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/ THE WHITE HOUSE L
WASHINGTON !

S
CABINET AFFAIRS STAFFING MEMORAN oo

' Date: 9/23/85 Number: _ 31699502 Due By:
Subject: Economic Policy Council Meeting -- September 24, 1985
2:00 P.M. -- Roosevelt Room
‘ Action FYI . Actio FYI
‘ ALL CABINET MEMBERS O 0 CEA v 0
1 . _ E( CEQ 0 O
Vice President O OSTP O 0
State v gl O O O
Treasury IZ/ O 0 0
' Defense O uf O O
' Justice O e O 0
Interior d O
Agriculture Z/ D .........................................................................................
| Commerce =g a McFarlane [B/ O
| tabor 4 . Svahn [B/ a
HHS O O Chew (For WH Staffing) Z/ O
HUD O g O 0
Transportation Z( O Hicks 0
Energy O O O g/
} Chief of Staff E/ ] 0 0
Education Ef O O ]
atr]: ]
| Caa’ D O gl D o
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USTR O Executive Secretary for:
T R DPC D {
| GSA ) O EPC E/ 0
. EPA 0 0O O
NASA O O O a
OPM a O O O
VA 0 - O Cl
SBA O g O O
REMARKS:
The Economic Policy Council will meet on Tuesday,
September 24, at 2:00 P.M. in the Roosevelt Room.
w i The agenda and background paper are attached.
'
RETURNTO: -
Ared H. Kingon [} DonClarey
Cabinet Secretary . O Rick Davis
456-2823 O Ed Stucky

{Ground Floor, West Wing)
Associate Director
: Office of Cabinet Affairs
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Executive Registry

THE WHITE HOUSE 85- 3573

WASHINGTON

September 21, 1985

MEMORANDUM FOR THE ECONQMIC POLICY COUNCIL
FROM: EUGENE J. McALLISTERéE%/

SUBJECT: Agenda and Paper for the Septembér 24 Meeting

The agenda and paper for the September 24 meeting of the
Economic Policy Council are attached. The meeting is scheduled
for 2:00 p.m. in the Roosevelt Room.

The single agenda item is the Multifiber Arrangement. At
its July 19 meeting, the Council asked that the Working Group on
the Multifiber Arrangement (MFA) prepare a paper presenting
options regarding the U.S. position in the upcoming negotiations
for a successor arrangement to the present MFA, scheduled to
expire July 31, 1986. Since informal discussions to begin the
negotiating process will take place in mid-October, the Council
needs to address now the position the U.S. should take in the
negotiations. The paper reviews the current program, economic
factors, and domestic and international political considerations.
1t also presents several options on possible general negotiating
positions for Council consideration.

Confidential Attachment
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THE WHITE HOUSE

WASHINGTON

ECONOMIC POLICY COUNCIL

September 24, 1985 ..
: 2:00 p.m.

Roosevelt Room

AGENDA

‘ 1. Multifiber Arrangement

§
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CONFIDENTIAL
OPTIONS PAPER FOR MEMBERS OF THE ECONOMIC POLICY COUNCIL

FROM: Charles R. Carlisle, Chairman
Working Group of the Economic Policy Council
on the Multifiber Arrangement

Issue for Decision

| The EPC decided on July 19 that the United States should enter

' into negotiations for a successor arrangement to the inter- S
‘ national Multifiber Arrangement (MFA), which expires July 31, 1986,
' _ and that the negotiations should be carried out as expeditiously as
b possible. The United States has stated this position at a GATT
Textiles Committee meeting, and informal discussions to begin the
negotiating process will take place in mid-October. The fundamental

issue is:

+ .

/ Should the United States try to negotiate a more
restrictive MFA and bilateral textiles agreements,
maintain the present level of protection, or agree
to relax protection in world textile and apparel
trade? .

Options

(NOTE: Actions listed under each option are illustrative:
further work on one or more of the options will be
necessary after a first EPC discussion.)

Option 1: Continuing As We Are.

Possible elements would include extending the present MFA for,
say, four to five years, continuing bilateral agreements along
present lines, setting quotas on a product-by-product, country-
by-country basis, continuing to exempt imports from the
developed countries (except Japan), and continuing not to grant
special treatment to apparel imports from the CBI nations.

The exporting nations would be displeased by lack of future
liberalization, and there would be increasing friction as the
United States establishes quotas on new entrants into its markets
and the poorest nations. The domestic industries would see the

' decision as the continuation of what they regard as a failed

1 policy and would intensify their efforts to obtain protectionist

legislation.

'-;‘P‘;s:'.‘.hd\:l. L -'- C' C_arliSle o
; ' [ DzcL [ 55w ¢ OADR . . —
| CONFIDENTIAL EXT BYND 6 YEARS BY
v REASON
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Option é: Liberalization.

‘ Possible elements would include extending the MFA essentially

' along present lines but possibly including a "fail-safe" provision
allowing importing nations to preserve some part of their domestic
industries; granting more liberal terms in bilaterals and setting
quotas; according more liberal terms to apparel imports from the

' CBI nations; continuing to exempt imports from the developed
countries, except possibly Japan; lowering textile and apparel

4 tariffs in the New Round negotiations; and tying liberalization
to market opening and the ending of subsidies by the exporting

nations, especially the NICs.

‘ Imports could rise in éBme'years at faster rates than in 1983-84.

; Foreign governments generally would welcome the U.S. decision (but
many exporting nations would fear loss of market share). Chances

! for a successful New Round would be improved. Consumers would

b benefit, but domestic industries would be incensed. Congressional

' reaction would be strongly critical.

Option 3: More Protection.

‘ Possible elements would include negotiating a new MFA essentially
along present lines, but extending coverage to ramie (flax-like},
silk, linen and other fibers not now covered, and explicitly
recognizing importing nations' rights to hold import growth to
low levels; lowering import growth under bilaterals; re-opening
bilaterals this fall with major suppliers (e.g., Taiwan, Hong
Kong, South Korea and possibly China), to freeze or cut back imports
from those nations; restraining imports from the EEC and other
developed nations; instituting some form of import licensing to
reduce quota evasion and provide early warning of import surges;
and self-initiating fair trade actions.

This might hold total import growth to 5 percent or less (compared
to 83-84 growth of 25-32 percent). Foreign nations would be
extremely displeased, and the United States would have to expend
considerable capital internationally to negotiate a more restrictive
MFA and bilaterals. New Round would be endangered. Domestic
industries would be pleased, but still skeptical about the
Administration's real intentions. U.S. retailers would be very
critical and consumers would be hurt more than they already are.

Option 4: More Protection, Followed by Liberalization.

Possible elements would include negotiating an MFA for say 8-10
: years, with explicit commitments requiring both importing and
. exporting nations to accord gradually more liberal treatment in,
say, years five to ten; first period: adopt many of Option 3
elements; apply more restrictions against apparel, but grant more

. CONFIDENTIAL
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liberal treatment to apparel imports from CBI nations; act
against imports from developed countries on a selective basisE
might' negotiate an MFA and bilaterals which would protect agailnst
import surges in broad categories of goods. Second period:

lower tariffs in New Round negotiations; progressively relax
guotas or antisurge provisions; tie liberalization to relaxation
of restrictive and subsidy actions by exporting nations,
especially NICs.

Might be possible to hold annual import quota to 5 percent range
in first period. Exporting nations probably would accept a more
restrictive MFA and bilaterals provided there were explicit and
firm commitments to phase down protection later. -Negotiations,
however, would be difficult. Retailers would go along, but it is
difficult to predict domestic industries' reaction. They might
say this option would only postpone their demise, but they might
accept it if they thought the chances of the quota bill's
becoming law were not good.

Option 5: | Substitution of MFN Tariffs for Quotas
(see Treasury paper at Tab B).

This option concerns the means of protection and could be
compatible with any of the first four. Possible elements

would include negotiating changes in the MFA permitting tariffs

to be raised (now prohibited by MFA); negotiating changes in
bilaterals; substituting tariffs for quotas, possibly only on

some items (probably would have to be raised to about 25 percent
for textiles, 50 percent for apparel to give protection
equivalent to that afforded now): possibly granting GSP treatment.

Would eliminate uncertainties caused by quota setting and
administrative problems in determining country of origin and
transshipments. Incentive for foreign producers to upgrade their
production would no longer exist. According to CEA, U.S.
Government revenues might rise by over $3 billion annually;

a portion might be used for adjustment assistance. However,
legislation, which probably would be "Christmas treed," would
be necessary. Would be necessary to negotiate compensation on
GATT-bound tariffs, and prospects for the New Round could be
damaged. Many developing nations would dislike the proposal
because they would fear Ioss of market share to the most
efficient producers, e.g., China. The domestic industries
would oppose, arguing that substitution was tantamount to
liberalization and that some exporting nations would set prices
at whatever levels were necessary to sell in the U.S. market.

Other Key Questions

In considering the options certain key questions should be kept
in mind:
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1. Should there be a net change in protection? Should
protection be scaled back over time or after some
period of time? ‘

2. Should tariffs be substituted for quotas?

3. Should the United States continue to control imports on
a country-by-country, product-by-product basis, or seek
more comprehensive controls? '

4. Should there be fewer, broader product categories, instead
of the present 1097

5. How long should a new MFA last?
6. What should be done about certain categories of countries:
a. Industrial countries, whose exports the United

States does not now control?

b. CBI nations, which would benefit from more liberal
treatment of their apparel exports?

C. The poorest nations, which have difficulty expanding
their exports because of other countries' large quotas?

d. Major suppliers -- Taiwan, Korea, Hong Kong, China
and Japan —-- whose large quotas severely restrict
the trade of other nations?

7. Should the United States seek controls on fibers not covered
by the present MFA -- ramie,” linen, jute and silk?
8. Should an import licensing system be devised to try to

reduce circumvention and fraud and give advance warning
of import surges?

9. Should adjustment assistance be provided if import
protection is reduced?

-

Discussion

Current Program

The textile and apparel industries are the most protected
U.S. manufacturing industries. 1In addition to an extensive
qguota system, there are high tariffs averaging 13 percent on
textiles and 25 percent on apparel. Increasingly restrictive
programs have been in force since 1961.

CONFIDENTIAL
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Currently, the United States has some 1,300 restraints on
products from 37 countries; 300 have been added since 1983.
About two-thirds of apparel and one-third of nonapparel imports
are currently under restraint. If gquotas cannot be negotiated,
the United States may impose them unilaterally, provided there
is market disruption.

Items made wholly or partially of ramie, jute, linen and
silk are not controlled. Imports of those items are rising
rapidly. Domestic manufacturers also claim that circumvention
and fraud plague the program despite the rules of origin
promulgated in final form last April.

Neither the United States nor the EEC restrict each
other's trade under a "gentlemen's agreement,"”" unwritten and
apparently dating back to the 1960s. -Japan is the only
developed country whose trade the United States does control.

Economic Factors (See Tab A for fuller discussion.)

Imports rose 25 percent in 1983, and 32 percent in 1984.
They were down 1 percent in the first seven months of 1985,
but were up 36 percent from the EEC. The EEC as a group is now
this country's largest supplier of nonapparel. Import penetra-
tion is 33 percent in apparel, 11 percent in nonapparel. U.S.
exports have been declining sharply since 1980.

Domestic production of a?parel and nonapparel declined
slightly over the 1972-84 period while consumption grew about
1 percent a year.

Apparel production is concentrated in New York, Pennsylvania,
California and North Caroclina. Productivity has been increasing
faster than for all manufacturing, but no technological break-
through is in sight which will enable U.S. manufacturers to meet
foreign competition without protection.

The textile industry is mainly in the Carolinas and Georgia.
Plant closings have accelerated this year, but some of the
plants are old.” Total job loss in the last two and one-half
vyears has been about 33,Q00, about S percent of the textile
labor force. Productivity has been rising much faster than in
all manufacturing, but the industry is still labor intensive.
Profits, which have fluctuated, grew about 22 percent in
current dollars from 1979 to 1984. »

CONFIDENTIAL
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The U.S. manmade fiber industry is very efficient but
claims that it is losing its domestic customer base while
confronting many foreign trade barriers. U.S. fiber production
is stagnant while that in the Far East is expanding rapidly.

The textile and apparel industries provide about 1.8 million
jobs, many to minority members, women and poorly educated people.
Employment has declined by over 500,000 since 1974. About
one-quarter of this decline has occurred in the last year.

The CEA estimates that the U.S. quotas and tariffs cost
consumers about 339 billion a year and preserve about one-fourth
to one-third of the jobs. That means each job saved costs
$65,000-87,000 a year.

USDA believes that additional restrictions on U.S. cotton
textile and apparel imports, if all other factors remained the
same, would increase returns to U.S. cotton producers. However,
retaliation by foreign buyers switching to other sources of
supply would be likely to more than offset these gains.

Domestic Political Situation

The domestic industries claim that nothing less than a quota
bill will satisfy them. They accuse the Administration of failing
to "enforce" the MFA and of failing to carry out a Presidential
commitment to relate import growth to the growth of the domestic
market. Despite the intensity of feeling, moderate industry
leaders might settle for a much more restrictive MFA and bilateral
agreements that would hold annual import growth to around 5
percent. Importers and retailers could accept a more restrictive,
comprehensive program in return for greater certainty, "contract
sanctity," and an eventual MFA phase-out.

International Political Situation

Developing exporting nations are very unhappy about current
U.S. actions, including this country's discrimination in favor
of developed coyntries, and are calling for an end to the MFA,
They are prepared, however, to negotiate. About half of their
textile and apparel exports come to the United States. Japan
and the EEC are talking vaguely about a more liberal MFA;
Canada wants a more restrictive arrangement because it too has
experienced rapid import growth.

Foreign Trade Barriers

Bo?h a Commerce study and one done for the doméstic industry
leave little doubt that exporting nation governments give

CONFIDENTIAL
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substantidl protection to their markets and also intervene in
various”/ways to assist their domestic industries. The domestic
industry claims that both Japan and the EEC more effectively
protect their markets than does the United States, the EEC
through more restrictive bilateral agreements, and Japan by
nontariff barriers and informal arrangements,

CONFIDENTIAL
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TAB A

DE E
Imports

Tables 1 and 2, attached, present data on U.S. imports of cotton,
wool and man-made fiber textiles and apparel from 1972 through
July 1985, measured in square yards equivalent (SYE). Tables
2 and 3 present import data by various foreign suppliers from
1980 to June 1986. Tables 5-7 present data on textile and apparel
imports not subject to the MFA, such as silk, linen and ramie.
The tables show that:

-- Imports accounted for 33 percent of the U.S. apparel
market in 1984, 11 percent of the non-apparel market.

- While the long-term trend of imports- has been up,
imports have increased much more rapidly in the 1980-84
period, about 13 percent a year for apparel, 26 percent
annually for non-apparel. Moreover, imports increased
at a 25 percent rate in 1983 and 32 percent in 1984,
They declined 1.3 percent in the first seven months
of 1985.

- Imports from the three largest suppliers of apparel
and non-apparel products have grown less rapidly than
from other suppliers, because of very restrictive
growth rates negotiated on many products in 1982.
Imports from those countries, however, accounted for
over 23 percent of the total growth of imports in
the 1982-84 period because of diversification and
the full use of large quotas.

- Imports from the EEC, spurred by the dollar's rise,
have grown very rapidly in the last 'several years,
and are still increasing while imports from "controlled"
Bources are leveling off. The EEC countries, taken
as a group, are now this country's largest supplier
of non-apparel. 1Italy accounts for 41 percent of
the EEC's non-apparel exports to this country, 52
percent of the apparel exports.,

Although exact figures are not available, a sizeable share of
U.S5. imports of textile and apparel products are imported by
the domestic industry. . One industry source has estimated that
25 percent of apparel imports are received by U.S. apparel manufac-
turers, mainly to mix with lines produced domestically to keep
costs down. Apparel producers are the main importers of yarns
and fabrics, partially to reduce their costs, but alsc because
domestic mills very often will refuse to produce short-~run fashion
fabrics. Domestic textile mills, however, also import a significant
proportion of fabrics from China and other suppliers. More
than half of U.S. fabric imports are unfinisghed cloth, which
is dyed and/or printed by converters and U.S. mills and sold
to apparel manufacturers.

CONFIDENTIAL SENSITIVE
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Table 8 shows that U.S. import growth was much greater than
that of either the EEC or Japan in the 1982-84 period, but that
imports have a larger market share in those countries than in
the U.S.

Exports

Table 9 shows that while both apparel and non-apparel imports
have been increasing rapidly in value since 1980, exports have
been declining sharply. Table 10, which presents data on U.S.
exports by destination, shows that the fall-off in exports apparently
was caused by the rising dollar. For example, U.S. exports
to the EC declined 62 percent from 1980 to 1984, '

Table 11 presents volume data on apparent domestic consumption
and production for both the non-apparel and apparel industries
for the period 1972 - 1984. This table shows that:

- Consumption has increased about 1 percent a year,
although apparel consumption grew 5 percent a year
from 1980 to 1984.

- Domestic production has declined slightly over the
: entire period.

. The apparel industry has about 22,000
shops and plants. Ownership is characterized by a small number
of large multi-plant manufacturers engaged in manufacturing
of many kinds of apparel and by thousands of small firms “that
go in and out of business constantly. For this reason there
is no reliable way of estimating the number of firms or plants
that have been closed by imports. U.S. apparel production is
concentrated in New York, Pennsylvania, California and North
Carolina (Table 12). :

Capital expenditure estimates also are not available for the
apparel industry, but, according to a Commerce study, productivity
increased by an annual average of 2.5 percent from 1974 through
1982, compared to 1.7 percent for all manufacturing. Industry
leaders claimp that they are doing all they can to make their
operations more efficient, but that there is no way they can
offset labor costs that, for example, in the Far East, often .
are less than $1 an hour (compared to over $5 in the U.S., exclusive
of fringes).
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Most industry leaders also say that no technological
breakthrough is in sight (say, over the next 10 years) that
will enable U.S. manufacturers to meet foreign competition without
protection. About $7 million is being spent annually by industry
and the U.,S5. Government to fund research at an MIT laboratory
on apparel manufacture automation. The Japanese, with substantial
government support, are spending $50-60 million a year for research
on a robotized, workerless apparel factory, which might be opera-
tional by 1990. '

i i . The U.S. textile industry has about
6,000 plants, mainly in the Carolinas and Georgia (Table 12).
Some firms are publicly owned but many are family owned.

An average of 47 textile plants closed their doors in both 1983
and 1984; in the first half of 1985, 48 have done so. According
to the American Textile Manufacturers Institute, these plant
closings, plus lay-offs at plants which have remained open,
resulted in a job loss of over 33,000 in the 2-1/2 year period, -
about five percent of the textile industry labor force (Table
13). It is impossible to say how many plants have closed because
of import pressures, either direct or on their customers the
(apparel manufacturers}, and how many have closed simply because
of modernization programs.

Textile mill owners say that many of their plants are as modern
as any in the world. Textile mill capital expenditures .have
averaged $1.5 - 2.0 billion a year since 1979, while productivity
grew at an average of 5.2 percent between 1974-82, about three
times the average for all manufacturing.

Textile mills remain labor intensive, however, with the fourth
lowest output per worker among U.S. industries. Moreover, with
labor costs averaging, say, about one-third of total manufacturing
costs at the mill, textile executives claim that they are unable
to offset foreign labor costs that may run as little as 25 cents
an hour in China.

Table 14 showéthattextilecorporateprofits,whichhavefluctuated,
grew by 22 percent in current dollars from 1979 to 1984. Profits
almost doubled from 1982 to 1983 and increased again, marginally,
last year. Profits usually run from two to three percent of
sales and eight to 12 percent of equity.

Fiber Industrvy. The U.S. fiber industry consists of about
15 companies, mainly subsidiaries of large, U.S. and foreign
owned chemical companies. These firms, e.g., DuPont, have led
the world in developing and commercializing new synthetic fibers.
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U.S. fiber producers say that they are as efficient as any producers
in the world, but that they are badly disadvantaged because
their domestic customer base is shrinking while foreign trade
barriers seriously hamper export sales. Far Eastern apparel
and textile producing countries have been integrating backward.
For example, Taiwan (whose producers, U.S. manufacturers claim,
are subsidized) has increased its capacity significantly, becoming
not only self-sufficient but a substantial exporter of low-cost
fiber to offer in Asian markets. China and Korea have also
increased their fiber capacity dramatically. Table 15, attached,
gives fiber capacity data for the U.S. and principal foreign
countries since 1976. _

Four U.S. fiber plants have closed in the last 18 months, and
a fifth is scheduled to close. No new plants have opened and
none is planned.

Sotton

USDA believes that additional restricﬁions on U.S. cotton textile
and apparel imports may result in a net loss for U.S. cotton
farmers if foreign nations retaliate.

In the 1982-84 period, according to USDA, about 25 percent of
U.S. cotton textile and apparel imports consisted of U.S. cotton.
With foreign cotton production accelerating rapidly, the proportion
of U.S. cotton textile and apparel imports comprised of U.S. cotton
could drop from about 25 percent to 15 percent in 1986. This
is especially likely if the U.S. minimum loan rate continues
to support U.S. cotton prices above foreign prices.

If U.S. cotton textile and apparel imports were to decrease,
U0.S. mill use of domestically grown cotton (cotton imports are
minimal) would increase. That gain would be partially offset
by a decline in U.S. cotton exports, so that a 10 percent decline
in U.S. cotton textile and apparel imports might cause total
use of U.S. cotton to increase 100,000 - 200,000 bales a year
—-- about 1.0 percent of the U.S. cotton crop. USDA

believes, however, that the loss of goodwill and possible trade
retaliation could more than wipe out that gain.

Labor Force and Job Loss

Table 16 shows that there are approximately 1.9 million textile
and apparel workers. Table 14, attached, gives data on the
characteristics of the labor force in the textile and apparel
industries. This table shows that in both industries:

- The percentage of minority workers is high.
CONFIDENTIAL SENSITIVE
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f—— The percentage of female workers is high.
- The percentage of poorly educated workers is high.

- Workers receive an average wage well below the average
of manufacturing workers throughout U.S. industry.

In short, the textile and apparel industries afford a large
humber of entry-level jobs to women and minority members who
have difficulty finding jobs elsewhere. Moreover, many apparel
and textile plants are in small communities where alternative

employment is scarce. Apparel pPlant jobs may help attract illegal
immigrants to large cities.

Table 16 gives annual employment data in the textile and apparel
industries since 1972. The table shows that:

- Apparel and non-apparel employment has declined by
over 500,000 jobs since 1974, and that about half
i ' of that decline has occurred since 1981.

-- Until 1980 employment was declining about 1.4 percent

a year; since then the rate of decline has increased
to 2.1 percent.

Consumer Costg

The Council of Economic Advisors has estimated that if all U.S. tex-
tile and apparel tariffs and quotas were eliminated, American
, consumers would save $39 billion a yYear, about $640 a year for
a family of four. The CEA also has estimated that if just quotas
were eliminated, consumers would gain $21 billion annually.
If the textile quota bill now before the Congress were to become

law, it would cost consumers an addition $14 billion a year,
according to CEA estimates.
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l
i

-
]
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Table 1

u E
(Millions of Square Yards Equivalent)

Yearly Import Share

‘ 1972 2,226 17.4

1973 2,090 - 6.2 17.3

1974 1,937 - 7.3 16.8

1975 2,077 + 7.2 18.6

1976 2,449 +17.9 20.5

1977 2,466 + 0.7 19.5
! 1978 2,905 +17.5 22.7
_ 1979 2,671 - 8.0 21,7
b 1980 2,884 + 7.9 24.7
' 1881 3,123 + 8.3 25.6
i 1982 3,373 + 8.0 26.9

1983 3,862 +14.5 27.7
' 1984 4,703 +21,7 33.0
; Compound Annual Change:

1972-1984 + 6.4
: _ 1980-1984 +13.0

Jan.-July

1984 . 2,905

1985 3,004 + 3.4

Note: Imports are for cotton, wool and man-made fiber. Excluded
are from 1972-1984 figures are certain down-filled apparel items
which were not included in U.S. import statistics until 1982
(1984 imports equaled 11.6 million square yards). U.S. market
is production of all fibers minus exports plus imports.

-

Source: U.S. Department of Commerce

'
'
1
]
t
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§
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'
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‘Table 2
(Millions of Square Yards Equivalent)
Imports of Imports of

' Yarns,Fabrics Yearly Made-~-Up Import Share
: & Made -Up Articles ¥ Change Articles only of Market 1/

1972 4,010 384 2.9

1973 3,035 -24.3 358 2.7

1974 2,474 -18.5 315 2.5

1975 1,750 -29.3 228 1.9
' 1976 2,537 +45.0 329 2.5
‘ ' 1977 2,512 - 0.1 328 2.4

1378 2,835 +12.9 398 2.8

1979 1,968 -31.3 413 3.0

1980 2,000 + 1.6 403 3.1

1981 2,639 +32.0 7 490 3.9

1982 2,553 + 3.3 579 4.9

1983 3,536 +38.5 799 6.2 (8.4)*

1984 5,063 +43.1 1,238 9.0 (11.4)*
' Compound Annual Change:

1972-1984 + 2.0 + 10.2

1980-1984 +26.1 + 32.4

Jan.-July

1984 3,378 980

1985 3,200 - 5.3 1,053 (+ 7.5)

l/ Market share for non-apparel is for made-up textile products
other than apparel; such as soft-sided luggage, draperies,
sheets, etc.

Note: Imports are for ecotton, wool and man-made fiber. Excluded
from 1872-1984 figures are certain man-made fiber products which
were not included in U.S. import statistics until 1983 (1984

| imports equaled 37.4 million square yards). U.5. market is
Production of all fibers (including imports of vyarns and fabrics
consumed by domestic manufactures of the end product) minus
exports plus imports.

* Import share including certain man-made fiber products not
added in statistics until 1983.

Source: U.S. Department of Commerce

Sanitized Copy Approved for Release 2010/11/10 : CIA-RDP87M00539R002303830009-1




--- Sanitized Copy Approved for Release 2010/11/10 : CIA-RDP87M005329R002303830009-1

APPAREL 1/
U.5. General Imports
(Millions of Square Yards Equivalent)

% EY % of
Change Year End Change Growth *
- COUNTRY 1380 1981 1982 80-§2 .1983 1984 _1/85 'B3-7/85 183-7/85

’ WORLD 2,884 3,123 3,373 16.9 3,862 4,703 4,800 + 24.3 100.0
MAJOR SUPPLIERS 2,108 2,296 2,522 19.8 2;847 3,098 3,060 t 7.5 22.7
Taiwan 670 654 745 11.1 858 927 894 + 4.2 3.8
Hong Kong ' 628 658 690 9.8 760 814 788 + 3.7 3.0
Korea 494 583 572 15.9 623 681 659 + 5.8 3.8
China 166 241 355 . 113.5 428 442 374 ~12.7 -——
Philippines 148 162 161 8.8 177 234 3s0 + 41.5 18.4"
MAJOR DEBTORS 815 933 307 11.3 1,021 1,294 1,411 + 38.2 41.6
Brazil 5 4 5 16.8 9 33 42 +366.7 3.5
Mexico N 92 82 56 -39.2 60 86 103 + 71.7 4.6
Korea 494 583 572 15.9 623 681 659 + 5.8 3.8
Argentina . * * N/A * * * N/A -
Indonesia 5 . 18 1% 607.3 46 129 142 +208.7 10,2
Venezuela . * * N/A * * * N/A -—
Philippines 148 162 161 8.8 177 234 3s0 + 41.5 18.4
Egypt . 2 2 1 -50.2 * * * N/A -
India 69 82 73 5.1 106 131 115 + 8.5 1.0
Nigeria * * . N/A * * * N/A -—-
ASEAN 276 314 360 30.5 411 661 736 + 75.1 34.6
CBY .117 113 110 -6.1 127 153 186 + 46.6 6.3
VERY POOREST 2/ 58 53 56 -2.8 65 93 163 +150.6 10.4
OECD (except Japan) 47 41 45 -4.7 70’ 157 206 +193.9 14.5
Italy 16 13 13 -14.0 20 56 65 +225.0 4.8
Spain 2 2 2 0.9 3 4 4 + 33.0 e
Portugal 3 3 3 -11.5 k} 13 22 +633.3 2.0
Greece 3 * 1 ~63.4 - 4 7 N/A i
Turkey * * * 42.6 4 15 30 +650.0 2.8

* Less than 1 million square yards.

** Less than 1 percent, -

I/ Cotton, wool and man-made fiber. Excludes certain apparel products
not added to the statistical data base until 1982,

2/ Bangladesh, Haiti and Nepal.

£ a1qeg

Source: U.S. Department of Commerce
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NON~APPAREL )/
U.S. General Imports
(Millions of Square Yards Equivalent)

% L8 % of
Change Year End Change Growth
COUNTRY 1980 :lﬁﬂl 1982 80-82 _1983 1984 -1/85 183-7/85 183-7/85
TOTAL 2,000 2,639 2,253 12.86 3,536 5,063 5,008 + 41,6 100.0
MAJOR SUPPLIERS 904 1,276 1,970 117.8 1,834 2,375 2,308 + 25.9 32.2
Japan 178 416 437 15.5 572 599 568 - 0.6 N/A
Italy 109 181 195 79.¢ 256 450 476 + 85,8 14.9
Taiwan 112 166 728 548.8 319 399 4316 + 36.8 7.9
China 159 , 319 332 109.7 ass 522 448 + 26.2 6.3
Korea 147 154 277 89.3 332 405 380 + 14,4 3.3
MAJOR DEBTORS 382 474 519 35.9 771 1,106 988 + 28.4 14.7
Brazil] 12 62 T4 492.1 124 - 162 145 + 16.9 1.4
Mexico 42 48 59 41.5 126 186 132 + 4.5 ah
Kotrea 147 1594 277 89.3 332 405 380 + 14.4 3.3
Argentina * 4 11 3,916.6 8 2 1 - 87.5 N/A
Indonesia . 2 7 5 177.7 . 38 140 126 +231.6 6.0
Venezuela . LA - N/A * * 3 N/A *e
Philippines . i5 16 10 -30.8 14 7 9 - 135.7 N/A
Egypt 83 68 23 -72.0 61 82 19 - 36.0 N/A
India 82 75 60 -27.1 68 122 153 +125.0 5.8
Nigeria . . * N/A * * * N/A N/A
ASEAN 75 127 112 49,2 137 293 308 +124.8 11.6
CBI 10 11 17 - 70.4 18 38 31 + 70.5 b
VERY POOREST 2/ 1 2 3 271,5 2 3 3 + 85.7 bl
OECD (except Japan) 501 604 648 29,4 886 1,548 1,655 + B86.8 52.2
Italy 109 181 185 79.0 256 450 476 + 85.8 14.9
Spain 10 19 16 54.3 51 87 98 + 92,2 3.2
Portugal 14 14 18 C 341 25 45 49 + 96,0 1.6 N
Greece * 1 * -36.8 1 2 5 +500,0 L -
Turkey 5 3 5 -0.5 4 48 60 +1,400,0 3.8

* Less than 1| million squace yards.

** Less than 1 percent,

1/ Cotton, wool and man-made fiber. Excludes certaln apparel products
not added to the statistical data base until 1982,

2/ Bangladesh, Haiti and Nepal.

¥ o1qel

Source: U.S. Department of Commerce
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WORLD

BIG THREE*
Hong Kong
Korea
Taiwan

China
Italy

“NON-MFA" APPAREL IMPORTS

Sar;itized- Copy Approved. for Release 2010/11/10 : CIA-RDP87M00539R002303830009-1

Table 5

(Millions of Square Yards Equivalent)

%
Change
1983 1984 7/85 '83-7/85
79 252 437 + 454.0
65 211 350 + 436.2
43 109 196 + 356.8
15 81 112 + 674.9
8 22 41 + 429.8
6 17 47 + 653.3
2 6 B + 285.2

% of
Growth

'83-7/85

100.0

79.6
42.7
27.1

9.2

* Three largest suppliers of MFA textile and apparel products

Source: U.S. Department of Commerce

Sanitized Copy Approved for Release 2010/11/10 : CIA-RDP87M00539R002303830009-1



Sartﬂtized Copy Approved for Release 2010/11/10 : CIA-RDP87M00539R002303830009-1

Table 6

SILK_APPAREL IMPORTS |
(Millions of Square Yards Equivalent)

3 % of
| Change Growth
1983 1934 7/85 '83-7/85 '83-7/85
WORLD | 67 . 136 135 - + 103.1 100.0
BIG THREE* 55 115 112 + 102.8 83.8
Hong Kong 42 70 64 + 54.0 32.4
Korea 12 42 45 + 266.3 48.5
Taiwan 1 4 3 + 188.2 2.9
‘ China .6 11 13 + 112.0 10.3
Italy 2 4 4 + 124.9 2.9

OTHER "NON-MFA" APPAREL IMPORTS 1/
(Millions of Square Yards Equivalent)

% % of
Change Growth

1983 1984 7/85 '83-7/85 '83-7/85
WORLD 12 116 302 +2,334.5 100.0
BIG THREE* 10 96 238 +2,254.9 78.6
ong Kong 1 39 132 +9,314:9 45.2
Korea 2 39 67 +2,964.0 22.4
Taiwan 7 18 38 + 488.3 10.7
China . .3 ) 6 34 +12,681 12.0
Macau 0 .8 4 N/A 1.4
‘ Italy -4 2 3 +8,240.0 0.8

* Three largest suppliers of MFA textile and apparel products
' 1/ Would most likely be vegetable fibers other than cotton, such
1 as linen and ramie.

! Source: U.S. Department of Commerce
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Table 7

NON-APPAREL IMPORTS OF ALL FIBERS
(Millions of Square Yards Equivalent)

' % t of
‘ Change Growth
1983 1984 7/85 '83-7/85 'g3-
WORLD 5,278 7,064 6,638 + 25.8 100.0
Japan 608 642 622 + 2.2 1.0
: Brazil 669 891 562 - 16.0 N/A
, China 377 561 503 + 33.5 9.2
* BIG THREE* 1,168 1,415 1,280 + 9.5 8.2
' Taiwan 571 681 610 + 19.3 2.9
1 Korea 385 490 448 + 16.3 4.6
: Hong Kong 212 244 222 + 4.4 0.7
OECD (x Japan) 1,087 1,822 1,920 + 76.7 60.9
Italy 269 471 494 + 83.7 16.4
Germany 181 311 335 + 84.5 11.3
Canada 189 334 264 + 40.0 13.8
United Kingdom 101 169 217 +115.1 8.4

* Three largest suppliers of MFA textile and apparel products

Source: U.sS. Department of Commerce

-
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Table 8
(Billions of Dollars)
Country/
Imports Share
1982 1983 — 1984
U. -
‘ S $ 10.5 $ 12.4 $ 17.2
‘ 16.3? 18.3% 22.9%
= EEC $ 14.3 $ 13.9 $14.4
37.6% 39.0% N/A
Japan $ 2.8 $ 2.; $ 3.2
19.7% 19.9% N/A
Canada $ 1.9 $ 2.3 $ 2.7

Sources: Import Values: GATT Doc. COM.TEX/W/IG?
Market Shares: u©.s. - Department of Commerce
EEC & Japan - Obtained by USTR Geneva

t

|

i [
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| Table 9
U.S. APPAREL & NON-APPAREL TRADE
OF ALL FIBERS
(Millions of Dollars)
Apparel Non-Apparel Irade Balance
Imports Exports Imports  Exports Appare) Non-Apparel
w 1972 1,718 198 1,497 745 -1,520 -752
1973 1,955 229 1,541 1,164 -1,726 -378
! 1974 2,095 333 1,597 1,704 -1,763 +107
! 1975 2,318 341 1,212 1,533 -1,978 +321
. 1976 3,257 434 1,626 1,855 -2,822 +229
' 1977 3,650 524 1,765 1,857 ... -3,126 + 93
: 1978 - 4,833 548 2,212 2,073 -4,286 ~-139
; 1979 5,015 772 2,214 3,029 -4,243 +815
, 1980 6,142 1,001 2,645 3,458 -5,141 +813
1981 7,253 1,032 3,221 3,474 -6,221 +254
o 1982 7,888 775 2,963 2,650 -7,113 -313
» 1983 9,308 664 3,399 2,241 -8,644 -1,158
‘ 1984 12,963 638 4,790 2,246 -12,325 -2,544
Jan,-July
1984 7,566 380 2,843 - 1,322 -7,186 -1,522
1985 8,228 329 2,977 1,291 -7,899 -1,686
' Apparel § Non-Appare]
Imports Exports Balance
1972 3,215 943 -2,272
1973 3,496 1,393 -2,103
1974 3,692 2,037 -1,656
1976 4,883 2,289 -1,894
1977 5,415 2,381 ~-3,034
1980 8,787 ' 4,459 -4,328
1981 10,474 4,506 -5,968
1982 10,851 3,425 -7,426
1983 12,707 2,905 -9,802
Jan.-July
| 1984 10,409 1,702 -8,707
1985 11,205 1,620 -9,585

Source: U.S. Department of Commerce
Imports: 1972-1979 Customs Value
1980-Present C.I.F. Value

l
]
[

I
!

.

Sanitized Copy Approved for Release 2010/11/10 : CIA-RDP87M00539R002303830009-1



Sanitized Copy Approved for Release 2010/1 110 : CIA-RDP87M00539R002303830009 1 -
09/04/85 -

1

All othep-=~=——m==-- 1.-438:4861526 1-*42213511583 1_-305;1621227 1__234:333.431_1__205:3208,232
All cnuntr!es 110000+572:733 114032/0691057..t._ 774,907,949 | 663+742914%9 1| 637,897,035
__________________________ f WU | A e e e

Saourcel

Complled from foicial .statistics of.the U,8, Dersrtment of Commerce.
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us e»PorLs of tentileg and aPParel 11157137
U8, domestic exports
____________________________________ 1E;a;5‘_ualue;_in-dullazsl-_-_"-___-_______-_____q____-__-___-__
1 ! 1
Commoditu/Country H 1980 1 1981 1 1982 ! 19433 H 1984
__________________________ 1______________1_,_____-______1__________-___l______________1__,__________
! ! ! ! ¥ ¢
textile mill products! ! 1 ! ! -l
Canada-~——~=———ccom_ I 579+209:848 1 623,504,547 1 A73,871+049 ¢ 547,070,454 | 509,825,407
Hexico-—~—mmcr e t 145,143,262 t 159,971,411 } 101¢373+300 8351603724 | 135,527,474
Saudi Arabia=—--——ceoo ! 114,490:830 ¢ 138,000,509 i 152+485,427 | 152,120,054 1 132,087,123
United Kinddom-——=—cea._ ! 326¢576+1282 |  2444408,235 1 15698289773 t 126,122,074 § 111,411,340
bBeldium and Lurxemboursg--1 164:6814,975 t 123,993,428 ! 90,364,342 t 103,340,801 1 ?9r493¢7083
! H t t t
Jaran-—-e—mmm e 1 95,111,781 ! 1046+860:235 | 8694279714 ¢ B0+120,256 1 P4r4092201
Australia~—---cccmmauaao H 126+360,902 1 153,218,458 1 112+46080¢515 78+530+242 ‘86:7209101
Germary, West-—mwooomoao I 11719791264 ¢ B5r497+453 71,539,864 ! 61,549,285 1 48,000,221
Venezuelg-—-=—cemmmaucao $ &69¢445,415 B0s018,6893 1 88748192 37,483+340 53,396+143
China-—==—==o- e T 128+,3611441 | 281+656¢037 127+524+851 ) 17+277+309 1 4612761854
1 H H H
fAll other~———-——cmmuono 11159010581133 11:24542824:824_1141A0222372421_ 1_..242.5424345_1._2081044:030
All countrleg——m—caa__ 13,457,552,533 13,4749154,700 {2 164996035448 12,240+7474106 12 124594739759
__________________________ P Y | VY SIS A e Y
Source! Compiled from official statistics of the U,S. Derartment of Commerce.
09/04/95- us exrorts of textiles and aprpare} 11157137
U.S., domestic exports
____________________________________ LfE.ass. valuea_in dolla:sl,_-_---_-____________________-____--__
! ! H
1980 : 1981 11 1982 H 1983 ! 1784
______________ 1___________-__1;___-______-__1-_________-___1__-___-______
! H ! H
: [ R T H !
153,404,618 1 188,251+175 1§ 119,840,518 1 P51086r469 ¢ 118,353,751
50,017,540 1. 66+8499402 | 649,343,101 72:442,250 ¢ 78, 1924145
26011 r451 | 31,890,823 3494509402 1} 48,038+747 33:5927+031
Haiti-——weacmeamma o . 24,5791060 1 24,898,731 ¢ 2293831215 37933450346 14,152+678 =
Canada~~-=—romaceaa- H 51,267,371 G8r4191426 292394194 l 54,352,427 117424717 g
| R | S - P | ! —
Jaran-~=--—c——mem e H 61r513,356 62+085,333 1 A3s717¢744 t 25,485,011 22+450: 374 ®
United Kinadom-—~~-- 1t B83r117+073 4 05,915,149 ¢ .44,009+417 ¢ 3292119560 ¢ 20,928,320 —
Saudi Arabjig--—-—-=- H 11,550,284 15,2089302 200034771 ¢ 20,551,983 ! 19,411,081 (=
Germanyy West--—---~= H 3Br4674,880 1 37¢050,508 284752.847 | 23,4146+8646 ¢ 17,272,845
Netherlands Antilles——--l 53,742,524 1 39+168,425 1} 37196417461 1 20,408,904 14,217,332
H
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Table 11
AFPPAREL & NON-APPARR,

(Millions of Square Yards Equivalent)

Apparel Non-Apparel

Apparent Apparent

Broduction Consumption Preduction Consumption

‘ 1972 10,762 12,762 , 13,309 13,296
' 1973 10,244 12,110 13,778 13,475
' 1974 9,910 11,545 13,329 12,740
‘ 1975 9,378 11,183 12,636 12,280
1976 8,790 11,937 13,619 13,264
‘ 1977 10,497 12,638 14,090 13,769
1978 10,229 12,780 14,309 14,175
1979 10,131 12,311 14,198 13,815
1 1980 9,840 11,688 13,413 12,951
1981 9,923 12,246 12,942 12,694
1982 9,729 12,593 11,875 11,810
1983 10,135 13,548 12,937 13,468
1984 10,086 14,327 13,150 14,124

Compound Annual Change:

1972-
< 1984 - 0.5% +1.0% - 0.1% + 0.5%
| 1980-

1984 + 0.6% + 5.2% - 0.6% + 2.2%

Source: U.S. Department of Commerce

-

Note: Imports are for cotton, wool and man-made fiber. Apparent
consumption is production of all fibers minus exports Plus
imports. Non-Apparel data is household and industrial made-up
items.
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Table 12

APPAREL AND NON-APPAREL
EMPLOYMENT TQP 10 STATES
THOUSAND WORKERS)

State Seasonally

- - o RBEtRY Unemploy
State 1974 1984 Change July 1985
North Carolina 349,700 312,500 - 37,200 5.6
Georgia 182,800 180,300 - 2,500 7.3
New York 253,400 177,100 - 76,300 6.1
South Carolina 198,900 162,700 - 36,200 6.7
Pennsylvania 209,200 148,000 - 61,200 7.8
California 117,900 123,100 + 5,200 7.7
‘ Tennessee 108,000 94,500 - 13,500 8.7
Alabama 101,400 94,400 - 7,000 9.3
j Virginia 84,800 76,000 _ 8,800 5.8
* New Jersey 91,100 66,500 ~ 24,600 6.0
Apparel
State 1974 1984 Change
' New York 199,900 145,100 - 54,800
Pennsylvania 149,800 113,900 - 35,900
California 93,000 109,000 + 16,000
North Carolina 81,000 92,300 + 11,300
, Georgia 60,200 74,600 + 14,200
Tenessee 74,000 68,900 - 5,100
Texas 73,500 62,000 - 11,500 7.7
Alabama 51,600 55,000 + 2,400
New Jersey 62,500 51,500 - 11,000
South Carolina 44,700 49,700 + 5,000
Non-Apparel
State 1374 1984 Change
North Carolina 281,200 220,200 - 61,000
South Carolina 154,200 113,000 - 41,200
Georgia 122,600 105,700 - 16,500
Virginia 45,000 43,400 - 1,600
Alabama - 49,800 39,300 - 10,500
Pennsylvania 29,400 34,100 - 25,300
New York 53,500 32,000 - 21,500
Tenessee 33,700 25,600 - 8,100
Massachusetts 28,300 20,600 - 7,700 4.3
' New Jersey 28,600 15,000 - 13,600

Source: Department of Labor
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Table 13
' 4283 1984 Jan-June 1985
Plants closed 47 46 48
Number
of Employees 8,650 11,200 8,200
; Plants with A
pPermanent
' layoffs 25 36 20
{
‘ Permanent
‘ layoffs 1,160 2,000 1,350
{
o Total permanent
layoffs 9,810 13,200 9,550

Source: American Textile Manufacturers Institute
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Table 14
(Millions of Dollars)
: Profits Percent of Percent of
, Current$ <Constant$ —Sales —Equity
1979 1,340 919 3.2 11.9
1980 977 611 - 2.2 8.4
1981 1,157 662 2.4 9.4
< 1982 851 487 2.0 6.9
; 1983 1,599 896 3.3. 12.0
. 1984 1,635 879 3.1 '11.2
? Compound Annual Change:
]
' 1979-
: 1984 + 4.1 - 0.9 - 0.6 -1.2
3
1980~ .
1984 +13.7 + 9.5 + 9.0 + 7.5

Sources: Department of Commerce -

Constant dollars are based on 1972 as published in
‘ 1985 U.S. Industrial Qutlook

{
1
t
.
.
i
[
3
t

]
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Table 15

{Thousands of Metric Tons)

Other
West Amer-

! Burope _U.S_ ica's Japan China Taiwan Kerea World

1976 2,303 2,746 541 1,204 52 272 309 8,601
1977 2,155 3,037 589 1,280 60 364 350 9,149
1978 . 2,344 3,218 638 1,376 137 464 433 10,034
| 1579 2,382 3,484 715 1,363 164 521 477 10,601
1980 2,169 3,234 735 1,358 248 558 536 10,476
1981 2,297 3,276 68l 1,327 347 587 610 10,827
1982 2,176 2,603 669 1,304 369 631 612 10,140
1983 . 2,310 3,009 716 1,318 400 737 664 11,074
1984 2,422 2,936 786 1,369 701 866 746 11,893
‘ 1985» 2,978 3,607 1,104 1,654 1,015 1,055 762 15,401
1986%* 3,022 3,631 1,122 1,654 1,095 1,210 842 15,956

' Compound
Annual
Change:

1976- .
1984 + 0.6 + 0.8 + 4.8 + 1.6 + 4.1

1980- _
1984 + 2.3 - 2.4 +1.7 + 0.2 + 3.2

1985- -
1986 * + 1.5 + 0.7 + 1.6 0 _ + 3.6

* Producing capacity, prior to 1985 is actual production

Source: Textile Organon )

Note: production if for noncellulosic yarns, monofilaments,
staple, tow and fiberfill.

'
5
t
'
!
b
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Table 16
TEXTILE AND APPAREL,
(Thousand Workers)
§
: Textile* — Apparel —Total
' <1972 985.7 1,382.7 2,368
, 1973 . 1,009.8 1,438.1 2,448
‘ 1974 965.0 1,362.6 2,328
‘ 1975 867.9 1,243.3 2,111
1976 918.8 1,318.1 2,237
1977 910.2 1,316.3 2,227
1978 899.1 1,332.3 2,231
1979 885.1 1,304.3 2,189
; 1980 847.7 ' 1,263.4 , 2,111
. 1981 823.0 1,244.4 2,067
1982 749 .4 1,181.1 1,911
: 1983 741.3 1,163.4 1,905
1984 746.0 1,196.6 1,943
July :
1985 690.6 1,121.5 1,813 |
Compound Annual Change: i
1972- :
1984 - 2.3 - 1.2 , - 1.6
1972~
1980 - 1.9 - 1.1 . - 1.4
1980~
1984 - 3.1 -1.3 - 2.1

Source: Textile Mil} Products (s1€22)
Apparel & Other Textile Products (s1C23)

‘ ‘ 830009-1
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EMPLOYEE CHARACTERISTICS

Textiles
Median Age (Years)
Male 37
Female 38
Percent High School
' Graduates
Male 51
i Female 48

{Source: OMB)

Percent Women 49

gercent Black 20

ercent Hispanic
(1984) !

1984 Average
Hourly Wage $6.39

(Source: Labor Department)

|

Apparel

37
39

58
47

79
14

$5.20

1 . . '
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Table 17

aAll Manufacturigg

37
36

72

33
10

$9.20
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Table 18
Percent Reduction of U.S. Lports of :
U.S. Imports From: Textiles &
aparel Lextiles Apparel
all Exporters 28.7 30.1  22.¢6
Major Exporters 39.6 52.4  28.6
; Bra;il 80.5
India 22.2
Pakistan 41.3
Thailand 64.4
Singapore 3.2
Indonesia 89.7
Philippines 21.2
Peoples' Republic of China 59.1
Rorea 35.1
Hong Kong 14.7
Taiwan 47.9
Japan 20,1

Source: Department of Comerce, USTR

;
1
3
]
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SUBSTITUTION OF TARIFFS FOR QUOTAS IN THE KAJOR MARKETS

The current system of discriminatory quofag provides a leaky
wall of protection for the domestic industry, The repair of which

nations and the associated uncertainty for producers both here
T and in our LDC suppliers. The overall effect of this protection
‘ is to promote production in relatively inefficient countries (the
U.S. and the EC) at the expense of the more efficient.

The protection which the domestic industry would receive from
tariffs would be more constant in terms of probt margin but
{possibly} less predictable in terms of the sbhgolute volume of
imports. (Either more of fewer import might result.) This
protection would be additive to the competitive effects of
currency movements, i.e., it could be either magnified or offset
by them. There would be greater reliability of supply for
1 importers/retailers and, as a resulte, possibly lower profit

margins. There would also be greater competition among foreign
suppliers leading to lower eéxport prices, even from the most

A likely summary of the outcome on the domestic ledger is
that while prices to producers would be generally unchanged,
retail prices could be somewhat lower, and collections of import
duties would go up quite substantially (j.e,, by at least § 1
billion). The national economic welfare would thus Clearly be
increased. Likewise, the international political benefits,
especially in the longer run, would be considerable.

The technical problems posed by an orderly conversion to MFN
tariffs as the principal means of protection for the textile and
apparel industries in the developed world are substantial., as
the discussion below brings out, though, there are a number of

' ways to approach these problems and the rewards appear sufficient
7 to make the undertaking worthwhile.

i
: 1
‘ Current Levels of Tariffs 3

Industrial country tariffs on textiles and apparel are
variable but generally much higher than on other goods. As Table |
. indicates, of the major markets the United *tes and Canada
i have the highest tariffs--trade-weighted averages of arcund 20 '
percent. Finland and Austria, however, have the highest average
* duties on the textiles and apparel complex of some 30 percent. i
{ These two countries, followed by the United States and Canada,
‘ also have the largest absolute disparity between textile and
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Zealand, it should be noted that they also have ver high
duties--close to 100 percent on some apparel 1tems.¥

Partly as a result of the high level of Quties for textiles
and apparel, the tariff structures of the industrial textile
trading nations are algo Ci wracterized by a very high degree of
tariff escalation {n thi ea, as shown in Table 2, 1t is
notable in the case of the Unjted States that there appears to be

- hegative effective protection on Bade-up articles and very high

‘ . duties on fibers, at least when Compared to other importing
? countries,

: Table 3 gives data on the dispersion on tariffs by level for
‘ these same eight importinc ~ountries which are useful in crafting N e
formulae for additional ¢t ffs, as demogstrated below. Por et
.+ »~ example, given the sensijt -1ty of the U.S. garment industry to
imports, any tariff formulae would have to preserve, if not
increase, the effective protection embodied in our current tariff
schedules. One way to do this would be to add uniform increments
of duty to those currently prevailing, or larger increments for

apparel than textiles, or simply to multiply the current duties
by some factor.

-
- = =

| Another consideration raised by the disparity of current
\ duties would be the effect of ‘possible harmonization of duties
ACross importing markets as a way to increase import flows into
those markets which have prohibitively high duties, such as
Finland, New Zealand, and Australia. We would want to be
careful, though, that the considerable tariff escalation between
J the fabric and garment Stages in the United States not be
compromised in the course of jten by item (or group by group)
harmonization with other importers. An advantageous approach
might be to seek a ceiling on duties at "prohibitive” levels,
arbitrarily defined to accomodate the U.S. tariff structure (ang
those of the other major traders), but not the truly high-duty
countries. Were Post-Tokyo Round duties to be doubled, for
example, all but 6 percent of U.S. tariff line items would be
accomodated by a ceiling of 40 percent a.v.e., while 31 percent
of Canadian, 34 percent of Austrian, 79 percent of Finnish, ang
presumably most Australian and New lealand tariffs could not go
up by their full "formyla® amount. (See Table 13.)

Tariff Equivalents of Quotas

While there has been some empirical research in the United
States on the question of t-e tariff equivalent of the gquota
| syster in effect on textiles and apparel, it has been limited in
Scope and is now somewhat dated. We do not know of comparable
f work done in other importing markets,

Interagency calculations in May, 1985, based on the work of

: Mcrkre and Tarr, esticated the tariff equivalents of existing

: U.S5. quotas ir 1964 to have been some 12 percent for textiles and
! 24 percent for apparel, l.e., increments approximately equal tg
!
! :
i
]

3 PONEIDED -
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the existing average taEQNsF,Drl“‘IT,Al' '

on these product groups. The
relative restrictiveness between these two groups is consistent
with general expectations., It is also confirmed by data on the
relative portions of imports in each group under import control:
" 43 percent for non-apparel and 80 percent for apparel in 1984,

Alternative analytical approaches would produce somewhat
different results, but it should be kept in mind that domestic
‘ political imperatives and negotiating possibilities will be more
; determinant of a formula (for the substitution of tariffs for
quotas) than the results of any econometric determination of
equivalence, Moreover, there is little doubt that the
' restrictive effect of quotas is by no means constant, much
less readily measured. (Quotas are based on absolute numbers
rather than market share, .will vary conslderably by product and
over the business cycle. One advantage of tariffs over quotas
{ froo the viewpoint of the domestic industry is that they provide
. a8 producer of a given product a constant margin of protection
‘ - regardless of swings in consumer taste or overall demand.)
Nonetheless, the 12 and 24 percent figures are useful in
providing an order of magnitude and pPossible point of departure
. in the search for a means to convert quota protection to tariff
* prctection without adversely affecting domestic economic
interests.

f In an effort to determine which importing markets and
products receive relatively more protection under existing guota
regimes, one might look at the degrees of utilization of the
quantitative restraints involved., 1In theory, the more
restrictive a guota, the higher its utilization. The data do not

' Support any meaningful conclusions, though. Table 4 ghows the

{ decree of utilization of quota by supplier and importeY over some

recent years. These data demonstrate the variable

restrictiveness of particular restraints over time and, even more

* dramatically, the differential restrictiveness across suppliers
(for one importer) and across importers (for one supplier). For
these reasons and the fact that the structures, mechanisms, and
category systems of various importing nations all differ, it is
hard to interpret these data in any meaningful manner,

Another way to attempt to measure tariff equivalents of
quotas across oountries would be to make international price
comparisons for each of a wide range of comparable products and
then adjust the results for applicable tariffs, taxes and fees,
This would be a huge technical undertaking which could yield

' results of limited practical value because of differences in

g marketing practices internationally, including costs of doing
t . business, among other factors. )

Prcbatle Trade Effects

Substituting tariffs for quotas should result in the
maintenance of the existing overall competitive situation for
procucers 1r impcrting markets, This could be defined in a

'
t
t ..
'
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nuaber of ways (e.g., in either value or volume tecms as import
level, jimport penetration, or trade balance) and at a number of
levels (e.g., individual product, product group, or in
aggregate),

While the overall trade situation would be unchanged,
significant adjustments would be expected in other respects,
’ though. The substitution of MPN for discriminatory restraints
‘ would presumably result in cons{derable shifts in sourcing, from
: DCs and less efficient LDCs to the more efficient LDCs. Based on
‘ current market shares (in descending order of magnitude), this
¢ would make Taiwan, Korea, Bong Kong and China vinners and Italy,
' West Germany, Canada, and the UK losers. The product composition
of trade might well change too, although in an unpredictable
' fashion, due to differential price elasticities of import demand.
' This is especially likely where the equivalent tariffs of the
' ' earlier quotas are determined for relatively large product
aggregates. (Looked at the other way, the earlier subjecting of

‘ large categories to quotas created greater distortions of product
. corposition due to upgrading.)

Assuming other developed countries were to apply similar
MFN increases in duties in the place of their quotas on LDCs, our
| exports (largely textiles) to them could be reduced. The overall
significance of this side-effect for our industry would of !
necessity be small because even in textiles only three percent of |
' domestic production is exported to developed countries. (The EC, -
‘ which exports some $?7 billion to developed countries, would face J
greater difficulties,) we could largely avoid even this minor
.adverse effect though, if we chose to, by negotiating with our
“Gentleman's Agreement® partners to minimize increases in the
rates of duty to be applied to particular products of interest to
us. This would be most readily achieved through “carve-outs"® of
| particular goods, including high-valued products. Duty increases
‘ would be on an MFN basis, but our more important two-way trade
could be largely insulated from adverse effects.

In addition to such &greements, adverse effects on U.S,.

! exports might be offset in part i{f the more efficient producers

, of garments (who would be expanding operations) were particularly

' reliant on our textiles or if they were to provide greater market

‘ access. As Tables 5 and 6 show, developing countries maintain
even higher levels of tariff (and possibly non-tariff) barriers
to imports of textiles and apparel than 4o the industrial
warkets. It would be a reasonable U.S. negotiating request, and.

‘ possibly a political necessity to sell conversion to tariffs

a domestically, to seek very substantial liberalization on our
textiles from the LDCs. For example, any ceiling applicable to

: . duties by importing nations as discussed above might equally

r apply to supplying nations. (The suspension of guotas for a
particular supplier might be conditioned on such liberalization.)

There would be another factor which could compensate our
textile producers for any lost gales. to other ®Gentleman's

R el L
Fe-%. 7 ‘\:-"! v
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TSUS item number 807,

Implementation

Legislation would be needed to imp’ asent the envigioned
substitution of tariffs for quotas under U.5. law and presumably
in most other textile trading countries as well, Delays and
possible complications would be likely but could be accomodated
in mych the same way that acceptances of the NPA have been spread
out over the years and compliance with its provisions has not
been uniform or perfect. Por example, importing markets might be
avthorized to maintain (and extend) ex’ ‘ng quantitative
restrictions for some period while the: .cgotiate with domestic
interests and foreign suppliers the particular adjustments in
tariffs they would make consistent with the agreed formula.
Similarly, as discussed above, individuyal exporters could be
denied the benefits of the relaxation of guotas by the major
industrial markets until these exporters had taken steps to

reduce to some agreed maximum their import barriers on such
qoods,

The problems posed by the legislative process in the United
States are always considerable when it comes to trade, but shoyld
not be daunting in this instance because, unlike most others,
trade liberalization would not be sought. 1Indeed, the levels of
duty envisioned for the Urited States are well in excess of those
which Congress mandated (in section 504 of the Trade Agreements

Act of 1979) to go into effect should quantitative restraintsg
Cease to apply.

Those members of Congress which have pushed for textile
legislation or the grounds that current partial restraints have
not been effective might prefer a global tariff approach to a
fine-tuned discriminatory System. The considerable revenue
raising potential of the tariff approach and related capture of
the existing foreign quota rents (as well as the profit-paring
effect on importers/retailers) would be strong selling points,
Most of Congress' concerns with effective and fair enforcement of
the current .aystem (including release from embargoes, origin
determinations, transhipments, overshipments and prior viga
approval) would also be made moot by the conversion to MFN
tariffs. Custoaos staffing and other resources dedicated to the

complex operation of the textile progrart could be redirected to
other projects,

For a proposed tariff increase to receive legislative
approval here and in other importing markets, it would have to
meet the particular needs of especially import sensitive or
politically important Sectors.  Rather than rigidly applying a
tariff formula across all items, we might want to to increase
duties by some trade-weighted average while retaining the freedor

. CNACINCMTIAL
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to spread the burden across products as we wish. This would of
course be a complicated process but well worth tHe effort in view
of the economic and international political benefitg of this
approach which would accrue as long as it was in effect,

Similarly, both -Eport-competing industries and exporting
interests will die* 1t the calculations which would underly the
conversion to taritfas and want to be able to make considerable
adjustments in the tariffs on results after
the {nitial conversion. This

safequard against unforeseen developments or the gy
of the effects of a tariff sys

For example, if import penetration were to rige (or fall)
more than a certai: '“‘reshhold from a basge period, uncompensated
adjustments in the €2ily would be provided for. Building on the
illustrative figures mentioned above, after doubling existing
tariffs an increment {(or decrement) of say 10 percentage points
might be allowed were the market results to indicate the tariffs
for a particular product provided significantly more or less
protection than the earlier quotas. Alternatively, only

compensated adjustments might be allowed, but they could be of
puch larger degree and more pPermanent,

if we wished to try to use it as a
.carrot to induce LDC support or, alternatively, it might be
formally agreed that the results of the conversion would be
exempted from future multilateral tariff concessions for a decade
Or SO to increase its saleability to import competing industrijeg.
Presumably no Article 19 actions would be allowed for textiles
and apparel until after subsequent tariff cutg were made in a
multilateral round, or possibly even until cytsg were made to
levels below post-Tokyo Round levels. 1In all other respects,

though, the conversior to tariffs could mark the return to fuyll
application of GATT rules to this sector.

CONFIDENTIAL
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Tahle § BV vemeT ST
CLOTRING WY SELECTED PLYING mn‘ yoR FIVE DOrORTING OOONTRIES,
1979-1982
(Percentages) .
1979 , 1980 1981 1982
Kong
Daites States 83.4 8.1 9.1 9.9
Canada 76.9 T .4 6.7 735.8
! C 6.2 6.8 $9.6 $2.6
' - Fialand 9.4 73.0 78.0 75.2
X Pweden 2.0 0.4 9.0
: Rorea, Rep. of '
' Oaited Stotes 77.1 8.0 .} 87.3
' Canads 62.2 42.9 $7.6 71.2
\ B 75.0 6.5 70.0 61.7
rinland N.7 43.0 5.6
| Sveden 8.9 5.0 7.6
i Macao '
, Doited Statas® 8.7 7%.? 84.7 81.4
Canada 733 8.1 5.8 53.1
b 7 74.0 6.4 $1.) 6.8
! rioland 1.8 73.1 80.) 5.8
| Pweden TR 93.0 9.2 7.0
‘ Bingspore
Onited States 5.6 53.4 61.) 66.1
| Cassds 35.3 9.9 33.7 43.8
, | /o 6.9 $).2 52.6 40.2
' Tinlend 24.9 16.8 0.0
T PSveden 101.8 92.3 83.6
‘ sr! Laoks
Duited States 8.2 80.6 83.3
| /@ FY 9.2 $6.) 41.8
\ Pinlené : .7
‘ Pveden 8.5 0.8 5.8
Thailand
! Duited Btates 70.2 7.4 02.0 . NNy
| Canada 127.8 5.3 A8.0 333
| /e 1.6 107.4 74.6 4.6
Tinland : 7.9 25.4 82.7 5.0
Preden 107.4 9.4 89.6
1adowesis
Daited BStates 100.0
| - 4.1 2.5
' ‘ Malaysis -
‘ Puited States “73.8 74.9 79.7 87.%
: Canada ' 43.0 0.7 2.0
‘o $5.6 " $3.3 5%.9 $1.0
r Finlssd 0.2 5.9 9.5
Pweden 8.5 9.7 79.8
' India
| Doited States 70.9 ‘781 8.0 80.9
Canada | 61.6 65.% 45.0
¢ BC . 5.8 71.4 $2.0 $1.6
! Finland 72.9% 56.1 8.6 . 49.7
: - Pveden ' 97.0 91.9 93.) 85.8
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. Table 4- smuarmaqwunruuno- umuru'm_gm
mmnmmnrmemmmmn
: ]
' 1979-1902 (coutiaved) ’
" (Percentagss)
1979 . 1o 1) 1982
Pakiotan
Paited States 7.4 60.2 n.y LI
Canada : 103.3 102. 9.3 104.0
BC ' 53.6 77.9 60.0 .3
Sveden 3.8 0. ”.0
Puilippines
Dufted $tatas 3.3 .6 459 43.¢
Canads 9.3 30.¢ 47.3 4.1
K 73.4 8.7 74.) 66.2
Sveden * 9l 3.4 79.)
Bracgil
Dufted States P 3.1 - 30,8 3.:
BC 61.7 $.) 47.2 43,3
Swveden LT | 49,1
Colomdias
Dnited States 5.2 6.0 71.9 46.9
| /s 64.7 15.4& 35.) 35.4
Mexico )
Onited Stetes 56.9 11.¢ 36.0 3.
e . 35.) 3.4 5.1 6.0
Mulgaris :
Cenads 46.1 2).8 11.4 33.0
| /v 42.3 45.) 35.6 .2
Czechoslovalis
Canadas ' 102.0 70.5 60.5 $9.%
EC 62.4 6.2
Bagary
Cansds 168.9 7.0 5.0 75.0
Lo 54,7 55.4 3.5 1.5
Poland
Cufted Btates 20.2 32.8 . 28.4 24,2
Canads 78.4 32.¢ 31.2 - 54.)
 'd 68.2 38.9 43.5 32.9
Romants
Dufted Scates #.) ». 78.) 4.4
Canads .6 13,6 3.y 3.0
o 37.0 4.3 3. 30.0
Yugoalavia
Suited States 16.1 0.8 0.4 1.9
Swnder 82,0 6.7 75.8 73.8
Ching -7
| Oaitsd States : _ .1 9.3 1.7
' Canada 169.8 .1 1158.1 64.2
3
' .knlym ¢coustries bave been included fn this table vheo they

have a restraint with more thao eme of the five importing sreas for
which quots utilisatios dats bhave been received. The above dats are
| of limited comparability in terms of quota definftions, product
i Categories and time periods covered. They should de taken therefore
X &8 ouly rough {ndfcations of the relative performsance of supplying
i : countries 1o the five Lamport markats.
. N
i
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