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EXECUTIVE SUMMARY

The trade preferences known collectively as the Caribbean Basin Initiative (CBI) continue to
generate important benefits for countriesin the Caribbean and Centrd America, aswell asfor
the United States economy. Expansion of CBI benefits through enactment of the Caribbean
Basin Trade Partnership Act (CBTPA) in 2000 represented an important affirmation of the
United States' ongoing commitment to economic development in the Caribbean Basin, by
providing an open U.S. market for CBI goods.

In conjunction with economic reform and trade liberdization by beneficiary countries, the trade
benefits of the Caribbean Basin Economic Recovery Act (CBERA) and the CBTPA have
helped countries in the region diversfy exports and support income growth. At the inception of
the CBI in 1984, traditiona and primary products such as coffee, bananas, and minerd fuels
accounted for asolid mgority of U.S. imports from the region. 1n 2000, manufactured
products such as gpparel and eectrica and non-electrical machinery amounted to over haf of
CBI exports to the United States.

The total value of CBI exports to the United States in 2000, at $22.2 billion, was 2.5 times
greater than in 1984. The CBI’s share of total U.S. imports was 1.8 percent in 2000, down
dightly from the 1.9 percent share seen in each of the three preceding years.

U.S. exporters have dso benefitted from the generd trade expansion fostered by the CBI
programs. Totd U.S. exportsto the CBI region, totaling $20.7 billion in 2000, made the CBI
the 9" largest market for U.S. exports, ahead of countries such as France, Singapore, and the
Netherlands. Following adight drop in 1999, U.S. exports to the CBI expanded by 8.9
percent in 2000. The region absorbs gpproximately 3 percent of global U.S. exports.

The overdl impact of the CBI programs on the region’ s trade patterns is undergoing a
trangtion. On the one hand, the relative share of CBI exports that benefit from CBERA
preferences has continued to decline in recent years, to 11.9 percent in 2000, compared to
nearly 19 percent in 1998. On the other hand, early trends indicate that a significant amount of
exports of gpparel — the region’s number one export to the United States, and previoudy
excluded from CBI preferences— will benefit from the newly enhanced duty-free provisons of
the CBTPA. Inthefirgt 8 months of 2001, imports of $3.5 billion were entered under the new
CBTPA provisions, representing 24.4 percent of total U.S. imports from the CBI region.

It gppears that much of the use of the new CBTPA provisonsis accounted for by a shift of
eligible, but previoudy excluded, appard into the new trade preference categories. The overdl
volume of U.S. apparel imports from the CBI region declined dightly during the first 8 months
of 2001, with the value of imports essentidly flat compared to ayear earlier.



While the CBTPA provisons are clearly being extensvely used by CBI exportersand U.S.
importers, implementation of the CBTPA has been characterized by unforeseen challenges,
particularly with respect to the gpplication of certain statutory provisonsin the technical rules
governing imports under the new preferences. The Administration will continue to work with
Congress, the private sector, CBI beneficiary countries, and other interested partiesto ensure a
faithful and effective implementation of thisimportant expansion of trade benefits.

The digibility criteriareflected in the CBI satutes, including the revised factors outlined in the
CBTPA, have continued to provide opportunities to advance important U.S. policy objectives.
In mid-2000, the Administration conducted an extensive review of each of the 24 CBI
beneficiary countries, in connection with the process of congdering their designation as
beneficiaries under the CBTPA. Direct engagement with CBI country governments during that
review helped bring about improvements, in some cases substantia, related to CBTPA criteria,
including protection of internationaly recognized worker rights, protection of intellectua
property, and participation in the World Trade Organization and Free Trade Area of the
Americas.

In generd, CBI beneficiary countries continue to advance in their performance under the
eigibility criteria established in the CBERA and CBTPA datutes. 1n mid-2001, the
Adminigtration conducted a specid review of labor practicesin Guatemda. That review was
suspended in May 2001, following passage by the Guatemaan Government of important labor
law reforms and other positive measures. The U.S. held consultations on |abor matters with
officdsin El Sdvador, Honduras, and Nicaraguain July 2001, engaging those governmentsin
a productive exchange on current concerns.

U.S. engagement with the Caribbean Basin through the CBI offers an important opportunity to
foster the region’s active participation in the Free Trade Area of the Americas, and to prepare
CBI countries to benefit fully from free trade in the Western Hemisphere. As directed by the
CBTPA, the Adminidration is also exploring other ways to deepen trade policy diaogue with
countries in the Caribbean Basin.



Fourth Report to Congress on the Operation of
The Caribbean Basin Economic Recovery Act

INTRODUCTION

The trade programs known collectively as the Caribbean Basin Initiative (CBI) remain avitd dement in
the United States' economic relations with its neighbors in Centrd Americaand the Caribbean. The
CBI isintended to facilitate the economic development and export diversfication of the Caribbean
Basin economies. Initidly launched in 1983 through the Caribbean Basin Economic Recovery Act
(CBERA), and substantially expanded in 2000 through the U.S.-Caribbean Basin Trade Partnership
Act (CBTPA), the CBI currently provides 24 beneficiary countries with duty-free accessto the U.S.
market for most goods.

The CBI was initidly envisoned as a program to facilitate the economic development and export
divergfication of the Caribbean Basin economies. During the nearly two decades sinceitsinception,
however, it has become clear that the CBI represents important benefits for the United States, as well
as beneficiary countries. U.S. exports to the CBI region more than tripled between 1983 and 2000,
totaling $20.7 billion in 2000. Coallectively, the CBI countries rank ninth among U.S. market export
destinations, ahead of countries such as France, Singapore, and the Netherlands. Consistent U.S.

trade surpluses with the region from 1987 to 1998 reverted to deficits of $335.2 million and $1.4 billion
in 1999 and 2000, respectively.

CBI benefits are conditioned on compliance with a series of legidated digibility criteria These digibility
factors, and the performance of CBI beneficiary countriesin addressing them, are discussed in detall in
Chapter 3. The Adminigtration conducted an extensive review of al 24 CBI beneficiary countriesin
mid-2000, in connection with implementation of the CBTPA, which reflected arevised st of digibility
criteria as conditions for receiving enhanced trade benefits. This review process provided an important
opportunity to engage with CBI trading partners to advance the U.S. policy objectivesreflected as
digibility factors.

Enactment of the CBTPA in May 2000 represented a vitd reinforcement of the United States
commitment to vigorous economic engagement with its Caribbean Basin neighbors. This report,
coming just over one year after the CBTPA was implemented, provides an important opportunity to
evauate the initia impact of this latest expansion of CBI trade preferences. It is clear that the new
preference provisons, including the expanded benefits for gppard, are being actively utilized by
beneficiary countriesand U.S. indudtries. At the sametime, and as reflected in a number of public
comments submitted in connection with preparation of this report, it is goparent that implementation of
the CBTPA has been characterized by unforeseen challenges, particularly with respect to the
goplication of certain statutory provisonsin the technical rules governing imports under the new
preferences. The Administration will continue to work with Congress, the private sector, CBI



beneficiary countries, and other interested parties to ensure afaithful and effective implementation of this
important expangion 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 (CBERA) dlowsthe U.S. President to grant
unilaterd duty-free trestment on U.S. imports of certain digible articles from beneficiary countries. In
order to receive benefits, products must: &) be imported directly from a beneficiary country into the
U.S. cusoms territory; b) contain aminimum 35 percent local content of one or more beneficiary
countries; and ¢) be whally the growth, product or manufacture of a beneficiary country or be
subgtantialy transformed into anew or different article.

In 1990, the CBERA was amended to modestly increase market access to the United States, and was
made permanent.  These amendments expanded certain trade and tax benefits of the CBI, including: a
20 percent tariff reduction on certain leather products, phased in over five years beginning in 1992 but
limited to atota reduction of 2.5 percent ad valorem; duty-free trestment for products produced in
Puerto Rico and further processed and imported from CBI countries; and duty-free treatment of
imports from beneficiary countries for products made from 100 percent U.S. components, except for
textile and appard articles, and petroleum and certain products derived from petroleum.

In addition, as part of the ongoing efforts to make the program more effective through adminidrative
enhancements, the list of products eligible for CBERA duty-free trestment was expanded through two
proclamations intended to make the CBERA consstent with the Generdized System of Preferences
(GSP). Effective September 28, 1991 (Presidential Proclamation Number 6343), 94 tariff categories,
affecting 47 million dollarsin 1991 imports, were provided new or expanded duty-free trestment. A
second expansion became effective on July 17, 1992 (Presidentia Proclamation Number 6455).
Twenty-eight tariff categories were provided new or expanded status as CBI-dligible goods.

CBTPA Preferences
In May 2000, the United States enacted a further enhancement of the CBI through the U.S.-Caribbean
Basin Trade Partnership Act (CBTPA). The new legidation was implemented on October 2, 2000.

The CBTPA recognizes the importance of gppard as a component of CBI exports to the United
States, and expands the degree of preferential treatment applied to U.S. imports of appard madein the

4



Caribbean Basin region.

Under the CBTPA, unlimited duty- and quota-free treatment is provided for appard assembled in the
CBI from U.S. fabrics formed from U.S. yarns and cut in the United States. If the U.S. fabricsused in
the production of such appard are cut into partsin CBTPA countries rather than the United States, the
gpparel must aso be sewn together with U.S. thread. Duty- and quota-free treatment is al'so available
for certain knit gppard made in CBTPA beneficiary countries from fabrics formed in the Caribbean
Basin region, provided that U.S. yarns are used in forming the fabric. This*regiond fabric” benefit for
knit appard is subject to an annud quantitative limit, with a separate limit provided for T-shirts. The
limits are subject to annua growth rates of 16 percent through September 30, 2004. Duty/quota free
treatment is also be available for certain brasseres, certain textile luggage, apparel made in the CBI
from fabrics determined to be in * short supply” in the United States, and designated * hand-loomed,
handmade, or folklore” articles.

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

apparel.

In contrast to the CBERA, which is permanent in duration, the CBTPA benefits are legidated to expire
on September 30, 2008, or upon entry into force of the Free Trade Area of the Americas (FTAA),
whichever comesfirg.

Beneficiary Countries

The CBERA provides for the consderation of the following countries and territories as potentidly
eligible for CBERA benefits Anguilla, Antiguaand Barbuda, Aruba, The Bahamas, Barbados, Belize,
Cayman Idands, Cogta Rica, Dominica, Dominican Republic, El Salvador, Grenada, Guatemaa,
Guyana, Haiti, Honduras, Jamaica, Montserrat, Netherlands Antilles, Nicaragua, Panama, Saint Kitts-
Nevis, Saint Lucia, Saint Vincent and the Grenadines, Suriname, Trinidad and Tobago, Turks and
Caicos Idands, and British Virgin Idands.

Currently 24 countries, territories, and successor politica entities receive CBI benefits under the
CBERA. Thefollowing 20 countries were designated on January 1, 1984: Antigua and Barbuda,
Barbados, Belize, British Virgin Idands, Costa Rica, Dominica, Dominican Republic, El Sdvador,
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, Arubawas designated retroactive 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. The following



potentidly digible countries and territories have not requested beneficiary status. Anguilla, Cayman
Idands, Suriname, and Turks and Caicos Idands.

On October 2, 2000, the U.S. President designated al 24 existing CBERA beneficiary countries as
beneficiary countries under the CBTPA. In addition to Presidentid digibility designations based on the
criteriadescribed in Chapter 3, the CBTPA requires an additiona determination that countries have
implemented or are making substantid progress towards implementing certain customs procedures
based on those contained in the NAFTA. Asof late 2001, the following 14 countries have satisfied this
requirement and have been designated as fully eigible to receive the enhanced benefits of the CBTPA.:
Barbados, Belize, Costa Rica, Dominican Republic, El Sdvador, Jamaica, Guatemaa, Guyana, Haiti,
Honduras, Nicaragua, Panama, Saint Lucia, and Trinidad and Tobago. Additional CBTPA beneficiary
countries may be designated in the future as fully digible for CBTPA benefits, provided that the
customs-related requirements are satisfied.

Chapter 3 discussesthe digibility criteriardated to the designation of countries as CBERA and
CBTPA beneficiary countries, and provides a summary of current compliance with these criteria on the
part of CBI countries. The U.S. President is authorized under the law to limit, suspend, or withdraw
CBI bendfitsif conditions change with regard to performance in connection with the statutory digibility
criteria

Safeguard Provisions

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

Anti-Transshipment Provisions

In extending preferentid treatment to certain kinds of gppard manufactured in CBI beneficiary
countries, the CBTPA includes provisonsintended to guard againgt theillega transshipment of non-
qudifying apparel 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 North
American Free Trade Agreement. To meet these statutory requirements, countries were requested to
provide the U.S. Trade Representative with commitments regarding: use of appropriate certificate of
origin documents; cooperation with U.S. Customs in conducting origin verification vists under certain
conditions; implementation of legidation and/or regulations to ensure the enforcement of these cusoms
procedures; imposition of appropriate penaties in cases of non-compliance; and regular updatesto the
U.S. Trade Representative on progress in implementing the customs requirements established under the
CBTPA.



The CBTPA aso providesthat, if a CBI exporter is determined to have engaged in illegd shipment of
textile or gpparel products, the President shal deny al 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 shdl reduce the
quantities of textile and appard articles that may be imported into the United States from that country
by three times the quantity of articles transshipped.

In a September 2001 report to Congress, the U.S. Trade Representative concluded that the
implementation of the CBTPA gppears 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 postive.

Rum

An excise tax of $13.50 a proof gallon isimposed under section 5001(a)(1) of the Internad Revenue
Code (the Code) on didtilled 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 dl rum imported into the United States, including rum produced in Puerto Rico, the
Virgin Idands and CBERA countries, be transferred (carried over) to the Treasuries of Puerto Rico
and the Virgin Idands (section 7652(e) of the Code). For didtilled spirits brought into the United States
after June 30, 1999 and before January 1, 2002, the rate a which the amount of the transfersis
caculated is $13.25 per proof galon (section 7652(f) of the Code). Effective on January 1, 2002, the
carryover rate is scheduled to revert to its permanent level of $10.50 per proof galon unlessthe $13.25
rate is extended as provided in pending legidation.

The CBERA provides that if the amounts transferred to Puerto Rico or the Virgin Idands are reduced
bel ow the amount that would have been transferred if the imported rum had been produced in Puerto
Rico or the Virgin Idands, the President shall consider compensation measures and may withdraw the
duty-free trestment of rum produced in CBI countries. This provison —intended to provide aremedy
should the amounts carried over to Puerto Rico and the Virgin Idands fal below such amounts
transferred under prior law — has never been invoked.

Tax Provisions

U.S. taxpayers can deduct legitimate business expenses incurred attending a business meeting or
convention in aqudifying CBERA country without regard to the more stringent requirements usudly
gpplied to foreign convention expenses. A qudifying CBERA country must have atax information
exchange agreement with the United States in effect and may not discriminate againgt conventions held
in the United States.



As of November 2001, the following eleven countries have satisfied all CBERA legd requirements,
which were incorporated into the Internal Revenue Code under section 274(h): Barbados, Bermuda;
Cogta Rica; Dominica; Dominican Republic; Grenada; Guyana, Honduras, Jamaica; Saint Lucia; and
Trinidad and Tobago.

Reports

In addition to this biennia USTR report on the genera operation of the Caribbean Basin Initiaive and
compliance with digibility criteria, the CBERA requires the following reports.

I TC Economic Effects Report: Section 215 of the CBERA requires the International Trade
Commission to report biennidly to the Congress with an assessment of the actud and probable future
effects of CBERA on the U.S. economy generaly, on U.S. consumers, and on U.S. industries.
Effectivein 2001, thisITC report is aso required to address the economic impact of the CBI programs
on beneficiary countries. The ITC submitted its 15™ report on the impact of the CBERA to the
President and Congress in September 2001 (USITC Publication 3447). The Commission concluded
that the CBERA had a negligible effect on the U.S. economy during 2000. The ITC aso found that
CBERA appeared to have had asmall but positive effect on income growth in beneficiary countries, in
connection with trade and other economic reforms undertaken by individua CBI countries. The 2001
report aso concluded that the introduction of enhanced apparel preferences under the CBTPA may
have a 9gnificant future economic effect.

Labor Impact Report: Section 216 of the CBERA required an annua report to Congress by the
Secretary of Labor on theimpact of the CBI on U.S. labor. The requirement has expired. Thefina
report, covering 1997-98, was submitted in February 2000. The report found that the preferentid tariff
treatment provided to the products of the CBI beneficiaries has not gppeared to have had an adverse
impact on, or have condtituted a Sgnificant threat to, U.S. employment

Anti-Transshipment Cooperation Report: The CBTPA required the U.S. Customs Service to
prepare astudy analyzing the extent to which CBTPA beneficiary countries are cooperating with the
United States in ingtances of illegd transshipment of textile and gppard imports. This one-time study,
under cover of areport of the U.S. Trade Representative, was submitted to Congress on September
20, 2001.

Worst Forms of Child Labor Report: The Trade and Development Act of 2000 requiresthe
Secretary of Labor to prepare areport (i.e., “findings’) on GSP beneficiary countries progress
towards implementing their international commitments to diminate the wors forms of child labor. The
Labor Department expects to publish this report, which will cover CBTPA beneficiary countries, in
early 2002.

Meetings of Caribbean Basin Trade Ministersand USTR



The CBTPA directs the President to convene a meeting with the trade ministers of Caribbean Basin
countriesin order to establish a schedule of regular meetings of the region’s trade ministers and USTR.
Asindicated in the CBTPA, the purpose of the meetings is to advance consultations between the
United States and CBI countries concerning the possible initiation of negotiations for CBI countries to
accede to NAFTA, or to enter into comprehensive, mutualy advantageous trade agreements with the
United States.

All CBI beneficiary countries are participating in negotiations to create a Free Trade Area of the
Americas (FTAA). The FTAA, acomprehensve trade agreement involving al 34 democratic
countries of the Western Hemisphere, remains the top U.S. trade policy objective for the region.
USTR has pursued an active and ongoing FTAA-rdated dia ogue with Centrd American and
Caribbean trade minigters, with the aim of concluding these negotiations no later than January 1, 2005.
The United States Trade Representative held meetings with his counterparts from CBI countriesin
advance of the April 2001 FTAA Minigerid Conference in Buenos Aires, Argentina. [n addition,
mesetings at the Vice Ministerid level are held severa times each year.

In accordance with the CBTPA'’ s directive to explore additiona possibilities for free trade with CBI
countries, USTR has opened a didogue with Central American countries on the feasibility, mutud
benefits, and possible framework of aregiond free trade agreement. 1n September 2001, USTR
convened a meeting with representatives of the member countries of the Central American Economic
Integration System (Costa Rica, El Sdvador, Guatemaa, Honduras, and Nicaragua), to explore ways
of degpening trade policy engagement. The United States and these Centra American countries agreed
to pursue a series of technica workshops on trade policy issues. USTR aso convened a meeting of the
U.S.-Panama Trade and Investment Council in late 2001. If these preliminary discussons prove
condructive, the Adminigtration will consult further with Congress about possible free trade initiatives.

The Adminigration’s policy isto continue to pursue with Caribbean Basin partners the shared vison of
a hemisphere-wide FTAA, while remaining open to possible accelerated trade liberdization efforts with
those countries or groups of countries willing and able to move at afaster pace.

Other Provisions

Under U.S. antidumping and countervailing duty laws, imports from two or more countries subject to
investigation must generdly be aggregated, or “cumulated,” for the purpose of determining whether the
unfair trade practice causes materid injury to aU.S. industry. The 1990 amendments to the CBERA
crested an exception to this generd 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, materia injury to aU.S. industry. They may, however, be aggregated with
imports from other CBI countries under investigation.



The 1990 amendments also increased (to $600) the duty-free tourist alowance for U.S. residents
returning from CBI countries, and alowed tourists to enter 1 additiond liter of CBI-produced acoholic
beverages duty-free.
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Chapter 2

TRADE UNDER THE CBlI PROGRAMS

Table 1

U. S. trade with CBERA countries, 1998-2000, January-August 2001
U.S. Exportsto U.S. Imports U.S. Trade
Year U.S. Exportst the World U.S. Imports? from theworld Balance
Million $$$ Percent Million $$$ Percent Million $$$
1998 ... 19,200.1 3.0 17,124.3 19 2,075.8
1999 ...l 19,029.6 3.0 19,364.8 19 -335.2
2000 ...l 20,727.9 29 22,161.1 18 -1,433.1
Jan.-Aug. 2000 .. .. 13,5317 29 14,4419 18 -910.2
Jan.-Aug. 2001 . . .. 13,6714 3.0 14.244.4 18 -573.0

! Domestic exports, f.a.s. basis.
2 Imports for consumption, customs value.

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

U.S. TRADE WITH THE CARIBBEAN BASIN: U.S.IMPORTS
Detalled information on U.S. imports from CBI countriesiis reflected in Annex 1 of this report.

Totd U.S. imports from the CBI countries have shown continued growth during the two years since the
preparation of the last report on the operation of the CBERA. At $22.2 hillion in 2000, CBERA
countries combined congtituted the twelfth-largest supplier of U.S. imports — ahead of Singapore and
just behind Italy. Imports from the region expanded by 14.4 percent in 2000, following 13 percent
growth in 1999. The CBI region has continued to supply just under 2 percent of tota annua U.S.
importsin recent years.

CBI imports entering under the duty-free provisons of the CBERA have declined since 1998 asa
proportion of total imports from the region. CBERA imports accounted for 11.9 percent of total U.S.
imports from the CBI region in 2000, down from 18.8 percent in 1998 and 13.6 percent in 1999.
Partid-year data indicates that the proportion of CBERA importsto total imports began to increase
again dightly in 2001. The decline in duty-free imports under CBERA has corresponded with an
increase in the proportion of imports from the region which enter the U.S. as“MFN freg’ goods,
reflecting the continud liberdization of U.S. tariffs under Uruguay Round commitments. More than
one-quarter of total U.S. imports from the CBI region have entered under “MFN freg’ tariff linesin
recent years.

Imports under the newly-enacted CBTPA preference provisions were quite small as a proportion of
tota imports from the region in 2000, reflecting that the new provisions were only in effect during the
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last quarter of the year, and an implementation “ramp up” by both exporters and importers. For the
first 8 months of 2001, however, it was clear that the CBTPA provisions were being used extensively,
asimports under the CBTPA provisions accounted for nearly one quarter (24.4 percent) of total U.S.
imports from the CBI region. At nearly $3.5 hillion in the January-August 2001 period, CBTPA
imports were nearly twice the vaue of imports under the CBERA preference provisions.

Appardl products continue to dominate U.S. imports from the CBI region, accounting for 43 percent of
total importsin 2000. Apparel had been excluded from CBI preferentid trestment prior to the October
2000 implementation of the CBTPA. As noted above, imports under the CBTPA provisons
accounted for nearly a quarter of total U.S. imports from the region in the first 8 months of 2001,
indicating that a subgtantia amount of quaifying gppard tradeis being channded into the new
preference categories.

Other significant imports from the CBI region include cigars, methanal, dectrica equipment including
semiconductors, fruits, and coffee. A surgein oil and naturd gas pricesin 1999 and 2000 led to an
increase in the share of minerad fuel products from CBERA countriesin tota U.S. imports from the
region, to 14.2 percent in 2000.

Imports by Country

The Dominican Republic continues to be the leading CBI supplier of importsto the United States,
athough the country’ s relative share of total CBERA trade has declined in recent years. U.S. CBERA
imports from the Dominican Republic congtituted about 30 percent of dl imports under the CBERA
preferences, down from a 40 percent sharein 1998. Cigars, jewery, and sugar remained the top three
Dominican Republic exports usng CBERA benefits; dectrica equipment emerged in 2000 asa
sgnificant new category of CBERA exports. The Dominican Republic gppears poised to be aleading
beneficiary of the CBTPA’s new appard trade preferences. The country’s $970 million in CBTPA
shipments during January-August 2001 accounted for 28 percent of total U.S. CBTPA imports.

Costa Rica again ranked second among CBI trading partners in 2000 in terms of both overal imports
and CBERA imports ($601 million). However, CBI trade benefits are becoming aless important
factor in Cogta Rica stotal trade with the United States. In 1998, nearly 28 percent of U.S. imports
from Costa Rica benefitted from CBERA preferences; in 2000, that percentage had dropped to
approximately 17 percent. Pinegpples, hair dryers, frozen orange juice, and cantal oupes were the
leading categories of CBERA imports from Costa Ricain 2000. Costa Rican apparel producers
shipped $258 million in CBTPA-eligible gppardl in the first 8 months of 2001, accounting for 13.2
percent of total U.S. imports from the country.

Following a hurricane-induced drop in imports from Honduras in 1999, CBERA imports from that

country expanded by 14.6 percent in 2000, to $206 million. Honduras maintains its place as the third
largest U.S. import source among the CBI countries, with totd U.S. imports of $3.1 billion in 2000.
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Honduras ranked fifth in 2000 as a user of CBERA bendfits. In recent years, Honduras has become
one of the leading suppliers of imported appard to the U.S. market, ranking second (behind Mexico) in
total volume of gppard shipmentsto the U.S. in 2000. Reflecting the importance of this product
category in Honduran trade, the country was an active user of new CBTPA appard trade benefitsin
2001, with $952 million in shipments under the CBTPA preferences in the January-August period.
CBTPA appard accounted for fully 45 percent of tota U.S. imports from Honduras during the first
eight months of 2001. Cigars, disposable medical gppard, and cantaloupes are other important
Honduran products benefitting from CBI provisons.

Guatemda ranked fourth among U.S. import suppliers from the CBI in 2000, both in terms of totdl

U.S. imports ($2.6 billion) and CBERA imports ($250 million). During 2001, Guatemala demonstrated
strong performance in connection with CBTPA gppard benfits; the country’ s $328 million in CBTPA
shipments through August accounted for nearly 18 percent of total U.S. imports from Guatemala.

Trinidad and Tobago remains the heaviest user of CBI provisons in the English-gpeaking Caribbean,
with the U.S. importing $328 million under CBERA from Trinidad and Tobago during 2000, a sharp
increase from the $218 million registered in 1999. CBI trade from Trinidad and Tobago is dominated
by methanal, U.S. imports of which have been increasing in both value and volume since 1998.
Trinidad and Tobago is the leading supplier of non-apparel products under the CBTPA, modtly in the
area of petroleum products. The country is aso the leading CBERA supplier of iron and sted bars and
rods, athough imports of these products have been declining.

While El Sdvador remains ardatively modest user of CBERA benefits ($45 million in 2000), that
country was moving strongly into use of CBTPA benefitsin 2001, registering CBTPA shipments of
$587 million in the January-August period. These shipments accounted for 47 percent of tota U.S.
imports from El Salvador during that period.

Jamaica' s use of CBERA provisions has continued to decline in recent years, with U.S. imports under
CBERA fdling from $102 million in 1998 to $87 million in 2000. However, Jamaican producers have
shown someinterest in the enhanced CBTPA provisions, shipping $69 million to the U.S. under the
new program in January-August 2001 (24 percent of total U.S. imports from Jamaica).

The United States continues to have a smal volume of bilaterd trade with many of the Caribbean
economies. However, CBERA imports do account for relatively significant proportions of total U.S.
imports from these countries. 1n 2000, CBERA accounted for 27 percent U.S. imports from Bahamas
and Barbados, 62 percent of imports from Grenada, 34 percent from St. Lucia, and 22 percent from
. Vincent and the Grenadines.
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U.S. TRADE WITH THE CARIBBEAN BASIN: U.S. EXPORTS

Although the CBI was initidly envisoned as a program to facilitate the economic development and
export divergfication of the Caribbean Basin economies, U.S. export growth to the region has been a
welcome corollary benefit. Following atrend of rgpid growth in exports to the region during most of
the 1990s, there was a dight drop in exports in 1999 and adowing of the rate of expansion in 2000,
due in part to the lingering economic impact of Hurricane Mitch in 1998. Collectively, the CBI region
ranks ninth among U.S. export destinations and absorbs approximately 3 percent of total U.S. exports.
The Dominican Republic, Honduras, Costa Rica, and Guatemala together accounted for 53.5 percent
of U.S. exportsto the CBI region in 2000.

The United States exports to the CBI region abroad range of equipment and machinery, raw materids,
consumer goods, and agricultura commodities.

Table2
U.S. exportsto CBERA beneficiaries 1998-2000 and January-August 2001, $$ thousands
Market 1998 1999 2000 Jan.-Aug. 2000 Jan.-Aug . 2001
Dominican Republic . ............ 3,893,812 3,971,009 4,351,913 2,871,774 2,938,475
Honduras . «vvvvvvnvennnnnnn.. 2,276,231 2,327,528 2,544,821 1,686,309 1,648,601
CostaRica .................... 2,190,169 2,281,347 2,368,026 1,547,212 1,613,705
Guatemala. ... oviiiii 1,851,948 1,734,002 1,835,476 1,153,178 1,187,224
ElSavador .................... 1,479,781 1,481,787 1,741,095 1,132,172 1,133,898
Panama .................c.o.... 1,641,385 1,652,311 1,501,429 1,050,122 815,399
JAMNEICA « oo ov e 1,272,885 1,264,294 1,339,061 851,812 923,197
Trinidadand Tobago ............ 954,960 755,589 1,072,883 669,173 700,240
TheBahamas ..« .ovvovvvnnnnn.. 774,459 800,621 1,026,584 672,730 611,893
Netherlands Antilles .. ........... 687,304 544,673 614,701 343,027 570,245
Haiti ......................... 538,627 599,498 562,520 374,100 380,552
Nicaragua . .. ... ovovenann.. 323,680 356,364 360,830 273,655 301,513
Barbados...................... 256,438 274,462 282,195 184,127 179,333
ArUDA - oo 334,755 289,371 269,566 175,383 169,312
Belize ... 110,728 130,827 204,320 146,940 113,756
GUyana........oooviiiiiaeann. 141,014 133,596 154,090 96,232 94,144
AntiguaBarbuda. ............... 88,913 88,488 130,911 95,124 63,005
StLucia ... 85,413 90,887 97,864 63,911 57,644
Grenada - - i 53,532 63,503 76,443 49,141 41,629
British Virginldand ............. 56,047 54,120 58,837 39,777 47,398
St Kittsand Nevis .............. 42,182 46,849 53,295 36,480 32,575
St Vincent and the Grenadines - . . . . 90,785 53,096 35,808 22,237 23,396
Dominica ..................... 50,068 31,776 35,470 26,092 20,298
MONSErTat «vvvveeeeeeeennn.. 4975 3582 9807 7.004 3051
Total . ... 10,200,093 10.029.5/8 20.727.945 13.531.733 13,671,380

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

ELIGIBILITY CRITERIA AND ADVANCEMENT OF TRADE
POLICY GOALS

The trade preferences made available under the Caribbean Basin Initiative represent a unilatera, non-
reciprocal grant of benefitsto U.S. trading partners in Centrd America and the Caribbean. In enacting
the CBERA and CBTPA, the Congress conditioned the granting of these trade preferences on digibility
criteriathat reflect anumber of key U.S. policy objectives. This chapter reviews these digibility
criteria, as well as the recent performance of CBI beneficiary countries in meeting those criteria

The digibility criteriafor the CBI programs fdl within three broad categories:

. factors defined in the CBERA as precluding the Presdent from initidly designating a
country as a CBERA beneficiary;

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

. further criteriawhich the Presdent is required to take into account in designating

Beneficiary Countries for purposes of receiving the enhanced trade preferences of the
Caribbean Basin Trade Partnership Act (CBTPA).

CBERA “ Exclusionary’ Criteria

Communist Country: The President shdl not designate any country a CBERA beneficiary country “if
such country isa Communist country.” No Communist country requested designation, and none of the
current CBI countries are Communist countries.

Nationalization/Expropriation: The CBERA dtipulates that countries that have expropriated or
nationalized property of U.S. citizens are indigible for CBI bendfits, unless the President determines that
the country is taking Steps to resolve claims of U.S. citizens. The United States is currently pursuing
expropriation-related issues with severd CBI countries, as reflected in the following country reports.

Arbitral Awards: The President shdl not designate any country if the country failsto act in good faith in
recognizing as binding or enforcing arbitra awardsin favor of U.S. citizens or corporations owned by
U.S ditizens

Reverse Preferences: If a country affords preferentia trestment to the products of a developed

country, other than the United States, which has or islikely to have a significant adverse effect on U.S.
commerce, it isingligible for desgnation as a CBERA bendficiary. All current CBI countriesare WTO
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members or are in the process of acceding to the WTO and have agreed to the most-favored-nation
principle.

Intellectual Property/Broadcast Copyright Violations: The CBERA excludes from designaion
countries in which government-owned entities have engaged in the unauthorized broadcast of
copyrighted materid (such as films and televison programs) belonging to United States copyright
owners. The Presdent is dso authorized to give discretionary weight, in designating CBI beneficiaries,
to the extent to which a country provides adequate and effective legd meansfor foreign nationals to
secure, exercise, and enforce intellectud property rights, and the extent to which a country prohibitsits
nationas from broadcagting U.S. copyrighted materids without permisson. At the time the CBERA
was enacted in 1983, the problem of copyright violations by broadcastersin CBI countries was a chief
preoccupation 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 Intellectua Property Rights
(TRIPS), U.S. objectives with respect to intellectua property protection have broadened. Thisis
reflected in the new intellectual property-related criteria encompassed in the CBTPA (see below).
However, unauthorized broadcasting of U.S.-owned copyrighted materia remains an issue thet is being
addressed with anumber of CBTPA beneficiary countries.

Extradition: The CBERA requires, as a condition for CBERA digibility, that a country isasgnatory to
atreaty, convention, protocol or other agreement regarding the extradition of United States citizens.

Worker Rights The CBERA excludes from designation any country which “has not or is not taking
gepsto afford internationally recognized worker rights. . . to workersin the country.” The President
was aso 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 workersinternationally recognized
worker rights. These factors were modified and broadened in the context of country designation criteria
under the CBTPA (see below).

CBERA “ Discretionary” Factors

Desireto Be Designated: Twenty-eight countries are potentidly digible to recelve benefits under the
CBERA (and, by extension, under 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. Anguilla, Cayman Idands, Suriname, and Turks and Caicos have made no such expresson
and are not designated as CBI beneficiary countries.

Economic Conditions: As part of the initid desgnation of CBERA beneficiaries, the President is
authorized to condgder economic conditions and living standards in potentid 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 conditionsin CBI beneficiary countries.
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Market Access/WTO Rules. The CBERA authorizes the President to consider the extent to which a
country assured the United States that it would provide equitable and reasonable access to the markets
and basic commodity resources of the country, and the degree to which the country follows the
internationa trade rules of the World Trade Organization. The digibility criteriaof the CBTPA
elaborate on these factors, with afocus 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 consderation of “the degree to which [a beneficiary
country] uses export subsidies or imposes export performance requirements or loca content
requirements which digtort internationd trade.”

Contribution to Regional Revitalization: CBERA'’s discretionary factors include condderation of the
degree to which the trade policies of an individua CBI country contribute to the revitdization of the
region asawhole. Countriesin the Caribbean Basin have continued, for the most part, to implement
policies that have advanced regiona economic development and growth. With few exceptions,
countries have continued to reform their economies and liberdize trade and investment regimes. As
noted in the International Trade Commission’s September 2001 report on the CBERA, the degree to
which CBI benefits have worked to the advantage of beneficiary countriesis generdly correlated to the
country’ s own progress in undertaking economic reforms.

SHf-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, dl current CBI countries
appear to be pursuing policies intended to improve the economic progpects of their citizens.

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

CBTPA Eligibility Criteria

In congdering the digibility of the 24 CBI countries for the enhanced preferences of the Caribbean
Basin Trade Partnership Act, the CBTPA requires the President to take into account the existing
eigibility criteria of the CBERA, aswell as severd new or revised criteria aborated in the CBTPA.
These new criteria, which condtitute the primary focus of the following country reports, are:
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Whether the beneficiary country has demonstrated a commitment to undertake its
obligations under the WTO on or ahead of schedule and participate in negotiations
toward the completion of the FTAA or another free trade agreement.

The extent to which the country provides protection of intellectua property rights
consistent with or grester than the protection afforded under the Agreement on
Trade-Related Aspects of Intellectua Property Rights (TRIPS).

The extent to which the country provides internationaly recognized worker rights,
induding—

—the right of association;

—the right to organize and bargain collectivey;

—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 regpect to minimum wages, hours of work, and
occupationd safety and hedth.

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. counter-narcotics 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 Againg Corruption (IACAC).

The extent to which the country gpplies trangparent, nondiscriminatory and
competitive procedures in government procurement, and contributes to effortsin
internationd forato develop and implement rules on trangparency in government
procurement.
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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
countries with respect to the digibility criteriareflected in the CBTPA, as the most recent expression of
U.S. palicy objectives linked to the extension of CBI benefits. The pre-exigting igibility conditions of
the CBERA are ds0 reflected in the country reports, where relevant. Population gatistics are drawn
from the 2001 edition of the CIA World Fact Book. Per capitaincome figures reflect gross nationa
income statistics published in the World Bank’ s 2002 Wor ld Devel opment Report.

The Bahamas U.S.-BAHAMAS TRADE (Milion 44)
Population: 297,852 1 200 —
Per Capita Income: N/A 1 00D — - —
&l — 2 =
Department of Commerce 2000 GG
. 466
Trade Satistics: 200 v 1 :
U.S. Exports: $1,026,584,000 B : e et =
U.S. Imports: $272,794,000 165 1663 2D00
U.S. Trade Balance: $753,790,000 [ s Expots
_ _ _ B us. impats
Economic Overview: The Bahamasisan [] US. TradeBazncs

import- and services-based economy.

With few domestic resources and little

indugtry, the Bahamas imports nearly al of its food and manufactured goods, most of which originate in
the United States. Approximately 75 percent of the nationa income of the Bahamian economy is
generated by the tourism and financiad services sectors. Economic growth was expected to dow to
approximately 3.5 percent in 2001, from a5 percent expansion in 2000. The country’s tourism sector
faced particular chdlengesin light of adrop in travel following the September 2001 terrorist attacks.

Due to the dearth of export-oriented manufacturing and agricultura production, the trade benefits of the
Caribbean Bagin Initiative have had rdatively little effect on the Bahamian economy. The Bahameas has
been designated as a Beneficiary Country under both the CBERA and CBTPA. However, asof late
2001, the Bahamas had not yet provided commitments regarding implementation of the CBTPA's
customs-related provisions, and was consequently not eligible to export products to the United States
using the enhanced CBTPA preference provisions.

Commitment to WTO and FTAA: The Bahamas s currently the only Western Hemisphere country

that is not a World Trade Organization member; it was granted WTO observer statusin 2001, and a
working party has been formed to consider Bahamian accesson to the WTO. Officids of the
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Bahamian government have indicated the country’ s full commitment to enacting legidation needed to
bring locd law into conformity with WTO disciplines.

The Bahameas has been active in the FTAA negotiations, in coordination with other member countries of
the Caribbean Community (CARICOM). An officid of the Government of the Bahamasiis serving as
Chairperson of the FTAA Negotiating Group on Services during the May 2001-October 2002 phase
of the negotiations.

Protection of Intellectual Property: The U.S. Government is not aware of any instances of patent
infringement in the Bahamas. With regard to copyright protection, exigting laws are widely ignored,
resulting in widespread piracy of video and music cassettesin the local market. Piracy of televison
sgnds broadcagting premium entertainment channels dso has been a prominent concern. Beginning in
2000, the United States raised serious concerns about a provison in Bahamian copyright law permitting
compulsory licenaing of copyright-protected televison satellite sgnas. Through an exchange of letters
with the United States, the Government of the Bahamas committed to reped this provison; as of late
2001, the necessary legidation had been prepared and was awaiting fina parliamentary action.

Provision of Internationally Recognized Worker Rights The Condtitution protects the right of
workers to organize and join unions and this right iswidely exercised. About one-quarter of the
workforce is unionized, including 50% of workersin the important hotel industry. Labor law prohibits
discrimination or reprisals againgt workers for engaging in union activities and thisis generdly enforced.
Labor laws in the Freeport free trade zone do not differ from esewhere in the country. However,
activigts dlege that the Hong-K ong-based Hutchinson-Whampoa, which owns the harbor, arport, and
many hotels, discourages unions with the tacit concurrence of the Port Authority.

The law prohibits the employment of children under age fourteen in industria work, and children under
gxteen years may not work a night. Thereis no prohibition againgt the employment of children in other
sectors, and some children work in light industry and service jobs. Education is compulsory for
children through age sixteen.

The Fair Labor Standards Act provides for the creation of a Wages Council to recommend the setting
of aminimum wage, but the Government has never established such a council or agenera minimum
wage. However, in duly 2000, the Government established a minimum wage for dl hourly and
temporary workers in the public sector. The workweek is limited to 48 hours, with various restrictions
and overtime and premium pay in the case of work performed in excess of that sandard. The Ministry
of Labor isrespongble for enforcing safety and health laws, but conducts only a limited number of

ingpections.
Commitments to Eliminate the Wor st Forms of Child Labor: The Bahamas ratified ILO Convention

182, addressing the worst forms of child labor, on June 14, 2001. There is no evidence of sgnificant
ingtances of the worst forms of child labor in the Bahamas. Nevertheless, some less severe instances of
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child labor do exigt. Children can be found sdlling newspapers and working at grocery stores and
gasoline stations, generally after school hours.

Counter-Nar cotics Cooperation: The Bahamasisamgor trangt point for South American cocaine en
route to the United States. The country has been repegtedly certified as fully cooperating with the
United States on narcotics issues.

Implementation of the Inter-American Convention Against Corruption: The Bahamasis a party to
the Convention. Bribery of government officidsisacrimina act, and credible reports of mgor
corruption in the Bahamas are rare, dthough alegations of improper conduct on the part of government
officds surface from time to time.

Transparency in Government Procurement: The Bahamian government has a generaly fair and open
procurement process, although some government contracts are not put out for open bids.

Barbados U.S.-BARBADDS TRADE (Million 34)

Population: 275,330
Per Capita Income: N/A

Department of Commer ce 2000
Trade Statistics:
U.S. Exports: $282,195,000

15508 1935 =bon
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U.S. Trade Balance: $243,744,000 [] us.Expute
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Economic Overview: The Barbadian L] ' ane

economy has been experiencing red

economic growth since the early 1990s, accompanied by moderate inflation, a stable exchange rate,
and low unemployment. Growth has been led by improvementsin the sugar and tourism sectors.
Tourism, which expanded 5.7 percent in 2000, has been a particularly successful economic engine, and
an important source of employment and domestic revenue. An expected dump in globd tourism in the
wake of terrorism attacks in late 2001 may diminish Barbadian performance in this critical sector. In
the absence of sgnificant manufacturing activity, Barbados has not been amgjor user of Caribbean
Badin Initiative preferences.

Commitment to WTO and FTAA Barbados has exhibited generally good performance in connection
with its obligations under the World Trade Organization athough, as with other Caribbean countries,
Barbados' tariffs often are bound at quite high levels. The country is aso participating actively in the
FTAA process, in coordination with other countries of the Caribbean Community (CARICOM).
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Barbados hosted a mesting of the Vice Minigterid level Trade Negotiations Committee of the FTAA in
2000.

Protection of Intellectual Property: The Government of Barbados adopted a new copyright law in
August 1998, with additiond legidation providing disciplinesin the aress of integrated circuits,
geographica indications, and protection againgt unfair competition. The Trademark and Industria
Designs Acts were recently revised in accordance with international standards. Legidation to bring
Barbadosinto full compliance with TRIPS provisions governing patents and plant variety protection
was moving through parliament during 2001. While mgor pirating activity is uncommon, black market
copies of computer software, designer clothing, and videotapes are easily ble.

Provision of Internationally Recognized Worker Rights Both public and private sector workers
freely exercise rights of association, and about thirty percent of the workforce isunionized. The law
provides for collective bargaining and it iswiddy practiced. All private and public sector employees
are permitted to strike, but essentid workers may strike only under certain circumstances and after
following prescribed procedures. For severad years, in order to address underlying economic
problems, labor, management, and government have negotiated basic wages at the nationd level that
are based on productivity criteria.

The minimum age for employment is Sixteen years and is broadly observed. Education is compulsory
through age sixteen. A minimum wage is established only for household domestics and shop assgtants
(store clerks). Prevailing wagesin al sectors are significantly greater than the minimum wage.
Overtime pay isrequired for work in excess of forty hours per week. The law establishes workplace
safety and health standards, and these are generally enforced.

Commitments to Eliminate the Worst Forms of Child Labor: Barbados ratified ILO Convention
182, addressing the worst forms of child labor, on October 23, 2000. Thereis no widespread pattern
of child labor in the country. Thelegd minimum working age of 16 is broadly observed. Locd law
prohibits forced or bonded labor by children, and the authorities effectively enforceit.

Counter-Nar cotics Cooperation: Barbados, dong with other Eastern Caribbean countries, is
consdered atransshipment point for narcotics from South America en route to the United States. The
levd of cocaine, marijuana, and heroin trafficked through Barbados to the U.S. does not warrant it
being placed on the list of maor narcatics producing and trangt countries subject to certification under
Section 490 of the Foreign Assistance Act, but the President has notified the U.S. Congress that the
entire eastern and southern Caribbean is an area of concern to be kept under observation. Barbados,
with other Eastern Caribbean countries, has cooperated with U.S. counter-narcotics efforts through
implementation of the 1997 Caribbean-U.S. Summit Justice and Security Action Plan.

Implementation of the Inter-American Convention Against Corruption: Barbados signed the
IACAC in April 2001. The agreement awaits ratification by the Government of Barbados.
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Transparency in Government Procurement: The government, through the Ministry of Finance's
Specid Tenders Committee, follows internationa competitive bidding standards for most contracts and
acquigtions. Occasiondly, acase of no-objection has been presented to the funding indtitution if sole-
sourcing isthe only option or unique

expertise s requi red. L.S.-RELIZE TRARE (Milinn $4)

Belize

Population: 256,062
Per Capita Income: N/A

Department of Commerce 2000 Trade
Satistics:

U.S. Exports: $204,320,000

U.S. Imports: $91,073,000

U.S. Trade Balance: $113,247,000

[] us.Exputs
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Economic Overview: Bdize' s economy remains primarily agricultura (bananas, sugar, and citrus), with
the tourism sector dso providing an important economic simulus. Manufacturing activity is limited.
This has narrowed the degree of benefits that Belize derives from the CBI programs, athough certain
agricultura exports do benefit from CBI preferences (e.g., citrus, specidty fruits and vegetables, and
farmed shrimp). Asof late 2001, the government was pursuing a structura adjustment program under
Internationad Monetary Fund oversight. The United States accounts for 43 percent of Belize s exports
and 50 percent of the country’simports.

Commitment to WTO and FTAA: Bdizeis continuing the process of reflecting WTO rules and
disciplinesin nationd law and practice, and has demongtrated a commitment to fulfill these obligations.
Asamember of the Caribbean Community, Belize participatesin the FTAA negotiationsin
coordination with other members of the Community.

Protection of Intellectual Property. During 2000, Belize enacted a series of laws reflecting the
provisons of the TRIPS Agreement. Revisons were made to the country’s laws dedling with
trademarks, copyrights, industria designs, patents, layout design for integrated circuits, and protection
of new plant varieties. Piracy of intelectua property is not considered to be a significant problem in
Bdize

Provision of Internationally Recognized Worker Rights Workers are entitled by law and practice
to organize and join unions, and about e even percent of the workforce is unionized in eleven
independent unions. Collective bargaining iswidely practiced, and the law prohibits reprisd or
discrimination againgt workers for engaging in union activities. However, union organization is opposed
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by many employers, who sometimes dismiss union workers, ostengbly for other reasons. Redress
under these circumstances has proven problematic. Though the labor law gppliesto export processing
zones, no labor unions have been organized in that sector.

The employment of children under age twelve is prohibited, and there are various redtrictions that apply
to the employment of children under age seventeen. Specificaly, the law prohibits employment of
children between 12 and 14 years of age during school hours; the minimum age for employment near
hazardous machinery is seventeen years. Though the law requires schooling for children age 5-15, it is
estimated that forty-six percent of children do not complete primary school.

Minimum wages are prescribed for three categories of workers: manual workers, shop assstants, and
domestic workers.  This requirement is generally enforced, but most salaried workers earn more than
the minimum wage. The law regulates working hours, establishing maximums of six days per week,
nine hours per day, and forty-five hours per week. Thereis a patchwork of health and safety
regulations for different industries, which are unevenly enforced.

Commitments to Eliminate the Worst Forms of Child Labor: Bélizeratified ILO Convention 182,
addressing the worst forms of child labor, on March 6, 2000. While there have been infrequent reports
of trafficking in children for purposes of progtitution, existence of the worst forms of child labor are not
considered widespread. Bedlize is cooperating with the ILO on various programs aimed at phasing out
exploitative child labor.

Counter-Nar cotics Cooper ation: Belize was removed from the list of mgor drug-trandit countriesin
1999. However, the Government of Belize recognizes the potentid for itsterritory to be used for
transshipment, and cooperates with the United States on counter-narcotics matters. Belize and the
United State signed a Narcotics Control and Law Enforcement Agreement in September 1999. A
gpecid Anti-Drug Unit was created within the Belize Police Department in 2000.

Implementation of the Inter-American Convention Against Corruption: Bdize sgned the IACAC
in June 2001. The government has sought to combat public sector corruption since 1994, with the
enactment of alaw requiring the public disclosure of assets, income and ligbilities by certain public
officids. The government has adso established a specid “ombudsman” empowered to investigate
complaints of officid corruption.

Transparency in Government Procurement: Standards for ensuring transparent and non-
discriminatory procurement procedures are established under the Finance and Audit Act. Government
purchases of over $50,000 must be submitted for public bids by both locd and foreign companies. The
government has established an Office of the Contractor-Generd, charged with monitoring the awarding
and implementation of public contracts. This office is tasked with reviewing public contracting to guard
againg fraud, mismanagement, and wadte.
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Costa Rica 1.5.-CDSTA RICA TRADE (Million 34)
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Economic Overview: Costa Rica has
continued to pursue a broad economic strategy based on trade liberdization and investment promotion.
This drategy has led to adiversfication of the economy away from along-time dependence on the
export of bananas, coffee, and other agricultura products. Tourism and export-based manufacturing,
including particularly in the semiconductor production sector, have assumed particular prominence.

The government’ s efforts to privatize remaining state-dominated sectors of the economy have staled.
This gtuation has complicated the government’ s fiscal Stuation and a problem of sgnificant interndly
financed public sector debt.

Following severd years of exceptiondly strong, export-led economic growth, Costa Rica experienced
adgnificant dowdown in 2000 and 2001. Exports of advanced technology, textile, and agriculturd
products have declined sharply. Tourism, the fastest growing sector of the economy, was expected to
face adump in the wake of the terrorist attacks of September 2001.  The economy, which had
expanded by 8.3 percent in 1999, dowed to 1.7 percent growth in 2000 and an anticipated 0.5
percent rate in 2001.

Commitment to WTO and FTAA: Costa Ricais an active member of the World Trade Organization,
and has taken serioudy its commitments under the various Uruguay Round Agreements. Costa Rican
laws concerning intellectud property have been revised in light of the provisons of the TRIPS
Agreement in some but not dl areas, and the government has aso been preparing legd changes
concerning financid incentives for exportersin order to comply with ements of the Subsidies
Agreement. Codta Rica has been supportive of an expanson of multilatera trade liberaization through
anew round of negotiationsin the WTO.

A May 2001 review of Costa Rica by the WTO's Trade Policy Review Body found that the country’s
trade policies had sought to promote and consolidate Costa Rica s integration into the world economy.
The review noted that access for imported goods in the Costa Rican market had improved between
1995 and 2000, with average MFN tariffsfaling from 12 percent to 7 percent, and with an increasingly
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limited use of non-tariff measures. The review highlighted that Costa Rica had signed the Information
Technology Agreement and the financia services protocol to the Generd Agreement on Trade in
Services, dthough noting that Costa Rica' s commitments under the GATS were rdatively limited.

CogaRicais an active participant in the FTAA process, and is serving as chair of the Negotiating
Group on Government Procurement during the May 2001-October 2002 phase of negotiations. In
addition to the FTAA, Costa Rica has pursued an aggressive agenda of free trade negotiations,
concluding agreements with Chile, Mexico, Panama, the Dominican Republic, and Canada.

Protection of Intellectual Property. Despite some progress in updating nationd legidation to comply
with the TRIPS Agreement, Cogta Ricd s overdl performance in protecting intellectud property rights
has been disgppointing. The United States has expressed concerns about issues in the patent,
trademark and copyright laws, as well as weak enforcement efforts, and about certain legd changes
that reduced crimina pendtiesfor violations of intellectua property rights. During 2001, some Costa
Rican government agencies began to demondtrate serious efforts to improve intellectud property
enforcement, and there has been some recent progress in the enforcement againgt software piracy. In
addition, legidation has been introduced to address certain legd deficienciesin the crimind code. As of
late 2001, Costa Ricaremained on the Priority Watch List under the annua “ Specia 301" review of
protection of intellectud property rights by U.S. trading partners.

Provision of Internationally Recognized Worker Rights Costa Rican law protects rights of
association and collective bargaining, but some labor organizations in both Costa Rica and the United
States have periodicaly raised concerns that the Costa Rican government imposes practical barriersto
the right of workersto form or join unions. Unions are widespread in the public sector but collective
bargaining is restricted. In the private sector, there are few unions, and union sources dlege that
employers use “solidarity associaions,” direct negotiations with employer-sel ected “ permanent
workers committees,” and reprisas againgt workers and union officers, to defeat union organization
efforts. The ILO hasfound that there is merit to some of these dlegations. There are no lega
restrictions on the right of private sector workersto strike, but few workersin this sector are union
members. Labor laws and regulations are applicable in the country’ s export processing zones. The
Condtitution prohibits forced, bonded or compulsory labor, and there are no known instances of such
practices.

The law prohibits the employment of children under age fifteen, except in certain restricted
circumstances, and the government provides free education through six years of primary school and
three of secondary school. The Nationd Wage Council establishes minimum wages for the different
sectors. The minimum wage is enforced effectively in urban aress, but lessso in rurd settings. The
standard workday is eight hours and the standard workweek is forty-eight hours. Overtime and
premium pay must be paid for work in excess of these maximums. Enforcement of workplace safety
and hedlth laws and regulations has been uneven, though there have been improvements recently due to
the hiring of additiona ingpectors.
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The AFL-CIO filed a GSP country practices review petition against Costa Ricain 2001, raising
primarily issues of freedom of association and collective bargaining. In September 2001, an ILO
technical assistance mission traveled to the country to address arange of |abor law issues in both the
public and private sectors.

Commitments to Eliminate the Worst Forms of Child Labor: Costa Ricaratified ILO Convention
182 on September 10, 2001. Costa Rica s Congtitution and its Labor Code provide specid
occupationd protection for minors and establish a minimum working age of 15 years. Regulations
governing age of work are generdly enforced in the forma sector, but some children work in the
informa economy, and some parts of the forma economy, in violation of legd age requirements. Costa
Rica has sgned a Memorandum of Understanding with the ILO Internationd Program for the
Elimination of Child Labor (IPEC) and is working with the ILO on various programs amed a phasing
out exploitative child labor. The government’ s prohibition on forced and bonded child labor is enforced
effectively.

Counter-Nar cotics Cooperation: Costa Ricais a transshipment point for the smuggling of cocaine and
heroin from South Americato the United States and Europe. Costa Rican law enforcement agencies
are fully cooperating with U.S. counter-narcotics efforts. Costa Ricawas the first Central American
country to sign a comprehensive Maritime Counterdrug Cooperation Agreement with the U.S. In
2000, the Costa Rican legidature enacted alaw establishing a professiona coast guard service.

I mplementation of the Inter-American Convention Against Corruption: Costa Rica has ratified the
IACAC. Domedtic law imposes a requirement that senior government officias file persond financia
reports while in office; the government is considering extending this requirement to a broader range of
offidds

Transparency in Government Procurement: While the government generdly requires al procurement
to be done through open bidding, problems and complaints sometimes occur.  The telecommunications
monopoly’s attempts to procure new cdlular telephone lines under medium-term lease have been
repeatedly rejected by an oversight agency, and the transparency of the process has been questioned in
thelocal press.

Additional Issues

Expropriations/Arbitral Awards: The government of Costa Rica expropriated large tracts of rura
land for nationd parks, biological reserves and indigenous reservations during the past 30 years. The
Costa Rican Condtitution stipulates that no land can be expropriated without prior payment and
demonstrable proof of public interest, but disputes frequently arose over title to the property and the
amount of compensation. Current and past governments have made efforts to resolve severa pending
expropriaion casesinvolving U.S. citizens, but the process has been dow and there have been few
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successful resolutions. In cases where arbitral awards have been made in favor of U.S. citizens, these
have been honored.

Preferential Trade Treatment for Devel oped Countries: Costa Rica has entered into free trade
agreements with Canada, Mexico, the Dominican Republic, and Chile. The agreement with Canada
was awaiting ratification as of late 2001. Costa Rica aso has bilatera investment treaties with a
number of countries, including Canada,
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Economic Overview: In late 2001, the Dominican Republic was experiencing the continuation of an
economic dowdown that began in 2000. The Dominican Centra Bank reported 8.0 percent economic
growth for 1999, and 7.8 percent in 2000. Duein part to adowing U.S. economy, Dominican
economic growth shrank sharply to zero percent in the first haf of 2001, with a prediction of 3 percent
growth for the entire year. Financid sector problems that developed in the early 1990s have not
completely faded, and interest rates remain high.

The Dominican Republic has long been the leading user of CBI benefits. Mot participantsin the
Dominican apparel sector recognize that the enhanced CBTPA benefits have created new opportunities
for growth, and new investments have been made in that sector. However, the initid impact of the
CBTPA was conddered disgppointing by some in the Dominican private sector, due in part to shrinking
demand from U.S. customers and a perception of greater cost competition from some Centra
American producers.

Commitment to WTO and FTAA: In recent years, the Dominican Government has taken important
depsto integrate the country into the globd trading system, including through progress in implementing
obligations reflected in the Uruguay Round Agreements. Progress in implementing WTO obligationsis
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incomplete, however, particularly in the area of intellectua property protection (see below). In 1999,
the government issued a decree eiminating al non-WTO consstent technica barriersto trade.
Legidation to make the effect of this decree permanent is ill pending Congressiond gpprovd,
however. On July 1, 2001, the Dominican Republic implemented a new WTO-cons stent customs
regime, in accordance with requirements of the WTO Customs Vauation Agreement. Legidation
enabling the Dominican Republic to comply with the WTO Financid Services Agreement was vetoed in
2000 and awaits revision by the country’s Senate. The provisions of this draft law have been largely
implemented through presidentia decree.

The Dominican Republic has actively pursued regiond trade integration, entering into free trade
agreements with the Caribbean Community and the Central American Common Market countries. The
country aso participates actively in FTAA negotiations. Dominican government representatives served
as Chair of the FTAA Committee of Government Representatives on the Participation of Civil Society
and Vice Chair of the Negotiating Group on Intellectual Property during the May 2001-October 2002
phase of negotiations. The Dominican Republic dso volunteered to host a meseting of the FTAA’s Vice
Minigterid-level Trade Negotiations Committee in 2002.

Protection of Intellectual Property. Improving the protection of intellectud property congstent with
the WTO TRIPS Agreement remains asignificant U.S. trade policy objective in the Dominican
Republic. Piracy of software, video and audio recordings, and unauthorized broadcasts of copyrighted
materid remain particular concerns, dthough the government has demonstrated a more vigorous
approach to enforcement in recent years. A new copyright law enacted in 2000 is considered to be
congstent with the provisons of the TRIPS Agreement. The United States continues to stress the
importance of effective implementation and enforcement of this new law.

A new patent law, also enacted in 2000, falls short of TRIPS requirementsin severa key respects.
Severd categories of inventions are excluded from patentability, and the law authorizes granting of
compulsory licenses in other than the limited circumstances permitted under TRIPS. The United States
and the Dominican Republic have engaged in consultations on these issues.

Provision of Internationally Recognized Worker Rights  Labor law in the Dominican Republic
protects workers' rights of association and most workers freely exercise thisright. About 10% of the
workforce is organized into 190 unions and four nationd confederations. The Ministry of Labor has
made concerted efforts in recent years to improve the enforcement of the country’s labor code,
athough observance of legd requirements by many companies, including in the extengve free trade
zone sector, continuesto fal short. While workersin free trade zones are entitled to the samerights as
workers elsewhere in the country, there are alegations that employers frequently fire zone workers who
attempt to organize into unions.

Collective bargaining agreements exist in only afew companies, and the ILO consders thet the legd
requirements to engage in collective bargaining are excessve and impede the exercise of thisright.
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Though the law prohibits the employment of children under age fourteen, many children work, primarily
in the informa economy, due to the high poverty rate.

The Condtitution empowers the executive branch to set minimum wage levels, and the Labor Code
assignsthistask to anationd salary committee. Congress also may enact minimum wage legidation. A
minimum wage rate is established for free trade zones and different rates are set for businesses outside
the zones depending on the size of the company and the nature of the business. The standard workday
iseight hours and the stlandard workweek forty-four hours. Work in excess of these maximumsis
subject to overtime and premium pay. However, the standard workweek is often exceeded. The
Socia Security Indtitute establishes workplace hedth and safety standards, and the Ministry of Labor
implements them. Enforcement of these standards is weak overdl, however. Working conditions are
considered to be especidly poor in the sugar cane sector. Employment in this sector has declined
ggnificantly since privatization in 1999 and the Dominican Human Rights Committee has reported that
workers are required to work longer hours at less pay and with fewer benefits.

Commitments to Eliminate the Worst Forms of Child Labor: The Dominican Republic ratified ILO
Convention 182 on November 15, 2000, and the government has taken a strong stance againgt abusive
and exploitative child labor. A National Committee on Child Labor has been established, and
collaborates with the ILO, UNICEF, and severa non-government organizations. The Dominican
Republic has sgned a Memorandum of Understanding with the ILO International Program for the
Elimination of Child Labor (IPEC) and is working with the ILO on various programs amed & phasing
out exploitative child labor.

In part because of the traditiond use of children as agricultural workers dongside their parents, the
government in 1997 prohibited individuals entering the Dominican Republic as agriculturd laborers
(mainly from Haiti) from bringing ether their spouses or their children. Since then, employers have been
required to repatriate employee families found in violation of the law or face prosecution. Non-
government organizations continue to report, however, that there continues to be Haitian child labor in
the sugar cane sector.

Counter-Nar cotics Cooperation: The Dominican Republic is classfied as amgor transshipment
country for narcotics moving from South Americainto Puerto Rico and the territorid United States.
The Dominican Republic has been certified as cooperating with U.S. counter-narcotics efforts.

I mplementation of the Inter-American Convention Against Corruption: The Dominican Republic

has sgned and ratified the IACAC. Although the adminigtration of President Hipolito Mgia has made
some progress in combating corruption, much remainsto be done. Corruption remains widespread in
Dominican government and society.

Transparency in Government Procurement: The Mgia administration has made some advancesin
establishing amore open and transparent system of government procurement, but further progressis
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needed. The awarding of a concession to develop the Pueblo Vigo gold mine was handled well, but
contracts for large public works, military equipment, vehicles and other supply contracts are often not
subject to competitive bids. The United States has encountered resistance from the Dominican
Republic in efforts to negotiate, in the WTO, an agreement on transparency in government procurement
practices. Primarily for this reason, since 1999 the Dominican Republic has been denied awaiver of
“Buy America’ provisons, which has been granted to certain CBI countries, alowing them to be
treated as “digible’ producers for purposes of U.S. government procurement.

Additional Issues

Expropriation: The Dominican government has not nationdized or expropriated property of U.S.
citizensin severd years, dthough its failure to make full payment under exclusve power purchase
agreements with several U.S.-owned independent power producers have raised concerns. Effortsto
resolve long-outstanding expropriation cases involving U.S. citizens have made little progress, with only
three of more than a dozen cases achieving even a partia resolution in 2000-2001. With U.S.
Government assstance, the Dominican government is now examining dl of itsinterna debt, including
severa cases of expropriation, with the am of resolving these issues through the issuance of government
bonds.

Eastern Caribbean States

The Organization of Eastern Caribbean States (OECS) is comprised of Antigua and Barbuda,
Dominica, Grenada, St. Kitts & Nevis, St. Lucia, and S. Vincent and the Grenadines. All six of these
countries are CBERA and CBTPA Beneficiary Countries. However, as of late 2001, . Luciawas
the only OECS member country to have satisfied the customs-related requirements of the CBTPA, and
was thus the only OECS country to be fully igible to export under the enhanced preference provisons
of that Act.

Economic Overview: The OECS countries are gradudly reducing reliance on agricultura production,
including through the expansion of the tourism and offshore services sectors. Nonetheless, these small
economies remain vulnerable to externd shocks, and their competitiveness is congtrained by alack of
economies of scale and related high costs. A process of economic integration among these economies
isongoing, and is consdered critica to the long-term stability of the OECS economies.

Commitment to WTO and FTAA: The OECS countries were the subject of areview by the WTO's
Trade Policy Review Body in June 2001. The review noted that many of the new rules of the WTO
have yet to be fully incorporated into the domestic statutes of dl the OECS members, due to thinly
stretched human resources in the implementation of trade policies. For the same reason, most OECS
countries have adso lagged in meeting their obligations to notify their laws and regulations to the WTO.
The review observed that a more active participation of these countries in the WTO would be to the
benefit of dl, not least to the OECSWTO Members themselves, whose nationd interests are best
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protected within the context of a strong multilaterd trading system. The review suggested that the
efforts of the OECS dates to achieve afuller degree of integration into the multilatera trading system
would benefit from internationd assstance in areas including customs vauation; import licensng;
contingency measures, subsidies; technica barriersto trade; sanitary and phytosanitary measures,
TRIPS,; agriculture; and services.

As members of CARICOM, the OECS countries are participating in the FTAA negotiations.

Protection of Intellectual Property: Some OECS member countries have taken steps to update
national laws to reflect the requirements of the TRIPS Agreement. S. Lucia, for example, has enacted
new legidation regarding copyrights, geographicd indications, and layout designs, and is preparing
revisons to patent, trademark, and plant variety protection statutes. In generd, however, the region
continues to face challenges in updating intellectud property laws. With the exception of a generd
problem of video piracy, the U.S. Government is not aware that infringement of intellectua property
rightsisamaor problem in the Eastern Caribbean region.

Provision of Internationally Recognized Worker RightsCommitments to Eliminate the Wor st
Forms of Child Labor: Internationaly-recognized worker rights generdly receive good legd
protection in the OECS countries. Most of the countries of the region have areatively high rate of
union membership, particularly in the public sector, and collective bargaining and theright to strike are
widely recognized and practiced. I1LO Convention 182, regarding the worst forms of child labor, has
been ratified by St. Kitts and Nevis (on October 12, 2000), Dominica (January 4, 2001), and Saint
Lucia (December 6, 2000). Other OECS countries have endorsed the convention and are in the
process of ratifying it.

Counter-Nar cotics Cooper ation: The Eastern Caribbean countries are transshipment points for
narcotics from South America en route to the United States, and some of these countries aso produce
marijuana. The level of cocaine, marijuana, and heroin trafficked through individua countriesto the
U.S. does not reach the level needed to designate any one of them amgor drug transit country under
the Foreign Assistance Act of 1961, but the President has notified the U.S. Congress that the entire
eastern and southern Caribbean is an area of concern to be kept under observation. Most of the
OECS countries devote sgnificant resources and effort to maritime drug interdiction operations, and
have cooperated with U.S. counter-narcotics efforts through implementation of the 1997
Caribbean-U.S. Summit Justice and Security Action Plan. .

Implementation of the Inter-American Convention Against Corruption: &. Vincent and the
Grenadines acceded to the IACAC in June 2001. None of the other OECS countries are Sgnatories
to the Convention.

Transparency in Government Procurement: The Adminidration is not aware of Sgnificant problems
related to government procurement in the OECS countries.
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Economic Overview: With adollarized
economy and the lowest rates of inflation and
interest in the region, El Sdvador has the
foundations for solid economic growth. Nonetheless, economic performance has been disgppointing in
recent years, and the earthquakes of January/February 2001 imposed further obstacles to growth, as
has a declinein globa market pricesfor coffee, akey Salvadoran export. Growth in 2001 was
projected to be relatively constant with the 2 percent expansion achieved in 2000, well below the 6.1
percent annual average achieved during the post-war boom of 1992-95.

[[] US. Trade Balancs

Since the early 1990's, the government has made considerable progressin privatizing the economy and
implementing awide array of market-oriented economic reforms. El Salvador is now considered
among the most open economies in the region, with few sectors under government control. Few trade
barriers are maintained, and most U.S. goods face tariffs of between zero and 15 percent. The
promotion of foreign investment and the development of free trade zones have been mgor components
of El Savador’s economic strategy. Export companies operating in these zones are significant users of
Caribbean Bagin Initiative trade benefits. A Bilatera Investment Treety between El Sdvador and the
United States has been ratified by the U.S. Senate.

Commitment to WTO and FTAA: Through a process of economic and trade policy liberdization in
recent years, El Salvador has demongtrated a strong commitment to the obligations embodied in the
World Trade Organization agreements. The country is likewise actively engaged inthe FTAA
negotiations, often coordinating positions with other Central American countries. El Sdvador isa
strong supporter of regionad economic integration and participates actively in the Central American
Common Market (which aso includes Costa Rica, Guatemala, Honduras, and Nicaragua). Together
with Guatemaa and Honduras, El Sdvador concluded free trade agreement negotiations with Mexico
in 2000.

Protection of Intellectual Property. El Sdvador has made progressin protecting intellectua
property, including through implementation of commitments under the TRIPS Agreement and a bilatera
Intellectual Property Agreement with the United States. However, additional amendments to civil and
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crimina enforcement laws are required in order to bring El Salvador fully into compliance with TRIPS.
In addition, the requirements of the WIPO digital environment treeties have yet to be embodied in
Savadoran copyright law. In recent years, the Salvadoran authorities have shown a more vigorous
commitment to investigating and prosecuting instances of copyright violaions, dthough piracy levels
remain high, particularly with respect to computer software.

Provision of Internationally Recognized Worker Rights El Salvador’s labor code provides legal
protection for internationaly recognized worker rights, including rights of association and collective
bargaining. However, unions assart that employers frequently undertake reprisals againgt union leaders
and workers for engaging in union activities, and that legd requirements for union recognition are
excessve and impede union organization. The ILO has found some support for both of these
dlegaions. InJuly 2001, a U.S. Government delegation engaged in congtructive consultations with
Sdvadoran officids, particularly on issues related to freedom of association.

L abor-management relations are highly politicized and confrontationd, and reflect lingering dynamics
from years of civil war. Privatization of state enterprises has been a mgor source of friction, and union
organizations dlege that such privatizations often provide a pretext for dismembering established unions
in the privatized entities.

Labor protection laws and regulations apply equally to workersin export processing zones, though
union organizing effortsin these areas have had limited success. Mogt businessesin the zones are
subject to a growing number of private codes of conduct, which aso include some workers' rights
protection.

Employment of children under age fourteen is prohibited, but due to the high poverty rate, many
children work, primarily in agriculture and the informal sector. Education is compulsory through the
ninth grade (age 14) and free through high school. A recent survey found that seventeen percent of
urban children, and twenty-nine percent of rural children, age 7-17, were not attending school.

The minimum wage is set by executive decree based on the recommendations of a tripartite committee
representing labor, management, and the government. The minimum wage is generdly enforced in the
forma sector, though there are complaints that employersin the export processing zones sometimes fall
to pay legdly mandated wages and benefits. The maximum norma workweek is forty-four hours with
premium pay mandated for work in excess of that time. There are anumber of laws and regulaions on
workplace hedth and safety, but many are outdated and enforcement is weak.

Commitments to Eliminate the Worst Forms of Child Labor: While El Savador’s laws and
regulations generdly provide for enforcement againgt child Iabor in its worgt forms, monitoring activity in
the informa sector —where most child labor isfound — remains weak. Some government programs do
exig to remove children from commercid sexudly exploitative employment.
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In May 2000, the Labor Minigtry launched a new effort to diminate the worst forms of child labor, in
accordance with the country’ s commitments under ILO Convention 182, which was ratified on
October 12, 2000. To that end, the government has formed an interagency steering committee that
includes worker, employer and NGO representatives. The committee is developing a nationd Strategy
and project proposds for diminating the worst forms of child labor. El Savador has Sgned a
Memorandum of Understanding with the ILO Internationa Program for the Elimination of Child Labor
(IPEC) and is working with the ILO on various programs amed a phasing out exploitative child |abor.

Counter-Nar cotics Cooperation: El Savador isatrangt country for narcotics. The country is a party
to the 1988 UN drug convention, and has cooperated extensvely with the United States on counter-
narcotics matters. 1n 2000, the government established the Grupo Cuscatlan, an interagency body
incorporating eements of the civilian police and the military, which participated in three joint
eradication/interdiction/training exercises with the United States. The Government aso gpproved a
U.S. request to establish a Forward Operating Location (FOL) at El Salvador’s main airport.

Implementation of the Inter-American Convention Against Corruption: El Sdvador’'s Legidative
Assembly ratified the IACAC in August 1998. The government has introduced a number of anti-
corruption initiatives, including establishment of a specid unit in the Attorney Generd’s office, an office
of government ethics, and an internd affairs unit within the Nationa Civilian Police. There have been a
number of anti-corruption training seminars for judges, prosecutors, and police investigators. At aJuly
2001 conference hosted by the Organization of American States, the government committed itself to
focusng on five areas of reform: civil participation in the prevention of corruption; pend code reform to
avoid conflicts of interest; access to information smilar to the Freedom of Information Act; government
reporting and accountability; and the implementation of whistle-blower legidation.

Transparency in Government Procurement: A new government procurement law enacted in 2000
standardizes and customizes al Government of El Salvador procurement procedures and policies. The
law encompasses dl government branches, grants equa treatment to loca and foreign suppliers, and
has significantly enhanced transparency in the procurement process. The law crested ahigh leve unit
within the Minigtry of Finance to oversee design and supervison of dl government purchasing policies
and procedures.
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Economic Overview: The Guatemaan [] US. TraseRazncs

economy depends largely on agriculturd

production, including coffee, sugar and bananas. In recent years, tourism and apparel assembly have
become increasingly important as generators of income and foreign exchange. Since the signing of the
1996 Peace Accords that ended along civil war, Guatemala has adopted and maintained generdly
liberd, market-oriented economic policies. However, politicd tensons, a deteriorating security
environment, and frequent changesin regulatory and other policies are preventing Guatemaa from
achieving its economic potentid.

The economy grew by 3.3 percent in 2000, but was expected to dow considerably in 2001 duein part
to the dowing of U.S. economic growth and the effect of depressed globa coffee prices and high
petroleum cogts. Despite the implementation of the enhanced CBTPA benefits for appardl, some
gpparel assembly plants closed in 2001, citing the U.S. economic dowdown, increased energy and
labor costs, and unfavorable tax policies.

Guatema a suffers from one of the most serious income and wedth disparitiesin the Western
Hemisphere. The 1996 Peace Accords commit the government to follow policies that fight the roots of
poverty, including increased investment in health and education. The government has struggled to raise
adequate revenues to meet these Peace Accord obligations.

Commitment to WTO and FTAA: Guatemdan government ingtitutions have been chalenged to
implement the requirements of the Uruguay Round Agreements within specified time frames, but there is
evidence of acommitment to fulfill these obligations. Having missed the initid deadline for
implementation of TRIPS requirements, Guatemala bel atedly enacted patent and copyright legidation
consstent with the obligations of that agreement. In other areas, such as customs vauation, additiona
progressis needed.

Guatemdais activein the FTAA process, charing the Negotiating Group on Agriculture during the
May 2001-October 2002 phase of negotiations. Guatemalais amember of the Central American
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Common Market, and together with El Salvador and Honduras, concluded free trade agreement
negotiations with Mexico in 2000. In 2001, Guatemaa was negotiating trade agreements with Panama
and Canada, in conjunction with other members of the Centrd American Common Market.

Protection of Intellectual Property. Guatemala enacted TRIPS-consstent intellectua property
legidation in September 2000. Since that time, the government has sought to address weaknessesin
enforcement by appointing a gpecia prosecutor to handle violations of intellectud property, and a
number of cases have been pursued. Resource congraints and lack of training continue to impede
enforcement efforts, however, and piracy of works protected by copyright and infringement of other
forms of intellectud property remain aproblem. The Government of Guatemaa continuesto be a
magor user of unlicensed software, for example.

Provision of Internationally Recognized Worker Rights  Violence againgt workers and their
representatives in Guatemaa, and legd impunity in cases of such violence, have been matters of long-
ganding U.S. concern. In designating Guatemaa as a CBTPA Beneficiary Country in October 2000,
the United States announced that a special review of Guatemad s trade preferences under the CBI and
GSP programs would be conducted in 2001. That review, conducted in the spring of 2001, generated
an extensve and productive engagement between the U.S. and Guatemala on outstanding concerns.

During the course of the review, the Guatemaan Government enacted important reformsto the
country’s labor laws, providing enhanced protection for workers against employer reprisa for engaging
in union activities, facilitating the organization of unions and conduct of collective bargaining, and
providing stronger enforcement capabilitiesto the Ministry of Labor. During the review, the
Guatema an Government aso engaged directly with a specid mission of the International Labor
Organization (ILO). The review’sfocus on thetrid of those accused of mounting an October 1999
vigilante attack againgt members of a bananaworkers union led to amixed concluson. While the
judicid process resulted in convictions— an unusua outcome in such cases — pendtiesimposad on
those convicted were consdered very light. The Government subsequently announced it would apped
the sentences. The U.S. Government’ s review was sugpended in May 2001 with positive note of the
actions taken by Guatemdan officids. The U.S. aso indicated that it would continue to monitor closely
labor practicesin Guatemda, including implementation of the legd reforms.

The Condtitution and labor code provide rights of association and collective bargaining to workers.
Though labor laws gpply equaly in export processng zones asin the rest of the country, union
organizing efforts in the zones have been strongly resisted by employers. When combined with the
inadequacy of labor laws and their enforcement, these efforts have effectively excluded union
organization from the zones. Effective implementation of recent revisons to Guatemdan labor law may
address some of these challenges. Forced and compulsory |abor are congtitutionaly prohibited and
generdly do not exist in practice.
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The law prohibits the employment of children under age fourteen. Though the law provides for
compulsory education through the sixth grade, only about one-haf of children actually complete primary
school.

The Ministry of Labor oversees a tripartite committee with labor and management representation,
which makes recommendations for increases in the minimum wage. In the event that agreement is not
possible, the Government may decree such increases. Enforcement of minimum wagesis week,
epecidly in the agricultura sector.

The standard workweek is forty-four hours, but there are credible alegations that workers are often
compdlled to work longer hours, often without overtime or premium pay. Occupationd hedth and
safety standards are inadequate and weakly enforced due to alack of resources. Many of the
provisons of the gpplicable law — which dates back to 1957 — are archaic, making implementation
problematic. However, the Labor Minigtry provides training courses for labor ingpectors in hedth and
safety sandards, and has given such training a higher priority despite scarce resources. Workers have
the legd right to remove themselves from dangerous workplace situations, and the law provides them
with protection for their continued employment. However, few workers are willing to jeopardize their
jobs by complaining about unsafe working conditions.

Commitments to Eliminate the Worst Forms of Child Labor: Guatemdaratified ILO Convention
182 on October 11, 2001. The government is taking steps to implement its commitments under the
Convention, in order to address systemic problemsin thisarea. The Labor Ministry administersa
“Nationa Program for the Prevention and Eradication of Child Labor and Protection of Adolescent
Workers” and cooperates with programs run by non-government organizations to combat child labor.
Guatemala has Sgned a Memorandum of Understanding with the ILO Program for the Elimination of
Child Labor (IPEC) and isworking with the ILO on various programs aimed at phasing out exploitetive
child labor. In December 2000, the UN Mission in Guatemaa (MINUGUA) found that 34 percent of
children between the ages of 7 and 14 work, generdly in the informa and agricultural sectorsor in
family enterprises. Between 3,000 and 5,000 children were employed in the illegdl cottage-based
fireworksindustry, despite legd protections against employment of children in dangerous occupations.
Trafficking of children into progtitution is aso an ongoing problem, and one the government is taking
steps to address.

Counter-Nar cotics Cooper ation: While till considered amgor transshipment point for cocaine
destined for the United States, Guatema a has supported U.S. counter-narcotics initiatives over the
years. The government has increased the size of its anti-narcotics police force and has created specia
narcotics prosecutors and judges. It dso passed a set of narco-trafficking laws that make dealing with
narcotics cases much easer. The Guatemalan Congress enacted comprehensive money-laundering
legidation effective November 15, 2001. Despite arecord of broad cooperation, certain problems
remain, including high turnover among narcotics police, corruption, and limited resources. The U.S.
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Government continues to work with Guatemaa to advance development of comprehensive training
programs to improve performance of the country’ s narcotics enforcement agents.

Implementation of the Inter-American Convention Against Corruption: The Guatemaan Congress
goproved the IACAC in May 2001, and President Portillo deposited the instrument of ratification with
the Organization of American Statesin July 2001. There remains a degp-seated and pervasive legecy
of corruption affecting a broad range of Guatemdan inditutions. Ongoing government commitment and
congderable time will be required to address these challenges effectively.

Transparency in Government Procurement: Government procurement is regulated under a 1992 law
which establishes procedures to be followed by nationd and local government entities and quasi-date
enterprises. Though the legidation is comprehengive in scope, bidding and other transparent
procedures are often avoided in cases where a project is declared to be of “nationa urgency.” In
recent years, the Guatema an Government has established large “socid funds’ which often fal outside
the scope of government procurement laws. Allegations of corruption in procurement are not
uNCOMMON.
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policies have taken place within the context

of an economic recovery plan under IMF

auspices. Under this plan, the government has pursued a conservative fiscd policy. Debt relief has
been amgor preoccupation of government policy; Guyand s participation in the Paris Club and Highly
Indebted Poor Countries (HIPC) initiatives has brought down Guyana s debt, athough debt payments
remain high as a percentage of gross domestic product. The economy contracted by 0.8 percent in
2000, and acomparable level of performance was expected in 2001.

Commitment to WTO and FTAA: Guyana has demongrated a generd commitment to undertaking its
obligations under the WTO agreements, although the country lags behind in the process of updating
domestic laws and trade palicies to reflect those obligations. Guyana participatesin the FTAA
negotiations, in coordination with other members of the Caribbean Community (CARICOM).
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Protection of Intellectual Property. Guyana continues to lack an adequate lega framework for the
protection of intellectua property, and ingtitutiona capacity to enforce the provisons of existing laws
remainswesk. The government has prepared new copyright legidation, which was awaiting
parliamentary consideration in late 2001. A new patent law was aso being developed in 2001.
Unauthorized use of music and video products is widespread, and locd television stations regularly
transmit copyright-protected materia without proper licensing.

Provision of Internationally Recognized Worker Rights The Condtitution guarantees labor rights of
association and collective bargaining and about 34% of the workforce belongsto unions. A new law
that requires employers to recognize a union eected by the mgority of employees in aworkplace has
not yet been effectively implemented. Thereisatradition of close links between paliticd parties and
labor unions.

Forced and compulsory labor are congtitutionaly prohibited, and there is no evidence that such
practices exist. New child labor legidation was enacted in 1999, establishing a minimum age of 15 for
basic employment. The law redtricts to the age of 18 or higher employment in hazardous aress, such as
mining, congtruction and sanitation services. Many children work in the informal sector, such asin
dreet trading. Though the government provides free education through secondary schoal, the lack of
resources and a deteriorating infrastructure limit educational opportunities.

The Labor Act and the Wages Councils Act dlow the Labor Minister to set minimum wages for
various categories of private employers. However, thereis no legidated nationd private sector minimum
wage. The minimum wage in the public sector was increased during 1999 as aresult of an arbitration
ruling. Enforcement isweak and many workersin the private sector are paid less than what is required
legdly. The maximum workday is eight hours, and the maximum workweek is forty-four hours, with
overtime and premium pay mandated for work in excess of those maximums. The Factories Act
establishes safety and hedlth standards, which are enforced by the Ministry of Labor. Enforcement is
weak, however, due to inadequate resources.

Commitments to Eliminate the Worst Forms of Child Labor: Guyanaratified ILO Convention 182
on January 15, 2001. Child labor laws do not gpply to employment in small-scale or family holdings
producing for local consumption.

Counter-Nar cotics Cooperation: Guyanais a transshipment point for South American cocaine on its
way to North America and Europe, dthough there is no evidence that the cocaine entering the U.S.
from Guyanais sufficient to warrant Guyana being placed on the list of mgor narcatics producing and
trandt states subject to certification under Section 490 of the Foreign Assistance Act. Guyana
cooperated with U.S. counter-narcotics efforts through implementation of the 1997 Caribbean-U.S.
Summit Justice and Security Action Plan, and in 2001 sgned a maritime counter-narcotics law
enforcement agreement with the U.S.
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Implementation of the Inter-American Convention Against Corruption: Guyana hasratified the
IACAC, and bribery is established as a crimina offense under Guyanese law. The government has
periodicaly prosecuted government officias for corruption, with mixed success.

Transparency in Government Procurement: Current procedures for government procurement lack
basic trangparency protections, resulting in an environment with a high potentia for corruption and
manipulation related to government contracting.

Haiti
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Wesk ingtitutions, lack of resources, and a - )

series of palitica crises have diminished the

government’ s cgpacity to adjust trade regulations, enforce existing laws, or otherwise take effective
action in the areas covered by the CBI digibility factors. The CBI is promoting Haiti’s only current
sgnificant engine for economic production, the assembly sector, and participants in this sector have
displayed a heightened awareness of CBI digibility criteria, including those regarding labor practices.

Economically, Haiti remains the poorest and least developed country in the Western Hemisphere. The
United Nations has consstently ranked it as one of the worst in terms of health education, and other
measures of human development. Economic growth (1.2 percent in 2000, falling to a projected 1
percent in 2001) has not kept pace with population growth. Inflation and unemployment (roughly 65
percent) remain high. Seventy-five percent of the population lives below the poverty line; literacy stands
at about 50 percent. Anirregular parliamentary eection in May 2000 has resulted in the suspension of
hundreds of millions of dollarsin bilaterd and multilatera economic assstance,

Commitment to WTO and FTAA: Haiti has ageneradly open trade regime, but successive politica
crises have prevented the nationd legidature from bringing Haiti into technical compliance with many
WTO obligations. The Hatian Parliament has not ratified legidation that would make the country afull
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member of the Caribbean Community (CARICOM). While Haiti is represented among the 34
countries participating in the FTAA process, the level of ongoing participation in the work of the various
negotiating groups has been minimal.

Protection of Intellectual Property. Haiti’s mgor laws governing intellectud property protection date
from the early- to mid-20th century and have not been updated to reflect the provisions of the TRIPS
Agreement. Limited manufacturing cgpacity meansthat pirecy activity is limited, dthough illegd
broadcasts of copyrighted motion pictures occur occasonaly on Haitian television, in spite of laws
prohibiting such broadcasts. Wesak judicia ingtitutions result in poor enforcement and erode the
protection offered by current statutes.

Provision of Internationally Recognized Worker Rights The Congtitution and the labor code
provide the right of free association to both public and private sector workers, and nine union
confederations represent about 5% of Haiti’s 2.8 million workforce. Persistent high unemployment and
anti-union sentiments among factory owners, and some workers, has limited successful organizing
activities by unions. Though the law prohibits reprisas againgt workers who engage in union activities,
unions report that such reprisas frequently occur and the law is poorly enforced. Collective bargaining
isvirtualy non-existent and employers usualy set wages unilaterdly. Workersin export processng
zones enjoy the same rights as workers dsawhere in the country, though their working conditions are
usudly better than outsde the zones. There is sSome evidence that the few Haitian companies using CBI
benefits are more sengtive to labor standards, due in part to an awareness of the digibility criteria
related to the CBI preferences.

The minimum employment age is fifteen (twelve for domestic employment), and minors are prohibited
from working in dangerous conditions and working a night in industrid enterprises. Fierce adult
competition for the few available jobs in the industrid sector ensures that child labor is not afactor in
the forma economy, but many children work in the rurd and informa sectors. Some young children
areforced to work as unpaid domestic servants. Though the law provides for free and compulsory
primary education, about 40% of children never attend school due to extreme poverty, and are further
dissuaded by nomina education fees.

A national minimum wage has been s&t, but does not apply to domestic work, where many women and
children are employed, or in the agriculturd sector, where the mgority of the population engagesin
subsistence agriculture. The standard workday is eight hours, and the standard workweek is forty-eight
hours. Safety and hedth sandards are generdly enforced in the formd industrid sector, but are
considered problematic esawhere, particularly in construction.

Commitments to Eliminate the Worst Forms of Child Labor: Haiti has not ratified ILO Convention
182. The country has sgned a Memorandum of Understanding with the ILO International Program for
the Elimination of Child Labor (IPEC) and is working with the ILO on various programs aimed at

phasing out exploitative child labor. The legd minimum age for employment is 15 and the law prohibits
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minors from working in dangerous conditions and at night in indudtria enterprises. However, child
labor does exist in theinforma sector and in agricultural production. The most widespread exploitation
of children occurs through the common and widdly accepted practice of wedthier families using poor
provincia children as unpaid domestic servants. There is growing awvarenessin Haiti of the cruelty of
this practice, but lack of government enforcement efforts and resources mean that it islikely to perdst
for sometime.

Counter-Nar cotics Cooper ation: Haiti’s week law enforcement inditutions have not permitted the
kind of efforts necessary to meet stiff requirements for counter-narcotics certification. The country
received anationa interest waiver to the certification requirements in March 2001.

Implementation of the Inter-American Convention Against Corruption: Haiti’s parliament has
ratified the IACAC, but notification has yet to be published in the public record. In April 2001, the
parliament passed legidation to strengthen anti-money laundering measures. Corruption remains
widespread in most aspects of Haitian economic and politicd life.

Transparency in Government Procurement: Government procurement is limited due to alack of
funding. For smal and Haitian-funded contracts, procurement is generdly biased towards insgders and
locd firms. For large and externa ly-funded procurements, sealed bidding procedures generdly apply
and the process is often more transparent because of requirements imposed by providers of funds.
Honduras
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2000, Honduran economic performance

returned to pre-Mitch levels, with GDP growth of 4.7 percent. Estimates for 2001 indicate economic
growth of between 3.5 and 4 percent. Low world coffee prices have battered Honduras' second
biggest merchandise export and important generator of foreign exchange in 2001.



Since the enactment of the CBI, Honduras appard assembly industry has recelved significant amounts
of U.S. investment, and the country has emerged as one of the top globa suppliers of appard to the
U.S. import market. However, the dowing of U.S. economic growth through most of 2001 has dso
affected Honduras' export assembly sector, particularly in terms of apparel exports. The appare
industry suffered severd factory closures and eight thousand lost jobs in 2001, after ten years of
sugtained growth.

Commitment to WTO and FTAA: Honduras has made progress on implementing its obligations under
the Uruguay Round Agreements, including in the area of intellectud property protection. However,
Honduras has frequently adopted positions sharply at odds with key U.S. objectivesin the World
Trade Organization.

Honduras participates in the FTAA process, often coordinating its positions with those of other Centra
American countries. Honduras has aso pursued other regiona trade agreements, including afree trade
agreement with Mexico which took effect in June 2001. A trade agreement with the Dominican
Republic is awaiting gpprova from the Honduran Nationa Congress, and negatiations with Chile were
gpproaching conclusion in late 2001. Along with other Centrd American countries, Hondurasis
pursuing a possible free trade agreement with Canada.

Protection of Intellectual Property: Honduras has complied for the most part with the requirements
of the TRIPS Agreement, with needed amendments to patent and copyright laws enacted in 1999.
Adoption of two additional TRIPS-complying measures, governing integrated circuit designs and plant
variety protection, was sill pending as of late 2001. In addition, the Congress was consdering
ratification of WIPO tresties governing copyrights and performances and phonograms. Past problems
with broadcast piracy have been largely corrected, and the government continues to monitor television
gationsfor indications of piracy. In addition, the government has cooperated with U.S. copyright
industry contacts to promote training of judges and public prosecutors in the implementation of
Honduras' intellectua property laws. The United States and Honduras have completed most of the
necessary work on a bilaterd intellectual property agreement, and both governments continue working
to conclude the agreement by early 2002.

Provision of Internationally Recognized Worker Rights Honduran labor law protects rights of
association and collective bargaining, though enforcement has been uneven, and there are widespread
reports of dismissa and other reprisas againgt workers for engaging in union activities. Thereare dso
credible reports of blacklisting of union activists by employers, particularly in export processing zones.
Collective bargaining is usudly practiced in enterprises where a union is organized.

A 1995 agreement between the Ministry of Labor and USTR sought better enforcement of labor laws,
and there have been some improvements, particularly in inspections. However, the Government has
not fully implemented the commitments it undertook in the 1995 agreement with respect to revising
labor laws and their enforcement, particularly in the export processing zones, and unions argue that the
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laws and their enforcement remain inadequate. Though labor laws apply equaly in export processing
Zones as dsawhere in the country, union organizing efforts in the zones have had only limited success.
Honduras' maquiladora (assembly plant) trade association has sponsored several meetings between its
members and mgor labor organizations, culminating in the signing of a code of conduct for the
association’s members.

The law prohibits forced or compulsory labor, and aso prohibits the employment of children under age
Sxteen, except in cases where their |abor is indispensable to the family’ s well-being and does not
interfere with school. Children 14 years and younger are prohibited from working even with the
permission of parents. However, the law is not effectively enforced and it is estimated that 350,000
children areillegdly employed, primarily in family farms, smdl-scale businesses and commerce,
congtruction, and as street vendors. Though the government provides free compulsory education
through age 10, it is estimated that about 175,000 children per year fal to receive schooling of any
kind. The Government has aso indtituted a variety of socid programsto prevent illega child labor,
including U.S. funded programs with the ILO’s Internationd Program for the Elimination of Child Labor
(IPEC).

Different minimum wages apply to different sectors, but the Ministry of Labor lacks the resourcesto
enforce them effectively. The maximum workday is eight hours and the maximum workweek is forty-
eght hours, with premium pay mandated for worker in excess of the maximums. Many employers
ignore these requirements, however, and enforcement isweak. The Minigtry of Labor is respongble
for enforcing workplace health and safety standards, but lacks the resources to do this effectively.

A U.S. Government delegation consulted with Honduran officias regarding labor practices during a uly
2001 vigt to the country. The Honduran Government participated congtructively in these meetings.

Commitments to Eliminate the Worst Forms of Child Labor: Honduras ratified I1LO Convention
182 on October 25, 2001. The government has put in place laws and regulations to combat the worst
forms of child labor, and, through a specid commission, isworking towards a comprehengve policy for
the eimination of such forms of child Iabor. The Ministry of Labor has established formd inditutiona
mechanisms to investigate and address complaints relating to dlegations of the worst forms of child
labor. However, the Minigtry is under-staffed and under-funded, and is not able to respond quickly
and effectively to dl complaints. The government has dso initiated a variety of socid programsto
prevent illega child labor. Honduras has sgned a Memorandum of Understanding with the ILO's
International Program for the Eradication of Child Labor (IPEC) and isworking with the ILO on
various programs aimed at phasing out exploitative child |abor.

Counter-Nar cotics Cooperation: Honduras is a transshipment point for narcotics moving from South

Americato the United States. A hilateral counter-narcotics maritime agreement was Sgned in March
2000 and entered into force in early 2001. The agreement provides for joint U.S.-Honduran counter-
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narcotics patrols, overflights and information sharing. Honduras has fully met the counter-narcotics
cooperation criteria established in the Foreign Assstance Act.

Implementation of the Inter-American Convention Against Corruption: Honduras sgned and
ratified the IACAC in May 1998. Despiteits Sgnatory status, Honduras current juridical and political
framework lacks important eements to effectively curb corruption. U.S. development assistance
programs in Honduras fund severa anti-corruption projects.

Transparency in Government Procurement: In September 2001, Honduras enacted a new state
contracting code. The new law appliesto al public bids, concessions and government-contracted
consulting services. The law aso creates a publication that will make information about al government
procurement available to the public. The United States has encountered resistance from Honduras in
efforts to negotiate, in the WTO, an agreement on trangparency in government procurement practices.
Primarily for this reason, snce 1999 Honduras has been denied awaiver of “Buy Americd’ provisons,
granted to certain CBI countries, alowing them to be treated as “eligible’ producers for purposes of
U.S. government procurement.

Additional Issues

Expropriation: Over 150 property and investment disputes involving U.S. citizens have been registered
with the U.S. Embassy in Honduras. Most of the clamsinvolve the Honduran National Agrarian
Ingtitute and land invasion by squatters. There are aso numerous other investment disputes involving
U.S. investors, the mgority of which have arisen from inadequate titling procedures and involve
disputes between U.S. citizens and private Honduran citizens. On July 12, 2001, a Bilatera Investment
Treaty between the United States and Honduras entered into force. The treaty provides for equa
protection under loca law for U.S. investors and permits expropriation only in accordance with
internationd legd standards.

U.S.-JAMAICA TRARE (Millinn $4)
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It hasasmal but diversified economy and reatively significant natura resources. Jamaica continuesto
recover from a serious financid crisisin 1997. Following four years of economic contraction, the
economy began a modest recovery in 2000, boosted by growth in construction and the financid,
tourism, and trangportation services sectors. Growth remains below one percent, however. Debt
service continues to pose mgor chalenges for the government.

Jamai ca has benefited modestly from CBI benefits. The country’s once-substantial garment assembly
sector has declined congderably since the mid 1990's, however. Jamaica actively sought the enhanced
benefits of the CBTPA, and hopes to achieve some recovery in the gpparel sector as aresult of those
preferences. In recent years, the process of CARICOM integration has led to an expansion in
Jamaica s trade with its Caribbean neighbors, particularly Trinidad and Tobago.

Commitment to WTO and FTAA: Jamacaisin the process of implementing its Uruguay Round
obligations. The country’s commitments under the Customs Va uation Agreement were implemented in
2001. Certain requirements of the TRIPS Agreement have not yet been reflected in Jamaican law, but
the government has prepared legidation to address these deficiencies. Jamaica participated actively
and congtructively in preparations for the 2001 WTO Minigterid Conference.

Jamaicais a strong proponent of Caribbean economic integration through the Caribbean Community
(CARICOM) and participates actively in the FTAA processin coordination with other CARICOM
members. Jamaica has been particularly outspoken in caling for provisonsto addressthe
circumstances of the smaler economies of the Western Hemisphere. Jamaicaand CARICOM have
aso taken a particular interest in the FTAA sarvices negatiations, in light of the important economic
contribution of servicesin the region’s economies.

Protection of Intellectual Property. The Jamaican Government has taken considerable steps to
provide effective enforcement of the country’ s exigting intellectud property laws. Jamaican courts have
ruled in favor of foreign (including U.S)) rights-holdersin cases brought againgt Jamaican companies
and individuals. Thekey current shortcoming in Jamaica s intellectud property regime is the fact that
the patent law has not been amended to conform to the requirements of the TRIPS Agreement and of
its bilaterd Intellectual Property Agreement with the United States. As of late 2001, draft amendments
to the patent law were awaiting action by the parliament. Trademark and copyright Satutes are
generdly consdered to meet TRIPS standards.

Provision of Internationally Recognized Worker Rights Internationally recognized worker rights are
afforded generdly good legd protection and Jamaica has an active union movement that represents
about fifteen percent of the workforce. Collective bargaining is practiced, though a union seeking
representation rights must demonstrate support by at least 50% of workers in the workplace. Jamaican
law neither authorizes nor prohibits the right to strike, and strikes do occur.  Striking workers can
interrupt work without legd liability, but cannot aways be assured of keeping their jobs. Domestic
labor laws gpply equaly to export processng zones, though no unions have been organized in that
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sector. Unions atribute this to strong employer resistance and the establishment of employer controlled
“workers councils which conduct limited worker representation.

The law prohibits the employment of children under age twelve, except when employed by a parent or
guardian in domestic, agricultura, or horticulturd work. Children between ages 6-11 mugt attend
elementary school. Many children work at home instead, due to poverty and to avoid payment of
school fees, and it is estimated that 4.6% of children below sixteen years of age work to support their
families

The Government sets aminimum wage. Mogt workers are paid more than the legd minimum, except in
the tourism industry. Workers who work more than eight hours aday or forty hours per week are
entitled to overtime compensation. Safety and hedlth standards are considered adequate, but
enforcement is often lacking.

Commitments to Eliminate the Worst Forms of Child Labor: Child labor in itsworst formsis not
believed to represent a sgnificant problem in Jamaica. There are no reports of forced or compulsory
labor for either adults or children. The Government of Jamaica has not yet ratified ILO Convention
182, regarding elimination of the worst forms of child labor. However, Jamaicahas sgned a
Memorandum of Understanding with the ILO Internationa Program for the Elimination of Child Labor
(IPEC) and isworking with the ILO on various programs amed a phasing out exploitative child |abor.

Counter-Nar cotics Cooperation: Jamaicaisamgor trandt point for South American cocaine as well
asthe largest Caribbean producer and exporter of marijuana. Jamaicaisincluded inthe U.S.
government’s list of mgjor illicit drug producing or drug-trangit countries. In March 2001, President
Bush certified that Jamaica had cooperated fully with the United States to achieve the objectives of the
1988 UN Drug Convention.

Implementation of the Inter-American Convention Against Corruption: Jamaica completed
ratification of the IACAC in March 2001.

Transparency in Government Procurement: Jamaica s tendering and contracting processes can be

tedious and bureaucratic. There are not, however, credible indications of widespread bribery or
corruption in the government procurement process.
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in moving from a centralized to a market-

oriented economy. The country has liberalized its foreign trade regime, fostered the growth of aFree
Trade Zone (which doubled production capacity and employment in the 1999-2001 period), brought
inflation under control, and eliminated foreign exchange controls. Following strong growth of 7.4
percent in 1999, the economy dowed to 4.3 percent expansion in 2000, with the expectation of a
further decline in 2001, to less than 3 percent growth.

Despite recent progress, the economy remains chalenged by avariety of structura problems, including
ongoing recovery from a devadtating hurricane in 1998 and a heavy load of external debt. Nicaragua
continues to seek forgiveness of debt under the aegis of the Heavily Indebted Poor Countries (HIPC)
initigtive.

Nicaragua remains heavily reliant on agriculture. Agriculture, construction and the export production of
the country’ s free trade zones have led Nicaragua s recent economic growth. The manufacturing base
remains limited, and the country is dependent on imports for most manufactured, processed, and
consumer items.

Commitment to WTO and FTAA: Nicaraguais making generdly good progressin implementing its
obligations under the WTO. The WTO's Trade Policy Review Body examined Nicaraguan trade
policy in October 1999. The review acknowledged Nicaragua s autonomous efforts at tariff reduction
and other eements of trade liberdization, concluding that the country had become amore open and
secure market for trading partners as aresult of these measures. Neverthdess, Nicaraguais behind
schedule in fulfilling some of its obligations under the Uruguay Round Agreements. Notably, Nicaragua
has not yet implemented the WTO Customs Vduation Agreement (CVA), faling to comply with a
September 2000 deadline. Implementing regulations to adapt Nicaraguan practice to CVA disciplines
were pending in late 2001, with no firm date for compliance.
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Nicaragua participates actively in FTAA negotiations. The country holds the post of Vice Chair of the
FTAA'’s Consultative Group on Smaler Economies during the May 2001-October 2002 cycle of
FTAA work. The Government of Nicaragua hosted the ninth meseting of the FTAA Vice Minigerid-
level Trade Negotiations Committee, held in Managua in September 2001.

Protection of Intellectual Property: Nicaragua has made progress in recent yearsin the legd
protection of intellectud property, but does not yet have afully effective enforcement regimein place.
Nicaraguasgned abilatera intellectud property rights agreement with the United States in January
1998; when fully implemented, this agreement will afford protection surpassing that provided under the
WTO TRIPS agreement. Since 1999, the government has updated legidation protecting copyrights,
plant varieties, integrated circuit design, telecommunication Sgndls, trademarks and patents.
Government ingtitutions have only begun to enforce these laws, but at least one successful raid on
vendors of pirated goods was conducted in mid-2001.

Provision of Internationally Recognized Worker Rights The Congtitution provides for the right of
workersto organize into unions and this right was affirmed in the 1996 labor code. All private and
public sector workers, except the military and police, may join unions. Theright to strike is protected,
but procedures are long and cumbersome. Thisresultsin illega strikes, which leave workers and union
leaders vulnerable to dismissa or other reprisds. The law provides specid protection for union leaders,
but any worker may be dismissed by a company for any reason by paying double the statutorily
mandated severance payments. Many employers avall themsalves of this measure to defeat
unionization efforts.

The Condtitution provides for collective bargaining, and it iswidely practiced. Though the |abor law
goplies equdly in Nicaragud s free trade zone, union organizing efforts have encountered strong
employer opposition in that sector. There have been severa widely publicized cases of reprisas by
employers againgt workers who attempt to organize, and employers have reportedly benefited from the
conduct of illegd strikes, which enables them to fire the drikers. In response to longstanding
complaints by union representatives, in 1997 the Labor Ministry opened an office in the Managua Free
Trade Zone to ensure that the labor code is enforced.

Children age 14-16 can work only with their parents permission, and restrictions on work hours apply.
However, due to widespread poverty and weak enforcement, these prohibitions and restrictions are
gpplied effectively only in the forma sector of the economy. Education is compulsory through the sixth
grade, but thisis not enforced and the government dedicates insufficient funding for primary education.

The minimum wage is set through tripartite (business, government, and labor) negotiations, and must be
gpproved by the Legidative Assembly. Most urban workersin the formal sector earn wages well above
the minimum. The minimum wage does not gpply, however, to the informa and agricultura sectors,

where the mgority of people work for incomes below the poverty line. The maximum workday is eight
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hours and the maximum workweek is forty-eight hours. Though the labor code sets safety and hedth
standards, the Government lacks the resources for their adequate enforcement.

A U.S. Government delegation consulted with Nicaraguan officids regarding labor practices during a
July 2001 vist to the country. The Nicaraguan Government participated congtructively in these
meetings.

Commitments to Eliminate the Worst Forms of Child Labor: Nicaraguaratified ILO Convention
182 on November 6, 2000. Although Nicaragua has comprehensive legidation prohibiting child labor,
structurd and economic chalenges have prevented its eradication. The government has made notable
progress in combating child labor in the forma economy, but progress has been much more limited with
respect to the extensive informal sector.

Nicaragua has signed a Memorandum of Understanding with the ILO International Program for the
Elimination of Child Labor (IPEC) and is working with the ILO on various programs amed & phasing
out exploitative child labor. The government has established a Nationa Commission to Abolish Child
Labor and Protect Minors a Work, co-chaired by the Nicaraguan Firgt Lady and the Minister of
Labor. Loca non-government organizations and private representatives participate in the
Commission’s mandate to implement a nationa plan for reducing the incidence of child labor in
Nicaragua. 1n 1999, the Ministry of Labor established a child labor ingpection unit to monitor hedlth
and occupationd safety in the agricultura sector.

Counter-Nar cotics Cooperation: Nicaraguais not currently listed as a*mgor narcotics trafficking
gate’ and is not subject to certification under Section 490 of the Foreign Assistance Act of 1961. The
Nicaraguan Nationa Police are generdly effective in their efforts to combat transshipment of drugs
through Nicaraguan territory, but limited resources impose congraints.

Implementation of the Inter-American Convention Against Corruption: Nicaraguaratified the
Convention in May 1999.

Transparency in Government Procurement: A new law on government procurement took effect in
January 2000. The current lega framework applies transparent, nondiscriminatory and competitive
procedures in government purchasing.

Additional Issues

Expropriation/Arbitral Awards. The fdlout from Sandinista-era property confiscations continues to
affect thousands of individuds, including many American citizens, whose homes, farms, bank accounts
and other assets were seized in the 1980s. Nicaragua has made continuing progressin resolving
outstanding claims. Over 900 American citizen clamants have formaly requested U.S. Embassy
assistance in the past decade, covering more than 2,500 separate claims. Between January 1995 and
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October 2001, atotal of 1,693 of these clamswere resolved. There are no known instancesin which
the Government of Nicaragua has failed to recognize an arbitra award on behaf of aU.S. citizen.

Panama 11.5.-PANAMA TRADE (Million 3$)

Population: 2,845,647
Per Capita Income: $3,260

Department of Commer ce 2000
Trade Satistics:

U.S. Exports: $1,501,429,000
U.S. Imports: $296,917,000

U.S. Trade Balance: $1,204,512,000 [ US.Expute
B us.mpate
Economic Overview: Panama's economy is [ ] US. TradeBalznc=

services-based, heavily weighted towards

maritime transportation, banking, commerce and (to alesser degree) tourism. Trade and financid ties
with the United States are close. Since the mid-1990's, Panama has attracted mgor investmentsin the
multi-modal transportation, telecommunications, and energy sectors.

Despite this recent investment, Panama s economy was performing weakly in 2001, with projected
growth for the year faling below 2 percent. The economic dowdown has affected tax revenues,
complicating the government’ s ba anced budget god, and has aso brought about higher unemployment.

Commitment to WTO and FTAA: Panama completed its accesson to the WTO in 1997. As part of
the accesson process, Panama s government indtituted a number of sgnificant trade policy reforms,
including reduced tariffs and non-tariff barriers, eimination of production subsdies, greater disciplinesin
the area of competition policy, and strengthened protection of intellectud property. Some of this
progress has, however, been reversed since late 1999. Tariffs have been increased and non-tariff
barriers erected with respect to agricultural and food products. Problemsin the area of sanitary and
phytosanitary measures have been of particular concernto U.S. exporters. Despite these sectord
concerns, however, Panamais generaly more open to imports of goods and services than was the case
prior to its WTO accesson, with tariffs among the lowest in the region.

Panama has been an outspoken advocate of the FTAA process, and has played akey role in the
process by hosting the adminigtrative secretariat of the FTAA and serving as the Site for the negotiations
during the March 2001-February 2003 period. The country serves as Vice Chair of the FTAA
Committee of Government Representatives on the Participation of Civil Society during the May 2002
to October 2002 phase of the negotiations. Panamais dso actively pursuing free trade negotiations
with the five countries of Centra American and istrying to revive ddled talks with Mexico
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Protection of Intellectual Property. Intdlectud property protection in Panama has improved greetly
since the mid-1990s, when the country passed severd strong new laws and began enforcing them
vigoroudy. By virtue of acceding to the WTO as a developed country, Panama was obliged to have
TRIPS-compliant legidation in force immediatdly upon its accessonin 1997. Industry representatives
and lega experts are in broad agreement that Panama has made progress in setting intellectud property
protection standards above the minimum afforded under TRIPS.

Provision of Internationally Recognized Worker Rights The law protects the right of private sector
workersto organize and join unions, though unions must be registered by the government. About ten
percent of the workforce is organized. Mogt civil servants may join unions and bargain with their
respective agencies. Workers employed by the Panama Cana Authority may join unions and bargain
callectively, but are prohibited from driking.

Collective bargaining is protected by law for private sector workers and iswidely practiced. Inthe
public sector, only asmadl proportion of civil servants may bargain collectively and strike. The minimum
wage law does not gpply in export processing zones, and the government has issued a number of
decrees that have precluded effective union organization in the zones, including by redtricting strikes and
permitting negotiations with workers who are not represented by aunion. Unions assert that this latter
practice results in negotiations with employee groups that are dominated by employers.

The employment of children under age fourteen is prohibited by law. Children under age fifteen may
work only if they have completed primary school. It isestimated that 11 percent of children between
the ages of 10-17 work. Thisis particularly problematic in the agricultural sector among indigenous
populations. Education is compulsory through the equivaent of the ninth grade, but enforcement and
compliance are uneven.

The labor code establishes minimum wages by regions and industries. Maost urban workers employed
in the forma sector are paid the legal minimum or more. However, thirty-nine percent of the population
work in the informd sector and earn well below the minimumwage. Thisis particularly truein the rurd
economy. The Labor Code establishes a standard workweek of 48 hours and provides for at least
one 24-hour rest period weekly. The Ministry of Labor enforces workplace health and safety laws,
though the emphasisis more on safety rather than long-term hedth.

Commitments to Eliminate the Worst Forms of Child Labor: On October 31, 2000, Panama
ratified ILO Convention 182, addressing the worst forms of child labor. Panamahas signed a
Memorandum of Understanding with the ILO Internationa Program for the Elimination of Child Labor
(IPEC) and is working with the ILO on various programs amed a phasing out exploitative child |abor.
Panama has developed a strong legd framework to combat the worst forms of child Iabor, including a
prohibition on employment of minors under the age of 18 in hazard