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EXECUTIVE SUMMARY

The U.S. trade preferences programs for the Central American and Caribbean region,
known collectively as the Caribbean Basin Initiative (CBI), continue to generate
important benefits for the beneficiary countries. Expansion of CBI benefits through
enactment of the Caribbean Basin Trade Partnership Act (CBTPA) in 2000, the
provisions included in the Trade Act of 2002, the HOPE Act of 2006, and the HOPE
I1 Act represents an important affirmation of the ongoing U.S. commitment to
economic development in the Caribbean Basin, by expanding duty-free access to the
U.S. market for CBI goods.

On August 5, 2004, the United States signed the Dominican Republic-Central
America-United States Free Trade Agreement (CAFTA-DR) with five Central
American countries (Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua)
and the Dominican Republic. The CAFTA-DR entered into force for El Salvador on
March 1, 2006; for Honduras on April 1, 2006; for Nicaragua on April 1, 2006; for
Guatemala on July 1, 2006; for the Dominican Republic on March 1, 2007; and for
Costa Rica on January 1, 2009. When the CAFTA-DR entered into force for each of
these countries, the country ceased to be designated as a CBERA and CBTPA
beneficiary. The United States and Panama signed a free trade agreement on June 28,
2007, but that agreement has not yet entered into force.

In conjunction with economic reform and trade liberalization by beneficiary
countries, the trade benefits of CBI have helped countries and certain dependent
territories in the region diversify their exports and have contributed to their economic
growth.

The total value of U.S. imports from CBI countries in 2008 was $19.6 billion, an
increase of $56 million from 2007, $6.5 billion lower than the value in 2006. This
was due primarily to the departure of four countries from the program in 2006, and
one in 2007. The CBI’s share of total U.S. imports was 0.9 percent in 2008, a slight
decrease from 1.0 percent in the previous year.

U.S. exporters have also benefited from the trade expansion fostered by the CBI
program. Total U.S. exports to the CBI region, having reached $25.1 billion in 2008,
made the CBI region the 14th largest market for U.S. exports, ahead of economies
such as Australia, Switzerland, and Hong Kong. U.S. exports to CBI beneficiary
countries rose 25.3 percent in 2008, but were 2.7 percent lower than in 2006, in large
part because four countries ceased being beneficiary countries in 2006.

The CBTPA provisions are being used extensively by CBI exporters and U.S.
importers. The Administration will continue to work with Congress, the private
sector, beneficiary countries, and other interested parties to ensure a faithful and
effective implementation of this important expansion of the CBERA program.



The eligibility criteria contained in the CBI statutes, including the revised factors
outlined in the CBTPA, have continued to provide opportunities to advance important
U.S. policy objectives. Upon implementation of CBTPA in mid-2000, the
Administration conducted an extensive review of each of the 24 CBI countries and
dependent territories that receive preferential access to the U.S. market through the
CBI, in connection with the initial process of considering their eligibility under the
CBTPA. This review provided an opportunity for the U.S. Government to engage
directly with the governments of the countries and dependent territories seeking
CBTPA benefits on the issues addressed in the criteria. This engagement helped to
bring about improvements in the practices and policies in place at that time in some
of the countries and dependent territories seeking CBTPA benefits. Improvements
occurred in various areas including the protection of internationally recognized
worker rights, the protection of intellectual property rights, and participation in the
World Trade Organization and the Free Trade Area of the Americas negotiations.

U.S. engagement with the Caribbean Basin through the CBI offers an important
opportunity to foster the active participation of countries and dependent territories in
the region in various initiatives to promote trade liberalization and to help CBI
beneficiary countries and dependent territories make the structural changes necessary
for them to take full advantage of trade liberalization in the Western Hemisphere.



INTRODUCTION

The programs known collectively as the Caribbean Basin Initiative (CBI) are a vital element
in U.S. economic relations with its neighbors in Central America and the Caribbean. Initially
launched in 1983 by the Caribbean Basin Economic Recovery Act (CBERA) and
substantially expanded in 2000 with the U.S.-Caribbean Basin Trade Partnership Act
(CBTPA), the CBI was further expanded in the Trade Act of 2002. The Haitian Hemispheric
Opportunity through Partnership Encouragement Act of 2006 (“HOPE Act”) and the HOPE
I1 Act of 2008 enhanced benefits under CBERA for Haiti. The CBI currently provides 18
countries and dependent territories with duty-free access to the U.S. market for most goods.

The CBI was initially envisioned as a program to facilitate the economic development and
export diversification of the Caribbean Basin economies. However, after more than two
decades, it is clear that the CBI provides important benefits to the United States, as well as
beneficiary countries. U.S. exports to the CBI beneficiary countries™ more than doubled
between 1988 and 2008, reaching $25.1 billion in 2008. Collectively, the CBI beneficiary
countries rank 14™ among U.S. market destinations, ahead of economies such as Australia,
Switzerland, and Hong Kong.

CBI beneficiary countries are subject to certain eligibility criteria set out in the various
statutes. These criteria, and the performance of CBI beneficiary countries and dependent
territories in addressing them, are discussed in detail in Chapter 3. The Administration
conducted an extensive review of all 24 CBI beneficiary countries in mid-2000, in
connection with the implementation of the CBTPA, which reflected a revised set of
eligibility criteria for receiving enhanced trade benefits. This review process provided an
important opportunity to engage with CBI trading partners to advance the U.S. policy
objectives.

In the CBTPA, Congress highlighted the commitment of the United States to promoting
economic growth in the Caribbean Basin, and noted that it is the policy of the United States
to seek a free trade agreement with willing countries in the region at the earliest possible
date.

Enactment of the Trade Act of 2002 represented a strong reinforcement of the U.S.
commitment to economic engagement with its Caribbean Basin neighbors. In addition to
harmonizing apparel eligibility criteria among the Andean Trade Preferences Act, the African
Growth and Opportunity Act, and the CBTPA, the Trade Act of 2002 increased the upper
limits for knit apparel articles and t-shirts from the Caribbean Basin.

The HOPE Act of 2006 further amended the CBERA program by establishing special new
rules of origin that make Haiti eligible for new trade benefits for apparel imports and that
enhance sourcing flexibility for apparel producers in Haiti. The HOPE 1l Act of 2008

* This report uses the terms “beneficiary countries” to refer to the sovereign countries and dependent territories
that receive preferential access to the U.S. market in accordance with the provisions of the CBERA and/or the
CBTPA.



modified the existing trade preference programs under HOPE and added other new programs
that allow for duty-free treatment for qualifying Haitian produced apparel.

This report provides an important opportunity to evaluate the effects of these expansions of
CBI trade preferences. It is clear that the preference provisions are being actively used by
beneficiary countries and U.S. industries. The Administration will continue to work with
Congress, the private sector, CBI beneficiary countries, and other interested parties to ensure
a faithful and effective implementation of this important expansion of trade benefits.



Chapter 1
DESCRIPTION OF THE CARIBBEAN BASIN INITIATIVE

Key Product Eligibility Provisions
CBERA Preferences

The Caribbean Basin Economic Recovery Act of 1983 allows the President to grant
unilateral duty-free treatment for imports of certain eligible articles from CBI beneficiary
countries. In order to receive benefits, products generally must: a) be imported directly from
a CBI beneficiary country into the U.S. customs territory; b) be wholly the growth, product
or manufacture of a CBI beneficiary country or be substantially transformed into a new or
different article in the CBI beneficiary country; and c) contain a minimum of 35 percent local
content of one or more CBI beneficiary countries (15 percent of the minimum content may
be from the United States).

In 1990, the CBERA was made permanent and at the same time was amended modestly to
increase market access to the United States. These amendments expanded certain trade and
tax benefits of the original statute, including: a 20 percent tariff reduction on certain leather
products; duty-free treatment for products produced in Puerto Rico and further processed and
imported from CBI beneficiary countries; and duty-free treatment from CBI beneficiary
countries for products made from 100 percent U.S. components. Textile and apparel articles,
and petroleum and certain products derived from petroleum, were excluded from duty-free
treatment.

In addition, as part of the ongoing efforts to make the program more effective through
administrative enhancements, the list of products eligible for duty-free treatment was
expanded through two proclamations intended to make the language of CBERA parallel the
language of the Generalized System of Preferences (GSP). Effective September 28, 1991, 94
tariff categories, affecting $47 million in 1991 imports, were provided new or expanded
duty-free treatment. A second expansion, effective July 17, 1992, provided 28 tariff
categories new or expanded status as goods eligible for preferential tariff treatment under
CBI.

CBTPA Preferences

In May 2000, the United States enacted a further enhancement of the CBI through the U.S.-
Caribbean Basin Trade Partnership Act. The new legislation was implemented on October 2,
2000. The CBTPA recognizes the importance of apparel as a component of CBI exports to
the United States, and expands the degree of preferential treatment applied to U.S. imports of
apparel made in the Caribbean Basin region.

Under the CBTPA, duty- and quota-free treatment is provided for apparel assembled in CBI
countries from U.S. fabrics formed from U.S. yarns and cut in the United States. If the U.S.
fabrics used in the production of such apparel are cut into parts in the CBTPA beneficiary



countries rather than in the United States, the apparel must also be sewn together with U.S.
thread in order to qualify for preferential treatment. Duty- and quota-free treatment is also
available for certain knit apparel made in CBTPA beneficiary countries from fabrics formed
in the Caribbean Basin region, provided that the fabric is formed from U.S. yarns. This
“regional fabric” benefit for knit apparel is subject to an annual quantitative limit, with a
separate limit provided for t-shirts. The limits were subject to annual growth rates of 16
percent through September 30, 2004. (These limits were later amended by the Trade Act of
2002 (“the Act”), discussed below.) Duty- and quota-free treatment is also available for
certain brassieres, certain textile luggage, apparel made in CBI countries from fabrics
determined not to be available in commercial quantities in the United States, and designated
“hand-loomed, handmade, or folklore” articles.

In addition to these apparel preferences, the CBTPA provides tariff treatment equivalent to
that extended to Mexican products under the NAFTA for certain items previously excluded
from duty-free treatment under the CBI program. These products are: footwear, canned
tuna, petroleum products, certain watches and watch parts, certain handbags, luggage, flat
goods, work gloves and leather wearing apparel.

In contrast to CBERA, which is permanent, the CBTPA benefits by statute expire on
September 30, 2010, or upon entry into force of the Free Trade Area of the Americas
(FTAA) or another free trade agreement between the United States and a beneficiary country,
whichever comes first.

Trade Act of 2002 Preferences

The Trade Act of 2002 amended the CBERA to grant additional benefits to Caribbean Basin
apparel products. Specifically, these changes permitted the use of U.S. and regional knit-to-
shape components in eligible apparel articles. The Act also grants preferences to “hybrid
articles,” which are articles that contain U.S. and regional components, and specified that
both fabric and knit-to-shape components may be used in eligible articles. In addition, the
Act substantially increased the annual quantitative limit for eligible knit apparel articles and
nearly doubled the separate limits for t-shirts. The Act also added a requirement, effective
September 1, 2002, that for apparel assembled in the region from U.S. knit or woven fabrics,
all dyeing, printing, and finishing must be done in the United States.

HOPE Act of 2006

The Haitian Hemispheric Opportunity through Partnership Encouragement Act of 2006
(HOPE Act) makes Haiti eligible for new trade benefits, in addition to those it currently
receives under CBI. Under CBTPA, apparel imports from Haiti qualified for duty-free
treatment only if they were made from U.S. or Haitian fabric. However, the HOPE Act also
allows apparel imports from Haiti to enter the United States duty free if at least 50 percent of
the value of inputs and/or costs of processing are from any combination of U.S., FTA partner
countries, and regional preference program partner countries. The quantity of apparel
eligible for duty-free treatment under this provision is subject to a limit in the first year



equivalent to one percent of overall U.S. apparel imports. This limit will expand gradually
over five years, reaching two percent in the fifth year.

The HOPE Act also removes duties for three years on a specified quantity of woven apparel
imports from Haiti made from fabric produced anywhere in the world. Finally, the HOPE
Act will allow automotive wire harnesses imported from Haiti that contain at least 50 percent
by value of materials produced in Haiti, U.S., FTA partner countries, or regional preference
program countries to qualify for duty-free treatment.

The HOPE Act benefits could not go into effect until certain conditions were met. Haiti was
required to establish or demonstrate that it was “making continual progress toward
establishing” 1) a market-based economy, 2) the rule of law, political pluralism, and due
process, 3) the elimination of barriers to U.S. trade and investment, 4) economic policies to
reduced poverty, increase the availability of health care and education and promote private
enterprise, 5) a system to combat corruption, and 6) protection of internationally recognized
worker rights. Preferential access would not be given if Haiti undermined United States
foreign policy interests or engaged in gross violations of human rights or provided support
for acts of international terrorism.

HOPE Il Act

The Haitian Hemispheric Opportunity through Partnership Encouragement Act of 2008
(HOPE 11 Act) was enacted in 2008 as a continuation and expansion of the original HOPE
Act of 2006. HOPE 11 provides for duty-free access for up to 70 million square meter
equivalents (SME) of knit apparel (with some t-shirt and sweatshirt exclusions) and 70
million SMEs of woven apparel without regard to the country of origin of the fabric or
components, as long as the apparel is wholly assembled or knit-to-shape in Haiti. HOPE 11
provides for duty-free treatment of knit or woven apparel under a “three for one” earned
import allowance program: for every three SMEs of qualifying fabric (sourced from the
United States or certain trade partner countries) shipped to Haiti for production of apparel,
qualifying apparel producers may export duty-free from Haiti or the Dominican Republic to
the United States one SME of apparel wholly-formed or knit-to-shape in Haiti regardless of
the source of the fabric. HOPE Il also provides for duty-free treatment for certain brassieres,
luggage, headgear, and certain sleepwear. HOPE Il allows these Haitian goods to enter the
United States duty-free if shipped either directly from Haiti or through the Dominican
Republic.

The HOPE Il Act includes requirements for consultations and reports to the House Ways and
Means Committee and Senate Finance Committee on implementation of the Act’s
requirements on the Labor Ombudsman and the Technical Assistance Improvement and
Compliance Needs Assessment and Remediation (TAICNAR). These reports form the basis
for the President to extend the period for Haiti’s compliance with the Act’s requirements.
The Act also requires an annual report to the trade committees on the efforts of Haiti, the
President and the ILO to carry out the provisions in the Act relating to labor. Finally, the law
requires the President to identify producers who have failed to comply with core labor
standards and with the labor laws of Haiti that directly relate to and are consistent with such



standards and to seek to assist such producers in coming into compliance with core labor
standards and Haiti’s laws.

On October 16, 2009, President Obama certified to Congress that Haiti had met the necessary
requirements to continue the duty-free treatment provided under HOPE Il. Since enactment
of HOPE II, Haiti issued a decree establishing an independent labor ombudsman’s office, and
the President of Haiti selected a labor ombudsman following consultation with unions and
industry representatives. In addition, Haiti, in cooperation with the International Labor
Organization, established a TAICNAR program. Haiti has also implemented an electronic
visa system that acts as a registry of Haitian producers of articles eligible for duty-free
treatment and has made participation in the TAICNAR Program a condition of using this visa
system.

Beneficiary Countries

Currently 18 countries and dependent territories receive CBI benefits. Chapter 3 discusses
the eligibility criteria related to the designation of countries and dependent territories as
CBERA and CBTPA beneficiary countries and provides a summary of current compliance
with these criteria on the part of CBI countries. The President is authorized to limit, suspend
or withdraw CBI benefits if conditions change with regard to performance in connection with
the statutory eligibility criteria.

Twenty countries and dependent territories were designated to receive benefits on January 1,
1984: Antigua and Barbuda, Barbados, Belize, British Virgin Islands, Costa Rica, Dominica,
Dominican Republic, El Salvador, Grenada, Guatemala, Haiti, Honduras, Jamaica,
Montserrat, Netherlands Antilles, Panama, St. Kitts and Nevis, Saint Lucia, Saint Vincent
and the Grenadines, and Trinidad and Tobago. The Bahamas was designated on March 14,
1985. On April 11, 1986, Aruba was designated retroactively to January 1, 1986, upon
becoming independent of the Netherlands Antilles. Guyana was designated effective
November 24, 1988, and Nicaragua was designated effective November 13, 1990. This
brought the total number of beneficiary countries to 24.

Anguilla, Cayman Islands, Suriname, and Turks and Caicos Islands have also been identified
by Congress as potentially eligible for benefits, but have not yet requested beneficiary status.

Based on the criteria described in Chapter 3 of this report, on October 2, 2000, President
Clinton designated all 24 of the then-existing CBERA beneficiary countries as eligible
beneficiaries under the CBTPA. The CBTPA requires an additional determination that
countries and dependent territories have implemented or are making substantial progress
toward implementing certain customs procedures based on those contained in the NAFTA.
(See discussion below.) As of late 2009, the following eight countries have satisfied this
requirement and have been designated as fully eligible to receive the enhanced benefits of the
CBTPA: Barbados, Belize, Guyana, Haiti, Jamaica, Panama, Saint Lucia, and Trinidad and
Tobago. Additional CBTPA beneficiary counties may be designated in the future as fully
eligible for CBTPA benefits, provided that the customs-related requirements are satisfied.



On August 5, 2004, the United States signed the Dominican Republic-Central America-
United States Free Trade Agreement (CAFTA-DR). The CAFTA-DR entered into force for
El Salvador on March 1, 2006; for Honduras on April 1, 2006; for Nicaragua on April 1,
2006; for Guatemala on July 1, 2006; for the Dominican Republic on March 1, 2007; and for
Costa Rica on January 1, 2009. When the CAFTA-DR entered into force for each of these
countries, the country ceased to be designated as a CBERA and CBTPA beneficiary. The
United States and Panama signed a free trade agreement on June 28, 2007, but that
agreement has not yet entered into force.

Anti-Transshipment Provisions

In extending preferential treatment to certain kinds of apparel manufactured in CBI
beneficiary countries, the CBTPA includes provisions intended to guard against the illegal
transshipment of non-qualifying goods through CBI countries. In order to take advantage of
this trade benefit, CBTPA beneficiaries are required to implement and follow, or make
substantial progress toward implementing and following, certain customs procedures based
on those contained in Chapter 5 of the NAFTA. To meet these statutory requirements,
beneficiary countries were requested to provide the USTR with commitments regarding, inter
alia: use of appropriate certificate of origin documents; cooperation with U.S. Customs and
Border Protection in conducting origin verification visits under certain conditions;
implementation of legislation and/or regulations to ensure the enforcement of these customs
procedures; imposition of appropriate penalties in cases of non-compliance; and regular
updates on progress in implementing the customs requirements established under the
CBTPA.

The CBTPA also provides that, if a CBI exporter is determined to have engaged in illegal
shipment of textile or apparel products, the President shall deny all benefits under the
CBTPA to that exporter for two years. In addition, where a beneficiary country has been
requested by the United States to take action to prevent transshipment and the country has
failed to do so, the President shall reduce the quantities of textile and apparel articles that
may be imported into the United States from that beneficiary country by three times the
quantity of articles transshipped.

In a September 2001 report to Congress, the USTR concluded that the implementation of the
CBTPA appears to have resulted in no systemic transshipment activity in the Caribbean
Basin region and that the level and degree of cooperation on anti-circumvention matters on
the part of CBTPA beneficiary countries are positive.

Safeguard Provisions

The President may suspend duty-free treatment under the CBI programs if temporary import
relief is determined to be necessary due to serious injury to domestic producers. The CBI
provides special rules governing emergency relief from imports of perishable agricultural
products from beneficiary countries.



Rum Provisions

An excise tax of $13.50 per proof gallon is imposed under section 5001(a)(1) of the Internal
Revenue Code of 1986 (the Code) on distilled spirits, including rum, produced in or imported
into the United States. The CBERA requires that excise taxes (less the estimated amount
necessary for payment of refunds and drawbacks) on all rum imported into the United States,
including rum from the CBERA countries, be transferred (covered over) to the Treasuries of
Puerto Rico and the Virgin Islands (section 7562(e)(2) of the Code). Rum brought into the
United States from Puerto Rico and the Virgin Islands is subject to the same rate of tax and
the amounts collected are also covered over to those insular Treasuries (section 7652(a)(3)
and (b)(3), respectively, of the Code) less certain amounts necessary for refunds, duty
drawback or administrative expenses. For distilled spirits imported or brought into the
United States after June 30, 1999 and before January 1, 2010, the rate at which the amounts
transferred are calculated is $13.25 per proof gallon (section 7652(f) of the Code).

The CBERA provides that if the amounts transferred to Puerto Rico or the Virgin Islands are
lower than the amount that would have been transferred if the imported rum had been
produced in Puerto Rico or the Virgin Islands, the President shall consider compensation
measures and may withdraw the duty-free treatment of rum produced in CBI countries. This
provision—intended to provide a remedy should the amounts carried over to Puerto Rico and
the Virgin Islands fall below such amounts transferred under prior law—nhas never been
invoked.

Tax Provisions

U.S. taxpayers can deduct legitimate business expenses incurred in attending a business
meeting or convention in a qualifying CBERA beneficiary country, or Bermuda, without
regard to the more stringent requirements usually applied to foreign convention expenses. To
qualify, a CBERA beneficiary country must have a tax information exchange agreement in
effect with the United States, and the tax laws in the CBERA beneficiary country may not
discriminate against conventions held in the United States.

As of November 2009, the following 14 countries have satisfied all of the requirements for
benefiting from this provision: Antigua and Barbuda, Aruba, Bahamas, Barbados, Bermuda,
Costa Rica, Dominica, Dominican Republic, Grenada, Guyana, Honduras, Jamaica,
Netherlands Antilles, and Trinidad and Tobago.

Reports

In addition to this biennial USTR report on the general operation of the CBERA and
compliance with eligibility criteria, the CBERA requires the following reports.

USITC Economic Effects Report: Section 215 of the CBERA requires the U.S.
International Trade Commission (ITC) to report biennially to the Congress with an
assessment of the actual and probable future effects of the CBERA on the U.S. economy
generally, on U.S. consumers, and on U.S. industries. Effective in 2001, the ITC report is



also required to address the economic impact of the CBI programs on beneficiary countries.
The ITC submitted its 19" report on the impact of the CBERA to the President and Congress
in September 2009 (USITC Publication 4102). The ITC concluded that the CBERA
continued to have a negligible effect on the U.S. economy during 2007 and 2008. The ITC
concluded that the probable future effect of CBERA on the United States is also expected to
be minimal, as CBERA countries generally are small suppliers to the U.S. market. The
reduction in the number of CBERA beneficiaries was a key factor driving the impact of
CBERA on the U.S. economy during 2007-2008 as well as the future effect of CBERA. The
ITC also found that the entry into force of the CAFTA-DR for five countries (El Salvador,
Guatemala, Honduras, Nicaragua, and the Dominican Republic) was an important reason for
the reduction in the value of U.S. imports receiving CEBRA benefits. In 2005, these five
countries accounted for 62.7 percent of U.S. imports entering under CBERA provisions.
Furthermore, the migration of the five countries to CAFTA-DR has also shifted the product
composition of U.S. imports under the CBERA program. Apparel imports have become less
important, while petroleum and natural gas-related imports originating in CBERA countries
(nearly all from Trinidad and Tobago) have become more important, accounting for 59
percent of U.S. imports under CBERA in 2008.

Labor Impact Report: Section 216 of the CBERA required the Secretary of Labor to
provide an annual report to Congress on the impact of the CBI on U.S. labor. That provision
has expired.® The final report, covering 1997-98, was submitted in February 2000. The
report found that the preferential tariff treatment provided to the products of the CBI
beneficiaries did not appear to have had an adverse impact on, or to have constituted a
significant threat to, U.S. employment.

Anti-Transshipment Cooperation Report: The CBTPA required the U.S. Customs Service
(now U.S. Customs and Border Protection) to prepare a study analyzing the extent to which
CBTPA beneficiary countries are cooperating with the United States in instances of illegal
transshipment of textile and apparel imports. This one-time study, under cover of a report of
the USTR, was submitted to Congress on September 20, 2001.

Worst Forms of Child Labor Report: The Trade and Development Act of 2000 requires the
Secretary of Labor to prepare a report on each “beneficiary country’s implementation of its
international commitments to eliminate the worst forms of child labor.” The most recent
report was published September 2009. The complete report is available at www.dol.gov/ilab.

All CBERA beneficiary countries have ratified ILO Convention No. 182 on the Worst Forms
of Child Labor. Also, many of the beneficiary countries studied in the 2009 report showed
both ongoing efforts and new efforts in governmental policies and programs to eliminate the
worst forms of child labor. These efforts are described in the individual country reports in
Chapter 3. The U.S. Department of Labor and other donors have also funded child labor
elimination projects implemented by a variety of organizations, including the International
Labor Organization-International Program on the Elimination of Child Labor (ILO-IPEC) in
the Caribbean, Central America, the Dominican Republic and Haiti to combat child labor in

! The Federal Reports Elimination and Sunset Act of 1995 (P.L. 104-66 of December 21, 1995) specified that
this report was to be phased out four years hence (December 21, 1999).



hazardous sectors such as commercial agriculture, garbage collecting and fireworks
manufacturing, as well as to prevent the commercial sexual exploitation of children.

Meetings of Caribbean Basin Trade Ministers and USTR

The CBTPA directs the President to convene a meeting with the trade ministers of Caribbean
Basin countries in order to establish a schedule of regular meetings of the region’s trade
ministers and the USTR. As indicated in the CBTPA, the purpose of the meetings is to
advance consultations between the United States and CBI countries concerning the possible
initiation of advantageous trade agreements with the United States.

In July 2008, the United States Trade Representative met via videoconference with
CARICOM Heads of State to discuss a wide range of issues related to trade and investment
in the region and globally, as well as recent developments in Caribbean integration. In April
2009, President Obama met with CARICOM Heads of State at the Summit of the Americas,
held in Port of Spain, Trinidad and Tobago. The leaders discussed a range of economic and
security issues.

Other Provisions

Under U.S. antidumping and countervailing duty laws, imports from two or more countries
subject to investigation may be aggregated, or “cumulated,” for the purpose of determining
whether the unfair trade practice causes material injury to a U.S. industry. The 1990
amendments to the CBERA created an exception to this general cumulation rule for imports
from CBI beneficiary countries. If imports from a CBI country are under investigation in an
anti-dumping or countervailing duty case, imports from that country may not be aggregated
with imports from non-CBI countries under investigation for purposes of determining
whether the imports from the CBI country are causing, or threatening to cause, material
injury to a U.S. industry. They may, however, be aggregated with imports from other CBI
countries under investigation.
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Chapter 2

U.S. TRADE WITH THE CARIBBEAN BASIN INITIATIVE
COUNTRIES

U.S. IMPORTS

Detailed information on U.S. imports from CBI countries is presented in Appendix 2 of this
report.

Since the preparation of the seventh report on the operation of the CBERA, six countries
became Party to the CAFTA-DR and ceased to be CBERA beneficiary countries, four of
them during 2006, one in 2007, and one in 2009 as noted in chapter 1. U.S. imports from
CBI countries reflect the removal of these countries from the CBERA program, with imports
falling 24.9 percent in 2007 and falling 0.3 percent in 2008.

At $32.0 billion in 2005, CBI countries combined constituted the 12th-largest supplier of
U.S. imports ahead of Italy and just behind Malaysia. In 2008, CBI countries combined
supplied $19.6 billion of U.S. imports, ranking 23" among U.S. import suppliers, ahead of
Algeria and behind the Netherlands. The CBI countries supplied just under 2 percent of U.S.
imports in 2006, but the share was much lower in 2008 at just under 1 percent, following the
removal of several of the CAFTA-DR countries from the program. (See Table 1.)

Table 1: U.S. Trade with CBI beneficiary Countries, 2004-2008 and Jan-Aug of 2008 and 2009"

U.S. Total U.S. Total

Exports to U.S. Exports to CBI Imports from U.S. Imports from CBI
Year World ? Countries World 3 Countries

Percent of Percent of

Million $ Million $ U.S. Total Million $ Million $ U.S. Total
2004 816,547.6 24,460.6 3.0 1,469,673.4 27,776.0 1.9
2005 904,379.8 27,781.3 3.1 1,670,940.3 32,049.0 1.9
2006 1,037,143.0 25,796.2 2.5 1,855,119.3 26,125.3 1.4
2007 1,162,708.3 20,943.5 1.8 1,953,698.8 19,615.1 1.0
2008 1,300,135.7 25,105.5 1.9 2,100,141.2 19,559.8 0.9
Jan-Aug 2008 894,297.8 17,122.2 1.9 1,446,863.7 13,606.5 0.9
Jan-Aug 2009 671,296.1 9,766.7 1.5 981,516.8 6,416.2 0.7

Costa Rica since Costa Rica ceased to be a CBERA beneficiary on Jan. 1, 2009.
2 Total exports, Free Alongside Ship (F.A.S.) value.

® General imports, customs value.

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

! Data for El Salvador, Guatemala, Honduras, and Nicaragua in 2006 and for the Dominican Republic in 2007 are
only included for the period these countries were CBERA beneficiaries. Statistics for 2009 do not include data for

U.S. imports entering under CBI preferences decreased 47.5 percent in 2007 to $5.2 billion
and fell 19.4 percent to $4.2 billion in 2008. (See Table 2.) When the five CAFTA-DR
countries that were removed from the CBERA program during 2006 and 2007 are excluded,
U.S. imports under CBI preferences decreased 11.8 percent in 2007 and 15.5 percent in 2008.
The removal of the five CAFTA-DR countries has also shifted the product composition of
U.S. imports under the CBERA program, and that shift will be more pronounced in future
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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 59 percent of U.S. imports under CBERA from the non-CAFTA-DR countries

in 2008.

Table 2: U.S. Imports from CBI Countries by Program, 2006-2008 and Jan-Aug of 2008 and 2009"

Import 2008 2009 Change Change Change

Program 2006 2007 2008 Jan-Sept | Jan-Sept |2006-2007 | 2007-2008 | Jan-Aug

Million $ Percent

Former CBI beneficiaries

CBI 3,896.9 304.3 0.0 0.0 0.0 -92.2 -100.0 NA
CBERA 1,312.6 143.3 0.0 0.0 0.0 -89.1 -100.0 NA
CBTPA 2,584.3 161.0 0.0 0.0 0.0 -93.8 -100.0 NA

GSP 229.9 18.7 0.0 0.0 0.0 -91.9 -100.0 NA

NTR free 1,990.3 212.6 0.0 0.0 0.0 -89.3 -100.0 NA
Total 7,671.4 598.8 0.0 0.0 0.0 -92.2 -100.0 NA

2008 CBI beneficiaries

CBI 5,344.6 4,913.6 4,207.1 3,010.5 1,269.4 -8.1 -14.4 -57.8
CBERA 2,588.1 2,683.4 3,022.5 2,181.7 690.3 3.7 12.6 -68.4
CBTPA 2,756.4 2,230.2 1,184.6 828.7 579.1 -19.1 -46.9 -30.1

GSP 180.7 135.3 129.2 84.8 25.3 -25.1 -4.5 -70.2

NTR free 7,670.1 8,619.2 9,297.5 6,475.5 2,524.0 12.4 7.9 -61.0
Total 18,453.9] 19,016.4] 19,559.8/ 13,606.5 6,416.2 3.0 2.9 -52.8

All CBI beneficiaries

CBI 9,241.5 5,217.9 4,207.1 3,010.5 1,269.4 -43.5 -19.4 -57.8
CBERA 3,900.7 2,826.7 3,022.5 2,181.7 690.3 -27.5 6.9 -68.4
CBTPA 5,340.8 2,391.2 1,184.6 828.7 579.1 -55.2 -50.5 -30.1

GSP 410.6 154.0 129.2 84.8 25.3 -62.5 -16.1 -70.2

NTR free 9,660.4 8,831.8 9,297.5 6,475.5 2,524.0 -8.6 5.3 -61.0

Grand

Total 26,125.3| 19,615.1| 19,559.8| 13,606.5 6,416.2 -24.9 -0.3 -52.8

! General imports, customs value.
Z Data for El Salvador, Guatemala, Honduras, and Nicaragua in 2006 and for the Dominican Republic in 2007
are only included for the time these countries were CBERA beneficiaries. Statistics for 2009 do not include

data for Costa Rica since Costa Rica ceased to be a CBERA beneficiary on Jan. 1, 2009.

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

Imports by Country

Trinidad and Tobago became the leading source of U.S. imports entering under CBI

preferences in 2006, displacing the Dominican Republic, the long-time leader. The United
States imported $1.9 billion under CBI preferences from Trinidad and Tobago in 2008, a
decrease of 24.6 percent from 2007. Imports under CBI preferences from Trinidad and
Tobago are dominated by petroleum and methanol and close to 90 percent of such imports
entered under CBI provisions in 2008. U.S. imports of petroleum decreased in value, despite
higher average prices in 2008, mainly because of a decrease in quantity. U.S. imports of
methanol increased in value mainly because of higher prices.
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Costa Rica became the second leading source of U.S. imports entering under CBI preferences
in 2007, the year that the Dominican Republic ceased to be a beneficiary country. Costa
Rica, which accounted for 29.8 percent of U.S. imports under CBI preferences in 2008,
ceased to be a beneficiary country on January 1, 2009. U.S. imports from Costa Rica under
CBI preferences in 2008 fell 11.6 percent to $1.3 billion. Pineapples, apparel articles, radial
tires, and fuel-grade ethanol were the leading categories of CBI- preference imports from
Costa Rica in 2008.

Haiti has experienced rapid increases in exports to the United States under CBI preferences,
nearly doubling from 2004 to 2007 before falling 5.9 percent in 2008 to $405 million. The
growth has been primarily from articles imported under the CBPTA apparel provisions.

Jamaica’s exports to the United State under CBI preferences grew significantly by 35.5
percent in 2008 to $320 million, mainly on the strength of fuel-grade ethanol exports.

The United States continues to have a small value of bilateral trade with many of the
Caribbean economies. While the overall value is small, CBI-preference imports account for
relatively significant proportions of total U.S. imports from these countries. Non-monetary
gold, frozen orange juice, electrical machinery, and cane sugar were some of the leading
categories of CBI-preference imports from the smaller Caribbean economies.

U.S. EXPORTS

Although the CBI was initially envisioned as a program to facilitate the economic
development and export diversification of the Caribbean Basin economies, U.S. export
growth to the region has been a welcome corollary benefit. The value of total U.S. exports to
CBI countries fell 18.8 percent in 2007, but rose 19.9 percent in 2008. When only 2008
beneficiaries are considered, U.S. exports increased 15.4 percent in 2007 and 25.4 percent in
2008. (See Table 3.) Collectively, at $25.1 billion, the CBI region ranked 14™ among U.S.
export destinations in 2008 and absorbed 1.9 percent of total U.S. exports to the world.
Costa Rica, Panama, the Netherlands Antilles, The Bahamas, and Jamaica were the principal
markets for U.S. products in 2008, accounting for 75 percent of U.S. exports to the CBI
region in 2008. The United States exports a broad range of products to the CBI region. In
2008, the leading categories included refined petroleum products, semiconductors, corn,
jewelry, and aircraft.
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Table 3: U.S. Exports to CBI Countries, 2004-2008 and January-August of 2008 and 2009, Million $*

2008 2009
Country 2004 2005 2006 2007 2008 Jan.- Jan.-
Aug. Aug.
Former beneficiaries
Dominican Republic 4,3429 | 4,7085 | 5,347.8 918.7 0.0 0.0 0.0
El Salvador 1,867.8 | 1,846.2 317.8 0.0 0.0 0.0 0.0
Guatemala 2,548.3 | 2,813.0| 1,734.2 0.0 0.0 0.0 0.0
Honduras 3,076.5 | 3,243.9 862.2 0.0 0.0 0.0 0.0
Nicaragua 591.7 619.8 181.8 0.0 0.0 0.0 0.0
Total 12,427.2 | 13,2315 | 8,443.8 918.7 0.0 0.0 0.0
2008 beneficiaries
Antigua and Barbuda 125.3 189.9 194.2 240.4 182.6 115.6 99.9
Aruba 374.4 547.0 511.3 528.6 680.4 486.0 285.6
Bahamas 1,182.1 | 1,7689 | 2,288.2 | 2,473.0| 2,760.4 | 1,895.3 | 1,542.2
Barbados 347.6 392.8 443.1 456.4 498.1 316.0 264.9
Belize 151.7 216.9 238.8 234.3 353.0 241.9 171.4
British Virgin Islands 97.7 122.7 218.7 176.2 309.9 190.4 173.2
Costa Rica 3,303.7 | 3,5954 | 4,1324 | 4,580.6 | 5,681.8 | 3,789.3 0.0
Dominica 35.9 61.5 68.0 83.8 105.4 71.8 56.3
Grenada 69.9 82.4 75.6 83.3 84.4 45.7 35.6
Guyana 135.6 175.3 179.4 187.9 288.5 189.6 169.3
Haiti 663.0 688.1 809.4 710.7 944.5 574.0 540.0
Jamaica 14316 | 1,687.2| 20350 | 2,318.2| 2,6443| 1,888.1 936.0
Montserrat 6.1 4.8 14.4 4.8 8.6 4.6 4.4
Netherlands Antilles 8726 | 1,1348 | 1,4853 | 2,0823 | 2,951.4 | 1,983.4 | 1,325.9
Panama 1,820.0 | 2,168.8 | 2,706.7 | 3,739.6 | 4,913.3 | 3,525.5 | 2,610.0
St. Kitts-Nevis 60.4 94.0 127.2 110.7 123.9 77.3 63.8
St. Lucia 103.3 134.7 151.5 165.5 241.0 182.3 83.6
St. Vincent and the
Grenadines 45.4 45.3 58.3 69.0 82.7 53.3 51.2
Trinidad and Tobago 1,207.2 | 1,439.3| 16148 | 1,7795| 2,251.2 | 1,492.1 | 1,353.5
Total 12,033.5 | 14,549.8 | 17,352.4 | 20,024.8 | 25,105.5 | 17,122.2 | 9,766.7
Grand total 24,460.6 | 27,781.3 | 25,796.2 | 20,943.5 | 25,105.5 | 17,122.2 | 9,766.7

I Total exports, F.A.S. value. Data for El Salvador, Guatemala, Honduras, and Nicaragua in 2006 and for the

Dominican Republic in 2007 are only included for the time these countries were CBERA beneficiaries.
Statistics for Jan-Aug 2009 do not include data for Costa Rica since Costa Rica ceased to be a CBERA
beneficiary on Jan. 1, 2009.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Chapter 3

ELIGIBILITY CRITERA AND ADVANCEMENT OF
TRADE POLICY GOALS

The trade preferences made available under the Caribbean Basin Initiative represent a unilateral,
non-reciprocal grant of benefits to U.S. trading partners in Central America and the Caribbean.
In enacting the CBERA and CBTPA, the Congress established eligibility criteria for the receipt
of these trade preferences. This chapter reviews these eligibility criteria, as well as the recent
performance of CBI beneficiary countries in meeting these criteria.

The eligibility criteria for the CBI programs fall within three broad categories:

=  “mandatory” factors defined in the CBERA as precluding the President from initially
designating a country or dependent territory as a CBERA beneficiary;

= additional, discretionary factors which the President is required to take into account in
determining whether to designate countries or dependent territories as beneficiaries under
the CBERA; and

= further criteria which the President is required to take into account in designating
beneficiary countries or dependent territories for purposes of receiving the enhanced
trade preferences of the CBTPA.

CBERA “Mandatory” Criteria

Communist Country: A country or dependent territory cannot be designated as a CBERA
beneficiary country “if such country is a Communist country.” No Communist country
requested designation, and none of the current CBI countries is a Communist country.

Nationalization/Expropriation: The CBERA stipulates that countries that have expropriated or
nationalized property of U.S. citizens are ineligible for CBI benefits, unless the President
determines that the country is taking steps to resolve the citizen’s claim. Questions about
expropriation have arisen in this context, and the United States is currently exploring this issue,
as reflected in the country reports that follow.

Arbitral Awards: If a country or dependent territory fails to act in good faith in recognizing as
binding or enforcing arbitral awards in favor of U.S. citizens or corporations owned by U.S.
citizens, such country or dependent territory cannot be designated as a CBERA beneficiary.
Questions about recognizing and enforcing arbitral awards have arisen in this context, and the
United States is currently exploring this issue, as reflected in the country reports that follow.

Reverse Preferences: If a country affords preferential treatment to the products of a developed

country other than the United States, that has or is likely to have a significant adverse effect on
U.S. commerce, it is ineligible for designation as a CBERA beneficiary.
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On December 16, 2007, the European Commission initialed an Economic Partnership Agreement
(EPA) with Antigua and Barbuda, The Bahamas, Barbados, Belize, Dominica, the Dominican
Republic, Grenada, Guyana, Haiti, Jamaica, Saint Lucia, Saint Vincent and the Grenadines, Saint
Kitts and Nevis, Suriname, and Trinidad and Tobago (the CARIFORUM countries). The EPA
was signed on October 15, 2008, with Guyana signing on October 20, 2008. Haiti did not sign at
that point but rather pledged to work with the EU and other Caribbean partners to ensure that the
conditions for Haiti to join the EPA are in place soon.

In 2008, total U.S. trade (exports plus imports) with CBERA countries was 1.3 percent of total
U.S. trade with the world. CBERA countries accounted for 2.0 percent of total U.S. exports and
0.9 percent of total U.S. imports in 2008. Although the CBERA countries account for a
relatively small share of U.S. exports, the Administration will continue to monitor trade flows
and evaluate the effects of the EPA on U.S. commerce.

Intellectual Property/Broadcast Copyright Violations: The CBERA excludes from designation
countries in which government-owned entities have engaged in the unauthorized broadcast of
copyrighted material (such as films and television programs) belonging to U.S. copyright
owners. The President is also authorized to give discretionary weight, in designating CBI
beneficiaries, to the extent to which a country provides adequate and effective legal means for
foreign nationals to secure, exercise, and enforce intellectual property rights and the extent to
which a country prohibits its nationals from broadcasting U.S. copyrighted materials without
permission. At the time the CBERA was enacted in 1983, the problem of copyright violations by
broadcasters in CBI countries was a chief concern of the U.S. private sector and government. In
the intervening years, particularly with the entry into force of the WTO Agreement on Trade-
Related Aspects of Intellectual Property Rights (TRIPS), U.S. objectives with respect to
intellectual property protection have broadened. This is reflected in the new intellectual
property-related criteria encompassed in the CBTPA (see below). However, unauthorized
broadcasting of U.S.-owned copyrighted material remains an issue that is being addressed with a
number of CBTPA beneficiary countries.

Extradition: The CBERA requires that a country be a signatory to a treaty, convention, protocol,
or other agreement regarding the extradition of U.S. citizens.

Worker Rights: The CBERA excludes from designation any country which “has not or is not
taking steps to afford internationally recognized worker rights...to workers in the country.” The
President is also authorized to give discretionary weight, in designating CBI beneficiaries, to the
question of whether or not a country has taken or is taking steps to afford workers internationally
recognized worker rights. These factors were modified and broadened in the context of country
designation criteria under the CBTPA (see below).

CBERA “Discretionary” Factors
Desire to Be Designated: Twenty-eight countries and dependent territories are potentially
eligible to receive benefits under the CBERA (and, by extension, the CBTPA). However, the

CBERA requires that the President, in designating beneficiary countries, take into account an
expression of a country’s desire to be so designated.
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Economic Conditions: As part of the initial designation of CBERA beneficiaries, the President
is authorized to consider economic conditions and living standards in potential CBI countries.
Nearly twenty years since the enactment of CBERA, the United States maintains a strong interest
in conditions of economic development in the Caribbean and Central American countries. The
country reports contained in this chapter briefly review current conditions in CBI beneficiary
countries.

Market Access/WTO Rules: The CBERA authorizes the President to consider the extent to
which a country has assured the United States that it will provide equitable and reasonable access
to the markets and basic commodity resources of the country and the degree to which the country
follows the international trade rules of the World Trade Organization (WTO). The eligibility
criteria of the CBTPA elaborate on these factors, with a focus on implementation of WTO
commitments and participation in negotiations to create a Free Trade Area of the Americas.
These factors are examined in the country reports which follow.

Use of Export Subsidies: CBERA requires consideration of “the degree to which a [beneficiary
country] uses export subsidies or imposes export performance requirements or local content
requirements which distort international trade.”

Contribution to Regional Revitalization: CBERA’s discretionary factors include consideration
of the degree to which the trade policies of an individual CBI country contribute to the
revitalization of the region as a whole. Countries in the Caribbean Basin have continued, for the
most part, to implement policies that have advanced regional economic development and growth.
With few exceptions, countries have continued to reform their economies and liberalize trade and
investment regimes.

Self-Help Measures: This criterion seeks assurances that countries in the region are taking steps
to advance their own economic development. With varying degrees of success, all current CBI
countries appear to be pursuing policies intended to improve the economic prospects of their
citizens.

Cooperation in Administration of the CBERA: CBERA beneficiaries have continued to
cooperate in the administration of CBI preferences when requested by the U.S. government.

CBTPA Eligibility Criteria

In considering the eligibility of the 24 CBI countries and dependent territories that have
expressed an interest in receiving the enhanced preferences of the CBTPA, the President is
required to take into account the existing eligibility criteria of the CBERA, as well as several
additional or revised criteria elaborated in the CBTPA. These additional criteria are:

= whether the beneficiary country has demonstrated a commitment to undertake its

obligations to the WTO on or ahead of schedule and participate in the negotiations
toward the completion of the FTAA or another free trade agreement;
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= the extent to which the country provides protection of intellectual property rights
consistent with or greater than the protection afforded under the TRIPS Agreement;

= the extent to which the country provides internationally recognized worker rights,
including:

. the right of association;

. the right to organize and bargain collectively;

« aprohibition on the use of any form of forced or compulsory labor;

« aminimum age for the employment of children; and

. acceptable conditions of work with respect to minimum wages, hours of work,
and occupational safety and health;

= whether the country has implemented its commitments to eliminate the worst forms of
child labor;

= the extent to which the country has met U.S. counternarcotics certification criteria under
the Foreign Assistance Act of 1961;?

= the extent to which the country has taken steps to become a party to and implement the
Inter-American Convention Against Corruption (IACAC); and

= the extent to which the country applies transparent, nondiscriminatory and competitive
procedures in government procurement and contributes to efforts in international fora to
develop and implement rules on transparency in government procurement.

2 The Narcotics Certification Process was modified as a result of the Foreign Relations Authorization Act, FY 2003
(FRAA), signed into law on September 30, 2002. As a result, the President has the option of submitting a
consolidated report identifying all major illicit drug producing and drug-transit countries and designating those
countries that have failed to comply with specified criteria. The President also retains the option to use the previous
system involving an affirmative certification of cooperation.
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Country Reports: Compliance with Eligibility Criteria

The country reports contained in this section focus particular attention on current performance of
CBI beneficiary countries with respect to the eligibility criteria reflected in the CBTPA, as the
most recent expression of U.S. policy objectives linked to the extension of CBI benefits. The
pre-existing eligibility criteria of the CBERA are also reflected in the country reports, where
relevant. Population figures are drawn from The World Factbook (Central Intelligence Agency,
2007) (“CIA World Factbook™). GDP per capita is GDP on a purchasing power parity basis
divided by population as of July 1 of the reported year. The per capita GDP figures refer to the
most recent data available in the CIA World Factbook. Trade data are cited in U.S. dollars
(customs basis) and are compiled from official statistics of the U.S. Department of Commerce.

Aruba U.S.-Aruba Trade
Population: 103,065 ., 4000
Per Capita GDP: $25,231 (2007 est.) 6 3000 — ]

E fggg AU 5. Exports
Department of Commerce 2008 = = = = 0U S, Imparts
Trade Statistics 1 000 J: Orade Belancs
U.S. Exports $680,359,476 -2,000 | | |
U.S. Imports $3,179,303,327 -3,000
U.S. Trade Balance  -$2,498,943,744 2008 2007 2008

Economic Review: Through the 1990s and into the 21st century, Aruba posted growth rates
around five percent. However, in 2001, a decrease in demand and the terrorist attack on the
United States led to the first economic contraction in 15 years. Deficit spending has been a staple
in Aruba’s history, and modestly high inflation has been present as well, although recent efforts
at tightening monetary policy may correct this. Oil processing has been the dominant industry in
Aruba, while tourism and offshore banking are also important. The rapid growth of the tourism
sector over the last decade has resulted in a substantial expansion of other activities. Over 1.5
million tourists per year visit Aruba, with 68 percent (in 2007) of those visiting from the United
States. The sizes of the agriculture and manufacturing industries remain minimal.

Commitment to undertake WTO obligations and participate in negotiations toward the FTAA or
another FTA: Aruba is an autonomous member of the Kingdom of the Netherlands. While
external affairs are handled by the Kingdom, Aruba handles its own trade and economic affairs
and is a member of the WTO through the Kingdom of the Netherlands. The Kingdom’s
membership in the WTO enables Aruba to participate in WTO deliberations, but not to exercise
independent voting rights.

Provision of Internationally Recognized Worker Rights: According to a report from the IMF,
unemployment in Aruba in February 2008 was approximately 3.8 percent (latest statistics
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available). Labor unions are strong in most sectors of the economy. Laws protecting children
and workers’ rights are actively enforced.

Protection of Intellectual Property: The law governing intellectual property in Aruba is based on
Dutch law, but is not as far-reaching as that in the Netherlands. Trademarks, patents and
copyrights are currently provided for under the law of Aruba. The work of registering all
intellectual property rights in Aruba is carried out by the Bureau of Intellectual Property, and
legislation providing for additional intellectual property rights is under development. Aruba
does not, however, extend legal protection to design, and video and music piracy does occur.
Moreover, the government does not rigorously enforce its copyright laws, leaving it necessary
for affected parties to bring suit against offenders.

Counternarcotics Cooperation: The President has not identified Aruba as a major drug transit or
major illicit drug producing country under the provisions of the FRAA. In addition, both Aruban
police and Dutch police (who have concurrent jurisdiction with Aruban police on issues such as
corruption and counternarcotics) work closely with U.S. law enforcement in the region. The
joint Coast Guard of the Netherlands Antilles and Aruba (CGNAA) is also an important partner
in the regional counternarcotics effort. Aruba is an important link in the transshipment of heroin,
and to a lesser extent cocaine, from South America to the United States and Europe. Drugs
move north via cruise ships and the multiple daily flights to the United States and Europe. The
island attracts drug traffickers with its good infrastructure, excellent flight connections, and
relatively light sentences for drug-related crimes served in prisons with relatively good living
conditions. Aruba is a signatory to the Mutual Legal Assistance Treaty and, as such, routinely
assists U.S. authorities with fugitive extraditions and sharing of judicial evidence.

Implementation of the Inter-American Convention Against Corruption: As it is not a sovereign
state Aruba is not a member of the OAS. Aruba is an active member of the Caribbean Financial
Action Task Force and is in the process of changing its legislation and policies to combat money
laundering practices and terrorism financing.

The Bahamas U.S.-The Bahamas Trade
Population: 309,156 o S0
Per Capita GDP: $29,600 (2008 est.) a 20

g 2,000 A B .S Exports
Department of Commerce 2008 = 1500 1 0US. Imports
Trade StatiStiCS 1,000 A OTrade Balance
U.S. Exports $2,760,446,641 2001
U.S. Imports $ 603,934,680 0 oo . o
U.S. Trade Balance  $2,156,512,000

Economic Review: The Bahamas is an import and services-based economy. Tourism, financial
services and construction collectively contribute 70 percent of the country’s GDP. With the
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significant decrease in tourism in-flows the economy contracted by 1.7 percent in 2008. The
Bahamas imports nearly all of its food and manufactured goods, most of which originate in the
United States. The trade benefits of the CBI have substantially assisted with the export of
crawfish, plastic products, salt, fruits and vegetables.

Commitment to undertake WTO obligations and participate in negotiations toward the FTAA or
another FTA: The Bahamas has made some progress in the WTO accession process since the
Working Party was established in 2001. In April 2009, the Memorandum on the Foreign Trade
Regime (MFTR) was circulated, and WTO members were asked to review it and submit
questions and comments on The Bahamas trade regime. The Minister of State for Finance
expects that the process will be completed in approximately three years.

Protection of Intellectual Property: Prior to October 2009, The Bahamas maintained a
compulsory licensing system for television broadcasting that allowed Bahamian cable operators
to retransmit any copyrighted television programming, including for-pay programming, whether
or not transmitted from The Bahamas or outside of The Bahamas and whether or not encrypted.
That system provided the legal basis for Cable Bahamas to extract and distribute encrypted
copyrighted content from the U.S. satellite providers without having entered into agreements
with the content providers. In September 2009, following consultations with U.S. officials and
industry representatives, The Bahamas implemented a 2004 amendment to the Copyright Act.
The Bahamas had not previously allowed the 2004 amendment to enter into force. This
amendment narrowed the scope of the compulsory licensing regime for the reception and
transmission of copyright works broadcast free over the air. The amendment took effect on
October 1, 2009. The United States will continue to monitor the implementation of the
amendment.

The Bahamas’ legal framework does provide for the protection of intellectual property rights
(IPR). However, enforcement is lax and anecdotal evidence suggests that the police are
complicit in the buying and selling of pirated movies, songs and fabricated high-end purses to
residents and tourists. The Bahamian government has taken some steps to strengthen IPR
protection as part of its WTO accession process and in response to requests from the United
States. The Bahamas has also participated in several IPR protection and enforcement training
programs and exercises with U.S. Department of Justice and UK officials.

Provision of Internationally Recognized Workers Rights: The Bahamas’ Constitution protects
the right of workers to organize and join unions and this right is widely exercised. However,
members of the police force, defense force, firemen and prison guards may not join or organize a
union. About one-quarter of the workforce is unionized while 80 percent of the workforce in the
hotel industry is unionized. The Bahamian Constitution and the Industrial Relations Act requires
employers to recognize trade unions and prohibits discrimination or reprisals against workers for
engaging in union activities. While employers may dismiss workers in accordance with
applicable contracts with severance pay, it is rarely practiced. The government enforces labor
laws and regulation uniformly throughout the country, though there have been reports of union
suppression and union busting.
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Employees are compensated for work-related injuries by the national insurance program.
According to the Fair Labor Standards Act, victims of industrial accidents are entitled to keep
their job in a suitable alternative capacity if they are able to work. Conversely, workers have no
legal right to remove themselves from hazardous work situations without penalty. Labor laws
stipulate that children under the age of 14 may not engage in industrial work and only those over
16 are allowed to work at night. There are no other requirements, and some children work part
time in light industry and service jobs. The Bahamian Constitution protects against any form of
forced labor.

The 2001 Minimum Wage Act decreased the work-week from 48 to 40 hours and requires a 24
hour rest period. Additional hours are compensated at time and a half. The minimum wage rate
is $4.45 per hour for government employees and $4.00 per hour for workers in the private sector.
According to the 2008 State Department Human Rights report, the minimum wage did not
provide a decent standard of living for a worker and family.

Commitments to Eliminate the Worst Forms of Child Labor: The Bahamas ratified ILO
Convention 182, addressing the worst forms of child labor, on June 14, 2001. However, the
Optional Protocol to the Convention on the Sale of Children, Child Prostitution and Child
Pornography has not been ratified. Though a high level of child labor continues to be a concern,
The Bahamas’ National Child Protection Council has an action plan and has developed a national
protocol with regard to the public policies related to the commercial sexual exploitation of
children.

Currently, the laws of The Bahamas allow for minors to be employed. According to labor
provisions governing children, a child should not work while school is in session and children
under the age of 16 may not work at night. However, only children between the ages of 14 and
17 are allowed to work up to three hours per day on school days and not more than 24 hours per
week during the academic year. When school is not in session, children are not allowed to work
more than eight hours per day and 40 hours per week.

The Ministry of Maritime Affairs and Labor has a program in place to investigate and address
complaints relating to allegations of abuse of child labor. Additionally, labor officers are
periodically sent to food stores and various places to ensure that there are no abuses of children
or violations of the regulations governing their employment.

A number of civic organizations and churches have programs in place to provide meaningful
activities to protect children from abusive labor situations. However, these programs are
somewhat limited. Some Bahamian children become victims of child labor, particularly among
the undocumented migrant communities in The Bahamas.

Counternarcotics Cooperation: The President has identified The Bahamas as a major drug-
transit country in accordance with the FRAA. The Bahamas is a major transit point for cocaine
from South America and marijuana from Jamaica bound for both the U.S. and Europe. The
Bahamas cooperates closely with the United States, including participating in Operation
Bahamas, Turks and Caicos Island (OPBAT), to stop the flow of illegal drugs through its

22



territory. The government also targets Bahamian drug trafficking organizations, in order to
reduce the local demand. The Bahamas is a party to the 1988 United Nations Drug Convention.

In 2008, the Drug Enforcement Unit (DEU) of the Royal Bahamian Defense Force (RBPF)
cooperated closely with U.S. and foreign law enforcement agencies on drug investigations.
Including OPBAT seizures, Bahamian authorities seized 1,878 kilograms of cocaine and
approximately 12 metric tons of marijuana. The DEU arrested 1,030 persons on drug-related
offenses and seized $3.9 million in cash.

Implementation of the Inter-American Convention Against Corruption: The Bahamas is a party
to the IACAC. Bribery of government officials is a criminal act, and credible reports of major
corruption in The Bahamas are rare, although allegations of improper conduct on the part of
government officials surface from time to time.

Transparency in Government Procurement: Other than occasional anecdotal evidence to the
contrary, the government appears to apply transparent, nondiscriminatory and competitive
government procurement procedures.

Additional Issues

Extradition: The Government of the Bahamas has ratified the 1987 Treaty on Mutual Legal
Assistance in Criminal Matters and the 1990 Extradition Treaty with the United States. The
Bahamas and the United States cooperate closely on extradition matters.

Barbados U.S.-Barbados Trade
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Economic Review: After growing by only 0.2 percent in 2008, real GDP of Barbados is
estimated to have declined by three percent in the first half of 2009. The global economic
downturn has negatively affected the tourist industry. Through the first eight months of 2009,
stay-over tourist arrivals in Barbados fell by 8.5 percent, tourism receipts dropped by more than
11 percent, and construction declined by 4.5 percent, affected by cancelled or delayed tourism-
related projects. The unemployment rate rose from 7.9 percent in the first quarter of 2008 to 10.1
percent in the first quarter of 2009, its highest level since 2003. A recovery in tourism will likely
have to wait for employment growth to resume in advanced countries. Accordingly, economic
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output is expected to contract by three percent in 2009 and to remain virtually flat in 2010, while
the unemployment rate is likely to increase further.

Commitment to undertake WTO obligations and participate in negotiations toward the FTAA or
another FTA: Barbados, as is the case with many other Caribbean countries, has its tariffs bound
at high levels. In WTO negotiations, Barbados is a vocal advocate of special and differential
treatment for small-island developing states.

Protection of Intellectual Property: Barbados’ IPR-related legislation was amended in 2006 to
make it more compatible with the provisions of the TRIPS Agreement. Enforcement, however,
is problematic. There is anecdotal evidence that Barbadian shops openly sell and rent pirated
CDs, videos, and DVDs.

Provision of Internationally Recognized Worker Rights: Barbados has ratified all eight of the
ILO core labor conventions. These eight are Conventions 87 and 98 on freedom of association
and collective bargaining, Conventions 29 and 105 on the elimination of forced and compulsory
labor, Conventions 138 and 182 on the abolition of child labor, and Conventions 100 and 111 on
the elimination of discrimination in respect of employment and occupation.

In Barbados, labor inspectors are employed to enforce the law. Only two categories of workers
have a formally regulated minimum wage - household domestics and shop assistants. The
standard legal workweek is 40 hours in five days, and the law requires overtime pay for hours
worked in excess. Employers must provide a minimum of three weeks’ annual leave. The Labor
Ministry enforces health and safety standards and follows up to ensure that management corrects
problems cited. Workers freely exercised their right to form and belong to trade unions and to
strike. Of a work force of 144,800 persons, approximately 30 percent belong to trade unions.
Trade union monitors identify safety problems to government factory inspectors to ensure the
enforcement of safety and health regulations and effective correction by management.

Commitments to Eliminate the Worst Forms of Child Labor: The Constitution prohibits forced
labor. Procurement of any person for prostitution is illegal and punishable by up to 15 years
imprisonment.

The Miscellaneous Provisions of the Employment Act set the minimum age for employment in
Barbados at 16 years, and children are not permitted to work during school hours. The
Employment Act stipulates that young people ages 16 to 18 cannot perform work during the
night if it is likely to harm their health, safety, or morals. Vocational training and
apprenticeships are the only permissible types of work that young people can engage in during
the night. In addition, the Ministry of Labor must authorize apprenticeships and vocational
training. A child or young person undertaking an apprenticeship must have a certificate from a
medical professional certifying that the apprentice or trainee is fit to meet the requirements of the
job. The Employment Act further prohibits children or young people from working in industrial
activities or on ships, except when children’s employment is in a family business or authorized
by the Ministry of Education. The Police Force and the Department of Labor have jurisdiction
over the monitoring and enforcement of child labor legislation, and labor inspectors conduct spot
checks of businesses and check records to verify compliance with the law. The Government of
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Barbados launched a child labor media campaign in June 2008. The campaign involves print,
radio, and television ads to inform the public about child labor and its worst forms.

Counternarcotics Cooperation: The President has not identified Barbados as a major drug
transit or major illicit drug producing country under the provision of the FRAA.

Barbados has developed a robust coast guard presence with the recent purchase of three new
Damnen patrol boats. Barbados is a transit country for cocaine and marijuana, and the
strengthened coast guard is designed to stem the flow of narcotics transiting Barbados. Notable
trends in 2008 included an increase in the number of drug couriers swallowing cannabis, the
continued use of go-fast boats from neighboring islands of St. Vincent and St. Lucia, and the use
of in-transit passengers to transport drugs.

Implementation of the Inter-American Convention Against Corruption: Barbados signed the
IACAC in April 2001 but has not yet ratified it.

Transparency in Government Procurement: The government, through the Ministry of Finance’s
Special Tenders Committee, follows competitive bidding standards for most contracts and
acquisitions.

On March 30, 2009, the Inter-American Development Bank granted a $5 million loan to
Barbados to modernize the Barbados National Procurement System. The project will be
managed by the Ministry of Finance, and includes four components: (i) strengthening the public
procurement legal framework to support the preparation of a public procurement policy; (ii)
improving procurement operations, including the establishment of the Procurement Policy Unit,
a normative, regulatory body; (iii) strengthening institutional capacity by implementing a career
stream in public procurement and establishing a training program for entities involved in public
procurement; and (iv) modernizing and updating procurement technological infrastructure,
focusing on the establishment of an electronic tendering system to disseminate procurement
opportunities and the results of tenders and procurement processes.
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Economic Review: Belize’s 2009 economic growth rate is expected to fall to 1.8 percent in light
of projected contractions in distributive trade, tourism, construction, and citrus production.

The economy contracted by 2.2 percent in the first quarter of 2009, compared with the same
period of 2008. The effects of the global financial crisis can be seen in the aftershocks on the
real sector. Significant declines were seen in the wholesale and retail sectors with decreased
trade and merchandise imports, and decreases in the agricultural sectors due to a decline in
banana production. According to the Statistical Institute of Belize, earnings from oil exports are
down 60% - from $128 million last year to $52 million this year. Additionally, the global
recession has depressed tourism, with a fall in both numbers of overnight tourist stays and cruise-
ship arrivals, as well as in remittances from abroad.

A comprehensive debt restructuring in early 2007 has resulted in increased debt-servicing
obligations. Today the country is still faced with deteriorating fiscal and current account deficits
and a high public debt burden accounting for 80 percent of GDP. Public finances remain under
pressure.

Commitment to undertake WTO obligations and participate in negotiations toward the FTAA or
another FTA: Although Belize has been a WTO member since January 1, 1995, the country
rarely participates in WTO deliberations. This is primarily due to the fact that Belize remains
one of the few Caribbean countries with non-resident diplomatic representation to the WTO,
through its mission in Belgium. Belize also faces difficulties in implementing WTO agreements
due to limited staff in the government’s trade directorate.

Protection of Intellectual Property: In 2007, USTR lowered Belize from the Special 301
Priority Watch List to the Watch List, then removed Belize from the Watch List in 2008.
Enforcement of IPR laws remains a problem. Music and video stores in Belize offer pirated
CDs, DVDs, and tapes for sale or rent. Local television stations and cable companies also pirate
American television networks and cable channels with impunity. Local importers, particularly
those operating in the Corozal Commercial Free Trade Zone in northern Belize, continue to
import counterfeit merchandise that infringe on U.S. trademarks.

Belize has enacted laws that provide for the protection of intellectual property rights, including
the Trademarks Act, the Copyright Act, the Industrial Designs Act, the Patents Act, the
Protection of Layout-Designs (Topographies) of Integrated Circuits Act, and the Protection of
New Plant Varieties Act.

The Belize Intellectual Property Office (BELIPO) is the regulatory agency which administers
Belize’s intellectual property legislation. This office is mandated, among other things, to process
IPR-related applications and registrations, to undertake educational campaigns that target the
general public as well as government agencies, and to provide specialized legal advice to
government authorities.

Provision of Internationally Recognized Worker Rights: Belize has ratified all eight of the ILO

core labor conventions. These eight are Conventions 87 and 98 on freedom of association and
collective bargaining, Conventions 29 and 105 on the elimination of forced and compulsory
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labor, Conventions 138 and 182 on the abolition of child labor, and Conventions 100 and 111 on
the elimination of discrimination in respect of employment and occupation.

The Constitution of Belize prohibits slavery, and provides that no person shall be required to
perform forced labor. The Labor Act of Belize likewise states that “no person shall impose or
permit the imposition of forced or compulsory labor as a (a) means of political coercion or as a
punishment for holding or expressing political views or views ideologically opposed to the
established political, social or economic system; (b) method of mobilizing and using labor for
purposes of economic developments; (c) means of labor discipline; (d) punishment for having
participated in strikes; and (e) means of racial, social, national or religious discrimination.”

The Constitution of Belize provides for freedom of assembly and association. By law, workers
are free to establish and join trade unions, and to elect officers from their membership. The
Trade Union and Employee’s Organizations Act of 2000 establishes procedures for the
registration and status of trade unions and employers’ organizations, for the recognition of trade
unions, and for collective bargaining. The law prohibits anti-union discrimination, but does not
provide for reinstatement in the case of dismissal for union activities. Some employers have
been known to block union organization by terminating the employment of key union
sympathizers, usually on grounds purportedly unrelated to union activities. In July 2009, the
Supreme Court of Belize issued a judgment in a labor-related case, which found that six workers
from the banana industry were illegally terminated in 2001 because they were leading a
recruitment drive for the Christian Workers Union. The court also found the defendant guilty of
union busting. As the workers did not wish to be reinstated, they were each awarded 70,000
Belizean dollars (approximately $35,000), an unprecedented amount in Belize.

While trade unions generally have the right to strike, this right is limited for public and private
sector employees who work in areas which are designated as “essential services.” The
Settlement of Disputes in Essential Services Act empowers the authorities to refer a dispute to
compulsory arbitration in order to prohibit or terminate a strike. Such services are broadly
defined, extending to postal, monetary, financial, and transport services (civil aviation), and even
services in which petroleum products are sold. Under the current Act, lock-outs and strikes are
prohibited by those providing defined essential services, unless a 21-day time period has lapsed
since reporting the trade disputes to the Minister of Labor. Additionally, the lock-out or strike
may not occur if the trade dispute has already been referred to an Essential Services Arbitration
Tribunal.

In August 2009, the Government of Belize proposed to amend the Settlement of Disputes in
Essential Services Act to ban industrial action by essential service employees, unless certain
procedures have been followed. The proposed amendment has been resisted by the trade unions
in Belize, which consider the measure a violation of the right to freedom of association, and a
limitation on the few means of grievance recourse available to essential services employees. The
National Trade Union Congress of Belize, which represents the nine largest unions in Belize, has
succeeded in delaying the passage of the proposed amendment, in the hopes of seeking external
advice on whether the proposed amendment is consistent with Belizean law and international
obligations.
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Belizean law provides for collective bargaining, but under the Trade Unions’ and Employers’
Organizations Registration, Recognition and Status Act of 2000, a trade union can only be
certified as a bargaining agent if it is supported by at least 51 percent of the employees
comprising the bargaining unit. The Labor Commissioner or his representative acts as a
mediator in deadlocked collective bargaining negotiations between labor and management,
offering nonbinding counsel to both sides. Historically the Commissioner’s guidance has been
accepted voluntarily. However, should either union or management choose not to accept the
Commissioner’s decision, both are entitled to a legal hearing of the case, provided that it is
linked to some provision of civil or criminal law.

Minimum wages are prescribed for three categories of workers: manual workers, shop
assistants, and domestic workers. The Labor Act of Belize also states that no worker shall be
obliged to work more than six days in any week or for more than nine hours of actual work in
any day, for 45 hours of actual work in any week. The labor law of Belize also states that it is
the duty of the employer to take reasonable care for the safety of his employees in the course of
their employment. Belize labor law further states that every employer who provides or arranges
accommodation for workers to reside at or in the vicinity of a place of employment shall provide
and maintain sufficient and hygienic housing accommodations, a sufficient supply of wholesome
water, and sufficient and proper sanitary arrangements.

Commitments to Eliminate the Worst Forms of Child Labor: According to a 2003 study by the
ILO, half of the boys who work do so in hazardous forms of labor. Children work in hazardous
agriculture, particularly in the production of bananas, sugar cane and citrus. Children also work
in wholesale and retail trade, repair, tourism, providing diverse services, and to a lesser extent, in
construction and manufacturing. Girls engage in prostitution with older men in exchange for
clothing, jewelry, food, school fees, and books.

According to the Department of Labor’s 2008 Findings on the Worst Forms of Child Labor,
Belize is reported to be a source, transit, and destination country for the trafficking of children.
Trafficking of girls within Belize and to and from other countries occurs for both sexual
exploitation and for work as domestic servants. Various pieces of national legislation have
similarly been enacted which relate to the issues of labor and more specifically to child labor.
These include the Labor Act of 2000, the Families and Children Act of 2000. In 2005, Belize
began participating in a U.S. Department of Labor-funded regional project implemented by ILO-
IPEC to combat the commercial sexual exploitation of children, with a new action program to
withdraw or prevent children from commercial sexual exploitation begun in 2007. The ILO-
IPEC participation in the program concluded earlier this year, though the government of Belize
is using its own resources to extend the program.

Belize’s National Plan of Action for Children and Adolescents distinguishes between children
engaged in work that is beneficial to their development and those engaged in the worst forms of
child labor. The Plan identifies children involved in the worst forms of child labor as those
engaged in hazardous work, in trafficking and child slavery, in commercial sexual activities, and
in illicit activities. While the Families and Children Act defines a child as a person less than 18
years of age, the Labor Act of Belize is inconsistent in how it defines the minimum age of
employment. In some sections it is listed as 12 years of age, while in others it appears to be 14.
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In one section, the Act provides that “no child shall be employed so long as he is under the age
of twelve years,” while another provides that persons who have attained the age of 14 years, but
are under the age of 18 years, may only be employed in an occupation that a labor officer has
determined is, “not injurious to the moral or physical development of non-adults,” typically light
work that is not harmful to life, health, or education. In addition, children under the age of 16
are excluded from work in factories. One of the strategic objectives of the National Plan of
Action for Children and Adolescents is to “standardize the definition of “child’ in all legislation,”
and to amend the “Labor Act to define “child’ as a person under eighteen.” The Plan also seeks
to promote legislation which expressly prohibits the worst forms of child labor and gives greater
enforcement powers to labor officers and inspectors.

The Belizean Department of Labor has primary responsibility for implementing labor policies
and enforcing labor laws, but has limited resources to investigate complaints. The Police
Department is responsible for investigating the criminal aspect of the violation. Inspectors from
the Departments of Labor and Education are responsible for enforcing these regulations, but
there were no updated reports on whether child labor laws were well enforced. Additionally,
labor inspectors are challenged by a lacuna in national legislation which fails to address a
situation where labor is contracted between a parent and the employer. The Department of Labor
is currently undertaking a project to review, and thereafter enact, labor laws which are consistent
with model laws in the region. Under the National Plan of Action for Children and Adolescents,
the Labor Department is primarily a stakeholder agency with oversight for child labor. There is
also a Child Labor Sub-Committee, under the National Committee for Families and Children,
with plans to extend focus through the formation of a National Child Labor Committee.

Counternarcotics Cooperation: Belize’s shared borders with Guatemala and Mexico, miles of
unpopulated jungles, navigable inland waterways, and unprotected coastline with hundreds of
small cayes and atolls make it vulnerable to transshipment of illicit drugs between Colombia and
Mexico and the United States. The President has not identified Belize as a major drug transit or
major illicit drug producing country under the provision of the FRAA. However, the trafficking
of narcotics and weapons continues to increase in Belize, as regional gangs expand and other
Central American countries, and Mexico, crack down on traffickers. Belize, along with other
Central American countries, began receiving funding from the Merida Initiative in FY2008.
Through this funding, the Belize will receive additional training and equipment, including two
Enduring Friendship Go-Fast boats, which were donated to the Special Boat Unit of the Belize
Defense Force in September 2009. The introduction of these boats will assist with the
interdiction of vessels involved in drug smuggling off the coast of Belize.

Implementation of the Inter-American Convention Against Corruption: Belize signed the
IACAC in June 2001 and deposited its instrument of ratification in September 2002.

The Prevention of Corruption in Public Life Act of 1994 was repealed and replaced by the
Prevention of Corruption Act of 2007. Like its predecessor, the 2007 Act