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Exporters' Use of the Earned Import Allowance
Program for Haiti Is Negligible because They Favor
Other Trade Provisions

What GAO Found

No apparel has been exported to the United States under the Haiti EIAP
because exporters prefer to use other trade preferences. Three EIAP accounts
have been opened, but not all have earned credits and no credits have been
redeemed. According to industry stakeholders, other trade preferences, like
the duty-free rules for woven and knit apparel under HOPE II, offer more
benefits with fewer requirements. Those preferences are considered to be
simpler and allow for fabric inputs from any source up to certain limits known
as Tariff Preference Levels. The share of U.S. apparel imports from Haiti
entering under these HOPE and HOPE II provisions has grown from 3 percent
in 2007 to about 27 percent in 2009. Experts indicated the EIAP was not likely
to be used unless exports under other HOPE II provisions approach their
limits.

Participating firms are generally satisfied with the way OTEXA has
implemented the EIAP; however, firms that are not currently taking part in the
program often perceive the EIAP as too complicated. OTEXA administers the
program through an online system where firms can establish an account,
deposit credits, and receive an import allowance certificate. According to
participating firms, this system is operating satisfactorily and the program in
general is being well managed.

Industry stakeholders suggested several options to improve the EIAP.
However, these options include potential trade-offs, which may benefit firms
that export Haitian apparel, but be disadvantageous for certain U.S. textile
producers. A frequent suggestion by stakeholders was to reduce the ratio of
qualifying to nonqualifying fabric from 3-for-1 to 2-for-1, or 1-for-1. A ratio
reduction to 2-for-1, expected to lower the average input costs, was
incorporated in the HELP Act. Other suggestions included allowing the use of
foreign (non-U.S.) yarn in qualifying knit fabrics, allowing qualifying fabrics to
be finished and dyed outside of the United States, and expanding the EIAP
concept beyond apparel.

Example of EIAP Transaction Process as Amended under the HELP Act
Phase I: Credit earned by importing U.S. fabric to Haiti

Step 1. Firm imports 2 SME of qualifying fabric. Step 2. OTEXA confirms transaction

' i and deposits 1 credit.
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Phase IlI: Credit used to export apparel to the United States

Third country (e.g. China) Haiti

Step 3. Firm imports fabric
from third country.

Step 4. Fabric is assembled
into apparel in Haiti.

Step 5. Credit used to export 1 SME
of this apparel to U.S. duty free.

Source: GAQ analysis of information from OTEXA: Map Resources (maps).
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The devastating earthquake that hit Haiti on January 12, 2010, inflicted
extensive damage on what was already the poorest country in the Western
Hemisphere. While U.S. efforts to aid Haiti have intensified since the
disaster, the United States has historically provided assistance to support
the country’s development. Over the last several years, Congress has
attempted to promote Haiti’s economic development through the use of
trade preferences for Haitian products. In 2006, Congress passed the
Haitian Hemispheric Opportunity through Partnership Encouragement Act
(HOPE), giving preferential access to U.S. imports of Haitian apparel.' In
2008, Congress amended HOPE (now known as HOPE II), expanding trade
preference provisions already in place and creating new ones to further
support the growth of the apparel industry in Haiti.” It was the intent of
Congress that HOPE II would help Haiti attract new investment and create
jobs while simultaneously providing incentives to encourage the use of
inputs manufactured by U.S. companies. The various provisions included
under this act offer different avenues through which qualifying apparel
goods produced in Haiti can be exported to the United States duty-free.
Most recently, Congress passed the Haiti Economic Lift Program (HELP)
Act of 2010 to support Haiti’'s recovery from the devastation by the

"Public Law 109-432, Div. D, Title V.

®Haitian Hemispheric Opportunity through Partnership Encouragement Act of 2008 (HOPE
II), Public Law 110-234, Title XV, Subtitle D, Part L.
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January earthquake.” The HELP Act, which was signed into law on May 24,
2010, further expands certain HOPE II duty-free preferences for Haitian
textile and apparel exports to the U.S. market.

One trade preference provision created under HOPE II was a “3-for-1”
Earned Import Allowance Program (EIAP). The provision was set up
under HOPE II so that for every 3-square-meter equivalents (SME) of
qualifying fabric a firm imports into Haiti,* it is allowed to earn a credit to
export 1 SME of apparel produced in Haiti to the United States, duty-free,
regardless of the source of the fabric.” In this way, the EIAP is designed to
aid Haiti’s apparel industry and encourage the use of U.S.-manufactured
inputs. The EIAP was amended under the HELP Act, which includes a
variety of changes to the provisions in HOPE II, including the reduction of
the EIAP exchange ratio from 3-for-1 to 2-for-1. This report responds to a
mandate in the Food, Conservation, and Energy Act of 2008, which
requires GAO to review the EIAP annually to evaluate the effectiveness of,
and make recommendations for improvements in, the program. The
overall findings in this report relate to the EIAP as it existed during the
process of our review, which included a 3-for-1 exchange ratio. While the
mandate requires us to focus on the implementation of the Haiti EIAP, to
gain additional insights, we expanded our research to include information
for a similar program in the Dominican Republic. In this report we
researched the following questions: (1) To what extent has the Earned
Import Allowance Program for Haiti been utilized? (2) How have U.S.
government agencies implemented the Earned Import Allowance Program
for Haiti? (3) How might the Earned Import Allowance Program be
improved?

To address these questions, we reviewed data provided by the Department
of Commerce’s (Commerce) Office of Textiles and Apparel (OTEXA),
which has responsibility for managing the Haitian EIAP; reviewed related
studies and hearing transcripts produced by the International Trade

®Public Law 111-171 (H.R. 5160, 111th Cong., 2d Sess.)

*Qualifying woven fabric is wholly formed in the United States from yarns wholly formed in
the United States. Qualifying knit fabric, or knit-to-shape components, are wholly formed
or knit to shape in the United States, specified Free Trade Agreement (FTA) partner
countries, or countries designated as beneficiaries of certain trade preference programs,
from yarns wholly formed in the United States.

*For example, a firm that bought 300 SMEs of U.S. woven fabric for apparel production in
Haiti would earn credits that would allow that firm to export 100 SMEs of apparel made
from fabric manufactured in another country, such as China, to the United States duty-free.
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Background

Commission (ITC); conducted interviews with various stakeholders
including U.S. agency officials, Haitian industry representatives and
associations, Dominican industry representatives and associations, U.S.
apparel buyers and associations, and U.S. textile-manufacturing
associations; and conducted a review of literature on issues related to the
textile and apparel industry and investment in Haiti. Through these
sources, we identified the key elements of the program, the extent to
which it was being used, and some of the factors that were influencing that
utilization. We also identified some options from the stakeholders we
spoke with on how the U.S. government might improve the program in
Haiti. GAO did not evaluate the potential impacts or the economic costs
and benefits of the options discussed. We conducted our work from
October 2009 through June 2010 in accordance with generally accepted
government auditing standards. Those standards require that we plan and
perform the audit to obtain sufficient, appropriate evidence to provide a
reasonable basis for our findings and conclusions based on our audit
objectives. We believe that the evidence obtained provides a reasonable
basis for our findings and conclusions based on our audit objectives. Our
scope and methodology are described in greater detail in appendix 1.

Haiti is the poorest country in the Western Hemisphere, with over 75
percent of the population living below the poverty line and estimates of 60
to 70 percent unemployment. These conditions were exacerbated when
the largest earthquake in Haiti’s recorded history devastated parts of the
country, including the capital, on January 12, 2010. The earthquake killed
an estimated 230,000 people, injured over 300,000, and displaced 700,000
out of a population of about 1.7 million in the metropolitan area around
the capital, Port-au-Prince.

Prior to the earthquake, production in the apparel sector had been
increasing, and was seen by the government of Haiti as an engine of
economic growth and job creation. At its peak in the 1980s, Haiti had a
well-established garment assembly industry that employed over 100,000
people. However, global economic forces and a series of violent internal
political struggles in the 1980s and 1990s nearly decimated the industry.
Nevertheless, Haitian apparel exports to the United States increased
steadily over the past 10 years, from $251 million in 2000 to $512 million in
2009. Before the earthquake struck, the industry consisted of 25 firms and
approximately 25,000 employees. There are concerns that damage caused
by the earthquake to an already poor infrastructure, particularly roads and
port facilities, and to apparel production plants will be a major setback for
Haiti’s progress in apparel production. Recent reports by industry
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representatives indicate that apparel production has been restored to an
estimated 80 percent of the pre-earthquake level.

Over the last decade, Congress has taken steps to support apparel
production in Haiti through the creation or extension of certain trade
preferences. In 2000, Congress extended preferences under the Caribbean
Basin Economic Recovery Act to allow for duty-free treatment of apparel
through the Caribbean Basin Trade Partnership Act (CBTPA).® In addition,
in 2006, Congress passed the HOPE Act, giving additional preferential
access to U.S. imports of Haitian apparel. Early imports under HOPE were
valued at $13.6 million in 2007, or just 3 percent of total U.S. apparel
imports from Haiti. In response to this very modest performance, Congress
amended HOPE in 2008 (HOPE II), with the intent to further help the
Haitian apparel industry attract new investment, create jobs, and continue
to provide incentives to encourage the use of U.S.-manufactured inputs.
Furthermore, in May, Congress passed the HELP Act of 2010 to support
Haiti’s recovery following the January earthquake. The HELP Act further
expands certain HOPE II duty-free preferences for Haitian textile and
apparel exports to the U.S. market and extends existing trade preference
programs for Haiti through September 2020.

The EIAP is one of several trade preference provisions created under
HOPE II and amended under HELP. Like the other preferences, the EIAP
was meant to assist the industry by providing incentives for the production
of apparel in Haiti, and encourage the use of U.S.-manufactured inputs for
that apparel production. In addition to the EIAP, HOPE II also includes
five other provisions allowing for the duty-free treatment of certain
qualifying Haitian-produced apparel, including the Value-Added Restraint
Limit, Woven Apparel Restraint Limit, Knit Apparel Restraint Limit,
Certain Types of Apparel, and Apparel Made with “Short Supply” yarns or
fabrics (for a description of these provisions, and changes made by the
HELP Act, see app. III). Under HOPE II these preferences were given a
duration of 10 years and were set to expire in 2018, but, under HELP, have
been extended until September 2020.

The U.S. Department of Commerce was mandated to establish and
administer the newly created EIAP. Within Commerce, OTEXA is
responsible for the administration and management of the program for
Haiti, as well as a similar program in the Dominican Republic. While some

®Public Law 106-200, Title II.
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of the rules differ, the system for administering the two programs is
generally similar.” Under the Haiti program, as originally laid out in HOPE
IL, producers or other entities controlling production could qualify for a
credit to export 1 SME of apparel produced in Haiti to the U.S. free of
duty, if they import 3 SMEs of U.S or other qualifying fabric.® Qualifying
woven fabric is wholly formed in the United States from yarns wholly
formed in the United States. Qualifying knit fabric, or knit-to-shape
components, are wholly formed or knit to shape in the United States,
specified Free Trade Agreement (FTA) partner countries, or countries
designated as beneficiaries of certain trade preference programs, from
yarns wholly formed in the United States. However, as previously noted,
the EIAP exchange ratio was reduced from 3-for-1 to 2-for-1 under the
HELP Act. The EIAP is administered through an online account
mechanism in which firms can open an account, submit requests for
credits on qualifying purchases, deposit the credits for electronic storage,
and ultimately redeem those credits in the form of a certificate qualifying
the shipment for duty-free treatment. Figure 1 illustrates an example of an
EIAP transaction as amended under HELP (for a full description of all the
phases in the EAIP online system see app. II).

"The Dominican EIAP has a 2-for-1 ratio, rather than 3-for-1. Additionally, the Dominican
program is for apparel made of cotton woven bottom weight fabrics, while the Haitian
EIAP allows any type of woven or knit apparel.

SEntities eligible to use the program are referred to as Qualifying Apparel Producers, and
such an entity is defined as an individual, corporation, partnership, association, or other
entity or group that exercises direct, daily operational control over the apparel production
process in Haiti, or an individual, corporation, partnership, association, or other entity that
is not a producer and that controls the apparel production process in Haiti through a
contractual relationship or other indirect means.
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Figure 1: Example of EIAP Transaction Process as Amended under the HELP Act

Phase I: Credit earned by importing U.S. fabric to Haiti

Step 1. Firm opens account and imports 2 SMEs of qualifying fabric. Step 2. OTEXA confirms transaction and deposits
1 credit. This credit can be banked and
used at the firm’s discretion.

Third
country
e.g. China

Step 3. Firm imports non-U.S. Step 4. Non-U.S fabric is Step 5. Firm uses credit to export 1 SME of this apparel
fabric from third completely assembled to U.S., not normally given duty free treatment
country, e.g., China. into apparel in Haiti. because is made with non-U.S. fabric.

Source: GAO analysis of information from OTEXA; Map Resources (maps).

Note: The HELP Act changed the EIAP ratio from 3-for-1 to 2-for-1. However, the EIAP transaction
process remains the same as it was during our review of the program.
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Low Participation of
Exporters in the EIAP
Is Reportedly Due to
the Availability of
Other, More Flexible
Trade Preferences

There Have Been No
Exports of Apparel under
the Haiti EIAP Program

To date, the Haiti EIAP has experienced very little activity, and there have
been no exports of apparel under the program. Only three accounts have
been opened with OTEXA, the office that manages the program. However,
not all accounts are being used to earn credits. So far, 3.3 million SMESs of
qualifying fabric have been imported into Haiti under the program,
resulting in 1.1 million credits for duty-free exports of apparel approved
and deposited. None of the credits have been used to export apparel to the
United States; instead the credits are being banked.

Account holders have not needed to use the credits because they have
opted to export their products under other provisions of HOPE II.
Companies are using the duty-free rules for woven and knit apparel to
export their garments, since these provisions allow the import of Haitian
apparel made with third-country fabric, without the need to earn or use
credits. As long as these provisions are available, there is no reason to use
the credits earned under the EIAP. One company decided to register for
the EIAP and collect credits because it was already importing U.S. fabric
for apparel production in Haiti, which qualified it to earn credits. Neither
this company nor others that hold EIAP accounts imported additional
fabric from the United States specifically in order to be eligible to
accumulate credits under the EIAP. Furthermore, none of the companies
enrolled in the program—account holders—have earned any credits since
2009. Account holders indicated they would hold on to the credits until it
became necessary to use them. To date they have been able to export
apparel duty-free to the United States under the other HOPE II provisions
discussed above and have not needed to use credits earned under the
EIAP.
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Apparel Imports under the
Other Provisions of HOPE
IT and Caribbean Basin
Trade Partnership Act
Have Grown

Apparel producers we interviewed agreed that the availability of other,
more flexible trade preference provisions as originally laid out under
HOPE II and CBTPA have made participation in the EIAP less compelling
for most firms. While there have been no exports under the EIAP since it
was implemented in 2008, the use of other trade preferences available for
duty-free import of apparel produced in Haiti has grown significantly. In
particular, producers noted that they prefer to use the duty-free rules for
woven and knit apparel under HOPE II and other provisions under the
CBTPA. These HOPE II provisions are considered to be simpler than the
EIAP and, more important, allow for fabric inputs from any source. In
addition, some T-shirt producers prefer CBTPA provisions because the
rules for those provisions are clear and allow for the use of regional
fabrics made from U.S. yarns.

While there have been no exports under the EIAP, the use of other HOPE
and HOPE II provisions has grown steadily. In 2009, Haiti exported $512
million in apparel to the United States, accounting for about 90 percent of
all production in Haiti. As shown in figure 2, the share of U.S. apparel
imports from Haiti entering first under HOPE and continuing under HOPE
II, measured by value, has grown from 3 percent in 2007 to about 27
percent in 2009. The share of U.S. apparel imports from Haiti entering
under HOPE and HOPE II provisions, measured by quantity, has grown
from 1.6 percent in 2007 to 16.5 percent in 2009.
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Figure 2: Share of U.S. Apparel Imports from Haiti Entering under HOPE and
HOPE I

Percent
30

25

20

15

10

2007 2008 2009

Apparel imports by value
— — Apparel imports by quantity
Source: OTEXA trade data.

Notes: Figures 2 and 3 include data of U.S. apparel imported from Haiti under the initial HOPE
program, which was amended in 2008 and is now referred to as HOPE II.

The EIAP has had no imports; therefore these statistics represent imports under the other HOPE Il
provisions.

Most HOPE and HOPE II exports have entered under the Value-Added
Restraint limit rule, but the share of imports under this rule is declining
(see table 1). Haitian apparel exports under HOPE then under HOPE II
increased from $13.6 million in 2007 to almost $138 million in 2009. Over
half of these exports entered under the value-added rule. Under HOPE II,
in order to receive duty-free treatment under this rule, 55 percent of the
value of the exported product must be made from inputs and processes
from Haiti, the United States, or a country in a free trade agreement or
unilateral trade preferences arrangement with the United States.’ Despite

The HELP Act of 2010 includes changes to the value-added rule provision that would set
the value-added threshold to at least 50 percent for the period from 2010 to 2015, increase
to at least 55 percent for the period from 2016 to 2017, and further increase it to at least 60
percent in 2018.
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the amount of exports under the rule, it is considered to have some
limitations. For instance, at the time of our review, the value-added
content requirement was expected to rise from 55 percent to 60 percent in
2010, making it more difficult for Haitian producers to meet the value-
added requirement. Overall, the requirement to meet the value-added
thresholds can be limiting because yarn and fabric typically make up a
larger portion of the value than this threshold. In effect, this means
producers have a limited ability to use cheaper third-country fabric. Over
the last 3 years, the percentage of apparel under HOPE and HOPE II
exported under the value-added rule has decreased from 89 percent in
2007 to 49 percent in 2009. This decrease has occurred in part because
exporters have increasingly chosen to export apparel under HOPE II's
woven duty-free provisions, which do not have any value-added
requirements, such as a restriction on the amount of inputs that must be
sourced from specified countries.

The woven apparel duty-free provision of HOPE II also accounts for a
significant portion of apparel exports from Haiti (see table 1). In 2009,
close to half of the apparel exports under HOPE II entered the United
States under the woven apparel provision, which allows the use of third-
country fabric, without having to include any U.S. or regionally produced
inputs. Under HOPE II the woven provision was limited by a cap known as
a Tariff Preference Level (TPL) that was set at 70 million SMEs a year at
the time of our review." In 2009 the woven TPL was filled to 23 percent of
the available 70 million SME cap. Exporters often favor this provision
since it is easy to use for small and large producers." Furthermore,
exports of articles that started under the HOPE woven TPL then continued
under the HOPE II amended woven TPL grew from $1.4 million in 2007 to
almost $64 million in 2009. HOPE II includes a similar knit provision,
which also has a TPL of 70 million SMEs."” However, this provision has
experienced less activity, in part because it excludes T-shirts, which

“The HELP Act of 2010 increases the woven TPL to 200 million, with certain exceptions.

"OTEXA data reported for the woven TPL fill rate in 2009 includes the period from
September 2008 to December 2009. September 2008 was the month the TPL was expanded
to 70 million SMEs per year.

2The HELP Act of 2010 increases the knit TPL to 200 million SMEs, with certain
exceptions.
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continue to be covered under CBTPA." (For a description of all apparel
provisions under HOPE II see app. III.)

|
Table 1: U.S. Imports of Apparel from Haiti under HOPE and HOPE II

(Dollars in millions)

Provision 2007 (HOPE) 2008 (HOPEIl) 2009 (HOPE II)
Value-Added Restraint Limit 12.2(89%) 47.8 (64%) 67.3 (49%)
Woven TPL 1.5 (11%) 27 (36%) 63.9 (46%)
Knit TPL N/A 0.14 (.2%) 6.6 (5%)
EIAP N/A 0 0
Other N/A 0 0.006 (0.004%)
Total US HOPE and HOPE I 13.7 74.9 137.8
imports

Source: OTEXA trade data.

Notes: Table includes data of imports under the initial HOPE program, which was amended in 2008
and is now referred to as HOPE Il. The Knit TPL, EIAP, Certain Article and Short Supplies provisions
passed in 2008 under HOPE I, and were therefore not available in 2007.

Some percentage totals do not add to 100 percent because of rounding. N/A stands for not
applicable.

“Includes duty-free treatment of “certain articles” and articles made with materials in “short supply”
from U.S. or other trade partners.

While exports under HOPE II have grown significantly since its inception
in 2008, CBTPA continues to be the most common trade preference used
to export Haitian apparel to the United States. In 2009, almost three-
quarters of all Haitian apparel exported to the United States entered under
CBTPA. Since CBTPA supports the production of knits, which, according
to a recent report from the Congressional Research Service, represented
80 percent of all Haitian apparel exports to the United States in 2009, it
plays an important role in sustaining the Haitian apparel industry. In
addition, CBTPA continues to be heavily utilized, in part because certain
men’s and boys’ T-shirts are specifically excluded from the knit TPL under
HOPE II. CBTPA allows T-shirts to be assembled in Haiti with fabric
produced in the Dominican Republic, or other parts of the region, made
with U.S. yarns. T-shirts and sweatshirts are the most common garments
produced in Haiti and exported to the United States. Since the
implementation of Dominican Republic-Central America-United States
Free Trade Agreement (DR-CAFTA), Haiti has become the major

5The HELP Act of 2010 extends the CBTPA through September, 2020
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beneficiary of preferences for apparel under the CBTPA." Haiti’s share of
imports under the CBTPA provision for duty-free treatment of knit apparel
has grown from 5.4 percent in 2005 to 100 percent in 2009. Haiti’s share of
imports under the CBTPA provision for duty-free treatment of T-shirts has
grown from 3.1 percent in 2005 to 100 percent in 2009 (see fig. 3). The caps
on these preferences are 970 million SME for knit apparel, of which 14.8
percent was filled in 2009, and 12 million dozen T-shirts, of which of 63.5
percent was filled in 2009.

____________________________________________________________________________________|]
Figure 3: Haitian Share of U.S. Knit Apparel and T-Shirt Imports Entering under
CBPTA

Percent
100

80

60

40

20

2005 2006 2007 2008 2009
Year

— — Kbnit apparel by quantity
T-shirts by quantity

Source: OTEXA trade data.

4 As members of DR-CAFTA, the Dominican Republic and the Central American countries
that are part of the agreement no longer qualify for CBTPA preferences. With the removal
of these countries, Haiti has become the principal beneficiary of CBTPA.
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Producers May Not Have
Much Incentive to Use the
EIAP unless the Caps Are
Reached on Other
Available Trade
Preferences

Apparel producers and other experts indicated that participation in the
EIAP would probably not increase significantly unless the HOPE II woven
and knit apparel TPLs (now covered under HELP) and the CBTPA caps
begin to approach their limit. The EIAP was described as a “tool of last
resort” and a “safety valve” in case production was to unexpectedly
increase significantly and the caps were reached on other available trade
preferences. Apparel producers and buyers we spoke with said that
instead of the EIAP, they expected other, more flexible trade preferences
under HOPE II and CBTPA would continue to be used to export apparel
from Haiti. Several exporters cited the woven and knits provisions under
HOPE II as a main reason for locating production in Haiti. Exporters
considered the HOPE II provisions simpler and more advantageous
because firms can import most types of apparel duty-free, regardless of the
source of the fabric, without being required to purchase any kind of
qualifying inputs or to register for a program. These advantages remain
under HELP. A producer that holds EIAP credits told us that currently
there is sufficient room under the woven TPL; thus he did not need to use
the credits earned up to this point, and did not have plans to use them in
the near future.

In looking at the Dominican Republic EIAP, which is similar to the Haiti
EIAP, we found that it has experienced more activity relative to the Haiti
EIAP, in part because DR-CAFTA does not have the more liberal benefits
provided by HOPE II."* While the system OTEXA uses to administer the
two programs is essentially the same, some of the rules for the Dominican
Republic EIAP are different. Among the main differences are that the
Dominican EIAP has a 2-for-1 ratio for qualifying inputs, rather than 3-for-1
(as the Haiti EIAP was set at the time of our review), and it is more limited
in the type of apparel that qualifies for the program, with its primary
usefulness being for pants made of woven material. Both programs were
established about the same time; however, nine companies signed up for
the Dominican program and they earned almost 9 million credits as of
March 2010. Producers familiar with both programs said that the
Dominican program, even though it included fewer qualifying products, is
more relevant because the rules of origin under DR-CAFTA are more
restrictive. They explained that there are few avenues to use third-country
fabric in apparel produced in the Dominican Republic that qualify for duty-
free entrance into the United States. Others said that the more favorable

DR-CAFTA is now the primary trade arrangement available for Dominican producers to
export apparel duty-free to the United States.
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Current Participants
Are Satisfied with
OTEXA’s
Implementation of the
EIAP, but Unenrolled
Stakeholders
Reported Having
Limited
Understanding of the
Program

ratio has also contributed to the greater level of use of the Dominican
program.

Program Participants in
Both Haiti and the
Dominican Republic
Generally Agreed That the
Program Is Well Managed

Program participants told us they were generally satisfied with the way
OTEXA had implemented the EIAPs, and agreed that the programs are
being well managed. HOPE II required Commerce to establish and
administer the newly created EIAP. Within Commerce, OTEXA was made
responsible for the implementation and day-to-day management of
program rules and requirements. As discussed above, OTEXA also
implements and manages the EIAP for the Dominican Republic, and while
some of the rules differ, the system through which the two programs
operate and are managed is essentially the same. We spoke with account
holders in both programs to hear their opinions on how the programs were
being run. We heard about a few minor administrative and logistical
challenges, such as OTEXA’s e-mail system being unable initially to accept
large electronic files of required documentation. However, since those
initial issues were resolved, OTEXA has regularly approved credits in a
timely manner for both programs. Generally, account holders indicated
those difficulties they had encountered using the program had been
quickly addressed and satisfactorily resolved.

As directed by Congress, OTEXA designed an electronic management
system for the EIAP and has dedicated a portion of its Web site to an
online system that can be used to establish an account, claim and track
credits earned, and print the paper certificates that serve as
documentation for the duty-free import allowance. Program participants
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told us that the online system is working adequately, and those using the
system said they felt comfortable with how it was set up. A Web-based
seminar, or webinar, explaining some of the basics of the Haiti EIAP and
demonstrating parts of the online account system, is available on OTEXA’s
Web site, and account holders indicated that this information was helpful
to understand how to use the system. However, some said figuring out the
details of the system and the administration of the program was
cumbersome in the beginning. Officials from OTEXA told us that they
expected to update the Web site with an extensive section on frequently
asked questions, including information for all of the preferences under
HOPE II, but had not done so as of April 28, 2010.

Some Industry
Stakeholders Reported
Having Limited
Understanding of the EIAP

While account holders we interviewed were generally satisfied with
OTEXA'’s implementation of the EIAP, unenrolled producers and
importers said they consider the program to be complex. For instance,
representatives of apparel producers not enrolled in the program in Haiti
and importers in the United States said that many in the industry continue
to perceive the EIAP as overly complicated. One producer told us that an
entrepreneur just starting out in the Haitian apparel industry would find it
challenging to fully understand all the provisions under HOPE II and
CBTPA. Since small producers may have limited staff and resources
dedicated to figure out these trade provisions, they may not even attempt
to use a program like the EIAP that is perceived as more complicated than
the other HOPE II provisions. Although larger firms, such as U.S. retailers,
have the resources to understand a program like the EIAP, they also have
had to deal with a multitude of preference programs spanning many years
and regions. One representative of U.S. importers explained that these
retailers might be experiencing a kind of “program fatigue,” where niche
programs come to be considered too burdensome to invest in given their
relative size. For instance, we heard from an industry representative that
even when information is being presented on available apparel trade
preferences at industry gatherings, by the time the companies hear about
the EIAP, they have so much information to process in regard to the other
provisions that limited attention is paid to the program. It is possible that
lack of understanding and misperceptions may be leading some firms to
undervalue the benefits of the EIAP.

Officials stated that, as part of OTEXA’s efforts to implement and
administer the Haiti EIAP, one of their goals is to make the program as
accessible and user-friendly for qualifying entities as possible. OTEXA’s
more general responsibility to improve the domestic and international
competitiveness of the U.S. textiles industry is in line with goals of the
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Options Suggested by
Stakeholders Might
Improve EIAP but
Involve Certain
Trade-offs

program and its intent to make the program accessible to industry
participants. Since the inception of the EIAP, OTEXA has taken steps to
reach out and promote the use of the program to various members of the
apparel industry. In September 2008, shortly after HOPE II was passed,
OTEXA officials conducted and recorded the webinar mentioned above to
inform interested stakeholders about how their office intended to
implement and administer the program. During this 45-minute
presentation, OTEXA officials outlined the steps firms would need to take
in order to establish an account, deposit credits, and have certificates
issued through the online system. According to officials, in addition to the
35 members of the industry who participated in the live event, the
recorded presentation has received over 420 hits on OTEXA’s Web site.
OTEXA officials told us they are available to conduct further presentations
on the program but have received no request to do so. Officials also told us
that they regularly interact with members of the industry, U.S. importers
and producers, and sometimes Haitian producers as well. During these
interactions, which occur primarily by phone, or occasionally at general
trade promotion events, they make themselves available to answer
questions about HOPE II generally or the EIAP specifically. OTEXA
officials attributed the lack of interest in the EIAP to the fact that
exporters prefer to use other preferences; they told us that the program
might benefit from additional outreach, such as in-person presentations
tailored specifically for the EIAP.

During the course of our review, various stakeholders suggested options
as to how the EIAP might be improved; however, these options involve
potential trade-offs of benefits. These stakeholders included Haitian
producers, U.S. importers of Haitian apparel, and representatives from
trade and industry associations in Haiti, the United States, and the
Dominican Republic. The range of options suggested for improving the
EIAP may be limited by the very low number of firms that have direct
experience using the EIAP in Haiti, though some stakeholders were able to
suggest possible improvements based on their general knowledge of the
industry and experience using the other available trade preferences.
Suggestions provided by users of the Dominican program might be limited
by certain differences between the two programs and the environment or
context in which the programs operate. Additionally, given the differing
interests of some of the stakeholders, “improvements” to the program can
be subjective. For example, a Haitian producer or U.S. retailer might
consider any actions to further liberalize the apparel trade to be
improvements, while U.S. suppliers of fabric might not. The options are
described qualitatively and are not intended to be exhaustive or weighted.
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We are not ranking or otherwise making recommendations on the value of
each option, but are reporting on these suggestions to inform Congress of
the perspective of certain key stakeholders on ways to make the program
more attractive for Haitian apparel exporters.

A basic policy trade-off with regard to trade preferences is the extent to
which preference programs benefit businesses in beneficiary countries
compared with those in the United States." Although the options
suggested by the stakeholders might improve the participation rate in the
program, these changes involve trade-offs among groups affected by the
program. For example, among other objectives, the current legislation is
aimed at encouraging the use of U.S.-manufactured inputs, and some of
these changes might work counter to that goal. As a result, U.S. textile
manufacturers might be likely to oppose some of the suggested changes
that would result in significant increases in the use of foreign inputs. This
type of trade-off should be carefully considered in the stakeholders’
options presented below. Finally, with revision of several preferences
under the recent HELP Act, some of the factors considered by those
making suggestions may have changed.

Reduce the Exchange
Ratio

The primary suggestion we heard from producers was to reduce the Haiti
EIAP 3-for-1 ratio of qualifying to nonqualifying fabric to 2-for-1, or 1-for-
1."" A ratio reduction to 2-for-1, expected to lower the average input costs,
was incorporated in the recently passed HELP Act. Because U.S. fabric
and yarns are usually more expensive, the more the ratio is reduced, the
lower the average cost of inputs, and the more beneficial the program is to
program participants. This reduction would make the program more
attractive and more flexible to producers. At the time of our review, some
argued that a reduced ratio would serve to bolster investor confidence and
reassure buyers that viable programs existed for duty-free access to U.S.
markets even if the knit and woven TPLs were reached. We also heard that
the 3-for-1 ratio made participation feasible only for firms with the
economies of scale to allow for the production of large volumes of

For further discussion of trade-offs involved in preference programs, see GAO,
International Trade: U.S. Trade Preference Programs Provide Important Benefits, but a
More Integrated Approach Would Better Ensure Programs Meet Shared Goals,
GAO-08-443 (Washington, D.C.: Mar. 7, 2008).

""The HELP Act changes the exchange ratio of the EIAP from 3-for-1 to 2-for-1.
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apparel. Lowering the ratio might allow smaller firms to more easily take
advantage of the program.

Apparel producers are very cognizant of the fact that the EIAP might
become a much more attractive option if the TPL quotas are reached.
However, they told us that as long as these other preferences are available,
it would be unlikely that they would use the EIAP even if the ratio was
reduced. One of the assumptions implicit in the design of the EIAP is that,
generally speaking, most producers currently prefer to use non-U.S.
fabrics and yarns; otherwise there would be no need for an incentive to
use U.S. inputs. The reasons for this can vary, but industry stakeholders
reported that it is primarily because certain non-U.S. inputs are usually
less expensive than U.S. inputs. The value of the EIAP lies in the ability it
allows to use lower-cost non-U.S. inputs while still receiving the duty-free
treatment, which is normally accorded only to apparel made from U.S.
inputs. The exchange ratio determines the extent to which the average
cost of the inputs can be lowered. For example, if U.S. fabric was $2/SME
and Chinese fabric was $1/SME, then a 3-to-1 ratio would result in an
average cost of $1.75/SME, while a 1-for-1 ratio would result in an average
cost of $1.5/SME. In a situation in which no preferences were granted at all
and only the more expensive U.S. fabric received duty-free treatment, the
EIAP would offer a significant advantage in comparison. However, in this
example, the knit and woven TPLs would allow the use of Chinese fabric
without the requirement to purchase any U.S. fabric, resulting in an
average cost of $1/SME. Therefore, it seems that a firm would have little
incentive to use the EIAP before the TPLs were exhausted, no matter how
much the ratio was reduced.

Modify the Qualification
Requirements for Knit
Fabric

This option would allow knit fabric made in qualifying countries from non-
U.S. yarn to count as qualifying fabric for the EIAP. Current legislation
says that knit fabrics can qualify for the EIAP if they are wholly formed,
not only in the United States, but also in certain FTA partner countries, or
countries designated as beneficiary countries under certain trade
preference programs. However, like woven fabric, that knit fabric must
also be formed entirely of U.S. yarn in order to qualify for the EIAP. One
Haitian producer suggested that the EIAP requirements for knit fabric be
modified to allow for the use of non-U.S. yarn. This would allow producers
and buyers to select fabric transformed in other qualifying countries such
as Honduras and Nicaragua using cheaper yarn from countries such as
Pakistan. It was suggested that this added flexibility would benefit the
regional production of fabric while creating even more incentive to
participate in the EIAP. This option would require legislative action by
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Congress. The trade-off with this proposal is that it appears to be at odds
with the current goal of the program to encourage the use of U.S.-
manufactured inputs and might lead to the reduction in the use of U.S.
yarns.

Allow Finishing and
Dyeing to Be Done outside
of the United States

This option would allow woven fabric produced in the United States, but
finished and dyed elsewhere in the region, to qualify for the earned import
allowance credits. In order for woven fabric to qualify for the EIAP, it
must be “wholly formed” in the United States. The same requirement is
true for woven fabric to qualify under the EIAP in the Dominican Republic.
The term “wholly formed” is not expressly defined in the relevant
legislation, and recently the current interpretation of that definition under
the Dominican EIAP has come into question. At issue is whether or not the
term “wholly formed” requires processes, commonly referred to as
finishing and dyeing, to be done in the United States. In a letter to the
Secretary of Commerce, dated May 4, 2009, the chairman and ranking
member of House Ways and Means committee noted that the legislation
which created the Dominican EIAP does not expressly include such
requirements. They also noted that similar trade preference programs,
such as CBPTA, the African Growth and Opportunity Act (AGOA), and the
Andean Trade Promotion and Drug Eradication Act (ATPDEA) use the
identical term “wholly formed,” but finishing and dyeing are not
encompassed within the definition. Rather, they pointed out “where the
preference legislation requires dyeing, printing, or finishing in the United
States, it expressly lists those processes as a distinct condition for
receiving duty-free treatment. By contrast, the EIA legislation contains no
such express condition that dyeing, printing, or finishing occur in the
United States.”

OTEXA currently interprets “wholly formed” to require that all production
processes and finishing operations, starting with weaving and ending with
a fabric ready for cutting or assembly without further processing, take
place in the United States. OTEXA believes this interpretation to be
consistent with similar definitions and interpretations of the term “wholly
formed.” This includes processes that are commonly referred to as
finishing and dyeing, which are at the center of dispute in the Dominican
program. Representatives of some U.S. textile firms and trade associations
support OTEXA'’s current interpretation. However, in addition to the
House Ways and Means committee, there are other stakeholders in the
Dominican Republic and the United States who believe that the legislative
requirement that qualifying woven fabric be wholly formed in the United
States did not intend to include the finishing and dyeing processes. On
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April 3, 2009, OTEXA put out a request in the Federal Register for public
comment on this issue, but as of May 3, 2010, a response to those
comments has not yet been made.

Within the context of this dispute, we heard suggestions that the EIAP for
Haiti could be improved if it could be made clear that woven fabric
produced in the United States, but finished and dyed elsewhere in the
region, would still qualify for the earned import allowance credits.
Although Haiti does not currently have the capability to perform these
processes, producers there may still find this change beneficial. This
change could possibly reduce the cost of the fabric for producers in Haiti,
as there would be a wider range of available sources. Additionally, this
change would support the prospect of Haiti eventually developing its own
facilities to perform these processes, further increasing opportunities for
investment. While OTEXA has not as yet announced its determination on
how it will interpret the term “wholly formed” for the purposes of the
Dominican EIAP, once that decision is announced, OTEXA will apply that
same interpretation for the purposes of the Haiti EIAP. The trade-off
involved here is that certain U.S. firms in the textile industry might be
harmed if these finishing services were obtained from foreign companies.

Expand the EIAP Concept  Although this might require the creation of a program separate from the

to Other Industries EIAP, we did hear a suggestion to extend EIAP-like benefits to other
industries in which products are assembled, such as footwear or auto
parts. Currently the EIAP only covers apparel goods produced in Haiti. In
the opinion of one facility manager we spoke with, some of the free trade
zones created in Haiti are large enough to accommodate other industrial
facilities. By creating incentives for other industries to set up businesses in
these free trade zones, there would be indirect benefits to the apparel
industry as well as direct benefits to the Haitians employed to work at
these jobs. Moreover, it is not entirely clear how a mechanism like the
EIAP could be applied to other industries, as there are a number of factors
that would have to be considered, such as the need to provide incentives
to use U.S.-manufactured inputs in those products, as well as the
availability of such U.S. inputs.

We requested comments on a draft of this report from OTEXA at the
Agency Commer}ts Department of Commerce, CBP, USTR, and the Department of State.
and Our Evaluation OTEXA and CBP generally concurred with the draft report and provided

technical comments, which were incorporated in the final report as

appropriate. An official response from the Department of Commerce is
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provided in app. IV. USTR and the Department of State did not provide any
comments on the draft report.

We are sending copies of this report to interested congressional
committees, the Secretary of Commerce, the Secretary of State, the
Secretary of Homeland Security, and the U.S. Trade Representative. This
report will also be available at no charge on GAO’s Web site at
http://www.gao.gov.

If you or your staffs have any questions about this report, please contact
me at (202) 512-4347 or yagerl@gao.gov. Contact points for our Offices of
Congressional Relations and Public Affairs may be found on the last page
of this report. GAO staff who made major contributions to this report are
listed in Appendix IV.

Loren Yager
Director, International Affairs and Trade
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Appendix I: Objectives, Scope, and
Methodology

This report responds to a mandate in the Food, Conservation, and Energy
Act of 2008, which requires GAO to review the Haiti Earned Import
Allowance Program (EIAP) annually to evaluate the effectiveness of, and
make recommendations for improvements in, the program. To respond to
the mandate, we addressed the following questions: (1) To what extent has
the Earned Import Allowance Program for Haiti been utilized? (2) How
have U.S. government agencies implemented the Earned Import
Allowance Program for Haiti? (3) How might the Earned Import
Allowance Program be improved?

To address these questions, we conducted interviews with trade experts,
apparel producers, trade associations, government officials, and other
stakeholders in Haiti, the Dominican Republic, and the United States. We
also conducted a review of relevant literature and official reports and
documents. In addition, our research included a limited review of a similar
Earned Import Allowance Program in the Dominican Republic.

Part of the literature we reviewed included studies conducted by the
Congressional Research Service, the United Nations, and the International
Trade Commission (ITC); the transcript of a related ITC hearing; and
information gathered from a review of other relevant sources. In addition,
we reviewed and analyzed documents from a variety of sources, including
the law and regulations for the EIAP and other trade preferences for Haiti,
Federal Register notices, and congressional guidance setting forth
requirements for the program. We also examined information from the
Department of Commerce’s (Commerce) Office of Textiles and Apparel
(OTEXA), which has responsibility for managing the Haitian and
Dominican EIAPs, including its guidance and implementation for the
program, a webinar on how the Haiti EIAP works, and interim rules of
operation for the program. We collected data and examined data from
OTEXA’s Web site on Haitian apparel imports into the United States in
recent years, which we determined to be sufficiently reliable for the
purposes of this report.

We conducted interviews with relevant stakeholders in person and over
the phone. We met several times with OTEXA and Customs and Border
Protection (CBP), as the U.S. agencies responsible for the implementation
of the program. We interviewed a representative of the Haitian
government’s HOPE Implementation Commission and a representative of
the major business association to which most Haitian apparel exporters
belong. We also interviewed representatives of business associations for
major U.S. apparel retailers and U.S. textile producers. We also met with
three major apparel brand companies that source from Haiti and the
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Appendix I: Objectives, Scope, and
Methodology

Dominican Republic, three large producers of apparel in Haiti that
combined employ about half of all people in the industry, and three large
apparel producers in the Dominican Republic. Among them were included
the companies that have signed up for the Haiti EIAP and several of the
nine that have signed up for the Dominican EIAP. Through these sources,
we identified the key elements of the program, the extent to which it was
being used, and some of the factors that were influencing that utilization.
We also identified some options from the stakeholders we spoke with on
how the U.S. government might improve the program in Haiti. GAO did not
evaluate the potential impacts or the economic costs and benefits of the
options discussed. In order to protect business-sensitive information,
these companies provided, per concerns raised by OTEXA officials, in our
report we generally do not identify the precise number of companies that
commented on a given issue.

We conducted fieldwork in Haiti and the Dominican Republic in January
2010. Because the January 12, 2010, earthquake limited our ability to travel
to Haiti, we visited only one apparel production facility in the northern
part of the country, which was not directly affected by the disaster. We
were not able to visit Port-au-Prince, where the apparel industry is
concentrated. We had scheduled several site visits to apparel factories and
interviews with most export apparel producers in the country the week
the earthquake happened. Several of the meetings were canceled and
others were conducted over the phone in February and March 2010.

We conducted our work from October 2009 through June 2010 in
accordance with generally accepted government auditing standards. Those
standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions
based on our audit objectives.
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Appendix II: Earned Import Allowance

Online System

Establishing an account: A qualifying apparel producer may request that
OTEXA open an account in which records of purchases of qualifying
woven fabric or qualifying knit fabric may be deposited toward a balance
from which to draw import allowance certificates. Such request can be
made online, via the Haitian Hemispheric Opportunity through Partnership
Encouragement Act of 2008 (HOPE II) online system, located on the
OTEXA Web site. In making a request to open an account, the qualifying
apparel producer must provide the full name and address of the qualifying
apparel producer; all designated contacts and contact information; any
designees authorized to have access to the account; and a statement
affirming the accuracy and authenticity of the information submitted to
OTEXA. Once the application has been received by the HOPE II online
system and reviewed and approved by OTEXA, the qualifying apparel
producer will be assigned a unique user identification number and a
password to enable future access to its online account. The qualifying
apparel producer may request to update contact and designee information
in its account at any time through the HOPE II online system.

Depositing credits earned for qualifying fabrics: A qualifying apparel
producer with an existing account may submit a request to deposit credits
earned for purchases of qualifying woven fabric or qualifying knit fabric.
The request must contain the name of the qualifying apparel producer; a
complete description of the qualifying woven fabric or qualifying knit
fabric; the quantity, in square-meter equivalents (SME), of the qualifying
woven fabric or qualifying knit fabric; a statement that the qualifying
woven fabric or qualifying knit fabric is intended for the production of
apparel in Haiti; other miscellaneous supporting documentation; and an
affirmation from the qualifying apparel producer as to the accuracy and
authenticity of the information provided. The request must be submitted
via the HOPE II online system. All supporting documentation must be
submitted either electronically via the HOPE II online system or via fax.
OTEXA will review the request and supporting documentation and make a
determination whether to approve or deny the request to deposit credits.
Should there be insufficient information with which to make a
determination, OTEXA may request additional information from the
qualifying apparel producer, the manufacturer of the fabric or components
at issue, or any other entity identified in supporting documentation.

Requesting an earned import allowance certificate: A qualifying
apparel producer may request the issuance of a certificate via the HOPE II
online system. The qualifying apparel producer must log on to the HOPE II
online system to access its account, and submit a request to redeem
credits and be issued a certificate. As long as there are sufficient credits
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available, a certificate will be automatically generated by the HOPE II
online system, and the credits will be automatically withdrawn from the
qualifying apparel producer’s account. If there are insufficient credits in
the qualifying apparel producer’s account, the request for a certificate will
automatically be denied by the HOPE II online system. The certificate is
submitted to Customs and Border Protection along with other export
documentation, to indicate that duties should not be placed on the apparel
being exported.
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Appendix

: HOPE II: Trade Preferences

Provisions for Apparel

The provisions in this appendix are described as they were authorized
under HOPE II. In addition, we provide a brief description of related
changes made under the Haiti Economic Lift Program (HELP) Act of 2010.
The HELP Act extended all of the below provisions until September 2020.

Earned Import Allowance Program: Apparel articles may qualify for
duty-free treatment as long as the items are wholly assembled or knit to
shape in Haiti and they are imported directly from Haiti or the Dominican
Republic. There are no restrictions on the source of the inputs used to
make these items as long as those items are accompanied by an earned
import allowance certificate that reflects the amount of credits equal to
the total square-meter equivalents (SME) of such apparel articles. A firm
may earn 1 credit for every 3 SMEs of qualifying fabric that a firm imports
into Haiti. Qualifying woven fabric must be wholly formed in the United
States from yarns wholly formed in the United States. Qualifying knit
fabric and knit-to-shape components must be wholly formed or knit to
shape in the United States or any country or combination thereof that is a
party to a U.S. free trade agreement or a beneficiary country under a
unilateral preference arrangement, from yarns wholly formed in the
United States. The exchange of qualifying imports for credits is
administered through an online account mechanism where firms can open
an account, submit requests for credits on qualifying purchases, deposit
the credits for electronic storage, and ultimately redeem those credits in
the form of a certificate qualifying the shipment for duty-free treatment.
The HELP Act liberalizes the EIAP by changing the exchange ratio from 3-
for-1 to 2-for-1.

Value-Added Restraint Limit: Certain apparel items may qualify for
duty-free treatment, as long as Haitian or qualifying beneficiary country
inputs constitute at least 50-60 percent of the value of the exported
product, the items are wholly assembled or knit to shape in Haiti, and they
are imported directly from Haiti or the Dominican Republic. There are no
restrictions on the source of the remaining inputs. Besides Haiti and the
United States, other countries whose inputs qualify may include (1) any
country that is a party to a free trade agreement with the United States in
effect from HOPE I's enactment (December 20, 2006) or enters into force
thereafter, and (2) any country designated as a beneficiary country under
the Caribbean Basin Trade Enhancement Act (CBTEA), the African
Growth and Opportunity Act (AGOA), or the Andean Trade Preference
Drug Enforcement Act (ATPDEA). Apparel may enter duty-free on an
entry-specific basis or through an aggregated claim. An entry-specific
claim is one that indicates that each specific entry or shipment of goods
meets the applicable value-added requirements. An aggregated claim is
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Provisions for Apparel

one that meets the value-added requirements by aggregating the costs of
materials and processing for all apparel articles of a producer (wholly
assembled or knit to shape in Haiti) that are entered in the initial
applicable 1-year period.

HELP extends until December 20, 2015, the rule that provides duty-free
treatment for apparel wholly assembled or knit to shape in Haiti with at
least 50 percent value from Haiti, the United States, a U.S. free trade
agreement partner or preference program beneficiary, or a combination
thereof. HELP also extends until December 20, 2017, duty-free treatment
for Haitian apparel with at least 55 percent of value from qualifying
countries, and until December 20, 2018, duty-free treatment for Haitian
apparel with at least 60 percent of value from qualifying countries.

Woven Apparel Restraint Limit: Woven apparel articles falling under
Chapter 62 of the Harmonized Tariff Schedule (HTS) of the United States
qualify for duty-free treatment as long as the items are wholly assembled
or knit to shape in Haiti and they are imported directly from Haiti or the
Dominican Republic. There are no restrictions on the source of the inputs
used for this apparel. Originally, under HOPE I, this preference was
offered for 3 years with a limit of up to 50 million SMESs of apparel articles
in the first two 1-year periods and 33.5 million SMEs in the last 1-year
period. Under HOPE II, this preference was expanded to allow for 70
million SMEs per year until September 2018. HELP further increases the
limit to 200 million SMEs per year, with certain restrictions.

Knit Apparel Restraint Limit: Knit apparel articles falling under
Chapter 61 of the HTS, excluding certain men’s and boys’ T-shirts and
sweatshirts, qualify for duty-free treatment as long as the items are wholly
assembled or knit to shape in Haiti and they are imported directly from
Haiti or the Dominican Republic.' There are no restrictions on the source
of the inputs used for this apparel. This preference was created under
HOPE II and allows for 70 million SMEs per year until September 2018.
HELP further increases the limit to 200 million SMEs per year, with certain
restrictions.

Duty-free treatment for certain articles: Certain articles (brassieres,
luggage, headwear, and certain sleepwear) qualify for duty-free treatment

!Specifically, articles classified under the Harmonized Tariff Schedule headings 6109.10.00,
6109.90.10, 6110.20.20, and 6110.30.30.
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as long as they are wholly assembled or knit to shape in Haiti and they are
imported directly from Haiti or the Dominican Republic. There are no
restrictions on the source of inputs used for these products. This
preference was created under HOPE II and is allowed to be used without
any limitations on quantity until September 2018. HELP expands the list of
articles covered under this provision.

Short supply: Any apparel wholly assembled or knit to shape in Haiti that
is made of fabric, components or yarns deemed to be in “short supply,” as
defined in all other preference arrangements and Free Trade Agreements
of the United States, qualifies for duty-free treatment. This preference is
given for the use of non-U.S. fabric and yarns not available in commercial
quantities and can be used without any limitations on quantity until
September 2018.
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Appendix IV: Comments from the
Department of Commerce
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UNITED STATES DEPARTMENT OF COMMERCE

The Under Secretary for International Trade
Washington, D.C. 20230
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Dr. Loren Yager

Director, International Affairs and Trade
U.S. Government and Accountability Office
441 G Street, N.W.

Washington, DC 20548

Dear Dr. Yager:

Thank you for forwarding the draft report, International Trade: Exporters Use of the
Earned Import Allowance Program for Haiti is Negligible Because They Favor Other Trade
Provisions, GAO-10-654, for the Department of Commerce’s review. The International Trade
Administration (ITA) concurs with the report and does not have any comments.

We appreciate the opportunity to provide comments on the draft report. If you have any
comments about ITA’s review of the draft, please contact Victor E. Powers, Director, Office of
Management and Operations, at (202) 482-1422.

Sincerely,

«

Ao 240
Francisco J. Sanchez

SN,
)

INTERRATIONAL
TRA

ADMINISTAATION
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Obtaining Copies of
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The Government Accountability Office, the audit, evaluation, and
investigative arm of Congress, exists to support Congress in meeting its
constitutional responsibilities and to help improve the performance and
accountability of the federal government for the American people. GAO
examines the use of public funds; evaluates federal programs and policies;
and provides analyses, recommendations, and other assistance to help
Congress make informed oversight, policy, and funding decisions. GAO’s
commitment to good government is reflected in its core values of
accountability, integrity, and reliability.

The fastest and easiest way to obtain copies of GAO documents at no cost
is through GAO’s Web site (www.gao.gov). Each weekday afternoon, GAO
posts on its Web site newly released reports, testimony, and
correspondence. To have GAO e-mail you a list of newly posted products,
go to www.gao.gov and select “E-mail Updates.”
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Relations
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http://www.gao.gov/ordering.htm.

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or
TDD (202) 512-2537.

Orders may be paid for using American Express, Discover Card,
MasterCard, Visa, check, or money order. Call for additional information.
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Web site: www.gao.gov/fraudnet/fraudnet.htm
E-mail: fraudnet@gao.gov
Automated answering system: (800) 424-5454 or (202) 512-7470

Ralph Dawn, Managing Director, dawnr@gao.gov, (202) 512-4400
U.S. Government Accountability Office, 441 G Street NW, Room 7125
Washington, DC 20548

Chuck Young, Managing Director, youngcl@gao.gov, (202) 512-4800
U.S. Government Accountability Office, 441 G Street NW, Room 7149
Washington, DC 20548

oy
e

Please Print on Recycled Paper


http://www.gao.gov/
http://www.gao.gov/
http://www.gao.gov/ordering.htm
http://www.gao.gov/fraudnet/fraudnet.htm
mailto:fraudnet@gao.gov
mailto:dawnr@gao.gov
mailto:youngc1@gao.gov

	United States Government Accountability Office
	 
	Appendix I: Objectives, Scope, and Methodology
	Appendix II: Earned Import Allowance Online System
	Appendix III: HOPE II: Trade Preferences Provisions for Apparel
	Appendix IV: Comments from the Department of Commerce
	Appendix V: GAO Contacts and Staff Acknowledgments

	d10654high.pdf
	June 2010

	d10654highv3.pdf
	June 2010



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements true
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




