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Textile and Apparel Rules of Origin in International
Trade

Summary

In moves to open foreign markets to U.S. goods and services, and vice versa,
and to boost economic growth in poorer regions of the world, the United States has
enteredinto freetrade agreementsand established preferential trade programs. Major
challenges are preventing non-members or ineligible countries or products from
benefitting, and limiting the potential harm to U.S. producers. These challengesare
addressed in part by explicitly or implicitly setting rules for determining the origin
of each of particular categories of goods to ensure that benefits flow only to the
appropriate trade partner(s) and/or only to the designated categories of goods made
by a partner or beneficiary country. Usually, this is done by establishing rules of
origin based upon one more or conceptual approaches that have been developed to
help designate a category of products or particular item as the “product” of a
particular country or group of countries — as unambiguously as possible. Because
the United Statesis considering entering into other free trade agreements, it may be
instructive to examine the rules that are part of current agreements and preferential
programs.

Existing U.S. freetrade agreementsand trade preference programsinclude the
following: the North American Free Trade Agreement, the United States-Jordan Free
Trade Agreement, the United States-Israel Free Trade Agreement, Andean trade
preference (Andean Trade Preference and Drug Eradication Act), Caribbean trade
preference (Caribbean Basin Trade Partnership Act as amended), and sub-Saharan
trade preference (African Growth and Opportunity Act, AGOA, as amended). The
United States has signed proposed free trade agreements with Chile and Singapore.

Based upon brief summaries of the free trade agreements and preferential trade
programs listed above, it is observed that if atrade agreement has broader coverage
than a trade preference program it does not necessarily indicate that it is a more
generous trade promotion vehicle with respect to textiles and apparel. A trade
agreement isintended to generate reciproca benefits whereas a preference program
isaunilateral grant of benefits to the intended beneficiary country(ies). However,
whilerecognizing this caveat, it needsto be reported that the trade agreements cover
textile and apparel categories more broadly than the preferential programs.

Also, a mgjor characteristic of rulesof origin contained in al of the agreements
and programs covered isthat they tend to be very specific with respect to textilesand
apparel. One overdl rule, usually set out at the beginning of the relevant
document(s), appliesto textilesand apparel to the extent that the specific rulesdo not
supercedeit. That rulerequiresthat the value of materials produced in abeneficiary
country plusthedirect cost of processing in abeneficiary country must equal at | east
35% of thetotal value of thearticleat itsentry into the United States. But up to 15%
of the 35% may consist of the value originating in the United States.

Thirdly, all of theagreementsand preferential programsmake special alowance
for handloomed, handmade, and folklore articles, as defined by consultation among
or between the countries. Thisreport will not be updated.
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Textile and Apparel Rules of Origin in
International Trade®

Setting and Scope

In moves to open foreign markets to U.S. goods and services and vice versa,
and, in some cases, to boost economic growth in poorer regions of the world, the
United Stateshasentered into freetrade agreementsand established preferential trade
programs. Major challenges are preventing non-members or ineligible countries or
products from benefitting, and limiting the potential harm to U.S. producersin the
form of improved opportunitiesfor foreign producersto sell in U.S. markets. There
istension between how much the United States wishesto open its markets and how
much foreign competition U.S. producers will face. The agreements and programs
explicitly or implicitly define rules for determining the origin of each of particular
categories of goods to ensure that benefits flow only to the appropriate trade
partner(s) and/or only to the designated categories of goods made by a partner or
beneficiary country.

Free trade agreements entered into by the United States include the North
American Free Trade Agreement (NAFTA) with Canadaand Mexico, and individual
country agreements with Isragl and Jordan. Free trade agreements with Chile and
Singapore have been signed.? Preferential trade programs include Andean trade
preference (Andean Trade Preference and Drug Eradication Act), Caribbean trade
preference (Caribbean Basin Trade Partnership Act as amended), and sub-Saharan
trade preference (African Growth and Opportunity Act as amended).?

An important context of these agreements and programs is that textile and
apparel manufacture has been shifting to developing countries, with textiles and
apparel accounting for large portions of their exportsto devel oped economiesin the
last few decades. Because textile and apparel manufacture and trade are important
elements of devel oping country economies, provisionsregarding textile and apparel
products are prominent in the agreements and programs listed above.*

1 Vladimir N. Pregelj, Specidist in International Trade and Finance, Foreign Affairs,
Defense, and Trade Division, provided expert guidance in the preparation of this report.

2 Presidential signing of the Singapore pact occurred May 6, 2003; the signing of the Chile
accord has not been scheduled. Congressional approval must follow in both cases.

% This report does not discuss the General System of Preferences (GSP) inasmuch as the
GSP specifically excludes preferential treatment for textiles and apparel.

4 Also, the bilateral trade agreement with Vietnam, which confers conditional normal trade
relations (NTR) with that country has been supplemented by an agreement pertaining
(continued...)
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Because the United States is considering entering into other free trade
agreements, it may be instructive to examine the rules that are part of current
agreements and preferential programs.

Thisreport first presents the reasons for establishing rules of origin, the issues
involved, and the approaches to establishing such rules. It summarizes the actual
rules used by several agreementsand programs, and then comparestherules of those
agreements and programs. The report provides minimal information on the trade
agreements and programs other than the summaries of rules of origin. For more
extensive details on these agreements and programs, see the list of selected CRS
reports on the last page of thisreport. For discussion and analysis of the economics
of textile and apparel production and of textile and apparel trade issues in general,
see CRS Report RL31723, Textile and Apparel Trade Issues.

The Need for and Approaches to Rules of Origin®

A variety of issues arise in constructing trade agreements and preferential
programs. Oneis preventing non-members or ineligible countries from benefitting.
Anocther is the potential harm to U.S. producers in the form of improved
opportunities for foreign producersto sell in U.S. markets. In both cases, thereis
tension between how much the United States wishes to open its markets (and those
of beneficiary countries) and how much foreign competition will be faced by U.S.
producers. Consequently, a key challenge is to define exactly what constitutes the
product of a trade agreement member or what goods (and/or services) qualify to
benefit from a preferential program. Usualy, this is done by establishing rules of
origin. In some cases, such “rules’ are designated as such, but essentially are
incorporated in stated criteria of eligibility for benefits.

The challenge is technical as well as political. Growing globalization of the
world economy makes it difficult to identify the “nationality” of many products.
Many products are an amalgamation of labor, capital, and material inputs from two
or more countries. A systematic conceptua approach to deal with this is needed,
although economic interests usually force departure from a strict approach.

Asdiscussed below, stated or implicit rules of origin are essential components
of the agreements and programs. Such rules, moreover, will have continuing
relevance inasmuch as the Agreement on Textiles and Clothing (under the aegis of
the World Trade Organization) provides for the phasing out of quotas (effective
January 1, 2005) but not the phasing out of tariffs. Consequently, it may be
instructive to examine the rules that are part of current agreements and preferential
programs for possible consideration and comparison in future circumstances.

* (...continued)
exclusively to textiles and apparel. U.S. imports of those products from Vietnam have
increased markedly since Vietnam began receiving the lower NTR tariff rates.

® Thispresentation of issues, concepts, and definitionsisbased largely upon more extensive
discussion of such mattersin CRS Report 92-584E, Rulesof Origin and the North American
Free Trade Agreement, by Douglas Karmin.
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Concepts and Definitions

Basicaly, four different approaches have been developed to design rules of
origin that, as unambiguously as possible, designate a particular item as the product
of aparticular country or group of countries, or a product of a beneficiary country .
Minimizing ambiguity usually means establishing extremely detailed rules. In some
cases, the term “rules of origin” per seis not used, but such “rules’ are implicit in
stated criteriaof digibility for benefits. Thetrade agreementsand programs covered
here use different approachesto defining origin. Most use two or more approaches,
some applying to only one category of articles. There almost always are exceptions
to the general approaches or rules. The four basic approaches are as follows:

Substantial transformation. One or more manufacturing or assembling
processes (possibly involving the addition of new materials) change(s) the character
of agood or aclass of goods thereby producing a new or different product. Thus, in
the case of atrade agreement, origination generally is assigned if the application of
a manufacturing or assembling process changes the character of a good or a
combination of goods thereby producing a new or different product with a different
character. Inthe case of apreferential program, digibility for benefitsis conferred
if the product (or product category) undergoes a specified transforming process, and
specifically not conferred if it undergoes a less transforming process.

Change in tariff classification. Oneor more manufacturing or assembling
processes (possibly involving the addition of new materials) altersthe product to the
extent that its tariff classification changes. For trade agreements, origination is
assigned if the application of a manufacturing or assembling process alters the
product to the extent that itstariff classification changes. For preferential programs,
eligibility for benefitsis conferred if the product is or was, or isnot or was not, of a
specified tariff classification.

Value-added standard. Manufacturing, assembling, and materials newly
included account for a specified minimum proportion of the product’s total
production costs or value — often measured by value added. In the case of atrade
agreement, origination is assigned if the application of a manufacturing or
assembling processand/or material snewly included account for aspecified minimum
percentage of the product’s production costs. In the case of a preferential program,
a specified minimum percentage of the value of the article at entry into the United
States must be accounted for by the value of materials produced in a beneficiary
country and included inthe product plusthedirect costsof processinginthat country.

Critical process criterion. A specified key input is incorporated or a
specified key manufacturing processisperformed. For trade agreements, origination
is assigned if a key input is incorporated or a key manufacturing process is
performed. For preferential programs, it oftenisthe casethat aproduct must contain
one or more specified inputs or components made in the United States.

A variant of the critical process criterion, the “yarn forward” rule of origin, is
used at least to some extent as an explicit or implicit general principle with respect
to textiles and apparel by the trade agreements and preferentia programs coveredin
thisreport, albeit usually with exceptions. INNAFTA, atextileproduct isconsidered
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as“originating” if the material used in each of the successive stages of fabricating
textile products — the yarn itself, the fabric, and the sewing thread — originatein a
beneficiary country. Thus, itisusedto limit trade benefitsto NAFTA countriesonly.
When used in U.S. preferential programs such as the Caribbean Basin program, the
purpose of the yarn-forward principle is to limit the extent to which intended
beneficiary countries can incorporate their own materials.

Summaries of Rules of Origin

The following table presents brief summaries of the explicit and implicit rules
of origin provisions with respect to textiles and apparel in the following free trade
agreements and preferential trade programs. The North American Free Trade
Agreement (NAFTA), the United States-Jordan Free Trade Agreement (US-Jordan
FTA), the Andean Trade Preference and Drug Eradication Act (ATPDEA), the
Caribbean Basin Trade Partnership Act as amended (CBTPA), the African Growth
and Opportunity Act asamended (AGOA), and the proposed United States-Singapore
Free Trade Agreement (US-Singapore FTA).

Asin the case of nearly all trade agreements and preferential programs, these
have specia rules of origin with respect to textiles and apparel, and the provisions
(a) are extremely detailed in their entirety and/or with respect to certain aspects, and
(b) contain numerousexceptions (for particular product categories) and qualifications
(such asphase-in periods). Consequently, itisnot practicableto present and compare
them in their entirety. CRS has applied judgement as to what provisions are most
important.

Asnoted earlier, the trade agreements and programs covered here use different
approaches to defining origin; and more than one of these agreements and programs
use more than one system.

These summaries are based upon one or more of the following: (a) the text of
the trade agreements themselves, (b) the U.S. statutes implementing the agreements
or the program, and (¢) summaries prepared by the Office of Textiles and Appardl,
U.S. Department of Commerce, and (d) summaries from afew of the CRS reports
listed below.

Inasmuch as the summaries are, in virtually all cases, generalizations, readers
should use them only for general analytical purposes.
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Summaries of Textile and Apparel Rules of Origin: Selected Trade Agreements and Programs

Approach
or Product
Category

Agreement or Program

North American Free Trade Agreement

U.S.-Jordan Free Trade Agreement

General
Approach
and/or
Principle(s)

Yarn forward (critical process criterion): Yarn used in each of the successive stages of
fabricating textile products (the yarn itself, the fabric, and the sewing thread) must originate
inaNAFTA country. Also, each non-originating material used must undergo an applicable
change in tariff classification (specified in an Annex), or the good must otherwise satisfy
applicable requirements where no tariff classification change is required.

Critical process criterion: Basically, an article must be made of afiber
or fabric manufactured by a Party, or wholly assembled by a Party.

Exception(s)

(a) For many individual product categories, substantial transformation or change in tariff
classificationmust occur. (b) NAFTA-madeyarn, fabric, apparel not meeting strict NAFTA
content reguirements can be eligible for preferential duty treatment up to agreed annual
levels.

A textile or apparel product that is knit-to-shape in a Party is
considered the growth, product, or manufacture of that Party
notwithstanding other rules.

Yarn

Cotton & man-made fiber spun yarn & sewing thread must be of NAFTA origin. Filament
yarnsmust be NAFTA formed; feedstocks not limited. Y arns, sewing thread of other fibers
must be spun in aNAFTA country.

If yarn, thread, rope, twine, cordage, etc., the constituent staple fibers
must be spun in a Party, or the continuous filament be extruded there.

Fabric

Yarn forward, except: Cotton & man-made fiber knit fabrics and man-made fiber non-
woven & specialty fabrics require NAFTA-origin fiber. Coated fabric must have NAFTA-
origin fabric, except tire cord & belting, and man-made fiber hose.

Congtituent fibers, filaments, yarns must be woven, knitted, tufted,
felted, needled, entangled, or substan- tially transformed by any other
fabric-making process in the Party. If a cotton, silk, man-made, or
vegetable fabric is dyed, printed, and undergoes 2 or more finishing
operations in a Party, it qualifies.

Apparel

Yarn forward, except: Apparel made from fabrics originating in anon-NAFTA country that
are in short supply in NAFTA must be cut or knit to shape and assembled in a NAFTA
country. Men’'s dress shirts made from certain cotton and cotton/man-made fiber blend
fabricsmust under-go substantial transformation. Nightwear and women’ sunderwear of fine
count cotton knit fabric must undergo substantial transformation. Bras- sieres& all silk &
linen apparel must undergo substantial transformation.

Must be wholly assembled in the Party from its component parts.

Other Textile
Items

Y arnforward, except: Fiber in man-madefiber products must be of NAFTA-origin. A fabric
forward rule applies to luggage, handbags, flat goods, & curtains of certain yarns. Silk &

linen goods must undergo substantial transformation.

Must be wholly assembled in the Party from its component parts.




CRS-6

Summariesof Textileand Appare Rulesof Origin: Selected Trade Agreements and Programs (continued)

Approach Agreement or Program
or Product . .
Category Andean Trade Preference Program Caribbean Basin Trade Preference Program

Genera Critical process criterion: Must be assembled from products of abeneficiary | Yarn forward (critical process criterion): In most cases, U.S.-made

Approach country or the U.S. yarn and/or U.S.-made fabric required.

Exception(s) () In some cases, dyeing, printing, & finishing of fabrics must be performed [(a) In some cases, dyeing, printing, & finishing of fabrics must be
in U.S. (b) If short supply situation in the U.S., President, at request of [performed in U.S. (b) Short supply situation provisions essentially
interested party, may proclaim additional fabrics & yarns eligible for[same as for ATPDEA. (c) Articles otherwise ineligible for
preferential treatment after following certain steps. (c) Articles otherwise|preferential treatment because constituent fibers or yarns are not
ineligiblefor preferential treatment because constituent fibersor yarnsarenot [wholly formedin U.S. or CBTPA can qualify if total weight of such
wholly ATPDEA- or U.S.-formed can qualify if total weight of such fibersor |fibers or yarns does not exceed 7% of total weight.
yarns does not exceed 7% of total weight.

Yarn No provision related to yarn imports per se. Thread used to assemble an apparel article must have been dyed,

printed, or finished in the United States.

Fabric No provision related to fabric imports per se. No provision related to fabric imports per se.
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Summariesof Textileand Appare Rulesof Origin: Selected Trade Agreements and Programs (continued)

Approach
or Product
Category

Agreement or Program

Andean Trade Preference Program

Caribbean Basin Trade Preference Program

Apparel

Must be sewn or otherwise assembled in one or more ATPDEA countries or
the U.S. or both from one or more of following components: (a) Fabrics or
fabric components wholly formed, or components knit-to-shape, from yarns
wholly formed in the U.S. or one or more ATPDEA countries, provided that
dyeing, printing, and finishing of the woven and knit fabric components is
carriedoutinU.S.; (b) fabricsor fabric componentsformed fromyarnswholly
formed in one or more ATPDEA countries if such fabrics (including certain
fabrics not formed from yarns) are in chief value of llama, alpaca, or vicufia;
(c) fabrics or yarns, to the extent that apparel articles of such fabrics or yarns
are eligible for preferential treatment, without regard to source of the
fabricglyarns, under NAFTA short-supply provisions. Regional fabric
provision: an apparel article qualifiesif assembled in ATPDEA from fabrics
or fabric componentsformed in an ATPDEA country from yarnswholly U.S.
or ATPDEA formed, whether or not article is also made from any of the
fabrics or components defined in (@), (b), and (c), unless the article is made
exclusively from any of the components defined in (a), (b), or (c).

Fabric forward in most cases, with the following specifics: Must be
sewn or otherwise assembled in one or more CBTPA countriesfrom
fabrics wholly formed and cut, or from components knit-to-shape,
inthe U.S. fromyarnswholly U.S. formed, and all dyeing, printing,
and finishing of the fabrics from which the articles are assembled
must be carried out in the U.S. If cut and sewn, or otherwise
assembled, inone or more CBTPA countriesfrom U.S. fabric made
from U.S. yarn, U.S.-made thread must be used, with all dyeing,
printing, and finishing of the fabrics having been carried out in the
U.S. Knit apparel articles, except socks and certain T-shirts, must
be cut and assem- bled in 1 or more CBTPA countriesfrom U.S. or
CBTPA fabric madefrom U.S. yarn. Non-underwear T-shirtsmade
from CBTPA fabric made of U.S. yarn are subject to aquota. The
U.S.-made fabric components of brassieres cut and assembled in
one or more CBTPA countries and/or the U.S. must account for at
least 75% of customs value.

Other Textile
Items

Luggage: Must be assembled in an ATPDEA country from fabric wholly
formed & cut in the U.S. that enters the U.S. on same basis as Mexican
production sharing/maguiladora provisions, or assembled from fabric cut in
an ATPDEA country fromfabricwholly formedinthe U.S. fromyarnswholly
formed inthe U.S.

Luggage: Must be assembled in a CBTPA country from fabric
wholly formed and cut in the U.S. from yarnswholly formed in the
U.S. if entering under acertain HTS, or assembled from fabric cut
ina CBTPA country from fabric wholly formed in U.S. from U.S.
yarn.

General
Approach

Yarn forward (critical process criterion): U.S.-made yarn required in most
cases, U.S.-made fabric required in most cases. Must be cut in U.S. in some
cases.

Critical process criterion: (a) Products must be made from
Singapore or U.S. yarn. (b) Assembly must be carried out in
Singapore.
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Summariesof Textileand Appare Rulesof Origin: Selected Trade Agreements and Programs (continued)

Approach Agreement or Program

or Product . .

Category Andean Trade Preference Program Caribbean Basin Trade Preference Program
Exception(s) (@) Short supply situation provisions essentially same as for ATPDEA and |(a) Changein tariff classification required for nearly all individua
torule(s) CBTPA (b) Articles otherwise ineligible because constituent fibers or yarns|product categories. (b) A limited yearly amount of textiles &

are not wholly formed in the U.S. or abeneficiary country can qualify if the|apparel containing non-U.S. or non-Singaporean fiber, yarn, or
total weight of such items does not exceed 7% of total weight. fabric may qualify for duty-free treatment. (c) Short supply
provision for apparel made from fabric or yarn in short supply in
United States.
Yarn No provision related to yarn imports per se. Changein tariff classification required for all products.
Fabric No provision related to fabric imports per se. Changein tariff classification required for all products.
Apparel (8) Must be sewn or otherwise assembled in one or more AGOA countries|Change in tariff classification required for most products, with
from fabric wholly formed and cut, or from components knit-to-shape, in the [qualifications in some instances specific to the individual product.
U.S. from yarns wholly U.S.-formed. If knit-to-shape component is either a
U.S. or AGOA country product (made from U.S. yarn) and fabrics are cut in
the U.S. or an AGOA country, U.S. sewing thread must be used. (b) If
assembled from regional-made fabric (woven or knit-to-shape), that fabric
must be made from yarn made in the U.S. or an AGOA country. Imports
limited by a cap that increases over time. (c) If assembled in a lesser
devel oped AGOA country, thereisno restriction on the source(s) of thefabric
or the yarn used to make the fabric.
Other No provision related to non-apparel items per se. Change in tariff classification required for al products.
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Comparisons

This section briefly compares the rules of origin with respect to textiles and
apparel of the two trade agreements and three preferential trade programsin terms
of (a) the breadth of inclusion of product categoriesthat are afforded coveragein the
trade agreement or preferential program, and (b) inthe case of preferential programs,
the extent towhichthebeneficiary countries’ |abor, capital, and materialsareallowed
or required to add value to the product. The comparisons are based only upon the
summaries inthetableinthepreceding section. Moreover, readersshould beaware
of the fact that the program by program descriptions bel ow use | ess precise language
than the summaries.

With respect to both bases of comparison, one should note that if a trade
agreement has broader coverage than a trade preference program it does not
necessarily indicate that it is a more generous trade promotion vehicle. A trade
agreement is intended to generate reciprocal benefits whereas a trade preference
program essentialy is a unilateral grant of benefits by the United States to the
intended beneficiary country(ies).

General Comments

e Therulesof originin al of the agreements and programs covered
tend to be very specific with respect to textiles and apparel.

e At least in general, al the agreements and preferential programs
examined explicitly or implicitly use the critical process criterion
approach to establishing rules of origin.

e Anoveral rule, usually appearing near the beginning of therelevant
document(s) applies to textiles and apparel to the extent that the
special rulesdo not supercedeit. That rulerequiresthat the value of
materials produced in a beneficiary country plus the direct cost of
processing in a beneficiary country must equal at least 35% of the
total value of the article at itsentry into the United States. But upto
15% of the 35% may consist of the value originating in the United
States.

e Whilerecognizing the caveat inthe second paragraph of thissection,
the trade agreements cover textile and apparel categories more
broadly than the preferential programs.

e All of the agreements and preferential programs make special
allowance for handloomed, handmade, and folklore articles, as
defined by consultation among or between the countries, and permit
eigibility for trade benefits.

e While not specific to textiles and apparel, it should be noted that all
the agreements and preferential programs require that a good be
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imported directly into the United Statesfrom aparty to an agreement
or from a specified beneficiary country to qualify for trade benefits.

Specific Comments

North American Free Trade Agreement. Insofar astextilesand apparel
areconcerned, NAFTA appearsto havevery broad product coverage, with provisions
related to a very wide variety of types of textile and apparel goods — including
textile end-products other than apparel. There are provisions specifically related to
yarn, to fabrics, to apparel, and to non-apparel textile products. The “yarn forward”
rule of origin principle applies quite broadly; and non-NAFTA-origin fiber (to
producetheyarn) isallowed in asuper magjority of instances. However, special rules
of origin regarding fiber origin or substantial transformation apply to several
categoriesof apparel, such asmen’ sdressshirts, nightwear, women’ sunderwear, and
silk and linen apparel in general. And change in tariff classification isrequiredin
nearly all cases at theindividual product level. NAFTA went into effect January 1,
1994.

U.S.-Jordan Free Trade Agreement. TheUS-Jordan FTA appearsto have
broader product coverage than NAFTA. Here, too, there are separate provisions
related to yarn, fabrics, apparel, and non-apparel textile products. But there seem to
be fewer exceptions or specia requirements affecting product-type groups; and the
exceptions tend to include items rather than exclude them. However, considerable
preference had already been accorded to Jordan indirectly through the U.S.-Israel
Free Trade Agreement (USIFTA). This was expanded in scope in late 1996 to
encompass, among other things, qualifying industrial zones between Israel and
Jordan, which produce predominantly apparel, leading to alargeincreasein exports
of apparel from Jordan to the United States. The U.S.-Jordan FTA went into effect
in December 2001.

Proposed U.S.-Singapore Free Trade Agreement. TheU.S.-Singapore
FTA appears to have very broad product coverage, with fewer specifications
pertaining, respectively, to the broad categories of yarn, fabric, apparel, and non-
apparel textile products than is the case with NAFTA or the US-Jordan FTA.
However, itissimilar to NAFTA inthat, although thereisageneral principle of yarn
forward, changein tariff classification is required at the individual product level in
a high percentage of cases. A relatively broad “exception” provides that alimited
yearly amount of textiles & apparel containing non-U.S. or non-Singaporean fiber,
yarn, or fabric may qualify for duty-freetreatment. The agreement must be approved
by the Senate.

Andean Trade Preference Program. The Andean Trade Preference and
Drug Eradication Act (Title XXXI of P.L. 107-210) amended the Andean Trade
Preference Act (Title Il of P.L. 102-182) to include textiles and apparel. The
program focuses almost entirely upon apparel sewn and assembled in beneficiary
Andean countriesor the United States, withimportant limitationsfrom the standpoint
of beneficiary countries. Fabrics or fabric components, including knit-to-shape
components, must be made from yarnswholly formed in abeneficiary country or the
United States, and all printing and dyeing of woven and knit fabrics must be
performed in the United States. Fabricsor fabric components may be made of yarns
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wholly formed in oneor more beneficiary countriesif thefabricsare made chiefly (in
value) from Ilama, alpaca, or vicufiafiber. Another regional fabric provision, allows
apparel articlesto qualify for trade preference if assembled in abeneficiary country
from fabrics formed in a beneficiary country but made from U.S. or beneficiary
country yarn. A provision applying to luggage requires it to be assembled in a
beneficiary country from entirely U.S.-made and U.S. cut fabric, or be assembled
from entirely U.S.-made (including the yarn) fabric, but cut in abeneficiary country.

Caribbean Basin Preference Program. This preference program also
focuses almost entirely upon apparel. But the (implicit) rules of origin are more
“generous’ than the Andean program in the respect that it does not have the option
that the apparel can be sewn and assembled in the United States as well as in
beneficiary countries. For the most part, fabrics must be wholly formed and cut, or
components knit-to-shape, in the U.S. from yarns wholly formed in the U.S. If cut
aswell as sewn (or otherwise assembled) in one or more beneficiary countries from
U.S. fabric made from U.S. yarn, U.S.-made thread must be used. In both the
Andean-cut and U.S.-cut cases, all dyeing, printing, and finishing of the fabrics must
be carried out in the United States. Thisisarequirement imposed by P.L. 107-210.
Product-specificrestrictionsincludethefollowing: Knit apparel articlesexcept socks
and certain T-shirts must be cut and assembled in one or more beneficiary countries
from U.S. or Caribbean fabric made from U.S. yarn. Non-underwear T-shirts made
from Caribbean fabric made of U.S. yarnissubject to aquota. The U.S.-madefabric
components of brassieres cut and assembled in one or more beneficiary countries
and/or the United States must account for at least 75% of customsvalue. A provision
applying exclusively to luggage requires it to be assembled in a beneficiary country
from entiredly U.S.-made and U.S.-cut fabric if entering under a particular
Harmonized Tariff category, or beassembled from entirely U.S.-made (including the
yarn) fabric, but cut in abeneficiary country.

Sub-Saharan Africa Preference Program. This program, provided for
in the African Growth and Opportunity Act as amended, focuses entirely upon
appardl, with (implicit) rules of origin applying to textiles and apparel that appear to
be similar to those of the Andean program. To qualify for trade preference, apparel
articles must be sewn or otherwise assembled in one or more AGOA countriesfrom
entirely U.S. made fabric and/or fabric components. If a knit-to-shape component
iseither aU.S. or AGOA country product (made from U.S. yarn) and fabrics are cut
inthe U.S. or an AGOA country, U.S. sewing thread must be used. In the regional
fabric provision, apparel assembled from regional-made fabric (woven or knit-to-
shape), that fabric must be made from U.S.-made or AGOA-made yarn; but imports
of such-made fabric are limited by a cap that increases over time. A potentially
important rule of origin exception provides that, for apparel assembled in alesser
developed sub-Saharan country, there is no restriction on the source(s) of the fabric
or the yarn used to make that apparel.
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