loss of jobs in the
industries that suppon and supply both U.S. and
Caribbean production.5’

Jamaica

The Government of Jamaica addressed several
issues in its submission to the USITC on the impact
of CBERA and the CBI program in general on the
Caribbean Basin countries; implications of the
NAFTA for the Caribbean Basin region; NAFTA
parity for CBERA countries; and Jamaica’s recent
efforts to reform its economy, liberalize iis wade
regime, improve market access forUS prodects, and
protect intellectual property rights.58

56 For further information on this pending
legislation, see the discussion of footwear in the
section “Legislation Affecting CBERA" above.

57 Based on USITC staff interviews with
representatives of Carter Footwear, Inc., The Stride
Rite Corp., Wolverine World Wide, Inc., and U.S.
Shoe, Apr. 1993.

58 Submission to the USITC dated June 28,
1993, by Richard L. Bernal, Ambassador of Jamaica
to the United States.



The Jamaican Ambassador stated that CBERA has
promoted U.S.-Caribbean trade, stimulated Caribbean
purchasing power, generated jobs in complementary
industries, and in general has been responsible for a
decade of unparalleled growth in trade between the
United States and the Caribbean, acting as a catalyst
for exports, investment and employment creation in
the economies of the United States and the Caribbean
nations, such as Jamaica.

The Ambassador also stated that CBERA has
promoted economic reforms and liberalization in
Jamaica, encouraged stronger enforcement of
intellectual property rights in Jamaica, enhanced U.S.
market access in that country, and *“transformed the
basis of U.S.-Jamaica trade from one based initially
on preferential access to the United States market to
one of virtal reciprocity.”?

U.S. Virgin Islands

Counsel for the Government of the U.S. Virgin
Islands stated that the Virgin Islands supports CBERA
“despite the fact that the CBI has harmed cenain
Virgin Islands industries,” especially the rum
industry.50 It was reported that nearly 10 percent of
the Virgin Islands’ budget is derived from U.S.
Federal excise taxes on rum.5! Counsel also stated
that CBERA has resulted in a substantial increase in
U.S. imports of low-valued rum from CBERA
countries that directly competes with higher valued
rum produced in the Virgin Islands. The Virgin

59 Other comments by the Government of
Jamaica on the probable impact of the NAFTA on
the CBERA countries are discussed in ch. 4.

60 Sybmission to the USITC dated June 29,
1993, by Peter N. Hiebert and Edward F. Gerwin, Jr.
of Winston & Strawn, Counsel for the Government of
the U.S. Virgin Islands.

€1 The U.S. Code of Federal Regulations (CFR)
provides for “tlhe deposit of the distilled spirits
excise taxes . . . into the Treasuries of Puerto Rico
and the Virgin Islands on all rum imported into the
United States (including rum from possessions other
than Puerto Rico and the Virgin Islands), less certain
amounts. 27 CFR 250.1 (e), pursuant to sec. 221 of
the CBERA, as amended, and its amendment to sec.
7652 of the Internal Revenue Code of 1954. These
tax provisions became effective June 30,0 1983.
The USITC reports annually on the impact of the
CBERA on the U.S. rum industry. For further
information, see USITC, Rum: Annual Report
(Covering 1991 and 1992) on Selected Economic
Indicators),_USITC publication 2645, June 1993.
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Islands submission noted, however, that “[a]lthough
these increased imports have harmed Virgin Isiands
producers, the Virgin Islands industry is seeking to
make difficult but necessary adjustments and
believes that it can continue to compete with CBI
producers.”62

Central America

In testimony before the US. Houss of
Representatives, the Vice Minister of Economy of
Guatemala, representing Governments of Costa Rica,
El Salvador, Guatemala, Honduras, Nicaragua, and
Panama, stated that CBERA has “helped nurture an
independent busnm class with close ties to the
United States.”®> He added that, while nearly 70
cents of every export dollar eamed by CBERA
producers is returned to the United States in the form
of purchases of U.S. goods and services, Asian
exporters spend less than 20 cents of every dollar
eamed in the United States.

The Costa Rican Ambassador stated that CBERA
has helped accelerate the processes of democratization
and economic liberalization in the region. The
ambassador also stated that improved access to U.S.
markets as a result of CBERA has helped Costz Rica
diversify its exports and has comnbuled to the growth
of foreign investment in that country.54

Commonwealth of Puerto Rico

The Commonwealth of Puerto Rico addressed the
issue of the benefits of section 936 to the Caribbean
Basin, to Puerto Rico, and to the United States.5° The

8 Other comments by the Government of the
U.S. Virgin Islands on the probable impact of the
NAFTA on the CBERA countries are discussed in
ch. 4,

63 Text of testimony prepared for delivery by
Eduardo Sperisen, Vice Minister of Economy of
Guatemala, on behalf of the economic Vice Minisiers
of Central America and Panama before the
Subcommittees on Trade and Oversight of the House
Ways and Means Committee on the Caribbean Basin
Free-Trade Agreements Act of 1993, June 24, 1983.

64 Text of testimony prepared for delivery by
Gonzalo J. Facio, Ambassador to the United States
from Costa Rica, before the Subcommittees on Trads
and Oversight of the House Ways and Means
Committee on the Caribbean Basin Froe-Trado
Agreements Act of 1993, June 24, 1993.

65 Sybmission to the USITC dated June 28,
1993, by Jason E. Kelly, Director of Investment
Promotion and Finance, Bureau of Caribbean Basin
Affairs, Department of State of Puerto Rico on bshali
of the Commonwealth of Puerto Rico.



submission to the USITC stated that, “[oln a
country-by-country basis, section 936 funds have
become a critical source of project financing in
eligible Caribbean countries,” providing more than
$1 billion of investment in the region and creating
more than 28,000 direct jobs during the lifetime of
the program. Section 936 financing is viewed as
having increased Puerto Rico’s role as a regional
transportation hub of the Caribbean and has
“significantly improved regional transportation links
crucial to the promotion of tourism, manufacturing,
and trade.” Benefits of section 936 that were
highlighted in this submission were job creation, an

enhanced foreign investment climate in Puerto Rico,
and an overall improvement in the global
competitiveness of Caribbean industries achieved
through the production-sharing arrangements.

Concerning benefits to the United States, the
submission from Puerto Rico reported that “over 75
percent of [section 936] loans are used to purchase
U.S. products.” Moreover, the submission stated that
section 936 project financing strengthens the
economies of the Caribbean Basin countries, which, in
wrn, helps strengthen the region as a whole as a
market for U.S. products.

I-11






CHAPTER 2
U.S. Trade With the Caribbean Basin

Two-Way Trade

Total U.S. imports from countries in the
Caribbean Basin, including countries not designated
under the CBERA amounted to $9.5 billion in 1992,
an increase of 14.3 percent over the 1991 level of
$8.3 billion. This was the fourth consecutive year w0
show an increase in U.S. imports from the region
(table 2-1). Imports from the Caribbean Basin
countries accounted for 1.8 percent of total US.
imports in 1992 (appendix table B-1), making the
Caribbean Basin the 14th-largest supplier of U.S.
imports in the year—ahead of Malaysia and Brazil but
behind Saudi Arabia and Hong Kong.

U.S. exports to countries in the Caribbean Basin
totaled $11.3 billion in 1992, rising 11.4 percent over
1991 (appendix table B-1). Accounting for 2.7
percent of total U.S. exports in 1992, the Caribbean
Basin ranked 10th as an export market for the United
States, placing ahead of such countries as Belgium
and Singapore but behind France and the Netherlands.
With the exception of 1985, US. exporis to the
Caribbean Basin have increased every year since
CBERA was impiemented in 1984.

The United States consistently has had a surpius
in merchandise trade with the Caribbean Basin since
1986. The U.S. wade surplus with the region
amounted to $1.8 billion in 1992. However, 1992
marked the third consecutive year of some decline in
this surplus from its record level of $2.2 billion in
1989.

Although the generally steady rise in U.S. exports
to the Caribbean Basin mirrored the increase in U.S.
exports worldwide during 1984-92, U.S. imports from
the region first ran counter to the overall trend of
rising U.S. imports from all countries. Specifically,
U.S. imports from the region initially declined from
$8.6 billion in 1984 to $6.2 billion in 1986, where
they remained in 1987 and 1988, before increasing
each year thereafter (appendix table B-1). This
phenomenon was in large part due to a steady decline
in U.S. imports of petroleum and petroleum products

from the Caribbean Basin between 1983 and 1989.!
In fact, Caribbean Basin suppliers accounted for just
1.8 percent of total U.S. imports in 1992, compared
to 2.8 percent in 1984.

The countries designated under CBERA are
responsible for all but a small portion of the trade
between the United States and the Caribbean Basin.
In 1992, CBERA countries accounted for 99.3 percent
of U.S. imports from the region, and 96.2 percent of
U.S. exports. Therefore, the data showing combined
U.S. trade with CBERA countries during the period
1984-92 in appendix table B-2 are almost identical to
the data in appendix table B-1 for all 28 Caribbean
Basin countries.

Imports From CBERA

Countries

U.S. imposts from CBERA countries grew by
14.5 percent in 1992 to $9.4 billion (figure 2-1 and
appendix table B-2). Imports increased for the fifth
consecutive year following declines in each of the
first four years of CBERA. Textiles and apparel
products, generally not eligible under CBERA,
accounted for 40 percent of import growth from
CBERA countries in 1992.

Imports from CBERA Country
Groups

Since CBERA was impiemented in 1984, the
relative positions of the four CBERA subregional
country groups—Central  American,  Eastern
Caribbean, Central Caribbean, and oil-producing
countries—as suppliers to the U.S. market have
shifted (table 2-2). In 1984, U.S. imports from the
oil-producers outweighed imports from other
Caribbean Basin subregional groups, accounting for
52.5 percent of the total. By contrast, in 1992, the

1 Trends in U.S. petroleum imports are discussed
in more detail below.



Table 2-1
U.S. imports for consumption, designated and nondesignated countries under CBERA, 1988-62

(1,000 dollars, customs-value basis)

Country 1888 ic89 190 1591 19982
Dasignated:
Antigua .............c.chnnn 6,893 12,274 4,120 3,895 5414
Aruba ...........ccccennen. 647 1,156 967 100,246 189,657
Bahamas ..........c.coouenn 268,328 460,723 506,772 465,324 580,700
Babados................... 51,413 38,725 30,899 31,457 30,528
Boliz@.....coovvvvvuennnann 52,049 43,056 43,978 35,623 58,510
Brmsh Virgin Islands ......... 684 1,112 1,999 2,567 3,235
CostaRicg ................. 777.797 967,901 1,006,474 1,143,982 1,402,042
Dominicg ........coevevennen 8,530 7.664 8,346 5,877 4,506
Dominican Republic ......... 1,425,371 1,536,931 1,725,430 1,976,624 2, 366 500
EiSalvador ............. .. 282584 243,922 237,538 302,449 383.245
Grenada ............. .. 7.348 7.862 7,783 8,086 7.476
Guatemaiz ......... .. 436,97S 608,280 790,900 892,280 1 072 1697
Guyana ........... .. 50,432 55,858 52,260 73,733 064
Hatti ....... 382,466 371,875 339,177 284,264 107 170
Honduras .. ... 436,504 456,790 486,330 552,238 780 638
Jamaica ..... ... 440,934 526,726 563,723 561,206 593,361
......... . 2,393 2,285 562 2,179 1,095
Notherlands Antilies 408,100 374, 358 421,789 620,784 569,689
Nicaragua® ........ ) 15,254 59,528 68,602
Panama? .......... .. 256,046 3 226,555 242,580 218,232
St. Kitts and Nevis .. ... 20,822 21,44 16,100 15,553 22,857
Stlucia ......covveennnnn 26,044 23,985 26,920 21,731 28,065
St. Vincent and Grenadines ... 13,950 8,244 8,672 7,507 4,530
Trinidad and Tobago ......... 701,738 765,265 1,002,661 819,653 839,788
Total ..........cceiaan.t. 6,061,055 6,637,441 7,525,208 8,229,367 8,425,616
Nondesignated:
Anguilla ... ................ 497 348 1,407 268
Caymanisiands ............. 18,195 48,041 21, 387 17,615 16, 693
Nicaragua® ................. 1,12 31 3
Panama® ................... GQ 258,318 33 42
Suriname ................... 87, 73,892 50, 51,6 46 1
Turks and Caicos isfands ..... 3,517 2,507 3,547 4,210
Total ......ccoveeeevnnnnnn 111,224 383,138 7€,063 74,911 63.1 72
Grandistal ............... 6,172,278 7,020,577 7.801,271 8,304,27¢ 8,486,788

1 Nicaragua was designated as a CBERA beneficiary effective Nov. 8, 1930.
2 panama lost its designation as a beneficiary effective Apr. 9, 1988, and was reinstated in Mar. 1990.
3 Not apnlicable.

Note.—Beczuse of rounding, figures may not add o totais shown.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 2-1

U.S. trade wih the countries designated under CBERA, $887-52
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Source: Compiled from official statistics of the U.S. Department of Commerce.

Central American countries accounted for 423
percent of U.S. imports from all CBERA countries,
followed by the Central Caribbean countries with
325 percent, and the oil-producing countries with
23.1 percent. The Eastern Caribbean countries, the
least significant CBERA regional group, accounted
for only 2.1 percent.

U.S. imports from the Central American countries
were $4.0 billion in 1992, up 23.4 percent over
imporis of 1991 (table 2-2). This was the fourth
consecutive year of import growth from the subregion.
Imports from all countries but Panama increased.
Costa Rica was the leading source of imports,
supplying $1.4 billion, up 22.6 percent over those of
1991. Notable was the 64.3-percent surge of imports
from Belize, 41.4 percent from Honduras, and 20.2
percent from Guatemala. A 300-percent surge in US.
imports from Nicaragua in 1991 was followed by
15.3-percent growth in 1992.2

2 Rising imports from Nicaragua in 1991 and
1992 reflect the lifting of an Executive order imposing

Imports from the Central Caribbean countries rose
8.7 percent in 1992. Nevertheless, this group’s share
of total U.S. imports from all CBERA countries
continued 1o edge down. This trend reversed prior
gains in the group’s significance as a source of US.
imports relative to other Caribbean countries. Imports
from the Dominican Republic rose by 19.7 percent
and from Jamaica by 5.7 percent. The Dominican
Republic was by far the largest source of U.S. imports
both within this group as well as among all CBERA
countries. Imports from Haiti plummeted by 62.3
percent from their already-depressed 1991 value (table
2-2).

2—Continued
economic sanctions on that country and the
extension of CBERA benefits to Nicaragua.
Executive Order 12513 of May 1, 1985, imposed an
embargo on trade with Nicaragua in response io the
policies and actions of the Sandinista government;
this order was terminated ty Executive Ordst
12707—Termination of Emergency with Respect to
Nicaragua, March 13, 1990, Weekly Compilation of
Presidential Documents: Administration of George
Bush, Mar. 19, 1963, p. 402,



Table 2-2
U.S. imports for consumption from CBERA countries, by major groups, 1888-22

(1,000 dollars, customs valus)

Country 1588 1989 1980 1991 1992
Non-oil-producing countries:
Cantral America:
Belize...........coonvntnn 52,049 43,056 43,978 35,622 58,510
CostaRica ............... 777.797 857,901 1,006,474 1,143,982 1,402,042
EiSalvador ............... 282,584 243,922 237,538 302,448 383,245
Guetemala ............... 438,973 £08,280 790,900 882,280 1,072,697
Honduras ................ 438,504 456,790 486,330 552,238 780,638
Nicaragua! ............... 0(“2 Q 15,254 59,528 68,609
Panama® ................. 2586, 226,555 242,580 218,232
Subtotal ................ 2,244,960 2,316,94¢ 2,867,030 3,228,682 3,983,972
Eastern Caribbean:
Antigua ............c00een €,893 12,274 £.120 3,885 5414
Barbados................. 51,413 38,725 35,898 31,457 30,528
British Virgin islands ....... 684 i.112 1,999 2,567 3,235
Dominica ................. 8,530 \ 8,346 5,877 4,508
Grenada ................. 7.348 7.862 7,783 8,088 7,476
Guyana .................. 50,432 55,858 52,261 73,733 87,084
Montserrat . ............... 2,393 2,285 562 2,178 1,095
St.KitsandNevis ......... 20,822 21,447 16,100 15,653 22,857
St.lucia ................. 26,044 23,985 26,920 21,731 28,085
St. Vincent and the
Grenadines ............. 13,950 9,244 8,672 7,507 4530
Subtotal ............... 188,51¢ 180,458 157,663 172,588 184,771
Cantral Caribbean:
Dominican Republic ....... 1,425,371 1,836,931 1,725,430 1,876,624 2,366,509
Haiti ............coonvnnn 382,466 371,875 338,177 284 107,170
Jamaica ... ....oiiinnnn 440,934 528,726 563,723 561,205 583,361
Subtotal ................ 2,248,771 2,535,532 2,528,331 2,822,085 3,067,040
Total non-oil-producing
countries ............. 4,682,241 5,035,938 5,593,019 6,223,360 7.245,783
Gil-producing countriss: ,
Aruba ...l 647 1,156 967 100,245 188,656
Bahamas........cooccvneens 288,328 460,723 508,772 485,324 580,699
Netherlands Antilles ......... 408,100 374,358 421,768 620,783 569,689
Trinidad and Tobago ......... 701,738 765,265 1,002,661 819,653 839,787
Total oil-producing
COUNMMBS ......covnvvvnnnnn 1,378,813 1,601,502 1,832,168 2,006,007 2,179,833
Grandtotal ................... 8,081,055 6,637,441 7.525,268 8,226,388 8,425,618

1 Nicaragua was designated a bensficiary country effective Nov. 8, 1990.
2 Panama lost its designated beneficiary status effective Apr. 9, 1988, and was reinstated in Mar. 1990.
3 Not applicable.

Note.—Because of rounding, figures may not add to totals shown.

Source: Compiled from official statistics of the U.S. Department of Commercs.
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Imports from the oil-producing countries
increased by 8.7 percent in 1992. Aruba continued to
show the most impressive growth, with U.S. imports
jumping from $967,000 in 1990, to $100.2 million in
1991, due to the reopening of the island’s oil refinery,
and almost doubling to $189.7 million in 1992.
Imports from The Bahamas and Trinidad and Tobago
also increased, but imporis from the Netheriands
Antilles declined as compared with their atypicaily
high 1991 level (table 2-2).

The Eastern Caribbean is the smallest subregional
source of U.S. imports from CBERA countries.
Having shown a long-term overall decline in
shipments to the United States since CBERA became
operational, U.S. imports from the Eastern Caribbean
countries began to climb in 1991 and increased to
$194.8 million in 1992. Guyana and St Kitts and
Nevis were responsible for most of the increase.

Product Composition of Total
Imports

U.S. imports from CBERA countries traditionally
have consisted of basic commodities and maw
materials such as sugar cane, coffee, cocoa, bananas,
and aluminum ores and concentraics. The
deterioration in the terms of wrade for these export
items, and CBERA countries’ quest for economic
growth prompted them to seek diversification in their
export profile. Light manufactures such as textile and
apparel articles now account for an increasing share of
U.S. imports from the region and constitute the fastest
growing sectors for new investment in CBERA
countrics. However, despite their diminishing relative
importance in U.S. imports from CBERA countries,
traditional products continue to play a significant role
in the regional economies.

Table 2-3 shows the 35 leading U.S. imports from
CBERA countries during 1988-92 on an 8-digit
Harmonized Tariff Schedule (HTS) subheading basis.
Altogether, these goods accounted for two-thirds of
total U.S. imports from CBERA countries in 1992,
The leading imports were textile and apparel articles
followed by petroleum and petroleum products. Other
leading imports included bananas, coffee, aromatic
drugs, sugar, aluminum ore and concentrates, shrimp,
footwear uppers, beef, medical instruments, anhydrous
ammonia, and articies of jewelry.

Dutiable and Special-Duty
Imports

Dutiable Imports

In 1992, the share of dutiable imports from
CBERA countries, at 34.7 percemt of total US.
imports from these countries, remained at about the
same level as in the prior 2 years (iable 2-4). The
dutiable portion had initiaily shown a sharp
downtrend following the implementation of CBERA
in 1984. From nearly two-thirds of U.S. imports from
CBERA countries in 1983, the dutiable poriion had
fallen 0o less than one-third by 1988, where it
remained in 1989. This development mirrored the
decline in U.S. imports of Caribbean petrolenm and
petroleum products, which are dutiable. The decline
in the dutiable portion of imports mildly reversed
itself in 1990, reflecting higher oil product prices and
import values in the Gulf War period and thereafter,
and the increasing value of dutiable textile and
apparel imports from the Caribbean.

As table 2-4 also shows, the adjusted calculated
duties the United States collecied from CBERA
countries grew from $75.3 million in 1983 1 $257.8
million in 1991 and $3224 million in 1992
Moreover, the average rate of duty has risen markedly
since CBERA has been in effect, from 1.3 percent in
1983 o 9.0 percent in 1991, and 9.9 percent in 1992.
The steady increase in U.S. tariff revenue from
CBERA countries and the rise in the average rate of
duty reflect a shift in the product mix of dutiable U.S.
imports from these countries towards higher duty
goods, mostly wearing apparel.

Table 2-5 shows U.S. xmgons of selected product
categories that, by statute, not eligible for
CBERA duty-free entry (although some of these
products were eligible for duty reductions under
CBERA beginning in 1992). These categories include
textiles and apparel; petroleum and petroleum
products; footwear; certain handbags, luggage, and
flat goods; certain leather apparel; work gloves; and
wna.® Imports of these products declined from $4.8
billion, or slightly over one-half of total imports in

3 Sec. 213(b), CBERA, as amended. For a
discussion of these statutory exclusions, ses *“Trade
Benefits Under CBERA® and table 1-2 in ch. 1.

4 Some of these products actually may have
received duty-free entry under other U.S. programs
or qualified for special tariff treatment under HTS
subheading $802.0C.80C.
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Jable 2-4
u.s. lmgarts for consumption from CBERA countries: Dutiable value, calculated duties, and average
gduty, 1 and 1888-92

fism ige3 168¢ 1990 1981 1682

Dutisble value

(1,000doliars)’ ............. 5,673,886 2,101,839 2,573,813 2,869,880 3,269,148
Dutiable as a percent

of total imports .............. 84.7 3i.7 342 34.9 34.7
Calculsted guties

(1,000dollars)’ ............. 75,283 180,130 208,813 257,785 322,434
Average dut

{fpsroentF ... ...l 1.3 8.6 8.2 9.0 9.9

1 Dutiable value and caiculated duty exciude the U.S. content entering under HTS subheading $802.00.80 and
misreported imports. Data based on product eligibility corresponding to each year.

2 Average duty = (calculated duty/dutiable value) x 100.
Source: Compilad from official statistics of the U.S. Department of Commaerce.

Table 2-5
%wgons for consumption from CBERA countries of goods not efigible for CBERA duty-free entry,

{1,000 dollars, customs value)

Product category? 1988 1988 1980 1881 1882
Textilesand apparel .................. 1,488,812 1,753,055 2,006,348 2558240 2,885,888
Pstroleum and peiroleum producis ... .. 1,058,524 1,044,432 1,340,317 1,399,607 1,467,580
Foolwear ............c.coovvvvncenn.. 38,255 45215 35,808 38,700 45,884
Certain handbags, luggags,

andflatgoods? ... ................ 20,410 16,669 18,264 26,651 0
Certain leather apparel® ............... 3,388 11,278 15,184 14,084 0
Work gloves? ... ..................... 3,806 5,452 4,380 4,415 127
B 1L - TP i4 2 11 0 34

> - 2,614,307 2,876,104 3,420,400 4041677 4508324

1 Product categories are defined by HTS subheading in table B-3.

2 Some of these products are eligible for a 20-percent duty reduction under CBERA beginning in 1892
See Note o table B-3.

Note.—Figures for 1888 under the HTS classification system are estimated.
Note.—Becauss of rounding, figures may not add to totals shown.
Source: Compiled from official statistics of the U.S. Department of Commercs.



1984 o a low of $22 billion, slightly above
one-third of imports in 19865 Imports of this
category gradually have recovered since 1986 and
attained a level of $4.5 billion in 1992, or nearly
onc-half of total US. imports from CBERA
countries (table 2-6). The following sections discuss
significant trends in U.S. imponts from CBERA
beneficiaries of selected dutiable product categories.

Textiles and apparel

Since 1988, textiles and apparel have been the
leading category of U.S. imports from the region that
were not cligible for CBERA benefits. {Before 1988,
petroleum and petroleum products were the leading
such category.) Imporis of textiles and apparel have
doubled from $1.5 billion in 1988, to $3.0 billion in
1992, and were 17.1 percent higher than in 1991
(table 2-5). As shown in table 2-3, imports of certain
textile and apparel products have grown at an even
more rapid pace. Imports of items such as men’s and
boys’ trousers (HTS subheading 6203.42.40),
women’s and girls’ trousers (HTS subheading
6204.62.40), and men’s and boys’ shirts not knitted
(HTS subheading 6205.20.20) more than doubled
between 1988 and 1992. Imports of other items
surged to several times their 1988 value. These
included brassieres (HTS subheading 6212.10.20),
sweaters (HTS subheading 6110.20.20), and T-shins
(HTS  subheading  6109.10.00). A few
countries—notably the Dominican Republic, Costa
Rica, Guatemala, Honduras, and Jamaica—accounted
for this boomS The Dominican Republic is the
leading CBERA source of textiles and apparel. In
recent years, several Central American couniries,
including Costa Rica, El Salvador, Guatemala, and
Honduras, have witnessed significant increases in
investment and production in their textile and apparel
indusirics.

The growing U.S. demand for Caribbean textile
and apparel products is a result of several factors,
including the easier and more predictable access
Caribbean producers have to the U.S. market relative

§ For data prior to 1988, ses U.S. Intemational
Trade Commission (USITC), Annual Report on the
Impact of the Caribbean Basin Economic Recovery
Act on U.S. Industries and Consumers. Herealter in
series CBERA, Fourth Annual Report, 1988, USITC
publication 2225, Sept. 1989, table 1-9, p. 1-13.

6 For a more detailed discussion of apparel
imports from these countries, see USITC, Potential
Effects of a North American Free Trade Agreement
on Apparel Investment in CBERA Countries, USITC
publication 2541, July 1982, p. 13.

to other suppliers through the availability of
guaranteed access levels (GALs), stringent quotas on
textile products from Asian suppliers,” and the lower
production costs of Caribbean producers relative (o
some producers in Asia.

Petroleum

Although U.S. imports of pewroleum and
petroleum products from all sources have increased
during the years since CBERA has been in effect,
imports of these products from CBERA countries
have declined sharply. Between 1984 and 1989, the
annual value of U.S. petroleum imports from CBERA
countries fell from $4.2 billion to $1.0 billion (table
2-5),2 due in part to decisions by major oil companies
to halt refining operations throughout the Caribbean
Basin. Since 1989, petroleum imports from CBERA
countries have recovered somewhat, rising to $1.5
billion in 1992, or by 4.8 percent from 1991 (table
2-5).

Other products not eligible for
CBERA

U.S. imports of dutiable Caribbean footwear
reached a record $45.9 million in 1992, surpassing
slightly the previous record such imports attained in
1989 (table 2-5). Compared with 1991, imports were
up 18.6 percent. No “noneligible” imports of certain
handbags, luggage, flat goods, and cerain leather
wearing apparel were registered in 1992. The reason
for this change from prior years is that, effective
January 1, 1992, these items became eligible for duty
reductions under the CBERA.10

7 GALs are discussed in more detail below and
in the section "Other Trade Benefits for CBERA
Countries™ in ch. 1.

8 The 1986 Multifiber Arrangement (MFA) limited
the growth of texiile quotas for the then-dominant
Asian suppliers: Taiwan, Korea, and Hong Kong.
This limited quota growth raised the prices of these
products, forcing Asian producers to shift production
of basic goods to lower cost nations in the
Caribbean and elsewhere. For further information,
see USITC, The Year in Trade: Operation of the
Trade Agreements Program, 44th Report 1992
(OTAP), USITC publication 2640, July 1993, pp.
100-104.

® For data prior to 1988, see USITC, CBERA,
Fourth Annual Report, 1988, table 1-9, p. 1-13.

10 Dyties on handbags, luggage, flat goods, work
gloves, and leather wearing apparel from CBERA
countries are being reduced by 20 percent in five
equal annual stages. For further discussion, see
table 1-2 and table 2-5.
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Special-Duty Imports

Table 2-7 breaks down U.S. imports from CBERA
countries between 1990 and 1992 into their dutiable
and duty-free portions. The dutiable value of items
entered under HTS subheading 9802.00.60 (imported
products containing certain metal of U.S. origin
returned for further processing) and heading
9802.00.80 (imported assembled products containing
U.S. components) totaled $863.2 million in 1992, an
increase of 24.9 percent over the levels of 1991.11

The dutiable value recorded under HTS heading
9802.00.80 consists largely of the value of sewing or
assembling U.S. iexiles and spparel articles in
CBERA countries.!2 Such dutisble imports, reported
under HTS statistical reporting numbers 9802.00.8040
and 9802.00.8060 (both formerly 9802.00.8050),
totaled $637.0 million in 1992—an increase of 169
percent over 1991. The dutiable value of textile and
apparel products entered under GAL agreements,!
reported under HTS statistical reporting number
9802.00.8010, totaled $226.2 million in 1992—an
increase of 54.6 percent over 1991 (uable 2-7).

Duty-Free Imports

Some two-thirds of total U.S. imports from
CBERA countries enter duty-free, either because their
most-favored-nation (MFN) rate is free or under the
Generalized System of Preferences (GSP) or
CBERA.!4 Certain Caribbean Basin products may be
eligible for duty-free entry under more than one of
these provisions. '

MFN Duty-free Imports

Imports that entered unconditionally free of duty
as MFN products (i.e., goods with a column 1-general
duty rate of free) totaled $2.1 billion in

11 For a more detailed discussion of HTS
subheading 9802.00.60 and heading 9802.00.80, see
the section “Other Trade Benefits for CBERA
Countries” in ch. 1.

12 For a discussion of modifications to the HTS
to aliow duty-free eniry to certain articles other than
textiles, apparel, and pstroleum, see the section
*U.S.-Origin Componenis” in ch. 1.

13 GAL agreements are discussed in greater
detail in the section “Other Trade Bensfits for CBERA
Countriss” in ¢h. 1.

14 These programs are discussed in greater
detail in ch. 1.

1992—slightly more than the average annual value
of MFN duty-free imports since CBERA began.
However, since 1986, MFN duty-free imports have
consistently made up a declining portion of overall
US. imports from CBERA countries.  MFN
duty-free imports peaked at 38.6 percent of the total
in 1986,15 and declined w0 22.2 percent by 1992
(1able 2-7).

GSP Duty-free Imports

Imports entered free of duty under GSP!® were
valued at $341 million in 1992—the smallest value
for GSP imports since 1987. GSP imports accounted
for only 3.6 percent of U.S. imports from CBERA
countries in 1992—the lowest share of total imports
since CBERA became effective (table 2-7)./7 Some
suppliers may have shifted from claiming GSP to
claiming CBERA in anticipation of the July 4, 1993,
expiration of GSP benefits.

CBERA Duty-free Imports

US. imporis afforded duty-free entry under
CBERA!® amounted to $1.5 billion in 1992
compared with the $576 million in 1984, the first year
of the program. CBERA duty-free imports made up a
record 159 percent of total US. imporis from
beneficiaries in 1992, more than double the 6.7
percent registered in 1984 and more than 2 percentage
points higher than the comparable ratios since 1990
(table 2-7).1°

Table 2-8 shows the leading 20 items afforded
duty-free entry under the CBERA in 1989-92.
Products are shown in terms of value and as a
percentage of total U.S. imports of these products
from CBERA countries 20 along with the principal

15 For data prior to 1989, see USITC, CBERA,
Fourth Annual Report, 1988, tabie 1-8, p. 1-8.

16 The GSP program is discussed in greater
detail in ch. 1.

17 For data prior to 1989, see USITC, CBERA,
Fourth Annuai Repori, 1988, iabie 1-6, p. 1-8.

18 Data in this chapter on CBERA show the
value of products entered free of duty less MFN
duty-free imports. However, some of thess imports
also were eligible for duty-free entry under GSP.
The daia are disaggregaied further in ch. 3.

19 For data prior to 1989, see USITC, CBERA,
Fourth Annual Report, 1988, table 1-6, p. 1-8.

20 The values of total imporis for some of these
products are listed in tabie 2-3.
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Table 2-7
U.S. imports for consumption from CBERA countries, by duty treatment, 1880-82

fam ) 1881 1882

Value (1,000 dollars, customs value)

Total IMPOMS . ..ot ci ittt i 7,525,208 8,228,366 9,425,616
Dutiable value! . .........covieiiiiiiiiiiiiaraeaieaeanannes 2,573,813 2,869,880 3,268,148
HTS0802.0080and 980200802 ... ... .............ccinnnns 520,107 681,052 863,225
HTSG8802.00.8010 ... .. .ciiiiiiiiiiianiarianinannnss 112,770 146,307 226,200
HTSE802.00.8050 .. ... ..ottt iiiiiiiiiniiianeanns 406,235 544,695 637,023
Otherdutigble .........coiiiiiiii it iiiiiiiineennes 2,083,708 2,178,828 2,405,823
Dutvfreevalued .. ... ... . . ..., 4,951,385 5,358,486 6,156,467
2 1,868,007 1,812,824 2,087,079
CBERAS ... ... .iiiiiciiiiiiiiieaeiearaaaaaas 1,022,686 1,120,887 1,488,558
HTS 8802.00.860and 8802.00.80° .............ccoveeunnnenes 1,183,325 1,418,075 777,260
HTS 9802.00.8010 .......c0vvvnuereenncannacancaneaannans 318,106 410,805 618,245
HTS 9802.00.8040 and 9802.008060 ...................... 815,542 1,007,115 1,158,839

L= = L 472,303 410,438 340888
Otherdutyfree® .. ................coiiiiiiiiiiiiiiiii., 337,042 497 451 442504
CBERA raducad duty® ... .ottt N/A N/A 28,418

Percent of total
Totalimpoms ... ...t e e e 1000 100.0 100.0
Dutiable value® ............c.cisvuinrenneneneinenanecanenaans 34.2 34.9 34.7
HTS 6802.00.60and 8802.00.802 ...........ivviiiinennnnnnn 8.8 8.4 8.2
HYS 98802008010 ...........cciiiiiriiiiinnnnannensnnnns 15 i.8 24
HTS 8802008050 ......ciiiiiinericrinernarraeneisneen 54 6.6 6.8
Gtherdutigble . ... ... . ... ittt iiiiiiiicannenns 27.3 285 255
Dutyfr@8 VBIUES ... .ottt 85.8 65.1 65.3
2 S 26.2 23.2 22
CBERAS ... .. ittt iaat et irae i i38 3.8 15.9
HTS 9802.00.60 and 9802.00.80% ........................... 153 17.2 189
HTSOB0Z.008010 .........ccciiiiiiniiiiicniennnneanns 4.2 5.0 8.8
HTS 0802.00.8040 and 8802.00.8080 ...................... 108 i2.2 i23
L] L 6.3 5.0 3.8
Otherdutyfree® ... .. ... ... ...iiiiiiiiiiiiiiiiininnnns 45 6.0 4.7
CBERAvreduced duty® .............oiiiiiiiiiiiiiiiiiiii N/A NA 0.3
1 Reduced by the duty-free value of imports entering under HTS 9802.00.60 and 8802.00.80 and increased by

the value of ineligible items that were reported as entering under the CBERA and GSP programs.

2 yvalue of Caribbean Basin-origin value added.

3 Caloulated as total imports less dutiable value,

4 Value of imports which have 2 col. 1-general duty rate of zero.

5 Reduced by the valus of MFN dﬁ-ﬁu importe and ineligible items that were misreported as entering under
the CBERA ram and the value of reduced-duty items (hamgags, luggags, {iat goods, work glovss, and lsather
wearing appars:) reporied separately above as dutiabls.

6 Value of nondutiable exported and returned U.S.-origin products or components.

- 7 Reduced by the vaiue of MFN duty-free imports and ineligible items that were misreported as entering under
the GSP program.

8 Calculated as a remainder, and represents imports entering free of duty under spacial rate provisions.

@ Value of imports of handbags, lu e, fiat goods, work gioves, and leather wearing apparei subjeci io
20-percent duty re%‘::ctions undt:??ho C%QE between 1992 an% 1996. "9 .

Note.—Because of rounding, figures may not add to totals given.
Source: Compiled from official statistics of the U.S. Department of Commercs.
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CBERA source of each product in 1992. The list
includes largely the same items as in prior years.
The import values of some items, notably aromatic
drugs, frozen concentrated orange juice2! cigareute
leaf, and electrothermic hair dryers, posted
significant gains in 1992 and became leading imports
under CBERA during the year.  Sugar (HTS
subheadings 1701.11.01, and 1701.11.02, and
1701.11.03), principally from the Dominican
Republic and Guatemala, was the top product on the
list. Sugar imporis under CBERA provisions were
up two-thirds from 1991, despite more restrictive
quota levels, because several countries were able to
expand production within their quotas.Z2 Footwear
uppers (HTS subheading 6406.10.65) ranked second.
Beef (HTS subheadings 0202.30.60 and 0201.30.60
together)?® ranked third; imports in the first of these
categories (frozen boneless beef) were down from
1991.

Fourteen of the twenty leading import items under
CBERA shown in table 2-8 posted gains in 1992,
resulting in the 33.7-percent surge from 1991 of
duty-free U.S. imports under CBERA. Notable is the
sharp increase in U.S. imports of leather footwear
uppers, inasmuch as Caribbecan suppliers have
apparently shifted their exports under CBERA to take
advantage of the new preferences accorded this item
under CBERA.2¢  Anicles of jewelry, fresh
cantaloupes, and pineapples?’ also posted gains.

The CBERA utilization ratio is calculated as the
perceniage of eligible imporis (ie., imporis not
excluded from CBERA benefits or already eligible for
MFN duty-free entry) that actually entered free of
duty under CBERA. As already mentioned, nearly all
CBERA-duty-free products also were eligible for
duty-free entry under the GSP. Nevertheless, the ratio
provides an estimate of the extent w0 which the
CBERA provisions have been used. The CBERA
utilization ratio rose substantially from 33.5 percent
in 198426 o 53.8 percent in 1987, and declined

21 imports of frozen concentraied orange juice
are discussed in greater detail in ch. 3.

22 imports of raw cane sugar are discussed in
greater detail in ch. 3.

23 |mports of beef are discussed in greater detail
in ch. 3.

24 \mports of leather footwear uppers are
discussed in greater detail in ch. 3.

25 imports of pineapples are discussed in greater
detail in ch. 3.

26 USITC, CBERA, Fourth Annual Report, 1988,
table 1-7, p. 1-10.

moderately to 466 percent in 1989. The ratio
increased again to a record 54.0 percent in 1992
(table 2-9).

Import Profiles of Leading
CBERA Countries

The Dominican Republic and Costa Rica
continued to lead the countries taking advantage of
CBERA, as they have in almost every year since ihc
program became effective in 1984, Since 1989, these
two countries collectively have been responsible for

“more than one-half of overall annual U.S. imports

under CBERA in 1992, they provided 55.9 percent of
the total (table 2-10). Four CBERA countrics—the
Dominican Republic, Costa Rica, Guatemala, and
Honduras—accounted for over three-fourths of all
CBERA imports in 1992. Appendix table B-4 lists
the leading items the United States imported under
CBERA from each of the beneficiaries in 1992.

From the beginning of the program, the
Dominican Republic has been the leading source of
duty-free imports under CBERA. Overall US.
imports under CBERA from this country surged by
349 percent to $543.1 million in 1992. The
Dominican Republic was the leading CBERA supplier
of raw cane sugar, leather footwear uppers, paris for
electrical apparatus, medical instruments, certain
jewelry items, and cigars?’ (table 2-8). Sugar, leather
footwear uppers, parts for electrical apparatus, and
jewelry were primarily responsible for the rise in 1992
of U.S. imports from the Dominican Republic under
CBERA. Dominican beef shipments to the United
States declined, however, during the year.2®

Imports under CBERA from Costa Rica, the
second-largest source of such imports in all years
except 1984, were also up in 1992, rising by 18.1
percent to $294.8 million. Costa Rica was the leading
CBERA supplier in 1992 of fresh or chilled beef,
cantaloupes, pineapples, melons, fish, baseballs and
softballs, electrothermic hair dryers, and ethyl alcohol
(table 2-8).2

In 1992, Guatemala and Honduras were the third-
and fourth-ranking Caribbean sources, respectively, of
US. imports under CBERA, as they had in the

27 gee ch. 3 for additional information on cigar
imports.

28 g5gg ch. 3 for additional information on sugar,
jeather footwear uppers, and beef imports.

29 5ge ch. 3 for additional information on
pineapple and ethanol imports.
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Tabile 2-8
U.S. imports for consumption: CBERA eligibliity and utiiization, 1988-82

1888 iéss 1990 1881 1882

Eligible duty-free

under CBERA

(1,000 doliarsjt ............. 1,559,577 1,845,185 2,138,701 2,272,420 2,818,213
Duty-free under ?BERA

,000 doligrsfF ............. 790,841 805,762 1,022,686 1,120,897 1,488,556

CBERA utilization ratio

(percentP .................. 50.72 46.56 47.77 48.67 §3.15

1 Calculated as: total CBERA im gorts {table 2-7) minus imports not eligible for CBERA duty-ree entry (table 2-5)
minus MFH duty-free imporis (iable

2 From table 2-7.

3 Uiilization ratio = (entsred duty-ires entries/sligible entries) * 100.
Note.—For data for years not shown, see USITC, CBERA, Third Annual Report, 1987, table 1-8, p. 1-9.
Source: Caloulated from official statistics of the U.S. Department of Commercs.

Tabie 2-10
U.S. imports for consumption from CBERA countries, customs value of duty-free imporis by
designated country, 1988-32

(1,000 dollars) ,

HBenk Country 1988 ig8e 1980 1881 188z
1 Dominican Republic ........ 242,545 299,174 311,075 402,507 843 124
2 CostaRica ................ 141,076 180,756 218,380 249,553 284,603
3 Guaiemala ................ 77.256 112,627 184 205 137,157 189,849
4 Honduras ................. 56,181 §2,648 67.851 80,464 112,511
5 Bahamas ................. 10,682 Q088 8,578 10,852 23,324
6  Jamaica .................. 42,023 51,543 £0,68¢2 60,080 48,154
7 Tnmdad and Tobago ........ 41,939 32,389 38,274 26,542 44 895
8 Nicaragual ... ... ....... & ) 174 16,849 40,018
] EiSelvador ................ 22,1 27, 606 28,313 30,041 27.075
10 Panama?.................. 9,717 12,344 17.417 23,753
ii Balize .......cciiiiiii... 18,8486 i4, 18,566 5,445 23,733
12 Haiti ... iiiiiiiiiennnns 83,310 67.548 83,793 50,053 17,277
13 Barbados ................. 19,125 14, 851 15,188 15,728 15,478
14 St.Kittsand Nevis .......... 8,417 14,033 10,138 5,857 14,172
is St.hucia .................. 3,007 2,871 3,552 3195 . 3,835
16 Netherlands Antilles ........ 2,804 2,530 4,518 s, 1241 2,964
17 GUYaRE ......cocvieninnns i3 2.769 521 508 1,202
i8 Grenada .................. 118 2,201 2,808 1,307 1,081
19 Dominica .. ... eeeeaeaaenn ass 844 1,330 i 365 1,008
20 Antiqua ................... 258 2,310 875 ‘548 324
21 St. Vincent and Grenadines .. 8,880 5,842 1,817 140 165
22 British Virgin lslands ........ s8 i38 187 52 68
23 Montserrat ................ ii8 g5 0 0 43
24 Aruba ... ... ... o (1] 4 o 10

Total . .oiiiiieeee 780,841 @05,762 1,022,888 1,120,697 1,408,556

1 Nicaragua was designated as a beneficiary effective Nov. 8, 1980.
2 panama lost its beneficiary status effective Apr. 8, 1988, and was reinstated effective Mar. 1990.
3 Not applicable.

Note.—Figures may not add to the totals given due to rounding.

Source: Compiled from official statistics of the U.S. Depariment of Commerce.
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2 prior years. Imports from Guatemala, which
declined in 1991, recovered to a record $189.6
million in 1992, owing to sharp increases in imports
under CBERA provisions of sugar and cigaretie
leaf3® CBERA imports from Honduras, led by
rising imporis of beef, also continued to grow
vigorously. Such imports, which increased by 39.8
percent in 1992, reached $112.5 million. Honduras
became the leading source of frozen beef imports
under CBERA, replacing Costa Rica.

Most notable during the year was the surge of
CBERA imports from The Bahamas, from $10.7
million in 1991, to $93.3 million in 1992. Aromatic
drugs derived from carboxylic acids (HTS subheading
2918.90.30,) accounted for more than four-fifths of
the total; 214 percent of these imporis received
CBERA ftreatment for the first time in 1992. Due ©
aromatic drug imports from The Bahamas, that
country advanced to fifth rank in 1992 as a CBERA
beneficiary, replacing Jamaica. In 1991, The
Bahamas ranked only 12th in terms of its shipments
under CBERA provisions.3!

In contrast to increasing CBERA imports from the
five top-ranking beneficiaries, U.S. imports from
Jamaica continued to decline in 1992. Imports totaled
$48.2 million, down from over $60 million in both
1990 and 1991. In the carlier years of the CBERA
program, Jamaica was the leading Caribbean source of
ethyl alcohol. In 1992, however, imports of Jamaican
ethyl alcohol dropped to $8.7 million, about one-third
of their 1991 value, as the country’s major refinery,
Tropicana, ceased production, and the output of other

30 jmports of beef from Guatemala continued to
decline, however. imporis of frozen beei dropped io
some one-half of their 1881 value.

31 Total imporis of aromatic drugs from The
Bahamas increased from £306 million to $368 million
or 20.0 percent in response to accelerated buying by
certain U.S. pharmaceutical companies. All imports
of this #em entered duty-free during 1992, either
under CBERA, GSP, or a temporary reduction in duty
to free under HTS heading 9802.28.22. The
Bahamas’ rank as a CBERA supplier had been
subject to major fluctuations before, dus fo surges
and declines in their shioments of pharmaceuticals 1o
the United States under the program. For example,
in 1087, The Bzhamas was the 3d-ranking CBERA
supplier, but had ranked only the 11th in 1988.

suppliers declined for different reasons.32  Given
these problems, ethyl alcohol exports from Costa
Rica made that country the leading Caribbean source
of this product (table 2-8).

In 1992, imponts from Trinidad and Tobago, the
seventh-leading source of impornts under CBERA,
reached a record $44.7 million, surging from $26.5
million in 1991 Imporis of all leading
CBERA-cligible items from Trinidad and Tobago
increased during the year—steel bars and rods,
methanol (methyl aicohol), and raw can¢ sugar
(appendix tabie B-4).

Imports of fresh and frozen beef from Nicaragua
made that country the eighth-ranking source of overall
U.S. imports under CBERA in 1992. Certification of
three plants to export meat to the United States
allowed Nicaragua to ship beef to the U.S. market for
the first time during the year. Imports from El
Salvador, the ninth-ranking beneficiary, declined from
$30.0 million in 1991 to $27.1 million in 1992, due
principally to plummeting imports of ceramic
dielectric  fixed capacitors (HTS  subheading
8532.24.00). Panama ranked 10 in 1992 as a CBERA
supplier. Imports from Panama under CBERA
increased 36.4 percent to $23.8 million.

Among the remaining CBERA countries with
smaller shipments under the CBERA, notable was the
quadrupling of imports from Belize to a record $23.7
million during the year under review. Frozen
concentrated orange juice (HTS subheading
2009.11.00),3% which accounts for two-thirds of all
U.S. imports under CBERA from Belize, was
responsible for this surge. The sharp increase in
orange juice shipments was made possible by Belize’s
recovery from its poor citrus crop harvest in 1991. In
1992, frozen orange juice, all of which entered the
United States under CBERA, became a leading
CBERA import item, with Belize as its principal
Caribbean supplier.

The U.S. embargo on most trade with Haiti in
effect since October 1991, and that country’s
continuing economic deterioration, displaced Haiti
from its status as the Sth-leading source of imports
under CBERA in 1990 and the 6th in 1991 to 12th
rank during the year under review.3* Imports from

32 For 1991 data, see USITC, CBERA, Seventh
Annual Report, 1991, table B-4. Imports of ethanol
from CBERA countries ars discussed in mors dstail
in ch. 3.

33 imports of orange juice are discussed in
greater detail in ch. 3.

34 Haiti's status as a CBERA beneficiary is
discussed in ch. 1.
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Haiti plummeied from $50.1 million in 1551, ©
$17.3 million.35 Imports of baseballs and softballs
continued to decline from $12.5 miilion in 1991
$3.6 million in 1992 (appendix table B-4), as Haiti
lost its status to Costa Rica as the principai CBERA
source of these items (table 2-8).

Other notable shifts in CBERA import patierns
involve St. Kitis and Nevis. Duty-free imporis under
CBERA from that country dropped significantly in
1991, but they recovered in 1992, rising 0 a record
$14.2 million. By contrast, CBERA imports from the

Netherlands Antilles dropped from $5.2 million o

$3.0 million. Imporis from Barbados, the 13th-largest
CBERA supplier, remained between $15 and $16
million for the third consecutive year as that country’s
economy continued to perform pooily.

35 puty-free imports under CBERA from Haiti
have been on a decline since peaking in 1988 at
$83.3 million. For additional information, see USITC,
CBERA, Fourth Annual Report, 1888, table 1-10,

p. i-i4.

2-18

Imports From

Nondesignated Countries

Imporis from nondesignated Caribbean countries
dropped to $63.2 million in 1992, down 15.7 percent
from 1991 and 83.5 percent below their 1989 high
point of $383.1 million (table 2-1).3¢ Imports from
Suriname, the largest source of U.S. imports in this
group, and from the Cayman Islands, the
second-largest, continued their long-term decline.
Imporis from Anguilla (principally rhodium,
palladium_ and transmission gpparats), which rose by
more than 500 percent in 1991 compared o 1950,
returned to earlier levels. The only nondesignated
Caribbean source of rising imposts was the Turks and
Caicos Islands.

36 The 1989 high point was a result of the
temporary inciusion of Panama in the nondesignated
group, due to that country’s loss of CBERA benefits.
Panama was suspsnded from CBERA sligibility on
Aoril §, 1988, for lack of full cooperation wih the
United States in preventing exports of illegal
narcotics. Panama was reinsiated io the program
effective Mar. 17, 1830.
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CHAPTER 3
Impact of CBERA in 1992

Since it was implemented in 1984, the CBERA
has had a minimal economic effect on the overall
economy of the United States. In each year between
1984 and 1992, the value of CBERA duty-free US.
imports was equal to less than 0.03 percent of US.
gross domestic product (GDP). The total value of
imports from CBERA countries  remained
small—amounting to 1.8 percent of total U.S. imporis
in 1992,

This chapter presents estimates of the net welfare
effects of CBERA on the U.S. economy in 1992. The
first section describes the leading U.S. import that
benefited from CBERA in 1992. The second section
discusses how the analytical approach used here
measures the net welfare effects of CBERA in 1992.
The third section discusses quantitative estimates of
CBERA impact in terms of net welfare and domestic
output, leading to the conclusion that the economic
impact of CBERA imports on the U.S. economy was
minimal again in 1992.

Products Most Affected
by CBERA

This chapter defines imports benefiting from
CBERA as products that are not excluded by the
CBERA,! or that otherwise would not have entered
the United States free of duty ecither at
most-favored-nation (MFN) rates or under the
Generalized System of Preferences (GSP).2 However,
this definition includes imy that exceeded the GSP
competitive need limits’> and were eligible for

1 tems excluded from duty-free entry under
CBERA are summarized in table 1-2.

2 pAFN tariff treatment and the GSP program are
discussed in greater detail in ch. 1.

3 A country loses GSP benefits for a product
when U.S. imports of the product exceed either a
specific annually adjusted value or exceed 50
percent of the value of total U.S. imporis of the
product in the preceding calendar year—the so-called
“competitive need” limits. Sec. 504(c)(1) of the Trade
Act of 1874, as amendsd.

duty-free entry under CBERA.4 Since the inception
of the program, U.S. imports that benefited from
CBERA have accounted for a very small portion of
total U.S. imports from CBERA countries.

Between 1991 and 1992, the value of imports that
would not have entered duty free, or under reduced
duties, without the CBERA increased by 25 percent
from $515 million to $645 million (table 3-1). Such
imports made up 6.8 percent of iotal U.S. imports
from CBERA countries in 1992, a modest increase
from 6.3 percent of total imports in 1991.

Leading products that were identified in previous
annual CBERA reporis as benefiting from CBERA
between 1984 and 1991 continued to rank among the
leading products benefiting from CBERA in 1992.
Beef, pincapples, frozen concentrated orange juice,
and rum consistently have ranked among the leading
items benefiting from CBERA since 1984. Raw cane
sugar from the Dominican Republic also ranks as one
of these leading products during the past 9 years, with
the exception of 1989, a year when it also was eligible
for GSP duty-free entry. Ethyl alcohol ranked as one
of the leading items benefiting under CBERA in each
of the past 8 years. Table 3-2 presents the leading 30
eligible items, on an 8-digit Harmonized Tariff
Schedule (HTS) subheading basis, imported under
CBERA, but which were not GSP-eligible (except
those that had exceeded the competitive need limits)
or MFN free rates of duty.’

4 CBERA has no competitive need limits. Thus
eligble producis that are excluded from duty-free
entry under GSP because their competitive-need
limits have been exceeded can still recsive duty-iree
entry under CBERA.

S The first CBERA report analyzed the effects of
the one-time duty change in 1984 and identified
those products most affected by the CBERA. The
products that were identified as most likely to benefit
from the duty elimination in 1984 were selected from
a 1983 list of the leading U.S. dutiable imports from
CBERA bensficiary countries. In addition, import
data from years prior to 1983 and actual leading
CBERA duty-free imports from 1984 and 1985 were
examinad to construct the list of most affected

31



Table 3-1
Customs vaiue of products that benefited from CBERA duty elimination and reduced duties, 1990-92

ttem , 1990 1991 1992
ltems benefiting from CBERA!!

Value (milliondoliars) ...............c.ccoiiiiiiiiiiaiiiin, 422 515 845

Percentoftofal ... .........iiiiiiinninenininnreanennnnn 5.6 6.3 6.8
items entered under CBERA:2

Value (milliondollars) ...................coiiiiiaiiiiiinn 1,022 1,121 1,488

Parcentoftotal ... ... i i e 136 13.8 15.8
Total CBERA country imporis:

Value (milliondollars) ........... ...l 7,525 8,228 9,426

1 CBERA duty-free and reduced-duty imports excluding items that are MFN duty-free and eligible for GSP
d -fr:he tgsatemn)t (except imports that exceeded GSP competitive-need limits and were eligible for duty-free entry
under the .

2 CBERA duty-free and reduced duty imports less MFN duty-free imports and ineligible items.
Source: Estimated by USITC staff from official statistics of the U.S. Department of Commercs.

Table 2-2
C.1i. value of leading Imporis that benefited from CBERA duty provisions In 1882
{1,000 dollars)
CBERA-

HTS beneficlary
sishheeding Description imports
6406.10.651 Footwear uppers, other than formed, of leather ..................coooeiiiinen.. 134,252
0202.30.60 Frozen boneless beef, exceptprocessed ................ciiiiineiciiinan, 72,659
0201.30.60 Fresh orchillsd boneless beef, excaeptprocessed ....... ... ..o 58,745
0$804.30.40 Pineappies, fresh, NCrates OrPacKEEes ... ..ocvirer e i tiiiieicenaanas 38,048
1701.11.01} Cane sugar entered in pursuUant O RS PrOVISIONS ..........covvereeeiinineinenes 27,710
2207.10.80 Undenatured ethyl alcohol, for nonbeverage purposes ..................covnnn 25,283
2009.11.00 Frozenconcentrated Orange JUSE ... ... ..ovtirrennenneneeeineaacaneanasnnnns 24,250
2402.10.80° Cigars, cheroots, and cigarilios valued 23 centsormoreeach ................... 22824
2401.10.80 Cigarette leal, nOISIBMMEd . ...........covniieiiriueieeitiiintieeieneanss 21,388
1701.11.022 Cane sugar used to produce polyhydricalcohols ...l 20,437
9018.90.80" Medical, surgical, and dental instruments and appliances ....................... 19,979
7213.31.30 lrregularly wound coils of hot-rolled rod containing < 0.25%carbon ............... 17,079
2401.20.80 Tobaceo, partly orwholly stemmed .. ... ... il 16,205
0710.80.97 Frozen vegetables (asparagus, broocoli, and other), reducedinsize .............. 13,667
8533.40.00 Electrical variable resistons . ... .. ..ottt ittt i 13,441
4203.10.40% Articles of leather apparel . .............c...coiiiiiiiiiiiieiiiaiiineeiaeinenn. 11,532
8533.21.00 Electrical fixed reqiSIONS ... ... ... .0iiiiiiiucnneenerineinaranraneeniciaeans 10,459
4202.12.80° Luggage with outer surface of textile material .....................cooeiiiiiiin 7,495
0503.10.60 Bosas, fre8h Ol .. ... . ittt e iaas e 7,387
2208.40.00 RUM @NA 188 ... .evvieine e it iiiatieiiaanasranraaan i 6,889
€204 38.80 Women's or girls’ suit-type jackets andblazers ....................cooiiinnnn 5,388
2005.40.40 Pineaople juics, conCenifEied ... ... ... ...ociiiiiiiiiiiiaiiitiiiar e 5,255
$111.10.00 Watchcasesofpreciousmetal ........... .o iiiiieiinriniieactinneianeens 4,435
0710.80.707 Frozen vogetabas (carrots and other), not reducedinsize ...................... 3,98t
0804.40.00 Avocados, freshordried . ... ... ... .. i 3,877
2402.10.60 Cigars, cheroots, and cigarilios valued between 15and 23 ceniseach ............ 3,331
7214.40.00 Hot-rolled bars and rods containing <0.25%carbon ...............c.oviinin 3,283
7317.00.55 Nails, tacks, and corrugated nails .............ccoiieiiiiiiiiiiiiiiiiee 3,226
0802.90.80 Shellad NULS, MBS . oviirttintee e ieneeceaiianeeeensanenaneanansacens 3,188
7213.41.30 Irregularly wound coils of hot-rolled rod containing

between 0.25% and 0.6% CarboN . .........oiiiiiiiiiiiiiiieiiaaiaiiienan, 2,999

1 kems benefiting from CBERA duty-iree treatment from the Dominican Republic that were not GSP sligible
during all or part of 1992. The dates when these items were not GSP-oligiblo during 1992 were as follows:
sugar-Jan.1-Jun. 30; cigars-Jan. 1-Dec.31; footwear uppers~Jan. 1-Dec. 31; and medical instruments-Jul. i-Dec. 31.

2 ftems benoﬁlin%from CBERA duty-free treatment from Guatemala that were not GSP eligible during all or part
of 1992. The dates when these items were not GSP eligible during 1992 were as follows: frozen vege! s~Jan.
1-Jun. 30 and sugar-Jul. 1-Dec. 31. Value for sugar may overstate actual sugar imports benefiting from CBERA duty
provisions because of sugar re-exported under the U.S. sugar re-export program.

3 ftems subject to 20-percent duty reductions under the CBERA between 1992 and 1996.

Source: Estimated by USITC staff from official statistics of the U.S. Department of Commercs.
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As discussed in the preceding definition,
GSP-eligible products were not considered t0
contribute to the effects of the CBERA and thus are
excluded from the analysis in this chapter because
they could have received duty-free entry even if
CBERA benefits had been eliminated. However,
certain GSP-cligible products from the Dominican
Republic and Guatemala exceeded the competitive
need limits during part or all of 1992 and
consequently lost their GSP-eligibility for all or part
of the year, and thus are included in the analysis in
this chapter.S These six products’ were cigars, raw
cane sugar, leather footwear uppers, and medical
instruments from the Dominican Republic® and raw

S—Continusd
products. For further discussion, see U.S.
International Trade Commission (USITC), Annual
Report on the Impact of the Caribbean Basin
Economic Recovery Act on U.S. industries and
Consumers. Hereaitsr in series CBERA, First
Annual Report, 1984-1985 USITC publication 1897,
Sept. 1986, pp. 2-2 to 2-4.

6 imports of aromatic drugs derived from
carboxylic acids (HTS subheading 2918.80.30) from
The Bahamas also excesded GSP compstitive nead
limits during 1992 and were entered under CBERA.
However, this ilem also was subject to a temporary
reduction in duty to free under HTS heading
8902.29.22, and, therefore, was not included in the
analysis in this chapter of items that benefited from
CBERA.

7 The analysis in this chapter considers imporis
of these six products only for the periods when these
items from the Dominican Republic and Guatemala
were not GSP-sligible in 1982,

8 Raw cane sugar (HTS subheading 1701.11.01)
from the Dominican Republic was not GSP-sligible
and entered free of duty under CBERA between Jan.
1 and Jun. 30. On Jul. 1, the Dominican Republic
regained GSP eligibility for raw cane sugar;
consequently, only imporis of raw cane sugar from
the Dominican Republic entered between Jan. 1 and
Jun. 30 are included in this analysis. The dates
when the other imports from the Dominican Republic
were not GSP-eligible in 1952 were as follows:
cigars~Jan. 1 through Dec. 31, footwear uppers~Jan.
1 through Dec. 31, and medical instruments, Jul. 1
through Dec. 31.

cane sugar® and certain frozen vegetables from
Guatemala.!0

Leading Imports Under
CBERA in 1992

Recent industry highlights follow of the seven
leading eligible items that benefited from CBERA in
1992:  leather footwear uppers, beef and veal,
pineapples, raw cane sugar, ethyl alcohol, frozen
concentrated orange juice, and cigars.

Leather Footwear Uppers

U.S. imports of unformed leather footwear uppers
under the CBERA increased sharply in 1992,
reflecting larger shipments from the Dominican
Republic. A number of U.S. producers of leather
dress and casual shoes use the Dominican Republic as
a low-cost supplement to domestic manufacturing to
compete with Asian products in the US. market.
Duty-free imports of these uppers under CBERA rose
in 1992 by 68 percent in quantity and 87 percent in
value over their 1991 levels, to 10.5 million pairs
valued at $134 million. This increase did not lead,
however, to an equivalent expansion in total (dutiable
and duty-free) imports of these uppers from CBERA
countries, which, by comparison, increased only
12 percent by volume and 25 percent by value, to 11.8 -
million pairs valued at $154 million. The following
tabulation shows the c.if. value and volume of
imports of unformed leather footwear uppers in 1991
and 1992:

2 All raw cane sugar imports (HTS subheading
1701.11.02) from Guatemala may not have benefited
from CBERA duty-free entry because, under the U.S.
sugar re-export program, importers may claim a duty
drawback upon re-export of the sugar after it has
been refined or is included in a sugar-containing
product. Therefore, the value for this item in table
3-2 may overstate the amount that actually benefited
from CBERA.

10 The dates when the imports from the
Guatemala were not GSP-eligible were as follows:
frozen vegstables~lan. 1 through Jun. 30, and raw
cane sugar-Jul. 1 through Dec. 31.
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World ....... e e
CBERAGOUMIIGS ... ....c.oviniiniiiiiiiieanene
Dominican Republic .......cccvviievinnrneraeiaiiiins

CBERA duty-iree

OB ..oiiiieiieiineeeereosoanaaasossssnasssnennses

CBERAcountries ..............

Dominican Republic
CBERA duty-ires

....................................

Dominican Hepublic - CBERA duty-free ................

....................................

Dominican Republic - CBERAdutyfree ................

3881 1882

1,000 goliars
................ 225,870 266,845
................ 123,047 154,184
................ 118,325 153,421
................ 71,736 134,252
................ 71,117 134,252
1,000 pairs
................ 21,827 24,542
10,524 11,782
10,048 11,737
................ 6,281 106,528
................ 8,139 10,528

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

Duty-free imports under the CBERA (all of which
came from the Dominican Republic) accounted for
half of the total value of U.S. imports of unformed
leather uppers and 43 percent of the total volume in
1992. U.S. imports of unformed leather uppers from
all countries rose 18 percent by value and 12 percent
by volume over the period, to $267 million and
245 million pairs. Imporis from the Dominican
Republic that entered free of duty under CBERA
accounted for 88 percent by value and 90 percent by
volume of total imports of leather uppers from that
country.

Beef and Veal

U.S. imports of fresh, chilled, or frozen beef and
veal (HTS subheadings 0201.30.60 and 0202.30.60)
under CBERA decreased from $139.3 million in 1991
o $1314 million in 1992, or by 26 percent!!
Imports of all quota-type meais!? (which includes
fresh, chilled, or frozen beef and veal) under CBERA
declined from 136.2 million pounds (product weight)
in 1991 to 112.7 million pounds in 1992, or by
17 percent. 13

11 Compiled from official statistics of the U.S.
Depariment of Commercs.

12 imponts of certain agricultural producis,
including besf and veal, are subjeci io quotas fo
support U.S. domestic prices. The President's
authority to impose quotas on imports of beef, veal,
mution, and goat meat is provided in the Meat Import
Act of 1979 (Public Law 96-177, approved December
31, 1979, 93 Stat. 1291, as amended by sec. 301 of
Public Law 100-449, spproved September 28, 1988,
102 Stat. 1851, 18 U.S.C. 1202.

13 All statistics concerning the quantity of U.S.
imports of quota-type meats were derived from “U.S.
Customs Service Monitoring of Meat Subject to the
Meat Import Act of 1979,” report to the U.S.
Department of Agriculture (USDA), Foreign
Agricultural Service (FAS).
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The 23.5-million pound decline in imports under
the CBERA during 1992 was equivalent to less than
0.1 percent of U.S beef and veal consumption {246
billion pounds)!4 during that year. Because of this
small share of the U.S. market, increased imports
from CBERA countries likely had little overall effect
on the U.S. beef and veal sector or on U.S. con-
sumers.

Duty-free imports of quota-type meats under the
CBERA contracted most sharply from the Dominican
Republic, declining by 63 percent, from 35.3 million
pounds in 1991, to 13.1 million pounds in 1992.
Three Dominican plants that had been certified by the
U.S. Secretary of Agriculture to export meat to the
United States closed in 1992, one for sanitary reasons
and two for financial reasons.!’

Imports from Guatemala declined by 50 percent,
from 29.1 million pounds in 1991, to 14.5 million
pounds in 1992. One plant that was certified to
export meat to the United States was decertified for
health and sanitary reasons in December 1992, and
another was closed for health and sanitary reasons
between August 10, 1992 and mid-November 1992.16

Imports from Costa Rica declined by 30 percent,
from 46.1 million pounds in 1991 to 32.5 million
in 1992. U.S. Department of Agriculture
(USDA) officials reported that a growing economy
and rising consumer income in Costa Rica contributed
to increased domestic demand, relatively high prices,
and decreased meat exports.!?

4 USDA, Economic Research Service (ERS),
Livestock and Poultry Siuation and Outiook Report
(LPS-58), Feb. 1983, p. 29

5 USDA, FAS, Livesiock - First Quarier Repori
(DR 3001), Jan. 30, 1933. .

16 USDA, FAS, Livestock - First Quarter Report
(GT 3002), Feb. 1, 1993.

17 USDA, FAS, Livestock - First Quarter Report
(CS 3001), Feb. 1, 1993,



Increased imports from Nicaragua, El Salvador,
and Honduras partially offset the decline in meat
imports from other CBERA countries. No Nicaraguan
plants were certified to export meat to the United
States in 1991,18 however, one plant was certified on
April 4, 1992, and two additional plants were certified
on August 10, 1992.1% In 1992, Nicaraguan exports
of quota-type meats to the United States totaled 14.3
million pounds.

Duty-free imporis of quota-type meats under
CBERA from EI Salvador, which shipped no meat 0
the United States in 1991, rose to 3.1 million pounds,
and from Honduras, from 25.7 million pounds to 35.3
million pounds, respectively in 1992. Increased
imports from Honduras may have resulted from the
imposition in 1992 of Mexican tariffs of 20 to 25
percent (depending on the type of meat), possibly
prompting Honduran exporters to shift their focus to
the U.S. market. Also, the USDA reported that
CBERA meat producers may have sought to market
more of their products in the United States because of
relatively higher prices available in Miami and Puerio
Rico in the fourth quarter of 1992.20

Imports of quota-type meats from CBERA
countries compete for U.S. market share primarily
with imports from Australia, New Zealand, and
Canada. Imporis of quota-type meats from all
countries rose from 1,496 million pounds in 1991 ©
1,591 million pounds in 1992, with imports under the
CBERA accounting for 9 percent and 7 percent of the
respective totals. Imports from Australia and New
Zealand increased from 1,187 million pounds in 1991,
to 1,206 million pounds in 1992, accounting for 79
percent and 75 percent of US. imports of the
respective totals.2! Imporis from Canada increased
from 166 million pounds to 267 million pounds in
1992, comprising 11 percent and almost 17 percent of

U.S. meat imports, respectively.22

18 YSDA, Food Safety and Inspection Service
(FSIS), Foreign Countries and Plants Certified io
Export Meat and Poultry to the United Statss, Mar. 1,
1992.

2 Ibid.

20 (JSDA, FAS, Livestock - First Quarter Report
{HO 3002), Feo. 1, 1883,

21 imponts of beef and veal from Australia and
New Zealand were subject to voluntary resiraint
agreements (VRAs) negotiated in June 1982.

22 For more information on U.S. imports of besf
end veal from Canada, see USITC, Live Cattle and
Beef: U.S. and Canadian Industry Profilss, Trade,
and Factors of Competition (investigation No.
332-328), USITC publication 2591, Jan. 1993,

Pineapples

US. imports of fresh pineapples (HTS
subheadings 0804.30.20 and 0804.30.40) under
CBERA increased 6 percent in  gquantity and
10percent in value from 1991 to 19922 Total
duty-free imports under CBERA of fresh pineapples
rose from 79,423 metric tons (m{) in 1991, w0 84,091
mt in 1992, valued at $35 million and $38 million,
respectively.

The rising value of U.S. pineapple imports reflects
both higher fresh pineapple prices and increased U.S.
consumption. The U.S. import unit value of fresh
pineapples from all countries increased by 3 percent
from $348 per metric ton in 1991, to $359 per metric
ton in 1992, The CBERA countries supplied about
94 percent of U.S. fresh pineapple imporis in 1992.
Fresh pineapple imports from the CBERA countries
supplied about 50 percent of US. domestic
consumption in 1991 and 1992.24

Hawaii is the main source of U.S. domestic
production, although there is minor cultivation of this
crop in Puerio Rico. U.S. domestic production of
pineapples for the fresh market increased 4 percent
from approximately 113,500 mt in 1991, to 118,000
mt in 199225 Nonectheless, 1992 production was 4
percent lower than the 1987-91 average annual
production of 123,000 mt. However, total US.
pineapple production (for both the fresh market and
for processing) fell from 598,000 mt in 1988, o
499,000 mt in 1992, as the processing industry in
Hawaii declined.

Transportation costs tend to limit competition
between U.S. and CBERA pineapples in the US.
market. Nearly all pineapples imported from CBERA
countries are markeied in the Eastern and Midwestem
areas of the United States, while most pineapples sold
in the Western part of the United States are from
Hawaii. In addition, fresh pineapples from Mexico
can be found in the Southern and Central parts of the
United States. '

In contrast to duty-free entry for pineapples from
CBERA countries, imports of fresh pineapples from
Mexico are subject to a $0.0064 per kilogram duty
when imported in bulk (under HTS subheading
0804.30.20), and to a $0.0131 per kilogram duty when

23 Compiled from official statistics of the U.S.
Department of Commerce.

24 Compiled from official statistics of the U.S.
Department of Commerce and the Hawaiian
Agricultural Statistics Service.

25 Compiled from official statistics of the Hawaiian
Agricultural Statistics Service.



imporied in crates and packages (HTS subheading
0804.30.40). This tariff differential between bulk
and crates or packages is small relative to the price
premium paid for pineapples in crates or packages,
which tend to be sorted by size and quality. Mexican
pineapple production comes mostly from small
growers in its southern regions who generally lack
access o0 the transporiation and storage facilities
necessary to ship o the United States in packages or
crates. As a result, Mexican exports to the United
States are primarily shipped in bulk to Texas for
final sorting and packaging.

The elimination of U.S. tariffs on Mexican
pineapples under NAFTA likely would have litle
impact on imports under the CBERA. U.S. tariffs are
already low relative cither to the value of fresh
pincapples (roughly 5 percent ad valorem equivalent)
or to the price premiums paid for high-quality,
plantation-grown pincapples from the CBERA
countries.

Raw Cane Sugar

U.S. imports of raw cane sugar (HTS subheadings
1701.11.01, 1701.11.02, and 1701.11.03) from
CBERA countries increased 79 percent in gquantity
and 65 percent in value from 1991 to 1992. Total
duty-free imports from CBERA countries rose from
347,000 metric tons raw value (mtrv) to 623,000 muv
in 1992, valued at $129 million and $213 million,
respectively.  Increased sugar imports under the
CBERA occurred despite a 34-percent decrease in the
U.S. sugar quota from 2,098,268 muv in quota year
1990-91 to 1,383,358 mirv in quota year 1991-92.
The decreased quota amount reflects increased US.
sugar production and higher U.S. sugar stocks. US.
imports of sugar generally are subject to a tariff rate
quota.26

The tariff rate quota allows a specified amount of
sugar to be imported into the United States during a
set period of time at a duty of 0.625 cent per pound
(the low duty rate).?’ A wariff of 16 cents per

26 The authority for the tariff rate quota derives
from additional U.S. note 3 in ch. 17 of the HTS.
The tariff rate quota was announced in Presidential
Proclamation 6174, September 13, 1990, Weekly
Compilation of Presidential Documents, September
14, 1990, p. 1367. The tariff rate quota also applies
to HTS #tems 1701.12.01, 1701.91.21, 1701.99.01,
1702.80.31, 1806.10.41, and 2108.80.11.

27 imports enter under HTS subheading
1701.11.01. Sugar imports at the low duty rate are
aliotiad to the traditional sugar supplying countries
based on their historical shipments to the United
States.
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pound applies 0 imports exceeding the specified
amount during the designated period?® (the high duty
rate).2®

Duty-free imporis from most CBERA countries
are restricted either t0 a maximum based on GSP
competitive need limits® or, if the country so
requests, specific absolute quotas. Duty-free imports
from the Dominican Republic, Guatemala, and
Panama are subject 0 statutory maximum absolute
quotas3! However, in recent years the tariff-rate
guoia has been below the GSP competitive need
limits, making the GSP limits applicable only to
imports of sugar for re-€xport.

Because the tariff-rate quota system operates on a
noncalendar year basis, comparisons of calendar year
data may not reflect actual import trends. This was
the case for calendar years 1991 and 1992, when
imports of CBERA sugar rose from calendar year
1991 o calendar year 1992 despite a 35-percent
decrease in actual quota-year imports, from 724,207
mtrv in quota year 1990-91 to 471,663 muv in
1991-92. Calendar year CBERA sugar imports for
1992 were greater than they were in 1991 panly
because 17 percent (value) of the quota year 1990-91
CBERA sugar imporis entered the United States
during 1990 as compared to only 2 percent of quota
year 1991-92 imports entering in 1991. Moreover, the
increase in CBERA sugar imports occurred at the
same time GSP sugar imports from these countries
declined from $76 million in 1991 to $62 million in
1992

Barbados, Haiti, and Nicaragua were the only
CBERA countries from which imports fell
significantly short of their quotas for 1991-92. Sugar
production in Barbados, which also did not ship any
of its U.S. quota allocation during the 1990-91 quota
year, currently is at a very low level, as compared

28 jmports enter under HTS subheading
1701.11.03. HTS subheading 1701.11.03 does not
have a special duty rate for CBERA or GSP
countries.

22 Consequently, any increass in overall US.
imports of sugar is the result oi—(1) an increase in
the amount of sugar allowed entry at the low duty
rate; (2) countries with low duty allotments utilizing a
larger percentage of their allotment than in the
previous year; (3) imports in excess of the low duty
quota, for which the higher duty is paid; or (4)
countries using part of the previous ysar's unfilled
aliocation during a new quota year.

30 GSP competitive need limits are discussed in
more detail in footnote 3 above.

31 Sec. 213(d), CBERA, as amended.



with a few years ago, because of a faliering
domestic industry that is heavily in debt. In
Nicaragua, a 3-week strike during March (the peak
harvest month) crippled sugar production in 1992.32
Meanwhile, imports from Haiti have been banned
since the October 1991 U.S. embargo on that
country.

The 199293 U.S. low duty allocation was
originally 1,360,123 short tons raw value (strv), but
on May 11, 1993 the quota period was exiended
through September 30, 1994, and the new low tariff
allocation for the exiended guota period was sei at
2,500,041 strv. CBERA countries received 37 percent
of the quota aliocations. The changed quota amount
again stemmed from increases in US. sugar
production and high U.S. stocks.

Sugar imports from CBERA countries have
almost no effect on U.S. consumers because the US.
sugar program maintains a minimum processor price
for raw cane sugar and a support price for beet sugar.
These maintained prices support the US. sugar
industry when downward price changes caused by
imports might hurt the domestic producers. At the
same time, the U.S. sugar quota guarantees CBERA
producers a high-priced market for certain amounts of
their sugar.

Ethyl Alcohol

U.S. imports of ethyl alcohol (ethanol) for
nonbeverage uses (HTS subheadings 2207.10.60 and
2207.20.00) under the CBERA were $25.3 million in
1992, a 25-percent decrease from 1991 imports of
$33.7 million. These duty-free imports are made up
almost wholly of imports intended to be used as an
additive in gasoline. In terms of volume, US.
imports decreased 36 percent from 124 million liters
in 1991, to 80 million liters in 1992.

Sugarcane is the major indigenous feedstock used
in the production of Caribbean Basin fuel ethanol.
Ethyl akcohol production is influenced by the sugar
production and the world price of sugar and molasses
(a product of sugar).  Additionally, relatively
inexpensive imported feedstocks, such as wine-based,
partially distilled hydrous ethanol, are available,
particularly from the European Community, but the
United States imposes feedstock content requirements
on duty-free imports of ethyl alcohol from CBERA
countries.??

32 Another strike occurred during the 1383
harvest period and is expected again to curtail
Nicaraguan production.

33 Feedstock requiremenis are summarized in
table 1-2.

As was the case in 1991, Costa Rica and Jamaica
were the main CBERA suppliers of ethyl alcohol for
the U.S. market in 1992. Combined duty-free imports
from Costa Rica and Jamaica accounted for 84
percent of the toal value of US. ethyl alcohol
imports from CBERA countrics, and almost 20
percent of the value of U.S. imports of ethyl alcohol
from all countries during 1992. A near doubling of
the quantity of ethyl alcohol imported from Costa
Rica, from 24 million liters in 1991, to 44 million
liters in 1992, foliowed record Cosia Rican sugar
production in 1991-92.

Imports of Jamaican ethyl alcohol decreased by
72 percent from 1991 to0 1992, from 102 million liters
10 29 million liters. Imports from Jamaica fell as that
country’s major refinery, Tropicana, ceased
production, and Petrojam, the other major refinery,
lowered its output following a smaller Jamaican sugar
crop affected by cane-field fires, labor strikes, and
heavy rainfall. The Tropicana refinery was later
purchased by a British firm and resumed processing in
late December 1992. El Salvador and Guatemala
accounted for the remaining U.S. imports of ethyl
alcohol under CBERA.

Frozen Concentrated Orange
Juice

~ Duty-free imports of frozen concentrated orange
juice (HTS subheading 2009.11.00) from CBERA
countries in 1992 increased by 267 percent in value
over those in 1991, but by less than 13 percent from
the level of 1990. Imports under CBERA increased
from $6.2 million in 1991, to over $23.0 million in
1992, and were only 12-percent higher than the $20.4
million in imports registered in 1990.
Frozen concentrated orange juice imports from

 CBERA countries in 1992 were equivalent 1o about

2.5 percent of U.S. production of frozen orange juice
that year, which was approximately $962 million.
Supplies of frozen orange juice from CBERA
countries have increased in recent years. These
increases stem primarily from production by
Caribbean orange groves planted in the mid- 1980s w0
take advantage of high U.S. prices following a series
of freezes in Florida in the late 1970s and early 1980s.
Caribbean production is likely 0 continue (0 increase
as these groves reach maturity.

Increased competition in the frozen concentrated

orange juice market is expected to keep prices low for
the remainder of the decade.3* This competition is

34 Based on reports of the United Nations, FAO.
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expected to stem from both the projected increase in
domestic supply in Florida, and in foreign supplies
from new plantings in Brazil, Mexico, and the
CBERA countries. Damaging freezes in Florida and
the resulting U.S. supply shortages during the 1980s
allowed Brazil, the principal US. supplier, ©
establish a strong infrastructure for transporting,
storing, and marketing frozen orange juice in the
United States. Brazil is expecied to mount an
intense effort t0 maintain market share while Florida
producers attempt to regain lost market share.

As a share of the total value of imports, frozen
concentrated orange juice from CBERA countries
increased from 2.1 percent in 1991, t0 8.7 percentm

199235  The principal CBERA orange-juice-
supplying countrics—Belize, Costa Rica, Honduras,
Dominican Republic, Jamaica, and Panama—all
increased orange juice exports to the United States in
1992. Because the U.S. orange juice market is very
competitive, imports from CBERA countries had little
impact on domestic producers o©r consumers.
However, orange juice exports are important to the
CBERA countries, especially Belize and, t0 a lesser
extent, Costa Rica, Jamaica, and Honduras. Belize in
particular has few industrial exports and relies on
agricultural products such as frozen orange juice for a
large part of its foreign currency eamings. While the
average value (f.0.b. point of export) of imporied
frozen orange juice from all sources was 24 cents per
liter in 1991 and 25 cents per liter in 1992, the
average unit value of imports from CBERA countries
was 336wnm per liter in 1991 and 34 cents per liter in
1992.

The U.S. duty on frozen concentrated orange juice
is 9.25 cents per liter. When prices were low, the ad
valorem equivalent of the duty has been as high as 50
percent. CBERA suppliers benefit from not having to
pay this duty, and from their shorter transportation
distances o the U.S., market compared with other
suppliers.

_ CBERA duty-free entry cumently affords
Caribbhean frozen concentrated orange juice with 2
competitive price advantage over dutiable imports
from Mexico. This price advantage would be phased
out under the North American Free-Trade Agreement
(NAFTA). In such a scenario, the CBERA countries
would be hard pressed to compete with Mexico, since
that country has a larger frozen orange juice industry
and even lower (ransporiation cosis o the

35 Compiled from official statistics of the U.S.
Department of Commerces.

36 Ibid.
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United States. Mexico can ship to the United States
by truck or rail as well as by sea, whereas the
CBERA countries must depend on relatively more
expensive ocean freight.

Cigars, Cheroots, and Cigarillos

During 1991-92, U.S. imports of certain cigars,
cheroots, and cigarillos (HTS subheadings 2402.10.60
and 2402.10.80)7 from CBERA countries remained
relatively stsble, decmsing by less than 1 percent in
value to $36.7 million in 1992, Ag)proxnnately 86
percent of all U.S. cigar imports3® from CBERA
countries entered duty-free under the CBERA.
Moreover, imponts from CBERA  countries
represented almost 90 percent of total U.S. cigar
imports in 1992. In 1992, 64 percent of the cigars
imports from CBERA countries originated in the
Dominican Republic, 22 percent in Honduras, and 12
percent in Jamaica,

Cigars imported from CBERA countries differ
markedly from those generally produced in the United
States inasmuch as almost all are hand-rolied,
premium-priced cigars,3® whereas domestic cigars are
generally machine made, and popularly (lower)
priced. Thus, cigars imported from CBERA countries
are not directly competitive with domestic cigars.

Many cigar manufacturers in the CBERA
countries are subsidiaries of U.S. firms that shified
their premium cigar production to the Caribbean prior
to the enactment of the act because of the relatively
low-cost labor of the region and the eligibility of most
cigars for duty-free entry under the US. GSp4
Other cigar manufacwrers, particularly in the
Dominican Republic, are former Cuban firms that left
Cuba after the U.S. market was closed to trade with
Cuba in 1962. Cigar imports from the Dominican

37 includes only cigars, cheroots, and cigarillos
valued at 15 cenis each or over. in 1582, 56
psrcent of all cigars, cheroots, and cigarillos imported
into the United States from CBERA countries were
valusd at 15 cents sach or over.

38 Cigar imports” refer to cigars, cheroots, and
cigarilios under HTS subheadings 2402.10.60 and
2402.10.80.

3 Honduras is the only major CBERA country
that exporis more popularly priced cigars, though
they are still hand rolisg.

40 Cigars valued at 23 cents or over (HTS
2402.10.80) generally also are sligible for duty-free
entry under the GSP program, except cigars
imporied from the Dominican Repubiic (see iootnote
8 abovs). Approximately S0 peroent of the cigars
originating in CBERA countries are valued at 23
csnis of ovar.



Republic are no longer eligible for duty-free
treatment under the GSP because they exceeded the
competitive need limit. CBERA, which permits
cigar imports in unlimited quantities, allows
Dominican cigars to enter the United States free of
duty.

Measuring the Net Welfare
Effects of CBERA in 1992

Analytical Approach

The following brief description summarizes the
approach that was used to analyze the net welfare
effects of CBERA duty reductions in 1992 on the U.S.
economy and consumers and on industries whose
goods compete with CBERA importis. A more
dewiled explanation is found in the “Technical Notes”
in appendix C. The net welfare effect of CBERA
duty reduction has three components: (1) the gain o
U.S. consumers that results from the lower priced
CBERA imports, (2) the loss in tariff revenues to the
U.S. Treasury, and (3) the loss of profits to US.
competing industries. The sum of these three effects
allows measurement of the net welfare costs of
CBERA in 1992.41

The effects of CBERA were analyzed by
estimating the change in net welfare that should have
occurred if the full tariffs had been in place in 1992.
In the presence of the full duties, tariff revenues to the
US. Treasury and profits for U.S. competing
industries would have been larger, but consumers
would also have paid higher prices for CBERA
imports.

41 USITC, Cakulating the Consumer and Nat
Welfare Costs of Import Relief, prepared by Donald
J. Roussiang and John W. Suomela (Washington,
DC: USITC, Ofiice of Economics, stafi research
study No. 15, July 1985), p. 2. Roussiang and
Suomela provide a detailed exposition of this topic.

42 imperfect substitutability between imports and
competing domestic output is a standard assumption
from one of the iwo basic modeis thai have
traditionally been used to analyze the effects of tariff
reduciions. See R. E. Baldwin, “Trade and
Employment Effects in the United States of
Multilateral Tarilf Reductions,” American Economic
Rsvisw, Papers and Proceedings, vol. 66 (1976), pp.
142-148, for further discussion.

In this analysis, imports from CBERA
beneficiaries, imports from non-CBERA countries,
and competing domestic output are considered
imperfect substitutes for each other in U.S. domestic
demand 2 Therefore, each of these three types of
products has a separate market in which equilibrium
prices are established.*3

Measurement of Net Welfare
Effects of CBERA

If the full duties had been in place in 1992, the
potential increased cost to consumers would be
reflected in the higher price U.S. consumers would
have paid for CBERA imports. It is measured by the
loss in consumer surpius resuiting from the presence
of the full duties. Consumer surplus is defined as the
“difference between the total value consumers receive
from the consumption of a particular good and the
total amount they pay for the good.”#* Similarly, the
increased benefits to the domestic competing industry
and its factors of production should be reflected in the
increased demand that would result for the US.
domestic product. The benefit to the domestc
industry and its factors is measured by the increase in
producer surplus. Producer surplus is defined as the
profits over and above what entrepreneurs and owners
of capital would have earncd in their next-best
opportunities.®

All supply curves were assumed to be horizontal
in this analysis.% Because the effects of the CBERA
on U.S. producers will be small in any case, assuming
horizontal supply curves provides the maximum, of
upper bound, estimates of U.S. production that might

43 The price response of non-CBERA and
CBERA imporis to duty reduction, as well as the
price response of competing domestic products, is
discussed in detail in app. C.

44 Consumer surplus is measured by the area
beneath the demand curve and above the market
price. See Walter Nicholson, Microsconomic Theory:
Basic Principles and Extensions (New York: The
Dryden Press, 1989) for further discussion of
consumer surplus.

45 Producer surplus is measured by the area
above the supply curve and beneath the market
price. For Nicholson for further discussion of
producer surplus.

45 Horizontal supply curves mean that increases
in demand are met by increases in supply rather
than by price increases.



be displaced.4” There is no increase in domestic
producer surplus resuiting from the elimination of
duty-free and reduced-duty status. Therefore, only
the value of domestic output displaced by CBERA
imports is reported. In addition, a benefit should be
realized in the absence of CBERA duty-free and
reduced-duty treatment through the increase in tariff
revenue received from CBERA imporis by the U.S.
Treasury.48

Quantitative Results

In 1992, the value of U.S. imporis from CBERA
countries was $9.4 billion, or 1.8 percent of total U.S.
imports. Imports that actually benefited from the
CBERA, i.e., those that were not specifically excluded
under the act or that could not have entered free of
duty under GSP or MFN, totaled $645 million. This
figure represents 6.8 percent of total imports from
CBERA countries, or about 0.1 percent of total U.S.
imports. Thus, the overall effect of the CBERA on
the U.S. economy is very small.

This section presents dollar estimates of the net
welfare gains of duty reductions treatment for the
leading 30 products that actually benefited from the
CBERA in 1992, In addition, estimates are presenied
of the tariff revenue foregone, the consumer surplus
generated, and the domestic shipments displaced in
1992,

Items analyzed

The effects of CBERA were caiculated for the 30
items listed in table 3-2. These items accounted for
89 percent of the total customs value of imports that
actually benefited from CBERA duty elimination and
reduced duties in 1992. The value of these imports as
a ratio of competing US. producers’ domestic
shipments varied in magnitude (table 3-3). For
instance, in 1992, the vaiue of US. imports of
hot-rolled bars and rods fron CBERA countries was
approximately 0.27 percent of the value of domestic
shipments. Conversely, the valee of CBERA imports
of pineapples was approximately 77 percent of the

value of U.S. producers’ domestic shipments.

47 |n this case, when the domestic supply is
horizontal, changes in producer surpius resulting from
a shift in the demand curve are siways equal to
zero. When the supply curve is horizontal, it is
equal to the equilibrium price at ali points, and
producer surplus is, therefors, egual io zero.

48 Sge Rousslang and Suomsia for further
discussion.
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The economic effects of duty climination and
reduced duties for these leading 30 iiems are
summarized in tables 34 and 3-5. Table 3-4 presents
dollar estimates of the consumer surpiis that was
generated and tariff revenue from CBERA imporis
that was forgone. Table 3-5 presents doilar estimates
of U.S. shipments displaced by CBERA imports.

Net welfare costs and the
displacement of domestic output

In 1952, except for sugar, the gain in consumer
surplus was greater than the corresponding decline in
wariff revenue for all of the items analyzed.5® Ethyl
alcohol was the item with the largest net welfare gain
resulting from CBERA duty-free entry. Five other
items with high net welfare gains, in value terms,
were frozen concentrated orange juice, frozen
vegetables, stemmed tobacco, unstemmed cigaretie
leaf, and medical instruments. The only items w0
show a potential net welfare loss were sugar
importsfrom the Dominican Republic and Guatemala,
at $1.4 million and $0.9 million, respectively.3!

49 See Technical Notes in app. C for @ more
complete discussion of the data used ic estimate the
effects shown in tables 3-4 and 3-5. As discussad in
the text and app. C, a number of assumptions were
made about supply elasticities and elasticities of
substitution to obtain upper bound estimates of the
potential displacement of U.S. production resulting
from CBERA duty reductions. In many cases,
espacially for pineapples, cigars, and frozen
concentrated orange juice, the effects reported
probably cverstate the actual displacemsnt that
occurred because of the low substitutability between
Caribbean products and U.S. products. Howevsr, in
evaluating the accuracy of the estimates, it shouid be
noted that, even in the cases where the estimates
are overstated, the effects reported ranged from
minuscule to relatively small.

50 Because domestic sugar growers bensfit from
U.S. price supports and U.S. tariff-rate quotas on
imports, the elimination of the low duty rate on sugar
imports from the Dominican Republic and Guatemala
does not affect its price to U.S. consumars. In such
instances, the CBERA tariff elimination merely
redistributas tariff revenue from the U.S. Trsasusy fo
importers of Dominican and Guatemalan sugar.
There is no benefit to U.S. consumers, nor is thers
any dispiacement of U.S. producers’ domestic
shipments with the elimination of the tariff on sugar.
Sugar quotas are discussed in further detail in the
section “Products That Benefited Most from the
CBERA in 1992" above.

51 Imports of footwear uppers from the Dominican
Republic were the leading item that benefited from
CBERA duty-free entry in 1992 (table 3-2). However,



In 1992, the six products with the largest
displacement effects,52 in value terms, were ethyl
alcohol, frozen concentrated orange juice, frozen
vegetables, stemmed tobacco, medical instruments,

S1—Continued
because of the lack of data for competing U.S.
domestic production of this item, no net-welfare or
displacement effects are reported in tables 3-4 and
3.5. As discussed above, imporis of this item are
usually eligible for duty-free entry under GSP as well.
However, imports from the Dominican Republic
exceeded competitive-need limits and, therefore, were
not GSP-eligible in 1882.

52 jbid.

and cigars.? In value terms, the largest effect
occurred for ethyl alcohol, for which the
displacement of domestic shipments was $17.5
million or 1.1 percent of the value of total domestic
shipments. In terms of the percentage of domestic
shipments displaced, the largest effect occurred for
unstemmed cigarctte leaf at 5.7 percent or $3.3
million of domestic shipments displaced.

53 imports of footwear uppers, largely from the
Dominican Republic, were the lsading item that
benefited from CBERA duty-free entry in 1992 (table
3-2). However, data for competing U.S. domestic
production of this tem was not available and
net-welfare or displacement effects for this tem are
not reported for in tables 34 and 3-5.
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Table 3-3
C.L1. value of imports that benefit from CBERA and U.S. producers’ domestic shipments that compsétie
with imports that benefit from CBERA, 1892

Ratlo of
CBERA CBERA
Bane- Vaiue of duty-free
fictary gs imporis tc
Imports  producsre’ competing
HTS {c.l.t. domseilc  U.8. ship-
subheading Dascription vakie} shipments ments
1,600 1,000
golars dollars Percent
6406.10.65! Footwear uppers, other than formed, of leather ....... 134,252 - -
0202.30.60% Frozen boneless beef, except processed ............ 72,658 2,003,900 3.63
0201.30.602 Fresh or chilled boneless besf, except processed ..... 58,745 2,003,900 2.93
0804.30.4C Pineapples, fresh, in crates or packages ............. 38,048 49,700 76.56
1701.11.012 Cane sugar entered in pursuant fo its provisions ...... 27,710 3,181,300 0.87
2207.10.60 Undenatured ethy! alcohol, for nonbeverage purposes . 25,293 1,579,600 1.60
2009.11.00 Frozen concentratedorangs fuice . ..............ouee 24,250 823,300 2.85
2402.10.80 Cigars, chercots, and cigarilios valued 23 cents or
MOT@OACH .. ..ccovuerroraeaneneinannannonnencs 22,824 344 400 6.63
2441.10.6C Cigarette leaf, notstemmed ........................ 21,366 £§8,700 36.40
1701.11.022 Cane sugar used to produce polyhydric alcohols . ... 20,437 3,191,300 0.64
8018.60.8C Medical, surgical, and dental instruments and
BANCOS . . .o eeoveeienecaneate e 19,979 3,428,000 0.58
7213.31.30 Iregularly wound coils of hot-rolled rod containing
<0.25% CarbOn .......cvvnviniieiiainiaieaeenns 17,079 839,600 2.03
24G1.20.8C Tobacco, pam orwholiystemmed .................. 16,205 1,140,200 1.42
0710.86.97 Frozen v s (asparagus, broccoli, and other),
red M SIZE o oeeeieeieieiniiiiiieienanaas 13,667 496,900 2.75
8533.40.00 Electrical variabis rasisiors . ... ... . ciiiiieann 13,441 65,800 20.43
4203.10.40 Articles of leatherapparel .. .............. ... ...t 11,632 144 800 7.8
8533.21.00 Electrical fixed fesisiors ............cc.iieeeeannnn 10,458 342,600 3.05
4202.12.80 Luggage with outer surface of textile material ......... 7,485 192,000 3.80
0603.10.60 RoSeS, fresSh CUE .....cvvevieinnnnineinenaeenecnnes 7,367 170,600 4.33
2208.40.00 Rumandtafia........... e €,889 84,400 8.16
6204.35.80 Women's or giris’ suit-iype jackets and blazers ....... 5,368 28,400 20.33
2002.40.40 Pineapple juice, concentrated ...................... 5,255 44,000 11.84
6111.106.0C Watch cases oi precious matal .................. ... 4,435 16,600 28.72
0710.80.70 Frozen vegetablas (carrots and other), not reduced
(T 7 < S RPN 3,981 80,700 463
0804.40.00 Avocados, freshordried .............ciieiie it 3,877 172,400 2.25
2402.10.60 Cigars, cheroots, and cigarillos valued between 15
and23centseach ...........coiiiiiiiaizennnn 3,331 178,700 1.86
7214.40.00 Hot-rolled bars and rods containing < 0.25% carbon . .. 3,263 1,212,400 0.27
7317.00.58 Nails, tacks, and corrugated nails ................... 3,228 222,160 1.45
0802.90.90 Shellednuts, R.e.8h .....oooioniniceiicaaccennnes 3,188 30,100 10.59
7213.41.30 Irregularly wound coils of hot-rolied rod containing
between 06.25%: snd8.8% carbon ................. 2,988 448,300 0.67

1 Value of U.S. domestic shipmenis not available.
_ 2 Domestic production of HTS subheadings 0201.30.60 and 0202.30.60 were aggregated into one category.
3 pDomestic production of HTS subheadings 1701.11.01 and 1701 .11.02 were aggregated into one catsgory.

Source: Estimated by USITC staff from official statistics of U.S. Department of Commerce, U.S. Department of
Agriculture, and the U.S. Treasury.
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Tabile 3-4

The estimated U.S. nei-welfare effects of CBERA duty provisions, by leading Imports, 1992
(1,000 dollars)
Loss i terlff
Galnkn revenue from Net-

HTS consumer CBERA welfars
subhsedlng Descripiion surpius countriss effect
6406.10.65 Footwear uppers, other than formed, of leather ....... 1 g& )
0202.30.60 Frozen bone beef, exceptprocessed ............ 1,2 11 54
0201.30.60 Fresh or chilled boneless beef, except processed ..... 685 665 20
0804.30.40 Pineapples, fresh, in crates or packages ............. 1,479 1,368 M
1701.11.012 Cane sugar entered in pursuant to its provisions ...... 0 1,420 -1,420
2267.16.8C Undenatured ethy! alcohol, for nonbeverage purposes . 8,049 3,712 4,337
2008.11.00 Frozen concentratedorangeiuice .. ... ... ....ohnes 4319 1,816 2,403
2402.10.80 Cigars, cheroots, and cigarillos valued 23 cents or

T L 1 T 88s 804 85
2401.10.60 Cigaretie leaf, notstemmed ............cococeennnns 1,453 1,230 223
1701.11.022 Cane sugar used to produce polyhydric alcohols ...... ] 884 -884
9018.90.80 Medical, surgical, and dental instruments and

BPPHANCSS ... ..o it 1,283 1,083 220
7213.31.30 Imegularly wound coils of hot-rolied rod containing

<0.25%carbon ......... ...t 199 183 8
2401.20.80 Tobacco, partly or wholly stemmed .. ................ 1,461 1,088 382
0710.80.97 Frozen vegetables (asparagus, broccoli, and other),

rOdUCBE M SIZE . ... . i 1,422 1,612 410
8533.40.00 Electrical variable resistors ... ... ian 701 607 94
4203.10.40 Articles of leatherapparel ..................ilitn 591 3 )] 80
8533.21.60 Eloctricai fixed resiSions ..........ciceecaareeoensn 537 485 72
4202.12.80 Luggage with outer surface of textile material ......... &6 85 i
0603.10.60 Roses, freshcut .........ocvvniiinironreninnenanns 412 352 60
2208.40.00 Rum and /8 . ......cocoeeennnnrnncaccocanasnnnns 741 532 209
6204.39.80 Women's or giris’ suit-type jackets and blazers ....... 2i 21 &
2008.40.40 Pineappls juice, concentrated ................0eeen 242 213 28
9111.10.00 Watch cases :fbarecious metal ... .. .eieeiieiiaan 237 208 28
0710.80.70 Frozen vegetables (carrots and other), not reduced

TR > 2 383 289 104
0804.40.00 Avocados, freshordried ... ...... ... .oicieeenn 323 250 73
2402.10.60 Cigars, cheroots, and cigarilios valued between 15

ANd 23CemMe S88CH ... .0vii s 156 137 i$
7214.40.00 Hot-rolied bars and rods containing < 0.25% carbon ... 103 g4 9
7317.00.55 Nails, tacks, and corrugated nails ................... 13 i3 (3)
0802.90.8C Shellednuts, nesl ........o.ciiiceanroroonanns 48 45
7213.41.30 Irregularly wound coils of hot-rolled rod containing

betwesn 0.25% and 0.6% carbon ................. 35 34 1

1 Not available.

2 Sugar from the Dominican Republic and Guatem
net-welfare effect of a tariff eiimination is composed so

Dominican Republic and Guatsmalan sugar exporters.
3 Less than $500.

Source: Estimated

Agriculture, and the U.S. Treasury.

ala is subject to U.S. tariff-rate quotas; therefore, the
lely of a transfer of tariff revenue from the U.S. Treasury to

USITC staff from official statistics of U.S. Department of Commerce, U.S. Department of

3-13



Teble 3-5

Estimated effects of CBERA duty reduction on U.S. domestic shipments by CBERA imports, by HTS

ltems, 1882
HTS Share of
subhsading Bescriniian Value value
1,600
dollars Percent

6406.10.65 Footwear rs, other than formed, of leather .................. Q (’3
0202.30.60 Frozen boneisss beef, exceptprocsssed .........covveeceennnn. 22 0.1
0201.30.60 Fresh or chilied boneless baef exceptiprocessed .. ... ........... 2,562 0.13
0804.30.40 Pineapples, fresh, incrafesorpackages ..............cccvvnnnnn 2,581 5.18
1701.11.01 Cane sugar entered in pursuanttoitsprovisions ................. 0 0.00
2207.10.60 Undenatured ethyl alcohol, for nonbeverage purposes ............ 22,381 1.42
2008.11.00 Frozen concentrated orange juice ..........c...coceeiennnceeenn. 16,485 2.00
2402.10.80 Cigars, cheroots, and cigarillos valued 23 cents or more each ..... 3,878 1.13
2401.10.60 Cigarefte leaf, notstemmed .........c.covviiiiiiiiiinnennnen, 3,348 5.70
1701.11.02 Cane sugar used to produce polyhydric alcohols ................. 0 0.00
9018.80.80 Medical, surgical, and dental instruments and appliances ....,.... 4,412 0.13
72%13.31.30 lmegularly wound coils of hot-rolled rod containing

<0.25% CarBON .......ciiiiiiiiaiiii ittt e 605 0.07
2401.20.80 Tobacco, partly orwholly stemmed ..................cooelal 4,443 0.3%
G710.80.S7 Frozen vegetables {asparagus, broccoli, and other),

rad T - 5,133 1.63
8533.40.00 Electricaivarighleresistors .. ... ... ... ... .. ciiiiiiiiieinnnn 492 0.75
4203.10.40 Articles of leatherapoaral .. ... ..ooiiniiiiiiiiiie it 149 0.10
8533.21.00 Electrical fixed resiglons ...........cviitieerinnneeniennaneanns 1,281 0.38
4202.12.80 Luggage with outer suriaceoftextilematerial .. .................. 105 0.05
0603.10.60 ROS@S, fresh CUL ........coiiiiiiii ittt ieaiieiieeiaieanns 853 0.50
2208.40.00 BUM angfafis ... ... .ottt e 3,625 4.28
620£.38.60 Women's or giris’ suii-type jackeis andblazers .................. 8 0.04
2008.40.40 Pineepple juice, concantraied ................oiiiiiiiiiaiinns 217 0.49
8111.10.02 Watchcasssofprecibusmetal ... ... ... .......... ... 521 3.14
0710.80.70 Frozen vegetables (carrots and other), not reduced in size ........ 1,756 2.18
0804.40.00 Avocados, freshordried ................. ...ttt 1,437 0.83
2402.10.60 Cigars, cheroots, and cigarilios valued bstween 15

and23centseach ...ttt 787 0.44

7214.40.00 Hot-rolled bars and rods containing <0.25%carbon .............. 431 0.04
7317.060.85 Nails, tacks, andcorrugated nails ....................coiina, 17 0.01
0802.20.60 Shelled nuts, N.8.8.0. .....covrrieiiinnniinrineienninieeennns ii5 0.38
7213.41.30 lrreguiarly wound coils of hot-rolled rod containing

betwesn 0.25% and 06%carbon ...... ...l 134 0.03

1 Not available.

Source: Estimated % USITC staff from official statistics of U.S. Department of Commerce, U.S. Department of

Agriculture, and the
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CHAPTER 4
Probable Future Effects Of CBERA

Previous reports in this series have found that
most of the effects on the US. economy and
consumers of the one-time elimination of duties on
imports originally granted by the CBERA took place
during the first two years after the act became
operative in 1984. Fuwre effects were expecied 0
occur through export-oriented investment in the region
in response to lowered tariff levels for cenain
Caribbean Basin products.! Consequently, this series
of reports continues to monitor investment in the
CBERA countries as a proxy for future trade effecis
on the United States,

This chapier describes probable future effects of
the CBERA on the U.S. economy. It begins with a
survey of overall investment activity and trends in the
CBERA countries during 1992, including investment
under section 936 of the Internal Revenue Code, using
information from various published sources and data
on investment obtained from U.S. embassy reporis
from CBERA countries. Based om reporied
investment data, this section assesses whether such
investments may affect U.S. imports in the near term.
A discussion of the investment climate in Guyana and

1 The effects analyzed on U.S. imporis and
competing U.S. products included (1) CBERA
products displacing sales of U.S. products as well as
sales of other foreign suppliers, and (2) an increase
in total sales of the affected products as lower priced
CBERA articles prompt other producers to lower their
prices, stimulating consumption of thess products,
with displaced U.S. sales less than the increase in
CBERA sales. The sffects analyzed on US.
consumers included (1) the benefit of lower prices for
CBERA products and (2) the benefit of lower prices
for competing U.S. products as prices for these items
are bid down in response to the CBERA price
advantage due to the tariff elimination. U.S.
international Trade Commission (USITC), Annual/
Report on the Impact of the Carbbean Basin
Economic Recovery Act on U.S. Industries and
Consumers, First Rsport, 1984-1985, publication
1897, Sept. 1986. Hereafter in series, CBERA, First
Annual Report, 1984-85, pp. 2-4 to 2-5 and p. 4-1.

that country’s recent experiences exporting to the
United States under CBERA follows, and is based
on information obtained from field interviews
conducted during May 1993 in that country. The
chapter concludes with a summary of the concemns
about the probable impact of a North American
Free-Trade Agreement (NAFTA) on US. imports
from CBERA countries and a brief qualitative
analysis of CBERA imports likely to face increased
competition for U.S. market share from similar
Mexican producis.

Summary of Investment

Activities and Trends

CBERA has encouraged an expansion in
investments producing articles eligible for benefits
under the program. However, in general the act has
not contributed to the growth of Caribbean Basin
exports destined for the United States to a degree that
is likely to significantly affect the U.S. economy or
consumers in the near futwre. Imponis from the
CBERA countries totaled only 1.8 percent of total
U.S. imports in 1992.2

Some CBERA countries—notably the Dominican
Republic, Costa Rica, Guatemala, Honduras, and
Jamaica—have made significant achievements in
attracting new investors since the act became
operative. Much of the new export-oriented
investment during 1992 focused on products eligible
for preferential duty treatment under the act,
continuing the trend noted in previous reports in this
series3 Other investments occurred in nonexport
areas such as tourism, and nevertheless were
consistent with the broad goals of CBERA w0

2 5ge ch. 3 of this report for a more detailed
analysis of the impact of CBERA imports on the u.s.
economy.

3 For additional information, sse USITC, CBERA,
Seventh Annual Repont, 1991, USITC publication
2553, p. 4-1.
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strengthen and diversify the economies of the
region* A number of these investments received
section 936 financing.’

A significant amount of new export-oriented
investment in CBERA countries is directed towards
the production of articles covered by U.S. trade
provisions other than the CBERA. Texiile and
apparel production remained the leading such sector
during 1992. Many of these investment projecis arc
in free-trade zones (FTZs) and export-processing
zones (EPZs)® and they assemble U.S.-origin
components for retumn to the United States under
Harmonized ‘TTariff Schedule (HTS) heading
9802.00.80.7

Despite the achievements some CBERA countries
have made in atiracting foreign invesitment, a few
continue to encounier difficuities in drawing overseas
investor interest. These difficulties are the result of
political instability, insufficient investment incentives,
restrictions on foreign exchange and profit
repatriation, inadequate physical infrastructure (such
as roads, ports, and public utilities), and slow giobal
economic growth. Several Caribbean Basin countries
have been slow to diversify their economies. Some
remain extremely dependent on exports of a small
variety of agricultural products and are adversely
affected when domestic production or global prices
decline. Others are extremely dependent on tourism
and have been adversely affected by the giobal
siowdown in tourism that continsed imio 1992
Finally, investment in the region may have suffered as

4 Sec. 232 of the 1990 CBERA states that
“aporopriaie agenciss of the United States
Government should assign a high priority to projects
that promote the tourism industry in the Caribbean
Basin.”

5 Section 936 financing is discussad in greater
detail below and in ¢ch. 1.

€ Export processing zones (EPZs) and free-trade
zones (FTZs) are restricted access areas for
industrial, commercial, and service facilities that
operate independent of commercial regulations
otherwise applicable in the host country. In-bond
operations in EPZs and FiZs are aliowsd fo impont
duty-free inputs used as components for further
transformation or assembly within the zone. Such
duty-free admission is temporary, as the inputs are
further processed and subsequently re-exported for
final sale. Such operations in the Caribbsan Basin
have been dominated by apparsi and slecironics
assembly operations.

7 HTS heading 9802.00.80 is discussed in
greater detail in ch. 1.

4.2

some potential investors continue o await the
outcome and implementation of NAFTA. These
problems are discussed in more detail below.

New CBERA-related Investment
in 1992

Information from U.S. embassies in the CBERA
countries and other published sources identified 36
new investments in CBERA-related projects and 7
projects expanding existing facilities in 1992, as
indicated in table 4-1.8

A general description follows of regional
investment activity in new and expanding
CBERA-related projects in Central American, Eastern
Caribbean, and other Caribbean and South American
CBERA countries.

Central America

Cosia Rica remained a favored destination for
investors in the Caribbean Basin. New or expansion
projects during 1992 helped increase the production of
such nontraditional exports as concentrated orange
juice, macadamia nuis, mangocs, mclons, papayas,
and pineapples.® Conceming traditional agricultural
crops, U.S.-based Chiquita Brands International was
reported to have received a $40 million section 936
loan to expand banana production, Costa Rica’s
leading  foreign  exchange-eaming  product.10
Investment in hotel construction also reportedly
increased during 1992, helping tourism o become the
country’s  second-leading source of foreign
exchange.!! Despite these foreign capital inflows, one
source reporied the unexplained closure of some 14
textile manufacturing firms—one-half of which were
foreign-owned—since 1991, resulting in the loss of
approximately 2,000 jobs.!2

8 Because daia are based primarily on
investments reporied by the U.S. embassiss, the
USITC does not maintain that the figures reported
here are all-inclusive.

® Caribbean Update, May 1993, p. 5; Nov. 1992,
p. §; and Feb. 1882, p. 5.

10 Caribbean Updats, July 19882, p. 5.

11 U.S. Depantment of State telegram,
“invesiment Climate Statement: Costa Rica,”
message reference No. 08218, prepared by U.S.
Embassy, San Jose, Oct. 28, 1992; and Caribbean
Update, Mar. 1883, p. 7, and June 1882, p. 4.

2 Caribbean Update, June 1992, p. 4.



Table 4-1

Reported CBERA-Related Expori—Oriented investment Activity, 1892

Number of New Expansion

fow Number of fnvestment investment Totai
Projects Expansion { mlillens) {$ miilions) {€ millions)
38 7 $128.3 $5.8 $134.1

Source: Derived from information reported by U.S. Embassies in CBERA countries and as reported in published

sources indicated below.

No new or expansion CBERA-related investment
was identified in Panama during 1992. Although
non-CBERA textile and apparel production for export
to the United States expanded in Panama’s Isla
Margarita EPZ, the Panamanian economy remains
highly dependent on a well-developed services sector,
which accounts for more than 75 percent of gross
domestic product and includes banking, insurance, and
operation of the Panama Canal, the Col6n FTZ, and
the transisthmian oil pipeline.!3

Several new and expansion investments during
1992 were reported for El Salvador, particularly in
pharmaceuticals, textile and apparel, and other
assembly operations.!* One report noted that the
recently negotiated conclusion of El Salvador’s
insurgency has had a favorable impact on the
country’s investment climate.  The report also
observed that, despite the recent unrest, El Salvador’s
physical infrastructure—including  ports, trans-
portation, and communications—remains serviceable
or is undergoing repairs. The seven largest
CBERA-related investments during 1992 for which
detailed information was provided included two new
projects valued at $1.5 million and five expansion
projects totaling $5.8 million. These projects included
the production of agricultural products, gold and silver
jewelry, hardware products, and electrical
equipment.!’

13 4.S. Department of State telegram, “USITC
Annual Caribbsan Basin Investment Survey:
Panama,” message reference No. 05273, prepared
by U.S. Embassy, Panama, June 23, 1993; and U.S.
Department of State telegram, 1993 Trade Act
Report,” message reference No. 10239, prepared by
Embassy, Panama, Nov. 2, 1992. For more dstail on
other recent CBERA-related investment trends in
Panama, ses USITC, CBERA, Seventh Annual
Report, 1991, USITC publication 2553, Sept. 1992, .
pp. 4-10 to 4-13.

4 Caribbean Update, Mar. 1993, p. 10.

15 4.S. Department of State telegram, “Updated
investment Climate Statement: El Salvador,” message
refarence No. 02618, prepared by U.S. Embassy,
San Salvador, Mar. 15, 1983. For more dstail on
other recent CBERA-reiated investment trends in

A new foreign investment law promulgated in
1992 further liberalized the Honduran invesiment
climate by providing nondiscriminatory treatment for
foreign investors and transparent investment
procedures.!® New and expansion CBERA-related
investments in Honduras during 1992 inciuded
projects in shrimp farming, fresh fruits and
vegetables, and forestry. Reporis also indicated
efforts to diversify production away from that
country’s large apparel sector imto  such
CBERA-cligible areas as electronics, footwear, and
automotive parts.]” One submission to the USITC
stated that a U.S. footwear company closed a US.
plant during 1992 and expanded its operations in
Honduras to benefit from section 222 of the 1990
CBERA.!38 Much of the investment in Honduras is
concentrated in the country's expanding number of
EPZs and FTZs in the northern San Pedro Sula area.
Opportunities for U.S. investment in the Honduran
hotel and restaurant sector also were reported during
1992.19

Three new agricultural projects were reported for
Belize during 1992. Two of these projects involved
production of bananas, and another, the production of

15— Continued
El Salvador, see USITC, CBERA, Seventh Annual
Rsport, 1981, USITC publication 2563, Sept. 1892,
pp. 4-13 10 4-15.

16 14.S. Department of State telegram,
“Investment Climate Statement: Honduras,” message
reference No. 13739, prepared by U.S. Embassy,
Tegucigalpa, Oct. 16, 1992; and Caribbean Update,
Aug. 1992, p. 12.

17 U.S. Department of State telegram, “USITC
Annual Caribbean Basin Investment Survey:
Honduras,” message reference No. 08347, prepared
by U.S. Embassy, Tegucigaipa, Juiy 1, 1983.

18 Submission to the USITC dated Juns 15,
1993, by Mitchell J. Cooper, counsel, Rubber and
Plastic Footwear Manufacturers Association. imports
of footwear of U.S.-origin components under section
222 of the 1990 CBERA are discussed in greater
detail in ch. 1.

19 Caribbean Update, Nov. 1992, p. 13.



rice and vegetables. All three projects reporiedly
would have been launched in the absence of CBERA
preferences.20 Investment in the citrus crop sector
(orange and grapefruit fruit and juice production)
may have been adversely affected by the slow
recovery of the sector following unfavorable climate
conditions in recent years and reports of the
detection of a citrus virus in that couniry’s main
citrus-growing area?!  One source reported that
future invesumeni in Belize may be channeled inio
the country’s first EPZ, which opened in late 1992.22

Limited 1992 invesimeni information was
available for Guatemala and Nicaragua. The only
new investments reported in Guatemala during 1992
were projects in that country’s large expori-oriented
textile and apparel sector.2? Several reports indicated
that unresolved property rights disputes, stemming
from property confiscation under the former
Sandinista government, continue to discourage new
investment in Nicaragua.2* According to one report,
eight firms, primarily apparel-manufacturing, began
operations during 1992 in Las Mercedes, Nicaragua’s
first FTZ.2

Central Caribbean

The Dominican Free-Trade Zone Council reporied
that a total of 61 new invesiment projecis were
initiated in the Dominican Republic during 199226
Approximately 40 of these projects involved
non-CBERA-¢ligible textile production or involved
services such as data processing. About 15 of the
projects, with investments valued at $38.1 million,

20 4.S. Depariment of State, “Caribbean Basin
Economic Recovery Act Investment Survey—1993,"
letter to USITC from U.S. Embassy, Belize City,
Bslize, July 1, 1993, This survey focused only on
the agricultural seclor.

21 Caribbean Update, Nov. 1992; p. 5, and July
1882, p. 4.

22 Caribbean Updaie, Sept. 1892, p. 3.

23 For more detail on recent CBERA-related
investment trends in Guatemala, see USITC, CBERA,
Ssventh Annual Rsport, 1991, pp. 4-8 to 4-10.

24 Caribbean Update, Oct. 1992, p. 14; and May
1992, p. 15.

25 Caribbean Update, Feb. 1992, p. 16.

26 .S. Depariment of State telegram, “USITC
Caribbean Basin Investment Survey,” message
reference No. 05435, prepared by U.S. Embassy,
Santo Domingo, June 28, 1883.
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potentially could benefit from CBERA trade
provisions. According (o one source, one major
pharmaceutical company operating in the Dominican
Republic plans to expand its operations at the Itabo
FTZ2" One submission to the USITC stated that a
U.S. footwear company closed a U.S. plant during
1992 and expanded its facilities in the Dominican
Republic to operate under section 222 of the 1990
CBERA.28

The United States continued to apply an embargo
on most nonhumanitarian trade with Haiti during
1992, as a result of the September 1991 military coup
that overthrew the Haitian president. No
export-oriented investment in Haiti was reporied
during 1992, most probably as a result of the U.S.
embargo and Haiti's further deteriorating economic
condition.??

A total of 14 new CBERA-related projects were
reporied in Jamaica during 1992, with total
investments amounting to $3.2 million.  These
projects involved the production of papaya and other
fruits and vegetables, cut flowers and houseplants, and
electrical devices. Five new nonexport projects with
total investments of $600,000 also were reported
during 1992. These projects included the production
of papaya and tropical houseplants and, while initially
geared for the local market, may export to the United
States under the CBERA in future years. Other
projects reportedly under consideration include the
production of marble, steel rods, ceramic tiles, and
bottled spring water.30

Eastern Caribbean

No significant new CBERA-related investment
was reported in Barbados during 1992. One source
indicated that a loss in confidence in the local
currency, and production declines in agriculture
(especially sugar) and export-oriented industries such

27 Caribbean Update, Sept. 1992, p. 6.
28 Sybmission to the USITC, June 15, 1993, by

" Mitchell J. Cooper, counsel, Rubber and Plastic

Footwear Manufaciurers Association. Imporis of
footwear of U.S.-origin components under section
222 of the 1990 CBERA are discussed in greater
detail in ch. 1.

28 |4.S. Department of State telegram, “USITC
Caribbean Basin Investment Survey: Haiti,” message
reference No. 03974, prepared by U.S. Embassy,
Port-au-Prince, May 14, 1993,

30 Based on data provided by the Jamaican
Investment Promotion Corporation (JAMPRO). U.S.
Department of State telegram, *“USITC Annual -
Caribbean Basin Investment Survey,” message
reference No. 05208, prepared by U.S. Embassy
Kingston, July 2, 1993.



as electronic components and wooden furniture may
have discouraged investment3! No new or
expansion CBERA-related investment projects were
identified in Guyana during 1992.

As in past years, the USITC leamed of few new
CBERA-related investment projects in the smaller
Eastern Caribbean islands of Antigua and Barbuda,
Dominica, Grenada, Montserrat, St. Kitts and Nevis,
St. Lucia, and St. Vincent and the Grenadines. In
Antigua and Barbuda, plans were announced to
establish an FTZ for export-oriented manufacturing
and assembly operations.32 Several reports noted an
increase in non-CBERA investment activity in
Grenada, pam'cularlg in data entry operations and in
hotel conmstruction.3> One U.S. company signed a
contract with a2 company in St. Kitts and Nevis ©
assemble printed circuit boards.34

Other Caribbean

The USITC leamned of no new CBERA-related
investments in Aruba and the Netherlands Antilles
during 1992. In early 1993, it was reporied that a
U.S. firm will construct a $60 million iron carbide
plant in Trinidad and Tobago with production
scheduled to begin in late 19943

Although The Bahamas has a services-dominated
economy with tourism and financial services the
leading sources of foreign exchange, the Bahamian
Government actively promotes economic
diversification and development of the manufacturing,
agricultural, and fishing sectors36  Four new
CBERA-related projects were reported during 1992.
Two involved the establishment of export-oriented
farms to produce winter crops in The Bahamas,
reportedly in response to the recent series of colder
winters in Florida. These new projects include a fruit

31 Caribbsan Update, July 1892, p. 4.
32 Garibbean Updaie, Nov. 1992, p. 4.

33 caribbsan Updats, May 1983, p. 8, Jan. 1883,
p. 8, and Sept. 1992, p. 8. See also U.S.
Department of State telegram, “USITC Annual
Caribbean Basin Investment Survey,” message
reference No. 00378, prepared by U.S. Embassy,
Grenada, July 1, 1983,

34 Caribbsan Update, June 1992, p. 16.
35 Caribbean Update, Feb. 1993, p. 18.

38 .S. Department of Stats telegram,
“Commercial Activities Report for the Bahamas,”
message reference No. 01258, prepared by U.S.
Embassy, Nassau, Apr. 1, 1993,

and melon farm on Andros Island valued at $30
million and eventually employing 115 full-time
workers and a juice-processing plant on Abaco
Island, valued at $15 million.3 The two other new
investment projects initiated in The Bahamas during
1992 involved production of radiator cores and the
production of household-cleaning chemicals.38

Investment Financed by
Section 936 Funds

During 1992, approximately $183.0 million in
section 936 financing was disbursed for 18 projects in
6 CBERA countries, a $50.0 million decline from
section 936 loan disbursements in 1991. CBERA
countries that received section 936 loans and the
number of projects so financed during 1992 are listed
in the following tabulation:

Section 236  Number of

Country Financing Projects
Trinidad and Tobago .... $110.0 2
CostaRica ............ 505 5
Jamaica............... i7.5 3
Honduras ............. 3.0 8
Barbados.............. 1.1 2
Dominican Republic .... 1.0 1

Source: Department of State of the Commonwealth of
Puerto Rico, Puerto Rico’s Caribbean Development
Program: An Overview, June 30, 1883.

New twin-plant activity has declined significantly
in recent years. There were no new twin-plant
operations established during 1991 or 1992. Some
critics claim that Puerto Rico has begun to emphasize
section 936 lending rather than promotion of twin
plants in an attempt to ward off U.S. Congressional
criticism of section 936.3% Other observers view the
decline in twin-plant operations as one side effect of
the NAFTA negotiations, with investors delaying
projects in the Caribbean Basin or shifting production
into Mexico.40

37 Caribbean Update, Apr. 1992, p. 3.

38 U.S. Department of State, “USITC Annual
Caribbean Basin Investment Survey,” telegram,
message reference No. 02383, prepared by U.S.
Embassy, Nassau, June 30, 1993.

3% For more information cn this criticism of the
section 936 program, see the section “The Section
936 Loan Program” in ch. 1 of this report.

40 pPablo Trinidad, “Twin-plant Activity Fades,”
Caribbean Business, Apr. 23, 1882.
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Country Profile: Guyana

The following section is based on field travel to
Guyana conducted during the course of this
investigation. Prior reports have detailed information
on visits o other CBERA beneficiaries.

Economic and Trade
Performance

Guyana's economy continues to emerge from a
recession that lasted during most of the 1980s. The
economy expanded by 7.7 percent in 1992 as the
administration of President Cheddi Jagan, who was
inaugurated in October 1992, further advanced the
economic reforms that have been in place since 1989.
The ongoing economic recovery is due largely to an
expansion in agricultural (particularly sugar and rice)
and forestry production.!

Guyana’s total exports grew by an estimated 18
percent in 1992, o $322 million. Guyana's leading
foreign exchange-earning industries in 1992 were
sugar and bauxite (despite a 40-percent decline in
bauxite production??). Other important exports were
rice, shrimp, gold, rum, timber, and molasses.*3

Guyana’s current account deficit declined 10 $97
million in 1992 from $119 million in 1991. One key
factor was an improved trade balance, which moved
to a surplus of $18 million in 1992, from a deficit of
$6 million in 1991. The services balance continued 0
show a deficit of approximately $130 million, mostly
the result of foreign debt interest payments. Private
and official foreign capital inflows continued 10 heip
Guyana finance its current account deficit. Since
economic reforms began to be introduced in 1989,
foreign aid has helped Guyana to clear arrears on its
$2.0 billion foreign debt and to become qualified for

41 U.S. Depariment of State telegram, “Finance
Ministry Report on Guyana Economy,” messags
reference No. 00885, prepared by U.S. Embassy,
Georgetown, Mar. 12, 1993,

42 This decline was due to the deterioration of
Guyana's Linden Mines, which used to produce 80
percent of the world’s refractory-grade bauxite. U.S.
Depaniment of State telegram, “1992 Annual Labor
Report for Guyana,” message reference No. 01355,
prepared by U.S. Embassy Georgetown, Apr. 20,
1983

43 {.S. Depariment of State telegram, “1933
Commercial Activities Report,” message reference
No. 01018, prepared by U.S. Embassy, Georgetown,
Mar. 24, 1993; and Bank of Guyana, Research
Department, Statistical Bulletin, Dec. 1832, table 8.2
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new lending from the International Monetary Fund,
the World Bank, and the Inter-American
Development Bank. Guyana’s capital account
surplus declined to $28 million in 1992, from $52
million in 1991. Financing for Guyana’s 1992
deficit included capital inflows of $163 million in
new financing, $152 million in debt relief, and $11
million in balance-of-payments support. ¥

Despite the improvements in the country’s
economic performance, Guyana continued to face
many challenges during 1992, With a toial popuiation
of 750,000 and gross domestic product of $355
million, per capita income of $473 in Guyana ranks
among the lowest in the Wesiern Hemisphere and is
comparable to that of Nicaragua ($485 in 1991) but
nearly double that of Haiti (3246 in 1991), which
ranks as the lowest in the hemisphere. Guyana’s
annual unemployment rate of approximately 13.0
percent during 1992 was exacerbated by layoffs in the
bauxite-mining sector. The population continues to
feel the cumulative effecis of the drastic decline in
living standards that occurred during the 1980s. The
U.S. Embassy in Georgetown estimates that most
Guyanese rely on life lines of cash remittances and
shipments of consumer goods from relatives living in
the United States and Canada. %3

Investment Climate

Foreign investors in Guyana are afforded
nondiscriminaiory treatment and face no restrictions
regarding their ownership share or sectors in the local
economy in which they may invest. Investments in
Guyana also arc constitutionally guaranteed against
expropriation and nationalization. The U.S. Overseas
Private Investment Corporation resumed cover for
Guyana in 1987, and U.S. Agency for International
Development resumed aid in 1992 (suspended since
the early 1980s) following improvements in Guyana’s
economic and political situation.%

44 U 8. Depariment of State telegram, “Finance
Ministry Report on Guyana Economy,” message
reference No. 00895, prepared by U.S. Embassy,
Georgetown, Mar. 12, 1983.

45 U.S. Depantment of State telegram, 1992
Annual Labor Report for Guyana,” message
reference No. 01355, prepared by U.S. Embassy,
Georgetown, Apr. 20, 1983,

46 11.S. Depantment of State telegram, "1993
Commaercial Activities Report for Guyana,” message
reference No. 01018, prepared by U.S. Embassy,
Georgetown, Mar. 24, 1993,



Foreign exchange controls, once Guyana’s most
significant obstacle to trade and investment, were
lifted by the end of 1991, and a unified floating
exchange system free from government intervention
subsequently was established 47 As a member of the
13-nation Caribbean Community (CARICOM),
Guyana has implemented the CARICOM common
external tariff on non-Caribbean imports, which is
scheduled to fall from a current maximum of 30-35
percent 1o 20 percent by 1998.48

Guyanan Govemment officials stated that severe
deterioration of the physical infrastructure is the most
significant challenge investors encounter in Guyana.4?
Specific problems include inadequate and unsafe
roads, an unreliable electrical power supply and
resulting frequent power blackouts, an outdated water
and sewage system, obsolete industrial and
agricultural equipment, and severe deterioration in
public services such as education and health care.

A privatization program was launched by the
previous administration in Guyana to address some of
these problems. Interviewees stated that local and
long-distance telephone service had improved
significantly since the 1991 privatization of the
Guyana Telephone and Telegraph Company.5®
Businesspersons  interviewed, however, generally
characterized such reforms as ‘“necessary but not
sufficient” in addressing Guyana’s problems.>!

According to interviewees and reports from the
American Embassy in Georgetown, the Jagan
administration has been widely criticized for failing 10

47 Coopers & Lybrand, Guyana: A Guide for
Businessmen and Investors (Georgetown: Guyana
Manufacturing and Industrial Development Agency
and Coopers & Lybrand, 1991), pp. 21-24; and
intar-American Development Bank Economic and
Social Progress in Latin America: 1992 Report
(Washington, D.C.: The Johns Hopkins University
Prass, Oct. 1892), p. 109,

48 “agreement on CET,” Latin American Regional
Reports: Caribbean, Dec. 10, 1992, p. 2.

48 interviews with officials of the Guyanan
Government, May 17-20, 1983; and U.S. Department
of State telegram, “1992 Annual Labor Report for
Guyana,” message reference No. 01355, prepared by
U.S. Embassy, Georgetown, Apr. 20, 1993.

50 Eighty percent of the utility was purchased by
a US. entity. U.S. Department of State telegram,
1993 Commercial Activities Report for Guyana,”
message reference No. 01018, prepared by U.S.
Embassy, Georgetown, Mar. 24, 1993.

51 USITC staff interview with official from
Georgetown Chamber of Commerce and Industry,
May 17, 1993.

advance plans to privatize the remaining unprofitable
government-owned enterprises.5? Interviewees also
reported that the administration has been slow to
revoke regulations still in effect that discourage
investment, most notably the consumption tax of up
10 30 percent of the c.if. value of imported inputs
(although this tax can be waived in certain
circumstances).53  According 0 one recenmt repor,
the fiscal year 1993 budget of the Government of
Guyana contains a waiver of consumption taxes for
all imported goods used as capital inputs for the
agricultural sector.54

Investment Activity

An increase in domestic agricultural production,
due largely to prior investment to rebuild the
country’s sugar and rice industries, was responsible
for much of Guyana’s 1992 economic growth. The
USITC identified no new CBERA-related investment
projects in Guyana during 1992.  Recent u.s.
investment in Guyana has been in food service and
beverage industries, with output directed at the
domestic market. U.S. oil companies were involved
in exploratory drilling in Guyana during 1992 and
early 1993.5° Although Guyana signed a TIEA
agreement with the United States in 1992, it has yet to
receive section 936 project financing.

52 USITC staff interviews with representatives of
Georgetown Chamber of Commerce and Industry and
Guyana Manufacturing and Industrial Development
Agency, May 17-189, 1993. For additional information,
see U.S. Depariment of State telegram, “President
Jagan Comments on Privatization in Independence
Day Speech,” message reference No. 01877,
prepared by U.S. Embassy, Georgstown, May 28,
1093, and “Jagan Seen as Backtracking,” Latin
American Weekly Report, May 27, 1993, pp.
234-235.

53 USITC staff interviews with officials of the
Guyanan Government, May 17-20, 1993, and “Facts
on Fiscal Incentives to Industry,” pamphlet, Guyana
Manufacturing and Industrial Development Agency.

54 Sych taxes for tractors, combines, and other
harvesting equipment had ranged from 15 to 80
percent. For more detailed information, see u.s.
Department of State telegram, “1993 Commercial
Activities Report for Guyana,” message reference No.
01018, prepared by U.S. Embassy, Georgetown, Mar.
24, 19S3.

55 J.S. Department of State telegram, “1993
Commercial Activities Report for Guyana,” messagse
reterence No. 01018, prepared by U.S. Embassy,
Georgetown, Mar. 24, 1993.



Potential Effect of NAFTA

With the potential implementation of the NAFTA,
policymakers and businesspersons in both the CBERA
countries and the Uniied States have expressed
concern that NAFTA will have a significantly
negative effect on U.S. imports from the CBERA
countries and on the economic well-being of the
region as a whole. This section presents the leading
concerns about the probable impact of NAFTA on the
CBERA program and compares the import shares of
leading Mexican and CBERA products in the US.
market during 1992.56 ‘

Comments on the probable impact of the NAFTA
from the CBERA government officials contacted
during the course of this investigation focused on two
key themes. First, several individuals expressed the
concern that NAFTA will severely erode the
preferential trade benefits the United States currently
accords to CBERA countries and generally leave
CBERA products at a disadvantage relative to similar
Mexican products in competing for U.S. market share.
Some individuals mentioned the need to ensure that “a
level playing field” exists between Caribbean and
Mexican exporters with regard to the U.S. market.5
Representatives of several Caribbean  Basin
governments stated that the United States should
“upgrade” CBERA trade preferences to prevent the
program from becoming a “depreciated asset” by
providing benefits comparable to those accorded to
Mexico by NAFTA, particularly for textile and
apparel products.’8

The second area of concern involved the issues of
trade and investment diversion from the CBERA
countries to Mexico after NAFTA becomes
operational. Trade and investment diversion could

56 proposed legislation to provide preferential
tariff and quota treatment on imports from CBERA
couniries identical to the treatment accorded to like
articles imported from Mexico under NAFTA
(so-called NAFTA parity) is discussed in ch. 1.

57 Submission to the USITC dated June 29,
1993, by Richard L. Bernal, Ambassador of Jamaica
to the United States.

58 thid. See also text of testimony prepared for
delivery by Jose del Carmen Ariza, Ambassador to
the United States from the Dominican Republic, and
text of testimony prepared for delivery by Eduardo
Sperisen, Vice Minister of Economy of Guatemala, on
behalf of the economic Vice Ministers of Central
America and Panama, before the Subcommitiees on
Trade and Oversight of the House Ways and Means
Committee on the Caribbean Basin Free-Trade
Agreements Act of 1993, June 24, 1993.
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occur if the elimination of quotas and tariffs on
Mexican products removes or reduces the advantages
currently enjoyed by CBERA countries relative to
their Mexican counterparts. This effect could cause
U.S. suppliers and investors to redirect their sourcing
and channel their investment toward Mexico.
Several individuals report that signs of such
diversion already may be evident.5?

Representatives of two CBERA countries
expressed specific concerns about how NAFTA might
affect their countries’ exports to the United States.
The Govemnment of Trinidad and Tobago stated that
NAFTA could restrict that nation’s ability to export
competitively priced petroleum and petroleum
products (not CBERA-eligible) to the United States &s
tariffs on Mexican products are reduced.50

The Government of the Virgin Islands stated that
NAFTA could lead to surges in rum imports from
Mexico. Such surges would adversely affect
Caribbean Basin rum producers because—

Mexican rum producers will likely be able
1o match the price of Virgin Islands rum in the
U.S. market within as few as five to six years
{and] ... will be able to beat the price of
low-vaiued rum produced elsewhere in the
Caribbcan well before the end of the ten-year
phase-out.

To protect Caribbean rum producers, the Virgin
Islands proposed the establishment of an import surge
mechanism for rum to provide staged increases in
U.S. imports of Mexican rum.5!

In July 1992, the USITC completed a report
requested by the United States Trade Representative
on the potential effects of NAFTA on apparel

52 Submission to the USITC dated Juns 28,
1993, by Richard L. Bernal, Ambassador of Jamaica
to the United States. Investor uncertainty, possibly in
part attributable to the possibility of NAFTA, aiso was
reported by the American Embassy in the Dominican
Republic. See U.S. Depariment of State telegram,
“USITC Caribbean Basin Investment Survey,”
message reference No. 05435, prepared by U.S.
Embassy, Sanio Domingo, June 28, 1988,

80 Teoxt of testimony prepared for delivery by
Corinne McKnight, Ambassador of Trinidad and
Tobago to the United States, beiore the
Subcommittess on Trade and Oversight of the Houss
Ways and Means Committee on the Caribbean Basin
Free Trade Agreements Act of 13383, June 24, 1983.

61 Submission to the USITC dated June 289,
1993, by Peter N. Hiebert and Edward F. Gerwin, Jr.
of Winston & Strawn, Counssl for the Government of
the U.S. Virgin Islands.



investment in CBERA countries52  This report
analyzed five CBERA countries (Costa Rica, the
Dominican Republic, Guatemala, Honduras, and
Jamaica) and six representative textile and apparel
products (men’s blue jeans, men’s knit “golf” shirts,
men’s t-shirts, women’s suit-type coats, women’s
woven blouses, and brassieres). The report found
that NAFTA “will improve the relative cost
competitiveness of Mexican producers compared
with their counterparts in the Caribbean and Central
America” and will “introduce incentives ihat will
tend to favor apparel investment shifts from the
CBERA countries into Mexico.” However, the
report concluded that “CBERA producers . . . are
expected to retain a cost advantage (though reduced
after implementation of a NAFTA)” in cerain
products because of their relatively lower labor
COSts.

A number of factors ultimately will determine the
extent to which NAFTA may cause U.S. imports from
Mexico to displace imports from CBERA countries.
Such factors, include—

® Changes in the magnitude of U.S. tariff and
nontariff barriers facing Mexican products;

@ The relative prices of goods produced in Mexico
and in the CBERA countries;

e The current US. market share of Mexican
imports;

e The degree of substitutability between Mexican
and CBERA products in the U.S. markeg;

e The increases in investment in Mexico resulting
from NAFTA;

e NAFTA provisions affecting rules-of-origin and
trade-balancing requirements; and

e Production costs, transportation costs, and the
opportunity costs of capital.

U.S. tariff levels are likely to be one of the more
important determinates of the extent to which imports
from Mexico may displace imports benefiting from
CBERA 83 In general, the level of U.S. tariffs will be

62 For additional information, see USITC,
Potential Effscts of a North American Free Trade
Agresment on Apparel Investment in CBERA
Countries, USITC publication 2541, July 1982.

83 This discussion focuses only on U.S. tariff
levels, the first factor listed above, because data for
this factor are readily available. As discussed in ch.
3, imporis benefiting from CBERA are defined as
producis that are not excluded by CBERA, or that

positively related to the extent to which Mexican
imports could displace CBERA imports; in other
words, the greater the tariff reduction under NAFTA,
the greater the likelihood that imports from Mexico
will displace similar imports from CBERA countries.
The final effect siili would depend onm the other
faciors listed above, and more complete data on
these other factors are necessary to predict which
CBERA imports might be most affecied by NAFTA.

Table 4-2 reports the ad-valorem equivalent tariff
rate and the U.S. import market share of the 30
leading imports that benefited from the CBERA, and
competing imports from Mexico and the rest of the
world during 1992. These 30 items accounted for 89
percent of U.S. imports benefiting from CBERA
duty-free and reduced-duty provisions in 1992. Of
the products listed, Mexican frozen concentrated
orange juice faced the highest U.S. taniff (37.8 percent
ad valorem). The elimination of this tariff by NAFTA
could create increased competition in the U.S. market
for Caribbean frozen orange juice exporters.* The
items with the next highest tariffs were luggage with
outer surface of textile material (20.0 percent), frozen
vegetables such as asparagus and broccoli (17.1
percent), avocados (15.3 percent), stemmed tobacco
(12.1 percent), and cigarette leaf tobacco (8.4
percent).  Caribbean producers also could face
increased competition for U.S. market share in these
products.

Three products—footwear uppers, cigars valued at
23 cents or more, and certain frozen vegetables such
as carrots—were items that entered free of duty from
Mexico under GSPS5 U.S. imports of these products

83—Continused
would not otherwise have entered the United States
free of duty either at most-favored-nation (MFN) rates
or under the Generalized System of Preferences
(GSP). This definition includes imports that either
exceeded the GSP competitive naead limits or that
had never been eligible for GSP treaiment, but that
nevertheless were eligible for duty-free entry under
CBERA.

64 For additional information, see the section on
frozen concentrated orange juice in ch. 3.

85 The U.S. GSP program is discussed in greater
detail in ch. 1. Sugar imports from Mexico also were
eligible for GSP during 1932. However, these
imports were subject to U.S. tariff-rate quotas, and
were not considered in this analysis. For further
discussion on the effects of NAFTA on sugar imports
from Mexico, see USITC, Fotential Impact on the
U.S. Economy and Selected Industries of the North
American Free-Trade Agreement, publication 258§,
Jan. 1993.



from CBERA countries and from Mexico thus
already compete in a tariff-free environment.56
CBERA countries maintain a significantly larger
share of the U.S. market for footwear uppers and
cigars. Caribbean footwear uppers industries may
have an sadvantage derived from lower cost labor
than currently is available in Mexico.” Caribbean
cigars may benefit from being perceived as a distinct
product from cigars produced elsewhere.58

66 For a more detailed discussion of U.S. imports
of frozen vegetables under the CBERA and the
possible impact of NAFTA, ses USITC, CBERA,
Ssventh Annual Report, 1891, USITC publication
2553, Sept. 1892, p. 3-6.

§7 Footwear uppers are discussed in greater
dsiail in ch. 3.

68 ggg the section on cigars in ch. 3 for more
detailed information on Caribbean cigar production.
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Tabie 4-2
Ad valorem tariff rate! and U.S. Import market share? of leading imports that benefited from CBERA
and competing Imports from Mexico and the rest of the world, 1992

(Percent)

U.S. import market share
Ad valorem CBERA

HTS tariff Benefi- Rest of
subhsading Dascription rate claries Mexico Woerld
6406.10.653 Footwear uppers, other than formed,
ofleather ..........cociviiiiiiiiiinnnnns 37 57.8 11.3 30.9
0202.30.60  Frozen bonalass beef, except processed ...... .. 1.8 5.3 0.1 g48
0201.30.60  Fresh or chilied boneless beef,
excoptprocessed ...t 1.3 28.5 0.0 70.5
0804.30.40  Pineapples, fresh, in crates or packages ....... 42 97.7 21 0.2
1701.11.01 Cane sugar entered in pursuant o
S PrOVISIONS ... ....vvniiiannrnerraaennns % 35.2 0.0 64.8
2207.10.60  Undenatured ethyl alcohol, for
nonbeverage pUrPOSeS ...............c.... 4 21.5 0.0 78.5
2008.11.00  Frozen concsniraied orangsjuics ............. 37.8 8.7 23 88.0
2402.10.80% Cigars, cheroots, and cigarilios valued
3centsormoreeach .. ... ..ot 4.3 89.9 8.2 1.5
2401.10.60  Cigarette leaf, notstemmed .................. 8.4 53.4 8.1 37.6
1701.11.02  Cane sugar used io produce poiyhydric
alcohols . ....vvviviii e 4 855 0.0 14.5
8018.80.80  Medical, surgical, and dental instruments
and appliances ............. ...t 7.8 i8.3 i5.9 648
7213.31.30 lrregularly wound coils of hot-rolled rod
containing <0.25%carbon ................. 1.4 10.0 0.0 0.0
2401.20.80 Tobacco, partly or whoily stemmed ............ 121 33 0.8 959
0710.80.97  Frozen vegetables (asparagus, broccoli,
: and othar}, reducedinsize ....... ... .. 17.1 9.0 84.4 6.8
8533.40.00 Electrical variable resistors . .................. 6.0 7.9 20.7 71.3
4203.10.40  Articles of leatherapparel .................... 6.0 1.4 0.4 8.2
8533.21.00 Electricalfixedresistors ...................... 8.0 7.8 11.6 80.8
4202.12.80 Luggage with outer surface of textile
material ..........coiiiiiiiiiiiiii 20.0 10.5 i2.7 76.7
0603.10.60 Roses,freshcut .................. 8.0 6.5 7.2 88.0
2208.40.00 Rumandtafia .................... 10.8 85.0 0.0 i5.0
§204.30.80 Women's or girls’ suit-type jackets
andblazers ............... i 74 11.6 0.5 87.9
2008.40.40 Pinoapple juice, concentrated . ................ 55 7.7 i.7 90.6
9111.10.00 Watch casesof preciousmetal ................ 6.1 55.8 0.0 4.1
0710.80.70° Frozen vegstabies (carrots and other),
notreducedinsize ...............iiinnn 14.6 721 0.1 27.9
0804.40.00 Avocados, freshordried ..................... 15.3 16.6 6.3 771
2402.10.60  Cigars, cheroots, and cigarilios vaiued
tween i5and23centseach.............. 55 79.9 0.7 i9.4
7214.40.00 Hot-rolied bars and rods containing
<0.25%carbon .....ooiiiii e 3.7 8.2 33 88.5
7317.0055  Nails, tacks, and corrugated nails ............. 0.4 i4 1.2 g7.4
0802.90.80 Shellednuts,nes.i ..............oiiiinn. 1.5 211 0.0 78.9

7213.41.30  lrregularly wound coils of hot-rolied rod
containing between 0.25% and
0.6% CIBOM . .vuveieeniiiiirnnnnannanenns 1.4 1.7 0.0 88.3

1 Ad valorem rates were calculated by dividing calculated duties collected by the dutiable valus for imports from
Mexico and the rest of the world.

2 .S, import market share is based on c.i.f value.

3 tems on which Mexico currently receives GSP duty-free treatment.

4 Not available.
Source: Estimated by USITC staff from official statistics of the U.S. Department of Commerce.
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205-1810.

lesued: May 26, 1903.

By arder of the Commission.
Peal K. Bardes,
Acting Secretary. -
(PR Doc. $3-13024 Flled 6-2-83; 8:45 =}
SRASS CODE TED-G0-P

(Wwestigation Ne. 333-227]

Annusi Report on the impect of ==
Caribbesn Besin Economic Reccvery
Ast on U.S. iIndustries and Congusmers

AaEncY: United Siates Internatiosst
Trede Commission.

ACTION: Notice of desdline to subsmit
comments in connection with 19s

ennual report.

SPFECTIVE DATE: May 21. 1903.

POR FURTMER MNFORMATION CONTAC::
James E. Stamps (203-305~3227), Treds
Tﬁﬁvﬁu.(ﬂadm
U.S. International Trede Commissias.
Washington, DC 20436.

SUPPLEMENTARY INFORMATION:

Background

Sectien 215(a) of the Caribbean Se=i=
Economic Recovery Act (CBERA) (18
U.S.C. 2704(e)) requires that the
Commission submit annual reports ts
the Congress and the President on t&s
impact of the ect o industries and
consumers in the United States. Tie
Commission instituted the preses:

- investigstion under ssction 332(b; &f iss
Tariff Act of 1930 (10 U.S.C. 1332(b}} e2
March 21, .::‘“ for the P:l;" of
gathenng and presenting

information oo the CBERA. Netics of
institution of the investigstion an< ths
schedule for such wes

in the Federal Register of May 14, 1855
(51 FR 17678). The eighth report,
covening calendar year 19982, is to be
submitted by ember 30. 1993.

1o the ong:nal notice of investigstica.
it was announcad that. ss provide< in
secuon 215(b) of the CBERA. the
Commassion in such reports is requisred
10 assess the sctual effect of the ec: a=
the United States economy genereiiy es
well &5 on appropriste domestic
industnes and to assess the probsble
future effects of the act.

Written Submissions

The Cornmission doss not plan to
bold s public heanng in connectien
with the eighth annual repont. However.
interested persons are invited 10 submit
written statements concerning the
matters to be eddressed in the repsst.
Statements also are invited on the

A-2

wammm
&MMIQ

Acting Secyotary.
PR Doc. 83-13021 Filed 8~32-03; 8:43 =!
SLAG CDEE TaR-0-F

[rvestigation Ne. 337-TA-348)

Commission Determination Not T<
Roview initial Determinstions Gre====
Joint Motions To Terminate the
investigation With Respect 10 Thiss
Asspondents en the Baesis of
Liceneing Agresments

AGENCY: U.S. International Trade

C e -

ACTION: Notics.

In the matter of contain in-line rell=s
skates with ventileted boots and in-line
roller skates with axie aperture pluss
and component perts thereof
SUMMARY: Notice is bereby given thst
the U.S. International Trade
Commission bas determined not tc

review the presiding sdministrative lsw

3183¢

ADDARSSES: Copies of the IDs and &li
other nonconfidential documents £i=<
hm-c:tuwmthhhmi:uqm
oald)n‘: b:nnhw:ds am.tc 6};
I':..Mml Trade Commission. soo E
Strest SW.. Washington. DC 20436,
telephone 202-205-2000.

Inc.
filed s with the Commig=ian
Mhma
section 337 of the Teriff Act of 1933 s
US.C 1337). The unfair ects allege< i=
the complaint are the unsuthorisec
importation into the United Sistes, tbs
sale for importation, and the sale within
the United States ahter importstion &f
certainin-line roller skates with

mmu
wdﬁmt.z.s.c.s.c.r.ao
of U.S. Latters Patent 5,171,033, and/cs

egresments (Motion
On April 16, 1983, the Commission
investigstive sttorney supported the
joint motion. On April 29, 1983, th=
presiding edministrative law judge
issued an ID (Order No. 1) terminsting
the investigation with respect to
California Pro end P .

On April 19, 1983, Rollerblade end

Fitpess Products

(Keys) also jointly moved for the
terminstion of the investigation witk
respect 10 Keys on the basis of a petent
licensing agreement (Motion Dockst Ns.
348-3). On April 26, 1993, the
Commission

investigetive attorney
the joint motion. On April 22
sdministretive law
thO;dltNo.z)

1983, the
judge issued



SUBMISSIONS FOR THE RECORD
INVESTIGATION NO. 332-227

Dr. Richard L. Bernal, Ambassador of Jamaica to the United States

Peter N. Hiebert and Edward F. Gerwin, Jr., on behalf of the Government of the U.S. Virgin Isiands
Jason E. Kelly, on behalf of the Commonwealth of Puerto Rico

Mitchell J. Cooper, on behalf of the Rubber and Plastic Footwear Manufacturers Association
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Tabie B-1
U.S. trade with the Caribbean Basin countries, 1984-82

th;on:f U.s. mt#.s.
& to om
U.S.exports' theworld U.S.Imports? theworld  U.S.trade balance
Year Million doliars  Percent Mdiliion dollars  Perceni Afilfion doliers
6,300.2 28 8,896.5 28 -2,588.3
5,896.4 2.8 6,849.9 20 -853.8
6,282.2 2.8 6,186.8 1.7 105.4
6,840.6 28 6,178.1 15 762.6
7.66883 25 6,172.3 i4 1,484 0
9,184.4 28 7,020.8 iS5 2,163.8
9,608.2 28 7.6801.3 1.5 2,097.0
10,170.1 25 8,304.3 1.7 1,885.8
11,3284 2.7 9,488.8 i8 1,835.8
1 Domestic exports, f.a.s. basis.
2 imports for consumption, customs valuse.
Source: Compiled from official statistics of the U.S. Department of Commercs.
Table B-2
U.S. trade with the countries designated under CBERA, 1984-92
Shere of U.S. Shars of U.S.
exports to Enporie from
Year ' US.exporis' theworid US. imports? theworld  U.S.trade balance
Million dollars  Parcent Miliion doliars  Percent Million dollars
1984 . ... ... .iiiiiinnnn 58528 28 8,649.2 2.7 -2,6888.4
1985 ... .. ..iiiiiieiennnn 5,743.0 28 6,687.2 i8 -844.2
1986 ...ttt 6,064.6 28 6,064.7 1.6 -0.1
1887 .. ... i §,688.3 27 6,035.0 i5 629.3
1888 ... ... it 7.421.8 24 6,061.1 i4 1,380.7
1089 ......ciiiiiiiniiie 8,105.0 2.3 8,837.4 14 1,467.6
1880 .. ... it 9,307.1 25 7525.2 i5 1,781.9
1881 ... §,885.5 25 8,2284 1.7 1,656.1
1882 . ... iieeiiiieen 10,901.7 26 9,425.6 18 1,478.1

1 Domastic exports, {.a.s. basis.
2 imports for consumption, customs value. _
Source: Compiled from official statistics of the U.S. Department of Commerce.



Table B-3
Definition of product categories used In tabie 2-5 (U.S. imports for consumption from CBERA
countries of goods not eligible for CBERA duty-free entry, 1 92)

Textiles and apparel are defined as HTS items 51012110, §1012160, 5101 2910, 51012960, 51013060,
51021090, 51051000-51053000, 51061000-51082060, 51091040-51091060, 51099040, 51689063,
51111120-51129090, 52041100-52082980, 52083140-52083180, 52083230-52083980, 520841 40-52084180,
52084230-52084980, 52085140-52085180, 52085230-52092900, 52093160-52093900, 520941 60-52084800,
52095160-52122560, 53092120-53092920, 53110020, 54011000-54034900, 54041080, 54081000,
54062000, 54050030, 54071000-54083480, 55011000-55169400, 56011010, 56012100, 5§8513G30,
56021010-56042000, 56012200, 56074130, 56074915-56075040, 56081100-56081920, 56080030,
56089027, 56090010, 57011016-57011020, 57023110-57023220, 57024110-57024910, §7025120-57025810,
57029130-57029910, 57031000-57033000, 57041000, 57049000, 58011000-58013600, 580211 03-58021800,
58031000-58039012, 58039030, 58042100, 58050025-58050030, 58061010-58061020, 580631 00-58083810,
58109100-58109200, 58110010-58110030, 59011010, 59019020, §9021000-59029000, 59031018,
59031025, 59032018, 59039018, 59039025, 59069125-58069310, 58069110, 59069825, 59070010,
60011020, 60012100, 60012200, 60019100-60019200, 60021040, 60022010-60022060,
60024100-60024300, 60029100-60029300, 61011000-61013020, 61021000-61023020, 61031100-61 031820,
61032100-61032910, 61033100-61033910, 61034110-61034920, 61041100-61041915, 61042100-61 042810,
61043100-61043910, 61044100-61044420, 61045100-61045910, 61046100-61046920, €1051000-61 059010,
61061000-61069010, 61071100-61071200, 61072100-61072920, 61079100-61079920, 61081100,
61082100-61082200, 61083100-61083910, 61089100-61089920, §1091000-61099015, €1101010-611 03030,
61111000-61119050, 61121100-61121910, 61122010, 61123100, 61124100, 61141000, 61142000-61143030,
61151100-61151200, 61159100-61159918, 61169100, 61169274, 61169294, 61169394, 611 §0954,
61169364-61169374, 61171010-61171020, 62011100-62011340, 62019110-62019335, 620211 00-62021340,
62029110-62029350, 62031110-62031930, 62032100-62032920, 62033100-62033920, 6203411 0-82034820,
 62041100-62041920, 62042100-62042920, 62043110-62043930, 62044110, 62044120, 62044220-562044230,
62044320-62044340, 62044430-62044440, 62045100, 62045220, 62045320-62045330, 62045920-62045930,
62046100-62046220, 62046240-62046315, 62046325-62046925, 62051020, 62052020, 6205301 5-62053020,
62062020-62062030, 62053020-62063030, 62064020-62064030, 62071100, 62072100-62072200,
62079110-62079940, 62081100-62081920, 62082100-62082200, 652089110-62089920, 62091 000-62088030,
62102010, 62103010, 62104010, 62105010, 62111110, 62111210, 62114100-62114300,
62132010-62139010, 62142000-62144000, 62152000, 62160041, 62160058, 62160080, -
63012000-63014000, 63021010-63022220, 63023110-63023220, 63025110-63025140, 63025300, 83028820,
63031100, 63031200, 63039100, 63038200, 63029310, 63029320, 63041110-63041120,
63041905-63041920, 63049200-63049300, 63049915, 63052000-63053900, 63061100, 63061 200,
63062100, 63062290, 63064100, 63069100, 63071010, 63101010, 63109010, 6501 0090, 65030090,
65059030-65059080, 94049010, 63026000-63029100, 5801902090, 5803904090, 5805004010,
5601290020-5604200000, 5701901020, 5702109010, 5702108030, 5705002010, 5705002030,
5802200020-5802200090, 5802300020-5802300090, 5804100020-5804100090, 5804290020-5804280080,
5804300090, 5806103020-5806103090, 5806393020-5806393080, 5807101020, 580790101 §-5887801020,
5808102010, 5808103010, 5810990010, 5903903010, 6001930090, 6002990090, 6101 900010-6101900030,
6101900050-6101900060, 6102800005-6102900015, €102900025-6102900030, 6103194010-61 031984050,
6103194070-6103194080, 6103292030, 6103292036, 6103292042, 6103292054, 6103292058-61 03282082,
6103292066-6103292074, 6103292082, 6103392010-6103392030, 6103392050-6103392060,
6103493010-6103493014, 6103493018-6103493038, 6103493040-6103493060, 6104192010-61041 92080,
6104192080-6104192090, 6104292010-6104292014, 6104292018-6104292026, 6104292030-61 04252038,
6104292042-6104292050, 6104292053-6104292060, 6104292064-6104292078, 6104292082-61 04282080,
6104392010-6104392030, 6104392050-6104392090, 6104490010-6104490030, 61044S0050-61 04420080,
6104592010-6104592030, 6104592050-6104592090, 6104693010-6104693014, 6104693018, 61 04693026,
6104693030-6104693032, 6105903010-6105903030, 6105903050-6105903060, 6106802010-61 082302030,
6106902050, 6107190020, 6107294020, 6108190010, 6108190030, 6108290020, 61 08322020,
6108994020, 6109902015, 6109902030, 6110900010-6110900014, 6110900018-6110900030,
6110900036-6110900040, 6110900044-6110900054, 6110900060-6110900068, 611 0900072-6110300078,
6110900084-6110900090, 6111906020, 6112192020-6112192030, 6112192050-6112192080,
6112192080-6112192090, 6114900010, 6114900020, 6114900030, 6114500040-6114900055,
6114900065-6114900070, 6115190010-6115190020, 6116103510-6116103530, 6116106010-61161 08030,
6116999010-6116999030, 6116999050-6116999060, 6116109010-6116109025, 6116998010-611 6998030,
6117200010-6117200019, 6117200050-6117200060, &117800013-6117800025, 6117800050-611 7800060,
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Table B-3—Continued
Definkion of product categories used In table 2-5 (U.S. imports for consumption from CBERA
countries of goods not eligible for CBERA duty-free entry, 1 92)

Textiles and apparel HTS i#tems—Continued

6117900010-6117200014, 6117900018-6117800026, 6117900030-6117900036, 6117900040-6117900046,
6117900050-61179800051, 6117900055-6117900056, 6117900060, 6201190010-6201190030,
6201190050-6201190060, 6201990010-6201990030, 6201990050-6201990060, 6202190010-6202190030,
6202190050-6202190060, 6202990010-6202990030, 6202990050-6202990060, 6203194010-6203194050,
6203104070-6203194080, 62032983020, 6203203028, 6203293040, 6203293060, 6203283080,
6203304010-6203354030, 6203304050-6203394060, 6203483015-6203493030, 6203493040, 6203483060,
6204193010-6204193060, 6204193080, 6204284010-6204294014, 6204294018-6204294026,
6204294030-6204204038, 6204204042-6204204050, 6204294054-6204294062, 6204294066-6204294068,
6204394010-6204394030, 62043084050-6204394060, 6204450010-6204490030, 6204490050-6204490060,
6204504010-6204504020, 6204693010-6204693030, 6204693050, 6204693070, 6205802010-6205902030,
6205902050, 6206100010-6206100030, 6206100050, 6207190030, 6207280010, 6207280030, 6207996020,
6207906040, 6208194020, 6208290010, 6208290030, 6208996020, 6208996040, 6209904020,
6210104015-6210104025, 6210202020, 6210302020, 6210402020-6210402050, 6210502020-6210502050,
6211112010-6211112020, 6211112040, 6211123003-6211123005, 6211123025, 6211201030-6211201040,
6211300020-6211300080, 6211400020-6211490070, 6211490080, 6212101010, 6212101040, 6212102040,
6215100025, 6215100080, 6216003010-6216003030, 6216003110-6216003130, 6217100020,
6217900003-6217900010, 6217900020-6217900035, 6217900045-6217800060, 6217900070,
6217900080-6217800085, 6217900085, 6301900010, 6301900030, 6302290020, 6302380010, 6302390030,
6304193040, 6304910020-6304910050, 6304896010-6304996020, 6367102005-6307102028, 6502009030,
6504000015, 6504009060, 6505909060, 9404903010, 5903203010, 61 07994020, 6115190040,
6115200010, 6115200030, 6115092020, 6109902035, 6116926050, 6116926060, 6116926070, 6116395040,
6216003210-6216003225, 6216005220, 6216005245, 6216003820.

Petroleum and petroleum products are HTS items 2709, 2710.00.05-2710.00.30, 2710.00.45, 2712, 2713.11.00,
2713.20.00, 2713.80.00, 2714, 2715.

aogtswgﬁ;q gro HTS items 6401.10.00-6402.19.90, 6402.30.30-6405.20.90, 6405.90.90-6406.10.50, 6406.10.77, and

Handbags, luggago and flat goods are HTS items 4202.11.00-4202.22.15", 4202.22.40-4202.22.60, 4202.22.80°, |
4202.29.00,, 4202.31.60,, 4202.32.40 , 4202.32.95, 4202.91.00-4202.92.45", 4202.92.60-4202.99.00 , 4602.10.21 ,
4602.10.22°, 4602.10.25 ", and 4802.10.29 .

Certain leather apparel is HTS item 4203.10.40".

Work gloves are HTS items 4203.29.08", 4203.29.18°, 6116.10.15, 6116.10.18°, §116.10.25, 6116.10.45",
6:\:!662‘1)25004%8 6413.6.10.70.40 ,6216.00.15, 6216.00.12, 6216.00.20, 6216.00.18, 6216.00.25.40, 6216.00.27.40,
al UU.£8. .

Tuna is comprised of HTS items 1604.14.10, 1604.14.20, and 1604.14.30.

Note.—Certain articles within these categories (HTS item followed by *) are eligible for a 20-percent duty reduction, i
be implemented in five equal annual stages effective Jan. 1, 1992.
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Table B-4
Leading U.S. imports for consumption entering under CBERA duty-free and reduced-duty provisions,
in 1982, by sourcse

(1,000 dollars)
122 Share
Duty-Free of 1992
CBERA CEBERA
Country HTS Mo, Dascription imports fmporis
Antigua ....... 8534.00.00 .. Printed circuits, withoutelements ...................... 200 61.5
2814.30.00 .. Sodiumdichromate ... .......cooiniiniaiiaeicaees 51 i5.8
0302.82.40 .. Fish, nesoi, sxcl. fillets, livers and roes, fresh ........... 48 14.9
2208.40.00 .. Rumandtafia ..........covieriieniiiieeioninnnns 15 4.6
Totalofitemsshown ... ... ...iiitiriiiiiencannenes 314 85.8
Aruba......... 8412.81.80 .. Partsof pumps .......ccioiiiiininniaiiiiitiiiiiians 6 62.1
. 3304.22.00 .. Baauty or make-uppreparations .............ce0eennn 2 223
7113.18.50 .. Jewsiry and jewelry paris of precious metal .. ........... 1 i58
Totalofitems shown . ......iiiiiiiinirenennnnnnnnn. 9 100.0
Bzhamas...... 2018.90.30 .. Aromatic drugs derived from carboxylicacids ........... 78,594 84.2
2037.22.00 .. Halogenated derivatives of adrenaicortical hormon 7.122 7.8
0707.00.20 .. Cucumbers, fresh or chilied, if entered Dec-Feb . .. .. 1,792 i3
0707.00.40 .. Cucumbers, fresh or chilied, if entered Mar-Apr ......... 1,025 1.1
0805.40.80 .. Grapefruit, freshordried ................cooiiniiinn 833 2
Totalofitems shown . ..........cooviiirieiiinaacennn. 88,366 95.7
Barbados...... 85332100 .. Eleciricalfizedresisions .............ccoieniiainnn 7,761 50.1
9032.89.80 .. Automatic reguiating or controliing instruments .......... 2,833 17.0
2208.40.00 .. Rumandtafia ............ooiiiieiiiiiiiiiiiiin, 1,048 6.8
8532.10.00 .. Fixed electricalcapacitors ...............c.coiinenenn 990 6.4
8533.35.00 .. Electrical wirewound varisbleresisiors ................. 765 43
Totalofitemsehown .........o oottt 13,198 85.2
Belize ......... 2009.11.00 .. Orange juice, frozen, unfermented . .................... 15,738 66.3
1701.11.01 .. Cane sugar entered in pursuant to its provisions . ........ 3,280 13.8
2009.20.40 .. Grapefrult juice, unfermented, frozen .................. 1,801 7.6
1702.80.35 .. Inverimoiassss . .........coieiiiaiiiiiii i 1,798 7.8
Totalofitems shown .......coviniiiieiiiiiiiiae e 22617 §5.3
British Virgin
Islands ........ 0303.79.40 .. Fish, exciuding fillets, frozen, nesoi .................... 47 69.2
0304.10.30 .. Hakefillets, freshorchilled .............. ... ..ol é 8.3
4911.91.40 .. Pictures, designs, and photographs .................... € 8.1
Totzfofitemsshown ... ... .. oot 5% 86.6
Costz Bica .... 0804.30.40 .. Pineapples, freshordried .................oiiiiannnn 27,318 8.3
0202.30.60 .. Frozen bonsless beef, exceptprocessed ............... 20,748 7.0
8516.21.00 .. Electrothermic hairdryers ......... ... .. ..ottt 20,214 6.9
. 0807.10.20 .. Cantaloupss, fresh, entered beitween 9/16-731 ......... 18,388 6.2
0201.30.80 .. Fresh or chilled boneless beef, excapt processed ....... 17.158 5.8
9506.60.20 .. Bassballsandsoftballs .....................ionl 12,260 42
8533.40.00 .. Elecirical varisbls resistors, nesol ..................... 11,680 4.0
2207.10.80 .. Undsnatured sihyl alcohol, for nonbsverageuse ........ 11,012 37
0302.62.40 .. Fish, nesoi, excl. fillets, livers and roes, fresh ........... 10,893 37
0307.10.70 .. Melons, nesci, fresh ... ... .. .. il 8,192 28
1701.11.02 .. Sugar used in production of polyhydric alcohols ......... 7,550 26
0714.10.00 .. Cassava {manioc), frashordried ................ ... 6,432 2.2
0603.10.70 .. Chrysanthemums, standard camations, anthuriums ...... 5,979 290
3926.90.90 .. Articles of plastics and othermaterials ................. 5,184 i.8
0702.80.10 .. Chevote, freshorchilled .................cccieiiainnn 4,778 186
4418.20.00 .. Wooden doors and their frames and tresholds .. .. 4,395 i5
0111.10.00 ... Watch cases of precious metal or of metal clad .. 4,367 1.5
2009.11.00 .. Orange juice, frozen, unfermented .. ........... 3,862 i3
0811.20.10 .. Bananas and plantains, uncooked or steamed .... .. 3,708 1.3
0403.70.40 .. Furniture of reinforced or laminated plastics ............ 3,475 i.2
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Tabie B-4—Continued
Leading U.S. imports for consumption entering under CBERA duty-free and reduced-duty provisions,
in 1882, by source

(1,000 dollars)
1882 Shere
-Fres of 1982
CBERA CBERA
Country HTS Ho. Description imports imports
Costa Rica .... 0714.90.10 .. Fresh dasheens, whetherornotsliced ................. 3,070 1.0
—Continued 2008.99.13 .. Banana pulp, otherwise prepared or preserved .......... 3,009 1.0
0714.90.20 .. Fresh yams, whetherornotsiiced ..................... 2,935 1.0
0603.10.80 .. Cutflowers andflowerbuds ................coinennn 2.881 1.0
Totalof feMS ShOWN ... .. ..ovviiiiiii i 215,494 745
Dominica ...... 3401.11.50 .. Soap, nesoi, organic surface active products ............ 671 66.5
1302.19.40 .. Ginseng; substances havin? anesthetic ................ 148 4.7
8419.81.90 .. Machinery and eguipment, for making hot drinks ........ 66 6.6
3920.59.10 .. Other plates, shests, film, foil, flexible .................. 31 31
3920.59.50 .. Other plates, shests, film, foil, other ................... 24 23
Total of iteMS ShOWN ... ....coiiiiiieieeneerenoennnennn 940 3.2
Dominican
Republic ...... 6406.10.65 .. Footwear uppers, other than formed, of leather .......... 132,127 243
1701.11.01 .. Cane sugar entered in pursuant fo its provisions .. ....... 72,321 13.3
8538.9C.0C .. Parts for use with electrical apparatus . ................. 54,934 10.1
9018.90.80 .. Medical and surgical instruments and appliances ........ 42,368 7.8
7113.19.50 .. Jewelry and jewelry parts of precious metal ............. 38,050 7.0
2402.10.80 .. Cigars, cheroots, and cigarillos ....................... 22,362 4.1
7113.19.21 .. Rope necklaces and neck chainsofgold ............... 14,070 2.6
7113.19.10 .. Rope, curb, etc. in continuous lengths ................. 11,485 2.1
4203.10.40 .. Leatherapparel® ...l 10,814 20
0201.30.6C .. Fresh or chilled boneless baef, ex processed ....... §,797 1.8
8536.90.00 .. Electrical apparatus, nesoi, for switching ............... 7,922 1.5
1702.1050 .. Cane MOI@SSOS .........c.covreencnscocnnnnnaaaansns 7,900 1.5
Totalofitems ShOWN . ... ...ooitiiiiiicnerenennnann 424,150 78.1
El Salvador .... 1701.11.01 .. Cane sugar entered in pursuant to its provisions ......... 6,247 23.1
2207.10.60 .. Undenatured ethyl al |, for nonbeverage use ........ 2,735 10.1
1701.11.02 .. Su?:r used in production of polyhydric alcohols ......... 2,600 9.6
0807.10.7C .. Melons, nesoi, frash .............cciiiiiiiiieens 2,007 7.4
4819.40.00 .. Sacks and bags, nesoi, including cones, of papsr ........ 1,578 5.8
8532.24.00 .. Ceramic dielectric fixed capacitors, multilayer ........... 1,477 55
1703.1050 .. Cane molasses ..........covveenuecrtannnanaaanacnes 1,364 5.0
0710.80.93 .. Okra, uncooked or cooked by steaming, frozen ......... 1,210 45
9507.90.70 .. Anificial baits andfiies .....................ooiiinnn 674 25
0807.10.20 .. Cantaloupes, fresh, entered between 9/16-731 ......... 650 2.4
Totalof iteMS ShOWN .. .....coeuveiiionneeeinnennennes 20,542 75.8
Grenada ...... 3926.90.90 .. Anticles of plastics and other materials ................. 435 40.2
9018.90.80 .. Medical and surgical instruments and appliancss ........ 285 26.3
0810.90.4C .. Freshfruit,n@si ...........ccocconniiieeiiacceenonns 98 9.1
8504.90.00 .. Parts of electrical transformers, static convert ........... 9% 8.9
-8533.90.02 .. Parts of electrica! resistors, rheostats .................. 77 71
Total Of t@MS SHOWN .. .. eeieceentcnnannnacanns 991 91.8
Guatemala .... 1701.11.02 .. Sugar used in production of polyhydric alcohols ......... 37,918 20.0
1701.11.01 .. Cane sugar entered in pursuant to its provisions ......... 22,140 1.7
2401.10.6C .. Ci%aretto leaf, not stemmed, notoriental ............... 17,408 9.2
0710.80.97 .. Other frozen vegetables not reduced insize ............ 11,354 6.0
0710.80.70 .. Other frozen vegetables reduced insize ................ 9,681 5.1
0201.30.60 .. Fresh or chilled boneless beef, except processed ....... 9,608 5.1
0202.30.60 .. Frozen boneless beef, exceptprocessed ............... 7,232 3.8
2401.20.80 .. Tobacco, partly or wholly stemmed .................... 6,939 37
0708.10.40 .. Peas, fresh or chilled, shelled or unshelled ............. 5,954 3.1
0807.10.20 .. Cantaloupes, fresh, entered betwesn 9/16-731 ......... 5,410 28
0603.10.60 .. Roses, freshcut ............c.coiiieiininiiieeienens 4,918 28
Total of HEMS ShOWN . .. ... i iieiiaecncnnnnenans 138,559 73.2
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Table B-4—Continued

Leading U.S. imports for consumption entering under CBERA duty-fres and reduced-duty provisions,
in 1982, by source
(1,000 dollars})
1882 Share
Buty-Fres of 1992
CEERA CBERA
Country HTS No Description imcorts imports
Guyana ....... 0303.79.40 .. Fish, excluding fillets, frozen, nesoi .................... 329 27.4
2208.40.00 .. Rumandtafia ..........c.cciieiiinntiniiiiionaneen 216 i7.8
8708.93.50 .. Clutches and parts thereof, for motor vehicles ........... 19 9.9
3307.10.20 .. Pre-shave, shaving or after-shave preparations ......... 113 94
0106.00.10 .. Live birds, otherthanpoultry . ..............ooveecnenns 100 8.3
Totalof teMS ShOWN .. ... .cciiirinanneenneennnaannns 877 72.8
Haiti .......... 9506.69.20 .. Baseballsand softballs ................... i 3,616 20.9
6116.10.45 .. Gloves, mittens & mitts (excl. ski'snowmobile) .......... 1,136 6.6
8536.69.00 .. Plugs and sockets for making connections .............. 940 5.4
8504.50.00 .. INCUCIOrS, NBSOI . . ....cvvvecoresseanocasnococnsceecss 850 48
8533.90.00 .. Parts of electrical resistors, rheostais .................. 822 48
8536.50.00 .. Switches, nesoi, for switching, making connections ...... 801 4.6
8538.90.00 .. Parts for use with electrical apparaius .................. 776 45
3926.90.90 .. Articles of plastics and other materials ................. 772 45
8504.31.40 .. Electrical transformers, NSOI ............coueeueees-s 624 36
4107.90.30 .. Leather of animals, nesoi, withouthairon .............. 583 34
4016.99.25 .. Articles made of noncellular vuicanized rubber .......... 505 29
4203.10.40 .. Leather L L P ... 479 2.8
8504.90.00 .. Parts of electrical transformers, static convert 446 26
9405.10.80 .. Chandeliers and other electrical ceiling lights 408 24
Totalof iteMS ShOWN ... ...ccviiiiccncnnnenreeannns 12,758 73.8
Honduras ..... 0202.30.6C .. Frozen boneless beef, except processed ............... 26,476 235
0201.30.60 .. Fresh or chilled boneless beet, except processed ....... 12,754 1.3
0807.10.20 .. Cantaloupes, fresh, entered bstween 9/16-731 ......... 9,887 8.8
2402.10.80 .. Cigars, cheroots, and cigarillos ....................... §,23C 55
1701.11.01 .. Cane sugar entered in pursuant to its provisions ......... 5,614 5.0
9506.69.20 .. Baseballsandsoftballs ................cccceniinntnn 5,589 5.0
2401.20.80 .. Tobacco, partly or wholly stemmed .................... 3,393 3.0
3923.21.00 .. Sacks and bags (includingcones) ..................... 3,120 28
2008.99.13 .. Banana pulp, otherwise prepared or preserved .......... 3,056 2.7
2401.10.6C .. Cigarette leaf, not stemmed, not oriental ............... 2,889 28
7317.00.55 .. Nails, tacks, corrugated nails and stapies .. ............. 2,669 24
Total of temMS ShOWN ... .cvvviiieivnnneaieeceeannannes 81,677 728
Jamaica....... 2207.10.60 .. Undenatured ethyl alcohol, for nonbeverage use ........ 8,660 18.0
1701.11.01 .. Cane sugar entered in pursuant fo its provisions ....... .. 5,643 1.7
2208.40.00 .. Rumandtafia ...........cociiiniiiiiiiiiiiinnen 4,553 95
0714.90.20 .. Frash yams, whetherornotsliced ................c..... 4,07¢ 8.5
2402.10.80 .. Cigars, cheroots, and cigarillos ..................c.e-o 3,902 8.1
2203.00.02 .. Beermadefrommalt ........ ... oo it 2,368 43
2208.90.45 .. Cordials, liqueurs, kirschwasser and ratafia ............. 2,319 48
: .90.00 .. Electrical atus nesoi, for switching ................ 1,333 28
2103.90.6C .. Mixed iments and mixed seasonings ............ .- 1,274 26
0807.20.00 .. Papayas (papaws), fresh ....................cavveenn. 1,263 28
1704.90.20 .. Confections or sweetmeats ready for consumpiion....... 1,145 24
Totalof iteMS ShOWN .. ... .o iniiaiiiiierenens 36,531 75.8
Montserrat ... .. 2208.90.45 .. Cordials, liqueurs, kirschwasser and ratafia ............. 41 100.2
Total of itemMS ShOWN .. ... .cvvnrrvaancesnrmnooanaenns 41 100.0
Netherlands 3507.90.00 .. Enzymes; prepared enzymes nesoi, excluding rennet ... 1,051 35.5
Antilles ........ 8544.60.20 .. Insulated electric conductors nesoi ...................t 619 20.8
8504.31.40 .. Electrical transformers, nesci .................c.ccoot 472 15.8
8524.21.30 .. Pre-recorded magnetic tapes, of certain width ........... 376 12.5
7326.20.00 .. Atticles of iron or steel wire, nesoi ...................en 261 8.8
4818.10.00 .. Tolletpaper ...........co.ocoeiiiiiniaanrniennenrenes 138 48
Total Of tEMS ShOWN .. ... viiei i iiicai e 2,908 98.2
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Tabie B-4—Continued
Leading U.S. imports for consumption entering under CBERA duty-free and reduced-duty provisions,
in 1882, by source

(1,000 dollars)
1892 Shars
-Free of 1992
CBERA CBERA
Country HTS Ro. Doscription fmporte imports
Nicaragua ..... 1701.11.01 .. Cane sugar entered in pursuant fo its provisions ... ...... 12,486 31.2
$202.30.80 .. Frozen bonsless beef, exceptprocsssed ........ cee 7,833 188
0201.30.60 .. Fresh or chilled boneless beef, except processed . 5,808 i4.5
1701.11.02 .. Sugar used in production of polyhydric aicohols 4,837 i2.1
1703.1050 .. Canemolasses ............c.cceititiiiiinaaaniaannnn 2,169 5.4
Total of fHemS ShoOWNR . ..., ..ttt iiiiiiieiianennnnnns 33,133 82.8
Panama ...... 0302.68.40 .. Fish, nesoi, excl. fillets, livers and ross, fresh ........... 5,588 235
2401.20.80 .. Tobacoo, parilyorwholiystemmed ... ................ 4,683 19.7
0807.10.70 .. Malons, nesoi,fresh ..ot 3,211 13.5
2008.99.13 .. Banana pulp, otherwise prepared or preseved .......... 2,427 10.2
1701.11.01 .. Cane sugar eniered in pursuant fo iis provisions ......... 1,291 5.4
Totalofitame ehOWR . ... ... ittt 17,201 72.4
St.Kitsand ... 1701.11.01 .. Cane sugar entered in pursuant to its provisions ......... 3,070 21.7
Navis 8536.50.00 .. Swilches, nesoi, for swiiching, making connections ...... 3,056 2186
8533.40.00 .. Electrical variable resistors, nesoi ..................... 1,614 1.4
8503.00.80 .. Parts, nesol, of eleciric motors and genersators .......... 1,190 84
8473.30.80 .. Parts and accessories, nesoi, of ADP machines ......... 1,186 84
Total of iemMS ShoWN . ... ..ottt ittt eennnnnns 10,116 7158
St. Lucia ...... §533.21.00 .. Electrical fixedresistors ............ccovieiii it 1,886 47.8
8532.29.00 .. Fixed electrical capacitors, nesoi ...................... 1,116 28.3
6307.90.40 .. Cords and tassels made up of textile materials .......... 219 5.8
3826.80.80 .. Articles of plastics andothermaterials ................. 171 4.4
4823.90.85 .. Articles of paper, paperboard, and cellulose webs ....... 153 3s
Totalofitems ShOWR . .....ccvinniiiiiiiiiiiniinnnn 3,544 80.1
St. Vincent
and the
Grenadines .... 8504.50.00 .. Inductors, n@SOi ............c.oiiiiiiiiiiiiiiiiinenn 74 447
2009.60.00 .. Grape juice (including grape must), unfermented ........ 34 20.5
2009.40.40 .. Pineapple juice,concentrate ................coeeeinnns 31 i85
0302.69.40 .. Fish, nesol, excl. fillets, livers and roes, fresh ........... 1 6.8
Totalofitemsshown . ...........ooiiiiiiiinnninnnnnns 150 §0.5
Trinidad and
Tobago ....... 7213.31.30 .. Bars & rods, hot-rolled, of ironorn/alloy steal ........... 15,422 345
2805.11.20 .. Methanol {methylalcohol} ...l 7,417 16.6
1701.11.01 .. Cans sugar snierad in pursuantic is isions......... 5,497 12.3
72144000 . Barsancdrodsofironornonslloysiesl ... .. ... ..., 3,067 6.2
7213.41.30 .. Bare & rods, hot-rolied, of ironorn/alloy stesl ........... 2,742 6.1
Totalofitemsshown . ... ... iiiiiiiiiiierennnanns 34,145 76.4

1 Indicated articles are subject to the CBERA 20-percent duty reduction. -
Note.—Because of rounding figures may not add to the iotais shown.
Note.—Commodities sorted by imports for consumption, customs value in 1982.
Source: Compiled from official statistics of the U.S. Deparntment of Commercs.



APPENDIX C
TECHNICAL NOTES TO CHAPTER 3



The following discussion presents the methodology
for estimating the net-welfare effects and the level of
domestic output displaced by the duty-free and
reduced-duty status granted to Caribbean imports
under CBERA in 1992. This comparative static
analysis measures these effects by restoring the tariff
under the current set of market conditions—i.e., it
estimates how net welfare and domestic output would
change in the absence of CBERA duty-free treatment.

The removal of CBERA duty-frec treatment is
analyzed in a partial equilibrium framework. Imports
from CBERA beneficiary countries, imports from
non-CBERA countries, and competing domestic output
are assumed to be imperfect substitutes for each other.
Each of the three products is characterized by a
separate market where differing equilibrium prices can
exist. The three markets are depicted in panels a, b,
and ¢ of figure C-1.

It is assumed that the CBERA import supply curve
to the U.S. market, the non-CBERA import supply
curve, and the domestic industry supply curve are
horizontal. This is shown by the curves S, Sy, and Sga.
The subscripts ¢, n, and d refer to CBERA imports,
non-CBERA imports, and U.S. output, respectively.
Because CBERA imports account for a very small
share of total domestic consumption, this assumption is
made to obtain the maximum displacement effects to
domestic production by CBERA imporis. The CBERA
and non-CBERA import demand curves, D, and Dy,
and the demand curve for domestic output, Dg, are all
assumed to be downward sloping.

Elimination of duty-free treatment for CBERA
imports causes the import supply curve, S, in panel a
to shift up by the amount of the ad valorem tariff, t.
Therefore, the equilibrium price in the U.S. market for
CBERA imports increases from P to P’ while the
quantity imported decreases from Qct o Q'.. The
relation between the tariff-ridden and tariff-free price is
P.=P(l +1).

With an increase in the price of CBERA imports,
the demand curves for both non-CBERA imports and
domestic output, D, and Dy, shift out to D', and D’4,
respectively. Since the supply curves in both these
markets are perfectly elastic, the equilibrium prices do
not change. The equilibrium quantity supplied in each
market increases from Q, and Qg to Q'y and Q’g,
respectively.

The increase in the tariff for CBERA imporis
causes the tariff revenue collected from CBERA
imports to increase. This is measured by the area of
the rectangle P’cacP. in panel a. In the market for
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CBERA imponts, there is also a simultaneous decrease
in consumer surplus. This is measured by the
trapezoid P’ .2bP,.

The net-welfare cost of eliminating the duty-free
treatment granted CBERA imports is the increase in
tariff revenue less the decrease in consumer
surplus—the rectangle P’cacP. minus the trapezoid
P’ .abP in panel a. The dollar amount by which uU.s.
output displaces CBERA imports is measured by the
rectangle QadeQ’4 in panel c.

Given the above assumptions and constant

elasticity demand curves, the markets for all three
goods are described by the following three equations:

Ecc
(l) (Qc’/Qc) = (Pc’/P c)
€nc
@ Q@'/Q) = @)
€dc
3 QafQa) = @'P)
given P’ = P(1+1), these can be restated as
Ecc
1) Q/Q) = (1+)
Eac
@) Q'/Qn) = (1+)
€dc
39 Q4'Qa) = (1+)

gjis the uncompensated elasticity of demand for good i
with respect to price j. The values for the €cc, €nc, and €4c
are derived from the following relations

@ €cc = V- ViOen - VaOed
5 €nc =  Vel(Gpc+™)
© €dc = Ve(Gac+M

where the V;'s are market shares for CBERA and
non-CBERA imports and domestic output, 1| is the
aggregate demand elasticity, and the oj's are the
elasticities of substitution between the ith and jth
products.! The aggregate demand elasticities were
taken from the literamre.2 To obtain the maximum

1 Equations (4) - (6) are derived from PR.G.
Layard and A. A. Walters, Microeconomic Theory
{New York: MoGraw-Hill, 1978).

2 The aggregate elasticities were taken from
sources referenced in The Economic Effects of
Significant U.S. Import Restraints, Phase I
Manufacturing, USITC pub. 2222, October 1989.



Figurs &1
P'aunlal equllibrium analysis of the effects of removing CBERA duty provisions on U.S. imports from

CBERA beneficlaries
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displacement effects on domestic production, it is
assumed that all of the elasticities of substitution are
identical and high, in this case, 5.3

Given equations (1') - (3°), we can derive the
following measurements for changes in consumer
surplus, tariff revenue, and domestic output:

Consumer surplus: (where k is a constant)

P < €
trapezoid P’cabP. = J kP, dP.

1+ &)
= [1/(1 + &)1 +8) 1P 0. e, =-1

=Eii{l +¢) e, =-1

Tariff revenue from CBERA imporis:
reciangie P’'cacP. = ¢ P. Q.

=tP. Q. (1+0°=

Domestic output:
rectangle QqdeQ’q = P, (Q, - Q. )

= P Q. (1 +0°%)

3 The elasticity of substitution (EOS) for ethyl
alcohol was set equal to 3 rather than to 5.
Because of the relatively small market share for
CBERA imports and the high tariff rate, an EOS of 3
or more implies that CBERA imports of ethyl aicohol
fully displace domestic output on a dollar for gollar
basis.

C4






