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SepreEMBER 27, 1984.—Committed to the Committee of the Whole House on the State
of the Union and ordered to be printed.

Mr. RosTENKOWSKI, from the Committee on Ways and Means,
' submitted the following

REPORT
{To accompany H.R. 6023]

(Including cost estimate of the Congressional Budget Office)

The Committee on Ways and Means, to whom was referred the
bill (H.R. 6023) to amend the Trade Act of 1974 to renew the au-
thority for the operation of the Generalized System of Preferences,
and for other purposes, having considered the same, report favor-
ably thereon with an amendment and recommend that the bill as
amended do pass.

The amendment strikes out all after the enacting clause of the
bill and inserts a new text which appears in italic type in the re-
ported bill.

BACKGROUND AND PURPOSE

Statutory authority for the U.S. Generalized System of Prefer-
ences (GSP) is set forth in Title V of the Trade Act of 1974. Title V
specifies criteria for determining GSP country and product eligibil-
ity and limitations on the extension of GSP treatment. Relatively
minor amendments to the statute were made under the Tax
Reform Act of 1976 and the Trade Agreements Act of 1979. In the
absence of legislation to extend the program, the 10-year statutory
authority for the GSP system will expire on January 3, 1985,

The GSP program provides unilateral, non-reciprocal duty-free
tariff treatment to about 3,000 articles imported from 140 develop- -
ing countries and territories to assist their economic development
and diversification through preferential market access. The Com-
mittee on Ways and Means believes that this program, with the
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modifications provided for in H.R. 6023, as amended, is worthy of
extension.

The concept of a GSP program was first introduced in the United
Nations Conference on Trade and Development (UNCTAD) in 1964.
Developing countries asserted that one of the major impediments
to accelerated economic growth and development was their inabil-
ity to compete on an equal basis with developed countries in the
international trading system. Through tariff preferences, the devel-
oping countries claimed they could increase exports and foreign ex-
change earnings needed to diversify their economies and reduce de-
pendence on foreign aid.

After several international meetings and long interagency
debate, in 1968 the United States joined other industrialized coun-
tries in supporting the concept of GSP. As initially conceived, GSP
systems were to be: (1) temporary, unilateral grants of preferences
by developed countries to developing countries; (2) designed to
extend benefits to sectors of developing countries which were not
competitive internationally; and (3) designed to include safeguard
mechanisms to protect domestic industries sensitive to import com-
petition from articles receiving preferential tariff treatment. In the
early 1970’s, 19 other industrialized country members of the Orga-
nization for Economic Cooperation and Development (OECD) insti-
tuted GSP schemes. With the exception of Canada, these countries
have already extended their programs through 1990 or beyond, and
Canada is expected to do so this year.

In order to implement their GSP systems, the developed coun-
tries had to obtain a waiver from the most-favored-nation provision
under Article I of the General Agreement of Tariffs and Trade
(GATT), which provides that trade among countries must be con-
ducted on a nondiscriminatory basis. A ten-year MFN waiver was
granted in June 1971 and provided that GSP schemes must be
“generalized, non-discriminatory and non-reciprocal.” This waiver
was extended in 1979 in the same terms through the ‘‘enabling
clause” of the so-called Framework Agreement adopted in the
Tokyo round of Multilateral Trade Negotiations. The enabling
clause, whch has no expiration date, provides the legal basis for
“special and differential” treatment for developing countries. Con-
gress approved this understanding under the Trade Agreements
Act of 1979 (P.L. 96-39).

_ 1t is the Committee’s opinion that the GSP program is fulfilling
its worthwhile objective of accelerating economic growth and devel- -
opment in the developing countries. By providing fair and reasona-
ble access to the U.S. market, it has resulted in increased exports
and foreign exchange earnings for such countries. Many of these
earnings, in turn, are used by developing countries to purchase U.S.
goods for export. This has been accomplished without significant

adverse effects on the U.S. economy, as reflected in the data dis-
cussed below.

IMPORTS UNDER THE GSP PROGRAM

Although the value of U.S. imports receiving GSP duty-free
treatment has grown from $3.2 billion in 1976 to $10.8 billion in
1983, imports receiving GSP duty-free treatment constitute only 4
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percent of total U.S. imports. GSP duty-free imports constitute only
about 11 percent of total U.S. imports of all products from GSP
beneficiary countries. Further, the $10.8 billion imports entering
duty-free under GSP in 1983 constituted only 15 percent of total
U.S. imports of GSP-eligible products from all sources. Sixty-eight
percent of total imports of these products entered from non-benefi-
ciary countries subject to duty.

GSP imports have not resulted in significant increases in the over-
all import share of the U.S. market. GSP imports averaged only 0.5
percent or less of total U.S. consumption during the 1978-1981
period, as reported by the International Trade Commission (ITC).
In only 12 of 650 sectors have GSP imports resulted in significant
increases in import penetration. In many areas, increased GSP im-
ports appear to be at the expense of imports from developed coun-
tries,

As of 1983, a greater volume of potential GSP-eligible imports
were denied than were granted duty-free treatment. Of the $11.9
billion imports of GSP-eligible articles denied duty-free treatment,
imports of $10.7 billion were articles from particular countries ex-
ceeding the statutory ‘“competitive need” ceilings. The remaining
imports of $1.2 billion were excluded as a result of discretionary
“graduation” under an administrative procedure of the Office of
the U.S. Trade Representative (USTR) based upon (1) the country’s
general level of development; (2) the country’s competitiveness in
the particular product; and (3) overall U.S. economic interests, in-
cluding domestic import sensitivity.

The Committee is concerned, however, that a relatively few ad-
vanced developing countries receive most of the GSP benefits, de-
spite the growth of their imports excluded from eligibility annually
under the “competitive need” limits and diseretionary graduation
of competitive articles. The three leading beneficiary countries
(Taiwan, Korea, and Hong Kong) receive 52 percent of total bene-
fits. Taiwan and Korea’s share has actually increased somewhat
since 1976. The leading seven beneficiary countries (including
Mexico, Brazil, Singapore, and Israel) account for nearly 75 percent
of total GSP imports. The least developed countries receive less
than one percent of total GSP benefits. Developed countries and ad-
vanced developing countries, rather than other developing coun-
tries, usually gain import share following exclusion of competitive
products from GSP eligibility. ,

The table below contains data on total U.S. imports and GSP im-
ports from the leading beneficiary developing countries in 1983 and
also lists the 1982 per capita GNP for each such country.

Because of the Committee’s concerns about the uneven distribu-
tion of GSP benefits among beneficiary countries and particularly
the larger concentration of benefits among a small number of more
advanced developing countries, H.R. 6023 as amended would make
a number of modifications in the program which are designed to
promote the distribution of GSP benefits to less advanced develop-
ing countries.
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U.S. TOTAL IMPORTS AND GSP IMPORTS IN 1983 FROM LEADING BENEFICIARY DEVELOPING
COUNTRIES AND 1982 PER CAPITA GNP

{Dollar amounts in millions)

Share of
US.  speighe CSPme OO fre  19820NP

imports total per capita

{percent)

15 leading beneficiaries: )

Taiwan $11,204 85757  $2981 217 $2,640
Korea 7,148 2,365 1,524 141 1910
Hong Kong 6,394 3,036 1,102 10.2 5340
Mexico 16,776 3,859 125 6.7 2270
Brazil 4,946 L170 633 59 2,240
Singapore , 2,868 1,394 512 48 5910
Israel 1.255 512 474 44 5,090
Phiiippines 2,001 386 258 24 820
Venezuela 4,938 258 239 22 4,140
Argentina 853 315 228 2l 2,520
India 2,191 21 181 17 260
Yugoslavia 386 196 162 1.5 2,800
Pery 1,151 156 142 13 1310
Thailand 967 142 118 11 790
Portugal . . 280 134 107 1.0 2,450
Subtotal of top 15 63,358 19,907 9,383 ) I S
Other beneficiaries 431 2,676 1,382 127 ...
Tota! beneficiaries 63,789 22583 10,765 100.0 covveerrereerrns

Summary oF H.R. 6023, As AMENDED

H.R. 6023, as amended and ordered reported by the Committee
on Ways and Means in the form of a substitute amends Title V of
the Trade Act of 1974 to reauthorize the GSP program for an addi-
tional 5 years, until January 3, 1990. The bill would also make a
number of substantive changes in the program.

SECTION 1. SHORT TITLE; STATEMENT OF PURPOSE

Section 1 sets forth the short title of the bill, the “Generalized
System of Preferences Renewal Act of 1984” and outlines ten spe-
cific purposes of the bill.

SECTON 2. CONSIDERATION OF A BENEFICIARY DEVELOPING COUNTRY'S
COMPETITIVENESS IN EXTENDING PREFERENCES

Section 2 would amend section 501 of the Trade Act of 1974 to
require the President to consider the effect on export expansion
and the extent of a beneficiary developing country’s (BDC) competi-
tiveness in granting GSP benefits on any article.

SECTION 3. AMENDMENTS RELATING TO THE BENEFICIARY DEVELOPING
COUNTRY DESIGNATION CRITERIA

Section 3 would amend section 502 of the Trade Act to delete
Hungary from the list of countries ineligible to receive GSP bene-
fits and to preclude the President from designating any country a
BDC which is not taking steps to afford “internationally recognized
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worker rights” to its people, unless he determines and reports to
Congress that such a designation is in the national economic inter-
est.

Further, in determining whether to designate a country a BDC,
the President would be required to take into account three addi-
tional discretionary factors: the extent of that country’s efforts (1)
to protect intellectual property rights; (2) to reduce trade distorting
investment practices and policies and barriers to trade in services;
and (3) to afford “internationally recognized workers rights” to its
workers. The President would be required to report to the Congress
on his actions relating to the application of these and the other re-
quirements of sections 501 and 502,

SECTION 4. ARTICLES WHICH MAY NOT BE DESIGNATED AS ELIGIBLE
ARTICLES; REGULATIONS

Section 4 would add footwear, handbags, luggage, flat goods,
work gloves and leather wearing apparel to the list of existing stat-
utory product exclusions from GSP eligibility and require the Sec-
retary of the Treasury to consult with USTR in promulgating regu-
lations on GSP rules of origin requirements.

SECTION 5. LIMITATIONS ON PREFERENTIAL TREATMENT

Section 5 of the bill would make extensive changes to section 504
of the Trade Act regarding limitations on preferential treatment.
The President would be required to conduct a general review of all
GSP-eligible products by January 4, 1986 and periodically thereaf-
ter, and to report to the Congress by January 4, 1987 on actions he
has taken to withdraw, suspend or limit GSP duty-free treatment.
Based on the general product review and the country and product
eligibility factors that condition GSP benefits, reductions in the
competitive need limits of section 504(c) and waivers of such reduc-
tions are authorized for various groups of countries as follows:

Countries with a per capita GNP over $9,000 would be subject to
graduation over a two-year phase-down period. After graduation,
such countries would not be eligible for any GSP benefits. The
President would have no authority to waive these provisions.

For countries with a per capita GNP of $5,000 or more or which
account for 10 percent or more of GSP duty-free imports, the com-
petitive need limits applicable to such country would mandatorily
be cut in half on all of its GSP eligible products. However, the
President would have authority to waive these cutbacks and re-
store the original competitive need limits on an article-by-article
basis after receiving advice from the ITC. Waivers must be based
on a determination that it is in the national economic interest,
after considering the factors in sections 501 and 502(c), including
efforts by the country to protect intellectual property rights, reduce
trage barriers and trade distorting practices, and recognize worker
rights.

Finally, for all other countries, the President may reduce the
competitive need limits on an article-by-article basis for any article
for which such country has ‘“demonstrated a sufficient degree of
competitiveness” (relative to other beneficiary developing coun-
tries). The President may waive such limits on any article for
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which the President has received the ITC advice and made the na-
tional economic interest determination described above. However,
the total dollar value of such waivers for all such countries in any
yealr3 I<5annot exceed 25 percent of total GSP duty-free imports from
all BDCs.

As amended by H.R. 6023, the percentage competitive need limit
would not apply to articles not produced in the United States as of
January 3, 1985, or to imports of articles not exceeding $5 million.
Changes in article designations would occur not later than July 1
of the year following the calendar year for which a determination
has been made. Finally, articles which have lost GSP status could
not be redesignated for two years.

SECTION 6. 5-YEAR EXTENSION OF THE GENERALIZED SYSTEM OF
PREFERENCE AND REPORTS

Section 6 would extend the program until January 3, 1990, and
require the President to submit a report on the operation of the
program to the Congress by that date, as well as annual reports on
the status of worker’s rights in each BDC. '

SECTION 7. AGRICULTURAL EXPORTS OF BENEFICIARY DEVELOPING
COUNTRIES

Section 7 would add a new provision to Title V of the Trade Act
requiring appropriate U.S. agencies. to assist BDC’s to assure ade-
quate production of foodstuffs for their citizenry.

SECTION 8. EFFECTIVE DATE

The effective date of the new Act would be January 4, 1985, the
day after the expiration of the existing program.

COMMITTEE ACTION

The Subcommittee on Trade of the Committee on Ways and
Means held hearings on various proposals to renew the GSP on
August 8, 1983 and on February 8 and 9, 1984. Extensive testimony
and comments were received from the Administration and industry
and foreign trade associations in support of renewal, and from the
AFL-CIO, agricultural interests, and leather product and textile
and apparel associations in opposition. Subsequently two bills, H.R.
5136 and H.R. 6023, to renew the GSP program were introduced
and referred to the Subcommittee.

In a markup session on September 13, 1984, the Subcommittee on
Trade orderd H.R. 6023 reported favorably to the full Committee
on Ways and Means by voice vote with a substitute amendment
representing a compromise incorporating many of the provisions of
the the original bills.

On September 26, 1984, the Committee on Ways and Means or-

dered H.R. 6023 favorably reported to the House by voice vote with
an amendment.
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SECTION-BY-SECTION ANALYSIS, JUSTIFICATION, AND COMPARISON
WrTH PRESENT LAW

SECTION 1. SHORT TITLE; STATEMENT OF PURPOSE

Section 1 sets forth the title of the bill, the “Generalized System
of Preferences Renewal Act of 1984”, and outlines ten specific pur-
poses of the legislation, to—

(1) promote the development of developing countries (LDCs);
(2) demonstrate that trade rather than aid is the best way to
promote economic development;
(3) capitalize on growing LDC markets for U.S. exports;
(4) consider significant differences in development and com-
petitiveness among LDC’s;
(5) encourage trade liberalization;
(6) recognize LDC'’s need for foreign exchange earnings;
(7) promote trade opportunities among LDC'’s;
(8) integrate LDC'’s into the international trading system,;
(9) encourage LDC's—
(a) to eliminate trade and investment barriers in goods
and services, ‘
(g) to secure, exercise and enforce intellectual property
rights,
(c) to afford workers internationally recognized workers’
rights; and
(10) address these concerns without adversely affecting U.S.
producers and workers and in conformity with the GATT.

In setting forth these purposes, the Committee wishes to empha-
size its recognition of the important and necessary role that the
GSP program plays in our trading world. It provides benefits not
only to developing countries but to developed countries as well. The
United States and most other developed countries in the world
have recognized their responsibility to assist the developing coun-
tries to become active participants in international trade and cur-
rently have in effect GSP programs.

The statement of purposes in section 1, however, also emphasizes
that the developing nations which receive GSP benefits should, in
accordance with the concept of graduation, assume responsibilities
as well, if they are going to be fully embraced in the trading com-
munity. Among these important responsibilities, commensurate
with their development level, are the removal of trade-distorting
barriers and impediments to the free flow of goods and services,
the protection of foreign nationals from infringements of exclusive
intellectual property rights, and the application of internationally
recognized worker rights.

SECTION 2. CONSIDERATION OF A BENEFICIARY DEVELOPING COUNTRY'S
COMPETITIVENESS IN EXTENDING PREFERENCES

Present law

Section 501 of the Trade Act of 1974 currently rquires the Presi-
dent, in proclaiming GSP duty-free treatment on any eligible arti-
cle from any beneficiary developing country (BDC) to have due
regard for three factors: (1) the action’s effect on furthering the de-
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velopment of BDCs; (2) comparable efforts by other developed coun-
tries; and (3) the action’s anticipated impact on like or directly
competitive products.

Explanation of provision and justification

Section 2 of H.R. 6023 as amended changes the scope of the
President’s basic authority to extend GSP treatment in a manner
which is consistent with administrative practice under present law.
It clarifies that in determining whether the economy of a BDC will
be expanded as a result of GSP benefits, the President looks at
whether such benefits will expand its exports. It also adds a fourth
factor to section 501, which is currently included as a matter of ad-
ministrative practice, requiring assessment of developing countries’
competitiveness with respect to an eligible article.

By adding the words, “through an expansion of their exports”, to
paragraph (1) of section 501, the Committee intends that GSP duty-
free treatment be granted in cases where it is clear a BDC’s ex-
ports are likely to increase if such treatment is granted. One basis
for such assessments should be the elasticity of demand for an arti-
cle given changes in its price, to the extent such information is
available. With respect to countries petitioning for benefits, special
attention should be given to the extent to which that country is
likely to benefit through increased exports as a result of receiving
GSP benefits.

The fourth factor added to section 501 should be applied both in
estimating a BDC’s general economic progress and in determining
its competitive ability in comparison to competing U.S. and third
country industries. BDC’s world and U.S. market shares, volumes
and values of their exports, and their ability to penetrate foreign
markets absent duty-free treatment should be considered. The
Committee strongly believes that, absent showings that a BDC has
limited economic strength, it should not receive GSP benefits on ar-
ticles with respect to which it has demonstrated competitiveness.
This is especially the case where a BDC's competitive advantages
result primarily from subsidies or other unreasonable or unfair
trade practices.

The factors enumerated in section 501 are intended as guides to
the President’s overall conduct of the program. The amendments
madg by section 2 emphasize Congressional intent that the existing
administrative practice of discretionary graduation and assessment
of GSP developmental benefits in terms of increased exports con-
tinue to be included in the petition process described later in this
report under the section entitled “Administration of the GSP Pro-
gram.” Further, the Committee expects these factors to play a
major role in the general review of eligible articles required by sec-
tion 5 of the bill, in which new limitations are placed on preferen-
tial treatment. The four factors will also be considered when deci-
sions are made under section 5 with respect to waivers of competi-
tive need limitations.
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SECTION 3. AMENDMENTS RELATING TO THE BENEFICIARY DEVELOPING
COUNTRY DESIGNATION CRITERIA

Present law

Section 502 currently sets out both the procedures for designat-
ing countries as BDCs and the conditions for such designation. The
President. must notify the Congress of his intention and the consid-
erations entering his decision before designating any beneficiary
country. Before terminating the designation of any BDC, the Presi-
dent must provide the Congress and the country concerned at least
60 days advance notice of his intention, together with the reasons.
The President must withdraw or suspend the designation if he de-
termines the country no longer meets the conditions for designa-
tion.

The President may designate an association of countries which is
a free trade area or customs union or contributing to comprehen-
sive regional economic integration for treatment as a single BDC.
The Andean Group, the ASEAN, and the CARICOM associations of
countries have been designated for treatment as single countries
. under the program.

Section 502 also establishes conditions for the designation of
countries, some of which are mandatory and others of which are
discretionary. With regard to the mandatory conditions, the Presi-
dent is prohibited from designating any country for GSP benefits
which is a developed country listed in section 501(b) and below:

Australia, Austria, Canada, Czechoslovakia, European Economic
Community member states, Finland, Germany (East), Hungary, Ice-
land, Japan, Monaco, New Zealand, Norway, Poland, Republic of
South Africa, Sweden, Switzerland, and Union of Soviet Socialist
Republics.

Further, the President is prohibited from designating any coun-
try for GSP benefits which:

1. is a communist country unless (a) its products receive
most-favored-nation (MFN) treatment; (b) it is a GATT Con-
tracting Party and a member of the International Monetary
Fund (IMF) and (¢) it is not dominated or controlled by inter-
national communism;

2. has nationalized or expropriated U.S. property, unless the
President determines and reports to Congress there is adequate
compensation, negotiations are underway to provide compensa-
tion, or a dispute over compensation is in arbitration.

3. fails to recognize as binding or fails to enforce arbitral
awards in U.S. favor;-

4. affords “reverse preferences” with a significant adverse
effect on U.S. commerce;

5. is a member of OPEC or other arrangement and withholds
supplies of vital commodity resources or raises their price to
unreasonable levels, causing serious disruption of the world
economy. Under a 1979 amendment, countries which entered
bilateral product-specific MTN agreements with the United
States prior to January 3, 1980, are exempt from this condition
unless they subsequently interrupt or terminate oil supplies to
the United States;
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6. does not take adequate steps to cooperate in preventing il-
legal drug traffic into the United States; or
7. aids or abets international terrorism.

The President may waive conditions (4), (5), (6), and (7) if he de-
termines and reports with reasons to Congress that designation of
the country is in the national economic interest.

Section 502(c) sets forth several discretionary factors which the
President must “take into account” in designating BDCs.

They are—

1. an expressed desire of the country to be designated;

2. the country’s level of economic development;

3. whether other major developed countries extend GSP to
the country; and

4. the extent to which the country has assured the United
States it will provide “equitable and reasonable access” to its
markets and basic commodity resources.

With regard to item 4 (section 502(c)4)), it is noted that the Com-
mittee recognizes and approves of the President’s interpretation of
the current statute. The interpretation of this provision has been
that, where section 502(c)(4) is considered, BDC's-export practices
are also to be taken into account in determining what action may
be appropriate. The Committee understands that use of export sub-
sidies and production subsidies affecting competitiveness in world
markets is considered where required by reference to section
502(c)(4). This interpretation is of particular importance in empha-
sizing that GSP benefits should be granted on the basis of economic
ability rather than as a reward for unfair or unreasonable trade
practices.

Explanation of provision and justification

Section 3 makes several amendments to section 502 relating to
BDC designation criteria. First, subsection (b) would amend the list
of developed countries in section 502(b) which are ineligible to re-
ceive benefits by deleting Hungary. The purpose of the list of coun-
tries in section 502(b) is to prevent developed countries from receiv-
ing the benefits of GSP. However, Hungary’s per capita GNP of
$2,270 in 1982 (according to the World Development Report) is less
than the per capita GNP of several other BDC's under the GSP
program. While per capita GNP is not necessarily an adequate or
sole measure of development level, the Committee does believe that
these circumstances warrant deletion from the list of countries ex-
cluded from GSP by statute. The Committee also notes with ap-
proval that Hungary is a member in good standing of both the
GATT and the IMF and currently receives MFN treatment on its
exports to the United States.

The fact that Hungary has been deleted from the list, however,
should not be interpreted as an indication of Congressional intent
that it should necessarily receive GSP benefits or that it should be
regarded as a developing country in other contexts. The Committee
recognizes that Hungary has considered itself to be a developed
country in the past, and in fact was one of the first countries to
implement a GSP scheme in 1971. Should Hungary decide to apply
for GSP status, the President shall apply the standards of section
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501 and 502 and make a decision on its application solely on the
merits of the case which Hungary presents.

Subsection (b) would further amend section 502(b) by adding the
phrase “including patents, trademarks, or copyrights” to para-
graphs 4 (A), (B) and (C) to insure that these mandatory provisions
relating to a country’s nationalization, expropriation, or seizure of
property also apply equally to these intangible property rights as
well. The Committee amended this provision to clarify that repudi-
ation or nullification by a foreign government of patent, trade-
mark, or other intellectual property rights which has the effect of
nationalizing or expropriating U.S. property would lead to disquali-
fication. If the government repudiates a patent or trademark right
through legislative or administrative means, and if such repudi-
ation has the effect of a nationalization or expropriation, then des-
ignation could not occur unless the President makes a determina-
tion that such a designation would be in the national economic in-
terest. It is noted that this amendment relates only to actions by a
government which would have the effect of nullifying or repudiat-
ing patent, trademark, or other intellectual property rights. An
amendment discussed below relates to whether the government has
provided satisfactory protection against private acts infringing in-
tellectual property rights.

Subsection (b) would also add a new mandatory condition for des-
ignating a BDC. Under new condition (8), a country may not be
designated a BDC “if such country has not taken or is not taking
steps to afford internationally recognized worker rights to workers
in the country (including any designated zone in that country)”’.
Like conditions (4) through (7) in existing section 502(b), the Presi-
dent may waive this condition if he determines and reports with
reasons to Congress that designation of a particular country is in
the national economic interest. As defined in subsection (a), the
term “internationally recognized worker rights” includes—

(A) the right of association;

(B) the right to organize and bargain collectively;

(C) a prohibition on the use of any form of forced or
compulsory labor;

(D) a minimum age for the employment of children; and

(E) acceptable conditions of work with respect to mini-
?tal‘llnhwages, hours of work, and occupational safety and

ealth.

The Committee believes that promoting respect for the interna-
tionally recognized rights of workers is an important means of en-
. suring that the broadest sectors of the population within BDCs ben-
efit from the GSP program. The capacity to form unions and to
bargain collectively to achieve higher wages and better working
conditions is essential for workers in developing countries to attain
decent living standards and to overcome hunger and poverty. The
denial of internationally recognized worker rights in developing
countries tend to perpetuate poverty, to limit the benefits of eco-
nomic development and growth, to narrow privileged elites, and to
sow the seeds of social instability and political rebellion.

Furthermore, the Committee is concerned that the lack of basic
rights for workers in many LDCs is a powerful inducement for cap-
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ital flight and overseas production by U:S. industries. The tremen-
dous disparity in labor rights between many American workers
and the absence of those rights for workers in many developing
countries is a growing factor in the competitive decline of many of
our basic industries.

There already exists a well-established policy in U.S. foreign as-
sistance programs of denying aid or loans to LDCs found to have
gross violations of political rights. The Committee deems it appro-
priate that GSP benefits also be extended with a view toward pro-
moting respect for the basic rights of workers within BDCS.

The United States has embraced labor rights, in principle, as
well as political rights for all of the people of the world upon adop-
tion of the Universal Declaration of Human Rights in 1948. The
Declaration specifically affirms for each person the right to a job,
the right to form and join unions, and the right to an adequate
standard of living. It is not the expectation of the Committee that
developing countries come up to the prevailing labor standards of
‘the United States and other highly-industrialized developed coun-
tries. It is recognized that acceptable minimum standards may vary
from country to country. However, the Committee does expect the
President, in granting duty-free access to the U.S. market, to re-
quire that any developing country specifically demonstrate respect
for the internationally recognized rights of its workers described in
section 3(a) of the bill.

Finally, subsection (c) would add three additional factors as para-
graphs (5), (6), and (7) to the discretionary criteria under section
502(c) which the President takes into account when determining
whether to designate any country a BDC, and in all other determi-
nation regarding country or product eligibility:

(5) the extent to which such country is providing
adequate and effective means under its laws for for-
eign nationals to secure, to exercise, and to enforce
exclusive rights in intellectual property, including pat-
ents, trademarks, and copyrights;

(6) the extent to which such country has taken
action to— :

(A) reduce trade distorting investment practices
and policies (including export performance re-
quirements); and
. (B) reduce or eliminate barriers to trade in serv-
ices; and v

(7) whether or not such country has taken or is
taking steps to afford to workers in that country (in-
cluding any designated zone in that country) interna-
tionally recognized worker rights.

The Committee strongly believes that countries wishing to reap
the benefits of preferential duty-free access to the U.S. market
must fulfill international responsibilities in these three important
areas. '

In order to determine whether a country is providing “adequate
and effective means” regarding intellectual property, the President
should consider, among other factors, the extent of statutory pro-
tection for intellectual property (including the scope and duration
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of such protection), the remedies available to aggrieved parties, the
willingness and ability of the government to enforce intellectual
property rights on behalf of foreign nationals, the ability of foreign
nationals effectively to enforce their intellectual property rights on
their own behalf, and whether the country’s system of law imposes
formalities or similar requirements that, in practice, are an obsta-
cle the meaningful protection for foreign nationals not imposed on
domestic concerns. The term “foreign nationals” is intended to
refer to U.S. nationals and nationals of other countries with whom
U.S. nationals have a contractual or similar relationship with re-
spect to the sale or licensing of intellectual property, for example, a
non-U.S. licensee of the rights owned by a U.S. national.

The Committee recognizes that the new paragraph (5) does not
provide a single, objective test for determining whether the law of
a foreign country provides adequate and effective protection for in-
tellectual property. This is not a standard susceptible to such a
simplistic test, however, since there are a wide range of acceptable
standards which vary from country to country. It is anticipated,
however, that the President will consult with appropriate parties,
including the U.S. Copyright Office and the Patent and Trademark
Office, to fashion a set of general guidelines to be applied consist-
ently and objectively.

The Committee is extremely concerned about the growing prob-
lem of counterfeiting which is costing American jobs, threatening
the health and safety of consumers, and undermining the ability of
American businesses to compete in world markets. According to a
recent report by the Subcommittee on Oversight and Investigations
of the Committee on Energy and Commerce (Unfair Foreign Trade
Practices & Stealing American Intellectual Property: Imitation is
not Flattery; Committee Print 98-V; February 1984, pg. 1), “the
direct loss in sales to American companies for counterfeit merchan-
dise runs into the tens of billions of dollars”.

Nor is the problem restricted to sales in the U.S. market. The
report goes on to say, at page 2:

Although violating U.S. patents, trademarks or copy-
rights, many counterfeit products manufactured in foreign
countries never reach the U.S. market. It is difficult
enough for a U.S. company whose product is being imitat-
ed to stop sales in the United States. In cases of foreign
market sales, however, it is practically impossible for
American firms to stop commercial pirates. Such laws as
may exist to protect intellectual property rights in devel-
oping nations, where most of the activity takes place, are
usually inadequate. Moreover, enforcement is unaggressive
or non-existent, expecially against a local company. The
result is that Ameican companies lose billions of dollars of
sales in both the foreign and U.S. domestic market.

The Committee urges the President to fully utilize the authority
provided for in this legislation to seek the cooperation of BDCs
under the GSP program to combat this serious problem.

With regard to new paragraph (6), the Committee is particularly
concerned about the severe adverse impact on international trade
in goods and services that has resulted from a number of practices

H.Rept. 98-1090 --— 2
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of developing countries. For example, the Committee is concerned
that U.S. export opportunities, which often are generated by U.S.
investments abroad, are increasingly thwarted by requirements of
host countries that U.S. firms limit their imports from the United
States or that, as a condition of approval of an investment, firms
agree to performance requirements; for example, producing a cer-
tain percentage for exports. Such measures are replacing more tra-
ditional forms of import restrictions throughout the world as seri-
ous trade barriers. Similarly, the proliferation of barriers to trade
in services, such as restrictions on the establishment and operation
of enterprises providing services and the denial of national treat-
ment, needs to be addressed in this increasingly important sector of
international trade. The Committee considers it to be entirely ap-
propriate to raise these trade barriers as issues in applying section
582(c)(4) to country designation and waive decisions under section
504(c).

Finally, with regard to new paragraph (7), the Committee urges
the President to consider the principies discussed earlier with
regard to internationally recognized worker rights in designating
countries as BDC’s. The reference on both section 502(bX8) and sec-
tion 502(c) to any designated zone in the particular country is in-
tended to ensure that consideration of whether a particular coun-
try conforms to these provisions is based upon the existence of sub-
stantial uniformity between the conditions relating to internation-
ally recognized worker rights in such zones and such rights other-
wise applicable to workers in that country. The purpose of the pro-
vision is to ensure that designated zones are not used by the coun-
try as a means to circumvent the designation criteria on workers
rights ﬁnld to ensure the application of these criteria to the country
as a whole.

SECTION 4. ARTICLES WHICH MAY NOT BE DESIGNATED AS ELIGIBLE
ARTICLES; REGULATIONS

Present law

Section 503(c) of the 1974 Trade Act prohibits GSP duty-free
treatment from being granted to the following articles:
(a) textiles and apparel articles subject to textile agreements;
(b) watches;
(c) import-sensitive electronic articles;
(d) import-sensitive steel articles;
(e) footwear; and
(f) import-sensitive semi-manufactured and manufactured
glass products. '
The President must also exclude any other articles he deter-
mines to be import sensitive in the context of GSP.
The Secretary of the Treasury has general authority, pursuant to
general headnote 11 of the TSUS, and 19 U.S.C. 66, 1623 and 1624

to issue rules and regulations governing the admission of imported
articles.

Explanation of provision and justification

. Section 4 would substitute a new subparagraph (E) in the list of
import-sensitive articles which are excluded by statute from eligi-
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bility for GSP treatment by expanding the current exclusion of cer-
. tain footwear to encompass footwear, handbags, luggage, flat goods,
work gloves and leather wearing apparel which were not eligible
articles for purposes of GSP on April 1, 1984. This exclusion is
identical to that in the Caribbean Basic Economic Recovery Act.
The articles encompassed by this amendment are classified under
the following items of the Tariff Schedules of the United States:
700.05—700.27, 700.29—700.53, 700.56—700.83, 700.95, 705.35,
705.85, 705.86, 706.05—706.16, 706.21—706.32, 706.34, 706.36, 706.38,
706.41, 706.43, 706.55, 706.62, or 791.76.

These items already are excluded administratively under the pro-
gram, but the Committee determined that to prevent their possible
designation in the future, a statutory exception was warranted
similar to that accorded certain other products.

With respect to the current exclusion for “import-sensitive steel
articles” in subparagraph (D) of section 503(c), the Committee urges
the USTR to interpret this provision to include articles of the kinds
subject to ITC import relief investigation numbered TA-201-51,
and steel articles provided for under TSUS items 652-97 and
653.00. The Committee is distressed that many fabricated steel
products such as components of bridges and high-rise buildings, are
being imported duty-free under the GSP from BDCs such as Korea,
despite the fact that such imports are severely impacting the U.S.
steel industry, particularly on the West Coast.

Section 4(b) of the bill would further amend section 503 of the
Trade Act by adding a new paragraph (d) providing for the Secre-
tary of the Treasury to precribe regulations governing GSP rule-of-
origin requirements “after consulting with the U.S. Trade Repre-
sentative.” This amendment was adopted, at the request of USTR,
because the Committee believes that since that agency is responsi-
ble for the administration of the GSP program, as well as the Car-
ibbean Basin Initiative (CBI) program, which has similar rules-of-
origin requirements, it should have the opportunity to provide
input to the Secretary of the Treasury in prescribing regulations
carrying out the rules-of-origin requirements of this program. It is
hoped that this input would help to ensure the uniform application
of the rules-of-origin requirements for both the GSP and CBI pro-
grams.

This amendment only provides for a consultative process, howev-
er. The Committee recognizes that the Department of the Treasury,
and more specifically the U.S. Customs Service, is responsible for
regulating the importation of goods into the United States. There-
fore, under this amendment, the Secretary of the Treasury will
continue to have the ultimate responsibility for the final content of
these regulations.

SECTION 5. LIMITATIONS ON PREFERENTIAL TREATMENT
Present law

The President has general authority under section 504(a) to with-
draw, suspend, or limit the application of GSP duty-free treatment
and restore MFN duties with respect to any article or any country
after considering the factors in section 501 and 502(c). He may not,
however, establish intermediate rates of duty.
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In addition to the removal of particular articles based on their
import sensitivity, there are two ways in which GSP treatment of
particular products from particular BDCs has been withdrawn: (1)
automatic exclusion under the statutory “competitive need” limits;
and (2) discretionary graduation.

The basic purpose of the statutory competitive need limitations
set forth under section 504(c)(1) of present law are: (1) to establish a
benchmark for determining when a BDC's products are able to
compete in the U.S. market and therefore are no longer in need of
preferential tariff treatment; and (2) to reallocate GSP benefits to
less competitive producers. The limits have also provided some
measure of protection to domestic producers of like or directly com-
petitive products. ,

If imports of a particular product from a particular BDC exceed
either (1) a value level adjusted annually in relation to changes in
the U.S. gross national product ($25 million in 1974 and equivalent
to $57.7 million in 1983) or (2) 50 percent of the total value of U.S.
imports of the article from all sources in a particular calendar
year, GSP treatment is automatically removed entirely on that ar-
ticle from that country not later than 90 days after the close of
that calendar year. The article may be redesignated for GSP treat-
ment in a subsequent calendar year if imports of the product from
thatffcountry have fallen below the competitive need ceilings then
in effect. '

There are three statutory circumstances in which the competi-
tive need limit may not apply: First, if the President determines
that a product like or directly competitive with a particular GSP
product was not produced in the United States on January 3, 1975,
then that GSP product is exempt from the 50-percent, but not the
dollar value, competitive need limit. Second, the President has dis-
cretionary authority under 1979 amendments to the program to
waive the 50-§ercent competitive need ceiling for products for
which total U.S. imports are de minimis, i.e., not more than $1 mil-
lion during the preceding calendar year adjusted annually to re-
flect the growth in U.S. GNP ($1.37 million in 1983). Third, the
President may waive both competitive need limits for a particular
country based on a determination that:

(1) there has been a historical preferential trade relationship
between the United States and such country;

(2) there is a treaty or trade agreeement in force covering
economic relations between such country and the United
States; and
. (3) such country does not discriminate against, or impose un-
justifiable or unreasonable barriers to, United States com-
merce.

_This waiver authority, which was designed for possible exemp-
tion of the Philippines, has never been utilized.

The second way in which a product may lose its GSP eligibility is
through discretionary graduation pursuant to section 504(a). Dis-
cretionary graduation, as outlined in the President’s “Report to the
Congress on the First Five Years’' Operation of the U.S. General-
. ized System of Preferences” (transmitted April 17, 1980, printed as
WMCP: 96-58), was initiated by USTR as an administrative proce-
dure in March 1981. It is a product-by-product consideration based
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on (1) the general economic development level of the BDC; (2) the
competitive position of the BDC with respect to the particular prod-
uct; and (3) overall economic interests of the United States, includ-
ing the import sensitivity of the sector and the extent to which
GSP imports from the BDC may have adversely affected U.S. pro-
ducers and workers. In addition, discretionary graduation is based
on a consideration of the four country eligibility factors listed in
section 502(c).

Discretionary graduation is designed to promote the continued
graduation of the more advanced developing countries from GSP
benefits in products where they have demonstrated competitive-
ness. In addition, discretionary graduation is intended to promote a
shift of benefits to the less advanced and less competitive develop-
ing countries.

The following table demonstrates the effect on GSP duty-free
import coverage of product exclusions from particular countries
under the competitive need ceilings and discretionary graduation:

PRODUCT GRADUATION UNDER THE GSP

{Dollar amounts in millions]

- Ratio of
Vear Discretionary Ccmm Totat GSP-free exclusion to
graduation exclusions exclusions imports (‘é(‘)P mm:r)ts
percen

1980 $443 $5,600 $6,043 $1,328 0.82
1981 651 6,782 7433 8,395 89
1982 : 900 7,108 8,008 8,426 95
1983 1,211 10,661 11,872 10,765 11

Note: Data shown for graduation and competitive need exclusions pertain to actions implemented in March of the following year.

Explanation of provision and justification

Section 5 of H.R. 6023 as amended would retain the basic com-
petitive need limitations of present law, and would provide addi-
tional authority to reduce the benefit limits further. In addition,
the amendments proposed in section 5 would authorize the Presi-
dent to waive the limits in recognition of BDC action on trade mat-
ters of concern to the United States. The new authorities are de-
signed to further the original aims of the Congress to achieve a
broad distribution of GSP benefits to countries most in need. At the
same time, they encourage developing countries to participate
more fully in the world economic system by, for example, reducing
trade restrictions to their markets, providing greater protection of
U.S. intellectual property rights, and improving working conditions
for their citizens. ‘

Subsection (a) amends section 504(a) to require the President to
submit a detailed report to the Congress by January 4, 1987, dis-
cussing the application of sections 501 and‘502(c), as amended, in-
cluding the extent to which the factors provided for therein are
being complied with by individual countries. The report also must
include a complete discussion of any action the President has taken
under this section to withdraw, suspend, or limit GSP benefits to
any country that has failed to adequately take into account the ac-
tions described in section 502(c). '
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It is the expectation of the Committee that the President will
vigorously exercise the authority under section 504 as amended to
withdraw, suspend, or limit GSP benefits with respect to countries
which do not meet the new criteria under section 502. Where valid
and reasonable complaints are raised by U.S. firms concerning a
BDC’s market access policy or protection of intellectural property
rights, for example, it is expected that such interests will be given
prominent attention by the President in deciding whether to
modify GSP duty-free treatment for that country. The report would
advise the Congress on the measures the President has taken in re-
sponse to such valid and reasonable complaints.

Section 5(b) of the bill, as amended, would retain the basic com-
petitive need standards currently provided for in section 504(cX1),
but would make substantial changes in their application to particu-
lar countries in order to encourage a more equitable distribution of
GSP benefits among countries based upon their relative develop-
ment level and competitiveness in particular products. First, sub-
section (b) amends section 504(c) by adding a new paragraph (2) to
require a general review by the President on all GSP-eligible arti-
cles based on the country and product eligibility considerations of
sections 501 or 502(c). This review, which is distinct from the
annual product reviews that will continue as under existing law,
must be completed not later than January 4, 1986 and periodically
thereafter. The general review will seek to identify articles in
which a BDC has demonstrated, compared to other BDCs, that it
has achieved sufficient competitiveness in a particular product so
that it is appropriate to trigger faster graduation from benefits.

The following factors in section 501 or 502(c), as amended by the
bill, would govern the President’s determinations in the general
product review:

(1) the effect such action will have on furthering the econom-
ic development of developing countries through the expansion
of their exports;

(2) whether or not the other major developed countries are
extending generalized preferential tariff treatment to such
product or products; :

(3) the anticipated impact of such action on United States
producers of like or competitive products;

(4) the extent of BDC’s competitiveness with respect to eligi-
ble articles;

(5) an expression of the country’s desire for GSP treatment;

(6) the economic developmental level of individual BDCs;

(7) the extent to which the BDC has assured the United
States it will provide equitable and reasonable access to the
markets and basic commodity resources of such country;

(8) the extent to which U.S. intellectual property rights are
recognized;

(9) the extent to which the country has taken action to
reduce or eliminate barriers to trade and services; and
. (10) the extent to which the country has taken steps to afford
internationally recognized rights to its workers.

On the basis of this review of product competitiveness and the
additional new statutory standards pertaining to a country’s rela-
tive ‘development level, the President will be authorized fo make
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“cutbacks” in the competitive need limits as described below. These
reductions, which are mandatory for some countries and discretion-
ary for others, would result in lower dollar and percentage com-
petitive need limits.

At the same time, in order to promote further the goal of pro-
moting important U.S. trade interests, paragraph (6) amends sec-
tion 504(c) to allow the President to waive the application of com-
petitive need limits as described below. For some countries this
waiver authority would only allow restoration of benefits which
have been reduced by procedures described above and would not
permit waiver beyond the competitive need limits in present law.
For others, it provides the latitude to waive competitive need limits
and expand GSP benefits on a product-by-product basis. These
waivers can be made if the following circumstances are met:

(1) the President receives the advice of the ITC on whether
any U.S. industry is likely to be adversely affected by the pro-
posed waiver; :

(2) the President determines, based on the ITC advice and
the considerations described in section 501 and 502(c) as
amended, that the waiver is in the U.S. national economic in-
terest; and

(3) he publishes this determination in the Federal Register.

The purpose of granting the President this waiver authority is to
provide him additional tools to achieve U.S. trade interests with
BDCs, such as greater market access for U.S. exports, greater disci-
pline in protecting intellectual property rights, and improvements
in workers rights. However, in order to prevent abuse of this dis-
cretionary waiver authority and to insure that GSP benefits are dis-
persed among BDCs which truly need them, several restrictions
on the President’s waiver authority are included. The bill as
amended provides varying degrees of cutback and waiver authority
of three different groupings of countries. :

None of these changes would go into effect before January 3,
1986. This one-year period from date of enactment of the bill will
give the President the opportunity to conduct the initial general
product review required under section 504(cX2) as amended, and to
discuss with individual BDCs the potential application of the new
designation criteria under section 502(b) and (c). This period is also
necessary for adjustment by BDCs and the trading public.

Per capita GNP below $5,000 and GSP share below 50 percent.—
For any country which had a per capita income of less than $5,000
and accounted for less than 10 percent of total U.S. GSP duty-free
imports in the preceding calendar year, the President may effec-
tively reduce the competitive need limits by one-half for any article
from such country which he determines to meet the test under the
general product review of “sufficient degree of competitiveness”.
This would be accomplished by changing the base year for adjust-
ing the dollar lirhit in sections 504(c)(1)(A) from “1974” to “1984”,
thus reducing the absolute amount from the present $57 million to
$25 million, and by reducing the percentage limit in section
504(c)X1)B) from 50 percent to 25 percent. Any such article from
such country for which imports into the United States in any cal-
endar year exceed $25 million (indexed annually to changes in the
U.S. GNP) or exceed 25 percent of total U.S. imports of the article,
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would be ineligible for GSP duty-free treatment in subsequent
years unless imports fall below these new competitive need limits
for two consecutive years.

The President may waive the competitive need limits on any ar-
ticle, except that the total dollar value of all waivers for such coun-
tries for any calendar year may not exceed 25 percent of the total
value of GSP duty-free imports from all BDCs in the previous cal-
endar year. Only those waivers on articles from countries with a
per capita GNP of below $5,000 and which accounted for less than
10 percent of duty-free GSP imports will be assessed against this 25
percent total waiver authority, and such waivers shall only be
counted to the extent they exceed the present competitive need
limitations on such articles under section 504(c)1) (i.e., $57 million/
50 percent). Waivers under the de minimis and “no U.S. produc-
tion” criteria in section 504(d) shall not be included in this calcula-
tion.

Each such waiver must be based on the national economic inter-
est determination by the President required in new paragraph (5)
of section 504(c). This determination must be based on ITC advice,
and consideration of the factors in section 501 and 502(c), including
efforts by the country to protect intellectual property rights, reduce
trage barriers and trade distorting practices, and recognize workers
rights.

Per capita GNP $5,000 or more or GSP share of 10 percent or
more.—For any country which the President has determined either
had a per capita GNP of $5,000 or more or accounted for more than
ten percent of total GSP duty-free imports in the preceding calen-
dar year, the competitive need limits applicable to that country
must be cut in half for all of its GSP-eligible products (i.e., to the
1974 level of $25 million and from 50 percent to 25 percent as de-
scribed above).

The President may waive this cutback in competitive need limits
for any article from such a country, after taking into account the
ITC advice and making the national interest determination under
new section 504(c)5) as described above, and restore the present
limits (i.e., up to $57 million/50 percent). However, under no cir-
cumstances may the competitive need limits for any article be in-
creased beyond the levels now authorized under section 504(c)(1).

Per capita GNP $9,000 or more.—Finally, if a country reaches a
level of $9,000 per capita GNP in any calendar year (none have
currently attained this level), all of that country’s products would
be graduated from receiving any GSP benefits over a two-year
period under new paragraph (4) of section 504(c). The competitive
need limits on those products subject to the present limits (i.e., $57
million/50 percent) during the calendar year when the $9,000 GNP
level is attained, would be cut in half (i.e., $25 million/25 percent)
for two years and then completely removed from GSP eligibility.
Articles which had been subject to the reduced ($25 million/25 per-
cent) limits during the year in which the $9,000 level was reached
would remain eligible for GSP benefits at these competitive need
limits for one year, and then would be ineligible for GSP benefits
in the following year. Thus after a two-year period, the count
would be completely graduated and none of its articles would be el-
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igible for GSP benefits. The President would have no waiver au-
thority for these countries.

It is the Committee’s belief that countries which reach a per
capita GNP level of $9,000 should be considered to be developed
countries for purposes of the GSP program and therefore no longer
in need of the benefits of preferential duty-free treatment.

The competitive need and waiver authorities under section 5 of
the bill are summarized as follows as they amend present law and
apply to particular countries:

SUMMARY OF COMPETITIVE NEED AND WAIVER AUTHORITY IN H.R. 6023, AS AMENDED

Present law H.R. 6023, as amended
Country graduation..................... NO provision Countries with GNP $9,000 or over phased from GSP
over 2-yr period.
Product graduation:

" Countries with 10 percent  If imports of article from country ex- Cutback: * Mandatory on  Buy Back: 2 May restore
GSP share or $5,000 ceeds competitive need limits of  all articles to present $57.7 million
GNP. $57.7 million or 50 percent of total  $25,000,000 or 25 or 50 percent limits

U.S. imports of article in preceding  percent limits. on article basis.!
calendar year, GSP ceases on that
article from that country 90 days
thereafter.
All other countries.........coocoeee ovees do Discretionary article-by-  Same, except may aiso
: article to $25,000,000  exceed these limits on
or 25 percent limits maximum 25 percent
depending on of totat GSP annual
competitiveness. 2 imports. !

1 This walvet ust be based on a determination, after receivi mg' advice from the 1TC, that it is in the national economic interest, after
considering the factors in secs. 501 and 501(c). Such factors includa efforts by such country to protect intellectual property rights, reduce trade
bamers rmde istorting practices, and recognize worker rights.

Indetemn ngmthetloexerusedmen the President mmmﬂmdwummsolasenc) and determine that the
BDC has demonstrated a sufficient degree of compeunvems (relative to uther BOC's) with respect to any such article.

Other limitations.—H.R. 6023, as amended, would continue with
modification two other provisions of existing law relating to limita-
tions on preferential treatment. Under the bill, the competitive
need limit in section 504(c)(1)(B) (i.e., the 50 percent limit) would
not apply to any eligible article if a like or directly competitive ar-
ticle is not produced in the United States on January 3, 1985 (an
updating from January 3, 1974 in present law). Nor would the 50
percent ceiling apply to any article for which the total imports of
such article in the previous calendar year did not exceed $5 mil-
lion, as adjusted for growth in GNP (present law is $1 million).

Section 5(b) of the bill would also maintain the provision under
section 504(c)4) of present law as a new paragraph (6) that author-
izes the President to waive competitive need limits in strictly limit-
ed circumstances that, in effect, are intended to be applicable
solely to the Philippines.

New paragraph (7) of section 504(c) amends paragraph (2) of
present law, which authorizes the President to restore preferential
treatment withdrawn because import levels reached the ceilings set
by the competitive need limits. As amended, redesignation can
occur, subject to the provisions of sections 501 and 502, only if im-
- ports of such articles do not exceed the applicable limitations
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during the preceding two-calendar-year period, rather than the
one-year period provided for under present law.

A final amendment to section 504 would provide that all changes
in article designations and competitive need limits would occur not
later than July 1 of the year following the calendar year for which
a determination has been made, rather than within 90 days after
the close of the calendar year under section 504(c)1) of present law.
This change is intended to allow the U.S. Customs Service and the
trading public sufficient time to adjust to modifications in product
eligibility and competitive need limits and for the ITC to publish
such changes in the tariff schedules. The purpose of this change is
to provide advance notice of modifications in the program before
they actually go into effect; it is not intended to extend the time
_period for the President to make and announce his decisions.
Therefore, the Committee expects that the President will publish
his decisions with respect to GSP article or country designations,
competitive need limitations, or waivers thereof by April 1 of each
year so that the remaining 8-month period to July 1 may be used
b}); all parties to prepare for the implementation of the published
changes.

SECTION 6. 5-YEAR EXTENSION OF THE GENERALIZED SYSTEM OF
PREFERENCES AND REPORTS

Present law

" The authority for the President to grant GSP duty-free treat-
ment under Title V of the Trade Act terminates by statute (section
505(a)) on January 3, 1985. Section 505(b) required the President to
submit a report to the Congress on the operation of the program
within 5 years after the enactment of the Trade Act. The President
il'ld 'Stlslbmit such a report to the Congress within the pescribed time
imits.

Explanation of provision and justification

Section 6 would amend section 505 of the Act to provide for a 5
year extension of the program, to January 3, 1990. The amend-
ments to section 505 would require the President to submit to the
Congress a full and complete report on operation of the program by
that date, as well as annual reports on the status of internationally
recognized worker rights within each beneficiary developing coun-
try. This report on program operation should also comment on
changes in the administrative procedures described below, and on
the program’s impact on U.S. producers of like or directly competi-
tive products and BDC exports.

With respect to the reports on workers rights, it is noted that the
President already submits an annual report to the Congress under
section 116(d) of the Foreign Assistance Act of 1961 prepared by the
Departments of State and Labor on human rights. It is the Com-
mittee’s intent that the information required under section 505(c)
be included as a separate section in that annual report. Further-
more, the report should address specifically the extent that each of
the rights included in the statutory definition of internationally
recognized worker rights is respected within each BDC.
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SECTION 7. AGRICULTURAL EXPORTS OF BENEFICIARY DEVELOPING
COUNTRIES

Section 7 would add a new section 506 to the Trade Act of 1974
directing the appropriate U.S. agencies to assist beneficiary devel-
oping countries in the development and implementation of meas-
ures to assure that agricultural sectors of their economies are not
directed to export markets to the detriment of the production of
foodstuffs for their citizens.

SECTION 8. EFFECTIVE DATE

Section 8 provides that the amendments made by this Act will
take effect on January 4, 1985, the day after the termination date
of the authority for the current program.

Administration of the GSP program

In order to administer the requirement under section 503 of
present law that GSP duty-free treatment not apply to any import-
sensitive articles and to consider articles for possible addition to
the GSP eligibility list, the USTR established by regulation an
annual petition review procedure under the interagency Trade
Policy Study Committee (TPSC). USTR has applied its same admin-
istrative procedure to consideration of petitions requesting discre-
tionary graduation since its initiation in 1981 to accompany statu-
tory graduation under the competitive need limits.

These regulation provide that any interested party may petition
to have articles added to, or removed from, the GSP list. In addi-
tion, the TPSC may consider modifications to the GSP list on its
own motion. The GSP Subcommittee of the TPSC is responsible for
administering the GSP program and conducting the initial review
of all petitions. The petitioner is responsible for providing a de-
tailed economic analysis to support the request for product modifi-
cation. Petitions are required to include, to the extent possible, in-
formation on U.S. and developing country production, employment,
costs, and profits. Public hearings on petitions are announced in
the Federal Register and are held before the GSP Subcommittee.

In determining whether to grant petition requests to add prod-
ucts to the GSP list, the interagency committees take into account
the legally required advice from the ITC, the views of all interested
parties, and background studies prepared by the member agencies
of the TPSC. Special attention is paid to the potential impact of
duty-free treatment on U.S. producers of like or directly competi-
tive products as well as developing countries’ efforts to diversify
their production and increase their export earnings. In assessing
import sensitivity of the item in the context of the GSP, capacity
utilization and profits in the U.S. industry are taken into account.
Also considered are the level and growth of imports from developed
and developing countries, the extent to which the item traditional-
ly has been excluded from trade negotiations, and whether the U.S.
industry has been injured by unfair trade practices. Interagency re-
views culminate with the USTR transmitting advice on product
designations and removals to the President.

The Committee expects this administrative process for annual
review of articles to continue under the new Act. While section
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504(c)(2)(A), as added by the bill, would require a periodic general
product review for purposes of applying competitive need limits, in-
terested parties should retain the right under the new program to
petition annually for addition of individual products to, or deletion
of individual products from, the list of GSP eligible articles under
section 503. .

The Committee also expects USTR to continue its practice of dis-
cretionary graduation of countries with respect to GSP eligibility
for particular products in which they have demonstrated competi-
tiveness even though competitive need limitations have not been
exceeded. While discretionary graduation would normally be con-
sidered as part of the periodic general product review process, the
Committee expects the right to be maintained under the annual
product review procedure of a domestic industry to seek graduation
of a product on the basis of a country’s competitiveness with regard
to that product as well as on the basis of the import sensitivity of
the domestic product sector.

The Committee also intends that the factors enumerated under
section 501, as amended by the bill, apply with respect to consider-
ation of petitions, as well as to changes in product eligibility con-
sidered by the USTR in administering the amendments under sec-
tion 5 of the bill. While intending the President to have continued
flexibility in operating the GSP petition process, the Committee be-
lieves several objectives in the petition process must continue to be
pursued.

First, the Committee recommends that a standard petition form
be developed for GSP requests. That petition should not discrimi-
nate among parties affected by the program by subjecting those
seeking modification or termination of GSP benefits to greater re-
quirements than are imposed on petitioners seeking benefits. Peti-
tions failing to provide required information should be refused fur-
ther consideration unless the petitioner shows that, following -a
good faith effort to obtain that information, the information cannot
be obtained. -

The Committee is aware that the President is considering devel-
opment of a standard petition under current authority and there-
fore does not intend to create a statutory petition process. The
Committee strongly believes, however, that petitions containing
limited amounts of information, such as petitioners’ names, actions
sought, and products involved, should be supplemented by informa-
tion detailing anticipated impacts on U.S. industry and foreign sup-
pliers if a request is to be granted. Information on trends concern-
ing BDC’s market shares in U.S. and important foreign markets,
petitioners’ actual production and capacity, the petitioners’ costs of
production, and thorough analyses of how these factors are likely
to change if the request is granted should be included. Section 501
as amended will continue to place great emphasis on the effects
that granting GSP treatment for a particular article will have on
U.S. industry. Petitions failing to provide information reasonably
available to petitioners permitting analysis of section 501 factors,
particularly the information outlined above, should in most cases
be refused review.

Second, the Committee approves of the President’s intent to re-
strict review of petitions requesting additions to the list of eligible
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articles. The President has approved regulatory changes in the
GSP program that will prevent reconsideration for three years of a
petition concerning an eligible article or articles for which a peti-
tion has been denied. Furthermore, it is recognized that in some in-
stances it may be appropriate to apply a longer waiting period. In
gauging the appropriate period, factors such as production methods
or processes and investment requirements should be considered as
well as information indicating a change in circumstances since the
previous review. At the same time, U.S. business would retain the
right to seek modifications in GSP benefits on the basis of changes
circumstances on an annual basis.

Third, the Committee believes greater exposure of the GSP deci-
sion-making process is necessary to facilitate Congressional and
public scrutiny of the program’s adherence to the expanded section
501 guidelines, having regard at the same time for necessary safe-
guards for confidential business and other classified information.
Information relied upon in formulating decisions, such as aggregate
information on U.S. and world market shares, competitive ability,
and the sensitivity of exports of articles to changes in their price,
should be released on request. The reason for conclusions support-
ing GSP decisions should also be made available on request.

Fourth, the Committee recognizes that interested parties have
and opportunity under the statutory provisions of the present pro-
gram and its administration to participate fully in the review
process. However, they should be given additional opportunities to
submit information and comments on a petition prior to the
making of a final decision. The present petition process includes de-
velopment of an ITC report on probable economic effects on the rel-
evant U.S. industry. The Committee believes it should be made
clear that all interested parties are able to submit information to
the ITC in accordance with section 503(a) of the Trade Act concern-
ing competitive or potentially competitive countries other than a
petitioning country which may impact U.S. markets as a result of
the extension of benefits. Further, any interested parties should be
given an opportunity to submit additional information and com-
ments to the TPSC concerning that report before a final decision is
made on the underlying petition.

Fifth, the Committee strongly encourages the President to pro-
mulgate additional regulations clarifying and detailing the require-
ments for obtaining modifications in GSP benefits. The Committee
believes that a full specification of procedures to be followed by pe-
titioners and by the President will improve the administration of
the program and ensure that the administration will continue to be
responsive to import situations which are likely to have substantial
adverse consequences for U.S. producers of like and directly com-
petitive products. .

Finally, it is the Committee’s expectation in conjuction with
annual product reviews that parties interested in the implementa-
tion and protection of internationally recognized worker rights
shall be granted the same privilege of participation in the giving of
advice in the formulation of government actions pursuant to sec-
tion 502(b) as amended as are extended to parties having signifi-
cant economic interest in the formulation of government action
pursuant to section 503 as amended.
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The Committee expects the USTR to review each of the present
GSP beneficiary countries to determine whether it complies with
the designation criteria under section 502(b) and (c), in particular
the new factors added by section 3 of the bill. The importance of
this process, as well as the general product review required by
1987, make it imperative that the President have as much informa-
tion as possible. The Committee strongly recommends the use of
public hearings as an aid in obtaining this information.

The USTR should consult with interested U.S. industry repre-
sentatives, particularly those who are actively engaged in, or seek
to engage in trade and investment in BDCs. In annual product re-
views as well as in the designation of BDCs and other relevant de-
terminations under the GSP program, the President should invite
comments from any party concerning any of the factors listed in
sections 501 and 502(b) and (c).

In addition, it is the Committee’s intent that USTR establish a
formal procedure through which parties interested in the imple-
mentation and protection of internationally recognized worker
rights at least once a year can offer testimony or submit written
comments during at least one public hearing on issues pertaining
to countries’ eligibility for designation as beneficiary developing
countries.

Vote oF THE COMMITTEE IN REPORTING THE BILL

In compliance with clause 2(1)X2)(B) of rule XI of the Rules of the
House of Representatives, the following statement is made relative
to the vote of the Committee in reporting the bill. H.R. 6023 was
ordered favorably reported by the Committee on Ways and Means
to the House by a voice vote with an amendment.

OVERSIGHT FINDINGS

In compliance with clause 2(1)(3)(A) of rule XI of the Rules of the
House of Representatives relating to oversight findings, the Com-
mittee has concluded, as a result of extensive hearings and an in—
depth review of the issues involved, that the GSP program provides
substantial economic benefits to developing countries and to the
United States and should be renewed with the substantial improve-
ments in H.R. 6023, as amended, to achieve a wider distribution of
GSP benefits and certain other U.S. trade objectives.

In regard to clause 2(1)3)(D) of rule XI of the Rules of the House
of Representatives, no oversight findings or recommendations have
been submitted to the Committee by the Committee on Govern-

g)leng'l(l')perations with respect to the subject matter contained in
e bill.

BUDGETARY AUTHORITY AND CoST ESTIMATES, INCLUDING ESTIMATES
OF THE CONGRESSIONAL BUDGET OFFICE

In compliance with clause 7(a) of rule XIII and with clause
20)3XB) of rule XI of the Rules of the House of Representatives,
the Committee states that H.R. 6023 as amended does not provide
new budget authority or any new or increased tax expenditures.
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In compliance with clause 7(a) of rule XIII and with clauses
2()(3) (B) and (C) of rule XI of the Rules of the House of Represent-
atives, the Committee provides below information furnished by the
Congressional Budget Office on H.R. 6023 and required to be in-
cluded herein:

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, September 26, 1984.
Hon. DAN ROSTENKOWSKI,
Chairman, Committee on Ways and Means, House of Representa-
tives, Washington, DC. )

Dear Mr. CHAIRMAN: The Congressional Budget Office has exam-
ined H.R. 6023, amending the current Generalized System of Pref-
erences, as approved by the Committee. The bill would extend until
January 3, 1990 legislative authority to accord duty-free entry to
eligible products from eligible countries. Under current law, the
authority would expire January 3, 1985. In addition, the bill would
place certain restrictions on preferential treatment, expand the ex-
isting list of statutory product exclusions, and modify the criteria
for determining a country’s eligibility.

Estimating the revenue loss from this bill is impossible due to
the number of products and countries eligible for duty-free entry
and the discretionary nature of the program. The bill would not
affect budget outlays or tax expenditures.

With best wishes.

Sincerely,
RubpoLprH G. PENNER.

INFLATIONARY IMPACT STATEMENT

With respect to clause 2(1)(4) of rule XI of the Rules of the House
of Representatives, the Committee states that H.R. 6023, as amend-
ed, would not have an inflationary impact on prices and costs in
the operation of the general economy.

CHANGES IN ExXisTING LAw MADE BY THE BILL, AS REPORTED

In compliance with clause 3 of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italic,
existing law in which no change is proposed is shown in roman):

TRADE AcT OF 1974 .

*® * * * - * »

TABLE OF CONTENTS

. * L . . » .

TITLE V—GENERALIZED SYSTEM OF PREFERENCES

- * L L Ld . Ld

[Sec. 505. Time limit on title; comprehensive review.]
Sec. 505. Termination of duty-free treatment and reports.
Sec. 506. Agricultural exports of beneficiary developing countries.

. - . bd * . N *
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TITLE V—-GENERALIZED SYSTEM OF
PREFERENCES

SEC. 501. AUTHORITY TO EXTEND PREFERENCES.

The President may provide duty-free treatment for any eligible
article from any beneficiary developing country in accordance with
the provisions of this title. In taking any such action, the President
shall have due regard for—

(1) the effect such action will have on furthering the econom-
ic development of developing countries through the expansion
of their exports;

(2) the extent to which other major developed countries are
undertaking a comparable effort to assist developing countries
by granting generalized preferences with respect to imports of
products of such countries; [and]

(3) the anticipated impact of such action on United States
producers of like or directly competitive products[.]; and

(4) the extent of the beneficiary developing country’s competi-
tiveness with respect to eligible articles.

SEC. 502. BENEFICIARY DEVELOPING COUNTRY.

(a)(1) For purposes of this title, the term “beneficiary developing
country” means any country with respect to which there is in
effect an Executive order by the President of the United States des-
ignating such country as a beneficiary developing country for pur-
poses of this title. Before the President designates any country as a
beneficiary developing country for purposes of this title, he shall
notify the House of Representatives and the Senate of his intention
to make such designation, together with the considerations enter-
ing into such decision.

(2) If the President has designated any country as a beneficiary
developing country for purposes of this title, he shall not terminate
such designation (either by issuing an Executive order for that pur-
pose or by issuing an Executive order which has the effect of termi-
nating such designation) unless, at least 60 days before such termi-
nation, he has notified the House of Representatives and the
Senate, and has notified such country of his intention to terminate
such designation, together with the considerations entering into
such decision. :

_(3) For purposes of this title, the term “country” means any for-
eign country, any overseas dependent territory or possession of a
foreign country, or the Trust Territory of the Pacific Islands. In the
case of an association of countries which is a free trade area or cus-
toms union, or which is contributing to comprehensive regional
economic integration among its members through appropriate
means, including, but not limited to, the reduction of duties, the
President may be Executive order provide that all members of such
association other than members which are barred from designation
under subsection (b) shall be treated as one country for purposes of
this title.

(4) For purposes of this title, the term “internationally recognized
worker rights” includes—

(A) the right of association;
(B) the right to organize and bargain collectively;
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(C) a prohibition on the use of any form of forced or com-
pulsory labor;
(D) a minimum age for the employment of children; and
(E) acceptable conditions of work with respect to mini-
?urlnhwages, hours of work, and occupational safety and
ealth.
(b) No designation shall be made under this section with respect
to any of the following:

Australia Japan
Austria Monaco
Canada New Zealand
Czechoslovakia Norway
European Economic Com- Poland

munity member states Republic of South Africa
Finland Sweden
Germany (East) Switzerland
[Hungary] Union of Soviet Socialist
Iceland Republics

In addition, the President shall not designate any country a benefi-
ciary developing country under this section—

(1) if such country is a Communist country, unless (A) the
products of such country receive nondiscriminatory treatment,
(B) such country is a contracting party to the General Agree-
ment on Tariffs and Trade and a member of the International
Monetary Fund, and (C) such country is not dominated or con-
trolled by international communism;

(2) if such country is a member of the Organization of Petro-
leum Exporting Countries, or a party to any other arrange-
ment of foreign countries, and such country participates in any
action pursuant to such arrangement the effect of which is to
withhold supplies of vital commodity resources from interna-
tional trade or to raise the price of such commodities to an un-
reasonable level and to cause serious disruption of the world
economy;

(3) if such country affords preferential treatment to the prod-
ucts of a developed country, other than the United States,
which has, or is likely to have, a significant adverse effect on
United States commerce, unless the President has received as-
surances satisfactory to him that such preferential treatment
will be eliminated before January 1, 1976, or that action will
be taken before January 1, 1976, to assure that there will be no
such significant adverse effect, and he reports those assurances
-to the Congress;

(4) if such country—

(A) has nationalized, expropriated, or otherwise seized
ownership or control of property, including patents, trade-
marks, or copyrights owned by a United States citizen or
by a corporation, partnership, or association which is 50
percent or more beneficially owned by United States citi-
zens,

(B) has taken steps to repudiate or nullify an existing
contract or agreement with a United States citizen or a
corporation, partnership, or association which is 50 per-
cent or more beneficially owned by United States citizens,
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the effect of which is to nationalize, expropriate, or
otherwise seize ownership or control of property, including
patents, trademarks, or copyrights so owned, or

(C) has imposed or enforced taxes or other exactions, re-
strictive maintenance or operational conditions, or other
measures with respect to property so owned, the effect of
which is to nationalize, expropriate, or otherwise seize
ownershigsor control of such property, including patents,
trademarks, or copyrights,

unless—

(D) the President determines that—

(i) prompt, adequate, and effective compensation has
been or is being made to such citizen, corporation,
partnership, or association,

(ii) good faith negotiations to provide prompt, ade-
quate, and effective compensation under this applica-
ble provisions of international law are in progress, or
such country is otherwise taking steps to discharge its
obligations under international law with respect to
such citizen, corporation, partnership, or association,
or ’

(iii) a dispute involving such citizen, corporation,
partnership, or association over compensation for such
a seizure has been submitted to arbitration under the
provisions of the Convention for the Settlement of In-
vestment Disputes, or in another mutually agreed
upon forum, and

promptly furnishes a copy of such determination to the Senate
and House of Representatives; '

(5) if such country does not take adequate steps to cooperate
with the United States to prevent narcotic drugs and other
controlled substances (as listed in the schedules in section 202
of the Comprehensive Drug Abuse Prevention and Control Act
of 1970 (21 U.S.C. 812)) produced, processed, or transported in
such country from entering the United States unlawfully;

_(6) if such country fails to act in good faith in recognizing as
binding or in enforcing arbitral awards in favor of United
States citizens or a corporation, partnership, or association
which is. 50 percent or more beneficially owned by United
States citizens, which have been made by arbitrators appointed
for each case or by permanent arbitral bodies to which the par-
ties involved have submitted their dispute; [and]}

(7) if such country aids or abets, by granting sanctuary from
prosecution to, any individual or group which has committed
an act of international terrorism[.] ; and

(8) if such country has not taken or is not taking steps to
afford internationally recognized worker rights to workers in
the country (including any designated zone in that country).

Paragraphs (4), (5), (6), [and (7)] (7), and (8 shall not prevent
the designation of any country as a beneficiary developing country
under this section if the President determines that such designa-
tion will be in the national economic interest of the United States -

and reports such determination to the Congress with his reasons
therefor.
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(¢) In determining whether to designate any country a benefici-
ary developing country under this section, the President shall take
into account—

(l)dan expression by such country of its desire to be so desig-
nated;

(2) the level of economic development of such country, in-
cluding its per capita gross national product, the living stand-
ards of its inhabitants, and any other economic factors which
he deems appropriate.

(3) whether or not the other major developed countries are
extending generalized preferential tariff treatment to such
country; [and]

(4) the extent to which such country has assured the United
States it will provide equitable and reasonable access to the
markets and basic commodity resources of such country[.];

(5) the extent to which such country is providing adequate
and effective means under its laws for foreign nationals to
secure, to exercise, and to enforce exclusive rights in intellectual
property, including patents, trademarks, and copyrights;

(6) the extent to which such country has taken action to—

(A) reduce trade distorting investment practices and poli-
cies (including export performance requirements); and
(B) reduce or eliminate barriers to trade in services; and

(7) whether or not such country has taken or is taking steps to
afford to workers in that country (including any designated
zone in that country) internationally recognized worker rights.

» * * » * * »
SEC. 503. ELIGIBLE ARTICLES.
@***
* ' . . - . * *

(cX1) The President may not designate any article as an eligible
article under subsection (a) if such article is within one of the fol-
lowing categories of import-sensitive articles—

(A) textile and apparel articles which are subject to textile
agreements,

(B) watches,

(C) import-sensitive electronic articles,

(D) import-sensitive steel articles,

[(E) footwear articles specified in items 700.05 through
700.27, 700.29 through 700.53, 700.55.23 through 700.55.75, and
700.60 through 700.80 of the Tariff Schedules of the United
States, ]

(E) footwear, handbags, luggage, flat goods, work gloves, and
leather wearing apparel which were not eligible articles for pur-
poses of this title on April 1, 1984,

(F) import-sensitive semimanufactured and manufactured
glass products, and

(G) any other articles which the President determines to be
import-sensitive in the context of the Generalized System of
Preferences.
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(G) any other articles which the President determines to be
import-sensitive in the context of the Generalized System of
Preferences.

(2) No article shall be an eligible article for purposes of this title
for any period during which such article is the subject of any
action proclaimed pursuant to section 203 of this Act or section 232
or 351 of the Trade Expansion Act of 1962.

(d) Notwithstanding any other provision of law, the Secretary of
the Treasury shall, after consulting with the United States Trade
Representative, prescribe regulations governing rule-of-origin re-
quirements under this title.

SEC. 504. LIMITATIONS ON PREFERENTIAL TREATMENT.

(a)1) The President may withdraw, suspend, or limit the applica-
tion of the duty-free treatment accorded under section 501 with re-
spect to any article or with respect to any country; except that no
rate of duty may be established in respect of any article pursuant
to this section other than the rate which would apply but for this
title. In taking any action under this subsection, the President
shall consider the factors set forth in sections 501 and 502(c).

(2) The President shall, as necessary, advise the Congress and, by
no later than January 4, 1987, submit to the Congress a report on
the application of sections 501 and 502(c), and the actions the Presi-
dent has taken to withdraw, to suspend, or to limit the application
of duty-free treatment with respect to any country which has failed
to adequately take the actions described in section 502(c).

*® * * * * % *

L(c)X1) Whenever the President determines that any country—

- [(A) has exported (directly or indirectly) to the United
States during a calendar year a quantity of an eligible article
having an appraised value in excess of an amount which bears
the same ratio to $25,000,000 as gross national product of the
United States for the preceding calendar year, as determined
by the Department of Commerce, bears to the gross national
product of the United States for calendar year 1974, or

L(®B) except as provided in subsection (d), has exported
(either directly or indirectly) to the United States a quantity of
any eligible article equal to or exceeding 50 percent of the ap-
praised value of the total imports of such article into the
United States during any calendar year.

then, not later than 90 days after the close of such calendar year,
such country shall not be treated as a beneficiary developing coun-
try with respect to such article, except that, if before such 90th
day, the President determines and publishes in the Federal Regis-
ter that, with respect to such country—

L) there has been an historical preferential trade relation-
ship between the United States and such country,

[Gi) there is a treaty or trade agreement in force covering
economic relations between such country and the United
States, and

[(ii) such country does not discriminate against, or impose

unjustifiable or unreasonable barriers to, United States com-
merce,
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then he may designate, or continue the designation of, such coun-
try as a beneficiary developing country with respect to such article.

[(2) A country which is no longer treated as a beneficiary devel-
oping country with respect to an eligible article by reason of this
subsection may be redesignated, subject to the provisions of section
502, a beneficiary developing country with respect to such article if
imports of such article from such country did not exceed the limita-
fiions in paragraph (1) of this subsection during the preceding calen-

ar year.

[(3) For purposes of this subsection, the term “country’ does not
include an association of countries which is treated as one country
under section 502(a)3), but does include a country which is a
member of any such association. .

[(d) Subsection (cX1)B) does not apply with respect to any eligi-
ble article if a like or directly competitive article is not produced
on the date of enactment of this Act in the United States. The
President may disregard subsection (c)X1)(B) with respect to any eli-
gible article if the appraised value of the total imports of such arti-
cle into the United States during the preceding calendar year is
not in excess of an amount which bears the same ratio to
$1,000,000 as the gross national product of the United States for
that calendar year, as determined by the Department of Com-
merce, bears to the gross national product of the United States for
calendar year 1979.3

(cX1) Subject to paragraphs (2) through (8) and subsection (d),
whenever the President determines that any country—

(A) has exported (directly or indirectly) to the United States
during a calendar year a quantity of an eligible article having
an appraised value in excesss of an amount which bears the
same ratio to $25,000,000 as the gross national product of the
United States for the preceding calendar year (as determined by
the Department of Commerce) bears to the gross national prod-
uct of the United States for calendar year 1974; or

(B) has exported (either directly or indirectly) to the United
States a quantity of any eligible article equal to or exceeding 50
percent of the appraised value of the total imports of such arti-
cle into the United States during any calendar year;

then, not later than July 1 of the next calendar year, such country
shall not be treated as a beneficiary developing country with respect
to such article.

(2XA) Not later than January 4, 1986, and periodically thereafter,
the President shall conduct a general review of eligible articles
based on the considerations described in section 501 or 502(c).

(B) If, after any review under subparagraph (A), the President de-
termines that this subparagraph should apply because a beneficiary
developing country has demonstrated a sufficient degree of competi-
tiveness (relative to other beneficiary developing countries) with re-
spect to any eligible article, then paragraph (1) shall be applied to
such country with respect to such article by substituting— .

((zi') “1984” for “1974” in subparagraph (A) of that paragraph;
an

(ii) “25 percent” for “50 percent” in subparagraph (B) of that
paragraph. .
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(3) If the President determines that any beneficiary developing
country, in any calendar year after 1984—

(A) had a per capita gross national product (calculated on the
basis of the best available information, including that of the
World Bank) of $5,000 or more; or

(B) exported (either directly or indirectly) to the United States
a quantity of articles that was duty-free under this title and
had an appraised value of more than 10 percent of the a}f-
praised value of the total imports of all articles that entered the
United States duty-free under this title during that year;

then not later than July 1 of the next calendar year paragraph (1)
shall be applied to such country with respect to all eligible articles
by substituting—

(cll') “1984” for “1974" in subparagraph (A) of that paragraph;
an

(ii) “25 percent” for “50 percent” in subparagraph (B) of that
paragraph.

(4) If the President determines that any beneficiary developing
country had, for any calendar year (hereafter in this paragraph re-
ferred to as the ‘determination year’) after 1984, a per capita gross
national product (calculated on the basis of the best available infor-
mation, including that of the World Bank) of $9,000 or more, then
paragraph (1)(B) shall thereafter be applied with respect to the eligi-
ble articles of that country as follows:

(A) In the case of eligible articles that were subject during the
determination year to a 50 percent limitation under paragra}{Jh
(1XB), “25 percent’ shall be substituted for “50 Ifercent” in that
paragraph with respect to eligible articles of that kind during
the 24-month period beginning not later than July 1, of the year
after the determination year. "

(B) In the case of eligible articles that were subject during the
determination year to a 25 percent limitation under paragraph
(1)B), that limitation shall continue to apply to eligifle articles
of that kind during the 12-month period beginning not later
than July 1 of the year after the determination year. _

_ (C) The country shall not be treated as a beneficiary develop-
ing country with respect to eligible articles—
(i) to which subparagraph (A) applies, after the close of
the 24-month feriod referred to in that subparagraph; or
(ii) to which subparagraph (B) applies, after the close of
the 12-month period referred to in that subparagraph.

(5XA) Not earlier than January 4, 1986, the President, subject to
subparagraph (C), may waive the application of this subsection with
respect to any eligible article of any beneficiary developing country
if, before July 1 of the year after the calendar year for which a de-
termination described in paragraph (1) was made with respect to
such eligible article, the President—

(i) receives the advice of the International Trade Commission
on whether any industry in the United States is likely to be ad-
versely affected by such waiver,

(i) determines, based on the considerations described in sec-
tions 501 and 502(c) and the advice described in clause (i), that
fgl:dtz wawgr is in the national economic interest of the United

ates, an
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(iii) publishes the determination described in clause (ii), to-
g}}ether with a summary of the reasons therefor, in the Federal

egister.

(B) Any waiver granted under this paragraph shall remain in
effect until the President determines that such waiver is no longer
warranted due to changed circumstances.

(CXi) No waiver may be granted under subparagraph (A) with re-
spect to paragraph (4).

(ii) No waiver granted under subparagraph (A) with respect to
paragraph (1), in regard to any eligible article of a beneficiary devel-
oping country to which a determination under paragraph (3) ap-
plies, may result in the imposition of any limitation exceeding that
that would apply under paragraph (1) (A) or (B) without regard to
paragraphs (2) through (8).

(iit) The waiver authority under subparagraph (A) is limited, with
respect to the eligible articles of countries not subject to paragraph
(3) or (4), during each 12-month period for which that authority is
effective following the close of a calendar year referred to in sub-
paragraph (A) to a quantity of those articles that has an aggregate
value equal to 25 percent of the total value of all articles that en-
tered the United States duty-free under this title during that calen-
dar year. There shall be counted against the limitation imposed
under the preceding sentence for any 12-month period only that
quantity of any eligible article of any country not subject to para-
graph (3) or (4) that—

(I) entered the United States duty-free under this title during
that period; and

(ID) is in excess of the quantity of that article that would have
been so entered during that period if the 1974 limitation ap-
plied under paragraph (1)(A) and the 50 percent limitation ap-
plied under paragraph (1)(B).

(6) Except in any case to which paragraph (2)(B), (3), or (4) applies,
the President may waive the application of this subsection if, not
later than July 1 of the year after the calendar year for which a
determination described in paragraph (1) was made, the President
determines and publishes in the Federal Register that, with respect
to such country—

(A) there has been an historical preferential trade relation-
ship between the United States and such country,

(B) there is a treaty or trade agreement in force covering eco-
nozzic relations between such country and the United States,
an :

(C) such country does not discriminate against, or impose un-
Justifiable or unreasonable barriers to, United States commerce.

(7) A country which is no longer treated as a beneficiary develop-
ing country with respect to an eligible article by reason of this sub-
section (other than paragraph (4)) may be redesignated a beneficiary
developing country with respect to such article, subject to the prouvi-
sions of sections 501 and 502, if imports of such article from such
country did not exceed the limitations (as they may have been ad-
Jjusted as a result of the application of paragraph (2)B) or (3)) in
paragraph (1) during the preceding two calendar years.

(8) For purposes of this subsection, the term ‘country” does not in-
clude an association of countries which is treated as one country
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under section 502(a)3), but does include a country which is a
member of any such association.

(d)(1) Subsection (cX1)B) shall not apply with respect to any eligi-
ble article if a like or directly competitive article is not produced in
the United States on January 8, 1985.

(2) The President may disregard subsection (cX1)XB) with respect to
any eligible article if the appraised value of the total imports of
such article into the United States during the preceding calendar
year is not in excess of an amount which bears the same ratio to
35,000,000 .as the gross national product of the United States for
that calendar year (as determined by the Department of Commerce)
bears to the gross national product of the United States for calendar
year 1984.

* * * * * * *

[SEC. 505. TIME LIMIT ON TITLE; COMPREHENSIVE REVIEW.

[(a) No duty-free treatment under this title shall remain in
effect after the date which is 10 years after the date of the enact-
ment of this Act.

[®) On or before the date which is 5 years after the date of the
enactment of this Act, the President shall submit to the Congress a
full and complete report of the operation of this title.}

SEC. 505. TERMINATION OF DUTY-FREE TREATMENT AND REPORTS.

(a) No duty-free treatment provided under this title shall remain
in effect after January 3, 1990.

(b) On or before January 4, 1990, the President shall submit to the
Colngress a full and complete report regarding the operation of this
title,

(c) The President shall submit an annual report to the Congress
on the status of internationally recognized worker rights within
each beneficiary developing country.

SEC. 506. AGI;%‘IIE]".JSTURAL EXPORTS OF BENEFICIARY DEVELOPING COUN-

The appropriate agencies of the United States shall assist benefi-
ciary developing countries to develop and implement measures de-
signed to assure that the agricultural sectors of their economies are
not directed to export markets to the detriment of the production of
foodstuffs for their citizenry.

* * » ® * * *
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