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CNL Update Act of 2023

Trade is a vital component of the American economy. For almost 50 years, the United States has leveraged the Generalized System of Preferences (GSP) program to foster trade relationships between the United States and developing countries. More recently, it has been a critical tool to move production out of China. However, current rules limit GSP’s potential, creating challenges for both U.S. businesses and our trade partners.

Competitive Need Limitations (CNLs) are one mechanism that hinders GSP usage. CNLs require the president to terminate the duty-free treatment for any article from a beneficiary developing country that exports the article to the U.S. in a quantity having an appraised value over $210 million in 2023, unless granted a time-consuming and costly waiver. Congress has not considered a significant overhaul of CNL since 1996, which has led to outdated policies that impede production and limit growth.

To address this, the CNL Update Act of 2023 will modernize Competitive Need Limitation (CNL) to encourage more production in countries other than China, which will help diversify the global supply chain.

Specifically, the CNL Update Act of 2023 will address this by setting a new baseline level of $600 million, which will extend the GSP program's benefits to more countries and generate a more equitable trading landscape. In addition, the bill introduces a 5% annual growth provision for the GSP program, offering a structured and predictable growth trajectory. This not only benefits U.S. businesses by creating a more stable trade environment but also aids developing countries by providing a clearer path to trading with the United States.

Furthermore, the legislation streamlines the process for countries to regain their GSP status through Expedited Redesignation, provided no domestic harm review is initiated by the U.S. Trade Representative. It simplifies the process for determining which products exceed the CNLs by focusing purely on import values. 

Given the growing need for diversification in the global supply chain and the ongoing geopolitical tensions with China, the CNL Update Act of 2023 will strategically shift trade dynamics, enhance U.S. national security, and protect domestic industries.
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