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H.R. 3009, the Andean Trade Preference Expansion Act, was reported from the Finance Committee on
December 14, 2001, by voice vote, with an amendment in the nature of asubgtitute. S. Rept. 107-126.

H NOTEWORTHY H

. The Mgority Leader is expected thisweek to ask unanimous consent to proceed to H.R. 3009, the
Andean Trade Promotion and Drug Eradication Act. If thereis objection, he is expected to file
cloture on amotion to proceed to the hill.

. Once the Senate begins floor consideration, a managers amendment in the nature of a subgtitute is
expected. At presstime, the language of the managers amendment was not yet avalable. Besides
extenson of the Andean Trade Preference Expansion Act, the subgtitute is expected to include titles
(2) renewing the President’ s Trade Promotion Authority (TPA), (2) extending Trade Adjustment
Assgtance (TAA), and (3) extending the Generdized Systems of Preferences (GSP). (At press
time, it appeared the President’ s request for extending permanent normal trade relaions (NTR) with
Russamight be offered as a separate amendment.)

. H.R. 3009, the Andean trade hill, extends and expands a trade preference program (which expired
in December 2001) for four beneficiary countries. Bolivia, Colombia, Ecuador, and Peru.

. The TPA title of the expected managers amendment would renew the president’ s authority (which
expired in 1994) to proclam changesin U.S. tariff schedules resulting from the negotiation of
reciproca trade agreements. Thistitle would also renew congressiond procedures for implementing
any changesto U.S. law required by an internationd trade agreement achieving the objectives
established by Congress. These provisions were previoudy known as “fast track” procedures.
Provisons in the manager’ s amendment are expected to be very smilar to the Senate Finance
Committee-reported version of the TPA bill (H.R. 3005); the House of Representatives approved a
smilar verson on December 6, 2001, by avote of 215 to 214.

. The TAA title reauthorizes programsincluding (1) trade adjustment assistance for workers displaced
by import competition, (2) trade adjustment assistance for firms facing a significant adjustment due to



increased import competition, and (3) trade adjustment assstance programs established in
conjunction with the North American Free Trade Agreement (NAFTA). The TAA programs
expired in September 2001. A new hedlth coverage benefit for TAA-digible workersisaso
expected to be included in the managers subgtitute.

. The GSP title extends the program (which provides preferentid tariff treetment to certain products
that are imported from designated developing countries) for two years.

BACKGROUND

The following are brief background explanations of the titles of H.R. 3009 as modified by the
expected managers amendment:

Andean Trade

H.R. 3009 extends and expands a trade preference program for four beneficiary countries (Bolivia,
Colombia, Ecuador and Peru) established in 1991 but which expired on December 4, 2001. The
reauthorization of the Andean Trade Preference Act (ATPA) provides duty-free trestment for most products
that are the growth, product, or manufacture of any of the four ATPA beneficiary countries and that are
imported directly into the customs territory of the United States. H.R. 3009 extends ATPA through February
28, 2006, and expands the program by giving duty-free or reduced-duty treatment to most products currently
excluded from ATPA.

Under ATPA, most categories of goods that are the growth, product or manufacture of Bolivia,
Colombia, Ecuador, and Peru receive duty-free treetment when imported directly into the customs territory of
the United States. ATPA grew out of acommitment that the first President Bush made at the February 1990
Cartagena Drug Summit to provide economic benefits to the four listed Andean countries as part of an effort
to reduceillegd drug production and trafficking in those countries. By promoting legitimate economic activity
in the beneficiary countries, ATPA was designed to displace investment and employment in illegitimate
sectors.

Trade Promotion Authority (TPA)

Articlel, section 8, clause 2 of the Constitution gives Congress the power to regulate foreign
commerce. Congress higtoricaly has exercised that power through legidation regulating imports of goods,
services, and investment into the United States.

Beginning with the Reciproca Trade Agreements Act of 1934, Congress delegated authority to the
President to proclaim changesin U.S. tariffs, within prescribed limits, based on the results of mutualy
beneficid trade agreements concluded with our foreign trading partners. Congress set the overal objectives



of the negotiation but offered the President and our trading partners the assurance that, if the agreement
reached were consistent with the objectives and conditions set by Congress, the agreement would be
implemented in U.S. law. The results were significant reductions in both foreign and U.S. tariffs. Astariff
levelsfell, particularly after the Kennedy Round of tariff negotiations concluded in 1967, it became clear that
future rounds of trade talks would focus on the panoply of nontariff measures (for example, tax and regulatory
practices) that our trading partners used to bar or inhibit U.S. exports from reaching their markets.

Accordingly, Congress introduced in the Trade Act of 1974 provisions previoudy known as the “fast
track” procedures for implementing trade agreements, and now generdly called “trade promotion authority”
(TPA) procedures. These procedures are designed to preserve Congress s congtitutiona rolein the
regulation of foreign commerce while offering the President and our trading partners the assurance that a trade
agreement requiring changesin U.S. law would receive an up-or-down vote within atime certain when
brought before Congress.

Consstent with the approach established by the 1934 Act, Congress set the President’ s negotiating
objectivesin the 1974 Act. It obliged the President to notify Congress prior to entry into any trade
agreement, consult on the nature and scope of the accord, and submit the President’ s findings as to how the
pact met the objectives set by Congress, together with legidation needed to implement the agreement in U.S.
law.

Congress has preserved the basic structure of the 1974 Act each time it has renewed the trade
agreement approva procedures. The procedures were renewed once for eight years by the Trade
Agreements Act of 1979, and a second time for five yearsin the Omnibus Trade and Competitiveness Act of
1988. The authority granted by the 1988 Act was extended in 1993 for an additiona sx monthsin order to
complete the Uruguay Round of mulltilaterd trade negotiations under the Genera Agreement on Tariffs and
Trade (GATT). It has not been renewed since it expired in early 1994.

Trade Adjustment Authority (TAA)

Thistitle extends the authorization of three Trade Adjustment Assistance (TAA) programs through
September 30, 2003. (All three programs expired on September 30, 2001.) These three programs were
authorized in Title 11 of the Trade Act of 1974, as amended, for the purpose of providing assistance to
individua workers and firms that are adversdy affected by the reduction of barriersto foreign trade. Those
programs are:

. The generd TAA program for workers, which provides training and income support for workers
adversdly affected by import competition;

. The TAA program for firms, which provides technica assstance to qudifying firms, and

. The NAFTA program for workers (established by the North American Free Trade Agreement
Implementation Act of 1993), which provides training and income support for workers adversdy
affected by trade with, or production shifts to, Canada and/or Mexico.

The managers amendment is expected to include anew hedlth coverage benefit for workers
displaced by foreign trade in the form of atax credit covering a percentage (under negotiation) of the cost of
the worker’s COBRA coverage or other group coverage. Part of the 1986 Consolidated Omnibus Budget



Reconciliation Act (COBRA) was a provison to extend employer-provided health insurance benefits to
people who have lost their coverage. These so-called “COBRA benefits’ alow terminated employees —or
those who have lost their hedlth care coverage due to reduced work hours — to continue their group coverage
for alimited time. Under COBRA, qudified persons have 60 days from the time they arefired, quit, retire,
etc., to eect to continue coverage under their employer-sponsored hedth plan. Most former employees are
alowed an extra 18 months of coverage before they have to switch to a new plan or go without insurance.
COBRA beneficiaries have to, in most cases, pay for the benefit. COBRA permits employersto charge
beneficiaries up to 102 percent of the employer’ s hedth insurance costs. While this charge is usudly
sgnificantly higher than the cost to active employees, COBRA benefits are generdly less expensve than
enralling in an individua plan and they dlow for continued coverage of preexisting conditions. COBRA
generdly applies to group hedlth plans maintained by employers with 20 or more employees. It is estimated
that some 4.7 million individuas are enrolled in COBRA plans a any onetime.

Generalized System of Preferences (GSP)

The Generdized System of Preferences (GSP) provides preferentid tariff trestment to certain
products that are imported from designated developing countries. The primary purpose of the program,
which the United States and other indudtria countries initiated in the 1970s, is to promote economic growth in
devel oping countries and countriesin trangtion by stimulating their
exports. It authorizes the Presdent to provide duty-free trestment for any eligible product from any
beneficiary developing country (BDC) and spells out criteriafor designating eligible countries and products.

Currently about 4,600 products from over 140 BDCs are digible for duty-free trestment under GSP.
In 2001, the United States imported $15.8 billion in products under the program. Petroleum products,
automobile parts, jewdry, and furniture were among the leading imports. The program was reauthorized by
the 106th Congress, retroactively from July 1, 1999 through September 30, 2001. The GSP titlein the
managers amendment would extend the current GSP program to December 31, 2003, retroactive to
September 30, 2001.

BILL
PROVISIONS

H.R. 3009, as modified by
the managers amendment expected to be offered, will contain the following mgor provisons:

Andean Trade

H.R. 3009 extends the Andean Trade Preference Act (ATPA) through February 28, 2006, and
expands the program by giving duty-free or reduced-duty trestment to most products currently excluded from
ATPA.

Additiondly, the title contains three miscellaneous provisons. The first establishes a procedure for
importers of certain wool products to obtain refunds of duties paid in calendar year 1999. The second



waives quantitetive regtrictions on ceiling fans imported from Thailand digible for duty-free treetment under
the Generdized System of Preferences. Thethird provides duty-free treatment for steam or other vapor-
generaing boilers used in nuclear facilities, imported into the United States from January 1, 2002, through
December 31, 2006.

Trade Promotion Authority (TPA)

Thistitle extends tariff proclamation authority and expedited procedures for congressiond
condderation of trade agreements (see Background, above). Thistitleis expected to be identicd to the text
of H.R. 3005 as reported by the Senate Finance Committee (S. Rept. 107-139). The mgjor provisions are
asfollows.

Section 2. Trade negotiating obj ectives.

This section sets forth the objectives, policies, and priorities of the United States in negotiating trade
agreements over the next five years. In order for legidation implementing a trade agreement to qudify for
congderation under the specid trade authorities procedures set forth in section 3 of thetitle, the President
must state that the agreement makes progress in achieving the applicable purposes, policies, priorities, and
objectives of the bill. Further, these purposes, palicies, priorities, and objectives should serve asthe basis
for consultations between the President and Congress during the course of an agreement’ s negotiation.

Section 2 is organized into three subsections.  Subsection 2(a) addresses eight overall objectives or
goasthat cut across sectorsand issue arees. These are:

1 Obtaining more open, equitable, and reciprocal market access,

2. Obtaining the reduction or eimination of trade barriers and other trade-distorting policies and
practices;

3. Further strengthening the system of internationd trading disciplines and procedures, including dispute
Settlement;

4, Fostering economic growth, raising living sandards, and promoting full employment in the United
States, and enhancing the globa economy;

5. Ensuring that trade and environmental policies are mutudly supportive, and seeking to protect and
preserve the environment and enhance the international means of doing so, while optimizing the use of
the world' s resources,

6. Promoting respect for worker rights and the rights of children, consistent with core labor standards as
defined in section 13(2) of thetitle;

7. Seeking commitments by trade agreement partners to strive not to weaken or reduce protections
afforded in domegtic environmenta or labor laws in order to gain trade advantages, and



Ensuring that trade agreements afford smal businesses equa access to international markets,
equitable trade benefits, and expanded export opportunities, and provide for the eimination of
barriers that affect small businesses disproportionately.

Subsection 2(b) addresses 14 objectives that are specific to particular sectors, such as services and

agriculture, and particular issue arees. Thee are:

1.

Tradebarriersand digtortion: To expand competitive opportunities for U.S. exports and to obtain
reciprocd tariff and nontariff barrier eimination agreements

Services. To reduce or diminate barriers to internationd trade in services, including regulatory and
other barriers that deny nationa trestment or unreasonably restrict the establishment or operations of
sarvice suppliers.

Foreign investment: To seek agreements protecting rights of U.S. investors abroad and ensuring
the existence of an investor-gtate dispute settlement mechanism.

Intellectual property: (a) to ensure accelerated and full implementation of the WTO Agreement on
Trade-Related Aspects of Intellectua Property Rights (the “ TRIPs Agreement™), especidly with
respect to enforcement obligations; (b) to ensure that trade agreements reflect a standard of
protection of intellectua property rights smilar to that found in U.S. law; (c) to provide strong
protection for new and emerging technologies and new methods of tranamitting and didtributing
products embodying intellectua property; (d) to prevent discrimination regarding the availahility,
acquisition, scope, maintenance, use, and enforcement of intellectua property rights; (€) to ensure that
standards of protection and enforcement keep pace with technologica developments and, in
particular, that rights are adequately protected and enforced with respect to intellectual property
conveyed viathe Internet and other globa communications media; (f) to provide strong enforcement
of intellectud property rights, including through accessible, expeditious, and effective civil,
adminigrative and crimina enforcement mechaniams, and (g) to secure fair, equitable and
non-discriminatory market access opportunities for U.S. personswho rely onintdllectua property
protection.

Trangparency: (a) to increasetimely public access to information regarding trade issues as well as
the ectivities of internationd trade ingtitutions; (b) to increase opennessin internationd trade fora,
including the WTO, by increasing public access to appropriate meetings, proceedings, and
submissions, including with regard to dipute settlement and investment; and (c) to increase timely
public access to notifications made by WTO Members with the supporting documents.

Anti-corruption: (a) to obtain high standards and gppropriate domestic enforcement mechanismsto
prevent and deter the use of money or other things of vaue to influence acts, decisons, or omissons
of foreign governments, and (b) to ensure that anti-corruption standards do not put United States
persons at a comptitive disadvantage.

Improvement of the WTO and multilateral trade agreements. (a) to achievefull
implementation of the existing agreements and to expand their coverage to products, sectors, and
trade conditions not currently covered, and (b) to enhance and expand participation in the
Information Technology Agreement and other trade agreements.



10.

11.

Regulatory practices. (@) to seek increased transparency and opportunity for public participation
in foreign country processes for developing regulations; (b) to require that proposed regulations be
based on sound science, cost-benefit anadysis, risk assessment, or other objective evidence, (c) to
establish consultative mechanisms among trade agreement parties to promote increased transparency
in developing laws, rules, regulations, and guidelines, and (d) to eiminate regulatory practices, such as
price controls and reference pricing, that operate as market access barriers.

Electronic commerce: (@) to ensure that current obligations, rules, disciplines, and commitments
under the WTO apply to dectronic commerce; (b) to ensure that electronically delivered goods and
services recaive no |less favorable trestment than like products delivered in physicd form, and
that the classification of such goods and services ensures the most liberal trade treetment possible; (€)
to ensure that governments refrain from implementing trade-related measures that impede eectronic
commerce; (d) to obtain commitments that any regulations affecting eectronic commerce are the least
trade redtrictive necessary to achieve legitimate policy objectives, nondiscriminatory, transparent, and
supportive of an open market environment; and (e) to extend the WTO moratorium on duties on
electronic transmissons.

Reciprocal tradein agriculture: () to ensurethat U.S. trade negotiators duly recognize the
importance of agricultura issues; (b) to obtain competitive market opportunities for U.S. exportsin
foreign markets substantiadly equivaent to the competitive opportunities afforded foreign exportsin
U.S. markets, and to achieve more equitable and more open conditions of trade in bulk, specidty
crop and value-added commaodities; () to reduce or eiminate, by a date certain, tariffs or other
charges that decrease market opportunities for U.S. exports; to reduce or diminate trade-distorting
export subsidies, while maintaining legitimate food assstance, export credit, and market development
programs, (d) to enhance disciplines on production subsidies; (€) to impose disciplines on the
operdtions of Sate-trading enterprises or Smilar adminigtrative mechanisms, (f) to eiminate unjustified
regrictions, including labdling, thet adversdly affect products of new technology, including
biotechnology; (g) to diminate sanitary or phytosanitary redtrictions that contravene the Uruguay
Round Agreements; (h) to diminate unjudtified technicad barriers to trade; and (i) to improve import
relief mechanisms to accommodate the unique aspects of perishable and cyclica agriculture.

In addition, the principa negotiating objectives on agriculture require negotiators to take into account
certain key factors, including: (a) whether a country has failed to adhere to (or has circumvented)
obligations under existing agreements with the United States; (b) whether a product is subject to
market distortions by reason of other countries failure to adhere to existing obligations; (c) the impact
that exigting agreements to which the United States is a party is having on U.S. agriculture; and (d) the
impact that multaneous negotiations in severd foramay have on import-sensitive agriculturd
products.

Labor and the environment: (@) to ensure that a party does not fall to effectively enforce its
environmenta or labor laws, through a sustained or recurring course of action or inaction, in a manner
affecting trade between the United States and that party; (b) to recognize that a party to atrade
agreement is effectively enforcing its lawsif a course of action or inaction reflects a reasonable
exercise of discretion or results from a bona fide decision regarding alocation of resources, and that
no retaiation may be authorized based on the exercise of these rights or the right to establish
domedtic labor standards and levels of environmenta protection; (c) to strengthen the capacity of



12.

13.

14.

U.S. trading partners to promote respect for core labor standards, and to protect the environment
through the promotion of sustainable development; (d) to reduce or iminate government practices or
policies that unduly threaten sustainable development; (€) to seek market accessfor U.S.
environmental technologies, goods, and services; and (f) to ensure that |abor, environmentd, hedlth,
or safety policies and practices of parties to trade agreements do not arbitrarily or unjustifiably
discriminate against U.S. exports or serve as disguised barriers to trade.

Dispute settlement and enforcement: (a) to seek provisonsin trade agreements providing for
resolution of disputes between governments in an effective, timely, transparent, equitable, and
reasoned manner requiring determinations based on facts and the principles of the agreement, with the
god of increasing compliance; (b) to seek to strengthen the capacity of the WTO Trade Policy
Review Mechanism to review compliance; (c) to seek improved adherence by WTO dispute
settlement pands and the Appellate Body to the standard of review in gpplicable WTO Agreements,
including greeter deference to the fact finding and technica expertise of nationd investigating
authorities; (d) to seek provisions encouraging the early identification and settlement of disputes
through consultations; (€) to seek provisions encouraging trade-expanding compensation; (f) to seek
provisions to impose a penalty that encourages compliance, is appropriate to the parties, nature,
subject matter, and scope of the violation, and has the am of not adversely affecting parties or
interests not party to the dispute while maintaining the effectiveness of the enforcement mechanism;
and (g) to seek provisonsthat treat U.S. principa negotiating objectives equaly with respect to
ability to resort to dispute settlement and avail ability of equivalent procedures and remedies.

Border taxes: to seek arevison of WTO rulesthat will eiminate the current disadvantage to
countries, such asthe United States, thet rely primarily on direct taxes (such asincome taxes), rather
than indirect taxes (such as sdles and val ue-added taxes), and that tax income on aworldwide rather
than aterritorid basis.

WTO extended negotiations. to meet two objectives previoudy st forth in the Uruguay Round
Agreements Act (URAA), specificaly (a) concerning objectives for extended negotiations on trade in
cvil arcraft, and (b) concluson of aWTO agreement on harmonization of rules of origin.

Subsection 2(c) addresses priorities that are not necessarily negotiating objectives themsaves but that

should inform trade negotiations or be pursued parald to trade negotiations. For example, one priority
requires the conduct of environmenta reviewsin conjunction with new trade negotiations. Another priority
directs the President to seek the establishment of consultative mechanisms among trade agreement partners to
strengthen their capacity to promote respect for core labor standards.

Section 3. Trade agreements authority.

Section 3 provides that the President may enter into trade agreements subject to the trade authorities

procedures prescribed in the present title before June 1, 2005 or, if such procedures are extended as
provided in section 3(c), before June 1, 2007. Section 3 contains two different procedures for implementing
trade agreements, one for implementing certain results of tariff negotiations, and one for implementing al other
results of tariff negotiations, as well as other changesto U.S. law required by trade agreements:

Tariff proclamation authority. Section 3(a) contains the first of these two procedures, commonly
referred to as “tariff proclamation authority.” Tariff proclamation authority permits the President to



proclam the results of certain tariff negotiations directly into U.S. law, without need for separate
legidation. Section 3(a) puts limits on the Presdent’ s tariff proclamation authority.

Agreementson tariff and non-tariff barriers. Section 3(b) contains the second procedure for
implementing trade agreements, which is commonly referred to as “trade authorities procedures’ or
“fast track.” Section 3(b)(1) authorizes the President to enter into a trade agreement with aforeign
country whenever he determines that any duty or other import restriction, or any other barrier to or
digtortion of internationa trade, unduly burdens or redtricts the foreign trade of the United States or
adversdly affectsthe U.S. economy, or that the imposition of any such barrier or digtortion islikely to
result in such a burden, restriction, or effect, and that entering into such agreement will promote the
purposes, policies, priorities and objectives of thishill. The agreement must provide for the reduction
or elimination of such barrier or other distortion or prohibit or limit the impostion of such abarrier or
digortion. Unlike prior fast track legidation, no distinction would be made between bilatera and
multilateral agreements. Section 3(b)(2) provides that the trade agreement gpprova procedures may
be used only if the agreement makes progress in meeting the applicable objectives set forth in sections
2(a) and (b) (Overdl and Principa Trade Negotiating Objectives), and the President satisfiesthe
requirements set forth in section 4 (Consultations).

Billsqualifying for trade authorities procedures. Section 3(b)(3) provides that billsimplementing
trade agreements qudify for trade authorities procedures only if those bills consist solely of provisons
approving the trade agreement and any statement of administrative action accompanying the
agreement, and provisons necessary or appropriate to implement the trade agreement. If the
foregoing conditions are met, then the trade authorities procedures described in section 151 of the
Trade Act of 1974 gpply to the implementing bill. Section 151 of that Act sets forth atimetable for
condderation of implementing billsin the committees of jurisdiction and on the floor of each house of
Congress. Ordinarily, the maximum time for congderation in both chambers will be 90 legidative
days. Section 151 aso prohibits amendments to implementing bills and limits the time for debate on
the floor of each house to 20 hours (subject to further limitation).

Timeperiod. Sections 3(a)(1)(A) and 3(b)(1)(C) grant trade promotion authority for agreements
entered into before June 1, 2005. An extension until June 1, 2007 would be permitted unless
Congress passed a disapprova resolution, as described under section 3(c).

Extension procedures. Section 3(c) outlines a process for extending the tariff proclamation
authority of section 3(a) and the trade authorities procedures of section 3(b). Under this process, the
President must request the extension from Congress and provide his reasons for that request, dong
with an explanation of the trade agreements for which he expectsto need fast track authority, and a
description of the progress he has made to date toward achieving the purposes, policies, priorities,
and objectives of the present bill. He must dso make certain pecified notifications. Congstent with
prior law, the President’ s request for an extension through June 1, 2007 will be granted, unless either
house of Congress passes a*“resolution of disgpprovd.” Any Member of Congress may introduce
such aresolution in the member’ s respective house of Congress. Such aresolution will be referred, in
the Senate, to the Committee on Finance, and in the House, jointly to the Committees on Rules and
Ways and Means. Floor action on such aresolution will not be in order unless the resolution is
reported by the aforementioned committees. In the event the Committee on Finance reports an
extension disgpprova resolution, the resolution will be considered on the Senate floor under the fast
track procedures set forth in section 152(e) of the Trade Act of 1974. In the event the Committee on



Ways and Means and the Committee on Rules report an extension disgpprova resolution, the
resolution will be consdered on the House floor under the fast track procedures set forth in section
152(d) of that Act.

Section 4. Consultations and assessment.

Thistitle revises and strengthens the legidative-executive trade consultation procedures. To this end,
section 4 establishes a number of new requirements to help ensure close coordination and consultation at
every stage of trade agreement negotiation. Specificaly, section 4(a)(1) requires the President to provide
written notice to Congress a least 90 cadendar days prior to entering into negotiations. In the notice, the
Presdent must set forth the date on which he intends to initiate negotiations, the specific objectives for the
negotiations, and whether the President intends to seek a new agreement, or to change an existing agreement.
Failure to provide notice may trigger the introduction and consideration of a*“procedura disapprova
resolution” under the provisons
of section 5(b). If adisgpprova resolution were adopted, it would withdraw trade authorities procedures for
legidation implementing the agreement at issue. Section 4(a)(2) requires the Presdent to consult with relevant
committees regarding the negotiations before and after formal submission of the notice of intention to
negotiate. Section 4(a)(3) requires the President, upon the request of a mgority of the members of the
Congressona Oversight Group (an entity established in section 7 of this bill), to meet with the Congressiona
Oversight Group before initiating negotiations or a any other time concerning the negotiations.

Section 4(b) establishes a specid consultation requirement for agriculture and the fishing industry.
Before initiating negotiations with a country concerning tariff reductionsin agriculture, the Presdent isto
assess whether U.S. tariffs on agricultural products that were bound under the Uruguay Round Agreements
are lower than the tariffs bound by that country. In his assessment, the President is aso required to consider
whether the tariff levels bound and gpplied throughout the world with respect to imports from the United
States are higher than U.S. tariffs on like products, and whether the negotiation provides an opportunity to
address any such digparity.

Section 4(b)(2) setsforth specid consultation procedures for import-sensitive agricultura products.

Section 4(b)(3) requires the President, before initiating or continuing negotiations directly related to
fish or shellfish trade, to consult with relevant committees.

Section 4(c) sets forth a specid consultation requirement for negotiations regarding textiles.

Section 4(d) requires the President, before entering into any trade agreement, to consult with the
relevant committees and the Congressionad Oversight Group concerning the nature of the agreement, how and
to what extent the agreement will achieve the gpplicable purposes, policies, and objectives set forth in the
title, as amended, and al matters relating to implementation under
section 5, including the generd effect of the agreement on U.S. laws.

Section 4(e) concerns the timing of certain reports to be prepared by the Advisory Committee on
Trade Policy and Negotiations (ACTPN) and sectord or functiona advisory committees at the conclusion of
trade agreement negotiations. The ACTPN is an entity that Congress directed the President to establish in
section 135 of the Trade Act of 1974. 1t consists of up to 45 members, appointed by the President on the
recommendation of the U.S. Trade Representative for two-year terms, and includes representatives from

10



non-Federd governments, labor, industry, agriculture, small business, service indudtries, retailers,
nongovernmenta environmenta and conservation organizations, and consumer interests. The ACTPN's
mandate is to provide overal policy advice on trade negotiations, the operation of trade agreementsin force,
and other trade policy matters.

Section 5. Implementation of trade agreements.

Section 5 of thetitle describes the procedures to be followed for atrade agreement to enter into force
with respect to the United States. It sets forth the documentation that the President must transmit to
Congress to enable Congress to make a fully informed decision as to whether to approve a trade agreement.
It then sets forth certain conditions under which a trade agreement implementing bill’ s digibility for
congderation under trade authorities procedures may be withdrawn. Findly, it affirms that the provisons for
withdrawal of trade authorities procedures contained here and elsewhere in the bill are adopted pursuant to
the congtitutional authority of each house of Congress to determine the rules of its proceedings.

Section 6. Treatment of trade agreementsfor which negotiations already underway.

Section 6 provides that the requirements (set forth in section 4(a)) that the President notify and
consult with committees of jurisdiction in Congress before initiating trade agreement negotiations do not apply
to certain negotiations aready underway at date of enactment. Specifically, the pre-negotiation notice and
consultation requirements do not apply to negotiations commenced
before enactment of the present bill (1) under the auspices of the WTO; (2) to establish afree trade
agreement with Chile; (3) to establish a free trade agreement with Singapore; and (4) to establish a Free
Trade Areafor the Americas. Since the foregoing negotiations aready have commenced, the absence of the
forma notification and consultation that ordinarily would be required before initiating negotiations will not
preclude trade authorities procedures from being applied with respect to
these agreements.

Section 7. Congressional Oversight Group.

Section 7 establishes a Congressiona Oversight Group to consult with and provide advice to the
U.S. Trade Representative on negotiating objectives, strategies, and positions, and on compliance with and
enforcement of agreementsin force. This Group will be a point of contact between Congress and the USTR,
in addition to the committees of jurisdiction and the congressiond trade advisers designated under section
161 of the Trade Act of 1974.

Section 8. Additional implementation and enfor cement requirements.

Section 8 requires the Presdent to submit to Congress a plan for implementing and enforcing any
trade agreement concluded under the present title. The plan isto be submitted smultaneoudy with the text of
the agreement and is to include a review of the executive branch personnel needed to enforce the agreement
aswell as an assessment of any U.S. Customs Service infrastructure improvements required.

Section 9. Committee staff.

Section 9 expresses the view that increased staff should be provided to the committees with primary
jurisdiction over trade matters to accommodeate the increase in trade negotiations and related activities
expected to flow from enactment of the present hill. Also, the establishment of the Congressona Oversight
Group under section 7 will bring more Members of Congressinto the
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oversight of and consultation on trade negotiations which, in turn, will increase the demands on Steff.

Section 10. Confor ming amendments.

Section 10 of the bill makes certain technica changesto the Trade Act of 1974 to conform to the
changes described above.

Section 11. Report on impact of trade promotion authority.

Section 11 requires the Internationd Trade Commission to report to the Committee on Finance of the
Senate and the Committee on Ways and Means of the House of Representatives on the impact of past trade
agreements which have been entered into by the United States using trade authorities procedures. The trade
agreements to be reviewed are: the United States-Isradl Free Trade Agreement; the United States-Canada
Free Trade Agreement; the North American Free Trade Agreement; the Uruguay Round Agreements, and
the Tokyo Round of Multilaterd Trade Negotiations. The purpose of this provison isto provide the U.S.
Congress and the public with a broader context in which to view future trade agreements which Congress
may implement using trade authorities procedures.

Section 12. | dentification of small business advocate at WTO.

Section 12(a) requires the U.S. Trade Representative to pursue the identification of asmall business
advocate at the World Trade Organization Secretariat. The advocate would examine the impact of WTO
agreements on the interests of smal- and medium-sized enterprises, serve as a contact source for these
busi nesses, and make recommendations on ways to address their interestsin WTO negotiations. Section
12(b) designates an individua within the Office of the United States Trade Representative, currently, the
Assgant USTR for Industry and Telecommunications, to be respongble for the interests of amdl businessin
trade negotiations.

Section 13. Definitions.

Section 13 defines terms used in thistitle, including Agreement on Agriculture, Core Labor
Standards, GATT 1994, ILO, Uruguay Round Agreements, World Trade Organization, and WTO
Agreement.

Trade Adjustment Authority (TAA)

TAA Reauthorization.

Thistitle reauthorizes, expands, and consolidates three programs established in Title 11 of the Trade
Act of 1974, as amended, for the purpose of providing assistance to individual workers and firms thet are
adversdy affected by the reduction of barriersto foreign trade. Those programs are:

. The generd TAA program for workers, which provides training and income support for workers
adversdly affected by import competition;

. The TAA program for firms, which provides technica assstance to qudifying firms, and
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. The NAFTA program for workers (established by the North American Free Trade Agreement
Implementation Act of 1993), which provides training and income support for workers adversdy
affected by trade with, or production shifts to, Canada and/or Mexico.

Extension of TAA benefits.

Other provisions provide for:

. An increase from 104 to 130 in the maximum number of weeks an adversely affected worker who
requires a program of remedia education may receive trade readjustment alowances,; and

. A reduction from 60 to 40 days for the time within which the Secretary of Labor must respond to
petitions for certification of digibility to apply for adjustment assstance.

Greater TAA information access.

A provision expresses the sense of Congress that the Secretary of Labor, in conjunction with the
States, should provide workers with more specific information about benefits, training, and other employment
services, and procedures for obtaining them, under the trade adjustment ass stance program.

Health Coverage.

At presstime, Senators Baucus and Grassey were till negotiating provisions to provide continued
hedlth coverage to TAA-digible workers. Reports indicate the Senators were considering arefundable,
advanceable tax credit for TAA-eligible workers. The credit would cover from 60 percent to 73 percent
(under negotiation) of the cost of the worker's COBRA coverage or other group coverage, but could not be
applied to coverage purchased in the individual market. Also under consideration are federd subsidies for
exiging and newly-created state “high-risk pools’ and other purchasing pools, including private pools.

Authorization of Appropriations.
Authorizes gppropriations of $2 billion for FY 2002 and 2003.

Generalized System of Preferences (GSP)

The GSPtitlein the expected managers amendment would amend Section 505 of the Trade Act of
1974 (19 U.S.C. 2465(a)) by striking the expiration date of September 30, 2001, and replacing it with
December 31, 2003. It aso provides for retroactive treatment of GSP-eligible goods to September 30,
2001.

COST
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No information on aunified cost estimate is available for H.R. 3009 as modified by the expected
managers amendment, but the following represents estimates of the varioustitles:

Andean Trade

S. Rept. 107-126 dates that no CBO cost estimate was available at press time but that a CBO letter
would be placed into the Congressional Record later. That letter, dated December 14, 2001, can be found
at page S 13354 for December 17, 2001. The summary paragraph follows:

The Congressond Budget Office estimates that enacting the bill would reduce revenues by
$43 million in 2002, by $218 million over the 2002-2006 period, and by the same amount
over the 2002-2011 period. CBO aso estimates that enacting the bill would incresse direct
spending by $24 million in 2002 and by $12 million in 2003. Because enacting H.R. 3009
would affect receipts and direct spending, pay-as-you-go procedures would apply.

Trade Promotion Authority
The Senate and House reports for H.R. 3005 include the following identical language from CBO:

H.R. 3005 would restore the President’ s authority to enter into multilateral and bilateral trade
agreements with Congressiona approva or rgjection of, but not amendment to, those
agreements. Enacting this legidation would not affect revenues, so pay-as-you-go procedures
would not apply.

Trade Adjustment Assistance

Because the TAA provisons of the managers amendment are a product of alate compromise, no
specific cost edtimate is available. However, the following is a summary from the Senate and House reports;
the cogt of the TAA titlein the managers amendment may be reliably consdered to fal between them:

Senatebill, S. 1209, S. Rept. 107-134:

For fiscal years 2002-2011, CBO estimates that enacting the bill would increase direct
spending by about $12.4 hillion and reduce revenues by $39 million. Because the bill would
affect revenues and direct spending, pay-as-you-go procedures would apply. However, the
costs of extending TAA are assumed in CBO's estimates of basdine spending. Pay-as-you-
go procedures would apply only to the new direct spending above the costs dready assumed
in basdine. Those net costs above basdline spending — as projected in CBO's May 2001
basdline —would total $8.6 hillion in outlays over the 2002-2011 period. We aso estimate
that implementing the bill would cost about $3 billion, subject to gppropriation of the

necessary funds.

House bill, H.R. 3008, H. Rept. 107-244:

H.R. 3008 would extend the Trade Adjustment Assstance (TAA) programs for workers and
for firms through fisca year 2003. These programs expired a the end of fiscd year 2001.
Redtive to current law, extending those programs would cost about $400 million ayear for
2002 and 2003. However, the costs of extending TAA are assumed in CBO' s estimates of
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basdine spending. Thus, enacting H.R. 3008 would have no effect on direct spending relative
to the basdine.

The bill dso would authorize grants in 2002 and 2003 for trade adjustment assstance. Assuming
gppropriation of the necessary amounts, CBO estimates that making such grants would cost $18
million over the 2002-2006 period.

Generalized System of Preferences
The following cost estimate is from H. Rept. 107-245 (H.R. 3010):

H.R. 3010 would extend the period in which preferentia treatment provided to certain
products of countries under the Generalized System of Preferences (GSP) isin effect. Under
current law, GSP treatment expired on September 30, 2001. The bill would alow imports
under the program to enter the United States free of duty until December 31, 2002. Any
imports made after September 30, 2001, and before the date of enactment would be digible
for duty-free treatment and refunds of any duty paid. The Congressiond Budget Office
estimates that enacting the bill would reduce revenues by $332 million in 2002 and by $419
million over the 2002-2003 period. Because enacting H.R. 3010 would affect receipts, pay-
as-you-go procedures would apply.

ADMINISTRATION POSITION

At presstime, no officid position on the Senate version of H.R. 3009, as modified by the managers
amendment, had been recelved. However, the Administration has strongly supported the component titles of
H.R. 3009, as modified by the managers amendment, particularly the provisons relaing to renewd of the
President’ s trade promotion authority. (See RPC’'s*Now isthe Time to Renew the President’s Trade
Promotion Authority, 11/1/01.)

POSSIBLE
AMENDMENTS

The following possble
amendments to H.R. 3009, as modified by the expected managers amendment, are organized by topic:

Trade Promotion Authority

Craig/Dayton. Providesfor apoint of order against provisionsin trade implementation bills weakening
current safeguard laws for American businesses and workers.
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Unknown.

Strike COBRA benefits from Trade Adjustment Assistance.

Conrad. Use Export Enhancement Program against Canada with respect to agriculture,

Graham. Agriculture: Organic Sugar = Split Specidty quota

Daschle. Treset livestock as a perishable agriculture commodity

Nelson (FL). Citrus: Give specid consderation to products with AD order with regard to tariff reductio