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Abstract

On July 31, 2013, the Generalized System of Preferences (GSP)—the
U.S. trade program designed to promote trade in developing countries—
expired without renewal for the eighth time in its 30-year history. The
expiration of the GSP, while unfortunate, provides a unique opportu-
nity to reauthorize and reform the program. While the GSP has been
historically successful at promoting trade with developing countries,
in recent years its trade volumes have declined. Reform can re-orient
the GSP toward better accomplishing its original mission of assisting
developing nations while simultaneously bringing preferences in line
with the realities of global trade. Congress and the President should
pass new GSP legislation that focuses on increasing GSP imports
while reducing regulatory pressures that hinder GSP utilization.

On July 31, 2013, the Generalized System of Preferences (GSP)—
the U.S. trade program designed to promote trade in develop-
ing countries—expired without renewal for the eighth time in its
30-year history. Over the past year, imports entering the U.S. under
the program have incurred higher tariff rates, increasing costs for
producers and consumers. Originally designed as a “trade rather
than aid” scheme, the GSP has been a cornerstone of U.S. trade and
foreign policy for the past three decades. Furthermore, it has pro-
vided a foundation for subsequent preference programs, including
the African Growth and Opportunity Act (AGOA), the Caribbean
Basin Initiative (CBI), and the Andean Trade Preference Act (ATPA).

The expiration of the GSP, while unfortunate, provides a unique
opportunity to reauthorize and reform the program. While the GSP
has been historically successful at promoting trade with develop-
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KEY POINTS

m On July 31, 2013, the Generalized
System of Preferences (GSP)—
the U.S. trade program designed
to promote trade in develop-
ing countries—expired without
renewal for the eighth time in its
30-year history.

m Over the past year, imports
entering the U.S. under the GSP
have incurred higher tariff rates,
increasing costs for producers
and consumers. Designed as a
“trade rather than aid"” scheme,
the GSP has been a cornerstone
of U.S. trade and foreign policy
for the past three decades.

m |t is again time to make eco-
nomic freedom and free trade a
centerpiece of American foreign
policy by renewing the GSP and
enhancing its outcomes.

m The longer the GSP sits unau-
thorized, the more irrelevant it
becomes to potential compa-
nies and governments. Failure
to update the program will have
negative strategic and economic
consequences for the United
States at home and abroad.
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ing countries, in recent years its trade volumes have
declined. This decline reflects statutory modifica-
tions, evolving trade environments, and product and
country eligibility for the program. Reform can re-
orient the GSP toward better accomplishing its orig-
inal mission of assisting developing nations while
simultaneously bringing preferences in line with
the realities of global trade. Congress and the Presi-
dent should pass new GSP legislation that focuses on
increasing GSP imports while reducing regulatory
pressures that hinder GSP utilization.

GSP Program Overview

The Generalized System of Preferences grew out
of international aid discussions in the 1960s. Poli-
cymakers sought a way to promote economic devel-
opment and growth in the developing world that
diverged from the standard aid paradigm by pro-
viding preferential duty-free treatment for exports
from poor countries. In particular, the original pro-
ponents wanted to close a gap in global trade that
excluded countries of the developing world. This, in
theory, would open up markets to developing coun-
tries and encourage growth as economies began to
participate in the global trading network. However,
preferential trade programs, in principle, violat-
ed one of the basic tenets of the multilateral trad-
ing system, most-favored-nation (MFN) treatment,
which states that all countries must receive equal
trade advantages.! To overcome this obstacle mem-
bers of the General Agreement on Tariffs and Trade
(GATT) introduced temporary waivers for prefer-
ential programs in 1971. In 1979, these waivers were
made permanent under the enabling clause of the
GATT, and were adopted by the World Trade Orga-
nization (WTO) upon its formation.?

The United States, originally hesitant about pref-
erential trade programs,® first authorized the GSP
under the Trade Act of 1974. Most of the framework of
the original program is still in place today, including
the zeroing-out of duties for a broad swath of product
lines and a significant amount of executive branch dis-
cretion on the eligibility requirements for beneficiary
developing countries (BDCs). Today, 123 countries
and nearly 5,000 products are eligible for duty-free
entry into the United States under the GSP program.

Much of the implementation and programmatic
elements of the GSP fall to the executive branch and
the multi-agency GSP subcommittee.* The statuto-
ry guidelines of the program can be roughly divided
between automatic rules and discretionary powers.

Automatic rules apply in two key areas of the
program: graduation and competitive-needs limits
(CNLs). In order to keep the GSP focused on devel-
oping countries, the program was set up to graduate
countries thatwere deemed “highincome” according
to World Bank guidelines. Upon graduation, coun-
tries are no longer eligible for GSP benefits. Since
2011, Equatorial Guinea and Trinidad and Tobago
were graduated based on these income require-
ments. While this type of graduation is mandatory,
the President can also graduate countries that he
deems “sufficiently competitive or developed.”

Automaticrules also exist on the product level. The
GSP contains CNLs, which disqualify products from
BDCs deemed already competitive with domestic prod-
ucts. CNLs were designed to protect domestic industry
from BDC products that are already internationally
competitive. CNLs automatically kickinif an imported
product reaches a threshold of $165 million in 2014,°

“or if 50% or more of total U.S. imports of a product
entering under GSP come from a single country.””

1. Thomas R. Graham, “The U.S. Generalized System of Preferences for Developing Countries: International Innovation and the Art of the
Possible,” The American Journal of International Law, Vol. 72, No. 3 (July 1978), p. 513.

2. Vivian C. Jones, “Generalized System of Preferences: Background and Renewal Debate,” Congressional Research Service Report for Congress,
May 19, 2014, http://fas.org/sgp/crs/misc/RL33663.pdf (accessed July 17, 2014).

3. U.S. trade negotiators were originally apprehensive about a preferential program for developing countries because they felt preferential
agreements undermined the MFN principle of the GATT. U.S. representatives also feared that a preferential program would undermine
further attempts to liberalize trade multilaterally, especially through the Kennedy Round of trade negotiations, which lasted from 1964 to 1967.
Graham, “The U.S. Generalized System of Preferences for Developing Countries,” p. 516.

4.  The GSP subcommittee consists of representatives from the Departments of Agriculture, Commerce, Labor, State, and Treasury, as well as the
U.S. International Trade Commission, Customs and Border Protection, and U.S. Trade Representative.

Jones, "Generalized System of Preferences: Background and Renewal Debate.”

6. The monetary threshold is indexed to increase by $5 million per year. For example, in 2015, the CNL threshold will be $170 million.

7. Jones, "Generalized System of Preferences: Background and Renewal Debate.”
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The President also has broad discretionary power
over the program, especially in determining eligibil-
ity. GSP eligibility is based on guidelines outlined in
the U.S. Code, but each country’s eligibility is ulti-
mately determined by the President. Some of the
parameters that define eligibility include economic
development, respect for workers’ rights and intel-
lectual property, external trade policy, and a coun-
try’s desire to be included in the program. Mandato-
ry rules also prohibit participation by, among others,
industrialized countries, sponsors of terrorism, and
countries that have expropriated U.S. property.®
Within these parameters the President can deem
eligible or ineligible any country at any time. The
President has particular discretion in these areas,
and most recently withdrew Bangladesh’s eligibil-
ity for GSP benefits because of workers’-rights issues
raised after two prominent workplace accidents in
2012 and 2013.

The President also has discretionary power over
the “least-developed” designation. Among quali-
fied countries, eligibility for duty-free treatment for
certain product lines is determined by level of eco-
nomic development. Eligible countries are divided
between BDCs and “least-developed beneficiary
developing countries” (LDBDC). BDCs qualify for
3,509 tariff lines at the eight-digit product level
of the harmonized tariff schedule, while LDBDCs
qualify for an additional 1,472 lines.’ This is meant
to open up to the neediest countries a larger share of
the U.S. market.

Lastly, the President has some discretionary
power to overrule CNLs. Countries or U.S. produc-
ers can petition the President for a CNL waiver that
allows BDCs to import outside the import limits.

GSP Imports: Mixed Success

The GSP’s most recent history has been one of
mixed success. While imports under the program
have nearly doubled since the U.S. International
Trade Commission began tracking them in 1989,
most of those increases took place in the four years
between 1989 and 1993. In 2012, the last full year of
GSP duty-free imports before the program expired

on July 31, 2013, GSP imports were at the same level
as they were in 1993. This stagnation is notable as
imports have not recovered since a run-up in trade
in the mid-2000s. In particular, since 2006, GSP
imports have declined by nearly 40 percent.

Inpart, the run-up and subsequent decline of GSP
imports reflects the global increase in commodity
prices, particularly petroleum, through 2008. Fur-
thermore, much of the decline in GSP imports was a
result of the deflation of commodity prices after the
global recession of 2008 and 2009. At its height in
2008, mineral oils made up nearly 35 percent of over-
all imports under the GSP. Since then, oil imports
have declined to less than 5 percent—around $700
million. In monetary terms, this decline has been
steeper than the overall decline in GSP imports. In
addition, Equatorial Guinea, a large oil importer,
was graduated from the GSP in 2011. Prior to gradu-
ation, Equatorial Guinea accounted for 21 percent of
GSP petroleum imports' in 2010, and 5 percent of
all imports. Equatorial Guinea’s graduation made it
ineligible for duty-free tariffs under the GSP.

While the compositional change is impor-
tant, GSP imports excluding mineral oils have still
declined overall since the pre-recession period, and
have returned to 1993 levels. This reflects a disap-
pointing historical pattern. Overall, GSP imports
have tracked below growth in overall imports into
the United States, as well as shipments from BDCs
that are made outside the GSP program. After 2006,
GSP imports declined in line with other imports, a
reflection of the deteriorating external environ-
ment. However, the GSP has also been the anomaly
since that time. Since 2006, other import categories,
including overall imports and imports from BDCs,
have recovered close to pre-recession levels. The
GSP, however, has continued consistently to decline.

To put this in perspective: If overall GSP imports
continue to decline at the same pace as they have
declined since 2006, imports under the GSP pro-
gram will approach zero by about 2025. While this
scenario is unlikely, it is a call to action for Congress
and the President that reform is needed to keep the
GSP relevant for both the U.S. producers that rely

Ibid.

Office of the United States Trade Representative, “GSP by the Numbers,” March 5, 2014,
http://www.ustr.gov/sites/default/files/GSP-by-the-numbers-030514-final.pdf (accessed July 17, 2014).

10. U.S. International Trade Commission, “Harmonized Tariff Schedule of the United States (2014) (Revision 1),” 2014, chap. 27
http://www.usitc.gov/tata/hts/bychapter/index.htm (accessed July 28, 2014).
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CHART1
GSP Imports Have Stagnated

GSP—Generalized System of Preferences
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on those imports and the BDCs that benefit through
their economic growth.

GSP: Good Program, Bad Design

Stagnating GSP import levels reflect a number of
realities about the statutory constraints that limit
import growth. These restraints and the policy dis-
cretion of the program reflect the GSP’s dual role as
a tool of both foreign policy and economic develop-
ment. However, this reality should not limit the GSP
from providing market access for BDCs at an opti-
mal level. Indeed, the GSP becomes a more effec-
tive foreign policy tool the more it is utilized (the
more imports that enter under the program). More
imports mean more leverage on the beneficiary
country. From the very beginning, the program was
adopted to promote economic growth in develop-
ing countries by replacing aid with trade. Recently,
the trade aspect of the GSP has been undermined
by both the foundational structure of the program,
which has not adjusted to current market reali-
ties, and legislative interference in the form of mis-

guided reforms and uncertainty. When Congress
moves to renew the GSP it should consider reforms
that enhance GSP use, increase imports, and pre-
vent irrelevance.

Reduced Margins of Preference. Shrinking
margins of preference are one of the broadest cycli-
cal trends affecting GSP imports. The steady decline
of global tariff rates under both multilateral agree-
ments, like the Uruguay Round that spawned the
WTO, and regional trade agreements, like the North
American Free Trade Agreement (NAFTA), have
reduced the competitive margins that preferential
agreements once held. Under the GSP, eligible coun-
tries qualify for duty-free access for up to 5,000
product lines. However, when overall tariff margins
on a global or regional scale are decreased, the com-
petitive advantage of this duty-free access is dimin-
ished. In some cases, it is estimated that a 40 percent
reduction in current MFN tariff rates by the coun-
tries with large GSP programs (Canada, members of
the European Union, Japan, and the United States)
would result in a 1.7 percent decrease in least-devel-
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CHART 2

GSP Imports Relied Heavily on Mineral Oils

In 1996, mineral oils comprised a tiny share of GSP imports, but by 2008 they grew to 35 percent
of the total. Later when mineral oils tumbled, so did the overall value of GSP imports.
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oped-country exports. Select least-developed coun-
tries could expect to see up to an 11.5 percent loss of
exports.” Furthermore, these estimates are derived
from current MFN tariff levels, which are at histori-
cally low levels. The large decrease in margins over
the past two decades had undermined the preferen-
tial advantages of GSP-eligible countries. This point
has helped stall the multilateral Doha Round, and
spurred calls for aid compensation.'

This fall in margins has been compounded by
already high regulatory compliance costs for GSP

exports, which increase relative costs for products
claiming GSP duties. Shrinking margins of prefer-
ence have bumped up against fixed regulatory costs
related to, among other things, rules of origin compli-
ance. In fact, “the costs of complying with rules of ori-
gin ... can range from one to five percent of the value
of the imported goods [and] have a strong tendency to
wipe out the benefit of any margin of preference.”?
The GSP is particularly susceptible to rules-of-
origin compliance costs due to the high rules-of-ori-
gin de minimis rates. Currently, the de minimis rules

1. Kevin C. Kennedy, “The Generalized System of Preferences After Four Decades: Conditionality and the Shrinking Margin of Preference,”
Michigan State University College of Law Legal Studies Research Paper No. 09-21, September 26, 2011, p. 196.

12.  Food and Agricultural Organization of the United Nations, The Future of Preferential Trade Arrangements for Developing Countries and the Current
Round of WTO Negotiations on Agriculture, 2002, chap. 8, http://www.fao.org/docrep/004,/y2732E/y2732e0a.htm (accessed July 17, 2014),
and Bernard Hoekman and Susan Prowse, “Economic Policy Responses to Preference Erosion: From Trade as Aid to Aid for Trade,” World Bank

Policy Research Working Paper No. 3721, May 2008,

http://econ.worldbank.org/external/default/main?pagePK=64165259&theSitePK=475317&piPK=64165421&menuPK=64166093&entity

ID=000016406_20050919093149 (accessed July 28, 2014).

13.  Kennedy, “The Generalized System of Preferences After Four Decades,” p. 131.
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of origin rate for the GSP is 35 percent—in line with
other preferential programs, but significantly more
than recently completed free trade and trade-pro-
motion agreements. The GSP’s 35 percent rules of
origin rate means that 35 percent of the “appraised
value of the article at the time of entry into the Unit-
ed States” must come from the originating country.
This burden means that importers must provide
documentation throughout the value chain for any
incoming products claiming GSP benefits.

The high rules-of-origin de minimis makes the
GSP less competitive for eligible countries and pro-
ducers versus other trade agreements, and limits
GSP imports to commodity products with little
value added or assembly. In addition, according to
the Government Accountability Office, rules-of-ori-
gin compliance within preferential trade programs
have a negative effective on program usage rates."
If the GSP is meant to encourage economic growth,
and program utilization, it should reduce supply-
side constraints that limit adoption.

Creeping CNL Protectionism. Competitive-
needs limitations are another area that restricts
GSP imports and utilization. CNLs are monetary
or relative limits on imports from GSP countries
that are deemed internationally competitive in cer-
tain product categories.” When a CNL is reached, a
country is barred from importing that product duty-
free under the GSP until imports fall below the limit.
CNLs are meant to protect U.S. firms from duty-
free GSP imports of products that were directly
competitive with their business. Over the past two
decades, CNLs have been reformed twice, a process
that has lowered the monetary value of the limit and
attacked “super-competitive” imports to protect
U.S. businesses. These reforms equate to a creep-
ing protectionism that limits entry into the United
States of products that would otherwise be eligible
under the GSP.

The first round of reform to CNLs occurred in
1996 in an effort to broaden the distribution of GSP
benefits. Before 1996, CNL limits were determined
by the Trade Act of 1974, which at first set the limit
at $25 million in 1974, with increases indexed to
U.S. gross national product. By 1995, that limit

TABLE1

Rules of Origin in Select U.S. Trade
Programs and Agreements

De Minimis
Free Trade Agreement or Preferential Rule of
Trade Agreement Origin
Generalized System of Preferences* 35%
African Growth and Opportunity Act* 35%
Andean Trade Preference Act* 35%
Caribbean Basin Initiative* 35%
North American Free Trade Agreement 7%
Korea-U.S. Free Trade Agreement 10%
U.S.-Panama Trade Promotion Agreement 10%
U.S.-Peru Trade Promotion Agreement 10%

* Preferential trade program.

Source: Office of the U.S. Trade Representative, Trade
Agreements, http://www.ustr.gov/trade-agreements
(accessed July 17, 2014).
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had increased to $122 million. In place of these
original limits, the GSP Renewal Act of 1996 low-
ered the CNL to $75 million and introduced a new
percentage limit, which restricts GSP imports on
products whose value totals more than 50 percent
of all imports of that product in that year. In addi-
tion, the CNL monetary-limit indexing was adjust-
ed. With 1996 reforms, the CNL would increase by
$5 million each year. This new indexing formula
slowed down the potential for CNL increases in the
long term.'

In 2006, Congress again adjusted rules for CNLs,
this time “in an effort to limit duty-free access for so-
called ‘super-competitive’ products” by attacking
CNL waivers. In the new law, CNL waivers “should”
be revoked if they are older than five years and meet
two conditions. First, a waiver should be removed if
the product exceeds 150 percent of the competitive-
need limit. Second, it should be removed if a product
from a particular country exceeds 75 percent of “the

14. U.S. Government Accountability Office, International Trade: U.S. Trade Preference Programs Provide Important Benefits, but a More Integrated
Approach Would Better Ensure Programs Meet Shared Goals, March 2008, http://www.gao.gov/new.items/d08443.pdf (accessed June 27, 2014).

15.  Competitive-needs limits do not apply for LDBDCs.

16. Kennedy, “The Generalized System of Preferences After Four Decades,” p. 68.
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TABLE 2

Non-Eligible Products from GSP Countries

2012 2012 Trade

Import  Weighted
Product Category 2012 Imports 2012 Duties Rank Tariff
61 - Apparel Knitted or Crocheted $10.3 billion $1.8 billion 6 17.8%
62 - Apparel Not Knitted or Crocheted $10.7 billion $1.7 billion 5 15.9%
63 - Textile Articles, Needlecraft Sets, and Worn Clothing and Textiles $3.7 billion $279 million 14 7.5%
87 - Vehicles $2.2 billion $86 million 18 3.8%

Source: U.S. International Trade Commission, USITC Interactive Tariff and Trade DataWeb,

http://dataweb.usitc.gov/ (accessed July 22, 2014).
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total value of imports of that product from all coun-
tries.” As a result of these changes, $5.7 billion of
products have lost their GSP eligibility."”

These reforms have undermined the GSP by limit-
ingthe eligible products and program utilization.'* As
products become more successful in penetrating U.S.
markets, they lose eligibility for the GSP. Meanwhile,
reforms have failed to accomplish the expressed
goals. The distribution of GSP imports has changed
little over the past decade, despite changes in the
CNL that were meant to broaden participation.”
Meanwhile, 2006 reforms to protect U.S. producers
from “super-competitive” products of jewelry and
tires simply diverted imports from GSP countries to
non-GSP countries, instead of shifting production
onshore. These changes simply increased costs for
U.S. consumers purchasing these goods.*°

Mismatch of Product Eligibility. Declining
imports under the GSP and poor utilization of pref-
erences were also related to a mismatch between
product eligibility and BDC comparative advan-
tage. The GSP covers a vast array of products, near-
ly 5,000 for LDBDCs, and 3,500 for BDCs. However,
these products do not necessarily match what BDCs
actually export on international markets. In addi-
tion, GSP regulations for competitive needs limit the

products that BDCs are actually competitive at mak-
ing internationally, and thus would receive the most
benefits from a preferential program.

To maximize GSP benefits to developing coun-
tries and increase utilization of GSP product lines,
reforms should target products that have both high
import volumes (under the standard harmonized
tariff schedule), and high tariff rates. Currently, the
average trade-weighted tariff for BDC imports over-
all, both GSP and non-GSP, is 2 percent. Of the 20
top imports by BDCs into the U.S., six of them have
a weighted tariff that is over the 2 percent thresh-
old. This accounts for $11.4 billion, or 5 percent, of
all BDC imports. In particular, apparel, textiles,
and vehicles make up a significant portion of total
exports, yet are subject to high import tariffs and
reduced GSP eligibility.

In 2012,* four major product categories consti-
tuted the most egregious mismatch between import
volume and weighted tariff: apparel (knitted),
apparel (not-knitted), textiles, and vehicles. GSP
import rules currently only partially cover these
categories. In the case of vehicles, BDCs are eligible
for only 45 percent of product lines, while LDBDCs
are eligible for slightly more. In textiles, GSP coun-
tries are ineligible for most products except national

17. Coalition for GSP, “Competitive Need Limit (CNL) Waivers: A Primer,” April 2010, http://www.tradepartnership.com/pdf_files/CNL_Primer.pdf

(accessed July 17, 2014).

18. The GAO also found that CNL waivers limit program utilization. U.S. Government Accountability Office, International Trade.

19. Kennedy, “The Generalized System of Preferences After Four Decades,” p. 70.

20. Coalition for GSP, “U.S. Imports of Brake Parts from Brazil, Other GSP Countries Fall as China Continues Strong Export Growth,”
December 2008, http://www.tradepartnership.com/pdf_files/GSP_Brake_Parts_Info.pdf (accessed July 28, 2014), and Coalition for GSP,
“Indian and Thai Jewelry Producers Struggle to Maintain U.S. Market Share Without GSP Benefits,” December 2008,
http://www.tradepartnership.com/pdf_files/GSP_Jewelry_Info.pdf (accessed July 17, 2014).

21.  The last full year of GSP authorization was 2012.
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flags, banners, wall hangings, folklore products, and
some silk. Apparel is similar. GSP countries are inel-
igible except for a few categories, such as gloves and
mittens, silk items, and headbands.??

The fact that these products are ineligible for GSP
duty-free treatment means that U.S. companies pay
an additional $4 billion in duties on these products.
This tax eventually will be passed on to consumers
in the form of higher prices, which ultimately affect
economic growth in both the United States and
BDCs. Incorporating these and other high-volume,
high-tariff product lines into the GSP would encour-
age trade and growth in BDCs, while enhancing
GSP utilization.

Time to Renew and Reform the GSP

The Generalized System of Preferences has been
a source of growth and a vital link between develop-
ing countries and the United States over the past 30
years. Recently, however, congressional and execu-
tive complacency has let the program wane, ignor-
ing falling participation and creeping protectionism
in the program itself. Congress and the President
should again take up the GSP as a vital part of its eco-
nomic and foreign policy by:

= Renewing and reforming the Generalized
System of Preferences. Congress should incor-
porate needed GSP reforms, renew the program
for 10 years, and adopt an automatic renewal
mechanism to ensure the stability and certain-
ty needed to expand GSP imports and program
utilization. Growth in GSP exports has been the
most sustainable during long-term extensions of
the program, as short-term extensions cause pro-
grammatic uncertainty.??

= Reducing rules of origin to levels commen-
surate with other trade agreements. In the
2013 WTO Bali Agreement on trade facilitation,
U.S. negotiators made a commitment to making
the rules of origin for least-developed countries
“transparent and simple ... contribut[ing] to facili-

tating market access.”?* The U.S. should follow
through on that commitment. Lowering rules of
origin to levels equal to other free trade agree-
ments would encourage global production inte-
gration for GSP imports and expand applicable
products, helping BDCs integrate in the global
economy.?® Reducing rules of origin would have
the added benefit of reducing the GSP’s reliance
on oil and other commodity imports.

Reducing rules-of-origin compliance costs.
Current GSP rules of origin put an undue compli-
ance cost on GSP imports that further undermines
shrinking margins of preference. This hurts GSP
utilization and imports, and increases the costs of
utilization to between 1 percent and 5 percent.

Increasing or eliminating competitive needs
thresholds. Changes to CNL and CNL-waiver
regulations have equated to creeping protection-
ism in the GSP. Eliminating or increasing the
CNL threshold would encourage sustained bilat-
eral trade between the United States and BDCs,
and increase program utilization.

Indexing any future CNL threshold increas-
es to economic growth. Fixed indexing of the
CNL threshold reduces the percentage increase
in CNLs over time. Instead, competitive-needs
thresholds should be indexed to total import
growth or to growth in GDP.

Expanding GSP-eligible products to meet
BDC specializations. While the GSP covers up
to 5,000 products for qualifying countries, it fails
to cover some of the most important and com-
petitive products for BDCs. Zeroing out duties
or increasing accessibility to low tariffs for prod-
ucts such as apparel, textiles, and vehicles could
reduce duties and tariffs by billions of dollars,
including some tariffs that reach as high as 17
percent. The result would have a huge impact on
BDC growth.

22. U.S. International Trade Commission, “Harmonized Tariff Schedule of the United States (2014) (Revision 1)."
23. Sandler Trade LLC, “Alliance of GSP Countries,” http://sandlertrade.com/?page_id=636 (accessed July 17, 2014).

24. World Trade Organization, “Preferential Rules of Origin for Least Developed Countries,” December 11, 2013,
http://wto.org/english/thewto_e/minist_e/mc9_e/desci42_e.htm (accessed July 17, 2014).

25. Kimberly Ann Elliott, “Open Markets for the Poorest Countries: Trade Preferences That Work,” Center for Global Development, April 2010,
http://www.cgdev.org/sites/default/files/1423918_file_OpenMarkets_Final_0.pdf (accessed July 17 2014).
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Time to Act

The longer the GSP sits unauthorized, the more
irrelevant it becomes to potential companies and
governments. It is again time to make economic
freedom and free trade a centerpiece of American
foreign policy by renewing the GSP and enhanc-
ing its outcomes. Failing to do so will have negative
strategic and economic consequences for the United
States at home and abroad.

—Ryan Olson is Research Associate in Economic
Freedom in the Center for Trade and Economics, of the
Institute for Economic Freedom and Opportunity, at
The Heritage Foundation.




