cealnlurgn o Nt $a ha
fcrountice -

by the Citice oy -

PAR. LIS Ny
, s ’.?*'d‘e the Oarers; "‘37“0\‘
Copeedic aparoval 2

BY THE US. GENERAL ACCOUNTING OFFICE

Report To The Chairman,
Subcommittee On Trade
Committee On Ways And Means
House Of Representatives

Implementation Of Trade Restrictions
For Textiles And Apparel

Under the Muitifiber Arrangement, the Urited
States has negotiated bilateral cagreements for
restricting textile and appare! imports from
producing countries.

GAO found that the siructure of the Govern-
ment's decisionmaking process for implemen-
ting restrictions was generally adequate, but
saw opportunities for more input from inter-
ested U.S. parties. Also, data collection proce-
dures needed improve.nent.

GAO makes recommendations for securing
greater input from intsrested parties and for
improving data collection procedus es.
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. . 20848

NATIOMAL SECUFITY AND
INTERNATIONAL AFFIRS CIVISION
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The Honorable Sam M, Gibbons
Chairman, Subcommittee on Trade
Committee on Ways and Means
House of Representatives

Dear Mr, Chairman:

In recponse to your request, this report discusses the
adr.nistration of the implementation of tiade restrictions for
imports of textiles and appareli. It provides information on the
structure of the decisionmaking process within the administra-
tion, particularly the Committee for the Implementation of
Textile Agreerments, and points out the need for improvements in
data collection procedures.

This report coitains recommendations to the Secretary of
Comnerce for facilitatirng input from interested parties and for
improving data coliection procedures.

As arranged with your office, unless you publicly announce
its contents earlier, we plan no further distribution ¢f this
report until 7 days from the date of issue. At that time, we
will send copies to interested parties and make coplies available
to others upon reaquest,

Sincerely yours,

t}:qa,/é <2—<20W\v£ilv\§

Frank C. Conahan
Director



GENZRAL ACCOUNTING OFFFICE IMPLEMENTATION OF
RI,PORT TO THE CHAIRMAN, TRADE RESTRICTIONS /"OR
SUBCOMMITTEE ON TRADE, TEXTILES AND APPAREL
HOUSE COMMITTEE ON WAYS AND MEANS

DIGEST

International trade in products of the textile
and apparel industry--an industry that employs
about 2 million people in the United States
alone--is gcverned Ly a complex international
system which has evolved over the past 25
years. The Arrangerent Rega ding Internation-
al Trade in Textiles, known as tho Multifiber
Arrangement (MFA), provides the legal frame-
work for regulating such trade.

At the request of the Chairman of the Subcomn-
mittee on Trade, Houuse Committee on Ways and
Means, GAO reviewed the current administration
of the MFA, addressingj the:

--Adequacy of the structure cf the decision-
making process within the administration,
particularly the interagency Committee for
the Implementation of Textile Agrecnents
(CITA).

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

-~-Extent 0 which the Commerce Departmernt.'s
data collection procedures meet its require-
ment.s in adininistering textile gquotas.

--Possible alternatives for data collection if
present capabilities are inadequate.

GAO analyzed G0 market disruption statements
prepared in 1981 and 1982. These statements
are the basis for U.S. Government regquests for
consultations with foreign governments with
tha objective of restricting imports of par:
ticular categories of textiles or apparel so
as to avoid market disruption in the United
States. GAO also iuterviewed and obtained
documents from all CITA agencies and from
domestic textile and apparel producers, im-
porters, retailers, and trade association and
labor union officials.
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ORGANIZATIONAL STRUCTURE

In the United States, the MFA is implemented by
CITA, consisting 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 reguest consultations with
an exporting country about restricting its
exports of a particular category of textiles or
apparel. Broader policy guidance is provided
by the higher level interagency Textile Trade
Policy Group.

DECISIONMAKING PROCESS
IS GENERALLY ADEQUATE

GAO found the structure of the decisionmaking
orccess within the administration, and particu-
larly CITA, to be generally adequate. CITA's
member agencies represent domestic industry,
labor, importers, uvctailers, and consumers, and
they have the opportunity to participate in the
decisionmaking process., Decisions to request
consultations with foreign countries are re~
viewed at a sufficiently high level. Also,
meetings of CITA are scheduled on a timely
basis.

In practice, the process is weighted toward
protecting domestic industry. Support for pro-
tectiown is generally forthcoming from Commerce
and Labor representatives. Foreign policy con-
cerns are provided thiough State's representa-
tive and some balancing of views is provided
through the U.5. Trade Representative., Treas-
ury, whose position would be most consistent
with that of consumers, importers, and retail-
ers, does not actively participate in the pro-
cess. (See pp. 10 to 1l2.)

MARKET DISRUPTION STATEMENTS
COULD BE BETTER SUPPORTED AND
MORE PERSUASIVE

The MFA requires that each consultation request
to a foreign country to discuss restricting
cextile or apparel impcrts be accompanied by a
factual statement of market disruption, which
Commerce's Office Of Textiles and Apparel pre-
pares.

The market disruption statemants are to be
based on (1) o finding of actual or threatened
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injury to the domestic industry based on an
examination of factors specified in the MFA
(e.y., employment, production, evc.) and (2) x4
finding that the injury is caused by a signi-
ficaat increase in inports cr sales of imports
at prices substancially be&low those prevailing
for similar goods in *“he importing ccuantry.
GAO found that, although CITA addresses the
factors cutlinel in the MFA, weaknesses in the
inforration on the domestic economy lessen the
persuasiveness of tne disruption statzsmenis.
GAO also found a lack of documentation as to
why other major suppliers of the imports to be
restr’ ted h.ve not been subject to consulta-
rion requests; this further detracts from the
statements' persuvasiveness. (See ch. 5.)

CITA's data collection procedures do not pro-
vide tha current and detailed data on the
health of the U.S. indus*~ry that would better
support findings of market disruvption. De-
tailed Census producticn data are collected
only annually and are therefore ton 0ld to re-
flect current conditions. Bureau of Lakor
Statistics employment data are not compatible
with the textile and apparel catejories in the
consultation requests, and the disruptiua
statements contaln c¢nly vague assartions as to
the current state >f the market for the cate-
gory in question. (See ch. 4.)

RECOMMENDATIONS

GAOD recommends that the Secretary of Commerca
direct the Chairman of CITA to:

--Arrange with Census to begin collecting data
compatible with the MFA categories on a
quarterly %Yasis. If Census finds that in-
formation obtained from domestic manufactur-
ers on a voluntary basis is not sufficient
for statistical validity, then GAO recom=-
mends that the Secretary of Commerce request
Coi.gress to enact legislation malring such
respor.se mandztiory.

-=Ensure for conrsultation requests that doc-
umentation is included in the Office of
Textiles and Apparel files and, to the ax-
tent practical, in th disruption state-
ment, indicating why other major suppliers
have not been the subjects nf requests.

Tear Sheet R iii



AGENCY COMMENTS AND
GAO 'S EVALUATION

GAO had proposed “ha% Census begin collecting
detailed production data on a monthly basis.
State supported the recommendation that more
current data was needed and Labor noted that
menthly reporting would substantially improve
CITA's ability to evaluate conditions.
Commerce, bowever, noted that CITA and a White
House Interagency Working Group on Textiles
and Apparel had congidered monthly mandatory
reporting and concluded that it would be an
unncessary burden on both the domestic indus-
try and the Census Bureau. Census noted its
serious reservations about whether such de-
tailed information could be collected monthly.
Based on comments of Commerce and Census, we
have reconsidered our proposal and concluded
that quarterly collection of production data
by Census would be an acceptable compromisz.

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

INPUT FROM INTERESTED PARTIES
COULD BE FURTHER FACILITATED

During the period covered by GAO's review
(Jan. 1982 to Oct. 1982), CITA published no-
tices in the Federal Register 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 Kmong, Korea, and Taiwan, 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 almost all of this material was publicly
available. Whether the statements had been
appropriately classified was important, be-
cause importers and retailers viewed such
classification as a means of covering up
statements that did not reasonably demonstrate
findingas of market disruption. GAO questioned
the appropriateness of classification with
each of the five CITA agencies and in August
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1982 requested that the Information Security
Oversight Office of the General Services
Administracion review the Dbasis for such
classification. In June 1983, CITA announced
its decision to release the statements for
public scrutiny immediately after they had
been presented to the appropriate foreign
government. (See pp. 13 to 18.)

GAD believes that CITA's decision to release
statements for public scrutiny is responsive
to the 1issues raised during the review Lut
that input from interested parties «ould be
further facilitated by including the dis-
ruption statements *n the Federal Register
notices.

RECOMMEND2 TION

GO recommends that the Secretary of Commerce
direct the Chairman of CITA to include either
the disruption statement itself or an abbrevi-
ated discussion of the justification for each
consultation request in the Federal R2agiste:
notice.

AGENCY COMMENTS

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

Register.
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CHAPTER 1

INTRODUCTION

Since World War 1I, efforts have been made to establisli an
international set of ground rules to govern world trade. -~ .er-
ally, these efforts.-led by the United States--have sought to
promote a more open world trading system. The basic structure
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)). Although the United States and other countries recog-
nize that liberalizing trade can result in broad national bene-
fits, they also have seen that increased importe may canssa
injury to specific industries. Consequently, international
trade agreements contain escape clause provisions which allow a
country to provide its domestic industry with a temporary relief
period during which to adjust to a new competitive environment.
There are also international arrangements that restrict the free
flow of certain products when such trade is viewed as disruptive
to national interests.

Trade in textile and apparel products is governed by com=-
plex and elaborzie 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 import gquotas. This system developed
despite the - general progress in trade 1liberalization since
World wWar II and is supported by the large affected U.S. indus-
try and its workers. According to a 1985 Commerce Department
estimate, there are about 29,000 textile and apparel plants lo-
cated throughcut the United States that employ about 2 million
pecple. The textile and apparel industries combined employ 1 of
every 9 persons working in the manufacturing sector.

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 almost 900,000 was con-
centrated in 3 southern states--North Carolina, South Carolina,
and Georgia. Apparel manufacturing is more dispersed throughout
the country, with the largest numbers of workers in New York,
Pennsylvania, and California.

An article in the February 1983 National Journal interpret~
ed Labor Department data as follows: 78 percent cf apparel
workers and 67 prercent of textile workers are semi-skiiled, com-
pared with 44 percent of workers 'n al)l manufactuving jobs.
Women account for 80 percent of the apparel workers and 48 per-
cent of the textile¢ workers. Minorities acccunt for 28 percent
of the jobs, substantially above the average of 18 percent for
all manufacturing.

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




provide the principal U.S. comggtition (Hong Keng, Korea, and
Taiwan), were paid only one fifth or on+ tenth as much as U.S.
workers.

TRENDS IN THE TEXTILE
AND APPAREL INDIUSTRIES

The U.S. textile industry is generally viewed as quite com~
petitive in world markets. Sophisticated capital eguipment pro-
duces high-quality fabrigs that are in demand abroad, and the
balanua of trade in textile products has been about even over
the lzst decade. Neverthe'!ass, the textile industry has sought
protectior long with the troubled apparel industry, whose conm-
panies a: :.he largest customersz of the textile mills. The
Commerce Department's Office of Tex:iles and Apparel (OTEXA) es-
timates that while the domestic apparel market grew by 0.2 per-
cent a year from 1972 to 1982, apparel imports increased by 4.3
percent a year.l These trends, 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 themse.ves.

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 a decade ago. Accord-
ing to the Institute, at the 1973 peak, textile mills employed
1,010,000, 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 CF TEXTILE AND
APPAREL TR4WDE REGULATION

The Arrangement Regarding International Trade in Textiles,
known as the Multifiber Arrangement (MFA), which became effec-
tive January 1, 1974, provides the legal framework for the regu-
lation of trade in textiles ard apparel. A key objective is tc
provide for the orderly development ~f international trade 'n
textile products;, it defines the circumstances under which trade
in textiles and apparel may be restricted and the nature of ths
pemitted restrictions. Article 4 of the 7] provides for bilat-
eral restraint agreements to regulate trac:. As of June 1983,
the United States had 24 bilateral agreements under the MFA.

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

lFrom 1979 to 1982, OTEXA estimates that the domestic apparel
market declined by 0.5 percent a year while apparel imports
increased by 8.2 percent a year.
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United States was then the dominant world economic power and the
primary force behind international trade liberalization through
multilatera. negotiations under the auspices of the General
Agreement on Tariffs and Trade. Reasons for U.S. executive
branch support of the arrangements included its desire to avoid
new legislation authorizing import restrictions. This remains
valid today. A March i981 study by the International Trade
Commission noted that the Long Term Arrangement:

"cor:tinued the attempt to balance the need for in-
creagsed access to the industrial national markets
for exports from the developing countries . . . with
the need to prevent market disruption in importing
countries. The arrangement stressed the former as-
pect in its introductory statement; in its subse~
quent provisions, however, the latter aspect was
emphagized 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 fiber products, not covered by the Arra.ige-
ment, which contributed significantly to developing countries'
success in exporting apparel in particular. As a consequence,
pressures built up to extend the scope of the Long Term Arrange—
ment. The result was the Multifiber Arrangement.

- Some 50 governments were party to the MFA which became the
statement of principle and policy for international textile
trade. The MFA initially was to be effective from January 1,
1974 to December 3i, 1977, but was later extended with some ma-
jor modifications outlined in 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 c¢f
Textile Agreements (CITA) wuich was established by Executiva
Crder 11,651 (3 C.F.R. 676 (1971-1975 Comp.)). CITA is chaired
by Commerce and consists of representatives from the Departmernts
of State, Labor, and Treasury and the O0Office of the United
States Representative (OUSTR). CITA determines whether and when
to request consultations with an exporting country in order to
avoid market disruption in the United States; it receives policy
guidance from the Textile Trade Policy Group, which is chaired
by the OUSTR and includes as members the Under Secretaries of
State, Treasury, Agriculture, Commerce, and Labor,

OBJECTIVES, SCOPE, AND METHODOLOGY

We made this review pursuant to a request by the Chairman
of the Subcommittee on Trade, House Committee on Ways and Means,
to determine the:



--Ext2nt to which Commerce's dat2 collection proce-
dures meet reguirements for administering textile
quotas.

~-Pogsible alternatives for dec :a collection if pres-
ent ctpabilities are inadequate.

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

~=-Need, if any, to assure g-«ater input from inter-
ested parties.

We first examined two legal issues concerning CITA's pro-
cedures for textile import relief deacisions: (1) the criteria
that must be considered in making a determination of market dis-
ruption and {(2) whether CITA is reyuired to provide notice and
opportunity to comment to interested parties bzfore makiag a .e-
quest £or consultations.

To aszess both the dsoisionmaking process and the data col--
lection y.ocedaves, we conalyzed market disruption statements?
prepare. Ly OTEXA for the 60 requests for consultations made
between January 1981 and October 1982Z. 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 structure of the decisionmaking process with-
in the administration, we interviewed and c¢btained documents
from officials of all CITA agencies, including CITA principals,
their deputies who attend meetings generally held every week,
and other staff. 1In addition, we interviewed and obtained dccu-
ments from officials ©f the International Tr=de Commission,
Commerce's Bureau of the Census, and Labor's Bureau of lLabor
Statistics in an attempt tc identify problems with present data
collection procedures and possible alternatives. Finally, we
met with cfficials of the General Services Administration's
Information Security Oversight COffice in an effort to clarify
'OUSTR's r»ascons for classifying market disruption statements as
confident.ial.

To assess the adequacy of the input Of interested private
gector parties in the decisionmaking process, we interviewed (1)
18 do: 7 *tic textile and apparel producers, some of whom imported
as well as produced domestically, (2) 8 importers and retailers,
including 3 of the 5 largest retailers,!3) trade associations
representing producers, importers, and retailers, and (4) labor

2rhese documents form the bases for requests for consultations
with foreign governments with the objective of establishing
limits where none had previously existed.



union officials. We were interested in their involve.ent in
neyotiating the bilateral agreements as weéll as in CITA's deci-~
sions to request consultations with foreign governments concern-
ing specific categories of textile or apparel imports, We also
interviewed several academicians and reviewed appropriate arti-
cles and studies dealing with textile and apparel trade and im-
port relief for this industry.

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

AGENCY COMMENTS

We sent copies of cur 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. II through VI.) The agencies generally
believed that the draft report wis a comp.sehensive and balanced
study. Commerce found it "positive, constructive, comprehensive
and balanced;" State commented that it provided "in general, a
fair and balanced discussion. . ." Labor found it to be a
"reasonable report based on careful research;" an. the OUSTR
stated that the report was in general a "very useful analys'.s of
a complex pregram." A Treasury representative to CITA to. 4 us
he found the report to be well done and that he would in ge aral
agree with its contents. An ITC official stated he found the
report to be thorbugh and well-balanced. Specific agency
comments, generally of a technical nature, were incorporated
into the report where appropriate.
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CHAPTER 2

MFA AND THE BILATERAL AGREEMENTS

The MFA's objectives, as stated in Article 1 of the Agree-
ment, are to expand trade and ‘o raduce barrierz to and liber-
alize world trade in textile products while at the same time
ensuring the orderly and equitable develcpment of this trace and
avoidance of disruptive effects in individua® markets and on in-
dividual lines of production in both importing and exporting
countries. Also, according to Article 1, the MFA was "to f{ur=-
ther th. economic and social development of developing countries
and secure a substantial increase in their expcrt eatrning: frow
textile products . . ." 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 MFA first went into effect in 1974, initial quotas were to
he based on past import levels and were gensrally 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 the United States, the European Economic Community
did not pursue bilateral agreements during the first MFA period
and, as a result, devealoping country suppliers greatly increased
their exports of textiles and apparel to its member countries.
Under pressure by the Community, when the MFL was renewed in
December 1977, the extension protocol contained an amendment
which allowed for "jointly agreed reasonable departures" from
the 6-percent growth rate in guotas and from the MFA's flexi-~
bility provisions. The amendment allowed for cutbacks in growth
in those products considered sensitive by importing countries.
According to the latest protocol extending the MFA (Dec. 1981),
importing countries are allowed to take actions which might re-
sult in growth rates approximating the growrh of the domestic
market, defined as per capita ccnsumption of textiles and appar-
el. The U.S. textile and appareli industry has estimated this
domestic growth at 1.5 percent.

BILATERAL AGREEMENT PROVISIONS

U.S. bilateral agreerents vary from country 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 manmade fiber tex-
tiles and apparel. Many of the agreements have had aggregate
limits, measured in square yard equivalents, and from two to
four broad "gioup" limits, in addition to specific limits for



more narrowly defined categories.! Aithough many of the agrec-
ments have been comprehensive in tusir coverage, others have
included a limited number of categories--nnly those articles im-
ported into the United States in enough wvolume to be of concern.
Agreements generally have included provisions for the transfer
of unused quotas through carryover (<rom the previous vyear),
carryforward (from the subsequent year), and swing (£from one
category or group to another), so as to provide the exporting
country with flexibility to adjust to changes in the market dur~
ing a given year.

In Februvary 1979, the 0.S. Government issued its Admini-
straticn Textile Program, referred to as the "White Paper."
Flexibility provisions were to be limited, import quotas moni-
tored more ~losely, and bilateral agreements renegotiated *o
prevent sudden increases in imports.

Since extending the MFA in December 1981, the United States
has negotiated or renegotiated agreements with 2% countries, in-
cluding Hong Kong, Korea, Taiwan, and China. Under the latest
bilateral agreements with Hong Kong, Korea, and Taiwan, te¢ :tile
and apparel categories with specific limits have been limited to
growth rates between 0.5 percent and 2.0 percent a year, but,
unlike the previous bilateral agreements. no aggre.aite or group
limits have been established. Smalle> exporters have been al-
lowed growth rates exceeding 6 percent. Flexibili*y provisions
nave alsc been restricted in some of the agreemencs negotiated
in 19€2. '

Biiateral agreements contain a variety of consultationm
mechanisms. According to some agreements, the exporting coun-
tries may request perwission to ship more than minimum or desig-
nated consultation Jevels contained in those agreements.
According to others, th2 United States may reguest consultations
regarding imports nct already controlled by specific limits if
it determines that such imports are causing or threatening to
cause market disruption; the objective of such a request 1is to
establish a specific limit.

The reguest for consultations, 2according to both the MFA
and the implementing bilateral agreements, must be supported by
a factual statement demonstrating market disruption or a threat
thereof. Chapter 3 discusses the decisionmaking proces:z by
which the U.S. Government determines that a request should be
made, and chapter o anaiyzes the market disruption statements
supporting requests for consultations made in 1981 and 1982.

IThere are 108 cateqories in total, 65 for apparel (23 cottor,
16 wool, and 26 manmade fiber) and 42 for textiles (18 cotton,
8 wool, and 17 manmacd2 €fiber).




NEGOTIATION OF BILATERAL AGREEMENTS

In accordance with provisions of the MFA, the United States
has negotiated bilateral agreement. with those countries which
are considered large enough sources of textiies and/or apparsl
to justify import restraints. The U.S. negotiating position g
usually based on information developed on trends in U.S. imports
froam the particular country, potential for greater imports, and
cther factors.

The Chief Textile Negotiator, with the title of Ambassador,
is rt.ae CITA representative from OUSTR. He directs all negotia-
tions with other countries to establish agreements or to make
changes in current agreements. The Negotiator may delegate his
authority to chairmen of additional negotiating teams as neces-
sary. CITA members are usua.ly on the teams that negotiate with
the major supplying countries of Hong Kong, Taiwan, Korea, and
China. CITA members or their designated representatives negoti-
ate with other supplying countries.

Private sentor representatives provide advice to the nego-
tiating teams. Generally, these representatives fall into two
groups. Thne first, consisting of textile, apparel, and fiber
companies, trade associations representing the:xr interests, and
textile and apparel unions, generezlly seek to protect the domes-
tic industry from the disruptive effects of increased imports.
The second, consisting of retailers, importers, and trade asso-
ciations representing.their interests, generally seek to reduce
the barriers to trade i1n 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 companies, meets with members of CITA about wonthly to
discuss problems and progress under the MFA on bil-steral agree-
ments and industry developments and market conditions. The im-
porters/retailers textile advisory committee meets with CITA
members about ionthly to discuss the same things.

Interested party advisors

In addition to providing advice through the advisory com=-
mittees, selecced mempbers of industry and lLabor havs been given
a "clearad tochnical advisor" status. They are available to an-
swer quzastions and give advice, whether the negotiations are in
the United States or in foreign count.ies. Representatives of
retailers and importers were given a somewhat s.milar status in
1982, but they have not been allowed to accompany g¢ '‘ernment ne-
gotiators overseas. It should be noted that irdustry and labor
representatives are not permitted to zttend the actual negotiat-
ing sesgions; nevertheless, the general perception among import-
ers and retailery we interviewed i3 that the industry and labor
representatives have undue influerce on the negotiuiLions. One



" n expressed was that zovernument officials were ragotiating
& ’h with the industry/laror representatives as they were
‘he foreign governments. Although several importers and
. ..ars axpressed a desire to have equul status w:.th industry/
lanrr representatives, otnerg praferred that these represanta-
tives not be permirtad to accompany the U.S. negotiators. In~
dustry/labor represec:atives had varied opinions as to whether
the importers/retailers should be permitited equal status.

CITA members' views on having importer/retailer representa-
tives accompany the negotiators overseas re as follows.2
Commerce's repreeantative to CITA noted that it would give the
samblance of fair play but would dilute the gquality of advice
from the domestic industry. The Chief Textile Nagotiator noted
that he does get the views of the importers/retailers in advance
of negotiations and that the negotiators gn into as much detail
with them as with the industry paople. He told us that, at the
negotiations, three sets of negotidtions are simultaneously in
process witn (1) the foreign government.,, (2) the industry advi-
sors, and (3) other U.S. Government agaucies concerning the next
step to be taken. Consequently, adding the importers/retailers
to those present at the negotiations would result in "one more
cog in the process."” State's representative to CITA agreed
that, were importers/retailers in the sare room as the industry/
labor representatives, there would be "no frank exchange of
views" and the sessions would be non-productive. He also
stressed the limited amount oOf time available, adding that if
the two groups were dealt with separately, the result wculd be
less exposure for domestic industry. Labor's representative to
CITA noted that importers/retailers are represanted to some
extent in that they are "wired in" to the foreign gcvernments.

Treasury's representative to CITA expressed opposition to
allowing industry/labor representatives to accompany the negoti-
ators overseas while parring importers/retailers. He .dded
that, since importers/retailers would represent views consistent
with consumer interests, barring them from acrompanying negotia-
tors overseas demonstrated the "one sidedness' of the prograun.

21t should be noted that we did not evaluate how well this
advisory system works.

W M,
" Vo,

(e
KN
g



CL2PTER 3

DECISIONMAKING PROCESS FOR REQUESTING
CONSULTATIONS IS GENERALLY ADEQUATE

We found the structure of the decisionmaking proces:s within
the Administration, and particularly CITA, to be generaliy ade~-
quate because:

-=Agencies : ‘presenting constituencies that include in-
terested parties; namely, domestic industry, labor,
importers, retailers, and consumers, are members of
CITA and therefore have the opportunity to partici-
pate in the descisionmaking process.

--Decisions to request consultations with foreign gov-
ermaients are reviewed at a sufficiently high level,

--Meetings of CITA are scheduled on a timely bhasis.

In practice, however. Treasury, which would be expected to take
the position most consistent with that of consumers; importers,
and retailers, does not actively participate in the process.

In addition, notwithstanding recent decisions to publicize
all ~onsultation requests in the Federal Register and to make
market disruption statements available to the public, we believe
there could be further improvements in facilitating greater in-
put from intc ~d parties.

STRUCTURE OF «

Ag of December 1982, the CITA principals from the five mem~
ber agencies were the:

Deputy Assistant Secretary for Textiles and Apparel,
Cffice of Trade Development, International Trade
Administration--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--
Labor.

Director of the Office of International Trade--
Treasury.

Chief Textile Negotiator--QUSTR.
Representatives frcm each of the CIT! -member agencies, ex-

cept Treasury, meet approximately weekly ‘.0 review data on im-
ports an? to deter.nine whether imports i.. particular product
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categyories from particular count:ies are causing or threatening
to cause market disruption. These "Sub-CITA" reprasentatives
are at the GS~12 to GS-15 level, with Commerce's higher ranking
representat..ve acting as Chairman. Prior to the weekly sub-CITA
meeting, OTEXA distributes an agenda indicating the categories
by countries that are to be considered. According to CITA offi-
cials, consideration of a particular category/country is trig-
gered by an increase in imports in a "sensitive" category. The
term "sensitive"” is not defined but, based on discussions with
CITA officials, it appears that a sensitive category is one with
either a high or an increasing import/production ratio.]! We
were told that consideration of a category/country might also be
trigaered by a congressional inquiry or by industry complaints.

OTEXA maintains records on imports in each category from
each bilateral agreement country and on specific limits, consul-
tation levels, and flexibility provisions set forth in each
agreement. Under a special system set up with Hong Kong, Korea,
and Taiwan, OTEX2 also monitors export authorizations issued by
these governments to exporters to ship stated amounts of goods
of particular categories not subject to specific liuits.

The executive order establishing CITA allows the Chairman
to make a decision to reguest consultations with a foreign gov-
ernment unless a majority of the members object. CITA members
told us that in practice, however, any decision to request con-
sultations is made by consensus. The sub-CITA representatives
confer with their superiors (the CITA principals) at their re-
spective agencies, both before and after the weekly sub-CITA
meetings. When a request for consultations might have serious
foreign policy implications, approval by the Secretary of State
or Under Secretary for Economic Affairs would be obtained by the
Siace representative to CITA.

In considering a request for consultations, CIT. represent-
atives have statistical information available on imports, dones-
tic production, import/production ratios, and import values for
the category in questicn. CITA officials told us that they
might consult industry, labor, and/or importers and retailers,
either by %*elephone or through their monthly advisory committee
meetings; they do not inform such non-govarnmental parties, how=
ever, that a request fur consultations jis veing considered for a
particular category/country.

A CITA official told us that the decision tn request con=-
sultations for a particular category/country was judgmental,
dependent on a variety of factors, including an increase in im-
ports, market share, price, domestic production, employment,

TRatio cf impoirts of a particular category of textiles or
apparel to domestic production of that category, measured in
square yard equivalents.

11



etc. One CITA representative commented. that the systam for mak-
ing consultation requests is reactive, attempting tc¢ atisfy the
domestic industry.

There are no formal notes of discussions between sub=CITA
representatives at the weekly meetings during which a consulta-
tion request would have been considered. If consensus is lack-
ing at the sub-CITA level and at least one anency feels s+rongly
that a request should be made. then the CITA prancipals would
hold telephone discussions.? We found no memoranda of such
telephone conversations, however. Consequently, to assess the
persuasiveness of a particular request for consultations and the
adequacy of support for the finding of market disruption, we
made an in-depth anaiysis of the 60 market disruption statements
supporting consultation requests made to foreign governments
during January 1981 to October 1982, (See ch. 5.)

Concerns of individual CITA members

The agencies' CITA representatives Lkring different view-
points and particular concerns to the decisionmaking prorcess.
Comrerce is concerned with the impact of imports oa the domestic
textile and apparel industry, Labor with the iitpact of imports
on cdomestic employment, and State with foreign policy implica=-
tions of restricting imports. The OUSTR 1is concerned with
avoiding market disruption while keeping trade flowing as freely
as possible, while Treasury is concerned with promoting free
trade and with representing the domestic consumer. However, it
should be noted that the Treasury representative to sub-CIT? 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 consultations.
Instead, 1Treasury participates in meetings <f CITA principals
where broader policy issues are discussed.

INPUT FRO. INTERESTED PARTIES

Non-governmental U.S. parties directly affected by the ad-
ministration of the MFA and the bilateral agreements generally
fall into two groups. The textile, apparel, and fiber companies
and texti.e and apparel labor unions generally seek to protect
the domestic industry from the disruptive effects of increased
imports. The retailers and importers generally seek to reduce
the barriers to importing textile and apparel products. Not-
withstanding recent decisions to publish all consultation re-
quests in the Federal Register and to make market disruption

2There were seven meetings or CITA principala during our re-

view--Jan. 1981 to Oct. 1982. An examination of the minutes of
those meetings indicated that, although particular consulation
requesis were occasionally discussed, there were noc details
concerning the justification for such requests.
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statements available to the public, we believe there could be
further improvements in facilitating greater input from these
interested parties.

Representatives of both the industry/labor and retailer/im-
porter groups meet with CITA members about monthly to discuss
industry developments and market conditions and there may be ad-
ditional telephore or other contacts between CITA and outside
parties. CITA does not solicit comments concerning a particular
request until after the request is made, however, because it
believes that providing advance notice of a request would e.-
courage an increase in imports before the gquota imposed by the
request takes effect. This could further harm the domestic in-
dustry it seaks to protect. Commerce maintains that the current
; “ocedures preserve the importer's procedural rights by allowing
notice and comment before consultations begin.

Legal considerations

In our view, CITA's current procedure is not legally ob-
jectionable. The consuitation request is the first step in a
process leading to negotiation of quota levels with a foreign
government. The negotiations themselves cnlminate in an agreed-
upon import quota or gererally, if no agreement is reaclied be-
twee.l tho governments, imposition ¢f a gucta based on formulas
in the agreement between the countries. Thus, even though the
request ¢generally results in import restraints, the request it=-
self is an interim mechanism pending consultation; it is not a
final step in the process. Comments received from interested
parties after the request is made .2y, in theory, influence the
U.S. position in negotiations or, as Commerce has indicated, may
ultimately convince CITA to withdiraw the request altogether.
Although CITA's wrocedure rloes not provide for participation by
interested parties at thr :arliest possible stage, it does allow
participation before 2 ‘1ial decisi-n on quotas is made, at a
point. where interested vties' comments could still be effec-
tive. Moreover, while po<ters may be hurt hy imposition of
restraints without prior iciice and hearings, domestic industry
will be hurt, according to Commerce, if notice and hearings are
granted. Since the purpo3e of *he cr nsultation mechanism of the
MFA generally is to protect domestic industry from market dis-
ruptiovn, we cannot say that CITA is actino unreasonably in adop-
ting a procedure w-ich, in effect, strikes a balance between
conflicting intcrests in favor of protecting domestic industry.
CiTA's procedure is an acceptable compromise between protecting
domestic industry from further harm and guaranteeing interestad
parties' procedural rights.

Federal Register notices and public comments

When requests are made, notification is made in newspapers
(including the Daily News Record and Women's Wear Daily) and
trade magazines, and the American Association of Exporters and
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Importers is contacted by telaphone. .. The Association's weekly
publication, International Trade Alert, distributed to the en-
tire membership of cover 1,300 comparies (about 400 in the tex-
tile and apparel area) z2lso includes notices of requests made by
CITA. In addition, CITA publishes a notice in the Federal
Register that a lonsultation request has been made and provides
an opportunity for comment.

During the course of our review, we guestioned why notices
were not published in the Federal Register concerning requests
to Hong Kong, Korea, and Taiwan. According to the bilateral
agreements with these three countries, their governments notify
the U.S. Goverument, on a weekly or monthly basgis, of 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 ot “ered no rationale for not publishing
these requests in the Register and said that he thought doirg so
would be useful to importers. In June 1983, CITA began publish-
ing all reguests in the Register.

'he notice published in the Federal Reqgister indicates
that a request has been made toc a foreign government f r consul-
tations concerning a particular category of imports. i~ 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 i3 not contained in the Regis-
ter notice nor is any abbreviated discussion of the statement's
contents or justification for the request.

In 1981, public comments were received for ¢ of the 10 re-
quests for which there was notice and solicitation of comaanis
in the Federal Regisier. The other 10 requests in 1981 were to
Hong Kong, Korea, and Taiwan, for which there were no announce-
ments in the Register. 1In 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 comnments were submitted on requests not
publicized in the r~gister.

Public comments on the publicized requests came from a var-
iety of parties, with as many as five separate submissions re-
ceived on a single request. Comments supporting requests were
received especially from textile and apparel trade associations
(9 separate submissioneg), but also from incividuval textile and
apparel companies (3), and from the International Ladies'
Garment Workers Union (l1). While there was a total of 13 seats
of comments submitted in support of consultation requests, only
4 sets of comments were submitted in opposition to requests--one
from the American Association of Exporters and Importers, two
from attorneys for individual companies importing the goods in
gquestion, and one from a group of companies belonging to the
National Council for United States-China Trade.
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The fact that importers, retailers,” and othsr parties who
might oppose the consultation requests have submitted so few
public comnents is interpreted differently by various parties.
A CITA ofticial commented that the importers/retailers have lit-
tle of substance 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 has yet to be a request withdrawn in response to any
public commerts.3 He added that importers realize that they
won't get any satisfaction, and so don't even bother commenting.
He also noted %iat, except for the largest importeru/retailers,
companies in'olved in textile and apparel importing are not
"sophisticated encugh," or don't have the necessary attorineys.
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 disruptinn statements nor justifications
for the requests had been made available to the public until
June 1983. (See below.)

Notwithstanding the relatively few submissions of ccmments
opposing particular consultation requests, importers 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 Association of
Exporters and Importers filed a suit on November 29, 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
apparel panels, noting that Commerce had admitted that "thera is
a lack of sufficient and timely apparel production, sales, con-
sumption, and price data . . . necessary to identify and sub-
stantiate market disruption resulting from imports and to deter-
mine and monitor curreunt trends in apparel markets."

The Association also said that CITA had failed to provide
advance notice and opportunity for affected parties to comment
prior to making its market disruption determinations. Further-
more, it noted, the United States failed to "provide, publish,
release or otherwise male available" the market disruption
statements justifying the reguests (except for its November 1980
release of a statement on twn 1980 requesus to China).

CLASSIFICATION OF MARKET
DISRUPTIGN STATEMENTS

During our review, the market disruption statements pre-
pared by OTEXA had been clagssified as conflidential by the OUSTR.

3with respect to the 4 cases from our sample of 60 consultation
reque3ts where comments were submitted in opposition, none of
those requests were withdrawn.
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Our analysis of the statements indicated that an overwhelming
amount. of the material in them was publicly available. Whether
the statements had been appropriately classified was important,
because classification has been viewed by parties outside the
government--primarily importers and retailers-~ags a means of
covering up the fact that the statements do not reasonably de-
monstrate findings of merket disruption. Moreover, importers/
retailers have argued that classifying the statements prevents
them from commenting substantively on whether a particular
consultation request is justified.

In an effort to understand the rationale for classifying
the disruption statements as confi“a2ntial, we raised *he ques-
tion of the appropriateness of c¢° :sification with each of the
five CITA agercies. In adliitic . we initiated a request in
August 1982 with the Iiformation Security Oversight Office
(1soC) of the General Services Administration for assistance in
reviewing the basis by which OUSTR classified the disruption
statements. ISV0 o ersees implementation of Executive Order
12356, entitled "National Security Information," which was the
basis for classification of the market disruption statements.

At a June 1983 meeting of the Management/Labor Technical
Advisory Committee, CT announced the dacision to release mar-

ket disruption state for public scrutiny immediately after
they had been presen.- +ro the appropriate foreign governments.
The decision was tc J/ to all statements dated after Juue 135,

1983. 1In &ddition, 2 OUSTR was to begin work to declassify
statements dated prior to Tune 16, 1983.

OUSTR's rationale for classification of the statements pre-
pared during the period of our review, the results of ISO0'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 statem=ants contained information
falling under Section 1.3(3) (foreign government information) or
Section 1.3(6) (scientific. technological, or economic matters
relating to the national s..curity) of Executive Order 12356.
In regponse to 1SO00's inquiry, the Chief Textile Negotiator ex-
plained that the statements contained items sensitive to the
conduct of negotiations which were to take place; they were the
"gtarting point" cf %' 1egotiations. Also, the statements con-
tained informacion ti..: was received in confidence irom the for-
eign governments or tnat officials of CUSTR or another U.S.
government agency had learned from foreign government officials.
i'inally, certain information in the statements was sensitive in
that it could affecc non-textile trade relations with the ."»un-
tries in questior and/or U.S. relations with third countries.

In response to our inquiry, ISOO reviewed nine market dis-

ruption statements dated June, July, and August 1982 and con-
cluded that they were justifiakly classified as confidential.
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T1SOC noted, however, that OUSTR's marking of the deccuments was
1.0t in compliance with two requirements of the Executive Order.
First, the documents were not portion marked; that is, classi-
fied portions were not distinguished from the unclassified por-
tions. 3Second, the documents were designated to remain classi-
fied for a period ionger chan required; the Executive Order
provides tlhat, at the time a document is classified, a specific
date or avent frvr declassification should be established when
such a A.te can be determined. The declassification date estab-
lished for the 1982 dieruption statements examined by IS00 was
1987 - 1988. 1IS00 indicated that OUSTR should have established
a deulassification date besed upon compietion .f negotiations.

In October 198Z, ISO0 requested that OUSTR gportio~n mark the
disyuption si: .c¢rents and thatr earlier declassificatinii dates be
estab’ . ched. Ir arparent re oonse to uan earlier informal re-
quest ., 1S0(, CUSTR started portion narking the documents in
Septem er 1982. Declassification dates, however, remzined the
same.

"We cornzluded that the 1981 and 1982 statements consisted
ove vvielmircty of information that was publicly available. Such
intr. ration generally includad currer. import data from Com-
merc'y “Me ,or Shippers Report" (a report based on Census data).
and producticn and import data and import/production ratios over
time from a Commerce publication entitled "1.S. Production,
Imports 2-d Tmport/Production Ratios For Cotton, Wool and Man~
Made Fibe~ Textiles and Apparel."” T:e narratie wortioas of the
statements Jenerally were based on this oublic :information. We
found that the only consistenv exception was in the statements
supporting consultation requests tuv Hong Kong, Korea  and
Taiwan, w! ~ " included data on <xpoi.. authorizations issuad by
the foreig¢ gove:. . .ats.

The Chief Tex.ile Negotiator told us in December 1982 <that
OUSTR still believed the market disruption statement to be a ne-
gotiating document and exprecsed surprise ac the extent of in-
terest over the statements. According to the Chief MNegotiator,
it is virtually impossible to convince importers/retailers that
a case for market disruption exists, since the progrz s not in
t»~ir interest. The Commerce representative to CITA .0ld us in
C anary 1983 that Le thought the disruption statements should be
declassified, either immediately after submission to the foreign
government or at the end of the negotiations. He stated that if
the statements were to be declassified immediately, the import-
ers/retailexs could davelop information which might unduly raise
ti.e foreiga government's expectations for a more favorable out-
come in the ensuing consultations. The State representative to
CITA told us that, although he agress that ithe import restraint
program is a foreign affairs function, the sta.ements should not
be clasgified.
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In June 1983, CITA decided to release market disruption
stat ements for public scrutiny immediately after presentation to
the appropriate foreign governments. The decision was to apply
to all statoments dated after June 15, 1983, and OUSTR was to
begin declassifying statements dated prior tc June 16, 1983.

CONCLUS1O0ONS

The structure of the preasent decisionmaking process for re-
questing ceonsultations 12 generally adequate. However, the pro-
cess is weighted toward protecting dcmestic 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 pre-
vided through the OUSTR. Treasury, which would be expected to
take a position more consistent with that of consumers and/or
importers/retailers, generally does not participate in the de-
cisionmaking process.

Most of the material contained in the market disruption
statements is publicly available information. We believe that
CITA's June 1983 decision to release disruption statements for
public scrutiny immediately after presentation to 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 Register, 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.

RECOMMENDATION

We recommend that 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 Register notice.

AGCENCY CCMMENTS

All ClTA agencies except Treasury responded with written
comments to our report. The agencies generally found the report
to be comprchensive and balanced. IS00 agreed with our inter-
pretation of its review and recommendations to OUSTR. The State
and Labor Departments supported the recommendation to publish
the market disruption statement, or arn abbreviated discussion of
it, in the Federal Register. Commerce stated thit it will con-
sider publishing a summary of the statement in the Register,
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CHAPTER 4
BETTER DATA COLLECYION PROCEDURES ARE NEEDED

CITA's data collection procedures do not provide the cur=-
rent and detailed data that would better support findings of
market disruption. Production data are dated, employment data
are not compatible with the textile and apparel categories that
are the subjects of consultation requests, and assertions in the
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 -mmerce Department solicita-
tion for data on consumer purchases noted that:

"At present there is a lack of sufficient and timely
apparel preoduction, 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 importe are only 2 to 3 months old at the
time a request is made, production data generally range from
between 10 to 24 months o0ld. Consequently, if productisn 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~
making a request unnecessarily, to the Jetriment of importers
and retailers.

The makeup of the apparel industry makes data collection
difficult at best. The industry is dispersed (an estimated
20,000 firms nationwide) with a large number of small producers
supplving 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-
try and therefore not see the importance of supplying data.He
added that there is a tradition in the apparel industry of not
supplying data which could possibly be used by a competitor.

Notwithstanding the:: problems, we believe that there is
both a need and room for improvement. Moreover, given the pro-~
tection that domestic manufacturers are deriving from import
restrictions resulting from consultation requests, we believe
that they should be prepaved to provide data so that the re-
quests that are made are well justified. The following sections
describe tre cuisrent data collection procedures for domestic
production, employment, other market factors, imports, and
vcices and discuss 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 12 months after the end of the calendar year. Consequent-
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-
continved due to budgetary considerations. Census resumed col=-
lecting such monthly data in CJanuary 1983. Representatives of
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's and children's outerwear, and underwear and
nightwear. For the annual data, Census mails a questionnaire to
all known apparel manufacturers, jobbers (those having garments
made for tham by contractors) and government contractors (those
making garments for the federal and state governments from gov-
ernment-furnished materials), Data are no+ requested from es-
tablishments with 5 employees or less. There are about 4,000
reporting units in total for the 3 annual surveys. The ques-
tionnaire--a computer-imprinted form with the company rame and
data reported during the last 2 years--is mailed out in January,
for completion andé return in 30 days. It asks for cuttings data
and dollar values of net shipments by product code. There are
breakcowns by fabric (i.e., cotton, mannade fiber, wool, and ali
other) and, in some .zses, knit and woven fabric are dirferenti -
ated. The product ccdes are 7-digit numbers, with the first 4
digits representing the Standard Industrial Classification code.
At Commerce, OTEXA processes the annual data from product codes
into the 65 differen% apparel categecries for which consultation
requests are made.

There are three follow-ups to the gquestionnaire 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 un%il October, Ncvember, or December of the
following year.

With respect to monthly surveys, it should be noted that
the Secretary of Commerce is authorized to conduct surteys to
provide "annual and other interim current data" on subjects au-
thorized for census coverage. Although the Secretary is empow-
ered to make monthly surveys, ‘the penalties for non-disclosure
of information requested by Census do not apply to surveys taken
more frequently than annually (13 U.S.C. § 221-225). According-
ly, responding to monthly surveys is voluntary.

The wmcnthly apparel production data that Census had col-
iected thruough Decerler 1981 had a 90 percent cut-off sample.
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Thus, for each product code, information would ke collected from
as many reporting units as necessary to parmit 90 percent cover-
age of that product code. AEbout 900 units were sampled in to-
tal--about 450 each for men's appare) and for women's, misses',
and juniors' apparel. The sampled units were asked for data on
cutting of selected garments and for shipments of sweaters. The
men's apparel summary showed cuttings data for 15 garments and
the wemen's for 8. There was no breakdown by fiber of fabric or
whether the fabric was knit or woven; consequently OTEXA was not
able to put the data into the MFA apparel categories on which
requests are made. GSummary informaticn was published abcut 45
to 60 days following the reporting month. According to Census
officials, the response rate varied oy line item but averaged
w0 to 65 percent in terms of cuvtings. If the response rate
fell under 50 percert, the summary information would not be
published.

The collection of monthly apparel data resumed in January
1983. The combined sample of men's apparel and women's, misg-
es', and juniors' apparel, consisting of about 1,000 reporting
units, represents about 90 percent of production for each line
item (12 men's and 9 women's garments). Again, the forms ask
for cuttings data (or shipments data for sweaters), and there
is no fabric breakdown by fiber. Consequently, the summary data
will not correspond to the MFA apparel categories.

Census also collects textile production data through quar-
terly and annual surveys for broadwoven fabrics and annual sur-
veys for knit fabrics. The firms surveyed report in sufficient
detail) for OTEXA to make a concordance between the approximately
175 li~e items and the 43 different MFA textile categories. The
ovarall raosponse rate to the gquarterly survey on broadwoven fab-
ric is about 75 *o 80 percent. Only thosc firms that do not re-
spond to the quarterly survey are asked to respond to the annual
survev. Overall response for the annual and quarterly surveys
on broadwoven fabrics is about 90 percent. The response rate
for the annual survey con knit fabrics is about 90 percent. Sur-
vey results are in usable torm 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 vear for the annual broadwoven survey,
and almost a year after the end of the calendar year for the an-
nual knit survey. Respondeants totaled about 400 on the brcaid-
woven suvrveys and abcut 1,300 on the knit surveys.

BLS EMPLOYMENT DATA

The Labor Department's Bureau of Labor Statistics (BLS)
col wts employment data which are relatively timely, but since
the data are not fiber-specific, they are not compatible with

the textile and apparel cutegories which are the subjects cof
consultations

BLS makes monthly establishment surveys for employuent,

puyroll, and hours in 20 selected manufacturing sectors, includ-
ing textiles and apparel. Included in the monthly tabulations
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cf survey results are monthly data and annual averages for em-

ploymert, earnings (average weekly and average hourly) and hours
(average weekly and average overtime). -

Using the Standard Industrial Classification system, the
data is hroken down into 18 separate categories for (extile mill
products and 20 categories for aprarel. The results 'f a month-
ly survey of a sampling uf 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 and fiber material.
Establishments surveyed are 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 well fall
into 2 or more of those categories.

OTHER DATA ON THE DOMESTIC ECONOMY

Census production data and BLS employment data are the data
rmost consistently used by CITA in determining market disruption.
In addition, OTEXA officials noted that representatives of Jo-
mestic industry, labor, importers, retailers, and trade associz-
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
variety of sources, including the Daily News Record, Textile
World, and other trade journals; these provide gencral market
data; for exawmple, that demand is weak.

Annex A of the MFA lists 10 factors relating to the state
of the industry which are to be examined in determining market
disruption. An OTEXA official noted that information on many
of the factors may be available for the industry as a whole but
not at the specific category level. He added that domestic
industry officials provide some data and that, with regard to
its credibility, if 9 of 10 companies indicate, for example,
that capacity utilization is low, then this is 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,
then publicizing this data could cause market speculation by
competitors.

It is not only importers and retailers who are concerned
with the collection of data used in preparing market disruption
statements. Domestic industry, and especially 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 Institnute began collecting pro-
duction data on a confidential basis from its approximately 200
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, with the largest firm
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accounting for about 6 percent of total production. WNn one firtm

dominates domestic production, but the Inetitute estimates that
the top 200 textile companies (.;oinciding roughly with its mem~
bership) account for about 85 percent of tctal production.

The American Textile Manufacturers Institute surveys its
member companies with varying frequency (from weekly to quarter-
ly), requesting data on production, inventories, and unfilled
orders. Aggregate information is available within a month of
the reporting period. The Institute captures between 50 and 100
percent of prcduction for the categories 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 ajgregate data would be available to the
U.S. Government if requested.

As noted earlier, collecting producticn 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 publisghed around July of each year, with identifica-
tion of production by fiber conternt. The data are based on a
sample of about 700 manufact'wers who identify the percentage
increase (or decrease) in produc~tion from “he prior year. Thes:
percentages are then applied to the prior year's census data to
produce current year eatimatec, These estimates are revised in
the subsequent year's repo.t to reflect Census figures.

CONSUMPTION DATA

In December 1281, Commerce solicited bids for data on con-

sumer purchases cf apparel. In December 1°7 ~ contrezst was
signed between the Commerce Department and - rket Research
Corporation of America. The Corpcration ts data from

about 11,500 households throughout the Unite:.. . .ates, 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 per-
centages of *~hose fibers) in garments purchased and to indicate
whetr .r the garment is imported (names of individual countries
are not requesteC). The data are available in aggregate form
approximately 6 weeks after the close of the month, and results
are sold to marketing officials at all stages of the textile
pipeline; i.e., retailers, manufacturers, mills, and fiber pro-
ducers.

The Market Research Corporatior of America has prepared a
concordance, or match, betwean its 3,000 to 4,000 product codes
and the 65 MFA apparel catogories. According to an OTEXA offi-
cial who has contacted various users of the Corporation data,
aggregate levels indivated by the Corporation may be inaccurate
and imports are probably understated, but trends (percentage
changes) are considered fairly accurate. According to the same
official, if the concordance is satisfactory, OTEXA will receive
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its first dats .fx. . the Corporaticu in the summer of 1983. Pre-~
cisely how the data will be used in OTEXA is unknown, but it may
be used as an indicator of domestic production.

Importers and retajlers believe that consumer data are in-
adequate as a measure of the state of thke domestic textile and
apparel industries. They note that such data are derivative and
cannot substitute for direct data obtained throvgh 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 cocllect
textile and apparel import data. The importer of record pre-
pares a document (Customs Form 7501) describing the merchandise
being imported. Thies and other statistical information is veri-
fied by Cus‘.oms officers, and a copy of the form .s sent to
Census tor statistical processing. Customs Form 7501 records
the Tariff Schedule of the Jnitad States Annotated (TSUSA) 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 t» OTEXA
within about 30 days oi. the reporting period. OTEXA then pre-
pares the monthly Major Shippers Report, which cites, in de-
scending order, ~cuntries whose imports of each category exceed
certain amounts for the year ending as of the reporting period.
These amounts are one million square yurds equivalent Zor cotton
and man-made fiber textiles, 700,000 for cotton and man-made fi-
ber apparel, and 100,000 for wool textile and apparel products.

A second document prepared by OTEXA is the Performance
Report which matches Customs and Census data against guotas 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 irports of cortrolled categories only. All these data
collected through Customs and Census are publicly available.

Additional data on imports are obtained for Hong Kong,
Korea, and Taiwan. As specified 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 CIIA to request consultations with these gov-
ernments before the goods are actually shipped to the United
States. Such data, if available from other expo rting countries,
would be brneficial to CITA deliberations.
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Price data are important because Annex A of the MFA re-
quires that a.determination 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
aubstantially below those prevailing for similar qgoods of com-
pavable quality in the importing country's market. With respect
to Aomestic price data, an OTEXA official told us that, when a
consultation request is being considered, publications such as
Inside Textiles, Daily News Record, and Textile Week are con-
sulted and that telephone c\lls are made to U.S. manufacturers.

For import price data, OTEXA established a computerized
system whereby data from Census 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 on a weighted average of het-
erogeneous products «lassified within_the same TSUSA number,
a change in the composition of imports 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 for collecting domestic industry data through gues-
tionnaires based on MFA categories. They note ITC's broad ex-
pertise in collecting 2nd cvaluating domestic industry data and
its reputation as an independent and objective agency.

In respcuse to a request from the Subcommittee on Trade,
House Committee on Ways and Means, the ITC in March 1982 devel-
oped cocst estimates for quarterly and annual monitoring of the
textile and apparel industries. The estimates were dased 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 would include
information on average prices and an indication of productivity.
ITC estimated 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 from industry on an MFA cate-
gory basis and that attempts to collec: it would "at best lead
to sporadic returns with little hope that the numbers would have
any bearin¢ tn actual operations in a particular company."

ITC estimated its budget costs as follows.
-=$140,000 in annual costs for coverage o. the 40
largest MFA categories in terms of imports (88

percent of 198] imports of MFA category products
measured in square yard equivalents).
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-=$215,000 for coverage of the 60 largest categories
(96 percent).

-=$272,000 for the 80 largest categories (99 per
cent).

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

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 quescionnaires for each category, but they
would be fairly standardized. The official added that the pro-
posed investigatiorn would be computerized and far more stream-
lined than the normal ITC investigations. The greatest diffi-
culty with data collection would be to make the distinction
between fibers; producers generally do not xeep data on just
cotton shirts or just manmade fiber shirts. Another problem
stemg from the biending of fibers, e.g., 65 percent polyester,
35 percent cotton. With respect to imports, if cotton accounts
for the primary dollar value of an item, it is considered cot-
ton, even if the material is less than 50 percent cotton. For
domestic production, on the other hand, the material is consid-
ered cotton if the greaver percentags is cotton.

Another alternative to the present data collection proce-
dures would be for Census to collect data more frequently,
(semi-annually, quarterly, or monthly), in enough detail for a
concordance to be feasible between the Census line items 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 $500,000 and $60C 000 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 $225,000 annual
costs incurred for the monthly apparel survey that Census 1is
making this year and which would be unnecessary if the detailed
monthly survey described above were made. Althocugh 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 that a goal would be to have
data available 60 days after the end of the month for the month-
ly survey and 90 days after the end of the reporting period for
both the quarterly and semiannual surveys. Estimated response
rate, assuming extensive telephone follow-up, i3 65 to 70 per-
cent.

Census officials noted that it would be very difficult to
get nonthly or quarterly apparel data in the same amount of de-
tail as the annual data since it would not be mandatory. Also,
any monthly c¢ollection of apparel production data compatible
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with the MFA categories would have to compete with other surveys
funded from Census' information collection budget. Finally, the
Office of Management and Budget would have to apprcve such an
information collection request. To make response mandatory,
Congress would have to enact legislat.on.

CONCLUS IONS

Up~to-date production data is important to CITA delibera~
tions in assessing the impact of current 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 Jata collection alternative, we believe it is
preferable that Census should begin collecting data compatible
with the MFA 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 benefits that manufacturers derive from import restric-
tions resulting from consultation requests. If Census €inds
that information obtained from domestic manufacturers on a vol-
un.ary basis is not sufficient for statistical validity, then
the Secretary of Commerce should request Congress to enact leg-
1slation 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 commenting on our
draft report, the State Department supported 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
Census." Commerce replied that both CITA and the White House
Interagency Working Group on Textiles and Apparel have consid=-
ered montaly mandatory reporting and concluded that it would be
an unnecessary burden both on the domestic industr and the Can-
sus Bureau. Commerce indicated that the Working Group would re-
commer ] quarterly repcrting instead. Census noted its "serious
reservaticns aboui whether such detailed information can be col-
lected monthlv." Based on comments of Commerce and Census, we
have reconsidered our proposal and concluded that gquarterly col-
lection or production data by Census would be an acceptable com-
promise.

lcongress has enacted legislation making response mandatory on
monthly surveys in only a few cases, including fats, oils, and
cotton.
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RECOMM:ENDATION

We recommend that the Secretary of Commerce direct the
Crairmau of CITA to arrange with Census to begin collecting data
compatic’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 to0 enact legislation making such response mandatory.



CHAPTER 5

MARKET DISRUPTION STATEMENTS
COULD BE MORE PERSUASIVE

According to the MFA, a detailed factual statement demon-
strating market disruption must accompany each request for con-
sultations made to a foreign government with the objec-ive of
restrictina imports. Under Annex A of the Arrangement, a deter-
mination of market disruption must be based on (1) a finding uf
actual or threatened injury to the domestic industry 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
threatened injury is 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 substantially belcw those prevailing for similar goods
of comparable quality in the market of the importing country.
The Annex does not limit tha relevant injury factors to those
listed or reguire that each factor be examined; they are given
only as examples of "appropriate factors" bearing on the state
of the domestic industry.

We found that, aithough CITA addresses the factors cutlined
in Annex A, the information used on the domestic economy is

”~

o7 n dated and/or not compati.le with the categories of imports
t! may be restricted and .nus lessens the persuasiveness of
t isruption ctatements.

REQUESTS MADE IN 1981 AND 1932

wWe reviewed all markzet disruption determination statements
prepared by OTEXA which supported requests for consultations
made during 1981 and the first 10 months of 1982. Cf the 20
requests made in 1981, 15 were for apparel categories and 5 for
textile categories. Of the 40 recuests made in the 1982 pariod,
36 were for apparel categories and only 4 for textile categor-
ies. This reflects the relative competitiveness of the domestic
textile industry compared with the domestic apparel indactxy.
The number of requests by exporting country is shown helow.

Number of Consultation Reguests

Country 1981 1982 Total
Hong Kong 2 3 5
Taiwan 5 8 13
Korea 3 9 12
China 5 12 17
Sri Lanka 3 0 3
Japan 0 1 1
Mauritius 2 0 2
Hungary 0 3 3
Indonesia 0 3 3
Maldives 9 1 ny
Totals 20 4 £,
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CONSIDERATION OF MFA REQUIREMENTS

In determining injury, Annex A prcvides that the findinq of
market disruption may be based on either actual or threateaed
injury to domestic preoducers. In the Annex, the examples of
factors to be examined in assessing the state of the domestic
industry are turnover, market share, profits, export per{iorm-
ance, employment, volume of disruptive and other imports, pro-
duction, utilization of capacity, productivity, and investm-~its,
The Annex does not limit the relevant factors to chose listad or
require that each factor be examined; rather, +hey are ygiven
only as examples of "approvriate factors" bearing on the sgtate
of the domestic industry.

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 Yo the state of the domestic indus-
try must be examined in each case, regardless of whether the
basis for the reguest for consultations is actual or threatened
injury. It would not be sufficient to rely on the causation
factors--those relating o import activity--to establish per se
a threat of serious damage.

In determining whether the injury is caused by import ac-
tivity, Annex A lists two factors to be considereil: a surge in
import activity and sales of imports at prices substantially be-
low tliose for similar goods of comparable quality in the import-
ing country. Paragraph iI states that those two factors “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 10t demonstrate both criteria
in every case. In our view, Commerce's position is a reasonable
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-
tien and whether injury is caused by impovts a*  r.ces substen-
tially below those for similar goods of comparable guality) and
3 or 4 of the 10 injury factors were addressed in disruption
statements prepared in support of the 1981 and 1982 requests.

For the first causation factor--a surge in import activity
from the country in gquestion--1981 statements included data
showing a change in import activity in 19 of the 20 requests
made in 1981 and in all 40 requests made in 1982, Data included
percentages of change in the volumes of impor:ts from the previ-
ous 0 the current year. With a one or twc month lag, data was
presentad on a "year-ending" and "year-to-date" basis; i.e., if
a request was made in August 1982, data would compare imports
for (1) July 1, 1981 throuch June 3C, 1982 with those for July
1, 1980 through June 30, 1981 and (2) January 1 through June 30,
1982 with those for January 1 through June 30, 1981.
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For the second causation factor--import prices substantial-
ly below those those for similar goods--z comparison of =1 i:as

between the imported and similar goods inr %“he U.S. me was
included in all statements for recueste wade in 1981 4982,
' anerally prices of one or more specific TSUSA art. v

indicated for imports from the country in gquestion, fc. -mpo.
from an average of 4 other countries, and for articles produc
in the United States.

We found that 6 ¢f the 10 injury factors listed as examples
in Annex A of tl.ie MFA were rarely ii ever addrezesed--turnover,
profits, expori. pe. formance, utilization of capacity, productiv-
ity, and investments. Three of the other 4 factors--production,
market share, and volume of disruptive and other imports--were
addressf ) in all instances as shown below.

Number of statements in which
factor adcressed

Factor 1981 1962 Total
Production 20 40 62
Employment 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 OTEXA's analysis, was the import/production ratio. This
ratio indicates the volume of total imports, measured in square
yard equivalents of the . _egory divided by the volume of domes-
tic production in square vard egquivalents of that category.
CI1TA rewnresentatives indicated that this factor, along with do-
mestic production, emplouyment, and market share, was an impor-
tant element in the determination +o ‘make a request. The
import/production ratio compares the volume of imports of a par-
ticular category with the volume of domestically produced goods.

SUPTORT FOR F1NDINGS
OF MARKET DISRUPTION

While OTEXA addresses both causation and injury factors as
outlined in Annex A of the MFA, information used on the domestic
economy is often Jated and/or not compatible with the categories
of imports that .iuy be restricted and thus lessens the persuas-
iveness of the disruontion statements. r thnugh production
data and, to a lessei. extent, emnloyment data, are included in
the statements, there are problems in the gquality of both types
of data in terms of supporting a determination of market disrup-~
tion. 1In addition, lack of documentation as to why other major
suppliers of the category bheing restricted have not been the
subjects of requests further detracts from the persuasiveness of
the statements.
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The "actual" production data in the disruption statements
were generally between 10 and 32 months old. "Estimated" or
“preliminary" production data were more recent —-under 10 months
old. The employment data, although relatively timely, were not
compatible with the MFA cateygyories because the data were not
fibar specific. With respect to the import/production ratios,
since the denominator of the ratio is the volume of domestic
production, the ratios in 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 C1TA 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 c¢onsultation request is made 1is included in CITA's
analysis.

Information on import market shares and volumes of imports
from the ccuntries in question, total U.S. imports, and imports
of other major suppliers was relatively current (generally only
2 months old) at the time of the request. For the 20 requests
wade in 1981, the most current data in the statements showed a
market share for the country in question ranging between 1.2 and
69 percent, with the country ranking between 1st and llth among
all 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 lst and 13th among all exporters to the
United States.

We reviewed the disruption statements to determine if they
indicated whethzr (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 controlleé¢ through specit:c limits, designated consulta-
tion levels, or some other mechanism, and (3) when there were
other nncontrolled suppiiers, there were any indications as to
why *hey had not been the subjects of consultation requests.

Other countries had greater shares of the U.S. market ac-
cording to 17 of the 20 requests made in 1981. In 10 of there
cases, the disrupiion statements did not indicate whether im-
ports from such countries were restricted. 1In 4 of the other 7
cases, there were indications that imports of other larger sup-
pliers were restricted. In 1982, other countries had greater
shares of the U.S. market according to 36 of the 40 requests.
In 8 of these cases, the statements did not indicate whether im-
ports of such countries were restricted. 1In 25 of the otler 28
cases. there were indications that imports of other larger sup-
pliers were restricted. Although there was significantly more
information in this regard for 1982 requests than for those made
in 1981, we believe there is still need for improvement.

We examined in further detuil several cases for which there

were indications that major suppliers were not controlled. For
an October 1982 request, information in the disruption 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 9 percent of
total U.S. imports of the category. The lst and 3rd largest
suppliers, accounting for 24 and 16 percent, respectively, of
total imports, were aot controlled, according to iuformation in
CITA files.

Information on other countries 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 i3 handling the imports of other larger suppliers of
the same category. If such suppliers are already controlled
throngh specific limits, designated consultation levels, or some
other mechanism, then the request would be better supported. 1If
larger suppliers are not controlled, then the guestion arises as
to why they are not subject to requests. There may well Dbe
valid reasons ifor 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 disvuption statements
showed import values ranging widely--from 13 to 83 percent below
U.S. producer prices for particular 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 lesseniny the persuasiveness of the state-
ments. Also, lack of documentation in either OIEXA files or in
the statements as to why other major suppliers of the category
being rectricted have not be:n 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 the country in questicn and/or sales at prices below those
for similar goods but also relatively current data indicating
the state of the domestic industry with respect to the particu-
lar category. As recommended in chapter 4, there should bpe
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 documentation, either in the files or
in the disruption statement, indicating why other major suppli-
ers of that category have not been the subjects of requests.

RECOMMENDATION

We recommend that, when a consultation reguest is made, the
fecretary of Commerce direct the Chairman of CITA to ensure that
documentation is included in the OTEXA files 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. Commerce added that it
would document the reasons wny other major suppliers in a parti-
cular category havc not been subjected to restraints.
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March 17, 1982

Honorable Charles A. trowsher
Comptroller General

General Accounting Office
441 G Street, N.W.
Washington, DC 205480

Dear Comptroller General Bowsher:

In recent hearings before my Sunbcommittee, and in subsequent
correspondence, representatives of the MFA Coordinating Group and
the American Association »~f Exporters and Importers Textile and
Apparel Group discussed various problems they see in the imple-
mentation of the Multifiber Arrangement (MFA) by the Department
of Commerce. A basic concern of botn groups is the problemns the
Commerce Department has experienced in obtaining objective,
reliable data upon which to make import relief decisions under
the AFA. This problem has beaen acknowledged by Commerce officials,
and has been the subject of li*igation. They are alao concerned

T at s Vi S i . A

related to those decisions.

The purpose of this letter is to request that the General
Accounting Office examine tle current administration of textile
quotas under the MFA, and suggest posdible improvements in the
system. I believe such an examination would be helpful to both
the Government and interested parties in determining how to butter
ascure fairness and certairty. More specifically, I think analysis
and recommendations on the following mectters would be most
eneficial: .

‘1l The extent to which existing data coll.ection
procedures in the Dupartment of Commerce are sufficient to
meet requirements of the agency in administering texti.e
quotas.

2. Possible alternatives for data col;ection 1! present
capabilities are inadeguate.
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Honorable Charles A. Bowsher
March 17, 1982
Page Two

3. The adeguacy of the structure of the decision-making
process within the Administration--and particularly the
Committee to Implement Textile Agreements (CITA).

4. The need, if any, to assure greater input from
interested parties.

I am enclosing testimony and correspondence which we have received
on this issue. My staff is available to answer any questions you
may have about this regquest. Please contact Dave Rohr, Staff
Director of the Subcommittee on Trade, at 225-7601 if you have

any questions.

Since:e

SMG[RYC //
Enclosures
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S Lo s | The Inspector General
o K‘/ ) W 3shingtor, 0 € 20230

SEF 1z 1863

Mr. Allan Mendelowitz

Associate Director, Mational Security
and International Affairs Division

U. S. General Accounting Office

Washington, D. C. 20548

Dear Mr. Mendelowitz:

This is in reply to GAO's letter of August 3, 1983, requasting comments
on the draft report entitled "Implementation of Trade Restrictions
for Textiles and Apparel." - -

We have reviewed the enclosed comments of the Under Secretary for
Interriational Tride and believe they are responsive to the ma.cers
{scussed i1 the report.

Sincerely,

N———

Sherman M. Funk
Tnspector General

Enclosure
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3, T 5 | The Under Secretary for internaciona! Trade

€ Srargy o W \Washington, D C 2C23C

SE® 71983

Mr. Allan Mendelowitz, Associate Director

National Security and International
Affairs Division

U.S. 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
Department's review and comment on the JAQ's draft report on "implementation
of Trade Restrictions for Textiles and Apparel."

We find the draft report to be positive, constructive, comprehensive, and
balancec. We are also pleased that GAO has found the overall implementation
of the program to be satisfactory, in particular that the United States has
been fulfilling the requirements of MFA Annex A. With your permission, we
will advise the Justice Department attornevs handling the current suit of the
American Exporters and Importers Association versus the United States of your
finding in this matter.

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

1. Market disruption statements are being made available to the public in the
Commerce 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 by the Committee for the
Implerentation of Textile agreements (CITA) and the White House Interagency
Working Group on Textiles and Apparel. The Working Group and CITA have
concluded that monthly reporting is an unnecessary burden both on the
domestic industry and the Census Bureau. The Working Group will recommend
quarterly reporting instead. Enclosed is a memorandum from C. L. Kincannon
to Robert Dederick, Under Secretary for Economic Affairs, which discusses
the proolems which monthly reporting -aises.

3. Commerce will propose tbat the CITA discuss incorporating information
reflecting tne restraints on other countries in the market statewcnts.

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

(3]
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Following are our comments on specific portions cf the text.

Page i

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

Page iii, Para 1

"OUSTR provides a broader perspective on trade.'" While we recognize that
OUSTR's sole responsibility is for trade policy and the Commerce Department
has a large number of responsibilities, we do not believe that this provides
OUSTR a 'broader perspective' than Commerce which is concerned with the
health of all aspects of the U.S. economy, inclvding 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. However, it is our understanding that the
United States has the most comprehensive and timely domestic market data of
any major developed importing country which is a member of 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 wrongfully taken -- as has been implied by some critics of
the textile program.

Page 2, Line 13

The limit normally sought in consultations is an "agreed" limit. A specific
limit (sic) may be negotiated, but other types of limits may also be set
which 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: 'CITA's responsibili-
ties involve the implementation of agreements...."

Page 11, Para 1, lines 13 to 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
domestic market." 1t permits importing countries to take actions, for
example, paragraphs 6 and 9, which might result in import growth rates
approximating market growth, Several sources we have recently consulted in
the domestic industry believe that the domestic market had declined in the
last decade rathe than grown. Our data substantiates that view.

A
AEL
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Page 12, Para 2, line 3

The "White Paper" did not specificzally aim at eliminating carrycver. It
pledged to eliminate import surges. Elimination of carryover provisions was
negotiated to carry out the anti-surge goal.

Page 13, Para 1, line 5

On August 19, the lnited States and China signed a bilateral textile and
apparel agreement.

¥

Pige 13, Para 1, line 10

We suggest addirg the underlined words: ''But ualike the previous agreements
with these countries no aggregate or group limits were established.'

Page 13, Para 2, Line 7
This sentence would betier distinguish between the two principal types of

consultation mcchanisws by revising it to read: "However, with most
agreemerts the United States must request consultations....”

Page 14, Para 2, Line 15
See above comment on page 6, paragraph 2, line 14.
Page 15, Fax> ¢, Line 9

The Chief Textile Negotiator directs most negotiations but occasionally
participants of other agencies may chair a delegation.

Page 21, Para 1, Line §
"anabrevated'' should read 'an abbreviated."
Page 25, Para 1, Line 13
In June 1983, CITA began publishing such requests in the rEDERAL REGISTEK.
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Page 29, Para 2, Lire 11
Should read '"Discontentment.'

Page 30, Para 2, Line 10
OQur bilateral agreements provide for calls when the United States helieves
there is market disruption or the threat thereof. We suggest that the text

of the draft be reviewed to add these underlined word: wi.enever market
disruption is discussed in the context of a bilateral agreement.

Page 28, Para 2, Line 19
should read: '"...reported during tne last two years... "
Page 43, Para 2, Line 12

The ten factors in Annex A Paragraph 1 of the MFA which relate to 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 in imports). We
believe the text should be carefully reviewed to ensure that ''damage' and
"market disruption' are not contused.

Page 44, Para 2, Line v
We believe the last seuteace would more accurately read: ''ATMI data oftea

is available to the U.S. Government ana is used by the Office of Textiles
ard Apparel when appropriate.”

Page 47, Para 1, Line 7

We suggest the following revisions would more accurately reflect Census
procedures: '...the mercrandise being imported. This and other statistical
information is verified by Customs officers, and a copy of the form is sent
to Census for statistical processing. At Census, forms undergo clerical and
computer operations to compile and to tabulate the statistics.'

Page 47, Para 1, Line 10

"...2,500 and 3,500 TSUSA numbers actively used and processed for
stat1s*ics....

Page 47, Para 1, Line 13

Tabulations are done by Census and furnished to OTEXA within about 30 cays

of the rgportlgg?ppr1od The monthly Major Shippers Repori is then pcromptly
prepared by Commerce's OTEXA,
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Page 49, Para 1, Line 2
Should read: "...data from Census....’
Page 49, Para 1, Lines 5 to %

"Because the values are ofien: based on a weighed average of heterogeneous
products, classified within the same TSUSA Number ...."

Page 49, Para 1, Line 8
". .. even if prices of the products within the TSUSA mmber...."

Chapter 5

This chapter discusses the market disruption statements but refers to their
findings as "'injury.” The MFA concept is 'damage or actual threat thereof,"
not "injury.' - Damage and injury are very different concepts, and the text
should be revised to use the correct temm.

Page 54, Footnote 1

We believe the footnote is not appropriate to the discussion on damage. The
courts have no role in U.S. Government decisions on damage or threat
thereof. Enclosed is an analysis from our General Counsel on injury and
market disruption.

We look forward to continuing to provide your staff any further information
they may need concerning this study.

Sincerely,
%‘b/é:j)@%
Licnel H. Olmer

Enclosures

GAO note: Page numbers in this appendix may not correspond to page
numbers in the final report,
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f 4 ": UNITED STATES DEPARTMENT OF COMMERCE
Bureau of the Census

AUG 18 1553 \,"‘m‘ j Washington, D.C. 20233

OFFICE OF THE DIRECTOR

MEMORANDUM FOR Robert G. Dederick
Under Secretary for Economjc Affairs

From: C. L. Kincannon ¢§'
Acting Director U

Bure>u of the Cers s;/ / ; -

Subject:: Commcn s on the General Accounting Office (GAO) Draft
P ,ort .ntitled "Implementation of Trade Restrictions
vor Textiles and Apparel"

fur comments on the draft GAO report focus primarily on the GA0 recommendatio.i,
(page 52) that the Bureau begin collectiny fiber-specific production data monthiy.
In other words, the Bureau would be collecting approximately the same level of
detail monthly as currently collected in the three annual apparel surveys.
Information on value of shipments and price-line detail, which is included in

the annual ‘surveys, would not be coltected monthly.

We have serious reservations about whether-such-detailed information can be
collected monthly. Our knowledge of the industry and our experience with the
response problems associated with collecting apparel information show that

such detailed data may not .be collectable. As-mentioned in the GAO report, we
rece.tly began a monthly apparel survey that collects data on cuttings of

21 selected apparel items. Even though most of the major textile dmd apparei
trade associations did an excellent job of encouraging their members to report,
the initial response was disappointing., It has been only through an intensive
telephione follew-up operation that response has been increased to a satisfactory
level. The proposed level of detail would increase the number of data items
from 21 to about 500. "This certainly would exacerbate the response problems
and make telephone follow-up operations difficult and much more expensive.

Anticipated problems in collecting the information may result in the suppression
of a significant number of data cells because they do not meet the Bureau
publication standards. Even if the overall response rate is satisfactory, we
anticipate that many of the detailed cells would have to be suppressed because
of high estimation rates. The point is that we may not be able to publish

all of the data we are attempting to. collect. Obviously, the greater the

number of cells suppressed,, the less-useful will be the results.

Authority for mandatory responses can be helpful in improving survey results if.
used judiciodusly and realistically. -However, even if the recommended survey
were made mandatory, we are very doubtful that the survey's results would be
improved because or the detailed data requested, monthly survey frequency,

and nature of the respondent industry. Our three annuval surveys, which collect
information on about AU0 different items, are mindatory. Nonetheless, we have
problems in rece!ving responses in a timely fashion. In fact, we expend a
significant amount of time and.money ip an extensive telephone follow-up
conducted by our regional offices. Besides being difficult to collect this
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2
level of detail, it requires additional analytical resources for the review
of .the data, raising the cost of the survey and making it much more difficult
to publish the survey resu’ts quickly, Monthly results generaily «.e availabie
60 days after the end of the survey month. However, monthiy surveys typically
rollect data on relatively few items. There is no cther monthly survey that
collects the level of detail recommended in the report. Given anticipated
response problems and the level of detail, monthly results most likely wouid
not be available until 90 days aFter the survey month.

Before attempting to collect fiber-specific production data monthly, we
would recommend that a pilot study be conducted to ensure that the proposed
level of detail can be collected monthly and that published results fulfill
International Trade Administration needs. The study would involve meeting
witn individual apparel manufacturers, trade associations, and other

interested parties.

The report (page 51) cites “he cost of the proposed survey as $520,000.

This was a preliminary cost estimate that we proviued GAO. It does not
include start-up costs nor does it include the cost of performing 2 pilot
study. As stated in the report;-the present-monthly appare: survey costs
$225,000, of which $150,000 is appropriated. However, these funds were
appropriated for FY 1983 «nly. Presently, we have no guarantees that funding
will be available for either FY 1984 or FY 1985. Consequently, the additional
budgetary costs may well exceed the $300,000 cited in the report (pgge 52).

Wnile we believe the GAO recommendation would be very difficult to implement,

we do understand the importance of tinely data for monitoring the effect of
imports cn the industry. The annual production data for 1982 were published by
the Bureau 7 months after end of the calendar year, an imprcvement of 3-5 months
over the last several years. We anticipate ci.tinuing this more timely schedule.

Should you have questions, please call Michael S. McXay on 763-7452.

cc:
Catherine Milier
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Commerce's General Counsel Analysis of
Requirements for Market Disruption under the MFA

Both Articles 3 -and 4 of the MFA refer to "Market
Disruption%; in Article > as the justification for
action and in Article 4, “preventing the real risk of
market disruption" as a basis for bilateral agreements.
In both articles. references is made to the definition

of Market Disruption-in Annex A.

Annex A paragraph I, does not, however, contain any
quaatifiable definition of Markét;bisruption, but rather.
refgrs to it ‘as "serious damage” or the "actual threat
thereof." "Apnropriate—factors" must be examined in
deternining damage, aﬁ {llustrative lisﬁ of which igw‘
given. No mention is made of threat of damage. The
definitiveness of the list of factors is further clouded
by the last sentence of Paragraph I which comments that,

"No one or several of these factors can necessarily give

d- zisi+e guidance."

The ambiguitigs of Paragraph_I, when seen in
conjunction with the Article 3(3) provision which
leaves the decision as to when Market Disrupt.on exists
to the "opinicn" of the importing country (in terms of
the Annex A definition) further dilutes the

"definition" as it exists in .\nnex A Paragraph I.
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Clearly, to have Market Disruvption there must be
serious damage or the actual threati of serions damage.
In .order to make a cCetermination as to whether or not
damage exists, participating countries must look at
factors determined to have a bearing on the state of
the domestic industry. An illustrative list of factors
which may have such a bearing are:

- tarnover

- market share

- profits

- export performance

- employment

~ volume of disruptive and other imports

- production = . oz
- utilization of capacity

- productivity

-~ investments

The illustrative nature of the list, together with
the caveat that "N> one or several of these factors c<an
necassarily give decisive guidance” would seem to leave
to the country making the determination (under Article
3) considerable flexibility as to which factors, listed
¢r 6therwise, should be considered most important in

determining whether or not damage exists.
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While there is no discussion in Annex A as to what
factors one should look at to determine actual threat of
damage, it seems reasonable to expect that a country
would look at similar factors as when determining damage
but may, of course, consider some factors more important

han others os look at different facuiors when determining

if an actual threat exists.

. Paragraph 1I which lists the factors, generally
appearing in combination,.. which cause Market Disruption
give a more quan-ifiable basis for a Market Disruption
determination. If thosa-factors exist;

(i) a sharp and substantial increase or imminent

increase of imports of particular products from

“raar
- >~

partfcular sources;
(ii) those products are offered at prices vhich
are substantially below those of similar goods in

the importing market,

then it would not, in amy view, b2 inconsistent
with Annex A to presume Market Disruption. The
presumption could be refuted if it was determined that
no damage or threat of the damage was present after
looking at factors bearing on the domestic industry's

condition in accordance with Paragraph I.
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with respect to agreements under Article & of the
MFa, the standard is that the agreernents should
eliminate the "real risk of Market Disruption," a term
translated incte most U.S. bilaterals as providing for
exporter and U.S. action when the “threat of Market
Disruption" exists. (As contrasted to the threat of
damage which can be Market Disruption in Annex A). The
standard is still Anitex A under the terms of Article 4,
but the justification for action under an agreement is
pushed back one step f;om Market Disruption (Article 3)

to threat of Market Disruption (U.S. bilaterais).

- With respect to countries not a party to the MFA,
there is no ;equiremegt that Market Disruption exist...
ticle 8 of the MFA gives rights to MFA signatories
lthat ar importing country not allow non-participant to
frustrate the operation of the MFA. It additionally
provides that participants not be restrained greater
than non-participants causing or threatening Market

Disruption.
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Bureau of International Labor Affai APPENDIX II1
US.Department of Labor N cen 58 s
SEP'™9 1983

Mr. Philip A. Bernstein,

Director, Human Resources Division
United States General Accounting Office
Washington, D.C. 20548

Dear Mr. Bernstein: .

This is in response to Mr. Fogel's letter of 3 August, 1983 to
Secretary Donovan concerning the GAO draft of a proposed report
on "Imnplementation of Trade Restrictions for Textiles and
Apparel."

We find the draft GAO report to be a reasonable report based on
careful research. It gives a clear picture of the essential
elements of the implementation of the te.itile and apparel
program; refers in adequate detail, to the complexities of the
system and the 4ifficulties encountered in attempting to
balance the needs nf 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 the 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
comments.

1) Eithor the market disruption statement itself or an
atbreviated 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.

Comuent: The inclusion of a summary of the market
disruption statement, in the Federal Register seeu:
reasonable and is expezted to be included in the
future. Notice of the call is usually publishned ns
soori as possible after the foreign government 1eceives
our note. The market information included with our
note becomes unclassified upon receipt by the foreigr
government and thus there should be no problem in
publishing the information, particularly in summary
form, in the Federal Register.

2) Apparel production data on a fiber-specific basis

should be collected monthly instead of annually as it is
LOW.
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Comment: This would substantially improve our ability
to evzluate conditions and import-related situations.
Collection of production data on a more timely basis
is one of the issues being pursued in the White House
Working Group. This specific recommendation will
probably have to be wcrked ocut between OTEXA and
Cengus. Some additional data collection improvements
will undoudtedly result from the report of the White
House Working Group on Textile Enforcement.

When a consultation fequest is made, either “ommerce

Department files or the disruption statement its. .£f should
include some indication as t> why consultations have not
alsc been requestes' with other major suppliers of a
particular category of imports.

Comment: An agreed CITA statemant should be in all
member agency files noting why other major suppliers
are not the subject of consultation requests. A
simple onenlinf explanation about each supplier should
be sufficient._/ Inclusion of such statements in

the disruption statements however, could compromise
the negotiations and could raise foreign ecuromic
policy problems.

Concerning specific points:

There does not appear to be rvference to the Textile
Trade Policy Group (TTPG). This group meets
infrequently but has a denided responsibility to
resolve issues of policy or where there is neeu for a
higher level of operational review. (The Trade Policy
Committee might also be referred to. In recent weeks
there has been some reference to this committee
examining textile trade policy as well as other trade
policy.)

Another deficiency appears to be a lack of reference
to the relationship between CITA and the selection of
cleared advisors from among the Management Labor
Textile Advisory Committee members to provide product
specific advice and guidance to the negotiating teams
either in Washington or overseas.

pg- 3 last sentence: The labor data cited are not
consistent with BLS data.

1

e.g.:

foreign policy reasons; EC (non-controlled)

supplier; or technical issues.
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pg. 4 top: Reference on cost of labor being principal
problem cites only wage component without other costs

-=- and no reference made to externally mandated costs

of EPA and OSHA.

pg. 4 mid-para.: Reference to MFA Art. 4 agreements
should state ..."bilateral restraint agreements."”
The word “export" should be deleted to avoid the
contentious issue of import-vs-export control
responsibility and sovareignty.

pg. 11 tor para.: Add to "carry over"-"car:y forward"

pg. 12, 13: other editoral changes znd updating on
PRC agreement.

pg. 13: Rephrase language for technical accuracy-

pg. 16: Ciarification needed re importers and
retailers.,

pg. 20-21: Clarification is needed on authorities of
the CITA chairman and the relationship of agency
approvals.

pg. 22: Add to top para: domestic pro ‘uction,
employment, etc.

pg. 25: Tecnical clarification required on
applicaticn of restraints and determination of level
thereof with respect to consultation mechanism
procedures.

Mr. Irving I. Kramer (523-6227) is DOL's expert on textile and
apparel matters. 1If there are questions concerning the above,
I suggest that your staff contact Mr. Kramer.

Sincerely yours,

\

s

AMES F. TAYLOR
Associate Leputy Under Secretary
International Affairs

GAD note:

Page numbers in thi. appendix may not correspond to page
numbers in the final report.
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DEPARTMENT OF STATE
Comptroller -
Bashington, 1).0. 20520

T SEP 183

Dear Prank:

I am replying to your letter of August 8, 1983, which
forwarded copies of the draft report: "Implementation of Trade
Restrictions for Textiles and Apparel."

The enclosad comments on this report were prepared by the
Deputy Assistant Secretary for Trade and Commcrcial Affairs in
the Bureau of Econoric and Business Affairs.

We appreciate having had the opportunity to review and
comment on the draft report. If I may be of further
assistance, I trust you will let me know.

Sinc;;fly,
/ E&b"
Roger Feldman

Enclosure:
As stated.

Mr. Frank C. Conalan,
Director,
National Security and
International Affairs Division,
U.S. General Accounting Office,
Washington, D.C. 205438
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GAO DRAFT REPORT: "Implementation of
Trade Restrictions For TgxtIIes anc Apparel”

The draft report provides, in general, a fair and balanced
discussion of the implementaticn of restrictions on textile and
apparel imports. We believe, however, that the report could more
clearly point out that the Committee fcr the Implementation of
Textile Agreements (CITA) is charged with imrlementing textile
agreemenis. Policy decisions, including decisions to request
ccnsultations under Article 3 of the MFA, are under the purview
of the Textile Trade Policy Group established by a Presidential
Memorandum of June 5, 1975,

The Department supports the GAO recommendations concerning.
1) the publication of the market statement or an abbreviated discus-
sion of it in the FPederal Register; and 2) when a consultation
request is made, the documenting of why other major suppliers have
not been subject to requests. We Also support the recommendation
that more current production data is needed. However, we believe
that the quarterly collection of data by Census, rather than
monthly, would provide sufficiently current data upon which to base
requests for consultations while minimizing additional costs to Census.
The Department will work within CITA to implement these recommenda-
tions.

@UM\ L —

Deni 8 Jamb
Deputy A531stant Secretary
for Trade and Commercial Affairs
Biireau of Economic and
Business Affairs
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OFFICE OF THE UNITED STATES
TRADE REPRESENTATIVE
ExECUTIVE OFFICE OF THE PRESIDENT
WASHINGTON
JO0%06K

September 15, 1983

MEMORANDUM
TO: Allan Mendelowitz, Associate Divector,
Naticinal Security and Internationzl Affairs
Division, GAO /
A {
s
FROM: Richard H. Imus, Chief Textile NegotiatorA %

LUBJECT: GAC Drait Report on "Implementation of Trade
Restrictions for 1extiles and Apparel"

The GAO draft report is in general a very useful analysis of
a complex program. Our suggestions on the specifics, keyed
to the draft by page and paragraph, follow.

Page i - Last paragraph. In the sentence beginning
with "CITA", delete the words "for negotiating bilateral
agreements with foreign suppliers and”. Some reference
should be added regarding the Textile Trade Policy Group,
which is chaired by the USTR and includes as members the
Under Secretaries cf State, Treasury, Agriculture, Commerce,
and Labor. The TTPG is responsible for providing policy
guidance for CITA.

Page ii - First paragraph. Add "or real risk thereof"
to the sentence with the words "market disruption”.

Page 4 - Second paragraph. Begin the second sentence
with the woras "A key objective" or "One of its objectives".

Page 6 - Paragraph 2. Delete the sentence beginning
"CITA's responsibilities involve overseeing the negotiation
of agreements...". Include a reference to the TTPG and its
role in providing policy guidance.

Page 11 - Paragraph 2. Change the sentence following"
reasonigIe departures" so as to refer to "cutbacks" rather
thar "zero or negative growth". Change the sentence beginning
"according to the latest protocol" to quote from or align
with paragraphs 4 and/or 9 of the protocol itself. According
to these paragraphs, there was recoygnition of the "decline
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in the rate of growth of per capita consumption in textiles
and in clothing! However, there was no reference to limitation
of the aggregate growth rate of imports.

Page 12 - Paragraph 1. "Carryforward" should be followed
by the words "to the previous year”.

Page 13 - Paragraph 1. Include a footnote for China
stating that a new agreement was concluded in August 1983.
Add a few words to the las: sentence, i.e., "Flexibility
provisions were also restricted in some of the agreements
negotiated in 1982".

Paragraph .. D stinguish between (1) bilateral agreements
under which the expc ‘ting countr.es request permission to
ship more than the minimum anpd designated consultation
levels contained in those agreements, and (2) bilateral
agreerents under which the Un_.ted States requests consultaticns
regarding imports not already controclled by a specific
limit. .

Page 14 - Paragraph 2. Sentence 3. Delete the words
"for overseeing the negotiation of agreements with foreign
suppliers, including the determination of any aggregate,
group or specific limits and consultation levels, and".
Again, make some reference to the TTPG's responsibility for
policy guidance.

Page 15 - Paragraph 1. Sentence 1. Change "CITA" to
the "United States".

Page l6é - Paragraph 2. Sentence 2. Change "they have
not been allowed to accompany" to "they have not accompanied."

Page 20 - Paragraph 3. Modify this sentence so that it
is clear that the United States Government, or the State
Department on behalf of the United States, is responsible
for the actual request ~ -~ consultatioas.

Page 26 - Last paragraph. Substitute "agreement" for
"treaty”.

Page 53 - Paragraph 2. Insert "/or" before (ii).
Page 60 - Paragraph 2. Sentance l. Change "Market

share” to "imrport market share" as "relatively current”
production and consumption data is not normally available.

GAO note: Page numbers in this appendix may Jt correspond to page
numbers in this final report.
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NN General Informati~n Security
Services Oversight APPENDIX VI
D Admunitration  Office ~ We-hington, DC 20405

September 1, 1983

Mr. Sianton Rothouse

General Ancounting Office

National Security and International
Affairs Division

441 G Street, NW, Room 4148

Washington, DC 20548

Dear Mr. Rothouse:

We have reviewed those portions of General Accounting Office Report B-208136
that deal with the Information Security Oversight Office's (IS00) review of
the Office of the United States Trade Representative's classification of
disruption statements., We are in agreement with GAO's interpretation of
IS00's review and recommendations to the Office of the United States Trade
Representative.

Sincerely,

-y P

“TEVEN GARFINKEL
Director

(483361)





