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NOTE TO THE READER

Shortly after the Commission delivered this report to the Congress and to the President on
September 30, 2008, Congress passed and the President signed legislation that extends the
President’s authority to provide preferential treatment under the Andean Trade Preference
Act (ATPA) by 1 year, through December 31, 2009, subject to certain country-specific
exceptions for Bolivia and Ecuador. The legislation, which was contained in H.R. 7222, “To
Extend the Andean Trade Preference Act, and for Other Purposes,” passed the Senate and
House in final form on October 2 and 3 , 2008, respectively, and was signed into law by the
President on October 16, 2008. The legislation amended section 208 of ATPA (19 U.S.C.
3206).







PREFACE

The submission of this study to Congress continues a series of reports by the U.S.
International Trade Commission (“the Commission” or “USITC”) on the impact of the
Andean Trade Preference Act (ATPA) on U.S. industries and consumers. The current study
fulfills the Commission’s reporting requirement for calendar year 2007 and represents the
13th in the series.

ATPA, enacted on December 4, 1991, authorized the President to proclaim duty-free
treatment for eligible articles from Bolivia, Colombia, Ecuador, and Peru. ATPA has been
amended and the authority to provide preferential treatment has been extended several times,
most recently by the Trade Preference Extension Act of 2008. The authority to provide
preferential treatment is scheduled to expire on December 31, 2008. Section 206 of ATPA
requires the Commission to assess the economic impact of the Act “on United States
industries and consumers, and in conjunction with other agencies, the effectiveness of this
Act in promoting drug-related crop eradication and crop substitution efforts of beneficiary
countries.” The Commission is required to submit its report to Congress biennially by
September 30 of the year following the period covered in each report.
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EXECUTIVE SUMMARY

The Andean Trade Preference Act (ATPA) was enacted in 1991 to promote the development
of viable economic alternatives to coca cultivation and cocaine production by offering duty-
free or other preferential treatment to imports of eligible goods from Bolivia, Colombia,
Ecuador, and Peru.! Section 206 of ATPA requires the U.S. International Trade Commission
(the Commission) to prepare a biennial report assessing the actual and the probable future
effects of ATPA on the U.S. economy generally, on U.S. industries, and on U.S. consumers,
as well as the estimated effect of ATPA on drug-related crop eradication and crop
substitution efforts of the beneficiary countries. ATPA has been amended, and the
President’s authority to provide preferential treatment has been extended, several times.? The
authority to provide preferential treatment under ATPA is currently set to expire on
December 31, 2008. This report, the 13th in this series, provides the estimated impact of
ATPA during the calendar year 2007.2

ATPA tariff preferences can potentially affect (1) U.S. consumers by providing lower prices
and increased product variety; (2) the U.S. Treasury by reducing tariff revenue; and (3) U.S.
producers by displacing potential U.S. production of competing products, or by increasing
the demand for U.S. inputs into the production of goods produced in Andean countries that
receive preferential treatment under ATPA (e.g., use of U.S. cotton in the production of
Andean textiles exported to the United States). In addition, ATPA potentially provides
alternatives toiillicit coca production by increasing U.S. market access for Andean countries’
exports. This report assesses the impact of ATPA by examining the effect on the U.S.
economy as awhole, U.S. consumers, including the U.S. Treasury, and U.S. producers. The
guantitative analysis focuses on the 20 leading products that benefited exclusively from
ATPA, which accounted for 94 percent of imports that benefited exclusively from ATPA in
2007.

Since ATPA was enacted in 1991, it has had a minimal economic impact on the U.S.
economy as a whole, and on all but a limited number of U.S. industries and consumers. This
trend continued through 2007. Similar to prior years, imports under ATPA of knitted cotton
tops and fresh or chilled asparagus provided the most significant impact on U.S. consumers
through lower prices (as a result of duty free treatment). The most significant impact of
ATPA tariff preferences for U.S. producers occurred as a result of reduced domestic
production inindustries producing fresh or chilled asparagus and fresh cut flowers (roses and
chrysanthemums).

The probable future effects of ATPA are likely to be minimal, as investor uncertainty over
ATPA renewal and concerns about the impact of recently negotiated U.S. bilateral free trade
agreements (FTAs) with Colombia and Peru have dampened regional interest in investment
to produce ATPA-eligible exports, particularly in Boliviaand Ecuador. Moreover, according

! Coca leaves are the raw material used in the production of cocaine. Essentially all cocaine
originates in Bolivia, Colombia, and Peru. Ecuador has no significant coca cultivation, but serves
as a major transit country for illegal drugs.

2 Throughout this report, the term “ATPA” refers to ATPA as amended by subsequent
legislation. Also for the purpose of this report, the term “Andean” refers only to the countries
Bolivia, Colombia, Ecuador, and Peru.

% The analysis in this report generally focuses on developments during 2007 (or the most recent
year for which data are available), or on changes during the 2003-07 period.
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to U.S. and Andean industry sources, the recent short-term extensions of ATPA do not
coincide with business planning cycles and, as a result, discourage investment in the
production of ATPA-eligible products.

In 2007, the effectiveness of ATPA in reducing illicit coca cultivation and promoting crop
substitution efforts in the Andean countries continued to be small and mostly indirect.
Despite an increase in the land area under coca cultivation in Bolivia, Colombia, and Peru
during 2006 (the most recent year for which data are available), various U.S. and foreign
government agencies report that ATPA remains a key component of U.S. counternarcotics
efforts to provide economic incentives to stimulate economic development and the growth
of licit alternative economic activities in the Andean countries.

On September 25, 2008, President Bush announced that he proposed to suspend Bolivia’s

designation as a beneficiary country under ATPA and as an Andean Trade Promotion and
Drug Eradication Act beneficiary country.*

Key Findings

* Imports under ATPA: Of the $12.3 billion in U.S. imports entered under ATPA
in 2007, $11.5 billion, or 93 percent, could not have received tariff preferences
under any other program. The five leading products benefiting exclusively from
ATPA in 2007 were heavy crude oil; light crude oil; copper cathodes from Peru;
heavy fuel oil; and fresh-cut roses. The U.S. duties on copper cathodes and on
petroleum products such as crude and heavy fuel oil are low (1 percent ad valorem
or less) and, as aresult, ATPA tariff preferences likely had little impact on total U.S.
imports of those products.

* Impacton U.S. economy as awhole: The Andean countries collectively accounted
for 1.1 percent of total U.S. imports in 2007. The value of duty-free imports that
benefited exclusively from ATPA in 2007 accounted for about 0.6 percent of total
U.S. imports, or 0.09 percent of the U.S. GDP. Hence, the overall impact of ATPA-
exclusive imports on the U.S. economy continued to be negligible in 2007.

e Impact on U.S. consumers: Commission analysis found that imports of knitted
cotton tops provided the largest benefit, and fresh or chilled asparagus the second-
largest benefit, to U.S. consumers through lower prices, increased product variety,
and higher consumption ($40 to $44 million, and $31 to $33 million, respectively).
U.S. imports of the 20 leading ATPA-exclusive products produced net consumer

* This announcement followed the President’s identification of Bolivia as a major drug transit
or major illicit drug producing country. Presidential Determination No. 2008-28 of Sept. 15, 2008,
“Major Drug Transit or Major Illicit Drug Producing Countries for Fiscal Year 2009:
Memorandum for the Secretary of State,” 73 Fed. Reg. 54927 (Sept. 24, 2008). The U.S. Trade
Representative (USTR) subsequently announced that it would publish a notice in the Federal
Register inviting public comment on the President’s proposed action and scheduling a public
hearing. USTR, “U.S. Trade Representative Schwab Announces Proposed Suspension of Bolivia’s
Tariff Benefits,” Sept. 26, 2008; and 73 Fed. Reg. 57158 (Oct. 1, 2008).

% Copper cathodes are also eligible for duty-free entry under the U.S. Generalized System of
Preferences (GSP). However, copper cathodes from Peru exceeded the GSP competitive need
limit, and therefore were eligible for duty-free entry only under ATPA.
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gains (benefits to consumers net of U.S. Treasury losses due to lower ATPA tariffs)
for U.S. consumers in 2007. Cotton tops yielded the largest net benefit to U.S.
consumers (valued at $4.5 million to $7.8 million), followed by knitted cotton T-
shirts (valued at $2.4 million to $4.0 million), and fresh or chilled asparagus (valued
at $1.2 million to $2.8 million).

Impact on U.S. industries: Imports of certain products entered under ATPA may
have displaced 5 percent or more of the value of U.S. production in certain
industries in 2007. This displacement is a result of the very high share of the U.S.
market accounted for by these ATPA imports. These industries included: fresh or
chilled asparagus (56.1 percent of U.S. market share with a 4.5-17.1 percent
displacement, valued at $0.3 million to $1.9 million)®; fresh-cut roses (91.9 percent
of U.S. market share with a 1.1-6.6 percent displacement, valued at $0.3 million to
$1.9 million); and chrysanthemums (84.6 percent U.S. market share witha 1.1-6.5
percent displacement, valued at $0.1 million to $0.8 million).

The probable future effect of ATPA on the United States: Future effects of
ATPA are expected to be minimal on the U.S. economy overall and in most
economic sectors, even if ATPA preferences were extended. Information provided
in public testimony and written statements cited ATPA’s economic benefits for U.S.
consumers and for the Andean countries, but also reported that the uncertainties
related to the scheduled December 2008 expiration of ATPA and the recently
negotiated bilateral FTAs with Peru and Colombia were dampening investment.
Several industry representatives stated that new investment in ATPA-eligible
exports would require an extension of ATPA benefits for a much longer period of
time. Despite these uncertainties, the Commission identified ATPA-related
investments during 200607 in apparel, jewelry, wood furniture, tuna, and some
agricultural products.

Impact on drug crop eradication and crop substitution efforts: In 2007, ATPA
continued to have a small, indirect effect in support of illicit coca eradication and
crop substitution efforts in the Andean region. According to U.S. government data,
net land area under coca cultivation increased in Bolivia, Colombia, and Peru in
2005 and 2006 (the most recent year for which such data are available). However,
growth in the Andean flower and asparagus industries in 2006-07 as a result of
ATPA reportedly expanded job opportunities to individuals who otherwise might
have engaged in illicit drug crop production and related activities.

U.S.-Andean Trade in 2007

U.S. imports from the Andean countries: Since ATPA was enacted in 1991, U.S.
trade with the Andean countries has grown significantly. Total U.S. imports from
the Andean countries have quadrupled, growing from $5.0 billion in 1991 to $20.9
billion in 2007. Leading imports under ATPA and the leading suppliers of these
products are shown in figure ES.1.

® In the case of asparagus, displacement is likely the result of both the high share of the U.S.
market and the high normal trade relations duty rate of 21.3 percent ad valorem.
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Leading imports

Figure ES.1 Share of selected imports entered under ATPA by leading suppliers, 2007

Apparel Peru ‘ Colombia | |
| |
Asparagus Peru |
| |
Copper cathodes Peru |
| |
Cut flowers Colombia Ecuador |
Jewelry Bolivia [ Peru |
|
Petroleum products Colombia Ecuador |
| |
Plastics (PVC) Colombia |
| |
Tuna Ecuador
‘ ‘ ‘ ! ‘ ‘ ‘ ! ‘
0 10 20 30 40 50 60 70 80 90 100

Percent of total imports under ATPA

@ Bolivia @ Peru O Colombia 0 Ecuador

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

Note: Bars shown may not total 100 percent because figure shows only leading suppliers.

» Leading imports entered under ATPA: In 2007, U.S. imports entered under ATPA totaled $12.3
billion, down from $13.5 billion in 2006. This decline was driven largely by a $913 million decrease
in imports of petroleum products.

- Petroleum products (mostly crude oil) were the leading ATPA import category in 2007, with
imports valued at $8.2 billion, or 66.8 percent of total imports under ATPA. Colombia and
Ecuador were the main suppliers, and U.S. imports from both countries declined both in
terms of value and in volume during 2006-07.

- Copper cathodes were the second-leading ATPA import category in 2007, with imports valued
at $989 million, or 24.2 percent of non-oil ATPA imports. Peru was the sole supplier.

- Apparel was the third-leading ATPA import category in 2007, with imports valued at $922
million or 22.6 percent of non-oil ATPA imports. Peru and Colombia were the leading suppliers.

- Several categories of cut flowers combined (including roses, chrysanthemums, alstroemeria, and
carnations) made up the fourth-leading ATPA import category, with imports valued at $652
million in 2007, or 16 percent of non-oil ATPA imports. Colombia and Ecuador were the main
suppliers.
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e ATPA imports by suppling country in 2007:

- ATPA imports from Ecuador were valued at $4.6 billion, or 37.5 percent of the total. Petroleum
products made up 91.8 percent of ATPA imports from Ecuador in 2007. Other leading ATPA
imports from Ecuador included cut flowers (roses, chrysanthemums, and carnations) and tuna.
Virtually all tuna imports entered under ATPA were shipped from Ecuador.

- ATPAimports from Colombia were valued at $4.5 billion, or 36.8 percent of the total. Petroleum
products made up 72.7 percent of ATPA imports from Colombia. Other leading ATPA imports
from Colombia included cut flowers (roses, chrysanthemums, and carnations), apparel, and
plastic products (largely industrial plastics such as polyvinyl chloride (PVVC)). Colombia was the
second-largest global supplier of PVVC for the U.S. market in 2007.

- ATPAimports from Peru were valued at $3.0 billion, or 24.5 percent of the total. Leading ATPA
imports from Peru included copper cathodes (Peru was the only supplier of imports entered under
ATPA), knitted apparel, petroleum products (mostly crude oil), and fresh or chilled asparagus.
Peru was the leading global supplier of asparagus for the U.S. market in 2007.

- ATPA imports from Bolivia were valued at $148 million, or 1.2 percent of the total. Leading
ATPA imports from Bolivia included jewelry (mostly gold jewelry), petroleum products (mostly
crude oil), tungsten, and knitted apparel. Bolivia was the leading source of jewelry imports
entered under ATPA in 2007.

» U.S. exports to the Andean countries: U.S. exports to the Andean countries have more than tripled
since ATPA was enacted, growing from $3.8 billion in 1991 to $14.6 billion in 2007. The United
States is the leading supplier to each individual Andean country, with the exception of Bolivia.
Economic growth in the Andean countries has led to increased demand for U.S. capital and consumer
goods, resulting in growth of U.S. exports to the region that has outpaced import growth, thereby
reducing the U.S. trade deficit with the Andean countries. The United States is also an important
supplier of inputs used by Andean apparel and jewelry manufacturers to produce ATPA-eligible
exports.

Positions of Interested Parties

The Commission held a public hearing in connection with this investigation on July 22,
2008, in Washington, D.C. The Commission also received written public submissions in
connection with this investigation in response to a Federal Register notice.” The testimony
and the submissions generally related to one of four topics:

* ATPA has had a minimal effect on the overall U.S. economy, but mixed effects
on specific U.S. sectors: Several parties provided information to show that ATPA
has had a small impact on the U.S. economy because of the small share of total U.S.
imports that come from the Andean countries. Several industry and foreign
government representatives stated that U.S. consumers benefit from ATPA through
greater availability of Andean products in the U.S. market. They also reported that

" Appendix A reproduces the Federal Register notice by which the Commission provided
notice of a public hearing and solicited public comment, and app. B contains summaries of
submissions received by the Commission in response to the Federal Register notice.
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the positive effects of ATPA on U.S. industries include increased U.S. exports of
capital equipment and inputs used in the production of the ATPA-eligible products,
such as fertilizers and chemicals used by Andean flower exporters, and fabrics, yarn,
and trim used by Andean apparel exporters. Representatives of the California cut
flower industry and U.S. ceramic tile producers asserted that ATPA has had a
negative economic impact on those sectors. Representatives of U.S. copyright based
industries reported that U.S. companies suffer losses due to copyright piracy in the
Andean countries.

ATPA has had a positive effect on beneficiary countries: Interested parties stated
that ATPA has promoted investment and export-oriented production in the Andean
countries that, in turn, has generated economic growth and employment in the
beneficiary countries. They said that ATPA has supported export diversification in
the Andean countries, and has promoted the development of regional supply chain
integration. Several parties stated that the economic opportunities created by ATPA
also indirectly benefited workers’ families.

ATPA has had a positive effect on drug crop eradication and crop substitution:
Foreign government and industry representatives stated that ATPA has created
employment opportunities for workers who might otherwise engage in illicit drug
crop production, by promoting increased export-oriented production, encouraging
the development of new industries, and providing incentives for investment in the
Andean countries.

Uncertainties regarding the future of ATPA have adversely affected investment
and trade: Several parties expressed the concern that the short-term extensions of
ATPA preferential treatment authority since 2006 were acting as disincentives to
ATPA-related investment and trade. Other parties also expressed the concern that
implementation of bilateral FTAs with Peru and Colombia would erode ATPA
benefits for the beneficiary countries that do not have bilateral FT As with the United
States.
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CHAPTER 1
Introduction

The United States enacted the Andean Trade Preference Act (ATPA) in 1991 to encourage
the Andean countries of Bolivia, Colombia, Ecuador, and Peru to “expand economic
alternatives for those countries to help halt the production, processing, and shipment of
illegal drugs.” ATPA authorizes the President to provide duty-free treatment or other
preferential treatment to eligible Andean products.? ATPA has been amended and the
authority to provide preferential treatment extended by subsequent legislation since ATPA
was originally enacted. This report, the 13th in the series, fulfills a statutory mandate under
ATPA that the U.S. International Trade Commission (the Commission) report biennially on
the economic impact of ATPA on U.S. industries, consumers, and the economy in general,
as well as on the estimated effect of ATPA on drug-related crop eradication and crop
substitution efforts of the beneficiary countries.® The report assesses the impact of ATPA
during calendar years 2006 and 2007.*

Overview of ATPA-Related Legislation

ATPA was enacted in 1991 and became fully operative for all four beneficiary countries by
1993.> ATPA preferential treatment authority expired on December 4, 2001, but was
renewed retroactively on August 6, 2002, under the Andean Trade Promotion and Drug
Eradication Act (ATPDEA), part of the Trade Act of 2002.° ATPA preferential treatment
authority was scheduled to expire on December 31, 2006, but was extended for six months
by the Andean Trade Preferences Extension Act (ATPEA) for all four ATPA beneficiaries,
and for one year for beneficiary countries that meet certain milestones for completing a trade
agreement with the United States by June 30, 2007.” Preferential treatment authority was
extended prior to its expiration for all four beneficiary countries until February 29, 20082

! President George H.W. Bush, “Statement on Signing Legislation on Trade and Unemployment
Benefits,” Dec. 4, 1991, George Bush Presidential Library and Museum, public papers,
http://bushlibrary.tamu.edu.

219 U.S.C. 3201 et seq.

% The reporting requirement is set forth in sec. 206(a)—(c) of ATPA (19 U.S.C. 3204(a)—(c)).

* This report generally focuses on the impact of ATPA during calendar year 2007, the most recent year for
which data are available. To the extent that significant developments occurred during 2006, those trends are
noted in the report.

5 ATPA was passed by Congress on Nov. 26, 1991, and signed into law on Dec. 4, 1991 (Public Law 102-
182, title 11; 105 Stat. 1236, 19 U.S.C. 3201 et seq.). Minor amendments to ATPA were made by Public Law
102-583. ATPA became effective for Colombia and Bolivia on July 22, 1992 (Presidential Proclamation
6455, 57 Fed. Reg. 30069, and Presidential Proclamation 6456, 57 Fed. Reg. 30087, respectively); for
Ecuador on April 30, 1993 (Presidential Proclamation 6544, 58 Fed. Reg. 19547); and for Peru on Aug. 31,
1993 (Presidential Proclamation 6585, 58 Fed. Reg. 43239).

® Public Law 107-210, Title XXXI.

7 Public Law 109-432, section 7001 et seq., enacted Dec. 20, 2006.

8 Public Law 110-42, enacted June 30, 2007. The conditional extensions were also repealed.
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and was extended again prior to its expiration for all four beneficiaries until December 31,
2008.°

Throughoutthis report, the term “ATPA” refers to ATPA as amended by ATPDEA, ATPEA,
and subsequent legislation. The term “original ATPA” will be used to identify the original
ATPA program that expired in December 2001, so that the specific scope and requirements
of that statute can be discussed separately when needed. Also, for the purpose of this report,
the term “Andean” refers only to the countries Bolivia, Colombia, Ecuador, and Peru. Table
1.1 summarizes key ATPA-related events.

In November 2003, the United States announced its intention to initiate negotiations for
bilateral free trade agreements (FTAs) with the ATPA countries to enhance the U.S. trade
relationship with the region.'® Once the bilateral commitments of the FTAs (referred to as
trade promotion agreements) are implemented, the parties would no longer be designated as
beneficiary countries for the U.S. Generalized System of Preferences (GSP).* The United
States launched TPA negotiations with Colombia, Ecuador,*? and Peru in May 2004;
negotiations were not initiated with Bolivia, although Bolivia participated as an observer that
could join an agreement at a later date.*® The United States and Colombia concluded TPA
negotiations in February 2006; the agreement was signed in November 2006, and certain
amendments were made to the agreement in June 2007.** The U.S.-Colombia TPA is
currently awaiting approval by the U.S. Congress. The United States and Peru concluded
TPA negotiations in December 2005, and the agreement was signed in April 2006." After
certain amendments were made to the agreement in June 2007, the United States enacted
legislation in December 2007 approving the U.S.-Peru TPA and making the changesin U.S.

9 Public Law 110-191, enacted Feb. 29, 2008.

0 USTR, “USTR Notifies Congress of Intent to Negotiate Free Trade Talks with Andean Countries,”
press release, Nov. 18, 2003.

1 Sec. 201(a)(2) of the U.S.-Peru Trade Promotion Implementation Act (Public Law 110-138). GSP is
described in more detail below. Sec. 201(b) authorizes the President to proclaim such modifications or
continuation of any duty and continuation of duty-free treatment as the President determines to be necessary
or appropriate with respect to Peru. Concerns about the loss of ATPA tariff preferences for countries that
implement FTAs with the United States, and the implications that the loss of ATPA designation, and the
ability to regionally aggregate production for the purposes of rules of origin, would have for co-production
arrangements in place among the Andean countries, were expressed in testimony before the Commission,
July 22, 2008. See Ambassador Freddy Ehlers, Secretary General, Comunidad Andina; Steve Lamar,
executive vice president, American Apparel & Footwear Association; and John Strasburger, vice president
and managing director, VF Americas Sourcing, USITC transcript, 55-56 and 243-44.

2 TPA negotiations with Ecuador took place through March 2006. The United States suspended
negotiations with Ecuador in May 2006 after Ecuador cancelled its operating contract with U.S.-based
Occidental Petroleum and took control of the company’s operations. Occidental filed a request to institute
arbitration proceedings on the matter with the World Bank International Center for the Settlement of
Investment Disputes (ICSID) on May 17, 2006, where proceedings remain pending. ICSID, “Case
Information: Occidental,” and U.S. Department of State, Bureau of International Information Programs,
“United States Suspends Trade Negotiations with Ecuador.”

13 USTR, “Peru and Ecuador to Join with Colombia in May 18-19 Launch of FTA Negotiations with the
United States,” press release, May 3, 2004, and U.S. Department of Commerce, “U.S.-Andean Free Trade
Agreement Negotiations,” http://www.export.gov/fta/fta_negotiation_andean.asp.

1 USTR, “United States and Colombia Conclude Free Trade Agreement,” press release, Feb. 27, 2006,
and “Schwab Statement on Amendments to U.S.-Colombia Trade Promotion Agreement,” press release, June
28, 2007.

18 USTR, “United States and Peru Sign Trade Promotion Agreement,” press release, Apr. 12, 2006. See
also USITC, U.S.-Peru Trade Promotion Agreement. A copy of the full text of the agreement is available at
http://fwww.ustr.gov/Trade_Agreements/Bilateral/Peru_TPA/Final_Texts/Section_Index.html.
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TABLE 1.1 Andean Trade Preference Act: Timeline of selected events

Year Date and event
1991 * Nov. 26: Congress passes ATPA.
» Dec. 4: President signs ATPA into law, with preferential treatment authority scheduled to expire Dec. 4,
2001.2
1992 « Jul. 22: ATPA enters into force with respect to Bolivia and Colombia.
1993 | < Apr. 30: ATPA enters into force with respect to Ecuador.
« Aug. 31: ATPA enters into force with respect to Peru.
2001 | -+ Dec. 4: ATPA authority expires. GSP also lapses during this period, making ATPA-eligible goods
subject to U.S. duties.
2002 | * Aug. 6: ATPDEA renews ATPA authority retroactively to Dec. 4, 2001 (duties paid on ATPA-eligible
goods are eligible for refund), extending ATPA through Dec. 31, 2006.° ATPDEA also amends
ATPA to authorize duty-free treatment for certain products previously excluded from ATPA preferences.
« Oct. 31: President designates all ATPA beneficiaries as ATPDEA beneficiaries. ATPDEA enters into
force.
2003 | + Nov. 18: U.S. Administration notifies Congress of its intention to initiate free trade negotiations with
Bolivia, Colombia, Ecuador, and Peru.
2005 | e+ Dec. 7: The United States and Peru conclude FTA negotiations.
2006 | * Feb. 27: The United States and Colombia conclude FTA negotiations.
« Apr. 12: U.S. and Peruvian trade ministers sign FTA, the U.S.-Peru Trade Promotion Agreement (TPA).
* Nov. 22: U.S. and Colombian trade ministers sign the U.S.-Colombia TPA.
« Dec. 20: ATPEA signed into law, extending ATPA through June 30, 2007.° The act also grants an
additional 6 months to any beneficiary country that concludes a TPA with the United States, provided
the Congress and that country’s legislature both approve the TPA by June 30, 2007.
2007 « Jun. 27: Peru’s congress ratifies the amended TPA.¢
« Jun. 30: President signs into law an act extending ATPA authority through Feb. 29, 2008.°
» Oct. 30: Colombia’s congress ratifies the amended TPA.d
« Dec. 14: President signs U.S.-Peru TPA into law.’
2008 | * Feb. 29: Trade Preference Extension Act of 2008 signed into law, extending ATPA preferential

treatment authority through Dec. 31, 2008.°

Sources: Compiled by the staff of the U.S. International Trade Commission from multiple sources.

& Public Law 102-182. Minor amendments to ATPA were made by Pubic Law 102-583.

® Public Law 107-210.

¢ Public Law 109-432.

¢ The amendments pertain to a protocol reflecting the "Bipartisan Trade Deal" of May 10, 2007, between
Congress and the U.S. Administration that calls for the inclusion of core labor and environmental standards,
among other things, in the text of pending and future trade agreements.

¢ Public Law 110-42.

"The House of Representatives voted to approve the U.S.-Peru TPA on Nov. 2, 2007. The Senate voted to
approve the TPA on Dec. 4, 2007. The TPA is to enter into force once Peru takes the necessary steps to
implement it.

9 Public Law 110-191.
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law that would allow U.S. implementation.® The agreement is currently awaiting approval
and implementation by Peru.'’

Summary of the ATPA Program

ATPA authorizes the President to provide duty-free treatment or other preferential treatment
to imports of eligible goods from Bolivia, Colombia, Ecuador, and Peru, based on importer
claims for this treatment.’* ATPDEA amended the original ATPA to authorize duty-free
treatment for certain products previously excluded from ATPA trade preferences (see
“Eligible Articles” below for a discussion of eligible products). The following sections
summarize ATPA provisions concerning beneficiaries, trade benefits, and qualifying rules,
and the relationship between ATPA and GSP.

Beneficiaries

Under the statute as originally enacted and as amended in 2002, only Bolivia, Colombia,
Ecuador, and Peru are eligible to be designated as beneficiary countries. Designations are
made by the President, subject to certain statutory limitations and after taking into account
certain statutory factors. Under the original APTA, the President determined that all four
countries met the eligibility requirements of the statute and all were designated as beneficiary
countries. All four designations remained in effect until 2002, when the APTA provisions
were amended by ATPDEA. Among other things, ATPDEA amended the list of limitations
and factors in section 203(c)-(d) of ATPA, and this required the President to make new
determinations of eligibility for each of the four countries under the expanded list of

16 public Law 110-138, enacted Dec. 14, 2007.

7 Peru is a member of the Andean Community, a regional customs union whose other full members
currently include Bolivia, Colombia, and Ecuador. In addition to having in place a regional free trade area
and common external tariff, the Andean Community members have harmonized many of their policies,
including policies on intellectual property rights (IPR). The Andean common IPR regime is generally
referred to as Decision 486. In January 2007, Peru requested that Decision 486 be modified with respect to
certain areas. These modifications would be necessary for Peru to strengthen its domestic IPR legislation in
order to implement the IPR provisions of the U.S.-Peru TPA. On Aug. 14, 2008, the Andean Community
members voted to approve Decision 689, a new law that amends Decision 486 to allow each member country
to pass its own IPR laws. Andean Community, “Normativa Andina: Decisiones: Decision 689,”
http://www.comunidadandina.org/normativa/dec/D689.htm; “Andean Community Approves Reform Without
Bolivia—Peru-US Free Trade Deal to Move Forward,” Living in Peru,
http://www.livinginperu.com/news/7139; and “Andean IP Changes Allow Peru to Sign US FTA,” Weekly
News, Aug. 27, 2008,
http://www.managingip.com/Article/2001721/Andean-I1P-changes-allow-Peru-to-sign-US-FTA.html.

8 A WTO waiver is required because benefits are not extended on a most-favored-nation (MFN) basis.
The WTO waiver for the original ATPA program expired on Dec. 4, 2001. The United States requested a
waiver for ATPA, as amended by ATPDEA, in Feb. 2005 for the period ending Dec. 31, 2006; a decision on
the request remains pending. The United States submitted a revised draft for a WTO waiver for ATPA as
amended in 2007, reflecting the new ATPA statutory expiration date. This waiver request was discussed in
the WTO Council on Trade in Goods during meetings in 2007, but a decision remains pending. WTO, Report
(2007), and “Request for a Waiver.”
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limitations and factors.™ The President subsequently redesignated each of the four countries
in 2002.%°

On September 25, 2008, the President announced that he proposed to suspend Bolivia’s
designation as a beneficiary country under ATPA and as an ATPDEA beneficiary country.?
This announcement followed the President’s identification of Bolivia as a major drug transit
or major illicit drug producing country in his report issued on September 15, 2008, pursuant
to section 706(1) of the Foreign Relations Authorization Act, Fiscal Year 2003 (Public Law
107-228).%% Section 203(e)(2)(A) of ATPAZ requires that the President provide at least 30
days notice before suspending (or withdrawing) ATPDEA beneficiary country designation.
It also requires that the USTR accept written comments from the public concerning the
proposed action and hold a public hearing during the 30-day period. The USTR, in a news
release issued on September 26, 2008, announced that it would publish a notice in the
Federal Register inviting public comment on the President’s proposed action and scheduling
a public hearing. In noting the President’s September 15, 2008, report, the USTR’s news
release said that Bolivia’s recent actions expelling U.S. Agency for International
Development personnel and removing U.S. Drug Enforcement Administration officials from
the main areas of Bolivia’s illegal coca production, a marked increase in cocaine production,
the government’s failure to close illegal coca markets, and publicly stated policies that
increase government-sanctioned coca cultivation “placed in doubt the Bolivian government’s
commitment to cooperate in the fight against drug trafficking.”?

Eligibl