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PREFACE

The submission of this study to the Congress and to the President continues the reporting
by the U.S. International Trade Commission (the Commission or USITC) on the impact of
the Caribbean Basin Economic Recovery Act (CBERA) on U.S. industries and consumers.
The current study fulfills the Commission’s reporting requirement under the statute for
calendar year 2006 and represents the eighteenth in the series.

CBERA, enacted on August 5, 1983 (Public Law 98-67, title II; 97 Stat. 384,19 U.S.C. 2701
et seq.), authorized the President to proclaim duty-free treatment for eligible articles from
designated Caribbean Basin countries and territories. Duty-free treatment became effective
January 1, 1984. Section 215 of the act requires the Commission to assess both the actual
and the probable future effects of CBERA on the U.S. economy generally, on U.S.
consumers, and on U.S. industries producing like products or products directly competitive
with those products imported from beneficiary countries. The Commission is required to
submiit its report to the President and the Congress annually by September 30.

The preferences under the CBERA program were enhanced by the United States-Caribbean
Trade Partnership Act (CBTPA), passed in May 2000. This legislation altered the frequency
of the USITC report, and also elaborated on the Commission’s reporting requirement under
the statute. Under the CBTPA, the Commission is to submit reports on CBERA biennially
in odd-numbered years. The CBTPA mandates that in all future reports under the statute,
the Commission also report the impact of the CBERA program on the economy of the
beneficiary countries. This eighteenth report is the fourth report to be submitted under the
new law. During 2006, the Dominican Republic-Central America-United States Free Trade
Agreement (CAFTA-DR) entered into force for four Central American countries—El
Salvador, Guatemala, Honduras, and Nicaragua—which simultaneously ceased to be
designated beneficiary countries under CBERA and CBTPA.

The information provided in this report is for the purpose of this report only. Nothing in this
report should be construed as indicating what the Commission’s determination would be in
an investigation involving the same or similar subject matter conducted under another
statutory authority.
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ABSTRACT

This report is the eighteenth in a series of reports prepared by the U.S. International Trade
Commission pursuant to section 215 of the Caribbean Basin Economic Recovery Act
(CBERA) (19 U.S.C. 2704) on the economic impact of the CBERA program on U.S.
industries and consumers and on the economy of the beneficiary countries. The current
study fulfills the Commission’s reporting requirement under the statute for calendar year
2006.

The overall effect of CBERA-exclusive imports (imports that could receive tariff
preferences only under CBERA provisions) on the U.S. economy and consumers continued
to be negligible in 2006. Based on the upper estimates and industry analysis, the
Commission identified one U.S. industry—methanol—that would face potentially
significant negative effects from CBERA-exclusive imports. U.S. industries supplying
inputs to CBERA country apparel producers benefit from the CBTPA enhancements. U.S.
imports of the 20 leading CBERA-exclusive items all produced net welfare gains for U.S.
consumers in 2006 except for imports under one sugar subheading from the Dominican
Republic.

The probable future effect of CBERA on the United States, as estimated by an examination
of export-oriented investment in the beneficiary countries, is also expected to be minimal
for most products, as CBERA countries generally are small suppliers relative to the U.S.
market. Some U.S. sources have expressed concerns about increasing ethanol imports from
CBERA countries, although increasing ethanol imports under CBERA have been
accompanied by higher U.S. domestic ethanol production, making the effect on U.S.
producers and consumers uncertain.

The impact of the CBERA program on beneficiary countries is small, but positive. CBERA
has played an important role in Haiti’s ability to develop and diversify its export sector,
especially for offshore apparel assembly operations. For Jamaica, CBERA preferences
provide an important incentive for exports of ethanol to the U.S. market. Excluding ethanol,
however, CBERA has become a less important factor with respect to Jamaica’s exports to
the United States. For most CBERA countries, recent investment activity has been
increasingly focused on export-oriented services, such as tourism, financial, and
telecommunications services, rather than on the production of CBERA-¢eligible exports.
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Executive Summarz

This report, the eighteenth in a series, covers the impact of the Caribbean Basin Economic
Recovery Act (CBERA) on the United States and on beneficiary countries. This report
assesses both the actual and the probable future effects of CBERA on the U.S. economy
generally, on U.S. industries, and on U.S. consumers, with particular emphasis on calendar
year 2006. The Commission used partial-equilibrium analysis to estimate the impact of
CBERA on the U.S. economy. The probable future effect of CBERA on the United States
was evaluated mainly by an examination of export-oriented investment in the beneficiary

countries.

CAFTA-DR and CBERA

During 2006, the Dominican Republic-Central America-United States Free
Trade Agreement (CAFTA-DR) entered into force for four Central American
countries—FEl Salvador, Guatemala, Honduras, and Nicaragua—which
simultaneously ceased to be designated beneficiary countries under CBERA
and the Caribbean Basin Trade Partnership Act (CBTPA).

In 2005, these four CAFTA-DR countries accounted for 42.5 percent of U.S.
imports entered under CBERA provisions. The departure of the four Central
American countries from CBERA during 2006 was an important reason for the
reduction in the value of U.S. imports receiving CBERA benefits, from $12.3
billion in 2005 to $9.9 billion in 2006. Excluding these four CAFTA-DR
countries, imports under CBERA provisions increased from $7.1 billion to $8.4
billion, or by 19.1 percent, from 2005 to 2006.

The migration of the four countries to CAFTA-DR has also shifted the product
composition of U.S. imports under the CBERA program, and that shift will be
more pronounced in future years. Apparel imports, which had come mainly
from the CAFTA-DR countries, have become less important, while petroleum
and natural gas-related imports originating in non-CAFTA-DR countries (nearly
all from Trinidad and Tobago) have become more important, accounting for 43
percent of US imports under CBERA from the non-CAFTA-DR countries in
2006.

Impact of CBERA on the United States in 2006

General

The overall effect of CBERA-exclusive imports (imports that could receive
tariff preferences only under CBERA provisions) on the U.S. economy and on
consumers continued to be negligible in 2006. Total imports from CBERA
countries represented a minor share (1.4 percent) of the total value of U.S.
imports. CBERA-exclusive imports accounted for an even smaller share (0.4
percent) of the total value of U.S. imports.
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Of'the $9.9 billion in U.S. imports that entered under CBERA in 2006, imports
valued at $8.2 billion could not have received tariff preferences under any other
program. These CBERA-exclusive imports accounted for 31.7 percent of total
U.S. imports from CBERA countries. The five leading items benefiting
exclusively from CBERA in 2006 were light crude oil, methanol, heavy fuel oil,
knitted cotton t-shirts, and men’s or boys’ woven cotton trousers and shorts.

Consumer Surplus and Net Welfare Gains

Change in consumer surplus is a dollar measure of gains (or losses) to
consumers resulting from lower (higher) prices. Knitted cotton t-shirts provided
the largest single gain in consumer surplus (between $63.7 million and $68.5
million), followed by men’s or boys’ woven cotton trousers and shorts (between
$56.7 million and $62.3 million).

Net welfare gain is the gain in consumer surplus minus the loss to the Treasury
of tariff revenues that result from duty-free treatment under CBERA. U.S.
imports of each of the 20 leading CBER A-exclusive items produced net welfare
gains in 2006, except for imports under one sugar subheading from the
Dominican Republic (which is subject to a binding tariff-rate quota). Fuel-grade
ethanol yielded the largest net gain, valued at between $11.0 million and $18.1
million, followed by men’s or boys’ woven cotton trousers and shorts and
knitted cotton t-shirts.

Effects on U.S. producers

The Commission’s economic and industry analyses indicate that imports
receiving CBERA preferences in 2006 in most cases had only minimal effects
on competing U.S. industries, mainly because of low U.S. import market shares
and/or low margins of preference. Methanol is the only U.S. industry that may
have experienced displacement of more than 5 percent of the value of U.S.
production in 2006. The Commission estimates that U.S. methanol producers
experienced displacement of between 5.2 percent and 10.1 percent of
production, valued at $27.6 million to $54.2 million. Further analysis indicates
that a large difference in natural gas feedstock prices between the United States
and Trinidad and Tobago is the prime driver behind the decline in U.S. industry
production and the increase in imports from Trinidad and Tobago in recent
years.

Probable Future Effects

The Commission analyzed recent investment trends for the near-term
production and export of CBERA-eligible products. The Commission finds that
this investment is not likely to result in imports that have a measurable
economic impact on U.S. consumers and producers, as CBERA countries
generally are small suppliers relative to the U.S. market. Recent investment
activity in CBERA countries has been increasingly focused on export-oriented
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services, such as tourism, financial, and telecommunications services. Services
imports are not covered by CBERA.

The future economic effects on U.S. producers of an increase in imports under
CBERA of fuel-grade ethanol are less clear. Imports of ethanol under CBERA
totaled $266.9 million in 2006, up 86.4 percent from $143.2 million in 2005.
Imports from Jamaica accounted for 60 percent of the value of ethanol imports
from CBERA countries in 2006, and imports from Costa Rica accounted for 28
percent. CBERA countries supplied 18.0 percent of the value of total U.S.
ethanol imports in 2006.

The Commission identified several recent new or expansion investment plans
in Jamaica to increase ethanol production and exports. Some sources have
expressed the concern that low-cost ethanol imports from CBERA countries
could have an advantage over domestically produced ethanol in the U.S.
market. However, U.S. domestic ethanol demand and production have also risen
rapidly, making it difficult to discern the probable future economic impact on
the United States of higher ethanol imports under CBERA.

CAFTA-DR entered into force for the Dominican Republic in early 2007. Costa
Rica has announced plans to hold a referendum on its CAFTA-DR status in
October 2007. The United States and Panama signed a free trade agreement in
June 2007 and its entry into force is awaiting legislative approval in both
countries. The departure of these countries from the CBERA program is likely
to reduce further the future trade that is covered by CBERA.

Textiles and Apparel

The CBERA countries’ share of total U.S. imports of textiles and apparel (by
value) in 2006 declined to just under 5 percent, down by more than half from
the 2005 level. This decline primarily reflects the departure of four of the
leading suppliers of textiles and apparel (Guatemala, Honduras, El Salvador,
and Nicaragua) from the CBERA program into CAFTA-DR during 2006. The
decline also reflects increased competition from China and other lower-cost
Asian suppliers since the ending of quotas under the WTO Agreement on
Textiles and Clothing on January 1, 2005. When these CAFTA-DR countries
are excluded, imports from the remaining CBERA countries fell 10 percent.

U.S. textile and apparel imports under CBERA from Haiti more than doubled
from 2002 to 2006. Haiti was the only CBERA country to register steady
growth in textile and apparel exports to the United States during the period.
This growth may be attributed to the country’s low-cost labor relative to other
CBERA countries and to investments made in anticipation of the United States’
enactment of the Haitian Hemispheric Opportunity Through Partnership
Encouragement Act of 2006 (HOPE Act). The HOPE Act, which was enacted
on December 20, 2006, granted more liberal rules of origin to certain textile and
apparel imports from Haiti compared to normal CBERA rules of origin.
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Footwear

U.S. imports of footwear from CBERA countries are small, accounting for less
than one percent of the total quantity and value of U.S. footwear imports in
2006. The vast majority of such imports are from the Dominican Republic.
While total footwear imports from CBERA countries fell 4 percent in quantity
from 2005 to 2006 to 8.7 million pairs, they rose 10 percent in value to $107
million. A substantial majority (76 percent in 2005 and 74 percent in 2006) of
total U.S. footwear imports from CBERA countries have received CBERA
benefits. The increase in the value of footwear imports from the CBERA
countries in 2006 can likely be attributed to a change to a higher-end mix of
footwear products.

Impact of CBERA on Beneficiary Countries

Haiti

Jamaica

The recent economic literature on the effects of preferential trade agreements
on the economies of the countries of the Caribbean Basin region generally has
found that CBERA has had a small positive effect on exports—and hence on
economic growth in the CBERA countries. Moreover, that literature has found
that CBERA tariff preferences margins have eroded over time, mainly as a
result of the phased reduction of tariffs under the Uruguay Round. The current
report focuses on two countries with relatively large CBERA trade flows: Haiti
and Jamaica.

CBERA has played an important role in Haiti’s ability to develop and diversify
its export sector. Although Haiti’s apparel assembly sector dominates its export
sector, it continues to be challenged by other lower-cost producers and the end
of multilateral apparel quotas on competing suppliers in 2005. As mentioned
above, the United States enacted the HOPE Act near the end of 2006 that
granted more liberal rules of origin for certain imported apparel products and
motor vehicle wiring sets from Haiti.

In 2006, ethanol accounted for more than two-thirds of the value of U.S.
imports under CBERA from Jamaica. Excluding ethanol, imports under
CBERA from Jamaica totaled $81.4 million, an 8.7 percent decline from $89.2
million in 2005, and a 27.9 percent decline from $112.9 million in 2004. Thus,
except for its ethanol provisions, CBERA has become a less important factor
with respect to Jamaica’s goods exports to the United States.
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Other Import and Export Information

*  Mostly as a result of the departure of El Salvador, Guatemala, Honduras, and
Nicaragua from CBERA to CAFTA-DR, U.S. trade with CBERA countries
declined substantially in 2006. In 2006, the U.S. trade deficit with CBERA
countries declined to $1.5 billion, or to approximately one-third the deficit in
2005. Total U.S. imports from, and total U.S. exports to, CBERA countries in
2006 were $25.8 billion and $24.3 billion, respectively. (U.S. trade with
“CBERA countries” in 2006 includes trade with El Salvador, Guatemala,
Honduras, and Nicaragua only for the period during which they were CBERA
beneficiary countries.)

» Total U.S. imports from CBERA countries that were CBERA beneficiaries for
the full year increased by 4.0 percent in 2006. In contrast, total U.S. imports
from all CBERA countries, including those countries that were CBERA
beneficiaries only part of the year, decreased by 19.0 percent in the same year.
In 2006, imports of mineral fuels surpassed apparel as the leading category of
total U.S. imports from CBERA countries.

* In 2006, U.S. exports to full-year CBERA beneficiaries increased by 19.5
percent, while those to all CBERA countries declined by 6.8 percent. The
Dominican Republic, Costa Rica, Panama, The Bahamas, and Jamaica were the
main Caribbean markets for the United States in 2006.

» U.S.imports under CBERA preferences for the full-year CBERA beneficiaries
increased 19.1 percent to $8.4 billion in 2006. This increase was mostly the
result of the increased value of imports of energy and related chemical products
from the full-year CBERA beneficiaries, as they accounted for nearly all U.S.
imports of such products under CBERA.

*  Mineral fuels and apparel were jointly responsible for nearly 60 percent of U.S.
imports under CBERA preferences in 2006. Mineral fuels increased its share
of those imports to 27.0 percent in 2006, an increase of almost 10 percentage
points from 2005. In contrast, apparel’s share declined by more than 21
percentage points to 32.1 percent in 2006, as four of the leading apparel
producers from Central American left CBERA in 2006.

*  Of the 20 leading import items entering under CBERA preferences in 2006,
light crude oil, methanol, heavy fuel oil, ethanol, and articles of apparel were
among the top U.S. imports from the region. Trinidad and Tobago was the
single largest supplier of U.S. imports under CBERA mainly because of its
abundant petroleum and natural gas resources. Other leading import items under
CBERA were pineapples, precious metal jewelry, higher priced cigars, and raw
cane sugar.
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CHAPTER 1
Introduction

The Caribbean Basin Economic Recovery Act (CBERA)' became effective in 1984 as part
of the Caribbean Basin Initiative (CBI) to encourage economic growth and development in
the Caribbean Basin countries by promoting increased production and exports of
nontraditional products.” CBERA authorizes the President to proclaim preferential rates of
duty on many products entering the United States from the region. The Commission has
issued reports on the impact of CBERA preferences on the U.S. economy since 1986.

This report fulfills a statutory mandate under CBERA, as amended, that the U.S.
International Trade Commission (USITC or the Commission) report biennially on the
economic impact of CBERA on U.S. industries, consumers, the U.S. economy in general,
and the economy of the beneficiary countries.’ This report is the eighteenth in the series and
focuses mainly on calendar year 2006. It is the third report with full-year coverage since
CBERA was amended by the Caribbean Basin Trade Partnership Act (CBTPA). The
provisions of CBTPA took effect on October 2, 2000. Throughout this report, the term
“CBERA” refers to CBERA as amended by CBTPA and subsequent legislation. For
purposes of identifying CBERA as it existed before CBTPA, the term “original CBERA”
will be used. Table 1-1 summarizes the major provisions of CBERA.

The Dominican Republic-Central America-United States Free Trade Agreement
(CAFTA-DR) entered into force during 2006 for four CBERA/CBTPA beneficiaries—El
Salvador (March 1), Honduras (April 1), Nicaragua (April 1), and Guatemala (July
1)—which simultaneously ceased to be CBERA/CBTPA beneficiaries.* Unless otherwise
noted, tables in this report referring to trade with CBERA countries do not include data for
these four countries after they moved from CBERA to CAFTA-DR.

' CBERA was enacted August 5, 1983, as Public Law 98-67, title II; 97 Stat. 384, 19 U.S.C.
2701 et seq. and became effective January 1, 1984 (Presidential Proclamation 5133, 48 F.R.
54453). Minor amendments to CBERA were made by Public Laws 98-573, 99-514, 99-570, and
100-418. Major amendments were made to CBERA by Public Law 106-200, the Caribbean Basin
Trade Partnership Act. Further modifications were made by Public Law 107-210, the Trade Act of
2002; Public Law 109-53, the Dominican Republic-Central America-United States Free Trade
Agreement Implementation Act ; and Public Law 109-432, sec. 5001 et seq., the Haitian
Hemispheric Opportunity Through Partnership Encouragement Act of 2006 (HOPE Act). CBERA
beneficiary countries are listed in table 1-1.

% The principal components of CBI were CBERA and a program of preferential access for
certain apparel assembled in the region, described below.

3 The reporting requirement is set forth in section 215(a) of CBERA (19 U.S.C. 2704(a)).

* Presidential Proclamations 7987 (February 28, 2006), 7996 (March 31, 2006), and 8034 (June
30,2006). CAFTA-DR entered into force for the Dominican Republic on March 1, 2007
(Presidential Proclamation 8111, February 28, 2007).
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Table 1-1
Summary of CBERA preferential provisions, year-end 2006

History. . ... .. Enacted 8/5/83 - CBERA
Expanded and made permanent 8/20/90 - CBEREA*®
Enhanced 5/18/00 - CBTPA®
Modified 8/6/02 - Trade Act of 2002°
Enhanced for Haiti 12/20/06°

Benefits.. . ... ... Duty-free entry and reduced-duty entry granted on a non-
reciprocal, non-MFN basis

Exclusions under original Most textiles/apparel, leather, canned tuna, petroleum and
CBERA®.. ... derivatives, certain footwear, certain watches/parts;
over-TRQ-trigger agricultural goods

Duration. ............ ... ... ... .. .. .... Originally 12 years, until 9/30/95
CBEREA: indefinite
CBTPA: until 9/30/08'

Beneficiaries®. . ............ ... ... ... ..., 24 Central American & Caribbean countries:

Full-year beneficiaries in 2006: Antigua and Barbuda, Aruba,
The Bahamas, Barbados,* Belize,* British Virgin Islands,
Costa Rica,* Dominica, Dominican Republic,” Grenada,
Guyana,* Haiti,* Jamaica,* Montserrat, Netherlands
Antilles, Panama,* St. Kitts and Nevis, St. Lucia,* St.
Vincent and the Grenadines, and Trinidad and Tobago*

Part-year beneficiaries in 2006—countries that moved to
CAFTA-DR (date of move): El Salvador* (3/1/2006),
Guatemala* (7/1/2006), Honduras™ (4/1/2006), and
Nicaragua* (4/1/2006)

Coverage (eligible provisions). ............. Approximately 5,700 8-digit tariff lines
Value of imports under the program.......... $9.915 billion
Significance in terms of U.S. trade:

U.S. imports from the region as a share
oftotal U.S.imports.. . . ................ 1.4%

Share of imports from beneficiaries that
receive program preferences......... 38.5%

Source: Commission compilation.

® Caribbean Basin Economic Recovery Expansion Act of 1990.

® Caribbean Basin Trade Partnership Act, title Il of the Trade and Development Act of 2000, effective October
2000. The measure gives certain preferential treatment to goods originally excluded from the CBERA'’s benefits by
law.

¢ Section 3107 of the Trade Act of 2002.

¢ Haitian Hemispheric Opportunity through Partnership Encouragement Act of 2006 (Pub. Law 109-432, sec.
5001 et seq.)

¢ The CBTPA provides for the application of Mexico’s NAFTA rates, where goods from CBTPA countries meet
NAFTA rule-of-origin criteria, for most goods excluded from CBERA except for agricultural and textile/apparel
products. Certain apparel and textile luggage made from U.S. inputs are eligible for duty-free and quota-free entry
(see subchapter XX (20) of chapter 98 of the Harmonized Tariff Schedule. No other CBTPA benefits apply to
excluded agricultural and textile/apparel products (that is, NAFTA parity is not accorded)).

fThe CBTPA benefits expire on either September 30, 2008, or the date on which the Free Trade Area of the
Americas or comparable agreement enters into force, whichever is earlier. When an FTA such as CAFTA-DR
enters into effect for a country, that country loses its status as a CBTPA or CBERA beneficiary country.

9 Asterisk (*) indicates CBTPA beneficiary countries.
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Organization of the Report

Chapter 1 provides a summary of the CBERA program, including amendments to
original CBERA by CBTPA, the Trade Act of 2002, and the HOPE Act of 2006, and
describes the analytical approach used in the report. Chapter 2 analyzes U.S. trade with
CBERA beneficiaries through 2006. Chapter 3 addresses the estimated effects of
CBERA in 2006 on the U.S. economy generally, as well as on U.S. industries and
consumers. Chapter 3 also examines the probable future effects of CBERA. Chapter 4
contains a brief review of recent economic literature on the impact of CBERA on
beneficiary countries and economic profiles of Haiti and Jamaica.

Appendix A reproduces the Federal Register notice by which the Commission solicited
public comment on the CBERA program, and appendix B contains a summary of
responses received. Appendix C explains the economic model used to derive certain of
the findings presented in chapter 3. Appendix D includes tabular presentations of the
data underlying some of the analysis of trade trends in chapter 2. Appendix E contains a
listing of leading U.S. imports benefiting exclusively from CBERA in 2005.

Summary of the CBERA Program

CBERA authorizes the President to grant certain unilateral preferential trade benefits to
Caribbean Basin countries and territories. The program permits shippers from designated
beneficiaries to claim duty-free or reduced-duty treatment for eligible products imported into
the customs territory of the United States. If importers do not claim this status, the goods are
dutiable under the general rates of duty column accorded to countries having normal trade
relations (NTR) and generally known as NTR rates of duty.” CBERA was initially given
statutory effect through September 30, 1995. The Caribbean Basin Economic Recovery
Expansion Act (CBEREA) of 1990° repealed that termination date, made the program
permanent, and expanded CBERA benefits in several respects.” In May 2000, the United
States-Caribbean Basin Trade Partnership Act (CBTPA) further expanded the CBERA
program and extended trade preferences to textiles and apparel from the region.® In August
2002, the Trade Act of 2002° amended CBERA to clarify and modify several CBTPA
provisions. In December 2006, the HOPE Act of 2006 enhanced benefits under CBERA for
Haiti.

> This is nondiscriminatory tariff treatment, which is commonly and historically called “most-
favored-nation” (MFN) status and is called NTR status in the United States.

% The Caribbean Basin Economic Recovery Expansion Act of 1990 was signed into law on
August 20, 1990, as part of the Customs and Trade Act of 1990 (Public Law 101-382, title II, 104
Stat. 629, 19 U.S.C. 2101).

" Among other things, the 1990 act provided duty reductions for certain products previously
excluded from such treatment. For a comprehensive description of the 1990 act, see USITC,
Report on the Impact of the Caribbean Basin Economic Recovery Act, Sixth Report 1990, USITC
publication 2432, September 1991, 1-1 to 1-5.

¥ A description of CBTPA and the enhancement of the preference program is contained in a
separate section of this chapter.

? Modifications to CBERA were made in section 3107 of the Trade Act of 2002 (Public Law
107-210).
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In September 1995, the United States requested that the World Trade Organization (WTO)
renew a prior waiver of U.S. obligations under Article I of the General Agreement on Tariffs
and Trade (GATT) (nondiscriminatory treatment) to allow continuation of CBERA tariff
preferences; that request was granted on November 15, 1995, and the waiver was effective
through December 31, 2005." Since the waiver expired, the United States has delayed
asking for a waiver for CBERA and other nonreciprocal preference programs pending
changes in those programs and has operated CBERA and the other programs without a
waiver.!' The WTO waiver is necessary because CBERA tariff preferences were extended
on a nonreciprocal basis to a limited number of countries rather than to all WTO members.

The following sections summarize CBERA provisions concerning beneficiaries, trade
benefits, qualifying rules, and the relationship between CBERA and the U.S. Generalized
System of Preferences (GSP) program. A description of the provisions of CBERA added by
CBTPA concludes this chapter.

Beneficiaries

Eligible imports from 24 countries received CBERA tariff preferences during 2005 and at
least part of 2006."* Four other countries—Anguilla, Cayman Islands, Suriname, and Turks
and Caicos Islands—are potentially eligible for CBER A benefits but have not requested that
status.”” The President can terminate beneficiary status or suspend or limit a country’s
CBERA benefits at any time as explained below.'*

CBERA beneficiaries are required to afford internationally recognized worker rights under
the definition used in the GSP program'® and to provide effective protection of intellectual
property rights (IPR), including copyrights for film and television material. The President
may waive either condition if the President determines, and so reports to Congress, that the
designation of a particular country as a beneficiary would be in the economic or security

' Decision of the WTO General Council of November 15, 1995 (WT/L/104).

""'In March 2007, the United States submitted revised waiver requests for the CBERA, Africa
Growth and Opportunity Act (AGOA), and Andean Trade Preference Act (ATPA) programs. On
July 9, 2007, Paraguay blocked U.S. waiver requests for continuing CBERA, ATPA, and AGOA,
citing that “its economic situation as a landlocked country and the use of its territory as a transit
area by drug traffickers justify its inclusion in ATPA.” WTO, “WTO: 2007 News Items, Council
for Trade in Goods, Goods Council Approves Waivers for Mongolia, US,” July 9, 2007. Revised
waiver requests are to be submitted by the United States at the next Goods Council meeting in
November 2007. http://www.wto.org/english/news_e/news07_e/good _counc_9july07 _e.htm,
accessed July 25, 2007.

12 Those countries were Antigua and Barbuda, Aruba, The Bahamas, Barbados, Belize, British
Virgin Islands, Costa Rica, Dominica, 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. See Harmonized
Tariff Schedule (HTS) general note 7. El Salvador, Honduras, Nicaragua, and Guatemala moved
from CBERA to CAFTA-DR during 2006. Dates of the moves are given in the text.

3 The Caribbean, Central American, and South American countries and territories potentially
eligible for CBERA benefits are listed in 19 U.S.C. 2702(b).

19 U.S.C. 2702(e).

19 U.S.C. 2462.


http://www.wto.org/english/news_e/news07_e/good_counc_9july07_e.htm

interest of the United States.'® To date, the United States has withdrawn CBERA benefits
from only one country, Honduras, on the basis of worker rights or U.S. intellectual property
rights violations, and benefits were subsequently restored.'’

In May 2006, the Office of the U.S. Trade Representative (USTR) released its annual review
of country practices pertaining to IPR protection under the Special 301 provisions of the
Trade Act of 1974, identifying 48 countries that deny adequate and effective IPR
protection.'® Of the CBERA beneficiaries, Belize was among the 13 countries placed on the
“Priority Watch List,” and The Bahamas, Costa Rica, the Dominican Republic, Guatemala,
and Jamaica were among the 34 countries placed on the “Watch List.”"

CBERA beneficiary countries must be separately designated by the President for the
enhanced benefits of CBTPA—they are not automatically eligible for CBTPA preferences.
In considering the eligibility of these countries for CBTPA beneficiary country status, the
CBTPA requires the President to take into account certain eligibility criteria in addition to
those normally required for CBERA eligibility, including the extent to which the country
has implemented its WTO commitments, participated in the Free Trade Area of the
Americas (FTAA) negotiation process, protected intellectual property rights, provided
internationally recognized workers’ rights, implemented its commitments to eliminate the
worst forms of child labor, cooperated with the United States on counternarcotic initiatives,
implemented an international anticorruption convention, and applied transparent,
nondiscriminatory, and competitive procedures in government procurement.

During the summer 0f 2000, USTR conducted an extensive review of CBERA beneficiaries’
compliance with the CBTPA requirements.*® Based on this review, on October 2, 2000,
President Clinton designated all 24 then-current CBERA beneficiaries as eligible for
CBTPA preferences, but this designation did not mean that each of the 24 would
immediately receive all CBTPA benefits.*' Ten countries were found by USTR to satisfy
customs-related requirements established in the CBTPA as well, thereby becoming fully
eligible for benefits under the new legislation pursuant to USTR notices.”* These countries
were Belize, Costa Rica, the Dominican Republic, El Salvador, Guatemala, Haiti, Honduras,
Jamaica, Nicaragua, and Panama. Subsequently, Barbados, Guyana, St. Lucia, and Trinidad

119 U.S.C. 2702(b).

'7 Benefits were withdrawn on a limited number of products. See USTR, “USTR Barshefsky
Announces Action to Address Honduran Failure to Protect Intellectual Property Rights,” press
release 97-94, Nov. 4, 1997 and 63 F.R. 16607-16608; USTR, “Trade Preferences for Honduras
Suspended,” press release 98-36, Mar. 30, 1998; and USTR, “Trade Preferences for Honduras
Restored,” press release 98-65, July 1, 1998 and 63 F.R. 35633-35634.

'8 See USTR, “Report Notes Continued Progress on Intellectual Property Rights, Identifies
Significant Improvements Still Needed in China and Russia,” press release, April 28, 2006, and 71
F.R. 26786. See also USTR, 2006 Special 301 Report,
http://www.ustr.gov/Document Library/Reports Publications/2006/2006_Special 301 Review/Se
ction_Index.html.

" Ibid.

% 65 F.R. 60236-60237.

! Presidential Proclamation 7351—To Implement the United States-Caribbean Basin Trade
Partnership Act, October 2, 2000, 65 F.R. 59329-59338.

65 F.R. 60236-60237.
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and Tobago have also qualified.”> When CAFTA-DR entered into force in 2006 for El
Salvador, Honduras, Nicaragua, and Guatemala, and for the Dominican Republic in 2007,
they ceased to be CBTPA beneficiaries.”

Trade Benefits Under CBERA

CBERA provides duty-free or reduced-duty treatment to qualifying imports from designated
beneficiary countries.”> For some products, duty-free entry under CBERA is subject to
statutory conditions in addition to normal program rules. In addition to these basic
preference-eligibility rules, certain conditions apply to CBERA duty-free entries of sugar,
beef,” and ethyl alcohol.”” Imports of sugar and beef, like those of some other agricultural
products, remain subject to any applicable and generally imposed U.S. tariff-rate quotas
(TRQs) and food-safety requirements.”® Under the original CBERA, certain leather
handbags, luggage, flat goods (such as wallets and portfolios), work gloves, and leather

2 See HTS general note 17 and U.S. notes in subchapters II and XX of chapter 98 of the HTS.
Countries can be added to the general note list, dealing with nonapparel goods, without qualifying
for the apparel articles benefits of chapter 98.

2 In accordance with sec. 201 of the Dominican Republic-Central America-United States Free
Trade Agreement Implementation Act (Public Law 109-53).

¥ General note 3(c) to the HTS summarizes the special tariff treatment for eligible products of
covered countries under various U.S. trade programs, including CBERA. General note 7 covers
CBERA in detail.

% Sugar (including syrups and molasses) and beef (including veal) are eligible for duty-free
entry only if the exporting CBERA country submits a Stable Food Production Plan to the United
States, assuring that its agricultural exports do not interfere with its domestic food supply and its
use and ownership of land. See 19 U.S.C. 2703(c)(1)(B).

" Ethyl alcohol produced from agricultural feedstock grown in a CBERA country is admitted
free of duty; however, preferential treatment for ethyl alcohol dehydrated from non-CBERA
agricultural feedstock is restricted to 60 million gallons (227.1 million liters) or 7 percent of the
U.S. domestic ethanol market, whichever is greater. An additional 35 million gallons can enter free
of duty if it contains at least 30 percent ethyl alcohol produced from local feedstock, and an
unlimited amount can enter free of duty if it contains at least 50 percent ethyl alcohol produced
from local feedstock. See 19 U.S.C. 2703(a)(1); and section 423 of the Tax Reform Act of 1986,
as amended by section 7 of the Steel Trade Liberalization Program Implementation Act of 1989
(19 U.S.C. 2703 nt; Public Law 99-514 as amended by Public Law 101-221). CAFTA-DR
countries are counted as CBERA countries in determining the quantity of non-local-feedstock
ethanol they can export to the United States free of duty. El Salvador has a preferential access
level that is subtracted from the total to determine what can be imported from other
CBERA/CAFTA-DR countries. See U.S. note 3, Subchapter I, of the HTS.

2 These U.S. measures include tariff-rate quotas on imports of sugar and beef, established
pursuant to sections 401 and 404 of the Uruguay Round Agreements Act (URAA). These
provisions replaced absolute quotas on imports of certain agricultural products imported under
section 22 of the Agricultural Adjustment Act of 1933 (7 U.S.C. 624), the Meat Import Act of
1979 (Public Law 88-482), and other authority. The URAA also amended CBERA by excluding
from tariff preferences any imports from beneficiary countries in quantities exceeding the new
tariff-rate quotas’ global trigger levels or individual country allocations. Imports of agricultural
products from beneficiary countries remain subject to sanitary and phytosanitary restrictions, such
as those administered by the U.S. Animal and Plant Health Inspection Service.
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wearing apparel were eligible to enter at reduced rates of duty.”” Not eligible for any
preferential duty treatment under the original CBERA were cotton, wool, and manmade
fiber textiles and apparel, certain footwear, canned tuna, petroleum and petroleum
derivatives, and certain watches and parts.*

The CBTPA amended CBERA to authorize duty-free treatment during a transitional period
described in the section on CBTPA to some products previously ineligible for CBERA
preferences, most notably certain apparel. It also authorized treatment equivalent to that
given Mexico under NAFTA for other products previously ineligible for duty-free treatment,
including certain footwear; canned tuna; the above-mentioned handbags, luggage, flat goods,
work gloves, and leather wearing apparel; petroleum and petroleum derivatives; and certain
watches and watch parts. Roughly 5,700 8-digit tariff lines or products are now covered by
CBERA trade preferences, of which about 387 were added by CBTPA. The products that
continue to be excluded by statute from receiving preferential treatment are textile and
apparel articles not otherwise eligible for preferential treatment under CBTPA, certain
footwear, and above-quota imports of certain agricultural products subject to tariff-rate
quotas.

Qualifying Rules

CBERA generally provides that eligible products must either be wholly grown, produced,
or manufactured in a designated CBERA country or be “new or different” articles made
from substantially transformed non-CBERA inputs in order to receive duty-free entry into
the United States.’' The cost or value of the local (CBERA region) materials plus the direct
cost of processing in one or more CBERA countries must total at least 35 percent of the
appraised customs value of the product at the time of entry. These rules of origin allow
goods incorporating value from multiple CBERA countries to meet the local-value-content
requirement on an aggregated basis.’* Also, inputs from Puerto Rico, the U.S. Virgin Islands,

? These are articles that were not designated for GSP duty-free entry as of August 5, 1983.
Under CBERA, beginning in 1992, duties on these goods were reduced slightly in five equal
annual stages. See 19 U.S.C. 2703(h).

3 See 19 U.S.C. 2703(b). For discussions of products originally excluded from CBERA and
subsequent modifications to the list of excluded products, see USITC, Impact of the Caribbean
Basin Economic Recovery Act on U.S. Industries and Consumers: The First Ten Years of CBERA,
Ninth Report 1993, USITC publication 2813, September 1994, 2-9, and Caribbean Basin
Economic Recovery Act: Impact on U.S. Industries and Consumers, Tenth Report 1994, USITC
publication 2927, September 1995, 3-4.

3! Certain products do not qualify. These include products that undergo simple combining or
packaging operations, dilution with water, or dilution with another substance that does not
materially alter the characteristics of the article. See 19 U.S.C. 2703(a)(2). However, articles, other
than textiles and apparel or petroleum and petroleum products, that are assembled or processed in
CBERA countries wholly from U.S. components or materials also are eligible for duty-free entry
pursuant to note 2 to subchapter II, chapter 98, of the HTS. Articles produced through operations
such as enameling, simple assembly or finishing, and certain repairs or alterations may qualify for
CBERA duty-free entry pursuant to changes made in 1990. For a more detailed discussion, see
USITC, Report on the Impact of the Caribbean Basin Economic Recovery Act, Seventh Report
1991, USITC publication 2553, September 1992, 1-4.

32 The Commission is not aware of any articles imported under CBERA that take advantage of
the aggregated local-content requirement.
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and former CBERA beneficiaries™ may count in full toward the value threshold. As an
advantage over the GSP program’s 35 percent local-value-content requirements, the CBERA
local-value-content requirement can also be met when the CBERA content is 20 percent of
the customs value and the remaining 15 percent is attributable to U.S.-made (excluding
Puerto Rican) materials or components.** To encourage production sharing between Puerto
Rico and CBERA countries, CBERA allows duty-free entry for articles produced in Puerto
Rico that are “by any means advanced in value or improved in condition” in a CBERA
country.’

Qualifying rules for duty-free importation of apparel are complex and are discussed in the
CBTPA section of this chapter.

CBERA and GSP

All CBERA beneficiaries except Aruba, The Bahamas, Netherlands Antilles, Nicaragua,
Antigua and Barbuda, and Barbados are also GSP beneficiaries.’* CBERA and GSP are
similar in many ways, and many products may enter the United States free of duty under
either program at the choice of the importer. Both programs offer increased access to the
U.S. market. Like CBERA, GSP requires that eligible imports (1) be imported directly from
beneficiaries into the customs territory of the United States, (2) meet the substantial
transformation requirement for any foreign inputs,’” and (3) contain a minimum of 35
percent local-value content. The documentation requirements necessary to claim either
CBERA or GSP duty-free entry are identical: A Certificate of Origin Form A is to be

33 “The term ‘former beneficiary country’ means a country that ceases to be designated as a
beneficiary country under this title because the country has become a party to a free trade
agreement with the United States.”” Sec. 402 of Public Law 109-53.

*See 19 U.S.C. 2703(a)(1).

35 Any materials added to such Puerto Rican articles must be of U.S. or CBERA-country origin.
The final product must be imported directly into the customs territory of the United States from the
CBERA country. See 19 U.S.C. 2703(a)(5). A number of products have been entered under the
“Puerto Rico-CBI” coding in import data collected by Customs in large volumes in recent years,
most notably fresh pineapples and seasonal cantaloupes in 2004 and 2005. Imports entered under
the “Puerto Rico-CBI” coding are counted in this report as having entered under the original
CBERA. See chapters 2 and 3 for additional information.

% The U.S. GSP program was originally enacted pursuant to title V of the Trade Act of 1974,
Public Law 93-618, 88 Stat. 2066 et seq. and was renewed for an additional 10 years pursuant to
title V of the Trade and Tariff Act of 1984, Public Law 98-573, 98 Stat. 3018 et seq. as amended
by 19 U.S.C. 2461 et seq. Since that time, the GSP program has expired and been renewed several
times. GSP expiration and renewal issues are discussed later in this section. Antigua and Barbuda
and Barbados were graduated from GSP beneficiary status at the beginning of 2006 because the
President determined that they had become “high income” countries. See 69 F.R. 10131-10132. El
Salvador, the Dominican Republic, Honduras, and Guatemala lost GSP beneficiary status when
they moved to CAFTA-DR. See sec. 201of Public Law 109-53.

37 In the GSP program a double substantial transformation standard is used. It involves
transforming foreign material into a new or different product that, in turn, becomes the constituent
material used to produce a second new or different article in the beneficiary country.
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presented at the time the qualifying products enter the United States, though slightly varying
value-related information may be required under the two programs.*

However, the programs differ in several ways that tend to make Caribbean Basin producers
prefer the more liberal CBERA. First, CBERA covers more tariff categories than GSP.
Unless specifically excluded by law, all products eligible to enter the United States under
CBERA can receive a tariff preference, including some textile and apparel goods ineligible
for GSP treatment, if the importer claims it. Only products that are specifically designated
as eligible can enter under GSP. Second, U.S. imports under CBERA are not subject to GSP
competitive-need and country-income restrictions. Under GSP, products that achieve a
specified market penetration in the United States (the competitive-need limit) may be
excluded from GSP eligibility.” Products so restricted may continue to enter free of duty
under CBERA. Moreover, countries may lose all GSP privileges once their per capita
income grows beyond a specified amount,** but they retain their CBERA eligibility since
there are no income limits in CBERA. Third, CBERA qualifying rules for individual
products are more liberal than those of GSP. GSP requires that 35 percent of the value of
the product be added in a single beneficiary or in a specified association of eligible GSP
countries,*' whereas CBERA allows regional aggregation within CBERA (including former
CBERA beneficiaries) plus the counting of limited U.S. content.

The tariff preferences of the U.S. GSP program have not been in continuous effect in recent
years, making it difficult for firms to predict whether benefits will be available. Between
1995 and 2006, tariff preferences under GSP expired five times without being immediately
renewed, with gaps between expiration and (always retroactive) renewal of between one and
15 months.** Most recently, GSP was to expire on December 31, 2006, but was extended
through the end 0f 2008 in a measure enacted on December 20, 2006.** All imports claiming
the GSP tariff preference that entered during periods when GSP was not in effect were
subject to ordinary NTR duties at the time of entry unless other preferential treatment, such
as CBERA, was claimed. Duties paid on such articles were eligible for refund after the GSP
became operative again. During the lapses in GSP, however, suppliers in CBERA countries
could use the preferential tariff provisions of CBERA that were known to be in force, rather
than anticipating a retroactive extension of GSP. As a result, there was a marked shift away
from using GSP to CBERA, particularly in 1995 and 1996, and many Caribbean Basin
suppliers continued to enter goods under CBERA even after GSP was reauthorized.

¥ CBTPA requires a unique certificate of origin form. The requirements for enhanced
preferences are similar to those of the NAFTA program.

% A beneficiary developing country loses GSP benefits for an eligible product when U.S.
imports of the product exceed the competitive-need limit, which is defined as either a specific
annually adjusted value ($125 million in 2006) or 50 percent of the value of total U.S. imports of
the product in the preceding calendar year (section 503(c))(2) of the Trade Act of 1974, as
amended).

40 See 19 U.S.C. 2464(c)-(f).

' See 19 U.S.C. 2463(b)(1)(B).

42 See USITC, CBERA Seventeenth Report, 2003-2004, 1-8.

“ Public Law 109-432, sec. 8002.
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Caribbean Basin Trade Partnership Act

The United States-Caribbean Basin Trade Partnership Act (CBTPA), enacted May 18, 2000,
was a major enhancement of the CBERA program.** Additional modifications and
clarifications were made in the Trade Act of 2002, enacted August 6, 2002. CBTPA
became effective on October 2, 2000 as a transitional measure through September 30, 2008,
or until the FTAA or a comparable FTA between the United States and individual CBERA
countries enters into force.

The legislation authorizes, for the first time, duty-free treatment for imports of qualifying
cotton, wool, and manmade fiber apparel from CBERA countries. Key apparel provisions
are summarized in table 1-2. For the most part, these CBTPA apparel goods must be made
wholly of U.S. inputs and assembled in an eligible CBTPA country listed in chapter 98 of
the HTS. The CBTPA also extended preferential treatment (rates of duty identical to those
accorded to like goods of Mexico, under the same rules of origin applicable under NAFTA
pursuant to HTS general note 12) to a number of other products previously excluded from
CBERA, including certain tuna, petroleum and petroleum products, certain footwear, and
certain watches and watch parts. CBTPA also provided duty-free treatment for textile
luggage assembled from U.S. fabrics made of U.S. yarns.*’

CBTPA authorizes duty-free entry for imports of apparel assembled in CBTPA countries
from fabrics made and cut in the United States of U.S. yarns. If the U.S. fabrics used in the
production of such apparel are cut into garment parts in CBTPA countries rather than the
United States, the apparel must also be sewn together with U.S. thread. The 2002
modifications required that U.S. fabrics used in the production of CBTPA-qualifying
apparel, whether cut in the United States or in CBTPA countries, must be dyed, printed, and
finished in the United States. CBTPA countries are also eligible to receive duty-free entry
textile luggage made from inputs of U.S. origin,*” apparel assembled from fabrics or yarns
deemed to be in “short supply” in the United States, and hand-loomed, handmade, and
folklore articles.

CBTPA provides for duty-free treatment for limited quantities of knit apparel, except
socks,*® made in CBTPA countries from fabrics knitted in those countries, provided that the

# See Trade and Development Act of 2000 (Public Law 106-200, title II).

* See Trade Act of 2002 (Public Law 107-210).

“See HTS 9820.11.21.

7 See HT'S 9802.00.8046 and U.S. note 7(b)(ii) to chapter 98, subchapter II; and HTS
9820.11.21.

* The Trade Act of 2002 extended preferential treatment to imports of socks from CBTPA
countries (where the sock toes are sewn together) if they are knit to shape in the United States of
U.S. yarn. However, socks knit to shape in the CBTPA countries of U.S. yarn are still excluded
from preferential treatment.



Table 1-2

Textiles and apparel made in CBERA countries that are eligible for duty-free and quota-free entry under CBTPA, as amended by

the Trade Act of 2002

Brief description of article®

Brief description of criteria and related information

Apparel assembled from U.S.-formed and -cut fabric

HTS 9802.00.8044 and 9820.11.03 (the latter provision is
for apparel that underwent further processing such as
stone-washing or embroidering)

*  Unlimited duty-free and quota-free treatment

*  Fabric must be made wholly of U.S. yarn

*  Fabric, whether knit or woven, must be dyed, printed, and
finished in the United States

Apparel cut and assembled from U.S. fabric

HTS 9820.11.06
HTS 9820.11.18

Woven apparel
Knit apparel

*  Unlimited duty-free and quota-free treatment

*  Fabric must be made wholly of U.S. yarn

*  Fabric, whether knit or woven, must be dyed, printed, and
finished in the United States

*  Apparel must be sewn together with U.S. thread

Certain apparel of “regional knit fabrics” — includes apparel
knit to shape directly from U.S. yarn (other than socks) and
knit apparel cut and assembled from regional or regional and
U.S. fabrics

HTS 9820.11.09
HTS 9820.11.12

Knit apparel except outerwear t-shirts
Outerwear t-shirts

*  Fabric must be made wholly of U.S. yarn
*  Preferential treatment subject to “caps” for 12-month
period beginning on October 1 of:

Year HTS 9820.11.09 HTS 9820.11.12
2000 250 million SMEs 4,200,000 dozen
2001 290 million SMEs 4,872,000 dozen
2002 500 million SMEs 9,000,000 dozen
2003 850 million SMEs 10,000,000 dozen
2004 970 million SMEs 12,000,000 dozen

Note: SMEs is square meter equivalents. The 2004 caps
apply to subsequent 12-month periods through September
30, 2008.

Brassieres cut and assembled in the United States and/or the
region from U.S. fabric (HTS 9820.11.15)

*

Producer must satisfy rule that, in each of seven 1-year
periods starting on October 1, 2001, at least 75 percent of
the value of the fabric contained in the firm's brassieres in
the preceding year was attributed to fabric components
formed in the United States (the 75 percent standard rises
to 85 percent for a producer found by Customs to have not
met the 75 percent standard in the preceding year).

Textile luggage assembled from U.S.-formed and -cut fabric
(HTS 9802.00.8046) or from U.S.-formed fabric cut in eligible
CBTPA countries (HTS 9820.11.21)

*

Fabric must be made wholly of U.S. yarn.

Apparel cut and assembled from fabrics or yarn as identified
in annex 401 of NAFTA as being not available in commercial
quantities (in “short supply”) in the United States (HTS
9820.11.24)

Apparel cut and assembled from additional fabrics or yarns
designated as not available in commercial quantities in the
United States (HTS 9820.11.27)

*

The fabrics and yarn include fine-count cotton knitted fabrics
for certain apparel; linen; silk; cotton velveteen; fine wale
corduroy; Harris Tweed; certain woven fabrics made with
animal hairs; certain lightweight, high thread count
polyester/cotton woven fabrics; and certain lightweight, high
thread count broadwoven fabrics in production of men's and
boys' shirts.”

*

On request of an interested party, the President may
proclaim preferential treatment for apparel made from
additional fabrics or yarn if the President determines that
such fabrics or yarn cannot be supplied by the domestic
industry in commercial quantities in a timely manner.

Handloomed, handmade, and folklore articles (HTS
9820.11.30)

*

Must be certified as such by exporting country under an
agreement with OTEXA.

Source: United States-Caribbean Basin Trade Partnership Act, as amended by the Trade Act of 2002.

* Applies to articles ineligible for duty-free treatment under the 1983 CBERA (those of cotton, wool, and manmade fibers).
® See U.S. House of Representatives, Trade and Development Act of 2000: Conference Report to Accompany H.R. 434,
106th Cong., 2d sess., H. Rept. 106-606, p. 77, which explains a substantially identical provision of the African Growth and

Opportunity Act that is contained in CBTPA.




fabrics are produced of U.S. yarns (known as regional knit fabrics).* This preferential
treatment was limited to 4.2 million dozen outerwear t-shirts and 250 million square meter
equivalents (SMEs) of other knit apparel, for the 1-year period beginning on October 1,
2000. Both regional caps were expanded beyond the original caps under the 2002
modifications as shown in table 1-2.

Duty-free treatment is also provided for imports of brassieres from CBTPA countries cut
and sewn or otherwise assembled in the United States or CBTPA countries, or both. For the
1-year period beginning on October 1, 2001, and in each of the six succeeding 1-year
periods, such treatment is granted only to producers whose total cost of the U.S. fabric
components during the previous 1-year period is at least 75 percent of the aggregate declared
customs value of the fabric contained in all of their brassieres entered during that period. In
general, preferential treatment is granted only to producers who use mostly U.S. fabric
components.

CBTPA also provides for duty-free treatment for apparel made in beneficiary countries from
fabrics and yarns that are not available in the United States, in addition to those fabrics and
yarns already listed in annex 401 of the NAFTA. The CBTPA authorizes the President, on
request of any interested party, to proclaim preferential treatment for apparel made in
beneficiary countries from additional fabrics or yarns if the President determines that such
fabrics or yarns cannot be supplied by the domestic industry in commercial quantities in a
timely manner and the President complies with certain procedural requirements, one of
which is to obtain the advice of the U.S. International Trade Commission.™

The apparel provisions of CBTPA build upon existing U.S. trade programs that have
encouraged U.S. producers of apparel to establish production-sharing arrangements in
CBERA countries and Mexico. Under the production-sharing provisions of HTS heading
9802.00.80 and related legal notes of the HTS, commonly referred to by its former Tariff

* Knit apparel made in CBTPA countries from regional knit fabrics includes garments cut and
assembled from knit fabrics or those knit-to-shape directly from yarns, such as sweaters. The Trade
Act 0f 2002 clarified that preferential treatment is to be provided for knit-to-shape garments
assembled in CBTPA countries. The interim regulations issued by the U.S. Customs Service to
implement the trade benefit provisions of the CBTPA had stipulated that knit-to-shape garments
were not eligible for trade benefits because they technically do not go through a fabric
manufacturing stage (the garments are knitted to shape directly from yarns). See U.S. House of
Representatives, Andean Trade Promotion and Drug Eradication Act, 107" Congress, first
session, Report 107-290, Nov. 14,2001, 18.

 The Commission provides advice as to the probable economic effect of granting preferential
treatment to apparel made from fabrics or yarns that are the subject of petitions filed by interested
parties with the Committee for the Implementation of Textile Agreements under the “commercial
availability” provisions of CBTPA and also the African Growth and Opportunity Act and the
Andean Trade Promotion and Drug Eradication Act. In Executive Order No. 13191, the President
delegated to USTR the authority to obtain advice from the Commission. Most recently, on January
22,2007, following receipt of a request from USTR, the Commission instituted investigation No.
332-484, Commercial Availability of Apparel Inputs (2007): Effect of Providing Preferential
Treatment to Apparel from Sub-Saharan African, Caribbean Basin, and Andean Countries, under
section 332(g) of the Tariff Act of 1930 (19 U.S.C. 1332(g)) to provide the advice. The
Commission conducted similar investigations in the years 2001-2006 on petitions filed in those
years. For information on the investigation, see the Commission's website at
http://www.usitc.gov/ind _econ_ana/research _ana/Ongoing Inv/332/short _supply/shortsupstat.ht
m.


http://www.usitc.gov/ind_econ_ana/research_ana/Ongoing_Inv/332/short_supply/shortsupstat.htm
http://www.usitc.gov/ind_econ_ana/research_ana/Ongoing_Inv/332/short_supply/shortsupstat.htm
http://www.usitc.gov/ind_econ_ana/research_ana/Ongoing_Inv/332/short_supply/shortsupstat.htm

Schedules of the United States (TSUS) shortened designation as “807,” U.S. importers
receive a partial duty exemption for articles assembled abroad in whole or in part of U.S.
components. In general, the duty is assessed only on the value added abroad (mainly the cost
of sewing the garment parts together). The fabric for making the apparel parts can be of
either U.S. or foreign origin as long as the fabric is cut to shape in the United States,
exported ready for assembly, and not advanced in value abroad except by assembly and
incidental operations. During the late 1980s, the United States created special programs
under the former 807 tariff provision for CBERA countries and Mexico to give these
countries, in addition to the reduced duties, virtually unlimited market access for apparel
assembled there from fabrics wholly made and cut in the United States (commonly known
as “807A” imports).”' However, with implementation of NAFTA in 1994, U.S. imports of
807A-type apparel from Mexico became eligible to enter completely free of duty and quota
under heading 9802.00.90 of the HTS. By contrast, imports of similar 807A-type apparel
from CBERA countries could enter under preferential quotas but were still subject to duty
on the value added abroad until October 2, 2000, when CBTPA was implemented and such
apparel could be entered free of duty.’”

HOPE Act of 2006

On December 20, 2006, the United States further amended the CBERA program by enacting
the Haitian Hemispheric Opportunity Through Partnership Encouragement Act of 2006
(HOPE Act).”” The Act establishes special new rules of origin (section 5002) that make
Haiti eligible for new trade benefits for apparel imports and that enhance sourcing flexibility
for apparel producers in Haiti. The first rule grants duty-free treatment for a limited amount
of apparel imported from Haiti if at least 50 percent of the value of inputs and/or costs of
processing (i.e., being wholly assembled or knit-to-shape) are from Haiti, the United States,
or any country that is an FTA partner with the United States during years one to three after
the Act became effective; in year four, the percentage requirement for originating inputs
rises to 55 percent or more, and in year five it increases to 60 percent or more.

The HOPE Act includes a single transformation rule of origin for apparel articles entering
under subheading 6212.10 (brassieres) of the Harmonized Tariff Schedule, which allows the
components of these garments to be sourced from anywhere as long as the garments are both
cut and sewn or otherwise assembled in Haiti. The HOPE Act also authorizes duty-free
treatment for three years for a specified quantity of woven apparel imports from Haiti made
from fabric produced anywhere in the world—up to 50 million SMEs in years one and two
of the Act, and up to 33.5 million SMEs in year three.

! Through the end of 2004, the United States had preferential quotas for 807A imports (known
as guaranteed access levels) and regular quotas with five CBERA countries: Costa Rica, the
Dominican Republic, El Salvador, Guatemala, and Jamaica. All quotas under the Agreement on
Textiles and Clothing ended on Jan. 1, 2005.

>21n 1999, the last full year before CBTPA entered into force, the dutiable foreign value-added
accounted for 31 percent of the customs value of U.S. imports of underwear, foundation garments,
and outerwear t-shirts from CBERA countries, and the duty-free U.S. value was 69 percent. The
effective U.S. rate of duty on such CBERA goods averaged 4.7 percent ad valorem.

33 Public Law 109-432, sec. 5001 et seq.



U.S. FTA with Central America and the Dominican Republic

The United States completed negotiations for an FTA with five Central American countries
(Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua) and the Dominican
Republic during 2004.>* President Bush signed legislation implementing the Dominican
Republic-Central American-United States FTA (CAFTA-DR) on August2,2005. CAFTA-
DR entered into force for El Salvador, Honduras, Nicaragua, and Guatemala during 2006,
and pursuant to section 201 of the CAFTA-DR implementing legislation, these countries
ceased to be CBERA beneficiaries. CAFTA-DR entered into force for the Dominican
Republic on March 1, 2007.°° Costa Rica has not yet approved CAFTA-DR, but has
announced plans to hold a referendum on approval on October 7, 2007.”” CAFTA-DR
provides market access that is the same as or better than the access provided under
CBERA.*® CAFTA-DR provides reciprocal access for U.S. products and services and will
not be subject to periodic renewal.*

CAFTA-DR provides for significant and permanent enhancements of product eligibility
relative to CBTPA as it relates to textiles and apparel. The FTA provides for the immediate
elimination of duties on textiles and apparel that meet the rules of origin specified in the
FTA, retroactive to January 1, 2004.°° Other key enhancements include:

* A yarn-forward rule of origin applicable to most apparel articles and woven
fabrics under the FTA, meaning that only apparel using yarn and fabric from the
United States, the Central American countries, and the Dominican Republic
qualifies for duty-free benefits;

% The United States completed FTA negotiations with El Salvador, Guatemala, Honduras, and
Nicaragua on December 17, 2003; with Costa Rica on January 25, 2004; and with the Dominican
Republic on March 15, 2004. The U.S. FTA with the five Central American countries was signed
on May 28, 2004, and the FTA with the Dominican Republic was signed on Aug. 5, 2004,
integrating that country into the FTA with the Central American countries. USTR, “U.S., Central
American Nations to Sign Free Trade Agreement,” press release, May 13, 2004; “United States
and Central America Sign Historic Free Trade Agreement,” press release, May 28, 2004; and
“CAFTA Policy Brief—Free Trade with Central America and the Dominican Republic: Highlights
of the CAFTA,” February 2005, available at www.ustr.gov. The Commission’s report on the
CAFTA-DR, in accordance with section 2104(f) of the Trade Act of 2002, was published in
August 2004. USITC, U.S.-Central America-Dominican Republic Free Trade Agreement:
Potential Economywide and Selected Sectoral Effects, investigation No. TA-2104-13, USITC
publication 3717, August 2004.

> Public Law 109-53 (119 Stat. 462) of August 3, 2005.

* Presidential proclamation 8111, 72 F.R. 10023-10028.

T EIU, Country Report, Costa Rica, July 2007.

 USTR, “Bilateral and Regional Negotiations,” 2005 Trade Policy Agenda and 2004 Annual
Report, 172,
http://'www.ustr.gov/Document_Library/Reports_Publications/2005/2005 Trade Policy Agenda/Se
ction_Index.htm.

Y USTR, “CAFTA Facts—CAFTA Benefits the American Family,” CAFTA Policy Brief, May
2005, www.ustr.gov, accessed June 1, 2005.

89 USTR, “CAFTA Facts—CAFTA Benefits the American Family,” CAFTA Policy Brief, May
2005, and CAFTA Facts—Textiles: United to Compete with Asia,” CAFTA Policy Brief, April
2005, www.ustr.gov accessed June 1, 2005. Additional information obtained from USTR, “The
Dominican Republic-Central America- United States Free Trade Agreement: Summary of the
Agreement,” www.ustr.gov, accessed August 8, 2005.
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* A de minimis foreign content rule that permits up to 10 percent of the total
weight of the “essential character component” determining the good’s tariff
classification to consist of non-originating fibers or yarns (excluding elastomeric
yarns, which must be made entirely in an FTA partner); and

* A cumulation provision for woven apparel allowing a limited amount of inputs
from Mexico and Canada to be used in Central American/Dominican apparel
that will still qualify for duty-free benefits in the United States, subject to a 100
million square meter annual cap in the first calendar year of the FTA, and as
much as 200 million SMEs in succeeding years, based on the growth of FTA
country exports of qualifying apparel made of woven fabrics.”'

U.S.-Panama FTA

The United States and Panama completed negotiations on a free trade agreement on
December 19,2006, with the understanding that discussions would continue regarding labor.
The agreement was signed on June 28, 2007, and is awaiting U.S. and Panamanian
legislative approval.®

Analytical Approach

The core of the original CBERA is the duty-free treatment importers can claim when
entering qualifying products of designated beneficiary countries (where goods are not
specifically excluded from the program). In each case, the duty elimination for all eligible
products occurred at once as countries were designated as beneficiaries. While there was
generally no phase-in of duty preferences, the duty reductions for a few goods were phased
in over 5 years.” Direct effects of such a one-time duty elimination can be expected to
consist primarily of increased U.S. imports from beneficiary countries resulting from trade
and resource diversion to take advantage of lower duties in the U.S. market, including: (1)
a diversion of beneficiary-country production away from domestic sales and non-U.S.
foreign markets and (2) a diversion of variable resources (such as labor and materials) away
from production for domestic and non-U.S. foreign markets. In general, these direct effects
are likely to occur within a short time (probably a year or two) after the duty elimination.
It is therefore likely that these effects have been fully realized for the original CBERA
program, which has been in effect since 1984, as well as for most provisions of CBTPA,
implemented in October 2000, and the restrictions on regional dyeing and finishing of U.S.-
produced fabrics added by the 2002 Trade Act. The direct, short-term effects of the CBTPA
provisions that are being phased in (the tariff elimination for tuna and footwear) are
currently ongoing. Over a longer period, the effects of CBERA will flow mostly from
investment in industries in beneficiary countries that benefit from the duty elimination or
reduction. Both short-term and long-term effects are limited by the small size of the CBERA

®'Ibid. Additional information obtained from USTR, “The Dominican Republic-Central
America-United States Free Trade Agreement: Summary of the Agreement,” www.ustr.gov,
accessed August 8, 2005.

2 USTR, “United States and Panama Sign Trade Promotion Agreement,” press release, June
28,2007.

8 A number of previously excluded products were added for reduced-duty treatment under the
Caribbean Basin Economic Recovery Expansion Act of 1990.
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beneficiary-country economies, and the long-term effects are likely to be difficult to
distinguish from other market forces in play since the program was initiated. Investment,
however, has been tracked in past CBERA reports in order to examine the trends in, and
composition of, investment in the region.

The effects of CBERA on the U.S. economy, industries, and consumers are assessed through
an analysis of (1) imports entered under each program and trends in U.S. consumption of
those imports; (2) estimates of gains to U.S. consumers, losses to the U.S. Treasury resulting
from reduced tariff revenues, and potential displacement in U.S. industries competing with
the leading U.S. imports that benefited exclusively from the CBERA program in 2006,** as
well as gains to U.S. industries that supply inputs to CBER A-country producers; and (3) an
examination of trends in production and other economic factors in the industries identified
as likely to be particularly affected by such imports. General economic and trade data come
from official statistics of the U.S. Department of Commerce and from materials developed
by country/regional and industry analysts of the Commission. The report also incorporates
public comments received in response to the Commission’s Federal Register notice
regarding the investigation and field work in beneficiary countries.*’

As in previous reports in this series, the effects of CBERA are analyzed by estimating the
differences in benefits to U.S. consumers, U.S. tariff revenues, and U.S. industry production
that would likely have occurred if the tariffs had been in place for beneficiary countries in
2006. Actual 2006 market conditions are compared with a hypothetical case in which NTR
duties were imposed for the year. The effects of CBERA duty reductions for 2006 are
estimated by using a standard economic approach for measuring the impact of a change in
the prices of one or more goods. Specifically, a partial-equilibrium model is used to estimate
gains to consumers, losses in tariff revenues, and industry displacement or gains.*® Previous
analyses in this series have shown that since CBERA has been in effect U.S. consumers
have benefited from lower prices and higher consumption, competing U.S. producers have
had lower sales, and tariff revenues to the U.S. Treasury have been lower.

Generally, the net welfare effect is measured by adding three components: (1) the change
in consumer surplus, (2) the change in tariff revenues to the U.S. Treasury resulting from
the CBERA duty reduction, and (3) the change in producer surplus.®’ The model used in this
analysis assumes that the supply of U.S. domestic production is perfectly elastic; that is,
U.S. domestic prices do not fall in response to CBERA duty reductions. Thus, decreases in

% That is, those that are not excluded or do not receive unconditional NTR duty-free treatment
or duty-free treatment under other preference programs such as GSP.

55 A copy of the notice is contained in appendix A. Summaries of public submissions are
included in appendix B.

5 A more detailed explanation of the approach can be found in appendix C.

57 Consumer surplus is a dollar measure of the total net gain to U.S. consumers from lower
prices. It 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.

Producer surplus is a dollar measure of the total net loss to competing U.S. producers from
increased competition with imports. It is defined as the return to entrepreneurs and owners of
capital above what they would have earned in their next-best opportunities. See Walter Nicholson,
Microeconomic Theory: Basic Principles and Extensions (New York: The Dryden Press, 1989),
for further discussion of consumer and producer surplus.

The welfare effects do not include short-run adjustment costs to the economy from reallocating
resources among different industries.



U.S. producer surplus are not captured in this analysis. The effects of CBERA duty
reductions on most U.S. industries are expected to be small.

Ranges of potential net welfare and industry displacement estimates are reported, which
reflect a range of assumed substitutabilities between CBERA products and competing U.S.
output. The upper estimates reflect the assumption of high substitution elasticities.®® The
lower estimates reflect the assumption of low substitution elasticities. Upper estimates are
used to identify items that could be most affected by CBERA.

The analysis was conducted on the 20 leading product categories that benefited exclusively
from CBERA tariff preferences in 2006 (see chapter 3).%” Estimates of welfare and potential
U.S. industry displacement and/or gains were made. Further analysis is done on industries
for which the upper estimate of displacement is more than 5 percent of the value of U.S.
production, the threshold traditionally used in this series for selecting industries for further
analysis. One U.S. industry—methanol—met that criterion in 2006.

Probable future effects of CBERA are discussed on the basis of a qualitative analysis of
economic trends and investment patterns in beneficiary countries and in competing U.S.
industries. Information on investment in CBER A-related production facilities was obtained
mainly from U.S. embassies in the regions and other public sources.

CBTPA requires the Commission to report on the impact of CBERA on the economy of the
beneficiary countries. Beneficiary country impact is assessed by means of economic profiles
of selected beneficiary countries and through State Department cables as discussed later in
this report.”

8 Commission industry analysts provided evaluations of the substitutability of CBERA
products and competing U.S. products, which were translated into a range of substitution
elasticities: 3 to 5 for high substitutability, 2 to 4 for medium, and 1 to 3 for low. Although there is
no theoretical upper limit to elasticities of substitution, a substitution elasticity of 5 is consistent
with the upper range of estimates in the economics literature. Estimates in the literature tend to be
predominantly lower. See, for example, Clinton R. Shiells, Robert M. Stern, and Alan V.
Deardorff, "Estimates of the Elasticities of Substitution Between Imports and Home Goods for the
United States," Weltwirtschaftliches Archiv, vol. 122, 1986, 497-519; and Michael P. Gallaway,
Christine A. McDaniel, and Sandra A. Rivera, “Short-Run and Long-Run Estimates of U.S.
Armington Elasticities,” North American Journal of Economics and Finance, 14 (2003), 49-68.

% Commission industry analysts provided estimates of U.S. production and exports for the 20
leading items that benefited exclusively from CBERA, as well as evaluations of the substitutability
of CBERA-exclusive imports and competing U.S. products.

" The Commission’s 15" report undertook an econometric analysis of the original CBERA
preference program. Results suggested that CBERA may have had an overall impact on income
growth in the region, but that effect was small, and significant only when combined with trade and
foreign exchange reforms on the part of the beneficiary countries themselves. The analysis
confirmed that another preferential program that focused on apparel (the production-sharing
program) did spur growth and investment in CBERA beneficiary countries.
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CHAPTER 2
U.S. Trade with the Caribbean Basin

This chapter covers trade with the countries that were designated CBERA beneficiaries
(CBERA countries) for all or part of 2006." Its principal purpose is to examine imports that
entered under CBERA preferential tariff provisions (under CBERA) during the 2-year
period encompassing 2005 and 2006.> The data and discussion concentrate primarily on
2006, although trends or changes with respect to other years are considered in some
instances, when appropriate. Although 24 CBERA countries are included in this chapter,
data for 2006 include U.S imports from and U.S. exports to El Salvador, Guatemala,
Honduras, and Nicaragua only for a portion of 2006, the period during which those countries
were eligible for CBERA benefits before CAFTA-DR entered into force.’

Mostly as a result of the departure of these countries from CBERA, U.S. trade with CBERA
countries declined substantially in 2006. However, imports of energy and related chemical
products from CBERA countries increased substantially in value because of higher global
energy prices and increased U.S. demand. In 2006, imports of mineral fuels surpassed
apparel as the leading category of U.S. imports from CBERA countries. The leading
suppliers of imports under CBERA in 2006 were those countries that produced energy and
related chemical products and apparel—namely, Trinidad and Tobago, the Dominican
Republic, Costa Rica, Haiti, Jamaica, and The Bahamas.

Trade with CBERA Countries*

CBERA countries account for a very small share of U.S. trade. Mostly as a result of
CAFTA-DR entering into force, U.S. trade with CBERA countries declined during 2006.
As apercentage of U.S. total exports to the world, the CBERA-country share of U.S. exports
declined to 2.6 percent in 2006 from 3.2 percent in 2005. The CBERA-country share of total
U.S. imports decreased to 1.4 percent in 2006 from 1.9 percent in 2005. In 2006, the U.S.
trade deficit with CBERA countries was $1.5 billion or 0.2 percent of the overall U.S. trade
deficit. This level is less than one third the deficit of $5.8 billion in 2005 (table 2-1 and
figure 2-1).

" See chapter 1 for a list of the CBERA beneficiary countries.

% In this chapter, as discussed in chapter 1, “trade under CBERA” includes imports entered
under provisions of original CBERA (including those coded under Puerto Rico-CBI) and imports
entered under provisions of CBTPA.

> When the CAFTA-DR enters into force for a country, such a country is removed from the
enumeration of designated beneficiary countries under CBERA, CBPTA, and GSP. In 2006,
CAFTA-DR entered into force for El Salvador (March 1), Honduras and Nicaragua (April 1), and
Guatemala (July 1). See chapter 1.

“1In 2006, U.S. trade with “CBERA countries” included data for El Salvador, Guatemala,
Honduras, and Nicaragua only for the part of 2006 during which those countries were eligible for
CBERA benefits.
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Table 2-1
U.S. trade with CBERA countries, 2002-06

Share of U.S. Share of U.S.
exports to the imports from the U.S. trade
Year U.S. exports® world U.S. imports® world balance
Million dollars Percent Million dollars Percent Million dollars
2002............. 20,702.5 3.3 21,254.8 1.8 -552.3
2003............. 22,183.6 34 24,499.6 2.0 -2,315.9
2004............. 22,998.8 3.2 27,555.5 1.9 -4,556.7
2005............. 26,061.0 3.2 31,814.3 1.9 -5,753.4
2006............. 24,292.9 2.6 25,755.2 1.4 -1,462.4

Source: Compiled from official statistics of the U.S. Department of Commerce.
Note: Data for 2006 include U.S. imports from and exports to El Salvador, Guatemala, Honduras, and Nicaragua
only for the period during which those countries were eligible for CBERA benefits before CAFTA-DR entered into
force.

# Domestic exports, f.a.s. basis.

® Imports for consumption, customs value.

Figure 2-1
U.S. trade with CBERA countries, 2002-06
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Source: Compiled from official statistics of the U.S. Department of Commerce.
Note: Percentages may not add to 100 because of rounding. Data for 2006 include U.S. imports from and exports to

El Salvador, Guatemala, Honduras, and Nicaragua only for the period during which those countries were eligible for
CBERA benefits before CAFTA-DR entered into force.
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Total Imports

Total U.S. imports from CBERA countries were $31.8 billion in 2005 and $25.8 billion in
2006. In 2006, CBERA countries as a whole constituted the 17"-largest U.S. supplier, ahead
of Thailand but behind Brazil. Prior to CAFTA-DR entering into force, CBERA countries
as a whole constituted the 12"-largest supplier of U.S. imports in 2005. This section focuses
on total U.S. imports from CBERA countries, that is, all goods regardless of duty treatment.
U.S. imports entering under the CBERA preferences will be discussed in a later section.

Imports by Country

Total U.S. imports from CBERA countries that were CBERA beneficiaries for the full year
increased by 4.0 percent in 2006, while total U.S. imports from the world increased by 11.0
percent in that year. In contrast, total U.S. imports from all 24 CBERA countries, including
those countries that were CBERA beneficiaries only part of the year, decreased by 19.0
percent in 2006 (table 2-2). Most of this decline in total U.S. imports from all CBERA
countries was driven by the departure of the four countries from CBERA to CAFTA-DR
during 2006. However, for the most part, the value of U.S. imports of energy and related
chemical products from the region continued to increase substantially, largely as a result of
increases in energy prices, particularly in 2005. Most energy and related chemical product
imports entered NTR duty free or were imported largely from CBERA countries that were
not designated CBTPA beneficiaries.’

U.S. imports from each CBERA country during the last five years are presented in table 2-2.
Imports from full-year and part-year CBERA beneficiaries are shown as sub-groups. In
2006, Trinidad and Tobago continued to be the top U.S. supplier after displacing the
Dominican Republic beginning in 2004. Trinidad and Tobago’s share of total U.S. imports
from CBERA countries continued to rise, increasing 8.1 percentage points in 2006, from
24.5 percent in 2005 to 32.6 in 2006. The Dominican Republic’s share of all U.S. imports
from the region was 17.6 percent in 2006, reflecting an increase of 3.2 percentage points
from 2005.

Trinidad and Tobago’s rise to the top source of U.S. imports from CBERA countries
resulted mainly from increases in imports of natural gas and natural gas derivatives. The
Dominican Republic remained in second place. Costa Rica regained its position from
Honduras as the third largest import source as CAFTA-DR entered into force in 2006 for
the latter country, while Aruba and the Netherlands Antilles occupied fourth and fifth
places, respectively. The share of U.S. imports from the top five CBERA countries, relative
to all U.S. imports from CBERA countries, was 79.4 percent in 2006. Although declining,
the combined share of El Salvador, Guatemala, Honduras, and Nicaragua accounted for

> As of December 31, 2006, the major CBERA producers of energy and related chemical
products were Trinidad and Tobago (petroleum, refined petroleum products, natural gas, and
natural gas derivatives), Aruba (refined petroleum products), the Netherlands Antilles (refined
petroleum products), Guatemala (petroleum), and The Bahamas (refined petroleum products).
Trinidad and Tobago is a designated CBTPA beneficiary country. As noted in table 1-1 of chapter
1, Aruba, The Bahamas, and the Netherlands Antilles, among others, are not designated CBTPA
beneficiary countries. Guatemala was a CBPTA beneficiary only during the first six months of
2006.
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Table 2-2
U.S. imports for consumption from CBERA countries, by sources, 2002-06

Change Change Change

Source 2002 2003 2004 2005 2006 2004-05 2005-06 2004-06
Value (1,000 dollars) Percent

Full-year 2006 CBERA beneficiaries:®
Trinidad and Tobago............ 2,418,657 4,298,125 5,842,272 7,792,553 8,398,499 334 7.8 43.8
Dominican Republic. ........... 4,166,739 4,454,538 4,529,041 4,602,575 4,540,029 1.6 -14 0.2
CostaRica.................... 3,146,218 3,353,928 3,297,292 3,377,265 3,813,454 24 12.9 15.7
Aruba......... ... ... L 710,618 842,256 1,642,080 2,817,154 2,605,677 71.6 -7.5 58.7
Netherlands Antilles. ........... 388,387 631,532 445,814 944,519 1,100,627 111.9 16.5 146.9
Haiti........... ... ... ...... 254,581 332,384 370,533 447,104 496,115 20.7 11.0 33.9
Jamaica.. . ................... 372,940 411,694 308,147 341,353 470,927 10.8 38.0 52.8
Bahamas..................... 459,436 472,894 632,702 697,718 435,711 10.3 -37.6 -31.1
Panama...................... 295,439 289,749 297,529 319,915 337,565 7.5 5.5 13.5
Belize. ........ ... ... ... ... 75,448 101,376 107,165 98,442 146,395 -8.1 48.7 36.6
Guyana. ................ ... 104,435 105,901 119,852 119,917 124,954 0.1 4.2 4.3
St. Kittsand Nevis.. .. .......... 48,629 44,570 41,719 49,720 50,041 19.2 0.6 19.9
St.Lucia. .................... 19,148 12,932 14,382 64,947 37,280 351.6 -42.6 159.2
Barbados..................... 34,380 43,142 36,421 31,598 32,956 -13.2 4.3 -9.5
British Virgin Islands. . ... .. .. ... 26,529 27,682 17,394 33,656 26,303 93.5 -21.8 51.2
Antigua and Barbuda. .......... 3,527 5,078 4,366 4,397 5,767 0.7 31.2 32.1
Grenada. .................... 7,730 7,491 5,054 5,909 4,467 16.9 -24.4 -11.6
Dominica..................... 5,335 5,520 2,883 3,344 3,148 16.0 -5.9 9.2
St. Vincent and the Grenadines. . . 16,475 4,139 4,122 15,647 2,027 279.6 -87.0 -50.8
Montserrat.. . ................. 430 1,326 463 954 793 106.2 -16.9 71.4
Total of above.. ... ........ 12,555,081 15,446,256 17,719,230 21,768,687 22,632,735 22.9 4.0 27.7

Part-year 2006 CBERA beneficiaries:’
Guatemala.................... 2,784,536 2,954,085 3,156,227 3,123,215 1,560,811 -1.0 -50.0 -50.5
Honduras..................... 3,261,983 3,311,683 3,636,731 3,758,408 903,300 3.3 -76.0 -75.2
Nicaragua. . .................. 677,447 769,056 990,187 1,181,576 383,855 19.3 -67.5 -61.2
ElSalvador. .................. 1,975,782 2,018,478 2,053,117 1,982,422 274,546 -3.4 -86.2 -86.6
Total of above.. ... ........ 8,699,748 9,053,302 9,836,262 10,045,621 3,122,512 2.1 -68.9 -68.3
Total.................... 21,254,828 24,499,559 27,555,492 31,814,307 25,755,248 15.5 -19.0 -6.5

See footnotes at end of table.
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Table 2-2—Co