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From: ADDAPEARL@aol.com

Sent: Tuesday, September 05, 2006 8:50 AM

To: FN-USTR-FR0052

Subject: "2006 GSP Eligibility and CNL Waiver Review

As an owner of the Jewelry Trade, | strongly urge the USTR Panel to support continuation of the Duty
Free trade benefits for studded jewelry from India under GSP.

The existing GSP benefits are of critical importance to our profitablilty and more importantly it saves
the American consumer money.

| strongly urge you to recommend the continuation and renewal of GSP benefits for studded diamond
jewelry from India.

Thanking You,
Sincerely,

Richard Hahn
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2 Comments of
Affinia Group

These comments are filed on behalf of Affinia Group, Inc. (“Affinia’) of Ann

Arbor, Michigan in response to the request for public comments in Generalized System

of Preferences (GSP): Initiation of Reviews and Reguest for Public Comments, 71 Fed.

Reg. 45079 (August 8, 2006). As discussed further below, Affinia supports the
continuation of GSP benefits for Argentina, Brazil, India, and Venezuela without
modification. Affinia believes that the goals of the GSP program will be served by such a
continuation. Affinia also believes that the referenced countries are not at a stage of
economic development that justifies the modification of their GSP treatment. Affiniaalso
supports the continuation of the CNL waiver with respect to goods imported under tariff
provision 8708.39.50 from Brazil.

l. BACKGROUND

Affiniaisaglobal supplier of top quality automotive components for under hood
and under vehicle applications. Thisis a market segment that is extremely competitive. It
is also amarket segment that has faced serious disruption with major manufacturersin
the sector like Tower Automotive, Delphi, and Dana Corporation all filing for bankruptcy
protection since 2004. The level of competition in this market segment makes Affinia’'s
business operations extremely challenging.

In North Americathe Affiniafamily of brandsincludes WIX Filters, Raybestos
brand brakes, Aimco Brake Products, McQuay Norris, and Spicer Chassis. South
American and European brands include Nakata, Urba, and Quinton Hazell. Affinia has
operations in 19 countries, employing over 11,000 people. Affinia’s United States
locations include facilitiesin California, Texas, Illinois, Indiana, Kentucky, Missouri,

Oklahoma, Michigan, North Carolina, Pennsylvania, Delaware, South Carolina,
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Wisconsin, and Florida. In many of these locations Affinia or its predecessor companies
have been an important part of the community for decades.

Among the 19 countries in which Affinia operates are Argentina, Brazil, India,
Uruguay, and Venezuela. Affiniaalso operates extensively in the Europeans Union, as
well as North America.

1. COMMENTS

Asapreliminary matter, Affinia strongly supports the reauthorization of the GSP
program. In addition, and as discussed below, Affinia strongly supports the continuation
of Argentina, Brazil, India, and Venezuela as GSP beneficiary countries. Affinia
understands that the criteria for withdrawal, suspension, or limitation of country
eligibility for GSP are found in 19 U.S.C. § 2462(d). These include:

(1) the effect such action will have on furthering the economic development of

developing countries through their exports;

(2) the extent of the beneficiary developing country’ s competitiveness with

respect to eligible articles; and

(3) acountry’slevel of economic development, including per capita gross

national product, the living standards of its inhabitants, and any other factor
the President deems appropriate.

Reviewing these criteria with respect to Argentina, Brazil, India, and Venezuela,
Affiniabelieves that continuation of GSP benefits for these countries is warranted.
Furthermore, Affinia believes that the larger goals of the GSP program will be served by
continuing to treat these countries as GSP eligible, as the positive economic devel opment

of these countries acts as a spur and a magnet to the economic development of their lesser
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developed regions. Affiniafirst addresses the general goals of the GSP program, then
conditions in the individual countries, and finally its support for the CNL waiver for
goods imported under HTSUS 8708.39.50 from Brazil.

A. The Goals of the GSP Program

As discussed further below, Affinia believes that any changes to the operation of
the GSP should be based on helping to maximize the extent to which current and future
GSP transactions help beneficiary developing countries (“BDCS”) gain development,
jobs, and stability, rather than regarding GSP as a zero-sum program and removing GSP
treatment from countries that have utilized the program successfully in the past. A
strategy based on maximizing current and future GSP transactions would be in keeping
with the United States' goal of assisting BDCsin using trade to promote their economic
development, regardless of whether that trade is directly with the United States.
Consequently, Affinia does not believe that removing GSP treatment from countries that
currently utilize the GSP program will do so. Instead, Affinia believes that the United
States should consider any of a number of proposals designed to enhance the utility of the
GSP program to more countries. An example of such a proposal, the United Nations

Conference on Trade and Development (“UNCTAD”) publication Trade Preferences for

LDCs: An Early Assessment of Benefits and Possible | mprovements,

UNCTAD/ITCD/TSB/2003/8 (2003) makes four suggestions to improve the utility of the
GSP program. These are: (1) extend coverage to al products; (2) extend the time frame
of GSP preferences to provide stability; (3) adopt a harmonized import percentage

criterion; and (4) enlarge the scope of cumulation to all countries. Id. at 111.
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Affiniabelieves that the second and fourth UNCTAD suggestionsin particular
have the potential to assist BDCs in using trade to promote their economic development.
Extending the time frame for GSP preferences helps BDCs attract investment because it
allows investors stability and predictability in their interactions with the United States.
The longer time frames provided for the African Growth and Opportunity Act (“AGOA”)
are an important benefit to AGOA countries. They can seek investment from abroad, and
develop industries internally with the knowledge that AGOA benefits will not expire as
often as GSP benefits do, and will not become subject to political delays and pressures as
often as GSP benefits. All GSP countries would benefit from an extended time frame for
GSP benefits.

In addition, UNCTAD’ s fourth suggestion—enlarging the scope of cumulation to
al countries~would likely be a particularly useful change to the GSP program that would
maximize the utility of the program for countries that do not currently receive substantial
benefits from program. Currently, the GSP regulations indicate that certain associations
of countries designated by the President are treated as a single country for purposes of
establishing GSP benefits. This means, among other things, that all of the materials,
labor, etc. from a country in a designated association may be applied to the 35%
calculation necessary for most GSP goods to meet the origin criteriafor GSP benefits.
Thus, if Bolivian copper is used to produce a good in Venezuel a, the value of the
Bolivian copper may be included in the calculation of the 35% of appraised value
necessary for the Venezuelan good to be granted duty-free access to the United States
under GSP. Thisis potentially a boon to Bolivian copper producers, as they may not have

customers in the United States, but still benefit from GSP insofar as their Venezuelan
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customer benefits from the added value the Bolivian copper brings, and duty free access
to the United States market. In such situations, the United States import documentation
shows “Venezuela” as the country of origin, but the benefit provided by GSP has rippled
through the Andes.

Unfortunately, the list of associations of countries designated by the President for
treatment as a single entity reflects very limited coverage of countries surrounding the
biggest users of GSP listed in the TPSC’ s notice. For instance, there are no designated
associations of countries that include Argentina or Brazil. Thus, materials used in Brazil
by Affiniathat may, for instance, be sourced in Bolivia, Peru, Columbia, Ecuador,
Uruguay, Paraguay, Argentina, or any of Brazil’s other GSP-eligible neighbors, are not
counted into the 35% calculation that Affiniatypically must undertake. As such, thereisa
disincentive for Affinia, or any similarly situated company, to seek out and cultivate
sources in these countries. Thus, when a Brazilian automotive component enters the
United States under GSP, it isless likely that the GSP benefit will have rippled across
South America. Thisis true even though some of the countries closest to Brazil arein
dire need of economic devel opment.

Furthermore, even where countries that are major users of GSP areincluded in a
designated association of countries, the benefits of this listing may not be as broad as
possible. Thus, although Venezuelais a member of the Andean group, inputs from a
regional least developed country (“LDC”) like Haiti could not be included in the 35%
calculation for a Venezuelan manufacturer since Haiti is not part of the Andean group.

Thus, the GSP program creates a limited incentive for manufacturersin countries
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successfully using the GSP program to source from countries that have not historically
benefited significantly from GSP.

Affiniabelieves that the UNCTAD proposals are only one means of making the
GSP program work more effectively for all beneficiary countries. Other programs and
proposals could also achieve this goal. However, Affinia believes that removing the GSP
benefit from countries that successfully utilize the GSP now to export to the United States
will have the effect of depressing development in the countries from which GSP
treatment is removed, as well as, in some cases, their neighboring regions. Whileitis
unlikely that major manufacturing facilities will leave countries because of the loss of
GSP, it islikely that new investment and sourcing will flow to other established
locations, rather than to BDCs that have no established manufacturing facilities or
experience. As such, this would be more likely to increase investment in countries that
either already have substantial GSP exports to the United States, or countries like China
that are substantial trade partners of the United States without the benefit of GSP.

B. Argentina

Affinia believes that application of the criteriaof 19 U.S.C. § 2462(d) weighsin
favor of retention of GSP benefits for Argentina. Argentinais an upper-middle-income
country in 2005, and did account for 0.38% of world exportsin 2004. However, utilizing
WTO and World Bank data with regard to Argentina makes clear that Argentinais barely
an upper-middle-income country, and that it is not at an economic stage of development
that justifies graduation from the GSP program.

First, while Argentina’ s Gross National Income (“GNI”) per capitais reported as

$4470 by the World Bank, it must be noted that thisis barely above the $3466 GNI per
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capita used by the World Bank to define the lower threshold of upper-middle-income
countries. Furthermore, while Argentinais currently a middle-upper-income country, its
GNI per capitain recent years has fluctuated broadly.! By some measures Argentina's
GNI per capitaisroughly one-half its GNI per capitain 1995, and as recently as 2000
stood at $7470.% Thus, the fact that Argentina is barely within the range of upper-middie-
income countries in 2005 should not be taken as a sign of the positive progressin
Argentina s development. Instead, these figures are a clear indication that Argentina will
need the benefits of the GSP program if it isto regain its status as a country in the middle
of the upper-middle-income countries.

In addition, while Argentinais a significant user of the GSP program, it is
important to keep the scope of the benefit of GSP to Argentinain context. In 2004 the
value of al GSP imports from Argentinainto the United States was $562,858,000. In
2004 Argentina s population was roughly 38,226,000. Thus, on a per capita basisthe
value of products shipped to the United States by Argentina was under $15. By contrast,
the per capita value of Chinese shipments to the United States in 2005 was about $186.
Thus, the societal penetration of GSP benefits into the Argentine economy is very
shallow, and not supportive of graduation from the GSP program.

Finally, Affinia notes that one of the goals the TPSC has previoudly indicated for
the GSP program is to broaden participation and distribution of the benefits of the

program. Affinia believes that Argentina s economic development will be hurt by

! Seeeq. Valdovinos, Carlos Fernandez, “ Growth Inequality, and Social Equity in Argentind’ En Breve
(World Bank) available at http://www-

wds.worldbank.org/external/defaul t/\WD SContentServer/IW3P/I B/2005/12/16/000160016 2005121613320
2/Rendered/PDF/346450ENGL | SHO82NOV 05A RGrowth.pdf (last visited September 5, 2006).

2 Argentina Data Profile 2000-2004 (World Bank) available at
http://devdata.worldbank.org/external/CPProfile.asp?PTY PE=CP& CCODE=ARG (last viewed September
5, 2006).



../../../../../../www-wds.worldbank.org/external/default/WDSContentServer/IW3P/IB/2005/12/16/000160016_20051216133202/Rendered/PDF/346450ENGLISH082NOV05ARGrowth.pdf
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graduating Argentina from the GSP program. It is likely that without the benefit of GSP
eligibility it islikely that alarge percentage of articles currently sourced in Argentina
would most likely be sourced in China. Affinia does not believe that it would be feasible
to seek sources for imported goods from other less developed countries such as Paraguay
or Boliviaif Argentina ceased to be a GSP country. However, for many articles China
has shown the ability and capacity to manufacture the goods at very attractive prices.

In light of the above data, Affiniabelievesthat it is clear that graduating
Argentina from the GSP program would be detrimental to the country’s economic
development, asit would likely lessen exports dramatically over a number of years.
Affiniaaso believes that an important element in Argentina s competitive position isits
GSP dligibility. Finally, Affinia believes that the data show that Argentinais not at a
stage in its economic development, whether measured in terms of GNI per capita, or
other measures, that makes graduation from GSP appropriate at this time.

C. Brazil

Affinia believes that, as was true in the case of Argentina, the application of the
criteriaof 19 U.S.C. § 2462(d) weighs in favor of retention of GSP benefits for Brazil.
Brazil was alower-middle-income country in 2005, and accounted for 1.05% of world
exports in 2004. However, Brazil also bears atremendous debt burden, qualifying asa
“severely indebted” country under World Bank definitionsin 2003.% Utilizing WTO and
World Bank data with regard to Brazil makes clear that Brazil is not at an economic stage

of development that justifies graduation from the GSP program.

3 See Classification of Economies (World Bank) available at
http://siteresources.worldbank.org/|NTRGEP2004/Resources/classification.pdf for alist of economies
organized by income and debt (last viewed September 5, 2006).
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AsBrazil’s GNI per capitafigures ($3000 in 2004) make clear, Brazil’ s economic
development has not yet generated very significant per capita wealth for its popul ation.
Perhaps more importantly, Brazil has experienced broad fluctuationsin its GNI similar to
Argentina’s. For instance, as recently as 2000 Brazil’s GNI per capitawas $3590. In
2003 this figure had dropped to $2680. These figures are a clear indication that Brazil,
far from possessing an economy on a clear upward development path, is an economy still
struggling to achieve the level of GNI per capitait had six years ago. Thisis not the
profile of acountry prepared for GSP graduation.

In addition, while Brazil is a significant user of the GSP program, it isimportant
to keep the scope of the benefit of GSP to Brazil in context. In 2004 the value of all GSP
imports into the United States from Brazil was $3,167,779,000. In 2004 Brazil’s
population was roughly 178,718,000. Thus, on a per capita basis the value of products
shipped to the United States by Brazil was under $18. Thisis agreater per capita
penetration than Argentina has achieved, but is still one tenth the 2005 value of per capita
value of Chinese shipments to the United States in 2005 was about $186. Thus, the
societal penetration of GSP benefits into the Brazilian economy is very shallow, and not
supportive of graduation from the GSP program.

Finally, Affinia notes that one of the goals the TPSC has previoudly indicated for
the GSP program is to broaden participation and distribution of the benefits of the
program. Affinia believes that Brazil’ s economic development will be hurt by graduating
Brazil from the GSP program. It islikely that without the benefit of GSP eligibility itis

likely that alarge percentage of articles currently sourced in Brazil would most likely be

* Brazil Data Profile 2000-2004 (World Bank) available at
http://devdata.worldbank.org/external/CPProfile.asp?PTY PE=CP& CCODE=BRA (last viewed September
3, 2006).



http://devdata.worldbank.org/external/CPProfile.asp?PTYPE=CP&CCODE=BRA

11 Comments of
Affinia Group

sourced in China. Affinia does not believe that it would be feasible to seek sources for
imported goods from other |ess devel oped countries such as Paraguay or Boliviaif Brazil
ceased to be a GSP country. However, for many articles China has shown the ability and
capacity to manufacture the goods at very attractive prices.

In light of the above data, Affiniabelievesthat it is clear that graduating Brazil
from the GSP program would be detrimental to the country’ s economic development, as
it would likely lessen exports dramatically over a number of years. Affinia also believes
that an important element in Brazil’s competitive position isits GSP eligibility. Finaly,
Affiniabelieves that the data show that Brazil is not at a stage in its economic
development, whether measured in terms of GNI per capita, or other measures, that
makes graduation from GSP appropriate at thistime.

D. India

Like Argentinaand Brazil, Indiais alarge user of the GSP program, with over
$4,179,276,000 in GSP imports from India, and roughly 0.82% of the world’ s exports.
However, this analysis of raw dollar values and world export percentages create a deeply
distorted picture with regard to India because of India’ s enormous size. It also does not
account for the fact that Indiais the sole low-income country on the list of countries
referenced in this Federal Register notice. GNI per capitain India stands at $620 in 2004.

India currently has a population of approximately 1.1 billion people.® Thus,

roughly one person in six worldwide is aresident of India. The population of India

® Trade Profiles: India 2005 (World Trade Organization) available at
http://stat.wto.org/CountryProfile/W SDBCountry PFView.aspx?L anguage=E& Country=IN (last viewed
September 5, 2006).



http://stat.wto.org/CountryProfile/WSDBCountryPFView.aspx?Language=E&Country=IN

12 Comments of
Affinia Group

represents roughly 17% of the world total.° However, India s total share of world exports
represents just 0.82% of the world total. Factoring India s size into its percentage of
world exports, India s share of world exports can be seen as almost negligible. In contrast
China, with asimilar population to India’s, had 6.46%’ of the world’s exports in 2004—a
figure that has surely increased in the interim.

Furthermore, while the value of Indian exports to the United States under the GSP
program exceed $100 million, utilization of the program by India constituted |ess than $4
per capitain 2005.% Therefore, while the volume of Indian GSP-eligible importsis high,
India s utilization is extremely low. In addition, GSP-eligible imports from India
represented roughly 22% of the total import value into the United States from Indiain
2005. Given the low penetration of the GSP program into Indian manufacturing, as well
as India swildly disproportionately small share of world exports, removing the GSP
benefit from such a proportion of India s already meager exportsis not likely to assist
India’s future development through exports.

In addition, Affinia notes that one of the goals the TPSC has previously indicated
for the GSP program is to broaden participation and distribution of the benefits of the
program. Affinia believes that India’ s economic development will be hurt by graduating
India from the GSP program. It islikely that without the benefit of GSP eligibility it is
likely that alarge percentage of articles currently sourced in Indiawould most likely be

sourced in China. Affinia does not believe that it would be feasible to seek sources for

® See Total Midyear Population of the World 1950-2050, (United States Census Bureau) available at
http://www.census.gov/ipc/www/worldpop.html (last viewed September 5, 2006).

" Trade Profiles: China 2005 (World Trade Organization) available at
http://stat.wto.org/CountryProfile/WSD B CountryPFView.aspx?L anguage=E& Country=CN (last viewed
September 5, 2006).

8 United States International Trade Commission data indicates that the value of Indian importsinto the
United States with GSP dligibility was $4,179,276,000 in 2005.
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imported goods from other |ess devel oped countries such as Bangladesh or Sri Lankaif
India ceased to be a GSP country. However, for many articles China has shown the
ability and capacity to manufacture the goods at very attractive prices. In fact, in
manufacturing terms, Chinais aready India’s greatest rival.

Finally, in addition to aiding its own economy, the GSP benefits accorded to India
also play arole in benefiting the surrounding economies. Indiais part of the South Asian
Association for Regional Cooperation; goods produced in India can include Bangladeshi,
Bhutanese, Nepalese, Pakistani, and Sri Lankan content toward the 35 percent value-
added GSP requirement. India s GSP status, therefore, provides an incentive for
manufacturersin Indiato look to those neighboring lesser-devel oped countries for
suppliers rather than more developed low cost supplier countries such as China. Thus,
removing Indiafrom GSP could take business from these |least developed beneficiary
developing countries (“LDCs”), which is contrary to the original intent of GSP. In this
context, it isnot likely that a company would rel ocate an established factory from Indiato
Bangladesh, for example. However, if Indialoses GSP, it isvery likely that Indian
companies would lose their incentives to use Bangladesh as a supplier for materials to be
used in the production of goods for export to the United States, and Chinawould likely
be alow cost aternative. Thus, if the goal of the TPSC isto promote trade in the |east
developed countries, removing GSP for India defeats this goal.

In light of the above data, Affiniabelievesthat it is clear that graduating India
from the GSP program would be detrimental to the country’ s economic development, as
it would likely lessen exports dramatically over a number of years. Affiniaalso believes

that an important element in India’ s competitive position isits GSP eligibility. Finally,
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Affiniabelieves that the data show that Indiais not at a stage in its economic
development, whether measured in terms of GNI per capita, or other measures, that
makes graduation from GSP appropriate at thistime.

E. Venezuela

Affinia believes that application of the criteriaof 19 U.S.C. § 2462(d) weighsin
favor of retention of GSP benefits for Venezuelaas it does for Argentina, Brazil, and
India. Venezuelais an upper-middle-income country in 2005, and did account for 0.42%
of world exports in 2004. This number was likely artificialy inflated by Venezueld' s
exports of petroleum. However, utilizing WTO and World Bank data with regard to
Venezuela makes clear that Venezuela' s status as an upper-middle-income country is
tenuous, and that it is not at an economic stage of development that justifies graduation
from the GSP program.

First, while Venezuela' s Gross National Income (“GNI”) per capitais reported as
$4030° by the World Bank, it must be noted that this is barely above the $3466 GNI per
capita used by the World Bank to define the lower threshold of upper-middle-income
countries. Furthermore, while Venezuelais currently a middle-upper-income country, its
GNI per capitais susceptible to rapid changes, since the world price of oil hasa
disproportionate impact on the value of Venezuelan GNI.™ Thus, Venezuela's status as
an upper-middle-income country does not reflect a successful development strategy with

adiverse and developed economy, but rather, the distorting effect of petroleum on the

° Venezuela Data Profile 2000-2004 (World Bank) available at
http://devdata.worldbank.org/external/CPProfile.asp?PTY PE=CP& CCODE=VEN (last viewed September
3, 2006).

10« Apnual Statistics Bulletin 2004” (OPEC) at Table 3 available at

http://www.opec.org/library/Annual %20Stati sti cal %20Bul | etin/pdf/A SB2004.pdf showing GDP in relation
to oil prices for OPEC members (last viewed September 5, 2006).
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economy. Therefore, Venezuelawill continue to need the benefits of the GSP program if
it isto develop an economic base able to provide development for its popul ation.

In addition, while Venezuelais a significant user of the GSP program, it is
important to keep the scope of the benefit of GSP to Venezuelain context. In 2004 the
value of al GSP imports from Venezuela into the United States was $815,403,000. In
2004 Venezuela s population was roughly 26,127,000. Thus, on a per capita basis the
value of products shipped to the United States by Venezuelawas roughly $30. As
mentioned previoudly, the per capita value of Chinese shipmentsto the United Statesin
2005 was about $186. Thus, the societal penetration of GSP benefits into the Venezuelan
economy is very shallow, and not supportive of graduation from the GSP program.

Finally, Affinia notes that one of the goals the TPSC has previously indicated for
the GSP program is to broaden participation and distribution of the benefits of the
program. Affinia believes that Venezuela s economic development will be hurt by
graduating Venezuela from the GSP program. It is likely that without the benefit of GSP
eigibility it islikely that alarge percentage of articles currently sourced in Venezuela
would most likely be sourced in China. Affinia does not believe that it would be feasible
to seek sources for imported goods from other less developed countries such as Bolivia or
Peru if Venezuela ceased to be a GSP country. However, for many articles China has
shown the ability and capacity to manufacture the goods at very attractive prices.

In light of the above data, Affiniabelievesthat it is clear that graduating
Venezuela from the GSP program would be detrimental to the country’ s economic
development, asit would likely lessen exports dramatically over a number of years.

Affiniaaso believes that an important element in Venezuela s competitive position isits
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GSP dligibility. Finally, Affinia believes that the data show that Venezuelaisnot at a
stage in its economic development, whether measured in terms of GNI per capita, or
other measures, that makes graduation from GSP appropriate at this time.

F. CNL Waiver for 8708.39.50 from Brazil

Affiniaunderstands that based on current trade data, imports from Brazil under
HTSUS provision 8708.39.50 substantially exceed the $120 million threshold for 2005.
However, Affinia supports continuation of the CNL waiver because Affinia believes that
it isunlikely that a United States industry would be adversely affected by continuation of
the waiver, and that continuation of this waiver isin the economic interest of the United
States.

Affiniabelieves that the considerations set forth in 19 U.S.C. 88 2461 and 2462(c)
support the continuation of this CNL. First, Affinia notes that exports from Brazil to the
United States of goods under HTSUS 8708.39.50 represent roughly 18% of the total
Chapter 87 shipments from Brazil to the United States.™* These same figures show that
Chapter 87 exports from Brazil constitute just over 10% of the value of all Brazilian
shipments to the United States. Thus, shipments under this CNL are an important
component of a significant portion of Brazil’'s exports to the United States. Consequently,
removing the GSP benefits from these productsis likely to have a disproportionate
negative impact on furthering the economic development of Brazil through the expansion
of its exports.

In addition, Affinia believes that the anticipated impact on United States

producers of like or directly competitive products of removing the CNL waiver for

| TC data reflects $241,751,000 in 2005 import value for 8708.39.50 in 2005, and $1,321,267,000 in total
Chapter 87 value for 2005.
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shipments under 8708.39.50 from Brazil would be negative. Affiniabelieves that avery
significant portion of the shipments from Brazil under this provision are made to the
same United States companies that also produce like products. For many of these
companies, Brazilian manufacturing has been integrated into their sourcing, and
represents aresource, rather than negative competition. As such, removing the CNL
waiver would actually harm these United States companies, rather than assist them.

Third, with regard to the extent to Brazil’ s competitiveness with respect to goods
of 8708.39.50, Affinia notes that goods classifiable under this provision face the same
intense pressure that al other goods in the automotive components industry face. Thelist
of the five largest (by value) supplying countries for these articlesin 2005 is: (1) Canada;
(2) Mexico; (3) Japan; (4) China; and (5) Brazil. The goods of Canada and Mexico
aready enjoy duty-free entry into the United States under the North American Free Trade
Agreement. The goods from Japan enjoy the structural advantage of supplying the
growing Japanese transplant manufacturing market in many instances. Thus, if Brazil
were to lose its CNL waiver for these products, it would be competing directly with
China as the two countries without benefit of GSP eligibility, and without the benefit of
supplying a domestic/transplant automotive sector. Affinia does not believe that Brazil
would be able to compete directly with China over time for these goods under those
conditions.

Finally, the criterion of 82462(c)(4) has been discussed above, and need not be
completely rehashed here. However, as discussed above, Brazil has not reached a point of

steady, sustainable economic growth, and continues to have economic indicators



18 Comments of
Affinia Group

indicative of a country that benefits from the GSP, rather than one prepared to be
graduated from the GSP program.
1. CONCLUSION

For the reasons stated above, Affinia supports continuation without change in the
GSP dligibility for Argentina, Brazil, India, and Venezuela. Affiniadoes not believe that
the goals of the GSP program would be met by graduating these countries from GSP
eligibility, and does not believe that the economic data for these countries merits their
graduation.

Affiniaalso believes that the CNL waiver for goods imported under HTSUS
8708.39.50 from Brazil should be retained. Retention of this waiver would assist Brazil’s
development, and would not harm United States producers of like products.

Please do not hesitate to contact us if you have any questions regarding this
matter.

Very truly yours,
BARNES, RICHARDSON & COLBURN
By: /¢ David G. Forgue

David G. Forgue
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September 5, 2006

Ms. Marideth J. Sandler

Executive Director for the GSP Program

Chairman, GSP Subcommittee of the Trade Policy Staff Committee
Office of the U.S. Trade Representative

USTR Annex, Room F-220

1724 F Street, NW

Washington, DC 20508

EMAIL: FRO052@USTR.EOP.GOV

RE: Comments Related to the Eligibility of GSP Beneficiaries (71
Federal Register 45080, August 6, 2006: Bottle-Grade PET Resin
Imports from India, Indonesia and Thailand (HS 3907.60.00.10)

Dear Chairman Sandler:
On behalf of the members of the Food Products Association (FPA), this
letter responds to the August 8, 2006 Federal Register notice referenced
above requesting comments on the eligibility of certain Generalized System
of Preferences (GSP) beneficiaries. FPA is the voice of the $500 billion U.S.
food processing industry on scientific and public policy issues involving
food safety, nutrition, technical and regulatory matters and consumer affairs.
FPA's laboratory centers, its scientists and professional staff represent food
industry interests on government and regulatory affairs and provide research,
technical services, education, communications and crisis management
support for the association's U.S. and international members, who produce
processed and packaged foods, drinks and juices.

FPA submits this letter to support maintaining the application of
duty-free treatment with respect to India, Indonesia and Thailand.
FPA members are most specifically interested in maintaining duty free
status as it relates to imports of bottle grade polyethelene
terephthalate (PET) resin (HTS 3907.60.0010). PET resin is used to
manufacture the plastic bottles and packages that contain many
common processed food products such as fruit juices, soft drinks,
soups, and frozen foods. The countries of India, Indonesia and
Thailand account for 18% of the U.S. market and the withdrawal of
GSP benefits for these countries, would result in imposition of a tariff
of 6.5% on the imports of bottle-grade PET resin. Consequently,
removing this important raw material from the U.S. GSP program
would add significant costs for U.S. food manufacturers and beverage
companies resulting in increased costs to the consuming public for a
wide range of processed food products.

The GSP program is important to U.S. development and trade interests. In
addition to encouraging economic advancement in poor countries through trade,
the GSP program provides an important mechanism of enforcement leverage on
foreign governments’ intellectual property rights (IPR) protection and
investment practices. The suspension or withdrawal of benefits from the three



major PET resin- supplying countries would reduce the U.S. Government’s
ability to encourage practices that promote economic growth.

To remove eligibility of those countries that have used the GSP program would
discourage U.S. importers from relying on imports from GSP countries. India,
Indonesia and Thailand are examples of countries that demonstrate the value of
the GSP program. Through trade, these countries have improved their
economic conditions. Removal of GSP eligibility for India, Indonesia and
Thailand is contrary to the stated goals of the program, and would set back the
goals of the program and would adversely affect the U.S. economy at the same
time, as is demonstrated by this specific example.

In addition, FPA notes other important factors to be considered by
the GSP Subcommittee in its review of India, Indonesia and Thailand:

e World Bank Ranks These Countries in Low Economic
Categories. By most World Bank indicators of economic
development, India, Indonesia and Thailand rank in the lowest
categories. Twenty-one other GSP beneficiaries, including 14
countries not on USTR’s review, have achieved “upper-middle-
income economies,” while India is categorized as a “low-income”
economy, and India and Indonesia are “lower-middle-income
economies.”

e Import Share Would Not Go to “Least Developed” GSP
Beneficiaries. PET resin from “least-developed countries” would
not replace imports from India, Indonesia and Thailand if they were
removed from the program. Such countries do not have the capacity
to supply the U.S. market even if they received a tariff advantage over
current GSP suppliers.

e GSP Benefits Are Necessary to Remain Competitive.
Even with duty-free preferences, GSP beneficiaries are struggling to
maintain their U.S. market share. Mexican bottle-grade PET resin
has grown from 4% of total U.S. imports in 2002 to 33% in 2005. In
the meantime, GSP countries’ share of imports has fallen from
approximately 32% in 2002 to less than 19% in 2005. Without GSP
benefits, India, Indonesia and Thailand would not be competitive in

this product in the U.S. market.
For the reasons stated above, FPA supports maintaining duty free status for the countries
of India, Thailand and Indonesia. FPA appreciates your consideration of these
comments.

Sincerely,

o 900t

Peggy S. Rochette

Sr. Director International Policy
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From: AIMMARTIN2134@cs.com

Sent: Thursday, August 31, 2006 4.13 PM

To: FN-USTR-FR0052

Subject: "2006 GSP Eligibility and CNL Waiver Review."

Dear Sirs:

Why do you intend to penalize the jewelry industry with tariffs on products not produced in America? |
would accept this if you would add a similar tariff to all products from China, especially textiles and
other goods formerly produced here.

As a member/ owner/ manager of the Jewelry Trade, | strongly urge the USTR Panel to support
continuation of Duty Free trade benefits for studded jewelry from India under GSP.

The existing GSP benefits are of critical importance to our profitability and more importantly it saves
the American consumer money.

I/We strongly urge you to recommend the continuation and renewal of GSP benefits for studded
diamond jewelry from India.

Thanking you,

A JMARTIN
2817 WEST END AVE
NASHVILLE, TN 37203
(615)321-4600

file://N|/GSP/Indialaj%20martin.htm9/14/2006 5:26:09 PM



Dear sirs:

RE: 2006 GSP Eligibility and CNL Waiver Review

As a distributor/ owner of the Gold & diamond Jewelry, 1 strongly urge
the USTR Panel to support continuation of Duty Free trade benefits for
studded jewelry from India under GSP. The existing GSP benefits are of
critical importance to our profitability and more importantly it saves
the American consumer money.

1/We strongly urge you to recommend the continuation and renewal of GSP
benefits for studded diamond jewelry from India.

Thanking you,

Sincerely,
Aku Patel

Karat 22 Jewelers,
5625 Hillcroft,
Houston, Texas 77036



September 5, 2006
USTR Panel:

As amajor manufacturer and distributor of jewelry sold aimost exclusively in the United States through department
stores and mall jewelry chains, Andin International Inc. ("Andin") strongly urges the USTR Panel to support
continuation of duty free trade benefits for studded jewelry from India under GSP.

The existing GSP benefits are of critical importance not only to our profitability but aso to our many U.S. based
employees and more broadly to save money for all American consumers for the following reasons.

Andin is engaged in the wholesale distribution of diamond and gold jewelry imported from India. Duty-free status and
cost effectiveness has made jewelry from Indiavery affordable to all consumers regardless of income. Thereis no
domestic source of jewelry that US-based retailers can access to provide jewelry in sustained fashion to lower and
middle income consumers. Sourcing jewelry from India has opened a new market and a commercial opportunity for
Andin to provide affordable diamond jewelry to lower and middle-income consumer groups in the USA as India has
“democratized” diamonds that were once only for the rich.

The diamond jewelry manufacturing business is very competitive. Some jewelry categories, especially the promotional
ones are popular by hitting key price points. Indian jewelry manufacturers over the years have worked closely with us
to expand this market segment.

The opportunity afforded by jewelry sourced from India has driven up volume-based growth in our business, which, in
turn, increases tax revenues for our federal, state and local governments.

The marginsin our jewelry business are very low while material costs including gold and diamonds have recently gone
up substantially. The withdrawal of GSP benefits will dramatically reduce our margins as importers of Indian jewelry
and adversely impact our profitability.

Andin has spent considerable time and effort in devel oping relationships with Indian jewelry manufacturers as we
expected continued duty benefits for imports from India.

Andin has also made some significant investments in manufacturing plantsin Indiaand our businessis closely tied to
the viability of the related manufactured jewelry products. As Chinaisthe primary other country for diamond jewelry
and the USA isnot in favor of dependence on Chinaimports, Andin saw stability in India

AsaUSA company for over 25 years with over 800 employees worldwide, Andin strongly urges you to recommend
the continuation and renewal of GSP benefits for studded diamond jewelry from India.

Thank you for your full and fair consideration of our recommendation on this important matter.
Sincerely,

John C. Esposito

Chief Financial Officer
Andin International Inc.

609 Greenwich Street

New York, New York 10014
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GSP Renewal Surve

|
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1. Does your company take advantage of the GSP program? X Yes __ No
2. What is the principal industrial sector or product in which GSP helps your business?

GOLD JEWELRY

3. Do you support renewal of GSP? _X Yes __ No
4. For what period should congress renew GSP?
1 year
___Syears
___ Other
_X_Permanently, unless Congress affirmatively determines to terminate.
5. Should the United States use GSP as leverage in the Doha Round? _ _Yes X No
6. Should the dominant GSP beneficiary countries be further restricted in their access to
GSP benefits if such restrictions result in more developmental support for smaller
beneficiary countries?
_ _Yes X No

7. What GSP beneficiary countries do you import from? TURKEY, THAILAND, D.R.,

INDONESIA, & INDIA

8. Do you have any specific suggestions for modifications in the program, such as new
product graduation criteria, new value added qualifications, etc.? We would like to add
that GSP has played a large part in the growth of our company. We have been able to
keep our prices down and be competitive in the gold jewelry industry. Our industry is
already feeling the ill effects from the rapid increase of the gold market and if GSP is
not renewed or if the above countries are no longer consider GSP eligible most of the
gold jewelry importers will be greatly affected in a negative way.

Thank you for participating in this survey. The committee will use the results to
recommend any action to the AAEI Board in support of its members.

Sincerely, _
Coes &5

Carlos Viera
Customs Mgr. - Aurafin LLC

6701 Nob Hill Road ® Tamarac, Florida 33321 e (800) AURAFIN o (954) 718-3200 o Fax (954) 718-3206 e www.auratin.com



arsrEraTT T | ST e

ADV. SHASHIKANT PAWAR BHAI JAGTAP m.L.
PRESIDENT GEN, SECRETARY

Date - 4 Seplember 2006,

US Trade Representatives,
GSP-Sub-committee
Washington

UsA

Withdrawal of GEPF benefit on Jewellery manufactured in India

Dear Sir,

We are an Association located in the Strare of Maharashirs, with o tors)
membership sirength of more than 1.5 person engaged in various fields, A
majer proportion of our members are involved in the cutting & polishing ol
dismoends and manufactare of jewellery,  Out the fotal nuamber of cmplovees
cngaged in the Gems and Jewellery Industry, ar least 20% are women, A major
quanium of the producdon of cur members engaged in the Gems and Jewellery
is exported, A major part of this exports is o the US.

The members of our association have been enpaged sinee generations in the
jewellery sector have developed a unigue skill of cutling and polishing of small
anch very  small diamonds,  FPurthermore, the Indian artisans have  also
specialized o the art of mountng of such small and very small cul and
polished diamonds on the articles of jewelry, This is wvery dillerent from the
skill-set ol the US or European Jewelry manulacluring sector that imports
precious metal jewelry and then sets in large diamonds/gems inlo  the
imported jewelry.

Wo learn that the Jewellery manufactured by our members which is exporicd
to the US, gets imported mlo the US without levy of Customs Duly as these
goods are covered under the GSF system,  We now understand that the U85S is
reviewing its OSP Programme and the status of the Jewellery imports is under
threar, Possible remaval of GSP benefits would inerease the cost of jewele,
lead to a decline in demeand [or Indisn jewelry sherehy having serious
imiplicarions on existing and [uture employment in this sectaor,

contd.., 2/ -
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The impetus provided by GSP lor manufacturing jewelry has led to development of
our members and has alleviated [familics In our region o belier livelibood
opportunities. The export oriented growth of the industey has allowed us o
provide basic amenities  like housing, clothing and  medical  facilives and
cducation to our children and families.

[t would be very dillicult for our artisans w And equally remanerative empleviment
as Lhey are semi-educated, The artisans depend on their skills 0 carn a livelibood,
T find « job at their present per capita income would be impossible and  will be
faced with a livelihood crisis,

We therefere wrge thal the U3 GSP Subcommilles recommends to continge the
AP treaimenc and CML waivers on Jowellery imported rom Indin under the
HTHUS FLLA

Thanking you,

Yours faichifally,
for Bharatiya Kam}gnr Kartnachari Mahasangh
_/

L




Supports Brazil, India, etc.
Supports GSP for jewelry

From: lod1011@aol.com

Sent: Thursday, August 31, 2006 11:24 PM

To: FN-USTR-FRO052

Subject: 2006 GSP Eligibility and CNL Waiver Review

Please consider the retailers across the United States
DO NOT REVOKE THE AGREEMENTS FOR INDIA. BRAZIL, ETC.

We need to be able to purchase inexpensive high labor material, if their
agreements are revoked, mom and pop jewelry stores across America will be duly
affected.

We are already struggling because of higher gold/silver/platinum prices.

Save the jewelry industry at the small retail level.

Lorna Davison
Accessories

Mullica Center

2 South Main

Mullica Hill, NJ 08062



Remove Brazil & India from GSP.
Do not Grant Any GSP or CNL De
Minimis waivers to them.

MessageFrom: Shawna Morris [smorris@nmpf.org]

Sent: Friday, September 01, 2006 8:40 AM

To: FN-USTR-FR0O052

Cc: Jaime Castaneda

Subject: 2006 GSP Eligibility and CNL Waiver Review

GSP Subcommittee of the Office of the U.S. Trade Representative:

Please find attached comments from the National Milk Producers Federation
concerning the eligibility of certain GSP beneficiaries and existing
Competitive Need Limitation (CNL) waivers. NMPF believes that USTR should
remove Brazil and India from the list of countries eligible to participate in
these programs. Given their status as more advanced developing countries and
their intransigence on a variety of important issues in the WTO negotiations,
we do not believe the U.S. should be unilaterally granting them preferential
access to our market.

Shawna Morris

Director, Government Relations & Trade
National Milk Producers Federation
Phone: (703) 294-4342

Fax: (703) 841-9328



Commentsof the
National Milk Producers Federation
tothe
U.S. Trade Representative’s Office

Concerning

Eligibility of Certain GSP Beneficiaries and Existing Competitive
Need Limitation (CNL) Waivers

Submitted by Jaime Castaneda
Senior Vice President, Government Relationsand Trade
National Milk Producers Federation

September 1, 2006

The National Milk Producers Federation (NMPF) is the national farm commodity organization
that represents dairy farmers and the dairy cooperative marketing associations they own and
operate throughout the United States. NM PF appreciates the opportunity to present its views
with respect to this review process of the eligibility of certain GSP beneficiaries and existing
Competitive Need Limitation (CNL) Waivers.

The U.S. dairy industry had made great strides towards increasing its competitiveness in recent
years, particularly with respect to exports. In fact, 2005 was arecord year for U.S. dairy exports
with sales reaching approximately $1.5 billion. However, a sizable number of distortions plague
the world dairy market (e.g., EU export subsidies, 300% tariffs in Canada and Japan) and hinder
ability to compete to the fullest extent possible. These practices artificially depress world dairy
prices and draw imports more disproportionately to the U.S. market than would otherwise be the
case.

To counter this unbalanced playing field, the U.S. employs tariffs and tariff-rate quotas to avoid
being flooded with the world’ s excess dairy products. Despite these protections, the United
States has some of the lowest dairy tariffsin the world among major dairy markets and, more
specifically, the United States has tariffs which are significantly lower than those in most OECD
membersin which dairy is an import sensitive commodity. Particularly during thistime of great
uncertainty in global trade negotiations, the U.S. should be careful in unilaterally permitting
others preferential access to our market.

AsUSTR iswell aware, the direction of the WTO negotiations is quite unclear at this point. It
was unfortunate that USTR had to make the difficult decision this summer to walk away from
what would have been a bad deal for U.S. agriculture due to other countries’ unwillingness to
compromise in what must be a give and take discussion.



One of the countries that played akey role in the disintegration of WTO talksis abeneficiary of
the existing GSP and CNL waiver programs and possesses arelatively competitive dairy market:
Brazil. In 2005 Brazil exported $11 million in dairy productsto the U.S. Itsdairy sector is
growing and most indicators point to its continued expansion.

From the WTO to the vast mgority of free trade agreements pursued by this Administration, the
U.S. dairy industry has been actively supportive because of the opportunitiesthey arelikely to
provide for more balanced trade and benefits to both countriesinvolved. U.S. dairy producers
have not and will not support providing unilateral accessto the U.S. dairy market, particularly to
competitive world agriculture powers such as Brazil. With respect to agriculture, Brazil isfar
from being a struggling developing country. In fact, Brazil’s agriculture sector is so successful
that it strongly competes with other developed countries agricultural sectors.

In addition, another country reaping the benefit of these programsis India. At the same time that
India takes advantage of generous U.S. preference programs, it works to actively thwart any
increased access to its own agricultural markets. Indiahas also failed to show the leadership in
the WTO that would befit an important developing nation of its size and stature on the world
economic stage. Rather, it has to date chosen to take an obstructionist approach in multilateral
negotiations, while enjoying unilateral concessions from the U.S. This asymmetrical relationship
isvery much in India s favor and is not one that we believe should continue.

The U.S. system of dairy tariffs remains an important deterrent to product that carries an
artificially depressed price. Thisiswhy we oppose any granting GSP and CNL de minimis
waiversto Brazil and India. As stated above, the U.S. dairy market does not have the type of
protection found in Europe, Canada and other countries. Our prosperous nation with its
comparatively low dairy tariffs already serves as a magnet for surplus world dairy product.
Additional imports above our WTO and FTA commitments place an economic burden on dairy
producers and processors in the United States. Thisisof particular concern during the current
period of financial distressin the dairy industry given the combination of low milk prices and
extremely high energy costs.

Given Brazil’ s agricultural competitiveness and India’ s extensive dairy production, coupled with
the fact that neither has played as constructive and cooperative arole asit could havein the
World Trade Organization negotiations, we urge USTR to exclude both countries from the GSP
and CNL waiver program.

Sincerely,

/&AM

Jaime Castaneda
Senior Vice President, Government Relations and Trade
National Milk Producers Federation



Supports Brazil & India
Natural Stone — no CNLWs

From: Robert Andrews [randrews@stonetrade.com]
Sent: Thursday, August 31, 2006 4:12 PM

To: FN-USTR-FR0O052

Subject: removal of Brazil and India from GSP

Dear Sir/Madam:

We are a company based in Rhode Island importing natural stone from overseas,
selling to companies all over the United States. Our two largest sources of
stone

are Brazil and India.

The story in the natural stone industry over recent years has been the arrival
of the

Peoples Republic of China as a major supplier to the USA of granite, marble
and slate. Chinese prices for natural stone are extremely low, so low that
many people in our industry regard them as only possible with government
subsidy or deliberate dumping.

IT Brazil and India lose their GSP status, most of their natural stone would
become dutiable at rates between 4.5 and 6.5%. The result will be to push

even more business to China, adding still more to our enormous trade deficit
with Beijing. So in trying to punish Brazil and India, the consequence will be
to make our situation with China worse.

Please do not allow Brazil and India to be removed from the GSP program.

Sincerely,

Robert Andrews

President

Stone International, Inc.
333 Main Street

East Greenwich, RI 02818
401-885-6608



SUBJECT: 2006 GSP Eligibility and CNL Waiver Review
FROM: Rafael Lourenco, U.S. Chamber of Commerce
TO: USTR GSP Subcommittee

Dear GSP Subcommittee Officer,

Below are the comments on the GSP Program (71 Fed. Reg. 45079) from the U.S.
Chamber of Commerce, the Brazil U.S. Business Council, the U.S. India Business
Council, and the Association of American Chambers of Commerce in Latin
America (AACCLA). If further information is needed to conclude the submission
process please do not hesitate to contact me; also, if you could confirm the receipt
of this submission it would be highly appreciated.

Best,

Rafael Lourengo

Associate Manager, Western Hemisphere Affairs
U.S. Chamber of Commerce

Phone:(202) 463-5427

Fax: (202) 463-3126

rlourenco@uschamber.com
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IND I A BusinessCouncil

September 5, 2006

GSP Subcommittee

Trade Policy Staff Committee

Office of the United States Trade Representative
USTR Annex

Room F-220

1724 F Street, N.W.

Washington, D.C. 20508

Re: Request for Public Comment on the GSP Program (71 Fed. Reg. 45079)

Dear Members of the Subcommittee;

On behalf of the U.S. Chamber of Commerce, the Association of American
Chambers of Commercein Latin America (AACCLA), the Brazil-U.S. Business Council,
and the U.S.-India Business Council, we would like to voice our strong support for the
continuation of the U.S. Generalized System of Preferences (GSP) program. Responding
to some particular issuesraised in public discussion of the program’ s future, we also
highlight the importance of maintaining GSP benefits for Brazil and India.



Since the GSP program was instituted in 1976, it has served as a valuable tool to
promote economic development in some of the least devel oped nations around the world.
It has created mutually beneficial economic ties with strategically important countries
around the world and contributed to the growth of U.S. industry as well as the quality of
life of U.S. consumers.

Trade Not Aid

According to the World Bank, trade is way of promoting devel opment that has
been shown to reduce poverty by allowing countries grow faster than their less
internationally-oriented counterparts. The GSP program promotes sustainable
development in beneficiary countries by helping foster the growth of export-oriented
industries. The program has helped create complementary trade-related industries that
provide crucia economic inputs for U.S. industry and support tens of thousands of good-
paying jobs in the poorest countries around the world. The positive impact of the
program is widespread. Under the GSP program, 133 countries export 4,650 products
worth $26.7 billion to the United States duty free. GSP spells economic opportunity for
countriesin dire need of economic development and creates an economic linkage with
the U.S. that promotes stronger diplomatic and commercial tiesin strategic regions
around the world.

Providing Low Cost Inputsfor U.S. Industry

As U.S. companies face increasing competition in our home market and abroad,
GSP helps level the playing field and keep U.S. manufactured goods competitive.
Indeed, GSP strengthens U.S. competitiveness by providing reliable low-cost inputs for
U.S. industry, including many chemicals, minerals, and climate-specific fruits and
vegetabl e products imported under the program.

GSP imports of automotive engine parts from Brazil and PET resin from India
are telling examples of the importance of the program for U.S. industry. The U.S.
automotive industry benefits from being able to import engine parts from Brazil duty free
under the program. In alow-margin business like the auto industry, the absence of tariffs
on these products makes an important difference as our auto sector restructures itself to
maintain its competitiveness and profitability.

For the food, beverage, and consumer products industry, GSP provides duty-free
imports of Bottle-Grade PET Resin from India used for packaging a wide range of
consumer goods, such as carbonated soft drinks, juices, bottled water, salad dressing,
peanut butter, shampoo, and liquid soap. Exclusion of GSP benefits from Indiawill
effectively raise the tariff from zero to 6.5%, with sourcing likely switching to more
developed or industrialized exporters. In a competitive global economy, this may
trandate into higher production costs, shiftsin material sourcing, and a whole host of
hidden costs associated with the necessary adjustments within the industry. The ultimate
result will be increased prices for consumers and potentially negative economic
consequences for devel oping-country exporters. Maintaining GSP benefits helps keep



U.S. industry competitive by continuing longstanding, mutually beneficial sourcing
relationships fostered and sustained by the GSP program. Indeed, rather than sending a
message about the importance of constructive engagement on the WTO, a decision not to
renew GSP benefits primarily punishes U.S. firms.

Leveragefor Intellectual Property Enfor cement

GSP serves as valuable leverage for the protection of U.S. intellectual property
(IP) abroad by tying continued tariff-free access to the U.S. market to effective IP
protection. While IP belonging to U.S. companies continues to be susceptible to
counterfeiting and piracy around the world, the GSP program’ s conditionality places an
effective resource at our disposal when it comes to working with beneficiary countriesto
secure improvementsin I P protections and enforcement. For example, USTR’ sreview of
Brazil’s GSP benefits last year led to concrete progress in the enforcement of U.S.
copyrights. Without GSP, the United States will lose important leverage in these
growing markets for protecting and enforcing U.S. industry’ s IP rights, increasing our
reliance on the arduous WTO dispute resolution process for relief.

A Positive Factor in U.S. Tiesto Brazil and India

GSP has been an important factor in promoting stronger commercial and
diplomatic tieswith Brazil and India. These countries are among the most important
emerging markets for U.S. business worldwide, and the commercial ties forged by the
program have helped create a more welcoming environment for U.S. goods and
investments.

Both India and Brazil have progressed considerably toward becoming upper-
middle-income economies when viewed from a GDP per capita basis, but they still suffer
from extreme income disparities between the rich and poor, as well as stark interna
differencesin the level of economic development between various regions. In Brazil, for
example, 15% of GSP exports come from the poverty-stricken northeast of the country,
where GDP per capitais squarely in the lower-income category. Promoting greater ties
between businesses in less devel oped regions of these countries and their U.S.
counterparts through GSP trade not only creates important allies and partners but helps
these countries disperse the economic benefits of trade more broadly and promotes
economic stability.

Cost/Benefit Analysisand Impact on the Trade Deficit
While considering whether to continue to extend GSP to the many beneficiaries
world wide, it isimportant to keep both the costs and benefits of the programin

perspective. Here are the facts:

=  The combined GSP exports of the 133 beneficiary countries account for only
1.6%* of U.S. imports.

1 U.S. International Trade Commission Dataweb



=  GSPimports account for less than 3.5% of the total trade deficit.

= Together, U.S. imports from Brazil and India under the GSP program account for
only $7.81 hillion, or 0.22% and 0.25% of total U.S. imports in 2005,
respectively.

Clearly, the benefits of the GSP program for U.S. foreign policy and commercial
interests are substantial. Removing GSP benefits from Brazil and Indiawill only serveto
strengthen the hand of the forces overseas that argue against greater ties with the United
States at a time when we need to solidify relationships with these important partners.

Conclusion

In summary, by offering a helping hand to partners in the developing world, GSP
allows the United States to develop diverse low-cost sources of inputs for our
manufacturing base while strengthening protection of U.S. intellectual property. GSP
also creates a positive economic interdependence based on mutual interest that improves
the overall environment for U.S. exporters and investors in some of the fastest growing
countries in the developing world. For these reasons, our organizations strongly urge the
GSP Subcommittee to support the continuation of the GSP program and voice our
support for the continued inclusion of Brazil and Indiain the program.
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Executive Director for the GSP Program g’o“ P ’:’;’d"t"; i
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Chairman, GSP Subcommittee of the Trade Policy Staff Committee
Office of the U.S. Trade Representative
USTR Annex, Room F-220
1724 F Street, NW
Washington, DC 20508

DELIVERY BY EMAIL: FR0052@USTR.EOP.GOV

RE: GSP Review — Retention of Benefits for Peanuts from Argentina and PET Resin
from India, Indonesia, and Thailand

Dear Chairman Sandler:

ConAgra Foods (“ConAgra”) respectfully submits the following comments in response to
the August 7, 2006 Federal Register (71 Fed. Reg. 152) notice regarding the eligibility of certain
countries under the Generalized System of Preferences (GSP). The GSP program should not be
limited, suspended or withdrawn for Argentina, India, Indonesia, and Thailand. If GSP benefits
for these countries are limited, the program should continue to apply to peanuts (Raw Shelled -
HS 1202.20) and (Blanched - HS 2008.11), as well as bottle grade polyethelene terephthalate
(PET) resin (HTS 3907.60.0010. The former two tariff categories are granted GSP preferences
under existing competitive need limitations (CNL) waivers, which should not be terminated.

PET resin is used to manufacture the plastic bottles and packages that contain many common
processed food products such as fruit juices, soft drinks, soups, and frozen foods. The countries
of India, Indonesia and Thailand account for 18% of the U.S. market and the withdrawal of GSP
benefits for these countries, would result in imposition of a tariff of 6.5% on the imports of
bottle-grade PET resin.

Moreover, India, Indonesia and Thailand are examples of countries that demonstrate the value of
the GSP program. Through trade, these countries have improved their economic conditions, a
result that we feel would be threatened if their GSP eligibility were removed. The U.S. economy
would be adversely affected at the same time, as is demonstrated by this specific example.

With respect to peanuts, before the Trade Policy Staff Committee recommends to the President
the limitation or suspension of GSP preferences on peanut imports from Argentina, the
Administration should first conduct an assessment of the impact that drought conditions in the
southeastern United States may have on peanut prices and separately determine whether the



continuation of duty-free benefits for Argentine imports would have any effect on the price of
peanuts in the U.S. market.

A. U.S. Imports in Decline in Recent Years Due to Domestic Support Programs

Revisions to the domestic peanut program in the 2002 Farm Bill resulted in a dramatic
change in peanut prices in the U.S. market. Prior to the Farm Bill, production and marketing
restrictions resulted in high prices for U.S. peanuts, and lower-cost peanuts from abroad
filled the small U.S. import quotas allowed under the program. With the farm bill changes,
domestic peanut prices fell, such that the price differential between imported and domestic
peanuts was reduced beginning in 2003. As a result, there was a significant reduction in
peanut imports beginning in 2003, which coincidentally is the year that USTR granted a
petition allowing in-quota peanuts from Argentina to enter the United States duty-free under
the GSP program [See Case # 2001-SR-03 and 2001-SR-05].

U.S. imports by source:
Imports decline following 2002 Farm Bill
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Source: USDA, Foreign Agricultural Service, “FASonline: U.S. Trade Internet System,”
available at http://www.fas.usda.gov/ustrade/USTImMFAS.asp?Ql=/.

B. Argentina Lags Behind China as Peanut Exporter

Argentina currently has the largest annual U.S. import quota of any country (at 43,901 mt),
but has not been competitive in the U.S. market for several years due to the pricing
differentials. As a result, Argentina only exported 735 mt of peanuts to the United States in
2005, or 1.7% of the total quota available. Imports from China accounted for over 60 percent
of total U.S. peanut imports in 2005. If anything, the removal of GSP preferences from
Argentina would only make its peanuts less price-competitive with Chinese peanuts in the
U.S. market, further discouraging imports from the country.



Ef(ports by country: China emerges as world’s leading peanut exporter
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Source: Foreign Agricultural Service, USDA, “Production, Supply and Distribution (PSD) Online.’

C. Drought Conditions May Increase Demand for Imports

Despite the lower prices for domestic peanuts in the U.S. market in recent years under the
2002 Farm Bill, the drought conditions that have stricken several peanut-growing regions of
the United States in 2006 threaten to increase the need for imported product. Georgia and
northern Florida, which accounted for 53% of total peanuts produced in the United States in
2005, have been hardest hit by drought conditions among peanut-growing regions.
According to USDA’s August 15 Weekly Weather and Crop Bulletin:

“Peanuts continued to develop behind normal, mostly due to excessively dry
weather in the Southeast and southern Great Plains. At month’s end, 83
percent of the crop had reached the pegging stage, 4 points behind last year and 7
points behind normal. Pegging trailed slightly behind normal in Georgia and
South Carolina, but was over a week behind normal in Texas and nearly 3 weeks
behind in Alabama.” (Emphasis added)



From USDA’s August 11, 2006 Peanut Crop Production Report (emphasis added):

2006 PEANUT CROP ESTIMATE - Production is forecast at 1,630,400 tons, down 32 percent from
last year's crop and down 24 percent from 2004. If realized, this would be the lowest production
since 1980. Area for harvest is expected to total 1.23 million acres, down 3 percent from June and
down 24 percent from 2005. Yields are expected to average 2,645 pounds per acre, 315 pounds per
acre below last year. Planted acres, at 1.26 million, are down 3 percent from the June estimate and
24 percent below 2005.

SOUTHEAST PEANUTS - Production in the Southeast States (Alabama, Florida, Georgia,
Mississippi, and South Carolina) is expected to total 2.25 billion pounds, (1,124,150 tons) down 34
percent from last year's level. Yields in the region are expected to average 2,410 pounds per acre,
416 pounds below 2005. Hot, dry weather in Alabama, Florida, and Georgia caused crop
conditions to decline sharply from last year. As of July 30, the percent of crop rated very poor to
poor was 42 percent in Alabama, 55 percent in Florida, and 29 percent in Georgia compared to 4
percent, 2 percent, and 5 percent respectively for the same time period last year. Expected area for
harvest, at 933 million acres, is down 22 percent from last year.

The four southeastern states of Alabama, Georgia, Florida, and Mississippi have not
produced less than 60 percent of the domestically grown peanuts in the past five years, which
are used for processed food products, such as Peter Pan® peanut butter. A drought and
acreage-reduced crop in 2006 would translate into less supply of domestic peanuts in the U.S.
market, and has already increased prices for peanuts 25 percent, or $176/mt, in the past six
months. In order to prevent input costs from resulting in inflationary pressures on
downstream consumers of peanut-based products, reasonably-priced imports would be a
natural alternative for peanut-consuming industries. A tariff on the in-quota imports from
Argentina would essentially be a deterrent to sourcing from that country to offset a domestic
supply reduction because of the drought. Not only would peanut consumers face higher
prices because of domestic peanut shortfalls, but would be twice penalized in having to pay
the equivalent of nearly $3 million in taxes on peanuts sourced from the only country for
which the United States provides a significant import quota.




U.S. demand for peanut food use climbs
rapidly following 2002 Farm Act
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Before the Trade Policy Staff Committee decides to limit or suspend GSP preferences on
peanut imports from Argentina, it should first conduct a study of the U.S. domestic market
for peanuts to determine the impact of a major drought on U.S. peanut prices. Although
there are not currently a significant amount of peanut imports from Argentina, the potential
exists that Argentina could provide an important supply to U.S. processed food industries in
the event of a domestic shortage due to drought conditions. U.S. food manufacturers and U.S.
consumers would be burdened by tariff barriers discouraging imports from a developing
country.

D. Developmental Indicators Argue Against the Removal of Argentina from the GSP
Program.

The World Bank ranks Argentina below 14 other GSP beneficiaries in terms of per capita
Gross National Income (GNI). Gabon, Panama, and Costa Rica, which are not subject to the
USTR’s review, all rank higher in this measure of development. Furthermore, Argentina’s
current level of economic performance is considerably lower than it was during the 1990s,
when the country was a beneficiary under the GSP program. High inflation (12.3% at the
end of 2005), relatively high unemployment (10%), and a high poverty rate (33.8% of the
population lives under the poverty line, with 12.2% below the extreme poverty line based
on 2005 IMF data) argue against a removal of Argentina from the GSP beneficiary list.
Increased barriers on Argentina exports to the United States could harm not only Argentina’s
economic stability, but could also disrupt trade flows and lead to higher prices for U.S.
consumers.

E. Trade-Enforcement Leverage Would Be Lost by Removing Argentina’s GSP Eligibility.

The limitation or suspension of GSP benefits for a country is a powerful tool for the U.S.
private sector and U.S. trade officials to seek changes in the practices of a beneficiary



country. The GSP record has repeatedly shown that “country practice” petitions have
afforded USTR the leverage to encourage beneficiaries to reduce significant barriers to trade
in goods, services and investment and to provide enforcement of intellectual property rights.
This leverage has resulted in increased market access for U.S. exports and improvements in
policies of importance to the U.S. Government. If GSP eligibility for Argentina is limited,
suspended, or withdrawn, then it will not be as responsive to country practice petitions
accepted by the U.S. Government. Thus, a significant tool in U.S. trade-enforcement
leverage would be lost.

ConAgra appreciates the consideration of these views in the Trade Policy Staff
Committee’s review of the eligibility of certain GSP beneficiaries.

B

Brent Baglien
Vice President, Government Affairs
ConAgra Foods, Inc.

Sincerely,
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These comments are filed on behalf of the Dana Corporation of Toledo, Ohio in response
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to the notice: Generalized System of Preferences (GSP): Reguest for Public Comments, 71 Fed.

Reg. 45079 (August 8, 2006), requesting comments on the reauthorization of the Generalized
System of Preferences (GSP) program, and whether beneficiary countries that are high-volume
users of the GSP program should continue to be designated as GSP beneficiaries. In addition,
Danais providing comments on whether termination of the competitive need limitation waivers
currently in place are warranted due to possible changed circumstances.

. BACKGROUND

Dana Corporation is a manufacturer of products for every major vehicle manufacturer in
the world. Based in Toledo, Ohio, the company employs approximately 47,200 peoplein 28
countries. Of these employees, approximately 37,600 in 148 major facilities worldwide work in
the automotive, light vehicle, commercial vehicle markets, aswell as the leisure and outdoor
power equipment markets. In these markets, Dana manufactures and sells a variety of articles,
including axles, driveshafts, structures, chassis and steering products, sealing, thermal
management, fluid transfer, and engine power products, among others. This market accounts for
approximately 75% of Dana’s $9.2 hillion in annual sales.

In addition, Dana employs about 8,070 people in 20 major facilities around the world in
the heavy vehicle and off-highway markets. Dana designs, manufactures, and markets articles
including front-steer, rear-drive, trailer, and auxiliary axles; driveshafts; steering shafts;
suspension shafts; transaxles; brakes; transmissions; torque converters; and other articles to these

markets. This market comprises the remaining roughly 25% of Dana’s annual sales.1

1 All employment figures current as of July 31, 2006; Dana Financial Accounting Reports
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Among the 28 countries in which Dana operates, India, Brazil, Thailand, Indonesia,
Turkey, South Africa, Venezuela, and Argentina are cited in the Trade Policy Staff Committee’s
(“TPSC”) 71 Fed. Reg. 45079 notice. However, Dana also operates in countries for which there
are neither bilateral nor unilateral trade benefits on shipments to the United States. These include
several countries in the European Union, and several countriesin East Asia. Generally speaking,
Dana operatesin or near geographic locations in which its customers operate; Dana generally
purchases raw materials in those adjacent regions.

. The GSP Program Should Be Reauthorized and Argentina, Brazil, India and
Venezuela Should Continue to be Designated as Beneficiary Developing Countries.

Dana strongly supports reauthorization of the GSP program in general and specifically

supports the continuation of Argentina, Brazil, Indiaand Venzuela as GSP beneficiary countries.
The purpose of the GSP program is to further the economic development of developing
countries through the expansion of their exports. The fact that some countries are reaching the
limitations described by the Trade Policy Staff Committee (“TPSC”) in 71 Fed.Reg. 45079
indicates that the program is indeed increasing exports, but these figures alone do not show a
sufficient increase in the overall economic development to warrant their “graduation” from the
program. Argentina, Brazil, Indiaand Venezuela, although representing varied and disparate
economies, remain characterized as underdevel oped economies that need GSP to secure,

maintain and expand the investments that are critical to their development.

A. Argentina
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In spite of its designation by the World Bank as an “upper-middle-income” economy in
2005 and GSP imports exceeding $100 million, Argentina has not demonstrated the sustainable
economic growth necessary for it to “graduate” from the GSP program. Per 19 USC 2464 (¢)(2),
key indicators show that Argentinais till in need of the GSP benefits to solidify and sustain its
current economic development. The “upper-middle-class income” designation for Argentinais
misleading. The range, $3,466 to $10,725 of per capita GNI is very broad, and Argentina, with a
2005 GNI of $4,470 (Atlas method)? has just reached the lower limits of this designation. A
better indicator would be $15.58 per capita exports subject to GSP®, which more accurately
reflects the true distribution of GSP “wealth” to Argentines. By way of comparison, total exports
from China to the United States for the same period were $186 per capita.* Indeed, at $4,470,
Argentina still has aworld GNI per capitaranking of only 89. In addition, 14% of the Argentine
population is living on less than $2.00 per day, afact indicating that Argentina’s economic
development is still awork in progress. GSP, therefore, can continue to provide Argentinawith
vital development and investment tools.

Dana produces axles and brake parts in Argentinafor eventual export under GSP to

Dana's Buena Vista, Virginia; Chesapeake, Virginia; Henderson, Kentucky; Elizabethtown,

% World Devel opment Indicators, World Bank, 1, July 2006.

3Thevalueof U.S. imports under GSP from Argentina during 2005 was $616,052,00 while Argentina's
2005 population was 39,538,000(source: official import data from the U.S. Department of Commerce, and
population data from U.S. Census Bureau).

‘u.s. imports from Chinafrom official import data of the U.S. Department of Commerce, and China's
2005 population data from 2005 World Population Data Sheet,” Population Reference Bureau.

®2005 World Population Datasheet, Population Reference Bureau
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Kentucky; and Glasgow, Kentucky facilities. Approximately [********] jn GSP entered value
is generated from Argentine production. Dana employs about 1928 workersin Argentina.
Dana’s presence in Argentina reflects one of the goals of GSP-to increase economic
development by increasing exports from a beneficiary country. The proposed elimination of the
very program that is providing this benefit on the basis that some, but not all, of the goal has
been achieved, is counter-intuitive. TPSC should not recommend the termination of GSP
benefits to Argentina until increased sustainable and stable economic development and improved
standard of living for its population had been accomplished.

B. Brazil

Although Brazil’s total GSP imports exceeded $100 million in 2005, Dana strongly urges
TPSC to consider other economic factors that support the continuation of BDC status for Brazil.
For example, Brazil’s per capita GSP imports are only $19.42,° and its GNI per capitais $3,460,
which yields an overall rank of 97 in aworldwide GNI per capita comparison. Assuch, Brazil is
considered a “lower-middle income’ country by World Bank standards.”

These are not the economic indicators of acountry that has achieved the sort of
sustainable economic development that warrants “graduation” from the GSP beneficiary status.
Per 19 USC 2462 (c)(2), the economic indicators mentioned above should recommend Brazil

remain, rather than be eliminated, as a GSP beneficiary. In addition, Brazil is considered a

® Thevalue of U.S. imports under GSP from Brazil during 2005 was $3,616,151,000 while Brazil’s 2005
population was 186,113,000(source: official import datafrom the U.S. Department of Commerce, and
Eopulation datafrom U.S. Census Bureau).
World Development I ndicators database, World Bank, July 15, 2005, based on Atlas methodol ogy.
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“severely indebted” country according to the World Bank.® Thus, any advancesin Brazil’s
development are highly leveraged. Brazil’s large debt servicing needs take funds away from
other needed government programs, including Brazilian Customs, as well as programs designed
to alleviate poverty among disadvantaged Brazilians. 1n 2004, more than one in five Brazilians
was living on less than the equivalent of $2.00 per day.® Unemployment is at 10.7% for 20086, of
which 22% isin the industrial sector.’® A recent World Bank publication states, “compared to
other countries, Brazil isa clear outlier in terms of inequality and also accounts for a dominant
share of the total number of poor in Latin America.”*! There are dozens of GSP beneficiary
countries that are more fully developed than Brazil, and they are not identified by TPCS as at
risk of losing GSP status.

Dana has seven facilities located in Brazil that produce axles, driveshafts, pumps and
parts adapted for off highway use. Together, these facilities account for [********] sglesto the
United States in 2006-to-date, and had [********] in total salesto the United Statesin 2005.
Dana employs about [****] peoplein Brazil. Parts produced in Brazil are generally destined for
Dana's Churubusco, Indiana facility for packaging and distribution. A total of [******] in GSP
benefits were claimed in 2005, yielding [*****] in GSP claimed for total Dana Brazilian

production in 2005.

8 Accordi ng to World Bank, “Severely indebted” means either: present value of debt service to GNI
exceeds 80 percent or present value of debt service to exports exceeds 220 percent. Source: World Bank
data on country classification at
http://web.worldbank.org/WBSITE/EXTERNAL/DATASTATISTICS/O,,contentM DK :20420458~menuP
K:64133156~pagePK :64133150~pi PK:64133175~theSitePK :239419,00.html.

%2005 World Population Data Sheet,” Population Reference Bureau, 2005.

19 nstituto Brasileiro de Geografia e Estatistica: www.ibege.gov.br/english/presidencia/noticia

1 Inequality and Economic Development in Brazil, Volume 2: Background Papers, Report No. 24487-BR,
Brazil Country Management Unit, Poverty Reduction and Economic Management Sector Unit, World Bank in

PUBLIC DOCUMENT

6



PUBLIC DOCUMENT

As stated above, Brazil has an unemployment rate of about 22% in the industry sector, so
any jobs that may shift to low cost countries should the GSP program be eliminated would be
another blow to this already recessed sector.

In sum, apart from Brazil’s heavy use of GSP by the TPSC standards, Brazil does not
demonstrate any signs of the sustainable economic development the GSP program sought to
engender. An elimination of GSP benefits for Brazil would serve to hurt the economy and would

prove to be adisincentive for company’s like Danato further invest in the economy.

C. India

collaboration with Instituto de Pesquisa Econdmica Aplicada, October 2003.
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Per the economic criterialisted in 19 USC 2462(c)(2), India has not reached satisfactory
levels of overall economic development to “graduate” from the GSP program. First, although
GSP imports from India are greater than $100 million, the value of India’s exports to the United
States under GSP was only $3.78 per capita.’? This indicates that, although India had certainly
fully implemented the GSP program, it remains avery low-volume user of the GSP program
when viewed on a per capitabasis. India’s continuing relative poverty makesit an unlikely
candidate for inclusion in the list of countries subject withdrawal from the GSP program. Itis
the only country on the list to remain categorized as a “low income” economy by the World Bank
based on its Gross National Income (GNI) of $720 per capitain 2005, which iswell below the
$875 upward limit for this category designation and yields an international ranking of 159.% In
addition, 81% of India’s population lived on less than the equivalent of $2.00 per day in 2004.%

Thus, despite its high volume of GSP imports to the United States, the benefits of development
have not fully reached the people of India, as evidenced by economic criteria. There are about
30 GSP beneficiary countries not identified in the Federal Register notice as at risk of losing
GSP that have higher per capita GSP usage than this. Although rapidly developing as an
industrialized nation, India remains one of the most impoverished countriesin theworld, and is
not ready to be graduated from the GSP program. In fact, while imports to the United States
from India have increased in volume, the Indian economy has not yet benefited from the longer

term benefits envisaged by the GSP program such as increased sustainable and stable economic

2 Theval