
BY THE U.S. GENERAL AC!COIJN?ING OFFICE 
Report To The Chairman, 
Subcommittee On Trade 
Committee On Ways And Means 

w House Of Representatives - 
w 

Implementation Of Trade Restrictions 
For Textiles And Apparel 

A 

i 

Under the Muitifiber Arrangement, the Urited 
States has negotiated bilateral Ggreements for 
restricting textile and apparel imports from 
producing countries. 

GAO found that the structure of the Govern- 
ment’s decisionmaking process for impternen- 
ting restrictions was generally adequate, but 
saw opportunities for more illput from inter- 
ested US. parties. Also, data collsctian proce- 
dcres needed improve,nent. 

GAO makes recommendations for securing 
greater input from interested parties and for 
improving data collection procedurus. 

NSIAD-84-18 
NOVEMBER 4, 1983 



UNITED STATES GENERAL ACCOUNTING OFFICE 
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The gonorable Sam M. Gibbons 
Chairman, Rubcommi,ttee o n  Trade 
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Dear M r .  Chairman: 

I n  response to your request, t h i s  report  discusses Lhe 
adm-nistratioii of the iinplsmentation of ti-ado r e s t r i c t ions  for 
imports of t e x t i l e s  and apparei. I t  provides information on the 
s t ructgre  of the decisio3makiny process w i t h i n  the administra- 
t ion,  par t icu lar ly  the Committee for the Implementation of 
Textile Agreenents, and points out the need for  ifiprovements i n  
data collection procedures. 

T h i s  report  coil+ains recommen5ations to  the Secretary of 
Camerce for f a c i l i t a t i n g  i n p u t  from i9terested parties and for 
improving data coliection procedures. 

As arranged k i t h  your of f ice ,  u n l e s s  yo9 publicly announce 
i t s  cantents e a r l i e r ,  we p lan  no fur ther  d i s t r ibu t ion  t;f t h i s  
report u n t i l  7 days from t h a  date of issue.  A t  t h a t  time, we 
w i l l  send copies to interesteci pa r t i e s  and mtke copies available 
to  others upon request. 

Sincerely yours, 

F r a n k  C. Conahan 
Director 
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GENERAL ACCOUNTING OFFPICE IMPLEMENTA1,ION OF 

SUBCOMMITTEE ON TRADE, TEXTILES AN3 APPAREL 
HOUSE COMMITTEE ON WAYS AND MEANS 

WPORT TO THE CHAIRMAS, TM'E RESTRICTIONS POR 

D I G E S T  - - - - - -  
International trade in products of the textile 
and apparel industry-an industry that employs 
about 2 million people in the United States 
alone-j s governed by a complex international 
system which has evolved nver the past 25 
years. The Arrangexrent Rega ding Internation- 
al Trade in Textiles, known as the MuLtjfiber 
Arrangement (MFA),  provides t h e  legal frame- 
work for regulating such trade. 

At the request 05 the Chairman 05 the Subcom- 
mittee on Trads, House Committee on Weys and 
Means, GAO reviewed the current administration 
of the MFA, addressinj the: 

--Adequacy of the structure cf the decision- 
making process within the administration, 
particularly the j nteragency Cornittee for 
the Irnplementation of Textile Agrecnsnts 
(CITA:. 

--Need, if any, to aasure greater input from 
interested parties. 

--Extent ta which the Commerce Departmefit' s 
data collection procedures meet its reqdre- 
ments in administering textile quotas. 

--Possible alternatives for data collection if 
presant capabilities are inade,quate. 

GAO analyzed 50 market disruption statements 
prepared in 1981 and 1982. Theoe statements 
are the basis for U . S .  Government requests for 
consultations with foreign govrrnments with 
th9 objective of restricting imports of pares 
ticular categorieo of textiJ.es or e.pparel st\ 
as to avoid market disruprion in the Unitlsd 
States. GAO also il~terviewsd and obtained 
documents from a l l  CITA aaencies ant: from 
domestic textile and apparel producers, in?- 
porters, retailers, and trade association and 
labor union officials. 

Tear Shoat -- i 
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ORGANIZATIONAL STRUCTURE . . .. 

In the United States, the MFA implemented by 
CITA, consitsting of representatives from the 
Departments of Commerce (chairman) , State, 
Labor, and the Treasury, and from the office of 
the U . S .  Trade Representative. CITA determines 
whether and when to request consultations with 
an exporticg country about restricting its 
exports of a particular category of textiles or 
apparel . Broadez policy guidance is provided 
by the higher level interagency Textile Trade 
Policy Group. 

-.-LI 

DECI S I ONMAKING PROCZS ,S 
IS GENERALLY ADEQL'AT'F - 
GAO found the structure of the decisionmakinq 
prccess within the adniinistration, and particu- 
larly CITA, to be generally adequate. CITA's 
member agencieo represent domestic industry, 
labor, importers, i-ttailers, and consumers, and 
they have tho opportunity to participate in the 
decisionmaking girocess. Decisions to request 
consultations with foreign countrie3 are re- 
viewed at a euffhisntly high level. Also, 
meetings of CZTA are scheduled on a t-imely 
basis .  

In practice, the process is weighted toward 
protecting domesric industry. Support for pro- 
tectiou Is generally forthcoming from Commerce 
and Labor representatives. Foreign policy con- 
cerns are provided thzough State's representa- 
tive and some balancing of views is provided 
through the U . 3 .  Trade Representative. Treas- 
ury, whose position woulc! be most consistent 
with that of consumersF importers, an2 retail- 
ers, does not actively participate in the pro- 
CBSB" (see gp. 10 to la.) 

- MAKKET DISRUPTION STATFM'ENTS 

M O m  PERSUATIVE 
COULD RE BETTE~UPPORTEDD -.-- 

The hPA requires that each consultation requerit 
to n foreign country t:, discuss restricting 
cextile or apparel imp1;rt:s be accompanied by a 
factual statement of maxkot disruption, which 
Commerce's Office of Textiles and Apparel pre- 
pares. 

The market disruption statements are to be 
based on (1 ) r'. ftqding of actual or threatened 
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injury to the domestic industry based on an 
exmination of factors spacifLe9 in the MFA 
( e L g  . , enploymnt, production, e.cc . 1 an6 (2) :i 
finding that the injury is caused by a 8bgn.L- 
fjcant increase in, in!ports cr sales of imports 
a c  prices substanxially b d o w  those prevailing 
for. similar goods in ?he importing ccantry. 
GAO found thnt, although CITA addresses the 
factors outline3 in the MFA, weaknesses in the 
inforration on the domestic economy lessen +,he 
persuasiveness of tna disruption statemenis. 
GAO also found a lack of documentation as to 
why other major suppllers of the imports to be 
restr? :ted h.Ive not been subject to consulta- 
tSon reqrissts: this further detracts from the 
statements' perscasiveness. (Sue dho 5.) 

CITA's data collection procedu:tos do not pro- 
vide the current and detailed data on the 
health of the U.S. iniliis?.ry t h a t  would better 
support findings of market disruption . De- 
tailed Census productic;,? data are collecte9 
only annually and are therefme +,or) old to re- 
flect current conditions. Bureau of Labor 
Statistics employment data axe not compatible 
with the textile and apparel cateaories in the 
consultation requests, and the disruptitx. 
statemscts contain cnly vague asssrtians as tc 
the current stdto >f the market for the catc- 
3ory in question. (See ch. 4.) 

RECOMMENDATIONS 
-4 - 

GAQ recomrLienJs that the Secretary of Ccmmercc2 
direct the Chairman of CITA to: 

--Arrange d t h  Census to begin collecting data 
compatible with the MFA categories on 3 
quarterly '>asis. If Census Pinds that in- 
r'ormation obtained from Clomestic manufactur- 
ers on a voluntary basis is not sufficient 
for statistical validity, then GAO recom- 
mends that the Secretary of Commerce request 
Cai-gress to enact leqislation maping such 
respocse mandatory. 

--Ensure for cocsultation requests thdt doc- 
umentation is included in the Office of 
Textiles End Apparel, files and, to th.e ex- 
tant practicaJ., in th ' diurugtion state- 
ment, indicating why a t h r  major suppliers 
have not been the  subjects of requests. 
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AGENCY COMMENTS AND - 
GAO s E V A L U A T I ~  

GA.0 had propoaed %hat Census begin collecting 
detailed production data on a monthly basis. 
State supported the recommendation that more 
current data was needed and Labor noted that 
monthly reporting would subfftantially improve 
CTTA'e ability to evaluate conditions. 
Commercep however, noted that CITA and a White 
House Interagency Working Group on Textiles 
and Apparel bad considered monthly mandatory 
reporting and concluded that it would be an 
unncessary burden on both ths eomestic indus- 
try and the Census Bureau. Census noted its 
serious reservations $bout whether such de- 
tailed infomation could be collected monthly. 
Based on comments of Comerce and Census, we 
have reconsidered our proposal and concluded 
that quarterly collect ion of production data 
by Census would be an acceptable compromisz. 

Comerce stated that it would document the 
reasons why other major supplier3 in a parti- 
cular category had not been subjected to re- 
straints and would propose that CITA discuss 
incorporating information reflecting the re- 
straints on other countries in the disruption' 
statements. 

INPUT FROM INTERESTED PARTIES - COULD BE FURTHER FACILITATED 

Durrng the period covered by GAO's review 
(Jan. 1082 to Oct. 1982), CITA published no- 
tices in the Federal €?eqister and provided 
opportunity for comment for  only half the 60 
requests that were made. GAO questioned why 
notices were not published for requests to 
Hong Kong, Korea, and Tsiwan. In  June 1983, 
CITA began publishing all requests in the 
Register. ALSO, during this period (Jan. 1981 
to Oct. 1982), market disruption statements 
were classified as confidential. GAO found 
that almoat all of this material was publicly 
avaj-lable. Whether the statements had been 
appropriately classified was important, be- 
cause importers and retailers vrawed such 
classification as a means of covering up 
statements that did not reasonably demonstrate 
finding3 of market disruption. GAO questioned 
the appropriateness of classification with 
each of the five CITA agencies and in August 
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I 
d 1982 requested that the Information Secrzzity 

Oversight O f f  ice of the General Sexvices 
Adminiatratiorr review the basis for such 
classification. In June 1983, CITA announced 
its decision to release the statements for 
public esrutiny immediately after they had 
been presented to the appropriate foreign 
government. (See pp. 13 to 18.) 

GA3 believes that CITA's decision to release 
statements for public scrutiny is responsive 
to the issues raised durii;g the review kut 
that input from interested parties could be 
Purther facilitated by including the ?is- 
ruption statements ; n the Federal Register 
notices. 

R E C O W N D P  .TI ON 

GAO rlecommends that the Secretary OF Co,merce 
direcv. the Chairman of CITA to insrude either 
the dxsruption stat.enent itself or an abbrev i- 
ated discussion of the justification for  each 
consultation request in the Federal Rzgister 
notice. 

AGENCY COMT4ENTS 

Labor and State supported the proposed recom- 
mendation to publish the market disrul;tim 
statement, or an abbreviated discussion of it, 
in the Register. Commerce agreed tc consider 
publishing a statement summary in the - Federal 
Register. 

Tear Sheet 
_I_- 
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. . .. C W T E R  1 

INTRODUCTION - 
Since World War 11, efforts have been made to establi& an 

international eet of ground rules to govern world trade. ' m r -  
ally, these efforts~-led by the United States-have sought to 
promote a more open world trading system. The basic structura 
of the trading system is contained in the General Agreement on 
Tariffs and Trade (61 Stat. A3, T.I.A.S. No. 1700 (Oct. 30, 
1947) 1. Although the United States and other countries recog- 
nize that liberalizing trade can rrjsirlt in broad national. bene- 
fits, they also have seen that increased imports may c a w 8  
injury to specific industries. Consequently, inrernational 
trade agreements coirtain escape clause provisions which allow a 
country to provide its domestic industry with a ta7porary relief 
period during which to adjust to a new competitive environment. 
There are a l s o  international arrangements that restrict the free 
flow of certain products when such trade is viewed as disruptive 
to national interests. 

Trade in textile am& apparel products is governed by com- 
plex and elaborate international agreements developed over the 
past 25 years, which give a measure of protection to the domes- 
tic industries of the United States and other developed coun- 
tries through bilateral i m p x t  quotas. This system developed 
despite the - general progress in t::ade liberalization since 
World War If and is supported by the large affected U.S. indus- 
try and its workers. According to a 1983 Commerce Department 
estimate, there are about 29,000 textile and apparel plants lo- 
cated throughout the United States that employ about 2 million 
people. The textile and a2parel industries combined employ 1 of 
every 9 persons working in the manufacturing secfor. 

The textile industry was a dominant force in the New Eng- 
land economy of the 19th century. By 1980, however, more than 
half the textile mills' labor force of alinost 900,000 was con- 
centrated in 3 southern states--North Carolina, South Carolina, 
and Georgia. Apparel manufacturing is more dispersed throughout 
the country, w i t h  the largest nunbers of workers in New York, 
Pennsylvania, and California. 

An article in the February 1983 National Journal interpret- 

workers and 67 percent of textile worker8 are semi-skiiled, con- 
pared with 44 percent of workers . ' Q  all, manufacthring jobs. 
Women account for 80 percent of the apparel workers and 48 per- 
cent of the textik workers. Minorities acccunt Lor 28 percent 
of the jobs, substantially above the ayrerage of 18 percent for 
all manufacturing. 

- ed Labor Department data as follows: 78 percent ef apparel 

The cost of labor is a major problem facing the domestic 
industry in trying to compete with importers. According to var- 
ioue estimates for 1982, workers in the Asian mtiona, which 

.. . 
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provide the principal U.S. com;cetitiol?. (Hong K0n3, Koraa, and 
Taiwan), were paid only one fifth or ont? tenth as much ad U.S. 
workers 

TRE!!!!DS XN THE TEXTILE 
AND APPAREL INDUSTRIES 
- 

The U.S. textile dudustry is generally viewed as quite com- 
petitiv,u in world carkets. Sophisticated capital equipment pro- 
ducas high-quality fabriqs that are in demand abroad, and the 
~ h l a n c a  of trade in textile products has been about even over 

protectiur long with the troubled apparel industry, whose com- 
panies a1 ,he largest customers of the textile mills. The 

timates that while the domestic aplrarel market grew by 0.2 per- 
cent a year from 1972 to 1982, sizparel imports increased by 4.3 
parcent a year.l These trende, along with increased automa- 
tion, have caused employment to decline ir: both the apparel and 
textile industries. Understandably, support for protection has 
included the labor unions as well as textile and apparel compa- 
nies themselves. 

- the lcrt decade. Nevcrthe.'!ess, the textile industry has sought 

- Commerce Departnent's Office of Textiles and Apparel (OTEXA) es- 

The American Textile Manufacturers Institute estimates that 
imports have captured about 30 percent of the market for apparel 
and apparel fabrics-twice the level of 6 decade ago. Accord- 

. - ing to the Institute, at the 1973 peak, textile mills employed 
l,OlO,OOO, but in 1982, employment averaged only about 742,000. 
The Institute estimates that employment in the apparel indus- 
try declined from a peak of 1,478,000 in 1973 to an estimated 
1,260,000 in 1982. 

FEATURES OF TEXTILE AND 
APPAREL T R ~ E  - REGULATION 

The Arrangement Regarding Internatisnal Trade in Textiles, 
known as the Multifiber Arrangement (MPA), which became effec- 
tive January 1, 1974, provides the legal framewark for the regu- 
lation of trade in textiles ard apparel. A key objective is to 
provide for the orderly development C C  international trade 'n 
textile products; it defines the circumstances under which trade 
in textiles and apparel may be restricted and the nature of t k  
pa.-mitted restrictions. Article 4 of the b.76 provides far bilat- 
eral restraint agreements to regulate trac 3 .  As of June 1983, 
the United States had 24 bilateral agreemenLs under the MFA. 

A forerunner of the MFA was the Short Term Arrangement on 
Cotton Textiles of 1961. This led to the Long Term Arrangement 
Regarding International Trade in Cotton Textiles of 1962. The 

1FrDm 1979 to 1982, OTEXA estimate6 that the 
market declined by 0.5 percent a year while 
increased by 0.2 percent a year. 

.. . . 
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United States was then the dominant world economic power a d  tlt. 
primary force behind international tra8o"liberalization through 
multilatera- negotiation8 under the auspices of the General 
Agreement on Tariffs and Trade. Reason8 for U.S. cxecutivb 
branch support of the arrangements included its desire to avoid 
new l~~gislation authorizing import restrictions. This remains 
valid today. A March 1981 study by the International Trade 
Commission noted that the Long Term Arrangement: 

"'car:tfnued the attempt to balance the need for in- 
creased access to the industrial national markets 
4or exports from the developing countries . . . with 
the need to prevent market disruption in importing 
countries. The arrangement stresaed the former as- 
pect in its introductory statement: in its subsa- 
quant provisions, however, the latter aspect was 
emphasized more strongly.'' 

In the years following establishment of the Long Term 
Arrangement, many changes took place in the industry and exports 
from developing countries grew rapidly. The major change was a 
switch to man-made €iber products, not covered by the Arraruge- 
ment, which contributed significantly to developing countries' 
success in exporting apparel in particular, As a consequence, 
pressures built up tJ extend the scope of the Long Tern: Arrange- 
ment. The result was the Multifiber Arrangement. 

. Some 50 governments were p a t y  to tne MFA which became the 
sta%ement of principle and policy for international textile 
trade. The MFA'initially was to be effective from January 1, 
1974 to December 31, 1977, but was later extended with some ma- 
jor modifications outlined fn protocols, first through December 
31, 1981, and later through July 31, 1986. 

Within the U.S. Government, responsibility for implement- 
ing the MFA rests with the Committee for the Implementation of 
Textile Agreements (CITA) wi'ich was established by Executiva 
Order 11,651 ( 3  C.F.R. 676 (3.971-1975 Comp.)). CITA is chaired 
by Commerce and consists of representatives from the Departments 
of State, Labor, and Treasury and the Office of the United 
States Representative (OUSTR). CITA determines whether and when 
to request consultations with an exporting country in order to 
avoid market disruption jri the United States; it receives policy 
guidance from the Textile Trade Policy Group, which is chaired 
by the OUSTR and includes as membero t h e  Under Secretaries of 
State, Treaaury, Agriculture, Commerce, and Labor, 

OBJECTIVES, SCOPEi AND METHODOLOGY 

We made this review pursuant to a request by the Chairmon 
of the Subcommittee on Trade, House Committee 011 Ways and Meana, 
to determina the: 

.. I .  

3 , 
, ,  I )  , 



--Extint to which Commerce ' 8s data . cQ.llection proce- 
dures; meet requirements for administering textile 
quota8. 

--Possible alternatives for dr :a collection if prea- 
ent cipabiLities arc inadequate. 

--Adequacy of the structure of the decisionmaking 
process within the administration, particularly 
CITA. 

--Need, if any, to asssre g-eater input from inter-- 
ested parties. 

We first examined two legal issues concerning CITA's pro- 
cedures for textile import relief decisions : (1 ) the criLeria 
that must be considered in !haking a determination of market &is- 
ruption and (2) whether CITA is re9aired to provide notice ,\nd 
opportunity to comment to interested parties bzfore Ir.ak!ag a >.en 
quest f?r ccnsultntians . 

To assess h t h  th? decS~ianmaking procese and the data col- 
l sc t ian  r:.o~edures, we ,naLyzed market disruption statementfi2 
preparm; by OTFXA for the 60 rcsqwsts far consultations made 
between January 1981 and October 1982. Our analysis entailed 
not on y determining whether such statements addressed factors 
outlined in the MFA but also whether they persuasively demon- 
strated threats of or actual. market disruption. 

To assess the structura of the docisionmaking process with- 
! n the administration, we interviewed and cbtained documents 
from officials of a l l  CITA agencies, including CITA principals, 
their deputies who attend meetings generally held every week, 
and other staff. In addition, we interviewed and obtained dccu- 
ments from officials of the International Tryde Commission, 
Commerce's Bureau of the Census, and Labor's Bureau of Labor 
Statistics in an attempt to identify problems with present data 
collection procedures and possible alternatives, Finally, we 
met with cfficials of the General Services Administration's 
Information Security Oversight Office in un effort to clarify 
*OUSTR's r?as@ns f o r  classifying market disruption statements AS 
csnf ident..ml 

To assess the adequacy of the input af interested private 
sector par':ies in the decisionmaking process, we interviewed (1 1 
18 dog ~ 7 t i c  textile and apparel producers, eome of whom imported 
as well as produced domestically, (2) 8 impartors and retailers, 
including 3 of the 5 largest retailers,!3) trade associations 
representing pxodncers , importers, and retailers, and (4 ) labar 

2These documents form the base0 for requests for corsultationa 
with foreign governments with the objective of eetablhhing 
limits where none had prcvious1,y existed. 
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union officials. We were intsreotod in their invo3vL ... ant in 
negotiating the bilateral agrecments as'wdll a6 in CITA's deci- 
sions to request coneultations with foreign governments co?.cern- 
ing specific categories of textile or apparel imports, We also 
interviewed neveral academicians and reviewed appropriate arti- 
clelt and studies dealimg with t e x t i l e  and apparel trade and im- 
port relief for tZlis industry, 

our review wad made in accordance with generally accepted 
government audit standards. 

AGENCY COMMENTS 

We sent copies or' our draft report to the five CITA member 
agencies. We also provided copies to the International Trade 
Commission and the Information Security Oversight office, and we 
met with the! former to discuss the draft. 

All CITA agencies responded with written comments except 
Treasury. (See apps. I1 through VI.) The agencies generally 
believed that the draft report w t s  a comp&*ehensive and balanced 
study. Commerce found it "positiv~, constructive, comprehensive 
and balancbd:" State commented that it provided "in general, a 
fair and balanced discussion. .'I Labor found it. to be a 
"reasonable report based on careful research;n antA the OUSTR 
stated that the report was in general a ''very useful analys*.s of 
a complex progIam." A Treasury representative to CITA to. 3 us 
he found the report to be .*re11 done and that he would in ge era1 
agree with its contents. An ITC official stated he f o m d  the 
report to be thorbugh and ' well-balanced. Specific agency 
cornments, generally of a technical nature, were incorporated 
i n t o  the report where appropriate. 

.. . . 
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. . .. 
CHAPTER 2 

MF'A AND THE BXLATERAL AGREEMENTS 

The MFA's objectives, as stated in Article 1 of the Agree- 
mento are to expand trade and 1 0  reduce barriers to and liber- 
alize world trade in textile products while at the same time 
ensuring the orderly and equitable developramt of this t r a m  and 
avoidance of disruptive effects in individua' markets and on in- 
dividual lines of production in both importing and expxting 
countries. Also, according to Art.icLe 1, the MFA was "to 2ur- 
ther thc economic and social development of developing countries 
and secure a substantial increase in their exugcrt earnings, from 
textile products . . . ' I  In addition, the MFA was to provide for 
special and more favorable treatment of new entrants and small 
suppliers. 

The MFA provides the framework for regulating textile 
trade, but implementation is generally accomplished through a 
series of bilateral agreements negotiated under Article 4. When 
the KFA first went into effect in 1974, initial quotas we::@ to 
Y e  based on past import levels and were generally to grow at a 
minimum of 6 percent a year. In addition, provisions were to be 
made for transferring unused quotas among categories and between 
years. 

Unlike che United States, the Suropean Economic Camunity 
did not pursue bilateral agreements during che first MFA period 
and, as a result, developing country suppliers greatly increased 
their exports of textiles and apparel to its member countries. 
Under pressure by the Community, when the MFh was renewed in 
December 1977, the extension protocol contained an amendment 
which allowed for "jointly agreed reasonable departures" from 
the 6-percent growth rite in quotas and from the MFA'e flexi- 
bility provisions. The amendment allowed for cutbacks in growt:i 
in thoae produzts considered sensitive by importing countries. 
According to the la%est protocol extending the MFA (Dec. 19el), 
importing countries are allowed to take actions which might re- 
sult in grcriith rates approximating the grow-,h of the domestic 
market, defined as per capita cmsumption of textiles and appar- 
el. The U.S. textile and apparei industry has estimated this 
domestzc growth at 1.5 percent. 

BILATERAL AGREEMENT PROVISIONS - 
U.S .  bilateral agreenents vary from cougtry to country. 

They generally are to be in effect for 3 to 6 years on a calen- 
dar-year basis and cover cotton, wool, and ntanmade fiber tex- 
tiles and apparel. Many of the agreements have had aggregate 
limits, measured in aquare yard eq3ivalents, and from kwo to 
four broad "gxoup" lirrlits, in addition to specific limits for 
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more nar rowly  de f ined  categories I. 1 A 1  though many o€ t h e  agrerj- 
mento have been comprehensive i n  t i r P i r '  coverage ,  other8 have 
inc luded  a l i m i t e d  number of c a t e g o r i e s - - o n l y  t h d s o  articles iw- 
p o r t e d  i n t o  t h e  United S ta tes  i n  en.crus;h volume to be of concern.  
Agreements g e n e r a l l y  have i n c l u d e d  p r o v i s i o n s  for t h e  t r a n s f e r  
of unused  quotas th rough  c a r r y o v e r  ( f rom t h e  p r e v i o u s  y e a r ) ,  
ca r ry fo rward  (from t h e  subsequen t  y e a r ) ,  and swing (from one 
c a t e g o r y  or group t o  another), so as t o  p r o v i d e  t h e  e x p o r t i n g  
c o u n t r y  w i t h  f j a x i b i l i t y  t o  a d j u s t  t o  changes i n  t h e  market dur -  
i n g  a g i v e n  year .  

I n  Febrca ry  1979, t h e  l I eS .  Government i s sued  i t s  Adnini- 
s t r a t i c n  T e x t $ l e  Program, referred t o  2s t h e  "White  Paper ."  
F l e x i b i l i t y  p r o v i s i o n s  were to  be l i m i t e d ,  import q u o t a s  nioni- 
tared mcrro c l o s e l y ,  and b i l a t e r a l  agreements  r e n e g o t i a t e d  to 
p r e v e n t  sudden i n c r e a s e s  i n  imports. 

S i n c e  ex tend ing  the  MFA i n  December i981 ,  t h e  United S ta tes  
has  n e g o t i a t e d  or r e n e g o t i a t e d  agreements  w i t h  25 c o u n t r i e s ,  in- 
c l u d i n g  Hong Kong, Korea, Taiwan, and China.  Under t h e  l a tes t  
b i l a t e r a l  agreements  w i th  Hong Kong, Korea, and Taiwan, t c  : t i le  
and a p p a r e l  c a t e g o r i e s  w i t h  s p e c i f i c  l i i a i t s  have been l i m i t e d  to  
growth ra tes  between 0 .5  p e r c e n t  and 2 .0  p e r c e n t  a y e a r ,  b u t ,  
u n l i k e  t h e  F rev ious  b i l a t e r a l  agreemenks,  no a g g r e L 3 t e  o r  group 
l i m i t s  have been e s t a b l i s h e d .  Smalle- e x p o r t e r s  have been al-  
lowed growth r a t e s  exceeding  6 p e r c e n t .  Flex! b i1 i "y  provd.sions) 
have a l sc  been restricted i n  some of t h e  agreemenks n e g o t i a t e d  
i n  :9&2. 

Bi ia t e ra l  agreements  c o n t a i n  a v a r i e t y  of c o n s u l t a t J o n  
mechanisms. According to some agreements ,  the e x p o r t i n g  coun- 
tries may request permission t o  s h i p  more t h s n  minimum o r  des ig -  
na t ed  c o n s u l t a t i o n  1 e v e l s  c o n t a i n e d  i n  those ageements. 
According to o t h e r s ,  t h s  United S t z t e s  may reqde&:.i: c o n s u l t a t i o n s  
r e g a r d i n g  impor t s  n e t  a l r e a d y  c o n t r o l l e d  by s p e c i f i c  limits i f  
i t  determines t h a t  s u c h  impor t s  are causins or t h r e a t e n i n g  to  
cause  market d i s r u p t i o n ;  t h e  o b j e c t i v e  of s u c h  a r e q u e s t  is t o  
e s t a b l i s h  a s p e c i f i c  l i m i t .  

The  request for c o n s u l t a t i o n s ,  s c c o r d i n g  t o  both  t h e  MPA 
and tho implementing bl . latera1 sgreements, m u s t  be suppor t ed  by 
a f a c t u a l  statement demons t r a t ing  market d i s r u p t i o n  o r  a th rea t  
t h e r e o f  . Chapter  3 d i s c u s s e s  t h e  dec is ionmaking  p r o c e s s  by 
which t h e  U.S. Government determines t h a t  a request s h o u l d  be 
made, and c h a p t e r  5 a n a i y z e s  t h e  market d i s r u p t i o n  s t a t e m e n t s  
s u p p o r t i n g  r e q u e s t s  f o r  c o n s u l t a t i o n s  made i n  1981 and 1982. 

lThere  are 108 c a t e g o r i e s  i n  t o t a l ,  65 for  a p p a r e l  (23 c o t t o r ,  
16 wool, and 26 manmade f i b e r )  and 4 3  f o r  t e x t i l e s  ( 1 8  c o t t o n ,  
8 wool, and 17 manmair;. f i b e r ) .  

.. . . 
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NEUOTIATION OF BILATERAL AGAEEMENTS _ .  . 

L 

r 

In accordance with provisions O F  the MFA, the United States 
has negotiated bilateral agreementb with those countries which 
arel cormidered lax ip enough sources of text i ie l l  and/or apparsl 
to justify import restraints ., The U. S. nsgotlating posj.t;ion LC 
usually based on information dewloped on trends in U.S. imports 
ftoili tho particular country, potential for greater imports, and 
other factors. 

The C h i d  Textile Negotiator, wit.h the title of Ambassador, 
is ?.ie CITA representative from OUBTR. He directs a l l  negotia- 
t ions with other countries to establish agreements or to make 
changes in surrent agreements. The Negotiator may delegate h i s  
authority to chairmen of additional negotiating teams as neces- 
sary. CITA members are ustiady on the teams that negotiate with 
the najsr supplying countries of Honq Kong, Taiwan, Korea, and 
China. CITA members or their deszgnated representatives negoti- 
ate with ottler supplying countries. 

Private se?t;or representatives provide advice to the nego- 
tiating terns. Generelly, these representatives fall into two 
groups. Tile Eirst, consisting of textile, apparel, and fiber 
companies, trade associations representing ths7.r interests, and 
textile and apparel unions, generclly seek to protect the domes- 
tic industry from the disruptive effects of increased imports. 
The second, consisting of retailers, imparters, and trade asso- 
ciations representing. their interests, generallhr seek to reduce 
the barriers to trade in textile and apparel products. Advice 
of the two groups is presented through a variety of forums. The 
management/labor textile advisory committee, composed of repre- 
sentatives from the trade associations, labor unions, and indi- 
vidual companxes, meets with members of CITA about inonthly to 
discuss problems and progress under the MFA on bili.tera1 agree- 
nents and inciustry developnents and market conditims. The im- 
porters/retai!.srs 2extile advisory committee meets with CITA 
members about i,lonthly to d.i,scuas the same things. 

Interested party advisors 

In addition to providing advice through the adgisory com- 
mittees, selecced memers of industry and labor havs been given 
a ''clearad tcchnica.1 advisor" status. They are available to an- 
swer qcr&iokrls and give advice, whether tho negotiations a;'e in 
the United States or in foreign count;ies. Representatives of 
retailers and importers were given a somewhat eLmiZar status in 
1982, but: they have not besn allowed to accompany gc 'ernment ne- 
gotiators overseas. It ahould be notsd that ir.5ustry and labor 
representatives are not permitted to tttend the actua.1 negotiat- 
ing  serreions; nevertheless, the genera.( perception among import- 
ers and retailerd we interviewed in that the industry and labor 
representatives have undue influeme on the nagotibLions. One 
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- 11 exprssbed das tnat qoverninent o f f  icialr were h-egotiating 
J :h with the m&istry/lakor representatives ae they were 

.lze foreign gavernrnenr; Although several importers and 
.~.ers expressed a desire ta have equirl status w;th industry/ 

l d m r  representativer, otnerv preferred that these representa- 
tives not be prmit-tad to crwomprtny the U.S. negotiators. In- 
dustryllabor rspresen;atives had varied opinions as to wnetcar 
tho importers/retailers should be permrtted equal status. 

CITA mambers' viewv on having import%r/retailer representa- 
tives accompany rhe negoti,arors; overseas are as follows 2 
Commerce's reprsmntative to CITA noted that it would give ths 
smblance of fair play but would dilute the qualj,ty of advice 
from the domestic industry. The Chief Textile Ndgotiatos noted 
that he doe& get the views of the irnporters/retaiXers An advance 
of negotiations and that the nsgot.iators go into as much detail 
with them as with the industry psciple. He told us that, at the 
negotiations, three sets of negotiations a m  simultaneously in 
pkocess witn (1) the foreign gover'nment., (2) the industry advi- 
sors, and (3) other U . S .  Government acjarc.ies concerning the next 
step to he taken. Consequently, eiddi.ng the irnyorters/retailers 
to those present at the negotiations trould resul t  in "on8 more 
cog in the process." Stafe's rspranentative to CITA agreed 
that, were importers/retailers in the same room as the industry/ 
labor representatives, there would be "no frank exchange of 
views" arid the sessions would be non-productive. He also 
stressed the lunited amount of tznne available, adding that if 
t h e  .two groups were dealt with separately, tho result would be 
less exposure for domestic industry. Labor's representative to 
CITA noted that ii,~por~ers/retailsrs are represanted to some 
extent in that they are "wired An'' to the foreign sovernments. 

Treasury's representative to CITA expressed opposition to 
allowing industry/labor representatives to accompany the negoti- 
ators overseas while Darrins importers/retaiiers. He cdded 
that, since importers/retailors would represent views consistent 
with consumer interests, barring them from ac?ompanyinj negatia- 
tors overseas demonstrated the "one sidedness- of the progrard. 

2It should be noted that we did not eval\iate hob well this 
advisory system works. 

. .  . .  
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DECISIONWING PRlXESS FOR REQUESTING 
CONSULTATIONS IS GENERALLY ADEQUATE - 

We found the structure of the decisiormaking procwh: within 
the Administration, and particularly CITA, to be generaliy sde- 
quate because: 

--Agencies : \presenting constituencies that irxlude in= 
terested parties, naml),, domestic industry, labor, 
importers, retailers, and consumers, are members of 
CITA and therefore hove the opportunity to partici- 
pate in the decisionmaking process. 

--Decisions to request consultations with foreign gov- 
arrutients are reviewed at a sufficiently high level. 

--Meetings of CITA are scheduled on a ti-mely basis. 

In practice, however, Treasuryb which would be expectad to take 
the position most coraistent with that of cormunersc importsrs, 
and retailers, does not actively participate in the  process. 

In addition, notwithstanding recent decisions to publicize 
all consultation requests in the Federal Reyister and to make 
market disruption statements available to the public, we believe 
there could be Further improvements in facilitating greater in- 
put from intc ad parties. 

STRUCTURE OF L -_. . 

As of December 1982, the CITA principals from the five mem- 
ber agencies were the: 

Deputy A6Sist.a.*lt Secretary for Textiles and Apparel, 
Cffice of Trade Development, International Trade 
Administra~ion--Commerce. 

Chief of the Textile Division, Office of Internation- 
al Trade, Bureau of Economics and Business Affairs- 
State. 

Assistant Director, Office of International Economic 
Affairs, Bureau of International Labor Affairs- 
LaboP . 
Director of the Office of International Trade- 
Treasury. 

Chief Textile Negotiator-OUSTR. 

Representatives frcm each of the CITJ .member agencies, ex- 
cept Tr€ih8UrYp meet approximately weekly '-0 review data un im- 
ports and to det*rA9ine .whether imports i., particular product 
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cateyoriev tzon p a r t i c u l a r  count :ies a r e  causing o r  threatening 
to  cause miirket d i s rupt ion .  T h e s e  "Sub-CITA" r o p r r s e n t s t i v e s  
a re  a t  t h e  GS-12 t o  GS-15 l e v e l ,  w i t h  Commerce's higher ranking 
representat:lve ac t ing  &s Chairman. Prior to  t h e  weekly sub-CITA 
meeting, OT.EXA a h t r i b u t e s  an agenda ind ica t ing  t h e  categories 
by countries1 t h a t  a r e  t o  be considered. According t o  C I T A  o f f i -  
c i a l s ,  consalderation of a p a r t i c u l a r  category/country is t r i g -  
gered by an increase i n  impor ts  i n  a " sens i t i ve"  category. The 
term " s e n s i t i v e "  is  not def ined but ,  based on d i s c u s s i o n s  w i t h  
CXTA o f f i c i a l s ,  it appears t h a t  a s e n s i t i v e  category is one wit!: 
e i t h e r  a hl.gh or an increas ing  import/production r a t i o . '  We 
were to ld  t h a t  considerat ion of a cntegory/country m i g h t  a l s o  be 
tr-ir;?ered by a congressional inqui ry  o r  by i n d u s t r y  complaints. 

. OTEXA maintains recorzs  on imports i n  each category from 
each b i l a t e r a l  agreement country and on s p e c i f i c  l i m i t s ,  consul -  
t a t i o n  l e v e l s ,  and f l e x i b i l i t y  provis ions set f o r t h  i n  each 
agreement. Under  a s p e c i a l  system set up w i t h  Hong Kong, Korea, 
and Taiwan; OTEXA a l s o  monitors export  au thor iza t ions  issued by 
these governments t o  expor te rs  to sh ip  s t a t e d  amounts of goods 
of p a r t i c u l a r  ca t egor i e s  not subject t o  s p e c i f i c  l i d t s .  

The executive order  e s t a b l i s h i n g  CITA allows the  Chairman 
t o  make a decis ion to  reqriest cocsu l t a t ions  w i t h  a fore ign  gov- 
ernment u n l e s s  a majori ty  of t h e  members objec t .  C I T A  members 
to ld  u s  t h a t  i n  p r a c t i c e ,  however, any decis ion to  reques t  con- 
s u l t a t i o n s  is made by consensus. The sub-CITA r ep resen ta t ives  
confer w i t h  t h e i r  super iors  ( t h e  C I T A  p r i n c i p a l s )  a t  t h e i r  re- 
spect ive agencies,  both before and a f t e r  t h e  weekly sub-CITA 
meetings. When a request  for consul ta t ions  might have s e r i o u s  
foreign pol icy  implicat ions,  approval by t h e  Secre ta ry  of S t a t e  
or Under Secre ta ry  f o r  Economic A f f a i r s  would be obtained by t h e  
S i a ~ e  r ep resen ta t ive  t o  C I T A .  

I n  considerinq a request  for consul ta t ions ,  CITIA repxesent- 
a?,ives have s t a t i s t i c a l  information a v a i l a b l e  on imports, don,es- 
t i c  production, import/production r a t i o s ,  and import values f o r  
t h e  category i n  quest izn.  C I T A  o f f i c i a l s  to ld  u s  t h a t  they 
might cousul t  industry,  labor, and/or importers and r e t a i l e r s ,  
e i ther  by te lephone or  through t b e i r  monthly advisory committee 
meetings: they do not inform s u c h  non-gavarnmental p a r t i e s ,  how- 
ever, t h a t  a request  f u r  consu l t a t ions  j s  deing considered for  a 
p a r t i c u l a r  categoryjcountry.  

I A C I T A  o f f i c i a l  tola u s  t h a t  the decis ion t o  reques t  con- 
s u l t a t i o n s  for a p a r t i c u l a r  category/country was jcdgmental, 
dependent on a v a r i e t y  of f a c t o r s ,  i n c l u d i n g  an increase  i n  i m -  
po r t s ,  market share ,  p r i c e ,  domestic production, employment, 

IRatio cf i m p a r - t s  of a p a r t i c u l a r  category of text i les  or 
apparel  t o  domet3tic production of t h a t  category, measured i n  
square yard equiva len ts .  

.. . . 
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etc -  One CITA representative commented th&t the systqm for mak- 
ing consultation requests is reactiv3, attempting tc atisfy the 
domescic industry. 

There are no formal notes of Ciscussions between w b - C I T A  
representatives at the weekly meetings during which 8 consulta- 
tion request would have been considered. f f  consensus is lack- 
ing at the sub-CITA level and at least one anency feels s'lrongly 
that a request should be made.. then the CITA principals would 
hold telephone discussbns.2 We found no memoranda of such 
telephone conversations, however. Consequently, to assess the 
persuasiveness of a particular request for consultationo and the 
adequacy of support for the finding of market disraption, we 
made an in-depth analysis of the 60 market disruption statements 
supporting consultation requests made 'to foreign governments 
during January 1981 to October 1982. (See ch. 5 . )  

* 

Y Concerns of individual CITA members 

The agencies' CITA representatives kzinq different view- 
points and particular concerns to the decisiotmking process. 
Corn-erce is concerned with the impact of imports on thd domestic 
textile and apparel j.ndustry, Labor with the impact of imports 
on c?omes+,ic employment, and State with ieoreign policy implica- 
tions of restricting imports. The OUSTR is concerned with 
avoiding market disruption while keeping trade flowing as freely 
ae possible, while Treasury is concerned with pwmoting free 
trade and with representing the domestic conoumer. However, it 
should be noted that the Treasury representative to sub-CITP, has 
not participated in its weekly meetings on a regular basis since 
1981. Treasury's representative to CITA told us that Treasury 
does not have the resources to get involved in the decision- 
making process leading to individual requests for consultationo. 
Instead, Treasury participates in meetings of CITA principals 
where broader po.'?icy issues are d~.scussed. 

INPUT FRO, - INTERESTED PARTIES - 
Non-governmental U.S. parties directly affected by the ad- 

ministration of the W A  and the bilateral agreements generally 
fall into two groups. The textile, apparel, and fiber companies 
and t.exti.Le and apparel labor unions generally seek to protect 
the domestic industry from the disruptive effects of increased 
imp@rta. The retailers and importers generally seek to reduce 
the barriers to importing textile and apparel products. Not- 
withetanding recent decisions to publish all consultation re- 
quests in the Federal Register and to make market disruption 

I' 

lThsre were seven kneetinge or' CITA princii,slila during our re- 
view--Jan. 1981 to Oct. 1962. An examination of the minutes of 
those meetings indicated tbat, although particular consulation 
requsats were occasionally discussed, there were no details 
concerning the justification for such requests. 
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statements a-Jai1abl.e to the puPU.c , we believe there could be 
further improvements in facilitating greater input from there 
interested parties. 

Representatives of both the industry/labor and retailsr/im- 
porter groups meet with CITA members about monthly to discuss 
industry de-*elopments and market condAtions and there may be ad- 
ditional telephor,e or other contacts between CITA and outside 
parties. CITA does not solicit camments concerning a partkular 
request until after the request is made, however, becacree it 
telieves that providing advance notice o€ a requast would e4i- - courage an increase in imports before the quota imposed by the 
request takes effect. This could further harm the domestic in- 
dustry it seeks to protect. Commerce maintain8 that the current 
i cocedures preserve the importer's procedural rights by allowifig 
notice and comment before consultations begir,. 

I Legal considerations 

In our view, CITA'S current prccedure is not legally ob- 
jectionable. The consuitation request is the first step in a 
rxocess leading to negotiation of ?;Iota levels with a foreign 
government. The negotiaticxs t : ~ ~ 3 e l v 0 s  cvilminate in an agreed- 
upon import quota or gecerally, if no agreement is reached be= 
twec-1 t h d  governments, imposition cf a quckla based on formulas 
in the agreement between the countries. Thus, even though the 
request generally results in imprt restraints, the request it- 
self is an interim mechanism pending consultation; it is not a 
final step in the process. Com.ents received from interested 
parties after the request is made lr:cy, in theory, influence the 
U.S. position in negotiations or, as Commerce has indicated, may 
ultimately convince CITA to w i  tt.?izw rhe request altagether . 
Although CITA' s procedure 4oes qot provide for participation by 
ixrterssted parties at thfi aar!,iest possible stage, it does allow 
participation before E id. decic.1-n on quotzs is made, at a 
point where iaterested L ties' com.ents could still be affec- 
tive. Moreover, while porters may be hurt by imposition of 
restraints without prior ictice and hearings, domestic industry 
will be hurt, according to Commerce, if notice and hearings are 
granted. Since the purpope of 'he c'nsultation mechanism of the 
MFA generally is to protect domastic industry from market dis -  
ruptim, we cannot say that CITA is actinq unreasmably in adop- 
ting a procedure wb.ich, in effect, strikes a balance between 
conflicting intbrests in favor of protecting domestic industry. 
CiTA's procedure is an acceptable compromise between protecting 
domeatic industry from further harm and gcaranteeing interested 
parties' procedural rights. 

- Federal Register - notices and public comments 
When requests are made, notification is made in newspapera - -  

(including t h e  Daily New6 Record and Woman's Wear Daily) and 
trade magazinesl, and the American Association of Exporters and 

A .. . . 
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Importers is contacted by telrtphono. . . The Association' s weekly 
publicatkon, International Trade Alert, distributed co the en- 
tire membership of ewer 1,300 companies (about, 400 in the tex- 
tile and apparel area) elso includes notices of requests made by 
CITA. In addition, CITA publishes a notice in the Federal 
Register that a zonsultation request has been made and providc 
an opportun.i?y for comment. 

During the course of our review, we questioned why notices 
were not published in the Federal Reqister concerning- requests 
to Hong Kang, Korea, and Taiwan. According to the bilateral 
agreements with these three countries, their governments notify 
the U . S .  Goverument., on a weekly or monthly bagis, o f  export 
authorizations they issue. In 1981 and 1982, 30 of the 60 re- 
quests were to these countries and were not publicized. The 
Chief Textile Negotiator oi:ifered no rationale for not publishing 
these requests in the Register and said that he thought doir.9 so 
would be useful t o  importers. In June 1983, CITA began publish- 
ing all requests in the Regis'Ler. 

The notice published in the Federal Register indicates 
that a request has been made to a foreign government f r consul- 
tations concerning a particular category of imports. may 
note that import controls may be invoked during the consultation 
period. The notice asks that comments be submitted promptly, 
since the exact timing of consultations is uncertain when the 
request is made. It should be noted that the market disruption 
statement supporting the request i;J not contained in the Regis- 
ter notice nor i s  any abbreviated discussion of the statevent's 
contents or justification for the request. 

. -  

In 1981, public comments were received for of the 10 re- 
quests for which there w a s  notice and solicitation of co~:ae3'rls 
in the Federal Regisier. The other 10 rsquests in 1981 were to 
Hong Kong, Korea, an3 Taiwan, for which there were no announce- 
ments in the Register. In 1982, public comments were received 
for 9 of the 20 requests in the Register, The other 20 requests 
in 1982 were to 'ong Kong, Korea, and Taiwan. A CITA official 
told us that no public comments were submitted on requests not 
publicized in the register. 

PuXic comments on the publicized requests came from a var- 
iety of parties, with as many as five separate submissions re= 
coiqed an a single request. Comments sspporting requests were 
received especially from textile and apparel traae associations 
(9 separate submissions), but also from inc'ividcal textile and 
apparel companies (31, and from the International Ladies' 
Garment Workers 'Jnion (1). While there was a total of 13 s e t s  
of comments submitted in support of consultation requesta, m l y  
4 sets of comments were submitted in opposition to requests-one 
from the American Association of Exporters and Importers, two 
frqm attorneys for individual companies importing the goods in 
question, and one from a group of companies belonging to the 
National Council for  Unit8d States-China Trade. 

14 



, I_ I 4  *'\ 
J L  

i 

The fact that imprterrr, retailers;- and othar parties who 
might oppose the consultation requests havo submitted so few 
public comnents is interpreted differantly by various partie#. 
A C I ' r A  ofcicial commented that the irnporters/retailers have lit- 
tle of subrtance to add to the decisionmaking process. But an 
official of the American Association of Exporters and Importers 
told us that it is a "fait accompli" when notice is published in 
the Federal Register: i.e., the request has already been made, 
and there haw yet  to be a request withdrawn in response to any 
public commects.3 He added that importers realize that they 
won't get any aatiscaction, and so don't even bother commenting. 
He also noted tirat, except for the largest importerir/retailers, 
compniss in iolved in textile and apparel importing are not 
"sophisticated encugh, 'I or don't have the necessary att0r;reys. 
The Association also argued that one cannot comment substantive- 
ly on information that one doesn't have, a reference to the fact 
that neither the market disruption statemente nor justifications 
for the requests had been made available to the public until 
June 1983. (See below.) 

I 

Notwithstanding the relatively Pew submissions of comments 
opposing particular cmsulfation requests, iinporters are con- 
cerned that such requests were made even though in their opinion 
CITA did not make "valid and reasoned determinations" of market 
disruption or the threat thereof. The American Asaciation of 
Exporters and Importers filed a suit on November 298 1982, al- 
leging that the requests for  consultations by CITA were arbi- 
trary and capricious. It referred to a December 1981 Department 
of Commerce solicitation to procure data from national consumer 
apTarel panels, noting that Commerce had admitted that "thara is 
a lack of sufficient and timely apparel production, sales, con- 
sumption, and price data . e . necesszry to identify and sub- 
stantiate market disruption resulting froin imports and to deler- 
mine and monitor currerit trends in apparel markets." 

The Association also said that CITA had failed to provide 
advance notice and ,opportunity for dffected parties to comment 
prior to making its market disruption determinations. Further- 
more, it noted, the United States failed to "provide, publishJ 
release or otherwiae ms:.:e avnf :able'' the market disruptian 
statements justifying the :quests (except for its November 1980 
release of a statement on two 1980 requescs to China). 

CLASSIFYCA?'ION OF MARKET 
DISRUPTION STATEMTNTS .- - 

During our review, the market disruption statements pre- 
pared by OTEXA had Seen claaffified as confidential by the OUSTR. 

3With respect to the 4 cases from our sample of 60 consultation 
requester where comments were submitted in oppositioa, none of 
those requests were withdrawn. 

.. . . 
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Our analysis of the statements indicatgd that an overwhelming 
amount of the material in them was publicly available. Whether 
the stateinents had been appropriately classified was important, 
because classification has been viewed by parties outside the 
government--primarily import.ers and retailers-as a means of 
covering up the fact that the statements do not reasonably de- 
monstrate findings of merket disruption. Mareover, importers/ 
retailers have argued that classifying the statements prevents 
them from commenting substantively on whether a particular 
consultation request is justified. 

In an ebffort to understand the rationale for classifying 
the disruption statemer,ts as conEi" sgtial, we raised the ques- 
ticrn of the appropriateness of c" mifisation with each of the 
five CITA agar.cies. In ac:,,2iti; . we initialed a request in 
Auaust 1982 with the I iformathn Security Oversight Office 
(I§O@) of the General Ser!rkes Administratf.on for asei;tance in 
reviewing the basis by which OUST2 classified the disruption 
statements. IS90 07 ersees implementation of Executive Order 
12356, entitled "Natiorial Secuity Information, " which was the 
basis for classification of the market disruption statements. 

At a June 1983 mcsting of the Management/Labor Technical 
Advisory Committee, C f '  rnnouxed the dscision to release mar- 
ket disruption state ?or public scrutiny immediately aftpr 
they had been presenl.- t.0 the appropriate foreign governments. 
The decision was tc co all statements da%ed after Ju;re lS, 
1983. In cadition, .2 OUSTR was to begin work to declassify 
statements dated prior to ,Tune 16,' 1983. 

OUSTR's rationale for classification cJf the statements \>re- 
pared during the period of our review, the results of ISOO's in- 
quiry, and other agencies' views as to the appropriateness of 
the classification procedures then in effect are discussed 
below. 

According to OUSTR, the statemsnts contained information 
falling under Section 1.3(3) (foreign government information) ar 
Section 1.3(6) (scientific technological, or economic matters 
relating to the national 3,)curity) of Executive Order 12356. 
In response to ISOO's inquirv, the Chief Textile Negotiator ex- 

7 plained that the statements contained items sensitive to the 
conduct of negotiations which were to take place: they were the 
"starting point" af C." iegotiations. Also, the statements con- 
tained informarion ti was received in confidence irom the for- 
eign governments or tdiat of ficiala o f  oUSTR or another U. S e 
government agency had learned from foreign government officjals. 
;inally, certain information in the statements was sensitive in 
that i t  could affecr 9on-textile trade relations with the %-?:1n- 
tries in qLestior. and/or U.S. relations with third countries. 

- 

In response to our inquiry, IS00 reviewed nine market dis- 
ruption statements dated June, Jl;ly, and August 1982 and con- 
cluded that they were'.justifiatJ.y classified as confidential. 
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'1500 noted, however, that OUSTR's marking of the documents wad 
r-ot in compliance wSth two requirecl.ent8 of the Executive Order. 
FirBt, t h  document8 were not portion marked; that is, clasrri- 
fied portions were not distinguished from the unclassified por- 
tions. Secund, the documents were designated to r-main classi- 
fied for a period longer than required: the Executive Order 
pi-ovidee that, at the time a document is classified, a specific 
dace or event fr-r declaseifkation shsu!d be established when 
such a d;te can be determined. The daclnssif~ication date estab- 
lished for tho 5982 disruption statements examined by ISOO was 
1987 6 '  1988. ISOO indicated that OUSTR should have established 
a dec:lassffication date based upon canpietion rf negc)tiationn. 

In October i 9 8 2 ,  ISOO requested that OUSTR pxtl"? mark the 
dis1:uption s l  T -cmtnts and thLl+. earlier declsrssiZicati$>ir dates be 
estah' ' rhed,  XP. aygmrent re gonse t; sn earlier informal re- 
quest x..4 lSOC,  OUATR $tarted portion larking the documents in 
Septem er 1982. Declasdification dates, however, remcined the 
same . 

' We excluded +.ha.:- the 1981 and -1oq2 statements consisted 
ovc n kieJ.mix..(.,, 1.y of infosaation that was ?ublicly available. Such 
init.'. -ation generally includd cwrreri;. import data from Com- 
merc ?';1' "Mi:..]ar Shippers Report" (a report based on Census data) ,' 
and p.:oc!uction and import data and importlproduction ratios over 
time' from a Commerce publication entitled ""T1.S . Production, 
Imports and Tmporc/Production Ratios For Cotton, Wool and Man- 
Made Fibe- Textiles and Apparel." T:'.e narrati?'e portions of the 
statements generally were basad on this mblic infoLmation. We 
found that the only  consistenv. exct;pt.ion w 0 3  in the statements 
wppOrtix1~ consultation requerts to Hems Kong, Korea, and 
Taiwan, w? ' 'I inclw9ed data on ' ? x p ~ ; ' ~ ;  authorizations isswd by 
the foreic, gove c- I-, . .Its. 

The Chief Textile Negotiator t.old us in December 1982 Lhat 
OUSTR still believed the market disruption stat2ment to be a ne- 
gotiating document and expressed surprise at the extent of in- 
terest over the statements. According to the Chief Fegotiator, 
it is v ir tua l ly  impossible to convince imporlers/retailcrs that 
a case for market disruption exists, since the progre I cot in 
t&-ir interest. The Commerce representative to CITA ..Ad us in 
C urary 1383 that l,e thought the disruption statements shGuLd be 
decldasified, either immediately after submission to the foreign 
government or at the end o f  the negotiations. H e  stated that if 
the statements were to be declassified immediately, the Import- 
ers/retailer s could dwslop information which might unduly raise 
ti e foreig.1 government's expectatians for a more favorable but- 
came in the ensuing consultations. The State representative to 
G T A  to13 us that, although he agrees that Lha import restraint 
program is a foreign affairs function, the stn-ements should not 
be clasaified. 

._ . . 
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In June 1983, CITA decided to release market disruption 
rta+%ments for public scrutiny immediately after presentation to 
the appropriate foreign governments. The decision was to apply 
to all stat?ments dated after June 15, 1983, and OUSTR was to 
begin declassifying statements dated prior to June 16, 1983. 

CONCLUSLOMS 

The structure of the present decisionmaking process for re= 
questing consultations 10 qanesally adequate. However, the pro- 
cess is weighted toward protecting dcmstic industry. Commerce 
and Labor representatives generally support protection of the 
domestic industry. Foreign policy concerns are provided through 
the State representative, and some balancing of views is prc- 
vided through the OUSTR. Treasury, which would be expected to 
take a position more consistent with that of consumers and/ar 
Lnporters/retailers, generally does not participate in the de- 
cisiomakihg process. 

Most of the material contained in the market disruption 
statements is pablicly available information. We believe that 
CITA'S June 1983 decision to release disruption statements for 
public scrutiny immediately after presentation t.o the appropri- 
ate foreign government is responsive to the issues we raised 
with the member agencies during our review. Although CITA now 
publicizes all consultation requests in the Federal Reqister, we 
believe tnat input from interested parties could be further 
facilitated by including the disruption statement or 'an abbrevi- 
ated discussion thereof in the Register notices. 

We recommend tbat the Secretary of Commerce direct the 
Chairman of CITA to include either the disruption statement it- 
self or an abbreviated discussioil of the justification for  the 
consultation request in the Federal Reqister - notice. 
AGENCY CCMMENTS 

All ClTA agencies except Treasury responded with written 
comments to our report. The agencies generally found the report 
to be comprehensive and balanced. IS00 agreed with our inter- 
pretation of its review and recommendations to OUSTR. The S t a t e  
and Labor Dep?.?.rtments supported the recommendation to publish 
the market disruption statement, or a m  abbrevia%ed discussion af 
it, in the Fedex,?l Reqister. Commerce stated thc,t it will con- 
sider pubLishina a summary of the statement in the Register. 

- -- 



, , (  CHAPTER 4 

BETTER DATA COLLECYION PROCEDURES ARE NEEDED 

CZTA's  data collection procedures do not provide the cur- 
rent and detailed data that would better support flndings of 
market disruption. Production data are dat.ed, employment data 
are not compatible with the textile and apparel categories that 
are the subjects of consultation requests, and assertions in thz 
disruption statements are vague concerning the current state of 
the market for the category in question. 

Government and private sector officials agree that there 
are weaknesses In the data supporting CITA's determinations of 
market disruption. A January 1982 'merce Departrnent solicita- 
tion for d a b  on consumer purchases noted that: 

"At present there is a lack of sufficient and timely 
apparel production, sales, consumption, and price 
data* This information is necessary to identify and 
substantiate market disruption resulting from im- 
ports and to determine and monitor current trends in 
apparel markets." 

Although data on imports are only 2 to 3 months old at the 
time a request is made, production data generally range from 
between 10 to 24 months old. Consequently, if productim has 
declined since the data were collected, by the time CITA makes a 
request the situation may have worsened considerably, to the 
detriment of domestic producers. Conversely, if production has 
increased from the time the data were collected, CITA may b.2 
making a request unnecessarily, to the detriment of importers 
and retailers. 

The makeup of the apparel industry makes data collection 
difficu.lt at best. The industry is dispersed (an estimated 
20,000 firms nationwide) with a large number of small producers 
supplying retail outlets on a local or regional basis. An offi- 
cial of the American Apparel Manufacturers' Association noted 
that many companies are still family-owned and that, smaller pro- 
ducers may not feel directly the effect of imports on the indus- 
cry and therefore not see the importance of supplying data.He 
added that there is a tradltmn in the apparel industry of not 
supplying date whicb could possibly be used by a competitor. 

Notwithstanding thcL.3 problems, we believe that there is 
both a need 2nd room for improvement. Moreover, given the pro- 
tection that domestic manufacturers axe deriving from import 
restrictions resulting from consultation requests, we believe 
that they should be prepazcd to provide data so that the re- 
quests that are made are well justified. The following sections 
describe the caA'rent data; calleetion procedures for domestic 
yoduction, employment, other market factors, imports, and 
prices and discus5 alternative procedures. 

.. . . 
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CENSUS PRODUCTION DATA 

The Census Bureau collects annual "domestic production data 
for apparel, aggregates it, and makes it available to CITA about 
10 to 1.2 months after the end of the caisndar year. Conaequent- 
ly, depending on when a consultation request is made, the data 
incorporated into CITA's market disruption statement could be 
between 10 and 24 months old. In addition to the annual data, 
Census collected less comprehensive monthly data on apparel 
manufacturing through December 1981, when collection was dis- 
contimed due %o budgetary considerations. Census resumed col- 
lecting such monthly data in January 1963. Representatives af 
importers/retailers and domestic industry alike expressed their 
confidence in the accuracy and thoroughness of the annual Census 
data and in the confidentiality of Census procedures. It is the 
age of the data they are concerned about. 

There are 3 separate annual surveys: men's and boys' out- 
erwear, women' 8 and children's outerwear, and underwear and 
nightwex. For the annual data, Census innails a questionnaire to 
all. known apparel ranufacturers, jobbers (those having garmenes 
inade for thzm by coatractors 1 and government contractors (those 
mki n g  garments for the Pederd and stmte governments from gov- 
ernment-furnished materials\. Data are not requested from es- 
tabliGhmants with 5 employees or less. There are about 4,000 
reporting units in total f o r  the 3 annual surveys. The quss- 
tionnaire-a computer-impzinted form with the company r.ame and 
data reported during the last 2 yeass-is mailed out in u'anuary, 
for completion anti return in 30 days' It asks,for cuttings data 
and dollar values of net shipnents by product code. There are 
breaktowns by fabric fi.e., cotton, mannrada fiber, wool, and ali 
other) and, in some ceses,  knit and woven fabric are diiferenti- 
ated. The product codes are 7-digit numbers, with the first 4 
digit3 representing the Standard Industrial Clzssification code. 
At Commerce, O T E m  processes the annual data from product codes 
into the 55 dif f e r s n t  apparel categories for which consultation 
requests are made. 

There are three follow-ups to the questionnaire by mail anc' 
one by telephone. The final response rate is about 90 to 95 
percent by line item. The processed information is not actually 
released to CITA until October, Ncvember, or December of the 
following year . 

W i t h  respect to manthly surveys, it should be noted that- 
the Secretary of Zonmerce is authorized to conduct sur7,eys to 
provide ''annual and Gther interim currmt. data'' on subject6 au- 
thorized for census coverage . Although tihe Secretary is empow- 
ered to make monthly 3urveys, Lhe penalties for non-disclosure 
of information requostad by Censue do not: apply to surveys taken 
more frequently than annually (13 U . S . C .  6 223-325). According- 
ly, responAing to monthly surveys is voluntarv. 

The mn.thly apparel production data that Census had col- 
lected through Decm5er 1.981 had a 90 percent cut-off sample. 

.. . 
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Thus, for each product code, information would be collected from 
as many reporting units as necessary to. pgrmit 90 percent cover- 
age of that product code. About 900 unite were sampled in to- 
t.al--about 450 each for men's apparel and for women's, misser', 
and juniors' apparel. The sampled units were a8ksd for data on 
cutting of selected garments and for shipments of sweaters. The 
men's apparel summary lrhowed cuttings data for 15 garments and 
the women's for 8. There was no breakdown by fiber of fabric or 
whether the fabric was knit or woven: conmequently OTEXA was not 
able to put the data into the MFA apparel categories on w)lich 
requests are made. Summa~j information was published about 45 
to 60 days follcmi,ng the reporting month. According to Census 
officials, the response rate varied by line item but averaged 
GO to 65 percent in term8 of cuttings. If the response rate 
fell under 50 percerk, the summary information would not be 
published. 

T5e collectior? of monthly apparel data resumed In January 
1983. The combined sample of men's apparel and women'a, miss- 
es', and juniors' apparel, cordsting of about 1,000 reporting 
unite, represents about 50 percent of production for each line 
item (12 men's and 9 women's ga,ments). Again, the forms ask 
fo r  cuttings data (or shipments data for sweaters), and there 
is 110 fabr9.c breakdown by f iber .  Consequently, the summary data 
will not correspond to the MFA apparel categories. 

Census also collects textile prodxtion data through quar- 
terly and annual surveys for broadMoven fabrics and annual Bur= 
veys for knit fabrics. The .firms surveyed report in sufficient 
detai3 for OTEXA to aake B concordance between the approximately 
175 li,:e items and the 43 different MFA textile categories. The 
overall r=,sponse rate to the quarterly survey on broadwoven fab- 
T ~ C  is about 75 to 80 percent. Only thoscj fi rm  Lhat do not re= 
q s n d  to the quarterly survey are asked to respond to the annual 
survey. Overall response for the annual and quarterly surveys 
on braadwoven fabrics is about 90 percent. The response rate 
flx the annual survey cn knit fabrics is about 90 percent. Sur- 
vey results are in usable form about 3 months after the end of 
the quarter for the quarte ly surveys, about 6 to 7 months after 
the end of the calendar year for the annual Sroadwoven smvey, 
and almost a year after the end of the calendar year for the an- 
nual kntt survey. Respondents totaled about 400 on the brc-id- 
w o v m  su-veys and about 1,300 on the knit surveys. 

BLS EMPLOYMENT DATA -- 
The Labor Department's Bureau of Labor Statistics (BLS)  

co; icts employment Sata which are relatively t.imely, but since 
t h e  data are not EiSer-specific, they are not compatible with 
the textile and npparal cdtegories which are ,the subjects ef 
consultations 

BLS makes monthly establishment surveys for employl,rent I 
puyroll, and hours in 20 selected manufacturing sectors, includ- 
ins textiles and apparel. Znclcrdsd in the monthly tabulatione .. . . 
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cf survey results are monthly data and annual avsragea for em- 
ploymer,t, marnings (average weekly and average hourly) and hours. 
(average weekly and average overtime):. .. 

Usinq the Standard Industrial Classification system, the 
data is krrokon down into 18 separate categories for Laxtile mill 
products and 20 categories for apparel. The results If a month- 
ly survey of a sampling rr€ firms are published within 2 months 
of the period for which the data are collected. Although rela- 
tively timely, the employment data are not fiber-specific. A 
BLS official told us that it would be extremely difficult to 
obtain employment data by specific product anz fiber material. 
Establishmento surveyed ere classified by primary activity: data 
for a single establishment would be included in cnly one of the 
38 categories, even though the goous it produces might wsll fall 
into 2 or more of those categories- 

OTHER GATA ON THE DOMESTIC ECONOMY -- 
Census productio,x data and BLS employment data are the data 

most consistently used by CITA in determining market disruption, 
In addition, OTEXA officials iloted that representatives of 30- 
mestic industry, labor, importers, retailers, and trade associa- 
tions are consulted, either by telephone, or in the technical 
advisory committee meetings held about. monthly One OTEXA offi- 
cial noted that the disruption statement is developed from a 
trariety of sources, including the Daily News  Record, Textile 
World, and other trade journals; theee provide germgal market 
data; for exaiaple, that demand is weak. 

Annex A of the MFA lists 10 factors re1atir.g to the state 
of the industry which are to be examined in deterndning market 
disruption. An OTEXA official noted that information on many 
of the factors may he available for the industry as a whole but 
not at the specific category level. He tdded that domestic 
industry officials provide some data and that, with rscjard to 
its credibility, if 9 of 10 companies indicate, for example, 
that capacity utilization is low, then this i s  a "pretty good 
indication." Another OTEXA official told us that a problem with 
industry data is that it may be .company proprietary; if only a 
handfui of companies produce a particular category of goods, 

D then publicizing this data could cause market speculation by 
competitors. 

L It is not only importers and retailers who are concerned 
with the collection of data used i-n preparing market djsruption 
statements. Domestic industry, and esFecially the trade associ- 
ations representing it--has emphasized the need for current in- 
formation so that market disruption may be demonstrated at a 
sufficiently early point in time. In the fall of 1982, the 
American Textile Manufacturers Institute began collecting pkc- 
duction data on a confidentLa1 btlsis from its appraximately 2Q0 
member companies. Data are aggregated and sent  back to con- 
tributing firms. According to the Institute, there are about 
5,000 textile firms in the United States, kith thd largest firm 
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accountin5 for about 6 percent of total prodaction. ~n one firm i ' !  

dominates domestic production, but the Institute estimates that 
the top 200 textile companiers (L:oincid&ng. roughly with its man- 
bership) account for about 85 percent of tcltal production. 

The American Textile Manufacturers Institute surveys its 
member companies with varying frequency (from weekly to quartet- 
ly), requesting data on production, inve~tories, and unfilled. 
ordero. Aggregate information is available within a month of 
the reporting period. The Institute captures between 50 and 100 
percent of production for the catescrries for which it collects 
information. We were told that these categories correspond 
closely to about a dozen of the 43 MFA textile categories. The 
Institute told us its al3gregate data would be available to the 
U.S. Government if requested. 

As noted earlier, collecting production data for the appar- 
el industry is a far more difficult process than for the textile 
industry due to the large number of small producers. The 
National Cotton Council collects data on apparel production. 
Reports are published around July of each yearc with Fdentifica- 
Lion of production by fiber content. The data are base6 on a 
sample of about 700 manufactvers who identify the percentage 
increase (or decrease) in produztion from :he prior year. The83 
percentages are then applied to Zko prior year's census data to 
produce current year eetimatcc These estimates are revised in 
the subsequent year's rep0.t to rerlect Census figures. 

CONSUMPTION DATA 

In December 1981, Commerce solicited bids for data on con- 
s u e r  purchasee of apparel. In DecemSer 1P' .. contrict was 
signed batween the Comzerce Department and rket Research 
Corporation of America. The Corporation ts data from 
about ll, 500 households throughout the Unite&. .df:en, based on 
demographic composition. It collects data from consumers who 
keep diaries of purchases, aggregates the data, and projects the 
quantity purchased and dollar value to the national level. For 
apparel, the consumer is asked to identify the fibers (and par- 
centages of +.hose fibers) in garmanta purchased and to indicate 
whetP;r the garment is imported (namea of individual countries 
are not requostec'). The data are available in aggregete form 
approximately 6 weeks after the Close of the month, and rosulto 
are sold to marketing officials at all stages of the textile 
pipeline; i.eoI retailers, manufacturere, mills, acd r'lbsr pro- 
ducer~ . 

The Market Research Corporatior of America has prepared a 
concordance, or match, between its 3,000 to 4,000 product codes 
and the 65 MFA apparel catogorier. According to an OTEXA of f i -  
cial who haa cantacted various users of the Corporation data, 
aggregate levels indiL:ated by the Corporation may be inaccurate 
and imports are probably understated, but trends (percentage 
changes) are considered fairly accuraLe. According to tne same 
official, if the concordance i s  satisfactory, O'L'EXA will receive 
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its first data C x  . the Corparathi in the Bummer of 1983. Pre- 
cisely haw the data will be used irr OTEXA is unknown, but it may 
be used as an indicator uf domestic production. .. . . 

Importers and retailers believe that consumer data are in- 
adequate as a measure of the state of tke domestic textile and 
apparel industries. They note that such data are derivative and 
cannot substitute for direct data obtained throrgh producers' 
questionnaires. Furthermore, we were told that, due to varying 
labeling practices, consumers may be unable to accurately deter- 
mine whether particular garments are produced domestically or 
are imported. 

IMPORT AND PRICE DATA 

The Bureau of Customs and the Bureat-. of the Census collect 
textile and apparel import data. The importer of r.sc0r-d pre- 
pares a document (Customs Form 7501) describing the merchandise 
being imported. This and other statistical information is veri- 
fied by Cus',ams officers, and a copy of the form I s  sent to 
Census tor statistical processing. Customs Form 7501 records8 
the Tariff Schedule of the Ynitsd States Annotated (TSUSh) num- 
ber. Census officials told us that between 2,500 and 3,500 
TSUSA numbers are actively used and processed for statistical 
purposes in the textile and apparel area. OTEXA has prepared a 
concordance between the TSUSA numbers and the 108 MFA categor- 
ies. Census makes the tabulations and furnishes them to OTEXA 
within about 30 days 0:. the reporting period. OTEXA then pre- 
pares the monthly Major Shippers Report, which cites, in de- 
scending order, muntries whose imports of each category exceed 
certain amounts for the year ending as of the reporting period. 
These amounts are one million square ytrds equivalent Eor cotton 
and man-made €iber textiles, 700,000 for cotton and man-made fi- 
ber apparel, and lO0,OOO for wool textile and apparel products. 

A second document prepared by OTEXA is the Performance 
Report which matches Customs and Census data against quotas spe- 
cified in the various bilateral agreements. This report is 
available within 6 weeks of the reporting period for the Census 
data described above and within 2 weeks for Customs data main- 
tained on irrprts of coctrolled categories only. All these data 
collected through Customs and Census are publicly available. 

Additional data on imports are obtained for Honq Kong, 
Korea, and Taiwan. As specit'ied in the bilateral agreements 
with these countries, these governments notify the U . S .  Govern- 
ment of export authorizations issued on a weekly (Hong Kong and 
Taiwan) or monthly (Korea) basis. This information, received in 
confidence from the foreign government, is not publicly avail- 
able. It enables CI'I'A to request consultations with these sov- 
ernments before the goods are actually shipped to the United 
States. Such data, if available from other exFxting countries, 
would be Omeficial to CITA deliberations. 

.. . . 
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Price data are important because Annex A of the MFA re- 

quires that a odetermination of market disruption be based on a 
finding that actual or threatened injury is caused by an in- 
crease in imports or by those products being offered at prices 
Rubstantially below chore prevailing for similar goods of com- 
parable quality in the importing country's maslcet. With respect 
to Aomastic price data, an OTEXA official told us that, when a 
consultation requeat is being considered, publications such as 
Inside Textilesf Daily N e w s  Record, and Textile Week are con- 
sulted and that telephone c~l1.s are made to U,S .  manufacturers. 

For impost price data, OTEXA established a computerized 
system whereby data from Censbs are used to determine import 
unit values. We were told that, while these may be used as 
proxies of import prices, a word of caution is appropriate. Be- 
cause the values are often based an a weighted average of het- 
erogeneous products clabsified within the same TSUSA number, 
a change in the composition of imporb will change the unit 
value, which is calculated as the value of imports divided by 
quantity" even if prices of products within the TSUSA number 
are unchanged. 

ALTERNATIVE DATA COLLECTION PROCEDURES 

Representatives of importers and retailers have recomme.:ded 
that the International Trade Commission (ITC) be assigned re- 
sponsibility f o r  collecting domestic industry data through ques- 
tionnaires based on MFP. categories. They note ITC's broad ex- 
pertiee in collecting and e-i'alusting domestic industry data and 
its reputation as am independunt and objective agency. 

In respciiso to a request from the Subcommittee on Trade, 
House Cormittee on Ways and Means, the ITC in Vnrch 1982 devel- 
oped cost estimates for quarterly and annual monitoring of the 
textile and apparel Industries. The estimates were Based on the 
assumption that data would be collected on a quarterly and annu- 
al basis for exports, domestic shipments, imports by U . S .  produ- 
cers for own use, and employment. Annual data ~ltould include 
information on average prices and an indication of productivity. 
ITC estimatsd that results of both the quarterly and annual sur- 
veys would be publicly available within 3 months of the report- 
ing period. ITC would not collect data on profits, capacity, 
research and development, and investment because it believed 
that such data were not available Prom industry on am MFA cate- 
gory basis and that attempts to collecl it would "at best lead 
to sporadic returns with little hope that the numbers would have 
any bearin<( to actual operations in J. particular company." 

ITC estimated its budget costs as follows. 

--$14U,OOO in annual costs for coverage 0. the 40 
largest MFA categories in terms of imports (88 
percent of 1983. imports of MFA category products 
measured in square yard equivalents). 

.. . 
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--$215,000 far coverage of the 60 largest categories 

--$272,OaO for the 80 largest categories (99 per 

(96 percent). 

cent) 

, .. 

--$45,000 to $55,000 additional in start-up costs, 
depending on coveraqe. 

An ITC official told us that a stratified sample would be 
favored, with 100 percent coverage of the top 20 cr 30 companies 
for each category and a statistical sample of the rest. There 
would be separate questionnaires for each category, but Lhey 
would be fairly standardized. The official added that the pro- 
posed investigatioa would be computerized and tar more stream- 
lined than the normal ITC investigations. The greatest diffi- 
culty with data callection woulu be to make the distinction 
betwaen fibers: producers generally do not, keep data on just 
cott0.n shirts or just rnanmade fiber shirts. Another problem 
stems from the blending of fibers, e.g.8 65 percent polyester, 
35 percent cottan. With respect to imports, i€ cotton accounts 
for the primary dollar value of an item, it is considered cot- 
ton, even if the material iF less than 50 percent cotton. For 
domestic production, cn the other hand, the material is consjd- 
ered cotton if the greaLer percentage is cotton. 

Miother alternative to the present data collection proce- 
dure% would be for Census to collect data more frequently, 
(semi-annually, quarterly, 3r monthly), in enough detail for a 
concordance to be feasible between the Census line i te m and the 

. MFA categories. The Chief of the Industry Division at Census 
estimated that it would cost between $150,000 and $200,000 for 
semi-annual surveys, between $225,000 and $300,000 for quarterly 
surveys, and between $SOO,Or)O and $60G. 003 for monthly surveys! 
of apparel production, assuming the same line items as in the 
existing annual survey, with results fitting into the 64 apparel 
categories. These costs do not net out the $2258000 annual 
costs incurred for the monthly apparel survey that Census is 
making this year and which would be unnecessary if the detailed 
monthly survey described above were made. Although there may be 
some 1,000 line items in total, an individual establishment 
would probably produce and report on no more than 15 to 20 line 
items. Costs assume a sample size of about 2,000 establish- 
ments, allowing for 85 to 90 percent coverage in terms of pro- 
duction. A Census official told us t.hzc a goal would be to have 
data available 60 days after the end of the month for the month- 
ly survey cnd 90 day8 after the end of the rttportinj period for 
both the quarterly and semiaiinlaal surveys. Estimated roaponse 
rate, assuming extensjve telephone follow-up, i3 65 to 70 per- 
cent. 

Census o f f i c i a l s  noted that it would he very difficult to 
get monthly or quarterly apparel data in the same amount of de- 
tai.1 ips the annual data since it would not be mandatory. Also, 
any monthly collection of apparel production data compatible 



* J@ 
fi; with the MFA categories would have to compete with other survey8 

funded from Census' information collection budget. Finally, tho 
Office of Management and Budget would have to approve such an 
ir?formation collection request. To make response mandatory, 
Congress would have to enact legislatron. 

'h 

CONCLUSIONS - 
Up-to-date production data is important to CITE- delibera- 

tions in assessing the impact of currant imports. Census has  
reinstituted a monthly apparel survey; however, its categories 
are not compatible with the MFA categories. Although there is 
merit to the ITC data collection alternative, we believe it is 
preferable that Census should begin collecting data compatible 
with the MPA categories on a quarterly basis since it is already 
collecting such data on an annual basis. The cost would approx- 
imate that of the monthly survey being made by Census this year. 
Although there would be some increased burden on domestic manu- 
facturers, we believe that such costs are justified in the light 
of the bepefits that manufacturers derive f r m  import restric- 
tions resulting from consultation requests. If Census finds 
thst information obtained from domestic manufactwers on a vol- 
un.?ry basis in not sufficient for statistical validity, then 
the Secretary of Commerce should request Congress to enact leg- 
islation making response mandatory. 

AGENCY COMMENTS AND OUR EVALUATION .- 
In ou; draft report, we proposed that Census begin collect- 

ing production data on a monthly basis. In cohmenting on our 
Araft report, the State Department sapported the recommendation 
that more current production data is needed. Labor observed 
that monthly reporting would substantially improve CITA's abili- 
ty to evaluate conditions, but added that the specific recommen- 
dation would "probably have to be worked out between OTEXA and 
Censas." Commerce replied that both CITA and the White House 
Interagency Working Group on Textiles and Apparel have consid- 
ered monthly mandatory reporting and concluded that it would be 
an unnecessary burden both on the domestic industryT and the C m -  
sus Bureau. Commerce indicated that the Working Group would re- 
commer 1 quarterly reporting instead. Census noted its "serious 
reservaticns abouL whether such detailed information can be col- 
lected monthly." Based on comments of Commerce and Census, we 
have reconsidered o w  proposal and concluded that quarterly col- 
lection or' production data by Census would be an acceptable com- 
promise. 

I- 

'Congress has enacted legislation making response mandatory on 
monthly surveys in only a few cases, including fats, oils, and 
cotton. 

.. I 
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. . .. REC3WNDATI ON 

Ws recommend that the  Sezretary of Commerce direct the 
C ? S ~ ~ X A ~ A  o f  CITA to arrange with Census to Segin collecting data 
compath.’.e with the MFA categories on a quarterly basis. If 
Census finds that information obtained from domestic: manufactur- 
ers on a voluntary basis is not sufficient for statistical Val- 
idity, then we recommend that the Secretary of Commerce request 
Congress to enact legislation makiny such response mandatory. 

.. . 

28 



CHAPTER 5 

&MARKET DISRUPTIOS STATEMENTS 
COULD BE MORE PERSUASIVE - 

According to the MFA, a detailed factual 
strating market disruption mrmt accompany each 
sultations made to a foreign government with 

statement demon- 
request for con- 
the objective of 

restrictin9 imports. Under Annex A of the Arrangement-, a deter- 
mination of market disruption must be based on (1) a finding ~f 
actcal or thrsatenod inju.ry to tho domsstic industiry based on an 
examination of factors (specified in the Annex) relating to the 
state of that industry and ( 2 )  a finding that the actual or 
threatenea injury i8 caused by (a) a sharp and substantial in- 
crease or imminent increase of imports of particular products 
from particular sources and/or (b) those products being offered 
at prices siibsta.ntially belcw those prevailing for similar goods 
of comparable quality in the market of the importing country. 
The Annex does not limit t.ha relevant injury factors to those 
listed or require that. each factor be eximined; they are given 
only as examples of "appropriate factors" bearing nn the state 
of the domestic industry. 

We found that, although CITA addresses the factors outlined 
in Annex A, the information used on the domestic economy is 
0.7.' n dated and/or not compatj ~ l e  w i t h  the categories a% iltT.ports 
tl may be restricted and ,nus lessens the persuasiveness of 
t' isruption ctntcments. 

REQUESTS MADE IN 1961 AND 1982 

We reviewed all markqt diiruptiofi detsrminatia statements 
prepared by BTEXA which supported requests for consultati,ons 
made during 1981 and tho first 1.0 months of 1982.' C;f Lhe 20 
requests made in 148i, 15 were fo r  apparel categories and 5 for  
textile cstegories. Of the 40 rsr;ucs&s made in the i982 psriod, 
36 were for apparel categories and only 4 for textile categor- 
ies. This reflects the roletive competit.ivenesa of the domestic 
textile industry compared with the domestic zippare!- indx,+xy* 
The number of: requests by exporting country is shown kielow. 

Number of Consultation Requests - -- 
cot.ntry 

Hong Kong 
Taiwan 
Korea 
China 
Sri Lanka 
Japan 
Mausi t i u s 
Hungary 
Indonesia 
Maldives 

.. . 
Totals 

- 1981 

2 
5 
3 
5 
3 
0 
2 
0 
0 
0 - 
.a 

1982 

3 
8 
9 
12 

0 
1 
3 
3 
3 
1 

-- 

- 

Total 

5 
13 
12 
17 

3 
1 
2 
3 
3 
1 - 
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COWSiDERATION OF MFA REQUIREMZNTS 

. .  

In determining injury, Annex A pruvides that the findin7 of 
market disruption may be based on either actual or threatewd 
injury to domestic producers. In the Annex, the examples of 
factors to be examined in assessing the state of the domestic 
induetry are turnover, merket share, profits, export perform- 
ance, employment, volumo of disruptive and other imports, pro- 
duction, utilization of capacity, productivity, and investWi:ls. 
The Annex daes not limit the relevant factors to chose list-ld or 
require that each factor be examined; rather, they are given 
only as examples of "appropriate factors" bearing on the slate 
of the domestic indust-y. 

Annex A addresses the injury and causation elements of mar- 
ket disrupticn separately and requires that both elements be an- 
alyzed in all market disrupt.ion determinations . Accordingly, 
the injury factors reievant 1.0 the state of the domestic indus- 
try must be examined in each case, regardless of whether the 
basis for the request fa r  consultations is actual or threatened 
injury. It would not be sufficient to rely on the causation 
factors-those relating 20 impcrt activity-to establish p r  .D- - se 
a threat of serrous damage. 

In determining whether the injury is caused by baiport ac- 
tivity, Annex A lists two factors to be considerel: a surge in 
irnport activity and sales o f  imports at prices substantially be- 
low tlioso for similar goods of comparable quality in the import- 
ing country. Paragraph iI states that those two €actors "gerer- 
ally appear in combination,'' implying thereby that both do not 
have to be present in any particular case. The Commerce Depart- 
ment's position Is that CITA need Tot demonstrate both criteria 
in every case. In our view, Commerce's position is a reasonabla 
interpretation of Annex A. 

We found that both causation factors (wnether the injury is 
caused by a surge in import activity from the country in ques- 
tion and whether injury is caused by imFort.5 a' L.rLcer, ciibstm- 
tia3.l.y below those for similar goods of comparable quality) A : Z ~  
2 or 4 of the 10 injury factors were addressed in disruption 
statements preparsd in support Qf the 198i and 1982 requests. 

Fur the first causation factor-a suzge in import activity 
froni the country in queotion--1981 statements included data 
showj.,ny a change in import activity in 19 o f  the 20 requests 
made in 1981 and in all 40 requests made in 1982. Data included 
percentages of change L i  the vol-mes of irnpor2s from the previ- 
ous Lo tire current year. With a one or two month lag, d&ta was 
presented on a "year-ending" and "ye3r-to-date" bas i s :  i.e. 8 if 
a request was mzde in August 1982, data would compare imports 
for (1) July 1, 1981 through June 3@,  1982 with those for July 
I, 1980 through Jurie 33,  1981 and ( 2 )  January 1 through June 30, 
1982 w i t h  those for January 1 through June 30, 1981. 

t 
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For the 8ecOnd causation factor-import prices subatantial- 
ly below those those for similar goads-t comparison of -1 ;.:es 
between the imported and similar gooda In %he U.S.  mr Was 
included in ail statements for requests mnade in 1983, ~982. 
1 merally prices of one or Imre specitic TSUSA art; (.. ., 

indicated for  imports from the country i n  question, fc. '.mpo. 
from an average of 4 other countries, and *or articles produc 
in the Uniteci States. 

We found that 6 c f  the 10 ir,jury factors listed as examples 
in Annex A of t h  MFA were rarely ir dver addreseed-turnover, 
profits, expork pc- formance, utilization af capacity, productiv- 
ity, and investments. Three of the other 4 factors-production, 
market share, ar,d -7olume of disruptive and other imports-were 
addres%w? i.n all instances as shown below. 

Number of statements in which 
factor addresswd 

1962 Total - 1981 - Factor -- 
Production 20 40 63 

E;np 1 o p e n  t 1 19 20 

Market share 20 40 60 

Volume of imports 20 40 60 

A facto, not rpecifically listed in the MFA, but included 
in OT3XA's analysis, was the import/production ratio. This 
ratio indicates the volume of total imports, measured in square 
yard eqLivalents of the . ,egory divided by the volume of domes- 
tic production in square yard equivalents of that category. 
CITA reoresentatives indicated that this factor, along with do- 
mestic production, empF.cryment, and mark-et share, was an Lvpor- 
tant element in the determination +.o 'make a requr: st. The 
irnport/production ratio compsres the volume of imports of a par- 
ticular category with the volume of domestically produced goods. 

SUPPORT FOR FlNDINGS 

While OTEXA addresses both causdtion and injury factors as 
outlined in Annex A of the MFA, information used on the domestic 
economy is often dated and/or not compatible with the categories 
of imports that ~:ay be restricted and thus lessens the persuas- 
iveness of the disruption Statements. thwgh production 
data and, t.0 a lesssi extent, employment data, are included in 
the statements, there ; ~ r a  problems in the quality of both types 
of data in terms of supportin9 a determination of market disrup- 
tion. In addition, lack of documentation as to why other major 
suppliers of the category heing restricted have not been the 
subjects af requests further detracts from the persuasiveness of 
the statements . 

r 
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The "actual" production data in the disruption statements 
were generally between 10 and 32 months old. "Eetimated" or 
"preliminary" production data were more recent -under 10 months 
old. The employment. data, although relatively timely, were not 
compatible with the MFA cateyories because the data were not 
fibir meci,fic . With. respect to the imyort/production ratios, 
sinGe tne denominator of the ratio Is the volume of domestic 
production, the ratios ir_ the Statements were as dated as the 
domestic production data. The ratios based on "estimated" or 
"preliminary" production data were more recent. Although we 
agree with CLTA officials that these ratios and trends in the 
ratios over time are significant, we believe thAt they are of 
limited value unless a ratio that is relatively current at the 
time the consultation request is made is included in CITA's 
analysis. 

Informatian on import market shares and volumes of imports 
from the ccuntries it1 question, total U.S. imports, and imports 
of other major suppliers was relatively current (generally only 
2 months old) at the time or' the request.. For the 20 requests 
made in 1481, the most current data in the statements showed a 
narket share for the country in question, ranging between 1.2 and 
69 percent, with the count,y radcing between 1st am3 11th cmong 
a l l  exporters to the United States of the category in question. 
For the 40 requests made in 1982, the market share for the 
country in question ranged between 1.4 and 47 percent, with the 
country ranking between 1st and 13th among a l l  exporters to the 
United States. 

We reviewed the disruption statements to determine if they 
indicated whethsr (1) the United States imported the category in 
question from other countries in even greater quantities than 
from the country in question, ( 2 )  these other countries were al- 
ready controlled through specit-c limits, designated consulta- 
tion levels, ar some other mechanism, and (3) whei? there were 
othcr iincontrolled suppliers, there were any indications as to 
why t h y  had not been the subjects of consultation requests. 

Other countries had greater shares of the U . S .  market ac- 
cording to 17 of the 2C requests made in 1981. In 10 of thet=e 
cases, the disruption statements did not indicate whether im- 
ports fror such countries were restricted. In 4 of the other 7 
cases, there werd indications t.hat imports of other larger sup- 
pliers were restrizted. In 1982, other countries had greater 
shares of the U.S. market according to 36 of the 40 requests. 
In 8 of these cases1 the statements d i d  not indicate whether im- 
ports of such countries were restricted. In 25 of the other 28 
cases.. there were indications that imports of other larger sup- 
pliers were restricted. Although there was significantly morc 
information in this regard for 1982 requests than for t?ose made 
in 1981, we believe there is still. nee2 for improvpment. 

We examined in further detail several cases for which there 
were indications that major suppliers were not controlled. For 
an uctober 1982 request, information in tho di,sruption statement 

. .  
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indicated that the country in question was the 4th largest sup- 
plier for the year ending July 1982, accounting for 3 percent of 
total U.S. imports af the category. ' The 1st and 3rd largeat 
suppliers, accounting for 24 and 16 percent, rsspectivelyr of 
total impcxts, were dot controlled, according eo iArformation in 
CITA files. 

I 

1.iformation on other countriea with greater shares of the 
U.S. market should be considered in justifying a finding of mar- 
ket disruption caused by imports from a particular country. 
When a consultation request is made, the question arises as to 
how CITA 13 handling the imports of other larger suppliers of 
t h e  same category. If such suppliers are already controlled 
through specific limits, designated consultation levels, or some 
other mechanism, then the request would be better supported. If 
larger suppliers are not controlled, then the question arises as 
to why they are not subject to requests. There may well be 
valid reasons for not doing so, such as prices which are not 
substantially below U. S . producer prices or foreign policy con-, 
siderations . These reasons, however, should be explained in 
files supporting the requests or in the'market disruption state- 
ments. 

For price differentials, 1981 market disruption statements 
showed import values ranging widely-from 13 to 83 percent below 
U.S. producer prices for partkular TSUSA numbers. In 1982 
statements, import values ranged from 9 to 71 percent below U . S  
producer prices, and in one statement the import value indicated 
was only one percent below the U.S. producer price. 

CONCLUSIONS - 
OTEXA appears to be satisfying the legal requirements in 

terms of addressing both the injury and causation factors out- 
lined in Annex A of the MFA. However, the information in the 
disruption statements on the domestic economy is often dated 
and/or not compatible with the categories of imports that may be 
restricted, thereby lessenin9 the persuasiveness of the state- 
ment.s. Also, lack of documentation in either OTEXA files or in 
the statements as to why other major suppliers of the category 
being rertricted have not b e m  subject to requests further de- 
tracts from the persuasiveness of the statements. 

We believe that support for a finding of market disruption 
should include not only data indicating an increase in imports 
from t n e  country in questicln and/or sales at prices below those 
for similar goods but trlso relatively currant data indicating 
the state of the domestic industry with respect to the particu- 
lar category. As recommended in chapter 4, there should 'be 
recent data for domestic production which is fiber specific. 
This type of data is presently being collected on an annual 
basis by the Bureau of the Census. Finally, if a request for 
consultations is made to a particular country for a particular 
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category, there should be docGmentation, either in che files or 
in the disruption statement, indicating why other major suppli- 
ers of that category have not been the'subjects of requests. 

RECOWNDATION 

We recommend that, when a consLltation request is made, the 
Secretary of Commerce direct the Chairman of CITA to ensure that 
documentatim is included in the OTEXA €iles and, to the extent 
practical, in the disruption statements, indicating why other 
major suppliers have not been the subjects of requests. 

AGENCY COMMENTS 

The Labor Department noted that all member agency files 
should include CITA statements noting why other major suppliers 
are not the subjects of consultation requests but added that 
inclusion of such statements in the disruption statements could 
compromise negotiations and raise foreign economic policy prob- 
lems. Commerce stated that it would propose that CITA discuss 
incorporating information reflecting the restraints on other 
countries in the disruption statements. Coinmsrce added that ir 
would document t.he reasons :;ny other major suppliers in a parti- 
cular category havc not been subjected to restraints. 

L 
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COMMITTEE ON WAYS AND MEANS 
US. HOUSE OF REPRESENTATIWES 

WASHINGTON, D.C. 20515 

SUBCOMMll7EE ON TRADE 
- 

March 1 7 ,  1982 

H o n o r a b l e  C h a r l e s  A .  Lowsher  
C o m p t r o l l e r  G e n e r a l  
G e n e r a l  A c c o u n t i E g  O f f i c e  
4 4 1  c1 S t r e e t ,  N.W. 
W a s h i n g t o n ,  DC 205413 

D e a r  C o m p t r o l l e r  G e n e r a l  B o w s h e r :  

I n  r e c e n t  hearing6 b e f o r e  my Sl rbcommi t t ee ,  a n d  i n  s u b s e q u e n t  
c o r r e s p o n d e n c e ,  r e p r e s e n t a t i v e s  of t h e  MFA C o o r d i n a t i n g  G r o u p  a n d  
t h e  A m e r i c a n  A s s o c i a t i o n  Q f  E x p o r t e r s  a n d  I m p o r t e r s  T e x t i l e  a n d  
A p g a r e l  Group  d i s c u s s e d  v a r i o u s  p r o b l e m s  t h e y  s e e  i n  t h e  i m p l n -  
m c n t a t i o n  of t h e  M u l t i f i b e r  A r r a n g e m a n t  ( E I P A )  b y  t h e  D e p a r t m e n t  
o f  Commerce. A b a s i c  c o n c e r n  of bot 'n  g r o u p s  is t h e  pxobiards t h e  
Commerce D e p a r t m e n t  h a s  e x p e r i e n c e d  in o b t a i n i n g  o b j e c t i v e ,  
r e l i a b l e  data upon w h i c h  to make import r e l i e f  d e c i s i o n s  u n d e r  
t h e  d F A .  T h i s  p r o b l e m  h a s  b e a n  a c k n o w l e d g e d  by Commerce o f f i c i c l s ,  
a n d  has b e e n  t h e  s u b j e c t  of l i t i g a t i o n .  They  a r e  a l a o  c o n c e r n e d  
a b o u t  t h e  n e e d  for i m p r o v e m e n t  i n  Commerce D e p a r t m e n t  p i o c e 3 u x E  
r e l a t e d  t o  t h o s e  d e c i s i o n s .  

The p u r p o s e  o f  t h i 6  l e t t e r  is t o  r e q u e s t  t h e t  t h e  G e n e r a l  
A c c o u n t i n g  O f f i c e  e x a m i n e  t h e  c u r r e n t  a d m i n i s t r a t i o n  of t e x t i l e  
q u o t J s  u n d e r  t h a  MFA, and  s u g g e s t  p o a d i b l c  i m p r o v e m e n t s  in t h u  

* s y s t e m .  I B e l i e v u  s u c h  a n  e x a m i n a t i o n  would  be h e l p f u l  t o  b o t h  
t h e  Governmen t  a n d  i n t a r e s t a d  p a r t i e s  i n  d e t e r m i n i n g  how t o  b d t t e r  
a s a u r e  f a i r n e s s  a n d  c e r t a i n t y .  More s p e c i f i c a l l y ,  I t h i n k  a n a l y s i o  
a n d  r e c o m m e n d a t i o n s  o n  t h e  f o l l o w i n g  m c t t e r r  would  be most 
' )anef  i c i s l :  

*la The e x t e n t  to which e x i s t i n g  d a t a  c o l L e c t i o n  
p r o c e d u r e s  i n  the D u p a r t m e n t  of Commerce a r a  s u f f i c i e n t  t o  
meet r m q u i r e a e n t r  o f  t h e  a g e n c y  i n  a d m i n i s t e r i n g  t e x t i A e  
q u o t a s  a 

2 .  P o r s i b l e  r l t a r n a t i v & m  for d a t a  c o l i e c t i o n  i f  p r a r e n t  
c a p a b i P i t i e r  are i n a d a q u a h e .  
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APPENDIX I 

Honorable C h a r l e s  A .  B o w s h e r  
March 1 7 ,  1 9 8 2  
P a g e  Two 

. .  

3. T h e  a d e q u a c y  of t h e  s t r u c t u r e  of t h e  d e c i s i o n - m a k i n g  
p r o c e s s  w i t h i n  t h e  A d r n i n i s t r a t i o n - - a n d  p a r t i c u l a r l y  t h e  
C o m m i t t e e  t o  I m p l e m e n t  T e x t i l e  A g r e e m e n t s  (CITA). 

4 .  The need, if a n y I  t o  assure g r e a t e r  i n p u t  from 
i n t , e z e s t e d  p a r t i e s .  

I a m  e n c l o s i n g  t e s t i m o n y  a n d  c o r r e s p o n d e n c e  w h i c h  we h a v e  r e c e i v e d  
on t h i s  i s s u e .  M y  s t a f f  is a v a i l a b l e  t o  answer a n y  q u e s t i o n s  you  
may h a v e  a b o u t  t h i s  r e q u e s t .  P l ease  c o n t a c t  Dave R o h r ,  S t a f f  
D i r e c t o r  of the S u b c o m m i t t e e  on T r a d e I  a t  2 2 5 - 7 6 0 1  i f  you h a v e  
a n y  q u e s t i o n s .  

S M G / R Y c  
En c 1'0s u r  e s /" 

.. . 

36 .. 



Mr . A1 1 an Mendel owf t z  
Associate Df rector, Hatf onal Securf ty  

U. S. General Accounting Offics 
Wsshington, D ,  C. 20548 

and International AFfaOrs Divis?on 

*: :8% 

f,-k f: ' *  
'& #*' 
-4m u 

Dear Mr. Mendelowitz: 

APPENDIX I1 
UNITED STATES 9EPARTMENT OF COMMERCg 
The Inspector Oenerrl 
v1 eshingror, 0 S 20230 

. .  

This i s  i n  reply t o  GAO's let ter of August 3, 1983, requesting comnts  
on the d r a f t  report entitled "Imp1 ementation of Trade Eestrictionr I_ 

for  Textiles and Apparel " 
We havt reviewed the enclosed comnts  of the Under Secretary f o r  
Interriational Tride and believe they are responsive t o  the ma-cers 
dlscussed 47 the report. 

Sincerely , 

i 
Shermati M. Fbnk 
? nspector General 

Enclosure 

-. .- . _ -  I -  
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A P P E W I X  I 1  
UNITED STATES OEPCIRTMENT OF COMMERCE 
The Under Secretary for InternaLione: Trade 
\Washington, 0 t 2ti,?3c 

SEo 7 1983 

:4r. Mlan Mendelowitz, bssoclate Director 
National Security and International 
Affairs Division 

US. General Accounting Office 
441 G Street, N. W. 
Washington, D. C. 20548 

Dear Mr. Mendelowitz: 

This is in reply to Mr. J. Dexter Peach's August 3 request for the Commerce 
Departmentrs review and comment on the ' M ' s  draft report on 111mplamentatior8 
of Trade Restrictions for Textiles and Apparel." 

We find the draft report to be positive, constructive, comprehensive, and 
balancei. 
of the pmgram to be satisfactory, in particular that the United States has 
been fulfilling the requirements of MFA Annex A. 
will advise the Justice Department attorneys handling the current suit of the 
American Exporters and Importers Association versus the United States of your 
finding in this matter. 

We are also pleased that GAO has found the overall implementation 

With your permission, we 

We have reviewed the report's four major recommendations and have taken actions 
consistent with its sugpestioxu. 

1. Market disruption statements are being made available to the public in the 
Commrce Trade Reference Room, and we will consider publishing a summary 
of the market statement in the - Federal Register. 

2. Monthly mandatory reporting has been considered b the Committee for the 

Working Group on Textiles and Apparel. 
concluded that monthly reporting is an unnecessary burden both on the 
domestic industry and the Census Bureau. 
quarterly reporting instead. 
to Robert Dederick, Under Secretary for Economic Affairs, which discusses 
the proolerns wiuch monthly reporting :aises. 

Implenentation of Textile Nreements (CITA) and x LO White House Interagency 
The Working Group and CITA have 

The Working Group will recommend 
Enclosed is a memorandum from C. L. Kincannon 

3. CoPrnerce will propose that the CITA discuss incorporating information 
reflecting tne restraints on other countries in the market stateiwnrs. 

4. Comaerte will document the reasons why other major suppliers in a 
particular category have not been subjected to restraints. 

. . .  
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- 2 -  . . .. 

Following are our commcnts on specific portions af the text. 

Page i 

The Arrangement Regarding Internatir, dl Trade in Textiles (the MFA) is the 
authority under the GATT for the textile program. The report should point 
out that t k  domestic legal authority derives fros Section 204 of the 
Agricultural Act. 

Page iii, Para 1 

llOUSTR provides a broader perspective on trade." While wc recognize that 
OUSTR's sole responsibility is for trade policy and the Conrmerce 3egartment 
has a large number of responsibilities, w! do nat believe that this provides 
OUSTR a t%rohder perspective" than Conanerc,e which is concerned with the 
health.of all asGects of the U.S. economy, ilhcluiiing importing, exporting, 
consumer issues, travel and tourism, technology transfer, export controls, 
foreign and U.S. overseas investment, and U.S. industrial competitiveness. 

Page v 

CITA is always eager to improve the range and timeliness of the domestic 
market data available to it, 
United States has the most comprehensivtt and timely domestic market data of 
any major developed importing country which is a member crf the MFA. The 
absence of current and comprehensive data may have meant that in some 
instances over the years no action was taken to prevent damagc, rather than 
that action was wrorigfully taken -- as has been inplied by some critics of 
the textile program. 

I-bwever, it is our understanding that the 

Page 2, Line 13 

The limit normally sought in consultations is an ltagreecltl limit. A specific 
limit (sic) may be negotiated, but other typos of limits may also be set 
w h i c h  do not receive growth or flexibility, or the category may even revert 
to consultation status in the following year. 

Page 6, Para 1, line 8 

The sentence should include the underlined statement: W T A I  s responsibili- 
ties involve - the implementation of agreements . . . . I 1  

Page 11, Para, 1, lines 13 t o  16 

The protocol of extension of the MFA does not specifically allow importing 
countries "to limit the aggregate growth rates of imports to growth in the 
damestic market." It pnnits importing countries to take actions, for 
example, paragraphs 6 and 9, which might result in import growth rates 
approximating market growth, 
the domestic i,ndustry believe that the domestic mrket had declined in the 
last decade rathe than grown. Qur data substantiates that viekr. 

.Several sources we have recently consulted in 

.. . . 
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- 3 -  
. . .. 

Page 12, Para 2, line 3 

The 'White Paper" aid not specifically aim at elimirratiilg carryover, 
pledged to eliminate import surges. Eliwinution of carryover provisions was 
negotiated to carry out the aiiti-surge goal. 

I t  

Page 13, Para 1, line 5 

On August 19, the United States and - 3 1 i ~  signed a bilateral textile and 
apparel agreemnt:. 

Rlg,o 13, Para 1, line 10 

We suggest addirrg the derliiied words: '9ut u l i h  the previous agreements 
with these countries no aggregate - orpro= limits were established." 

Page 13, Para 2, Line 7 

This sentence would betier distinguish between the two principal types of 
consultation wchanisras by revising it to read: llHomwr, w i t h  most 
ap;reemr,ts - the United States - must request consultation$, . . . I 1  

Page 14, Para 2, Line IS 

See above coment on page 6, paragraph 2, l ine  14. 

Page 15, Fax2 L, Line 9 

The Chid 'Textile Piegotiator directs sost negotiations bct  occasionally 
participants of other agencies may chair a delegation. 

Page 21, Para 1, Line 5 

%nabrevatedtl should read "an abbreviated. 

Page 25, Para 1, Line 13 

In June 1983, CITA began publishing such requests in the - FEDERAL REGISTEL 

.. . 
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Page 29, Para 2, Line 11 

Should read 'Uiscontentment . '' 
Page 30, Para 2, Line 10 

Our bilateral  agreements provide for  ca l l s  when the United States believes 
there i s  market disruption or the threat thereof. We suggest that the text 
of the draft be reviewed to add these underlined-wordn videnever market 
disruption is discussed i n  the context of a bilateral agreement.. 

Page 28, Para 2, L i n e  19 

should read: I t . .  . reported during tne las t  - two years.. * I t  

Paqe 43, Para 2, Line 12 

The ten factors in Annex A Paragrzph 1 of the MA which relate t o  the state 
of the industry are descriptive of damage, not market disruption. Market 
disruption, discussed in Annex A Paragraph 2 is caused by two factors listed 
in that paragraph (low price and a significant increase i n  i q o r t s ) .  
believe the text should be carefuliy reviewed t o  ensure that ttciamagett and 
"market disruption" are not C O n t I i S d .  

We 

Page 44, Para 2, Line Y 

We believe die l as t  Sc\rtei1Ce would pore accurately read: 
is  available t o  the U.S, Government am is used by the Office of Textiles wu 

ud &parel &en appropriate." 

" M I  data Qftea 

Page 47, Para 1, Line 7 

We suggest tne following revisions would more accurately reflect  Census 
procedures: I t . . .  the merriandise being inported - This and other s ta t i s t ica l  
jnfonnation is verified by Customs officers, and a COPY of the form is sent 
to  Census f o r  s ta t is t ical-  processi 
computer operations to  compile -&% tabulate the statist ics." 

A t  C k s u s ,  for& undergo clerical and 

Page 47, Para 1, Line 10 

1t . . .2 ,50i)  and 3,500 TSUSA numbers actively - used and processed for  
statist ics. .  . .I1 

Page 47, Para 1, Line 13 

Tabulations are done by Census and furnished t o  OTEXA within about 30 days 
of the reporting period. The monmy Major Shippers Report - i s  then promptly 
prepared by COIIPnerce's Ul'EXA. 

.. . . 
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Page 49, Para 1, Line 2 

APPEtiDIX I1 
. .  
. . .. 

Should mad: It.. .data from Consus.. . 
Page 49, Para 1, Lims 5 to 5 

tb6 values are ofteu. based on a weighed average of het,srogeneou~ 
products, classif id witEiEE- same TI;usA rhter . . . 18 

- 
.- 

Page 49, Para 1, Line 8 

It. . . even if prices - of the gror',ucts withhi the T W  h b e r . .  . .It 
Chapter 5 

This chapter discusses the market disruption stat-nts but refers to their 
findings as 9njury." The PQFA cancrpt is "damage or actual threat thereof , I 1  

not 'tinjury." - Dimage and injuy are very different concepts, and the text 
shauld be revised t o  use the correct term. 

Page 54, Footnote 1 

We believe the footnote is not appropriate to the discussion on damage, The 
c a r t s  have no role in U.S. Government de is ions  on damage or threat 
thereof. Enclosed is an analysis frm our Gemral.bunsc1 on injury and 
market disruption. 

We look forward to continuing t o  provide your sta€f any further information 
they may need clmcclaing this study. 

Sincerely, 
/" 

Enclosures 

GAO note: Page numbers i n  t h i s  appendix may not correspond t o  page 
numbers i n  the f i n a l  report.  
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HEM3RANDUM FOR 

From: 

Subject : 

UNITED STATES DEPARTMENT OF COMMERCt 
Bureau of the  Census 
Wlshington. 0.C. 20233 

OFFICE OF THE DIRECTOR 

Robert G. Dederick 
Under 

C. L. Kincennocr 
Acti ng D i  rec to r  

Commcn s on the  General Accounting Of f i ce  (GAO) D r a f t  
P , o r t  ,n t i t led "Implementation o f  Trade Restr ic t ions 
bar Text i les  and Apparel" 

l lur conments on the d r a f t  GAO repor t  focus p r fmar i l y  on the  GAO recommendatio.t, 
(page 52) t h a t  the Bureau begin c o l l e c t i n g  f i be r -spec i f i c  production data mottthiy. 
I n  other words, t h e  Bureau would be c o l l e c t i n g  approximately the  sane l e v e l  o f  
de ta i l  monthly as cur ren t ly  coTlected i n  the th ree  annual apparel surveys. 
In fornat ion 3n value o f  shipments and 'p r ice44ne d e t a i l  , which is inc luded i n  
the annual 'surveys, would not be col lected monthly. 

We have serious reservations ahout. whether- sock-deta i led 5 nformation can be 
co l lected monthly. 
response problems associated w i th  col l e c t i c g  apparel informat ion show t h a t  
such deta i led data may not..be co l lectab le.  
rece:,t ly began a monthly apparel survey t h a t  c o l l e c t s  data on cut t ings o f  
21 selected apparel items. 
trade associations d i d  an excel lent  j o b  o f  encouraging t h e i r  members t o  repor t ,  
the i n i t i a l  response was disappointing. 
tc lephme follow-up operation t h a t  response has been increased t o  a sa t i s fac to ry  
leve l .  The proposed leve l  o f  de ta i l  would increase the number of data i tenis 
frw 21 t o  about 500. 'This certar 'nly would exacerbate the response problems 
and make telephoae follow-up operations d i f f i c u l t  and much more expensive. 

Our knowledge o f  t h e  indus t ry  and our experience w i th  t h e  ' 

As-mentioned i n  the GAO report ,  we 

Evcn though most o f  the m a j o r  t e x t i l e ' & %  appare7 

It has been ofily through an i n tens i ve  

Anticipated problems i n  co l l ec t i ng  t h e  informat ion may r e s u l t  i n  the  suppressicq 
o f  a s ign i f i can t  numker o f  data c e l l s  because they do not ineet the  8ureau 
publ icat ion standards. 
an t ic ipa te  tha t  many o f  the deta i led c e l l s  wcluld have t o  be suppressed because 
of h igh estimation rates. 
a l l  o f  the data we are attempting to. col.lect,, 
nunber o f  c e l l s  suppressed,, tJe less-usefu l  w i l l  be t he  resul ts.  

Author i ty  f o r  nandatoi-y responses can be he lp fu l  i n  improving survey r e s u l t s  i f -  
used judicious'ry and real  i s t i c a l l y .  -However, even i f  the recotnmended survey 
were made mandatory, we are very doubtful  t h a t  t he  survey's r e s u l t s  would be 
improved because or the  de ta i led  data requested, monthly survey frequency, 
and nature of the respondent industry. Our th ree  annual surveys, which c o l l e c t  
in fo rna t ion  on about W O  d i f f e r e n t  i tens ,  are mmdatory. Nonetheless, we have 
problems i n  recefving responses i n  a t ime ly  fashion. In fact, we expend a 
s ign i f i can t  amosnt a f  t ime and.money i p  an extensive telephone fol low-up 
conducted by ou r  regional o f f ices.  

Even i f  the overal l ,  response r a t e  i s  sat is factory ,  we 

The point  f s  t ha t  we may not be able t o  pub l i sh  
Obviously, t h e  greater t h e  

Besides beinq difficult t o  c o l l e c t  t h f s  
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2 
l e v e l  of d e t a i l ,  i t  requires addi t ional  a n a l y t i c a l  resources f c t  t he  revfew 
o f  .the data, r a i s i n g  t h e  cos t  of the survey and maklng i t  much more d i f f i c u l t  
t o  publ ish t h e  survey resu? ts  quickly. Monthly r e s u l t s  genwd;’i j  & , I  ayai lab le 
60 days a f t e r  the end o f  the  survey month. However, monthiy surveys typ!ca l ly  
c o l l e c t  data on rela’ . ively few i t e m .  There i s  no cther moilthly survey t h a t  
c o l l e c t s  t h a  l e v e l  o f  d e t a i l  recommended i n  t h e  report. Given an t i c ipa te?  
response problems and t h e  l eve l  of d e t a i l ,  monthly r e s u l t s  most l f k e l y  wolrid 
no1 be ava i l ab le  u n t i l  90 days a f t e r  t h e  survey month. 

Before at tempt ing t o  c o l l e c t  f i be r -spec i f i c  production data monthly, xe 
would recomnend t h a t  a p i l o t  study be Londucted t o  ensure t h a t  the proposed 
l e v e l  o f  d e t a i l  can be co l l ec ted  monthly and t h a t  publ ished r e s u l t s  f u l f i l l  
I n te rna t i ona l  Trade Administrat ion needs. The study would i nvo l ve  meeting 
with i n d i v i d u a l  apparel manufacturers, t rade associations, and other 
i n te res ted  pa r t i es .  

The report  (page 51) c i t e s  tSe cost o f  t he  proposed x r v e y  as $520,000, 
This was a p re l im ina ry  cost est imate t h a t  we proviued GAO. It does not 
inc lude s tar t -up coses nor does i t  inc lude t h e  cost  o f  performing a p i l o t  
study. As s ta ted  i n  t h e  - r e p o r t y t h e  present- monthly apparei survey costs 
$225,000, o f  which $150,000 i s  appropriated. However, these f m d s  were 
appropriated for FY 1.983 cinly. 
w i l l  be ava i l ab le  f o r  e i t h e r  FY 1984 o r  FY 1985. 
budgetary costs  nay wel l  exceed the .. $300,000 c i t e d  i n  the  r e p o r t  (page * .1 ., 52). 

Uh i le  WE! bel ieve t h e  GAO recbnmendation would be very d i f f i c u l t  t o  implernent, 
we do understand t h e  importance o f  t i n ,e l y  data f o r  monitor ing t h e  e f f e c t  o f  
impor ts  cn the industry.  
t h e  Bsreau 7 months a f t e r  end o f  the calendar year, an imprcvernent o f  3-5 months 
over t h e  l a s t  several years. 

I 

Prssently, we Save no guarantees that funding 
Consequently, t h e  addi t ional  

c- ..- - .- 

The annual productfon data f o r  1982 were published by 

We a n t i c i p a t e  c t , t t i nu ing  t h i s  more t ime ly  schedule. 

Should you h e w  questions, please c a l l  Michael S. McKay on 763-7452. 

cc: 
Cat he r i  ne f4i 1 1 e r  

.. . 
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s 

Cawercets General Counsel Analysis o€ 
Requirements for Market Disruption under the MFA 

. . .. 

L 

Both Articles 3 -and 4 of t he  MF'A refer t o  "Market 

DisruptionIt; i.n A r t i c l e  5 as the justiSication for 

action and i n  Article 4, "preventing the real risk of  

market disruptiontt as a bdSiS for b i l a t e r a l  agreements .) 

In both art,icles.  references is made to the def in i t ion  

of Hazket Bis.z~l;?tion- in Annex A. 

Annex A paragraph 1, does ndt; however, contain any 

quadtifiable definition of  MarkekDisruption, but rathe1 - 

refers to i t ' a s  %erious damage" or the Itactual threat 

thereof. I t  "ApdrOpxiate-factoTst' must be examined in 

determining daiuage, .a$ i l l u i t r a t i v e  l i s t  of which is 

given. No mention is madcof threat of damage. -The 

clef initiveness of t h e  list of factors i s  fur ther  clouded 

by the l a s t  sentence of Paragraph I which comments that,  

"No one or several of these factors  c a  necessarily give 

guidance. I t  

Tho: ambiguities of Paragraph-I, when seen in 

conjunction with the Article 3 ( 3 )  provision which 

leave3 the deLision as  to when Market Disrupt isn  ex i s t s  

to the "opinion11 of the importing country ( i n  te-ms of 

the Annex A definition) further dilutes t h e  

ttdefin9tiontt as it e x i s t s  in .'innex A Paragraph T. 
.. . . 
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Clearly,  to have-Market Disruption there must be 

serious damage or the actual threat  o f  serioirs damage. 

1n.order t o  make a fetemination a s  t o  whether or  not  

damqe e x i s t s ,  participating countries must look a t  

factors  determined to have a bearing on t h e  s t a t e  of 

t h c  domestic industry. 

which may have such a bearing are: 

An i l l u s t r a t i v e  list of factors 

- turnover 

- market sltrare 

- p r o f i t s  

- export performance 
- employment 

- volume of disruptive and other imports 

c .L c c  - productioQ - - .-. 

- utilization of capacity 

- product ivi ty  

- investments 

The i l l u s t r a t i v e  mture o f  the :List,. toge ther  with 

the caveat that  #IN3 one or several  of these factors  ran 

a e c s s a r i l y  give dec is ive  guidance" would seem to  leave 

to the c o u n t r y  making t h e  determination (under Article 

3 )  considerable flexibility as t o  which factors ,  l i s t e d  

c;r otheWi86, should be considered most important i n  

drthrmining whether or not damege e x i s t s .  

.. , . 
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While there is no discussion . . in .. Annex A as to w h a t  

factors one should look a t  to determine acxual threat of 

damage, it stferns reasonable t o  expect tha t  a country 

would look a t  similar fac tors  as when dete-miung damage 

but may, of course, consider some factors more important 

han others C i  look a t  d i f f e r e n t  facxors when determining 

if  an actual threat exists. 

Paragraph I1 which lists the factors, genera1.l.y 

appearing i n  combination+-- which cause Market .Dis.luption 

give a more quar.?ifiable basis foz 2~ Market Disruption 

determination. If t h o s e - f a c t o r s e x i s t ;  

. (i) a sharp and substantial increase or imminent 

increase o f  imports of particular products from C..... 

particuJ.ar sources ; 

(ii) those products  are offered a t  prices which 

are substantially below those of similar goods in 

the importing market, 

*- -- -.- - - 

then  it would no t ,  in ay view, b? inconsistent 

w i t h  'Annex A to presume Market Disruptioz. The 

presumption could b'e refuted i f  i t  was determined that 

na damage or t h r e a t  of t h e  damage was presegt after 

looking a t  factors bearing 011 t h c  domestic icdustry's 

condition i n  accordance with Paragraph I .  

.. . . 
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W i t h  respect  t o  agreements under Article 4 of the 

MFA, the standard is that the agreerients should 

eliminate the ''real r i s k  of Market Disruption,tf a term 

translated incc most U.S .  bilaterals as providing for 

exporter and U.SL a t t i o n  when the "threat of Market 

Disruptiont'  exir;ts. 

damage which can be Market Disruption i n  Annex A ) .  The 

standard is still Annex A under the t e x t s  o f  Article 4, 

but the just i f icat ion for  act ion under an agreement is 

pushed back one s t e p  from Market Disruption (Article 3 )  

t o  threat of Market Disruption (U.S. bilaterais). 

(As contrasted t o  the t h rea t  of 

- W i t h  respect to countries not  a party to t h e  MFA, 

there is no requirement -.. thqz ,-. Market Disruption exis&.& 

Article 8 of t h e  MFA gives r i g h t s  to MFA signatories 

that 21; importing count ry  not allow noc-par t ic ipant  to 

frustrate the operation of the MFA. It additionally 

provides that  par t i c ipan t s  not  be restrained greater 

thar, n o n - p a r t i c i p a t s  causing or th rea ten ing  Market 

Dis,nptioa. 

. 
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us DeparSment of 

SEP"" 9 1983 

Bureau of International Labor Affairs 
Washington. D.C. 20210 

AypENDfx 1x1 L a b  
. . .. 

, . .. 

Mr. Philip A. Bernstein, 
Director, Human Resource6 Division 
United States General Accounting Office 
Washington, D.C. 20548 

Dear Mr. Bernstein: 

Thiw is in response to Mr. Fogel's letter df 3 Acgust, 1983 to 
Secretary Donovan concsruing the GAO draft of a proposed report 
on "Implementation of Traae Restrictions for Textiles and 
Apparel .I' 

We find the draft GAO repoxt to be a reasonable report based on 
careful research. It gives a clear picture of the essential 
elements of the implementation of the tc.ctile and apparel 
program: refers in adequate detail, to the complexities of the 
system and the difficulties encountered in attempting to 
balance the needs qf the domestic producers and workers with 
those of importers, retailers and consumers, and with our legal 
obligations and international commitments. 

We ccncur in the finding of the report that t>+ overall program 
operates fairly well but that improvements could be made 
concerning some aspects.  With respect to certain specific GAO 
recommendations that we have noted below, we have indicated our 
comment s o  

1) Eithor the market disruption statement itself or an 
zbbreviated discussion of the justification for 
consultation requests shculd be included in the Federal 
Register to provide interested parties with further 
opportunity to comment on individual requests. 

- -  Comerit: The inclusion of a summary of the market 
dxruption statement, in the Federal Register Se@s!xJ 
reasonable and is expested to be included in tbe 
future. Notice of the c a l l  is usually publishitd A B  
soon as possible after the foreign government i'ecerives 
our note. The mazket information included with our 
note becomes unclassified upon receipt by the foreigE 
government and thus there should be no problem in 
publiaking the information, particularly in sumlrary 
form, in the Federal Register. 

2) Appazel production d,ata on a fiber-specific basis 
should be collected monthly instead of annually am it is 
cow. 
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Comment t T h i s  would s u b s t a n t i a l l y  improve our a b i l i t y  
m u a t e  condi t ions  and import-related situations. 
Col lec t ion  of production data on a more timely b a s i s  
18 one of t he  i s s u e s  being pursued i n  the White H o ~ a  
Working Group. T h i n  s p e c i f i c  recommendation w i l l  
probably have t o  be w r k e d  out  between OTEXA and 
Census. Some additional d a t a  c o l l e c t i o n  improvements 
w i l l .  undoubtedly r e s u l t  from t h e  repor t  of the White 
House Working Group on T e x t i l e  EDforcement. 

3 )  When a consu l t a t ion  request is  made, e i t h e r  ".ommsrce 
Department f i l e s  or t h e  d i s rup t ion  stztemerrt its% .€  should 
include some ind ica t ion  a s  t 9  why consu l t a t ions  have no t  
a l s c  been requestec', w i t h  o the r  major supp l i e r s  of a 
p a r t i c u l a r  categary of imports. 

Comment:  An agreed C I T A  statemrt,it should be i n  a l l  
member agency f i l e s  n o t i n g  why o the r  major supp l i e r s  
a r e  not t h e  subjec t  of consu l t a t ion  requests .  A 
simple o n e - l i n  explanation about each suppl ie r  should 
be sufficient.!/ Inc lus ion  of such s ta tements  i n  
t.he d i s r u p t i o n  statements however, could camgromiss 
the negot ia t ions  and zould raise fo re ign  eccwomic 
pol icy  prcrblems. 

Concerning s p e c i f i c  p o i n t s :  

. 

There does n o t  appear t o  be reference t o  t h e  T e x t i l e  
Trade  P o l i c y  Group ( T T P G ) .  This group meets 
in f requent ly  but has  a decided r e s p o n s i b i l i t y  t o  
resolve issues of po l i cy  or where t h e r e  is  neeu f o r  a 
higher l e v e l  of opera t iona l  review. (The Trade Policy 
Committee might a l s o  be r e fe r r ed  to. I n  recent weeks  
t he re  has been some reference t o  t h i s  committee 
examining t e x t i l e  t r a d e  pol icy  as well  a s  other  t r ade  
pol icy.  ) 

Another def ic iency  sppears t o  be a l a c k  of reference 
t o  t h e  r e l a t i o n s h i p  between C I T A  and t h e  s e l e c t i o n  of 
c leared advisors  from among the Management Labor 
T e x t i l e  Advisory Committee members t o  provide product 
s p e c i f i c  advice and guidance t o  t h e  negot ia t ing teams 
e i t h e r  i n  Washington o r  overseas.  

pg. 3 last sen tence :  The labor  data c i t e d  are  no t  
cons is ten t  with BLS da ta .  

-, I./ e.g. t fore ign  p o l i c y  reasons; EC (non-control led)  
SUpFlisr; or technica l  i s sues .  



. . .. 
- 3 -  . . .. 

. 

pg. 4 top: Reference on sor t  ef labor being p r i n c i p a l  
problem cite8 only wage component w i t h o u t  other corlts -- and no ra ferencs  made t o  ex to rna l ly  mendated c o a t s  
of EPA and OSHA. 

pg. 4 mid-para.: Reference t o  MFA A r t .  4 agreement8 
rhould rtate . . ."bilateral x w t r a i n t  agreements." 
The word "export" rhould ba doleted t o  avoid the 
content iour  itssue of import-v~-ezport  con t ro l  
rerponsibi  li t y  and sovereignty. 

pg. 11 toy para.: Add t o  "ca r ry  over"-"carry - forward" 

pg. 1 2 ,  13: Other e d i t o t a l  changes 2nd updating on 
PRC agreement . 
pg. 13: Rephrase language for technical accuracy. 

pg. 16: C l a r i f i c a t i o n  needed re importers and 
r e t a i l e r a .  

pg. 20-21: Clarif icat ion ia needed o n  a u t h o r i t i e s  of 
the CITA chairman end the r e l a t i o n s h i p  of agency 
apptovala. 

pg. 22: Add t o  top  para: domestic pro l 'uc t ion ,  
employment, etc. 

py. 25: Tec'mical c l a r i f i c a t i o n  required on 
app l i ca t i cn  of r e s t r a i n t s  and determination of level 
thereof with respect  t o  consu l t a t ion  mechanism 
procedures. 

Mr. Irving I. Kramer (523-6227) is DOL's expert  on t e x t i l e  and 
apparel  matters. I f  there are questions concerning the a h v e ,  
I suggest t h a t  your s t a f f  contact  Mr. Kramer. 

Sincerely yours, 

()e? Gq+ 
!!~AMES F. TA&R 
A6sociate Deputy Under Secretary 
I n t  e rmt i ona 1 A f f a i  r u 

GAO note: Page nunbers in this appendix my not camspond t o  pap 
Illppbers in t h ~  final report. 
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Dear Prank : 

7 SEPl983 

I am replying t o  your l e t t e r  of August  8,  1983, which 
forwarded copies of t h e  d r a f t  report :  'Implementation of Trade 
Res t r i c t ions  f o r  Textiles and Apparel.' 

The enclosed comments on t h i s  repor t  were prepared by t h e  
Deputy Assis tant  Secretary f o r  Trade and Commercial Af fa i r s  i n  
t h e  Bureau of Econoric and Bus iness  Affa i r s .  

r 

We appreciate  having had t h e  opportunity t o  review and 
comment on t h e  d r a f t  repor t .  I f  I may be of f u r t h e r  
a s s i s t ance ,  I t rust  you w i l l  l e t  me know. 

SinceSply, 

Roger ldma n 

Enclosure : 
A s  s t a t e d .  

Fir. Frank C. Conal.an, 
Director  

National Securi ty  and 
In t e rna t iona l  Af€a i rs  Division, 

U.S. General Accounting Off ice ,  
Washington, D.C. 20548 
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APPENDIX rv 
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GAO DRAFT REPORT: ' Implementa t ion  of 
Trade Restrictions for T e x t i l e s  .- and App arel' 

The d r a f t  report p r o v i d e s ,  i n  g e n e r a l ,  a fa i r  and b a l a n c e d  
d i s c u s s i o n  of t h e  implemen ta t ion  of r e s t r i c t i o n s  o n  t e x t i l e  and 
apparel imports. We believe, however, t h a t  t h e  report c o u l d  more 
c l e a r l y  p o i n t  o u t  t h a t  t h e  Committee Ocr t h e  Implemen ta t ion  of 
T e x t i l e  Agreements  ( C I T A )  is charged  w i t h  implement ing  t e x t i l e  
agreements .  Policy d e c i s i o n s ,  i n c l u d i n g  d e c i s i o n s  to  request 
c o n s u l t a t i o n s  under  Article 3 of the MFA, are unde r  the purv iew 
of t h e  T e x t i l e  Trade Pol icy Group es tab l i shed  by a P r e s i d e n t i a l  
Memorandum of J u n e  5,  1975. 

The Depar tment  s u p p o r t s  t h e  GAO recommendat ions c o n c e r n i n g .  
1 )  t h e  p u b l i c a t i o n  of t h e  market s t a t e m e n t  or an abbreviated discus- 
s i o n  of it i n  t h e  Federal R e  ister: and 2 )  when a c o n s u l t a t i o n  

not been subject to r e q u e s t s .  W e  also s u p p o r t  t he  recommendation 
t h a t  more c u r r e n t  p r o d u c t i o n  data  is needed. However, w e  b e l i e v e  
t h a t  t h e  q u a r t e r l y  collection of data  by Census,  rather t h a n  
month ly ,  would provide s u f f i c i e n t l y  c u r r e n t  data  upon which to  base 
r e q u e s t s  for c o n s u l t a t i o n s  w h i l e  m i n i h i z i n g  a d d i t i o n a l  costs t o  Census.  
The Department  will work w i t h i n  CITA t o  implement these recommenda- 
t ions .  

request is made, t m e n t  * ng of why other major s u p p l i e r s  have 

Deputy Assiscant S e c r e t a r y  
for. T r a d e  and Commercial Affairs 

Biireau of Economic and 
B u s i n e s s  A f f a i r s  

I .  ,, 
, , . . . / I .  . 



OFFICE O F  T H E  UNITED STATES 
T R A D E  REPRESENTATIVE 

E K E C U T I V E  O F F I C E  OF T H E  PF)ESIDEhl f  

W A S I4 I N C T 0 N 

. ' 0 5 @ 6  

September 15, 1983 

MEMORANDUM 

To: Allan Mendelawitx, Asstrciate DL'ector, 
Nat icnal  Secur i ty  and In t e rna  t i ozcJ  Affairs 

DPtthion, GAO ,/ 
I 

PROM: &chard H. Imus, Chief T e x t i l e  Nego,=iator ,, 
LUBJECT: GAC Draft Report on "Implementation of Trade 

h, 

Res t r i c t ions  for T e x t i l e s  and Apparel"  

The GAO d r a f t  r e p o r t  i s  i n  genera l  a very useful. a n a l y s i s  of 
a complex program. Our suggest ions on the s p e c i f i c s ,  keyed 
t o  the draft by page i?nd paragraph, follow. 

Pa e i - L a s t  paragraph. In the sentence beginning 
wi th  51 "CITA , delete the  words " f o r  negot ia t ing  b i l a t e ra l  
agreements with f oraign s u p p l i e r s  and'" Some lief erence 
should be added regarding t h e  T e x t i l e  Trade P o l i c y  Group, 
which is chaired by the  USTR and includes as members the  
Under S e c r e t a r i e s  cf State ,  Treasury,  Agr icu l ture ,  Commerce, 
and Labor. The TTPG is respons ib le  for providing pol icy  
guidance f o r  CITA. 

Page ii - F i r s t  paragraph. Add "or real  r i s k  thereof" 
t o  the sentence w i t h  the words "market d i s rupt ion" .  

Pa c 4 - Second paragraph. Beg in  the second sentence 
w i t h  + t e words "A key ob jec t ive"  o r  "One of i t s  ob jec t ives" .  

,Page 6 - Paragraph 2. Delete t h e  sen tence  beginning 
"CITA s r e s p o n s i b i l i t i e s  involve overseeing the  nego t i a t ion  
of agreements...". Include a reference t o  the TTPG and i t s  
r o l e  i n  providing pol icy  guidance. 

Pa e 11 - Paragraph 2. Change the  sentence following" 
reason * epa r tu re s"  so ts to r e f e r  t o  "cutbacks" r a t h e r  
thar, "zero  or  negat ive growth". Chanqe t h e  sentence beginning 
"according t o  t h e  la tes t  pro tocol"  t o  quote from cIr a l i g n  
w i t h  paragraphs 4 and/or 9 of t h e  pro tocol  i tself .  According 
t o  t h e s e  paragraphs, there was rec9gni t ion  of t h e  "dec l ine  

54 
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. . .. 

, .,. 

i n  t h e  
and i n  
of the 

r a t e  of growth of per  c a p i t a  consumption i n  t e x t i l e s  
clothing: However, there was no re ference  to l i m i t a t i o n  
aggregate growth rate of imports. 

Paoe 12 - Paragraph 1. "Carryforward" should be followed 
by the w o x  "to the  previous year".  

x e  13 - Paragraph 1. Iaclude a footnote  for  China 
s t a t i n g  that a rAew agreement was concluded i n  August 1983. 
Add a few words t o  the l a s t  sentence,  i - e . ,  " F l e x i b i l i t y  
provis ions were a l s o  rss t r ic : ted i n  some of the  agreements 
negot ia ted i n  1982". 

Paragraph D ' s t ingu l sh  Between (1) b i l a t e r a l  agreements 
under which the  expc t i n g  CountrAes reques t  pe.mission t o  
s h i p  more than the  minimum and designated consu l t a t ion  
l e v e l s  contained i n  those zqrtxments, and ( 2 )  b i l a t e r a l  
agreexcents under which t h e  Unlted S t a t e s  reques ts  consu l t a t i ans  
regarding imports n o t  a l ready  con t ro l l ed  by a s p e o i f l r  
l i m i t .  

Page 14 - Paragraph 2. Sentence 3. Delete t h e  words 
"for overseeing t h e  nego t i a t ion  of agreements w i t h  fore ign  
supp l i e r s ,  including the determination of any aggregate ,  
group o r  s p e c i f i c  l i m i t s  and consul ta t ion  levels, and". 
Again, make some reference  to  the TTPG's r e s p o n s i b i l i t y  for 
pol icy guidance. 

Pa e 15 - Paragraph 1. Sentence l. Change "CITA" t o  
t h e  "Unite -4-h S t a t e s " .  

- Paragraph 2. Sentence 2 .  Change " t h e y  have 
t o  accompany" t o  " they  have n o t  accompanied." 

Page 20 - Paragraph 3 .  Modify +.his  sentence so t h a t  it 
is c l e a r  t h a t  t h e  Uni ted  S t a t e s  Government, ox t he  S t a t e  
Department on behalf of the United S t a t e s ,  i s  resForAsible 
f o r  the a c t u a l  reques t  - - consul ta t ions .  

Paye 26 - L a s t  paragraph. S u b s t i t u t e  "agreement" €or  
" t rea . ty  . 

-. Page - 53 - Paragraph 2. I n s e r t  "/or" before ( i i l .  

Pa e 60 - Paragraph 2.  Sentence 1. Change "Market 
share 9 t o  import marke t  share" a s  
production and consumption data is 

- 
"re1ativeJ.y cu r ren t "  
n o t  normally a v a i l a b l e  . 

GAO note: Page nvnbers in this q p d i x  
nwnbers in this final report. 

.. . 

may JP: carrespand to page 

I ,  



Informa+inrl Security 
Oversight APPENDIX VI 

WcWn~ton, DC 20405 
Q?R\ ::z% 

Adn;i,wtration Off ice 

September 1, 1983 

Mr; SLanton Rothouse 

National Secur i ty  and In ternat ional  
A f f a i r s  D i v i s i o n  

441 G Street, NW, Room 4148 
Washington, DC 20548 

General Accounting O f f i c e  

Dear M r .  Rothouse: 

We have reviewed those por t ions o f  General Acccunting O f f i c e  Report 8-208136 
t ha t  deal w i t h  the Informat ion Secur i ty Oversight O f f i c e ' s  (ISOO) review o f  
the O f f i ce  o f  the United States Trade Representative's c l a s s i f i c a t i o n  o f  
d i s rup t i on  statements. 
ISOO's review and recommendations t o  the O f f i c e  o f  the United States Trade 
Representative. 

We are i n  agreement wi th GAO's i n t e r p r e t a t i o n  o f  

Sincerely, 

YTEVEN GARFINKEL 
Director  

I 

(48336 1) 
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