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Chapter 1:
Introduction

Chapter 1
Introduction?

This report by the U.S. International Trade Commission (Commission or USITC) provides advice relating
to possible modifications to the U.S. Generalized System of Preferences (GSP) program, as requested by
the U.S. Trade Representative (USTR) in his letter of May 18, 2018.%2 As summarized in the Commission’s
notice of investigation published in the Federal Register,® the USTR asked that the Commission provide
the following advice:

(1) Advice concerning the probable economic effect of elimination of U.S. import duties on certain articles
from all beneficiary developing countries under the GSP program. In accordance with sections
503(a)(1)(A), 503(e), and 131(a) of the Trade Act of 1974, as amended (“the 1974 Act”) and pursuant to
the authority of the President delegated to the USTR by sections 4(c) and 8(c) and (d) of Executive Order
11846 of March 31, 1975, as amended, and pursuant to section 332(g) of the Tariff Act of 1930, the
USTR notified the Commission that the articles identified in table A of the Annex to the USTR request
letter are being considered for designation as eligible articles for purposes of the GSP program. The
USTR requested that the Commission provide its advice as to the probable economic effect on total U.S.
imports, on U.S. industries producing like or directly competitive articles, and on U.S. consumers of the
elimination of U.S. import duties on the articles identified in table A of the Annex to the USTR request
letter for all beneficiary developing countries under the GSP program (see table A below?).

! The information in these chapters is for the purposes of this report only. Nothing in this report should be
construed as an indication of any findings the Commission would make in an investigation conducted under any
other statutory authority.

2 The request consisted of the initial request letter from the USTR, dated May 18, 2018; one clarification email
from the USTR, dated May 22, 2018, that made certain modifications to the initial request; and a correction from
the USTR, submitted June 6, 2018, that was reflected in the Federal Register notice published on June 14, 2018.
See appendixes A and B.

383 Fed. Reg. 24342 (May 25, 2018).

4 Tables A—F in Chapter 1 are shown as provided in the request letter and subsequent clarification email and
correction email from USTR.
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Table A: Petitions submitted for products to be considered for addition to the list of GSP-eligible
products

HTS Brief Description Countries
Subheading P
Pears, fresh, if entered during the period from July 1 | Beneficiary developing
0808.30.40 . . . .
through the following March 31, inclusive countries
Peel of citrus fruit, excl. orange or citron and peel, Beneficiary developin
0814.00.80 nesi, of melon, fresh, frozen, dried or provisionally . y ping
countries
preserved
1207.29.00 Cotton seeds., whether or not broken, other than Benefl?lary developing
seed for sowing countries
Sunflower-seed or safflower oil, crude, and their Beneficiary developin
1512.11.00 fractions, whether or not refined, not chemically . y ping
e countries
modified
. . Beneficiary developing
2008.99.05 Apples, otherwise prepared or preserved, nesoi .
countries
L ) . Beneficiary developing
2918.99.05 p-Anisic acid; clofibrate and 3-phenoxybenzoic acid .
countries
Aromatic carboxylic acids with additional oxygen Beneficiary develobin
2918.99.43 function and their anhydrides, halide, etc deriv . y ping
. . . countries
described in add US note 3 to sect VI, nesoi
Other aromatic carboxylic acids with additional Beneficiary develobin
2918.99.47 oxygen function and their anhydrides, halide, etc . y ping
. . . countries
deriv (excluding goods in add US note 3 to sec VI)
Transmission V-belts of vulcanized rubber, V-ribbed, Beneficiary developin
4010.33.30 circumference exceeding 180 cm but not exceeding . y ping
. . . . countries
240 cm, combined with textile materials

(2) Advice concerning the probable economic effect of removal of certain articles from certain countries
from eligibility for duty-free treatment. The USTR notified the Commission that two articles from certain
countries are being considered for removal from eligibility for duty-free treatment under the GSP
program. Under authority delegated by the President, pursuant to section 332(g) of the Tariff Act of
1930, with respect to the articles listed in table B of the annex to the USTR request letter, the USTR
requested that the Commission provide its advice as to the probable economic effect of the removal
from eligibility for duty-free treatment under the GSP program for these articles from certain countries
on total U.S. imports, on U.S. industries producing like or directly competitive articles, and on U.S.
consumers (see table B below).
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Table B: Petitions submitted to remove duty-free status from certain countries for a product on the
list of eligible articles for the Generalized System of Preferences

HTS

Subheading Brief Description Country

2009.89.6011
and
2009.89.6019

Cherry juice — part of 2009.89.60 “Juice of any other single fruit,

. Turke
nesoi” ¥

Nonadhesive plates, sheets, film, foil and strip, noncellular, not
3920.51.50 combined with other materials, of polymethyl methacrylate, not
flexible

Indonesia and
Thailand

(3) Advice concerning waiver of certain competitive need limitations.> Under authority delegated by the
President, pursuant to section 332(g) of the Tariff Act of 1930, and in accordance with section
503(d)(1)(A) of the 1974 Act, the USTR requested that the Commission provide advice on whether any
industry in the United States is likely to be adversely affected by a waiver of the competitive need
limitations (CNLs) specified in section 503(c)(2)(A) of the 1974 Act for the countries and articles specified
in table C of the attached annex to the request letter (see table C below). The USTR also requested that
the Commission provide its advice as to the probable economic effect on total U.S. imports, as well as on
consumers, of the requested waivers. With respect to the competitive need limitation in section
503(c)(2)(A)(i)(1) of the 1974 Act, the USTR requested that the Commission use the dollar value limit of
$180 million. Further, pursuant to section 332(g) of the Tariff Act of 1930 and in accordance with section
503(c)(2)(E) of the 1974 Act, the USTR requested that the Commission provide its advice with respect to
whether a like or directly competitive article was produced in the United States in any of the preceding
three calendar years.

5 A Competitive need limitation (CNL) waiver may be granted after a country has exceeded the competitive need
limit on imports of a particular Harmonized Tariff Schedule (HTS) provision (expressed as either a dollar value or a
share of total U.S. imports). The 2017 dollar-value limit for CNLs is $180 million. The share limit is defined as 50
percent of total U.S. imports.

US. International Trade Commission | 17



Generalized System of Preferences, Possible Modifications: 2017 Review

Table C: Petitions submitted for waiver of GSP CNLs

Sub:::ding Brief description Country
0410.00.00 Edible products of animal origin, nesoi Indonesia
2836.91.00 Lithium carbonates Argentina
3301.13.00 Essential oils of lemon Argentina
7202.50.00 Ferrosilicon chromium Kazakhstan

(4) Advice concerning redesignations.® The USTR notified the Commission that six articles are being
considered for redesignation as eligible articles for purposes of the GSP program. Under authority
delegated by the President, pursuant to section 332(g) of the Tariff Act of 1930, the USTR requested that
the Commission provide its advice as to the probable economic effect on total U.S. imports, on U.S.
industries producing like or directly competitive articles, and on U.S. consumers of the elimination of
U.S. import duties on the articles in table D of the annex to the USTR request letter from the listed
beneficiary countries.

6 Once an HTS provision from a specific beneficiary developing country (BDC) has been removed from GSP
eligibility because it exceeded the CNL, it is eligible to be considered for redesignation if, in a subsequent year, U.S.
imports of that HTS provision from the relevant BDC fall below the CNL threshold. The President determines if an
HTS provision will be redesignated and, in making this determination, takes into account factors from section 501
and 502 of the Trade Act of 1974, as amended, such as the BDC’'s competitiveness and if it is meeting the GSP
country eligibility criteria. USTR, U.S. Generalized System of Preferences Guidebook, March 2012, 12.
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Table D: Petitions submitted for redesignation of excluded items

HTS
Brief description Countr
Subheading P ¥
9007.99.48 Apple, quunce and pear pastes and purees, being cooked Argentina
preparations
9306.30.00 Oilcake and other S.0|Id residues, resulting from the extraction of Argentina
vegetable fats or oils, of sunflower seeds
2841.90.20 Ammonium perrhenate Kazakhstan

Odoriferous or flavoring compounds of ether-phenols, ether-
2909.50.40 alcohol-phenols & their halogenated, sulfonated, nitrated, Indonesia
nitrosated derivatives

Full grain unsplit whole bovine (not buffalo) nesoi and equine
4107.11.80 leather nesoi, w/o hair, prepared after tanning or crusting, fancy, Argentina
not 4114

Monumental or building stone & arts. thereof, of granite, further

6802.93.00
worked than simply cut/sawn, nesoi

India

(5) Advice concerning redesignation and advice on whether a like or directly competitive domestic article
was produced in any of the preceding three years.” The USTR notified the Commission that two articles
are being considered for redesignation as eligible articles for purposes of the GSP program. Under
authority delegated by the President, pursuant to section 332(g) of the Tariff Act of 1930, the USTR
requested that the Commission provide its advice as to the probable economic effect on total U.S.
imports, on U.S. industries producing like or directly competitive articles, and on U.S. consumers of the
elimination of U.S. import duties on the articles in table E of the annex to the USTR request letter from
the listed beneficiary countries. Further, pursuant to section 332(g) of the Tariff Act of 1930 and in
accordance with section 503(c)(2)(E) of the 1974 Act, the USTR requested that the Commission provide
its advice as to whether a like or directly competitive article was produced in the United States in any of
the preceding three calendar years.

7 Once an HTS provision from a specific BDC has been removed from GSP eligibility because it exceeded the
competitive need limitation (CNL), it is eligible to be considered for redesignation if, in a subsequent year, U.S.
imports of that HTS provision from the relevant BDC fall below the CNL. HTS provision 4412.31.41 from Indonesia
exceeded the CNL percentage threshold in 2017. However, the petitioners have requested a redesignation on the
basis that no like or directly competitive products were produced in the United States during the preceding three
calendar years and that therefore the CNL should not apply to HTS provision 4412.31.41 from Indonesia. Likewise,
HTS provision 7202.93.80 from Brazil exceeded the CNL percentage threshold in 2017. However, the petitioner has
requested a redesignation on the basis that no like or directly competitive products were produced in the United
States during the preceding three calendar years and that therefore the CNL should not apply to HTS provision
7202.93.80 from Brazil. See USTR, U.S. Generalized System of Preferences Guidebook, March 2012, 11-12.
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Table E: Petition submitted for redesignation of excluded items (as amended per 83 FR 28662)

HTS

Subheading Brief description Country
4412.31.41
including Plywood sheets n/o 6mm thick, with specified tropical wood
4412.31.4150 outer ply, with face ply nesoi, not surface covered beyond Indonesia
and clear/transparent
4412.31.4160
7202.93.80 Ferroniobium, nesoi Brazil

(6) Advice concerning denial of de minimis waiver.® The USTR notified the Commission that one article
from a GSP beneficiary country is being considered for denial of a de minimis CNL waiver. Under
authority delegated by the President, pursuant to section 332(g) of the Tariff Act of 1930, with respect
to the article listed in table F of the annex to the USTR request letter, the USTR requested that the
Commission provide its advice as to the probable economic effect of the removal from eligibility for
duty-free treatment under the GSP program of this article from the specified country on total U.S.
imports, on U.S. industries producing like or directly competitive articles, and on U.S. consumers.
Further, pursuant to section 332(g) of the Tariff Act of 1930 and in accordance with section 503(c)(2)(E)
of the 1974 Act, the USTR requested that the Commission provide its advice with respect to whether a
like or directly competitive article was produced in the United States in any of the preceding three
calendar years.

Table F: Petition submitted for denial of de minimis waiver

HTS

Subheading Brief Description Country

3802.90.10 Bone black Brazil

In certain cases, the USTR asked that the Commission provide “advice as to whether a like or directly
competitive article was produced in the United States in any of the preceding three calendar years.”
While the terms “like” or “directly competitive” are used in the GSP provisions, they are not defined in
the GSP provisions or their legislative history.® In the absence of such definitions, for guidance the
Commission looked to definitions of those terms elsewhere in the Trade Act and its legislative history.

8 A de minimis waiver may also be provided when total U.S. imports from all countries of a particular HTS provision
are below a de minimis level, which was $23.5 million in 2017. In each GSP review, the GSP Subcommittee
automatically considers de minimis waivers for all HTS provisions where a BDC exceeded the percentage-based
CNL; however, whether such waivers are granted is at the discretion of the President. USTR, U.S. Generalized
System of Preferences Guidebook, March 2017.

%1n his letter requesting the Commission’s advice, the USTR specifically asked that such “like or directly
competitive” advice be provided in accordance with section 503(c)(2)(E) of the Trade Act (19 U.S.C. §
2463(c)(2)(E)).
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In providing its advice here, the Commission considered helpful, among other things, the definitions of
the terms “like” and “directly competitive” set out in the legislative history of the safeguard provisions in
sections 201-203 of the Trade Act of 1974 as enacted in early 1975, namely in “The Report of the
Committee on Finance, United States Senate, on H.R. 10710,” Rept. No. 93-1298, 93d Congress, 2d
Session (1974), at 121-22. The legislative history of the safeguards provision defines the term “like” to
mean articles “which are substantially identical in inherent or intrinsic characteristics (i.e., materials
from which made, appearance, quality, texture, etc.),” and defines “directly competitive” articles to be
“those which, although not substantially identical in their inherent or intrinsic characteristics, are
substantially equivalent for commercial purposes, that is are adapted to the same uses and are
essentially interchangeable therefor.”

The Commission also found helpful the list of five factors that the Commission has traditionally used in
safeguard investigations in deciding whether a domestic article is like or directly competitive—physical
properties, manufacturing processes, product uses, marketing channels, and customs treatment.0
However, the purpose of the two statutory schemes is distinct. Here, the Commission has been asked to
provide advice as to whether, in any of the preceding three calendar years, a domestic article was
produced in the United States that was like or directly competitive with articles in the subheading of the
Harmonized Tariff Schedule of the United States (HTS) that are the subject of the request from USTR.

For purposes of this report, the Commission included Argentina in describing the GSP import situation in
2017 for each product, as applicable. This approach reflects Argentina’s present status as a GSP
beneficiary developing country (BDC). However, from May 2012 until December 2017, U.S. imports from
Argentina were not eligible for duty-free entry under the GSP program. During that period, Argentina’s
designation as a BDC was suspended for “not acting in good faith to enforce arbitral awards in favor of”
a U.S. citizen, corporation, or association.! Effective January 1,2018, Argentina partially regained its
status as a GSP BDC, having resolved the issues that led to its suspension in 2012.? Nevertheless,
Argentina’s BDC benefits remained suspended for 96 HTS provisions (at the 8-digit level).’® Argentina
lost GSP access for these HTS provisions in May 1997, when it was partially suspended from the GSP
program for not providing “adequate and effective protection of intellectual property rights.”* This
partial suspension remains in effect.?®

Finally, interested parties had an opportunity to submit a written summary of their position as described
in the Commission’s notice of investigation published in the Federal Register.'® The Commission
included summaries of the positions of interested parties only in instances where parties supplied a
written summary of their position. The Commission did not modify summaries submitted by interested

10 The Commission notes that this list of factors in safeguard investigations is not fixed, and the weight given to any
one factor may vary from investigation to investigation depending upon the facts.

11 presidential Proclamation 8788 of March 26, 2012.

12 presidential Proclamation 9687 of December 22, 2017.

13 presidential Proclamation 9687 of December 22, 2017.

14 presidential Proclamation 6988 of April 11, 1997.

15 For a discussion of intellectual property rights issues of current concern, see USTR’s 2018 Special 301 Report,
2018 Special 301.pdf at p. 58.

16 83 Fed. Reg. 24345. See Appendix B.
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parties. The summaries of the positions of interested parties appear in this report as submitted to the
Commission.
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Table 2.1 Certain fresh pears

Col. 1 rate of duty as of

HTS provision Short description January 1, 2018
0808.30.40° Pears, fresh, if entered during the period from July 1 0.3 cents per kg (0.2 percent
through the following March 31, inclusive ad valorem equivalent®)

2 Harmonized Tariff Schedule (HTS) subheading 0808.30.40 is currently eligible for duty-free treatment for least-developed beneficiary
developing countries under the provisions of the GSP.

5 An ad valorem duty is a rate of duty expressed as a percentage of the appraised customs value of the imported good. The ad valorem
equivalent rate was calculated using annual 2017 data and is based on U.S. customs duties and the customs value of imports for consumption
for imports subject to the column 1-general duty rate.

Description and Uses

The products classified in HTS subheading 0808.30.40 are fresh pears entered during the period from
July 1 through the following March 31.18 Pears are pome fruits, consisting of a fleshy edible layer
surrounding a tough central core containing seeds, and are members of the plant family Rosaceae,
subfamily Pomoideae. Pears can be divided into two main species: the European pear (Pyrus communis),
which is grown mostly in Europe and the Americas, and the Asian pear (Pyrus pyrifolia), which is grown
mostly in Southeast Asia.’® There are many varieties of pears within each of the two main species. Pears
are sold fresh or are processed for sale as canned pears, baby food, juice, jellies, jams, vinaigrettes, fruit
bars, and glazes.?°

Profile of U.S. Industry and Market,
2013-17

In 2017, the United States was the third-largest producer of pears globally by quantity after China and
the European Union.?! Commercial pear production in the United States is concentrated in the Pacific

17 The petition was filed with the U.S. Trade Representative (USTR) by the government of Argentina and requested,
among other things, the addition of HTS subheading 0808.30.40 to the list of articles eligible for duty-free
treatment under the provisions of the GSP for all beneficiary developing countries (BDCs).

18 The HTS subheading 0808.30 is divided into two groups: fresh pears entered during the period July 1 to March
31 (HTS subheading 0808.30.40), and fresh pears entered during the period April 1 to June 30 (HTS subheading
0808.30.20). The first group has a duty rate of 0.3 cents per kilogram, while the second group is free of duty and is
not included in this request. At the 10-digit level, fresh pears can be categorized as “certified organic” or “other”
(HTS statistical reporting numbers 0808.30.4015 and 0808.30.4025).

19 Sjlva et al., “Origin, Domestication, and Dispersing of Pear,” 2014.

20 AgMRC, “Pears,” July 2015; CFAITC, “Pears,” 2017.

2L USDA, FAS, Fresh Deciduous Fruit: World Markets and Trade, December 2017.
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Northwest (Washington and Oregon), with smaller amounts grown in California, Michigan, New York,
and Pennsylvania.?? Within the United States, the European pear varieties Bartlett, Bosc, and d’Anjou
are the most commonly grown. Domestic production is concentrated in the Bosc variety.?
Approximately 66 percent of pears are sold fresh, with most of the rest used in processed foods. Most
growers cultivate pears as a secondary crop, although a few raise them as a primary crop.?*

Table 2.2 Certain fresh pears (HTS subheading 0808.30.40): U.S. producers, employment, production,
trade, consumption, and capacity utilization, 2013-17

Item 2013 2014 2015 2016 2017
Producers (number) (@) (@) (@) (@) (a)
Employment (1,000 employees) (a) (@) (@ (a) (a)
Production (1,000 $)° 349,998 386,469 395,810 392,077 425,216
Exports (1,000 $) (©) (c) (c) (©) (©
Imports (1,000 $) 63,761 69,882 73,796 75,766 73,004
Consumption (1,000 S) (a) (@) (@) (a) (a)
Import-to-consumption ratio (percent) (a) (a) (@ (a) (a)

(a) (a) (a) (a) (a)

Capacity utilization (percent)
Source: Trade data compiled from official statistics from the U.S. Department of Commerce.
2 Not available.
b Annual production data compiled from official statistics from the U.S. Department of Agriculture, National Agriculture Statistics Service.
CExport data comparable to U.S. import data for this HTS subheading are not available because the relevant Schedule B number includes
additional products.

GSP Import Situation, 2017

The value of U.S. imports from all GSP-eligible countries under HTS subheading 0808.30.40 was small
(5112,050) in 2017. Such imports accounted for less than 0.5 percent of total imports of these products,
and were supplied entirely by South Africa (table 2.3). Argentina—which was not a GSP-eligible country
in 2017—was the second-largest source of certain fresh pear shipments to the United States, accounting
for 28 percent of total U.S. imports in that year.? If all of Argentina’s shipments of certain fresh pears
(HTS subheading 0808.30.40) had been accorded GSP status in 2017, they would have accounted for

99 percent of U.S. GSP-eligible imports of this HTS subheading.

By quantity, Argentina is the fourth-largest pear producer globally after China, the European Union, and
the United States, and the third-largest exporter after China and the European Union.?® However,
Argentina’s pear industry has been under pressure due to difficult economic conditions, bad weather,
and reduced harvested areas. Argentina’s pear-growing areas have been shrinking substantially for
many years due to various factors, including urbanization and shifts of cropland to other uses.?

22 Northwest Horticultural Council, “Pacific Northwest Pears: Pear Fact Sheet,” March 7, 2018.

23 A large share of Argentine pear production is of the Bartlett pear. Embassy of Argentina, posthearing submission
to the USITC, June 21, 2018, 4-5.

24 USDA, FAS, Fresh Deciduous Fruit: World Markets and Trade, December 2017.

25 In May 2012, Argentina’s designation as a GSP-beneficiary developing country was suspended, making its
shipments ineligible for duty-free access under the GSP program. However, Argentina was partially reinstated into
the GSP program on January 1, 2018, including for this HTS subheading. See also discussion in chapter 1.

26 USDA, Foreign Agricultural Service, Fresh Deciduous Fruit: World Markets and Trade, December 2017.

27 USDA, FAS, Argentina: Fresh Deciduous Fruit Semi-annual; Apples and Pears, May 24, 2018.
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Table 2.3 Certain fresh pears (HTS subheading 0808.30.40): U.S. imports for consumption (1,000 $) and

share of U.S. consumption, 2017

Percent of total Percent of GSP Percent of U.S.

Item Imports imports imports consumption
Grand total 73,004 100 (@) (b)
Imports from GSP-eligible countries:
Total 112 () 100 (b)
South Africa 112 () 100 &)

2 Not applicable.
® Not available.
¢ Less than 0.5 percent.

Table 2.4 Certain fresh pears (HTS subheading 0808.30.40): Treating Argentina as if it were a GSP-
eligible country, U.S. imports for consumption (1,000 S) and share of U.S. consumption, 20172

Percent of GSP

Percent of total imports plus  Percent of U.S.

Item Imports imports Argentina consumption

Imports from Argentina 20,753 28 99 ®)

Imports from all GSP-eligible 112 () 1 )
countries

GSP imports plus Argentina 20,865 29 100 ®)

Grand total 73,004 100 (@ (b)

2 In treating Argentina as if it had been GSP-eligible in 2017 for the purpose of this calculation, imports were not adjusted to take into account
any changes to import levels that might have occurred if imports of this product from Argentina had been eligible to enter free of duty under

GSP. This calculation was based on unadjusted 2017 import data.
® Not available.

¢ Less than 0.5 percent.

9 Not applicable.

U.S. Imports and Exports

U.S. imports of certain fresh pears from all sources rose during 2013-16 and then declined slightly (4
percent) in 2017 to $73.0 million. Imports from all sources in 2017 were 14 percent higher than in 2013.
South Korea was the largest supplier of imports of certain fresh pears in all years during 2013-17 and
accounted for 41 percent of total U.S. imports in 2017 (table 2.5);2® U.S. imports of HTS 0808.30.40 are
eligible for duty-free entry under the United States-Korea Free Trade Agreement. Argentina was the
second-largest supplier of certain fresh pears during 2013-17.

28 Official statistics of the U.S. Department of Commerce.
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Table 2.5 Certain fresh pears (HTS subheading 0808.30.40): U.S. imports for consumption by principal
sources, 2013-17 (dollars)

Country 2013 2014 2015 2016 2017
South Korea® 23,572,199 29,175,786 26,415,760 29,318,004 29,588,601
Argentina® 19,320,187 20,472,818 23,247,995 23,194,880 20,752,692
China 11,988,925 13,205,535 13,289,957 14,391,098 13,622,962
Chile? 6,996,210 5,440,856 9,896,809 7,432,598 8,292,647
France 0 0 231,000 169,176 476,280
Japan 181,324 276,977 157,898 170,085 120,918
South Africa 663,876 679,320 147,600 380,595 112,050
Canada?® 5,880 8,800 20,337 332,448 37,601
Italy 468,256 375,248 0 0 0
Portugal 0 0 0 2,786 0
All other 564,280 247,110 389,059 374,289 0

Total 63,761,137 69,882,450 73,796,415 75,765,959 73,003,751
Imports from GSP-eligible
countries:

South Africa 663,876 679,320 147,600 380,595 112,050

Total 663,876 679,320 147,600 380,595 112,050

Source: Compiled from official statistics of the U.S. Department of Commerce.
2 Free trade agreement partner.
b Argentina lost GSP eligibility in 2012, but partially regained it on January 1, 2018.

U.S. exports of fresh pears (Schedule B 0808.30.0010 and Schedule B 0808.30.0050%°) include a broader
measure of exports of fresh pears for the full calendar year and as a result are not directly comparable
to the nine-month period covered by the import data. Total U.S. exports of fresh pears declined by 7
percent to $149 million from 2016 to 2017, and total U.S. exports in 2017 were 31 percent lower than in
2013 (table 2.6).3° During 2013-17, the vast majority (79 percent) of U.S. exports of fresh pears were
shipped to North American Free Trade Agreement (NAFTA) partners Mexico and Canada.3! Argentina
has blocked imports of U.S. apples and pears due to concerns about post-harvest treatments for a
bacterium that causes fire blight.32 The government of Argentina stated that it is continuing to engage in
discussions that may restore U.S. market access for various horticultural products.*

29 Schedule B 0808.30.00.10 includes fresh pears, certified organic; Schedule B 0808.30.0050 includes fresh pears,
other. These Schedule B numbers include all fresh pears regardless of what time of the year they were exported.
30 Official statistics of the U.S. Department of Commerce.

31 Official statistics of the U.S. Department of Commerce.

32 USTR, 2014 Report on Sanitary and Phytosanitary Measures, March 2014.

33 Embassy of Argentina, posthearing submission to the USITC, June 21, 2018, 2.
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Table 2.6 Certain fresh pears (Schedule B 0808.30.0010 and 0808.30.0050): U.S. exports of domestic
merchandise by principal markets, 2013-17 (dollars)

Country 2013 2014 2015 2016 2017
Mexico? 94,674,907 100,677,063 84,773,490 79,058,444 71,238,558
Canada® 55,309,879 57,500,452 54,761,718 50,808,306 46,750,478
Brazil 5,387,615 5,072,474 3,601,908 2,886,658 4,674,487
United Arab Emirates 6,422,589 8,224,607 8,326,632 3,825,549 3,793,870
Saudi Arabia 2,647,811 1,101,320 4,156,969 2,061,749 2,941,195
Colombia® 5,517,093 9,397,055 3,385,881 2,353,701 2,466,522
Israel® 2,675,379 2,269,523 1,607,643 2,496,209 2,293,793
India 3,684,781 4,045,802 3,267,479 2,035,890 2,284,553
Taiwan 3,174,571 2,604,527 2,022,854 2,075,829 1,643,768
Panama?® 1,340,801 1,322,346 2,285,225 930,591 1,413,942
All other 35,312,164 24,672,658 18,662,683 12,542,908 9,599,238

Total 216,147,590 216,887,827 186,852,482 161,075,834 149,100,404

Source: Compiled from official statistics of the U.S. Department of Commerce.
2 Free trade agreement partner.

Positions of Interested Parties

Petitioner: The petition was filed by the government of Argentina. Argentina also filed written
submissions, and a representative of Argentina appeared at the Commission hearing.

In opposition: The Northwest Horticultural Council submitted a letter in opposition to the petition.

No other statements were received by the Commission in support of, or in opposition to, the
proposed modification to the GSP considered for this subheading.
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Chapter 3

Addition: Certain Melon and Citrus
Fruit Peel (Beneficiary Developing
Countries)3*

Table 3.1 Certain melon and citrus fruit peel

Col. 1 rate of duty as of

HTS provision Short description January 1, 2018
0814.00.80° Other peel of citrus fruit or melons (including watermelons), 1.6 cents per kg (0.5 percent
fresh, frozen, dried, or provisionally preserved® ad valorem equivalent®)

2 Harmonized Tariff Schedule (HTS) subheading 0814.00.80 is currently eligible for duty-free treatment for least-developed beneficiary
developing countries under the provisions of the GSP.

bThis HTS subheading excludes fresh, frozen, dried, or provisionally preserved peels of orange and citron, which are classified in HTS
0814.00.10, and of lime, which are classified in HTS 0814.00.40.

¢ An ad valorem duty is a rate of duty expressed as a percentage of the appraised customs value of the imported good. The ad valorem
equivalent rate was calculated using annual 2017 data and is based on U.S. customs duties and the customs value of imports for consumption
for imports subject to the column 1- general duty rate.

Description and Uses

The products classified in HTS subheading 0814.00.80 are fresh, frozen, dried, or provisionally preserved
citrus and melon peels, including watermelon and excluding orange, citron, and lime peels.3> Peels of
grapefruits, tangerines, and lemons are among the citrus fruits peels that are included in HTS
subheading 0814.00.80. “Certain melon and citrus fruit peel” comprise the colored outside surface of
the fruit, along with the white middle layer of citrus fruits (separating the outer surface from pulp) and
the rind of melons.3¢

Citrus peels included in this category are a byproduct of other citrus processing operations, such as
juicing. Despite the number of products that use citrus peels as inputs, citrus juice is the most
commercially viable revenue stream from citrus processing. It is therefore unlikely that any firms
produce citrus peels in this category aside from firms that conduct juicing operations.?’

Citrus and melon peels are generally used as intermediate inputs. Citrus peels can be used in animal
feed, as a source of biomass for ethanol production, and to isolate flavoring and gelling agents such as

34 The petition was filed with the U.S. Trade Representative (USTR) by the government of Argentina and requested,
among other things, the addition of HTS subheading 0814.00.80 to the list of articles eligible for duty-free
treatment under the provisions of the GSP for all beneficiary developing countries (BDCs).

35 Citron is one of the five basic species of citrus. Many cultivated citrus fruits were created from hybrids of citron
and other basic citrus species. For example, a Meyer lemon is a hybrid of citron, pomelo, and mandarin. Citron also
continues to exist as a separate species. Stone, “The Citrus Family Tree,” February 2017.

36 Rafiq et al., “Citrus Peel as a Source of Functional Ingredient: A Review,” July 2016.

37 USITC, Lemon Juice from Argentina and Mexico, 2013, I-11.
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D-limonene, essential oils, and pectin.® Citrus peels can also be turned into molasses, candied, or
otherwise used in confectionery.3® Watermelon peels, also a byproduct of melon processing, can be
used as a source of the amino acid citrulline and pickled as a consumer product.*®

Profile of U.S. Industry and Market,
2013-17

U.S. citrus and melon peel producers are part of a broader group of fruit processing industries. When
citrus fruits are processed for juice making, the machinery used in processing can also extract oil from
the peels and separate peels from juice. These separated peels can then be sold to producers of non-oil-
based peel products, such as pectin.*! Since citrus and melon peels are a byproduct of juice production,
U.S. production of citrus and melon peels depends on the size of the market for juice and other
processed fruit products (such as melon slices).*?

In 2017, 804,000 tons of domestically produced grapefruit, lemons, tangerines, and mandarins
underwent processing, accounting for 42 percent of total U.S. grapefruit production, 20 percent of
lemon production, and 33 percent of combined tangerine and mandarin production.*® California and
Florida are the largest citrus-growing states; however, Florida is the primary U.S. producer of citrus juice
products.* Citrus processers in the United States use peels from their own juice production as an
intermediate good. Almost half of the members of the Florida Citrus Processors Association, including
Florida’s Natural and Louis Dreyfus Citrus, produce peel-based products, like citrus oils and molasses, in
addition to juice.* In 2016, Florida citrus processers produced 457,000 tons of citrus pulp and meal,
molasses, and D-limonene, all sourced from peels of orange, citron, lime, and other citrus fruits.*®

Although there are domestic producers of fresh melon in the United States (total value of $854 million
in 2016), industry representatives report that U.S. melon producers do not produce melon peels
commercially, due to the high cost of separating peels from the fruit and lack of demand for the

38 Choi et al., “A Low-Energy, Cost-Effective Approach,” 2015, 65-74; Goodrich and Braddock, “Major By-Products
of the Florida Citrus Processing,” 2006; May, “Industrial Pectins, Sources, Production and Applications,” 1990, 79—
99.

39 Goodrich and Braddock, “Major By-Products of the Florida Citrus Processing,” 2006.

40 Rimando and Perkins-Veazie, “Determination of Citrulline in Watermelon Rind,” June 17, 2005; Watermelon
Board, “Preserving Summer Enjoying Watermelon Year Round,”
https://www.watermelon.org/TheSlice/Preserving-Summer-Enjoying-Watermelon-Year-Round (accessed June 20,
2018).

41 Drake, written testimony to the USITC, June 21, 2018, 3.

42 USITC, Lemon Juice from Argentina and Mexico, 2013, I-11.

43 USDA, NASS, Citrus Fruits 2017 Summary, August 2017, 8-9.

4 USDA, FAS, Citrus: World Markets and Trade, January 25, 2018, 1.

% Florida Citrus Processors Association, “FCPA Members,” http://www.fcplanet.org/members.html (accessed May
23, 2018).

46 Florida Department of Citrus, Florida Citrus Annual Processor’s Statistical Report, 2015-16, 2016, 23.
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product.?” As a result, U.S. production of certain citrus peels likely represents all of the domestic
production in this HTS subheading.

The volume of citrus peel imports depends on the share of domestic fruit production that is processed.
For example, in the U.S. lemon industry, only 20 percent of total lemon production was processed in the
2016/17 crop year, requiring producers of essential oils of lemon (a product made from peels) to rely on
imports of essential oils of lemon to meet consumer demand (table 3.2).*® Similarly, manufacturers of
products derived from citrus peels likely are importing peels to make up for U.S. citrus growers’ focus on
fresh fruit.

Table 3.2 Certain melon and citrus fruit peel (HTS subheading 0814.00.80): U.S. producers,
employment, production, trade, consumption, and capacity utilization, 2013-17

Item 2013 2014 2015 2016 2017
Producers (number) @) (@) (a) (a) (@)
Employment (1,000 employees) (a) (a) (a) (a) (a)
Production (1,000 S) (a) (a) (a) (a) (a)
Exports (1,000 S) (b) (b) (b) (b) (b)
Imports (1,000 $) 1,321 1,642 1,473 1,290 1,846
Consumption (1,000 S) (@) (a) (a) (a) (a)
Import-to-consumption ratio (percent) (a) (a) (@) (a) (a)
Capacity utilization (percent) (a) (a) (a) (a) (a)

Source: Trade data compiled from official statistics from the U.S. Department of Commerce.

2 Not available.

b Not available. Export data comparable to U.S. import data for this HTS subheading are not available because the relevant Schedule B number
includes additional products.

GSP Import Situation, 2017

U.S. imports from GSP-eligible countries accounted for 4 percent ($73 million) of total U.S. imports of
certain melon and citrus fruit peels in 2017 (table 3.3). Jamaica was the largest supplier of imports of
these products, accounting for 68 percent ($49 million) of imports from GSP-eligible countries in 2017.
Haiti was the only least-developed beneficiary developing country that exported products reported in
HTS subheading 0814.00.80 to the United States in 2017.

If Argentina had been eligible for the GSP program in 2017, it would have accounted for 73 percent of
GSP imports of these goods (table 3.4).% Argentina accounted for 10 percent of total U.S. imports in that
year. The share of U.S. imports from GSP-eligible countries would have increased to 14 percent of total
certain melon and citrus fruit peel imports in 2017 if all of Argentina’s shipments had been accorded
GSP status (table 3.4).

47 USDA, ERS, “U.S. Melons: Harvested Area and Production,” 2017; U.S. industry representative, email messages
to USITC staff, June 4 and 5, 2018.

48 USITC, hearing transcript, June 14, 2018, 41-42 (testimony of Joanna Drake, general counsel of the Flavor and
Extract Manufactures Association). According to USDA, a crop year “begins with the bloom of the first year listed
and ends with the year harvest is completed.” USDA, NASS, Citrus Fruits: 2017 Summary, August 2017, 32.

4 |n May 2012, Argentina’s designation as a GSP beneficiary developing country was suspended, making its
shipments ineligible for duty-free access under the GSP program. However, Argentina was partially reinstated into
the GSP program on January 1, 2018, including for this HTS subheading. See also discussion in chapter 1.

U.S. International Trade Commission | 31



Generalized System of Preferences, Possible Modifications: 2017 Review

Table 3.3 Certain melon and citrus fruit peel (HTS subheading 0814.00.80): U.S. imports for
consumption (1,000 $) and shares of U.S. consumption, 2017
Percent of total Percent of GSP Percent of U.S.

Item Imports imports imports consumption

Grand total 1,846 100 (a) (b)
Imports from GSP-eligible countries:

Total 73 4 100 (b)
Jamaica 49 3 68 (b}
Turkey 20 1 28 (b)
Haiti 3 (©) 4 (b)

2 Not applicable.
® Not available.
¢ Less than 0.5 percent.

Table 3.4 Certain melon and citrus fruit peel (HTS subheading 0814.00.80): Treating Argentina as if it
were a GSP-eligible country, U.S. imports for consumption (1,000 $) and share of U.S. consumption,
2017°

Percent of GSP

Percent of total imports plus  Percent of U.S.

Item Imports imports Argentina consumption

Imports from Argentina 195 10 73 @

Imports from all GSP-eligible 73 4 27 @
countries

GSP imports plus Argentina 268 14 100 @)

Grand total 1,846 100 (b) ()

2 In treating Argentina as if it had been GSP-eligible in 2017 for the purpose of this calculation, imports were not adjusted to take into account
any changes to import levels that might have occurred if imports of this product from Argentina had been eligible to enter free of duty under
GSP. This calculation was based on unadjusted 2017 import data.

® Not available.

U.S. Imports and Exports

U.S. total imports of certain melon and citrus peel fluctuated from year to year during 2013-17,
reaching their highest point in 2017 and their lowest in 2016. Leading sources of U.S. imports varied
substantially during 2013-17. Israel was the largest supplier during 2013—16, while Spain was the largest
supplier in 2017. In 2017, Spain and Israel together accounted for 71 percent of total U.S. imports of
products in HTS subheading 0814.00.80. U.S. imports from Israel are eligible to enter duty free under
the U.S.-Israel Free Trade Agreement. Argentina was the third-largest source of U.S. imports in 2017.

Turkey, Egypt, and Uruguay were the three largest GSP-eligible suppliers of imports of certain U.S. citrus
and melon peel during 2013-17. Turkey was a supplier in all five years, while Egypt and Uruguay were
suppliers in only two years and one year, respectively, during the period. In 2013, Egyptian peel exports
comprised 11 percent of all U.S. imports of these products, and in 2016, Turkey and Uruguay accounted
for a combined 19 percent of such imports (table 3.5).
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Table 3.5 Certain melon and citrus fruit peel (HTS subheading 0814.00.80): U.S. imports for

consumption by principal sources, 2013-17 (dollars)

Country 2013 2014 2015 2016 2017
Spain 268,184 86,966 130,931 140,659 760,655
Israel? 574,624 1,205,221 834,812 404,597 548,527
Argentina 12,132 63,874 141,846 80,360 194,904
France 91,562 108,717 74,136 106,588 101,140
Mexico? 32,011 0 34,225 118,305 85,301
Jamaica 0 0 0 0 49,200
Uruguay 0 0 0 103,515 34,515
Turkey 55,359 40,153 62,238 139,972 19,996
Netherlands 0 0 0 11,440 13,424
Canada? 13,960 68,434 158,137 0 7,978
All other 273,439 69,020 36,298 184,429 30,501
Total 1,321,271 1,642,385 1,472,623 1,289,865 1,846,141
Imports from GSP-eligible
countries:
Jamaica 0 0 0 0 49,200
Turkey 55,359 40,153 62,238 139,972 19,996
Haiti 0 0 0 0 3,444
Paraguay 0 0 0 6,946 0
Uruguay 0 0 0 103,515 )
India 0 0 2,920 0 0
Thailand 0 9,408 0 0 0
Egypt 149,753 0 0 92,000 0
Brazil 8,400 12,500 0 0 0
Ghana 16,880 9,900 0 0 0
Total 230,392 71,961 65,158 342,433 72,640

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

2 Free trade agreement partner.

b This country was not GSP eligible in the indicated year.

U.S. exports of certain melon and citrus fruit peel are reported under Schedule B number 0814.00.0000,
a broader basket category that also includes peels of additional fruits such as oranges, citrons, and
limes, which are not included in HTS 0814.00.80. From 2013 to 2017, Canada was the main U.S. export
market for products under Schedule B number 0814.00.0000. U.S. exports to Canada are eligible to
enter duty free under NAFTA. Exports to Canada comprised almost half of total U.S. exports of these

products in 2017 (table 3.6).
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Table 3.6 Certain melon and citrus fruit peel (Schedule B 0814.00.0000): U.S. exports of domestic
merchandise by principal markets, 2013-17 (dollars)

Country 2013 2014 2015 2016 2017
Canada?® 1,748,463 1,520,481 1,263,735 1,388,573 1,497,602
Japan 1,271,821 882,091 932,716 726,398 696,620
Mexico? 17,993 65,337 68,645 289,908 270,178
Australia® 71,832 144,101 150,796 98,686 123,197
Ireland 0 0 6,548 34,200 68,400
Vietnam 0 0 0 0 60,000
Thailand 0 0 0 0 56,703
Germany 0 36,613 14,316 108,759 46,306
Israel? 0 57,765 0 7,700 41,568
South Korea® 43,782 0 19,152 116,501 39,444
All other 235,679 127,018 172,259 264,400 159,885

Total 3,389,570 2,833,406 2,628,167 3,035,125 3,059,903

Source: Compiled from official statistics of the U.S. Department of Commerce. Schedule B 0814.00.0000 includes certain melon and fruit peel,

as well as peels of oranges, citrons, and limes.
2 Free trade agreement partner.

Positions of Interested Parties

Petitioner: The petition was filed by the government of Argentina. Argentina also filed written
submissions, and a representative of Argentina appeared at the Commission hearing.

No other statements were received by the Commission in support of, or in opposition to, the proposed
modification to the GSP considered for this subheading.
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