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PROHIBITING REDUCTION OF DUTIES IN TRADE
NEGOTIATIONS ON TEXTILES

TUESDAY, AUGUST 15, 1978

U.S. SkNATE,
SuscodMITTEE oX INTERNATIONAL TRADE

ofF THE CoddyTTer oN FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m. in room 2221,
Dirksen Senate Oftice Building, Ilon. Abraham Ribicoff (chairman of
the subcommittee) presiding. .

Present : Senators Ribicoff, Long, Talmadge, Byrd, Jr., of Virginia,
Iansen, and Roth, Jr. .

[The committee press release announcing this hearing and the bill

S. 2920 follow :]
[For immediate release)

U.8. SENATE,
COMMITTEE ON FINANCE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,
July 31, 1978.

FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE To HoLp HEARINGS oN 8. 2920,
A BrL To PROHIBIT THE REDUCTION OR ELIMINATION IN TRADE NEGOTIATIONS
or DUTIES OR IMPORT RESTRICTIONS ON TEXTILES AND TEXTILE PRODUCTS

The Honorable Abraham Ribicoff (D. Conn.), Chairman of the Subcommittee
on International Trade of the Committee on Finance, today announced that the
Subcommittee will hold public hearings on S. 2920, a bill amending section 127 (b)
of the Trade Act of 1874 (19 U.S.C. 2137) to prohibit the reduction or elimination
in trade negotiations of duties or import restrictions on certain imported textiles
and textile products. The prohibition would apply only to products which are
subject to restrictions negotiated under section 204 of the Agricultural Act of 1956
(7 U.S.C. 1854). The hearings will be held at 10:00 A.M., Tuesday August 15,
1978, in Room 2221 Dirksen Senate Office Building.

Requests to testify.—Chairman Ribicoff advised that witnesses desiring to
testify during these hearings must make their request to testify to Michael Stern,
Staff Director, Committee on Finance, 2227 Dirksen Senate Office Butlding, Wash-
ington, D.C. 20510, not later than Thursday, August 10, 1978, Witnesses will he
notified as soon as possible after this cutoff date as to when and if they are
scheduled to appear. If for some reason the witness is unable to appear at the
time scheduled, he may flle a written statement for the record of the hearing in
lien of a personal appearance.

Consolidated testimony.—Chairman Ribicoff also stated that the Subcommittee
urges all witnesses who have a common position or share the same general inter-
est to consolidate their testimony and designate a single spokesman to present
iheir common viewpoint orally to the Subcommittee. This procedure will enable
the Subcommittee to receive a wider expression of views than it might otherwise
obtain. Chairman Ribicoff urged very strongly that all witnesses exert a maximum
effort to consolidate and coordinate their statements.

Leyislative Rcorganization Act.—In this respect, he observed that the Legis-
lative Reorganization Act of 1946, as amended, requires all witnesses appearing

1)
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before the Committees of Congress “to file in advance written statements of their
proposed testimony, and to limit their oral presentations to brief summaries of
their arguments.”

Chalrman Ribicoff stated that in light of this statute and In view of the large
number of witnesses who desire to appear before the Committee in the limited
time avallable for the hearing, all witnesses who are scheduled to testify must
comply with the following rules:

1. All witnesses must include with their written statements a one-page summary
of the prineipal points included in the statement.

2. The written statements must be typed on letter-size paper (not legal size)
nnd at least 75 copies must be submitted to the Committee not later than the close
of business on Monday, August 14, 1978.

3. Witnesses are not to read thelir written statements to the Subcommittee, but
are to confine their five-minute oral presentations to a summary of the points
included in the statement.

4. Not more than five minutes will be allowed for the oral summary.

Witnesses who fail to comply with these rules will forfeit their privilege to
testify.

Written statements,—Witnesses who are not scheduled to make an oral presen-
tation, and others who desire to present their views to the Subcommittee, are
urged to prepare a written statement for submission and inclusion in the printed
record of the hearings, These written statements should be submitted to Michael
Stern, Staff Director, Committee on Finance, Room 2227 Dirksen Senate Office
Building not later than Tuesduy, August 29, 1978.
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IN THE SENATE OF THE UNITED STATES

ApriL 17 (legislative day, FEBRUARY 6), 1978

Horuinags (for himself, Mrs. ALLeEN, Mr. ANDERsoN, Mr. Baxer, Mr.
Buaeers, Mr. Roserr C. Byrp, Mr. DurkiN, Mr. EacLEToN, Mr. EasTLAND,
Mr. Foro, Mr, Hansex, Mr. Hatciy, Mr. HatHaway, Mr. HeLms, Mr.
McINTYRE, Mr. Moraan, Mr. Moy~inan, Mr. Nun~, Mr. Pery, Mr.
RanpoLpH, Mr. Sasser, Mr. Sparkatan, Mr, Stennis, Mr, TaLmADoE, Mr.
TruurmonD, and Mr. Towzr) introduced the following bill; whieh was read
twice and referred to the Committee on Finance

A BILL

To amend the Trade Act of 1974.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
That section 127 (b) of the Trade Act of 1974 (19 U.S.C.
2137) is amendc(i by inserting immediately following “sec-
tion 203 of this Act”: “, section 204 of the Agricultural
Act of 1956, as amended (7 U.S.C. 1854), insofar as such
section relates to textiles and textile products,”.

ho i
Yo (Star Print)

Senator Riercorr. The committee will be in order. )
This morning the Subcommittee on International Trade will have

testimony on S. 2920. The bill would prohibit trade negotiations on
textiles and textile products. This issue is of great importance, both
to the domestic textile industry and the administration.
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We will take your testimony this morning. Because of the large num-
ber of witnesses and our commitments on the floor, we have been re-
quired to limit the amount of time to each witness to make their state-
ments.

Your written statements will appear in the record, as if read in their
entirety.

I think Senator Iollings is on the floor with an amendment; Sen-
ator Thurmond is not here. Our first witness will be the administration
panel: Michael Smith, Peter Murphy, and Arthur Garel.

Senator Rorn. Mr. Chairman? :

Senator Risicorr. Senator Roth ?

Scnator Rorn. I would like to express to you my appreciation for
vour holding these hearings today. I find that they are very timely.

As just one member of this subcommittee. I would like to make it
very clear that T believe that a healthy textile and apparel industry is
essential to the health of this country. ‘

As you well know, these hearings involve three interrelated indus-
tries: The fiber industry, the textile industry, and the apparel indus-
try. That employs something like 2.5 million Americans.

Many of these Americans are women; many are minorities. They
are in both large cities, inner cities, as well as in small towns and
rural areas.

The United States has suffered massive import penetration on many
apparel items. In turn, it has affected the health and prosperity of the
fiber and textile segments of the industry.

I am deeply concerned that we maintain a viable, prosperous, textile
and apparel industry. We cannot allow these industries to go down
the drain. We cannot sacrifice them for the sake of developing coun-
tries or other industries. We have unemployment and poverty here,
too.

Therefore, I think that these hearings today, are considered to be
the best way to maintain a healthy and prosperous textile industry.

Senator RiBrcorr. Thank you, Senator Roth.

Mr. Smith, Mr. Murphy, Mr. Garel. You may proceed, sir.

STATEMENT OF HON. MICHAEL B. SMITH, MINISTER FOR TEXTILE
NEGOTIATIONS, OFFICE OF THE SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS, ACCOMPANIED BY PETER 0. MURPHY,
INTERNATIONAL ECONOMIST, OFFICE OF THE SPECIAL REPRE-
SENTATIVE FOR TRADE NEGOTIATIONS AND ARTHUR GAREL,
DIRECTOR, OFFICE OF TEXTILES, DEPARTMENT OF COMMERCE

Mr, Smrra. Thank you, Mr, Chairman.

Before beginning, f,would like to say that T am accompanied today
by Mr. John Donaldson, assistant STR: by Mr. Murphy, my assist-
ant; and by Mr. Garel and Mr. Levin of the Office of Textiles in the
Department of Commerce.

Mr. Chairman and members of the subcommittee, we welcome this
opportunity to report the administration’s position on S. 2920. This
bill, introduced by Senator Hollings, would amend the Trade Act of
1974 to broaden its list of mandatory statutory exemptions from tariff
reductions to include textiles and apparel. Currently, the Trade Act



5

exempts from negotiations only those items on which reductions in
duties would threaten national security and those items where import
relief action under section 203 of the Trade Act is in effect.

The administration is strongly opposed to S. 2920 for a number of
reasons. which I would like to spell out in some detail. .

First, it is important, I believe, to review what this and previous
administrations ﬁave done to assist the U.S. textile and apparel in-
dustry to resolve its import problems. In 1961, the Kennedy adminis-
tration successfully negotiated a short-term arrangement for cotton.
Tn 1962, this was expanded into a long-term arrangement. In 1973,
after three renewals of the ILTA, the first multifiber textile arrange-
ment was negotiated successfully, largely at U.S. initiative. In 1977,
the MFA was renewed, again largely at U.S. initiative. Both the L.TA
and the MFA are unique. No other American industrial sector has
Leen given such a GATT-approved exemption from international
trading rules, and no other U.S. industry enjoys this form of protec-
tion—either now or over the past 16 years.

Second, we have negotiated under both the LTA and the MFA a
wide-ranging series of bilateral import restraint agreements with the
principal low-cost import suppliers. Indeed, more than 75 percent of
all our textile and apparel imports are covered by these arrangements.
Because of these agreements, since the first all-fiber agreements were
negotiated in 1971 and 1972, imports from all sources have actually
declined. The peak vear s not 1977 or 1978 in terms of imports. The
p}(‘:lk year was 1972, and annual imports since then have not matched
that peak.

Third, on overall terms, our textile and apparel tariffs are the high-
est among developed countries, and the U.S. textile and-apparel in-
dustry has the highest tariffs of any American industrial sector.

ITence, Mr. Chairman, our domestic industry now enjoys three levels
of protection, either unique in themselves or greater than those of
any other American industry—the MFA, the 18 bilateral agreements
and 11 consultation agreements, and high tariffs. In addition, under
section 503 of the Trade Act, the industry is exempted from the pros-
pect of cotton, wool, and manmade fiber imports subject to textile
agreements being granted GSP.

It is often asserted that textile imports have increased. As I indi-
cated, this is not so, compared to 1972. Even ATMI, in its estimate
for 1978, projects imports in 1978 at lower levels than 1972—86 years
ago. It is also often asserted that hundreds of thousands of jobs have
heen lost by textile imports. Actually, since 1968, employment has
declined by 76,400 and in 1978 has actually increased some 12,000 over
1977. And, the mill sector has enjoyed a surplus balance of trade for
the last 4 years.

But import figures are debatable, and seldom convince anyone. More
to the point is the question of whether the Government is responding
to the legitimate requests of the industry. The American textile in-
dustry has. thanks to the Carter administration, more bilateral import
restraint than heretofore, a renewed MFA, the offer of only very
modest tariff reductions, and & commitmentrto help assure the long-
term health and viability of the industry. It is unreasonable for this
industry to ask for still further protection, for an exclusion from the
MTNXN which no other industry sector has, nor has so vigorously sought.
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In comparing textiles and apparel with other mandatory exceptions,
it also should be noted that producers of items granted relief under
other provisions of the Trade Act can expect that this relief will be
temporary, to be used as an aid to adjustment to competition, whereas
the textile industry has enjoyed protection for 16 years. The most re-
cently renewed MFA is under study already for another renewal when
it expires in 315 years, and the major bilaterals just renegotiated have
5-year terms beginning January 1, 1978. We expect these bilaterals
will continue after then.

As a result of these significant differences, the administration does
not believe that textile and apparel items should be added to the list
_ of mandatory exemptions., We support the view of the drafters of the
Trade Act that decisions regarding textile tariffs, as well as other un-
specified product tariffs, should be left to the discretion of the
President.

I would like to take this opportunity to record our overall strategy
in the MTN for tariffs affecting industrial produets and show how
textile tariffs fit into that strategy. I believe it will indicate that the
administration has exercised its discretion reasonably and prudently,
regarding textile and apparel tariffs,

The strategy behind our initial tariff offer was to encourage other
countries to make equally significant offers and thus begin the negotia-
tion process at a meaningful level. We did this with the full expecta-
tion that there would be adjustments downward in our offer if we did
not receive reciprocity from our trading partners, which unfortunately
_ to date we do not have. However, if we had not made a meaningful
offer to begin with, our chances of gaining increased access for [1.S.
products in foreign markets would have been made much more diffi-
cult. An exemption for textiles and apparel could only encourage
other countries to take similar action, not only on textiles but also
on many other items of export interest to us, thus virtually nullifying
the chances for a successful MTN.

Had the agreed Swiss formula for initial tariff offers been strictly
applied to textiles and apparel, the average tariff on these items would
have been cut by 60 percent. The United States chose not to strictly
apply that formula to textiles. Under our initial offer, the average
textile and apparel duty offer was reduced 25.5 percent, or less than
half the called-for reduction. Assuming a 10-year phasing in of the
duty restriction, the average apparel duty would reduced about
one-half a percentage point per vear. The average mill product or
nonapparel item would be reduced at less than 1 percentage point per .
year. This fall we will be entering the final stages of the negotiations
in which further downward adjustment in our offer will be made. Due
to the confidential nature-of the negotiations, I am not at liberty to.
discuss our contemplated adjustments in open session. o

Mr. Chairman, the administration has tabled a textile and apparel
tariff offer in full awareness of 'industry’s stated opposition but,
equally, in full awareness that a successful MTN will depend on each
trading partner’s ability to limit to the absolute minimum the num-
ber of industrywide exclusions or exceptions. No other trading partner
has refused to put textiles and appare] on the table. and we have good
reason to believe that had we refused to place textiles and apparel on
the MTN table, the chances for a successful MTN would have been
complicated enormously.
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Further, Mr. Chairman, the textile and a{)}parel offer we did table
was extremely modest in comparison with those for other industrial
sectors. Textiles and apparel account for approximately 10 percent
of dutiable trade, yet our initial offer in this sector accounted for more
than 50 percent ofy the total exceptions and less-than-formula cuts for
the entire industrial sector. . .

Thus, in order for the United States to meet the overall Swiss guide-
line on the tariff formula. we had to offer deeper cuts in other indus-
trial sectors to balance out the lower cuts for textiles and apparel.

This bill, if passed, Mr. Chairman, would unleash similar demands
from scores of other industries. The chances for a successful MTN
conclusion—a negotiation being entered into as a result of the Trade
Act passed by Congress—would obviously be seriously jeopardized.
Our overriding national economic interest, as recognized by Congress,
is the overall liberalization of international trade—not just the liberal-
ization of trade into the United States but the liberalization of trade
from the United States to other lands. We helieve that our tariff offer
fully balances the specific, legitimate needs of the domestic textile and
ap{)arel industry while meeting the overall objectives of the Trade Act.

Mr. Chairman, T would be pleased to take your questions.

Senator RiBicorr. Let me ask you. on page 4, you have at the bottom
of the page, “and the mill sector has enjoyed a surplus balance of
trade for the last 4 years.” What does that amount to? -

Mr. SaitH. Just one moment, sir. ’

[Pause.]

Sir, in 1974 there was a trade balance of $106.7 million; in 1975,
$320.8 million ; in 1976, $228.9 million; in 1977, $92.5 million.

Senator Risicorr. How does that compare with the overall textile
business that we are talking about here ?

Mr. Sxatn. The United States has a deficit in overall textile and
apparel trade. The mill sector, through 1974, 1975, 1976, and 1977,
had a surplus balance of trade; the apparel sector had a substantially
larger deficit amount of trade.

enator Risicorr. How much ? What was the deficit there?

Mr. Smrtir. The deficit, sir, in 1974, in apparel, was $1.76 billion; in
1975, $1.98 billion; in 1976, $2.82 billion; ang in 1977 $3.17 billion.

The trade balance was, in 1974—the trade deficit was $1.65 billion;
(ilnfi19'75’ $1.656 billion ; in 1976, $2.593 billion; in 1977, a $3.078 billion

eficit,

Senator Risicorr. So that the amount of surplus in one sector is
infinitesimal when you put it against the entire textile business?

Mr. S»rrH, Yes, sir. :

Senator Risicorr. Senator Talmadge ¢ - :

Senator Taryaber. Thank you very much, Mr. Chairman. I want
to pursue that a little further. :

ccordin§1 to the staff document that I have here, Mr. Smith, our
total trade deficit on textile mill products and apparel for the year
1976 was $2,832,100,000. It is estimated from 197?, $3,821,200,000. Is
that correct ? .

So that has increased the deficit $1 billion in 1 year. x

Mr. SyurH. Senator Talmadge, our figure which we gave to the
chairman, the 1976 figure, shows a deficit of $2.593.4 billion and, in
1977, of $3.078.1 billion.
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‘Our figures do not include linoleum, apparel of rubber or leather,
-and clothing donated for charity. . .

Beginning in 1968, glass fiber yarns are included. In addition, the
textile exports include some monofilaments. '

Senator Tararanee. Do yvou have any idea how many jobs this $3.821
billion deficit translates into?

Mr. Sanrra. No, sir.

Senator Tar,mance. Several hundred thousand.

Mvr. Sarrrw., If there were no imports, one could make an assumption
that some of those dollars would be translated into jobs.

Senator TarLyavee. Are the Europeans and the Japanese better
traders than we are?

Myr. Sxrrrirn, Based on their perfox'manee to date, sir, I would say yes.

Senator Tavmanee. Is my information wrong, or is it correct, that
imports are up 28 percent at the beginning of the multinational trade
negotiation talks?

My, Sy, One moment please, sir.

[Pause.]

My, Sauri. Our figures would indicate, sir, that U.S. imports of
textiles and apparel for the first half of 1978, the first 6 months of
1978, were 24 percent higher than the same [l)eriod a year earlier,

Senator Taryance. That is reasonably close to 23 percent, even by
vour own estimate. Who is in charge of seeing to it that we get into
their markets?

My, Saurh, Well, in the Department of Commerce as the lead agency,
sir, and we, in STR, are beginning to get directly involved. I have just
<oncluded a 314 week trip to the Far East where I have discussed the
-export situation with those four suppliers who are major suppliers
-to us, with the idea in mind, sir, that trade is a two-way street and it
‘is time that they took in some more of our textile products.

Senator Taryapge. What have you done to break up the European
and Japanese cartels?

Mr. Samrra, What have I done myself, sir?

Senator TaLmabpgE. I did not get the response? What was it ¢

Mr. Sxrrir. Our concern that the United States in exporting certain
textile products to the Far East is at a disadvantage with the Japanese
trading companies who are much more adept, or have greater ease, in
penetrating the Hong Kong, and Taiwanese markets, for example,
than we have. -

In my view, this mandates some sort of aggressive action on the
part of American industry to get-over there with people on the spot
full time to offset this advantage which the Japanese trading com-
panies presently enjoy.

"~ Senator Tarmapge., Why do you not say, if you do not take our
goods, or at least let us have a fair chance at your market, we will not
take yours?

Mr. SmitH. Sir, heretofore, we have been keeping the textile re-
straint program as a program distinct and unique by itself. We have
not tried to link the import restraint program with any other specific
trade issue.

The message that we are trying to convey now, Senator Talmadge, to
our foreign friends is that, while we do not wish to link, per se, our
importTestraint program with exports, there is, nonetheless, a reality
here that you cannot expect the United States to be forever the re-
cipient of these goods without getting some reciprocity in return.
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We believe that the American textile industry can sell far more
than it is selling now in the Far East and we are going to try to do
everything we can within the Government to pursue this, to persuade
the U.S. industry to take up more aggressive stands on this. .

In this connection, Senator Talmadge, the ATMI has designated its
first vice president, Mr. Morris Bryan, to spearhead from the industry
side this sport of ex]port drive. This is a inove that Ambassador Strauss
welcomes very much. )

Senator Tarmapge. Will the current talks lead to a tariff bill that
will solve the problems of imports and exports? -

Mr. Syrmin. I do hot quite understand the question. )

Senator Taraange, Will your negotiations solve the problem of im-
ports and exports?

Mr. Saatir. We certainly hope that they will go a long way of
solving the problem of imports and exports.

For us, we believe that we have a viable, effective import restraint
program, What is missing is the other side of the equation—that is, the
ability for the United States to get access into foreign markets, not
just from a tariff point of view, but from a nontariff barrier point of
view, where one country after another has certain barriers against
U.S. textile exports.

Senator TaLMapce. If we do not increase our exports, onr industry
cannot continue to grow.

The Department of Commerce says we, as a nation, will only be
crowing at about 1 percent a vear for the next decade. That is only &
little less than 2 million people a year, while the world population is
growing at nearly 60 million per year.

According to the Japanese textile news in June, Korean textile ex-
ports were at an alltime high—$659 million in 1976; $690 million in
1977: $750 million for a projection in 1978.

Does the bilateral agreement allow for a 9-percent growth from
Korea to the United States?

Mr. Smrrn. Senator Talmadge. the Korean bilateral agreement that
was negotiated last month provides for no growth in the quota levels
from 1977 to 1978. Thereafter, there is growth of, I believe, a 6.5 per-
" cent in the aggregate and in the three or four groups within that, but
two-thirds, T believe, of the categories within the apparel group have
growth rates in Korea of 3.9 percent to zero percent,

Senator Taryance. T feel that you have tried hard and, in most cases,
our bilateral agreements have heen as good as any. What can we do
about making sure that they are implemented

Mr. Syrri. Well, we feel, sir, that we have had problems in imple-
mentation but that overall, we believe that the implementation has been
as effective as any other importing country’s perhaps more so.

We have had. in the past, some problems in overshipments, We have
remedied that, both in the bilateral agreement and in internal proce-
dures within the Government by instituting & strict visa system for
imports,

We have had some technical problems in moving from an old cate-
gory system, which was the cause until December 31 of last year, to a
new categories system, a simplified categories system this year.

But obviously, Senator Talmadge, the key to the import restraint
Erogram, to the effectiveness of the import restraint pregram, is to

ave an effective implementation program,
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Mr. Garel heads the implementation portion of the program from
the Department of Commerce, and has a very big job on his hands.
We have to monitor some 2,100 or 2,200 categories and even more,
from some 120 countries. So it is a full-time job, requiring close
coordinations with Customs, Census, and Commerce and the other
agencies involved,

It is not an easy problem, Senator. It is a complex problem requir-
ing a great deal of human resources. We are moving into computer
resources which hopefully be onstream in the relatively near future
which should ease our problem.

But there are certain problems in implementation. We are monitor-
ing 18-bilateral agreements covering, I guess, 4-some-odd billion dol-
lars’ worth of trade, with 106 categories within each 1 of those
agreements, plus 11 consultation agreements, plus watching uncon-
trolled suppliers and new starts, and things like that. It is a big job,
, and implementation is the guts of it.

Once the negotiations are done on the bilateral agreements, they
must be implemented.

Senator TaLmapce. Thank you, Mr. Smith.

Mr. Chairman, I have no further questions.

Senator Risicorr. Senator Roth?

Senator Rorun. Mr. Smith, under the MFA, T believe 1977-78 is
supposed to be a year of no growth in imports. Why did we negotiate
a year of no imports if import situation was so rosy?

as there actually been no growth?

Mr. Sxrrr. Sir, in the negotiation of the bilateral agreements, there
with no growth between 1977 and 1978, with the major suppliers,
such as Hong Kong, Korea, and the Republic of China. Other agree-
ments with smaller suppliers, less developed suppliers, did have an
element of growth, even from 1977 to 1978. ,

Senator Rorx. I have heard rumors that imports have gone up us
much as 30 percent. :

Mr. Syite. Imports, sir, for the first 6 months have gone up 24 per-
cent. If you looked at the figures, the January increase over the pre-
ceding years, the year ending January 1978, as compared to the year
ending January 1977, shows something in the neighborhood of a 40-
percent increase, and gradually that has gone down, so that the year-
ending June figure of 1978 is 5.7 percent, I believe, over the year-ending
June 1977 figure,

There was a sharp increase in imports, especially for the first 3
months of 1978, sir. .

Senator Rorm. It is my understanding that EC has some kind of
overall or worldwide ceiling on imports. Is that correct? .

Mr. Saira. Well, the EC operates on a slightly different system
than we do. They have what they call globalization, and they assume
that the Eie is so big, if you will, if you look at it as a pie, that the
pie is so big and it can only grow by so much, and that they appor-
tion it to the pie in certain ways.

The United States has never held the policy of globalization. 1n
textiles, we have always had the policy OF what is known as the cu-
mulative concept, that imports can increase, but it is the cumulative
effect that we worry about. And we do not have a pie concept like the
community.
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Senator Rotu. In effect, they have an overall ceiling on the amwune
of imports?. . ) :

Mr. SmrrH. No, they do not have an overall ceiling, sir, but they
look at it from a global point of view—imports of all textiles.

Senator Rorir. What do you mean, they look at it from a global
point of view? They put some limit on how much can be imported?

Mr. Sxirh. There 1s no, to my knowledge, no total limit, to the size
of the pie, if you will. As it was explained to me by my counterpart,
they actually have what is known as the two gateaux theory.

They have a pie over here which is for the community and they have
& pie over here which is for the rest of the world, The pie for the rest
of the world can increase, but they judge it, and look at total imports
from all sources, but they do not have, to my knowledge, a total
amount that they allow in from the world and no more. They allow

rowth,

# Senator Rora. When they look at that second pie outside, tney
place some kind of limit, including some growth. Is that correct?

Mr. Syt Yes and no, sir. They do not control everybody under
this global—

Senator Rori. I am confused. Yes and no?

Mr. Syrra. They, from a consumption point of view, they have a
total number of imports. They look at what the rest of the world is
shipping to them, and if strictly applied, they take the wedges and
sometimes redistribute the share according to each country. But there
are many countries which the community does not have agreements
on, and they are uncontrolled.

So the global concept they have realliy has a lot of holes, around
the edge of the pie, if you will, for which there are no controls.

Senator Rotii. Do you think we might need to have an overall quota
to handle all that comes in? We have a number of bilateral agree-
ments. How do we handle CPR and some of the Communist countries ?

Mr. Saati. We have bilateral agreements, sir, with Romania,
Poland—-

Senator Rorir. What about China?

Mr. S»xrti. Not yet.

We have rejected, Senator Roth, the notion of globalization. This
has been the policy of the Government for a long time. To have a
global policy in terms of a fixed limit for all imports from the world
means that you end up in a very complex business of a portioning out,
if you will, or cutting up the pie into the various Wec{)ges.

It is a very coms)lex matter.

We felt we could handle the problem better by hitting each country
by itself, which we have done.

Senator Rotw. T know that time is of the essence, Mr. Chairman. Let
me ask one final question.

You oppose this legislation. You have made certain proposals, of
course, in the multinational trade negotiations. How closely are you
consulting with the industries affected? !

Under the law we require that the various industries be closely con-
sulted as to the effect and impact of the proposals. Are you maintaining
close liaison with the textile, apparel and other indusfries? Also, with
labor, as you are required under the law ?
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Mer. Sarri. We feel we are, sir. We have mandated what is known
as ISAC’s and LSAC’s—Industrial Sector Advisory Committee and
the Labor Sector Advisory Committee. They have met frequently with
the agencies of the igovernment involved and, of course, we have our
own ongoing consultations with various members at very frequent
intervals.

Senator Rorn. Well, I cannot emphasize too strongly that you main-
tain very close consultation with these groups. We will be asking indus-
try and labor, if they are here today, whether or not they feel they
are adequate, -

I think the question we have for you if you disagree with this legis-
lation is how are we going to protect an industry that is essential to
this country under your proposal?

Thank you, Mr. Chairman.

Senator Risicorr. I would like to just follow uf). I have just heard
two phrases that I have never heard before—globalization and cumula-
tive concept. I do not have a dictionary before me, but “cumulative”.
indicates more keeps piling up. “Globalization” means you put a limit
on what comes in overall.

I mean, just the ordinary meaning of those words.

Now, I think that is the bottom line that we are dealing with. Would
globalization be more meaningful by putting an outside limit on what
1s coming in, as against cumulative—it keeps on piling up on top of
each other.

Mvr. Smita. Mr. Chairman, the words, perhaps, are not the best. In
textiles, we often use a lot of words rather loosely. But the principal
behind the international arrangement in textiles is the orderly expan-
sion of international trade in textiles on the one hand, while avoiding
market disruption, or the threat of it, on the other. .

Now. we approach the requirement that there be orderly expansion,
if at all possible in, if you will, like a chocolate bar, but a chocolate
bar which grows this way—it expands, depending on the factors
involved.

But we choose the cumulative concept because if we did not then a
small country could come to us and say well, we only export 30 million
yards. How can we be contributing to market disruption if you are
taking in 5 billion yards?

“Our response to them is the cumulative impact of imports which
roqulilres us to negotinte restraints, whether the supplier is large or
small,

It is not global in the sense that there is not a fixed, finite limit to
the total amount of imports that are allowed in.

With the Community—if I understand it correctly from the Commu-
nity spokesman—they, too, allow for expansion, but they also, if you
will, redistribute some of the wedges of the pie, the share, if you will,
than we do.

But both trading entities, the European Community and the United
States, say nothing of any other importer who has import restraints
under the MFA is committed under the terms of article I of the MFA
to the expansion of international trade in textiles. That means
increases.



13

Senator Risicorr. Yes, but what is the total deficit of imports over
exports in the European Community as compared with that of the
United States? .

Mr. Sarra. Sir, the latest figure T have is a 1976 figure which would
indicate that the European Community was in deficit something like
$1.5 or $1.6 billion.

Senator Risicorr. And what was ours for 19762

Mr. Sxrri. According to our figures, sir, $2.593 billion, .

Senator Rieicorr. Well, so we have a situation that we are in deficit
more than the European Community by $1 billion, and so just on the
figure, I like the sound of globalization better than I like the sound of
cumulative concept.

T think there is something new added. T do not know about my col-
leagues, if they have heard those two terms before, but I have not. The
economists that are here representing both the textile and apparel man-
ufacturers and also the labor unions, I would apvreciate receivine
from you, on behalf of the committee, an analysis of globalization and
cumulative concept, and the significance of this for the United States,
because T think there may be something we can learn. I think the prob-
Jem that you have, Mr. Smith, is this.

No great nation can allow the destruction of any basic industry, and
vou would have to say that the textile is a basic American industry.
Now, we realize the interdependence of world trade, and I do not think
that there is a witness here who will say that we are going to have
to get out of the international trade business,

But the question comes, are we destroying a basic industry, and what
do we do about it?

Now, the comparison of the European Community’s deficit and
ours—we ran a $28 billion trade deficit in 1977, The consequences of
that deficit are reverberating now. We pick up the newspaper every day
and see what is happening to the dollar, and part of it is due to that
adverse trade balance that we have.

So we do have a very deep problem and this committee has a great
responsibility when you bring the MTN agreement back to us to make
some decisions.

We are going to have the responsibility up here of defending this
on the floor of the U.S. Senate.

So the problem you have is what is on the bottom line, and I realize
the problem here. To go along with the proposal in this bill may mean
no MTN. It may mean the destruction of the entire trade negotiations.

But yet, we do have a responsibility to have an orderly trade policy
in this country, and these adverse trade balances, especially in tgis in-
dustry as one of the basic industries, is a matter of great seriousness.
And you have brought to ustoday a couple of terms.

I do not think we have always been very wise in our trade agree-
ments. Now maybe we can learn from the Europesn Community that
globalization is a very intriguing term, and I would like the staff as
well to make a study of this. I am willing to lesrn from anybody at
any time, and maybe the European Community can teach us a few
things that we have never learned.

Senator Hansen ¢ o

Senator Hansen. Thank you, Mr. Chairman, I was in Japan in Jan-
uary of this year, and when we called attention to the disparity in ex-

34-870—78——2
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ports from Japan to the United States as contrasted with those from
the United States to Japan and the increasing and unabated problems
we were having in balance of payments and the decline of the dollar,
the typical response that we got from our Japanese friends was that our
whole problem over here was energy. If we would get an energy bill
passed, we ‘rould do away with our problems. They intimated that if
we would come up with an energy program, the other trade problems
and balance of trade problems, would fade away. I don't agree.

I want to read from the Oil Daily, Tuesday, August 1, 1978, and
to quote Treasury Undersecretary Antilony Solomon. He said that the
economy is headed for a long period of stability with modest growth,
slowing inflation and less threat of job losses from Japanese imports.

1 hope he is right. But most significant, I think, in this article from
which I am quoting now, is this statement : “Total oil imports in 1977
were 3.18 biﬂion barrels. For the first 6 months of 1977, imports were
1.640 billion barrels, compared with 1.450 barrels so far this year.”

It goes on to point out that the U.S.-trade deficit has dropped be-
cause, primarily. of the decline in oil imports from the $2.2 billion def-
icit in May of this year to a $1.6 hillion in June of this year.

In the New York Daily News, for Friday, July 28, a signed column
by Louis Rukeystr states that Robert L. Marks of Siff, Oakley, Marks,
Inc., a firm of independent economic and investment counselors in New
York point out that oil imports this year did not increase as had earlier
been predicted by the administration. Instead of being 4 percent or
above, the increase in energy consumption last year was roughly 2

vercent. And he also pointeclv out that that is pretty good for a year
1n which real economic growth was nearly 5 percent,

I call attention to these two stories to say that we are only fooling
ourselves if we go along with the argument made that our problems
stem from the lack of an energy policy. The law of supply and demand
is still working and has brought about somne diminution in energy
consumption.

But we cannot get away from the fact that we have been plagued
with a great amount of imports of manufactured goods from other
countries, and <pecifically from Japan. And I know I have heard the
distinguished chairman of this committee say to our Japanese friends
and to our friends in Europe that we must either expect them to buy
more from us, or we are going to buy less from them. I agree.

I think the American people are becoming very tired o%r;ﬁr failure
in trading policy to come to grips with that problem.

I listened closely to the questions asked by the Senator from
Georgia, Mr. Talmadge, and T want to repeat again, do you have any
specific plans as representatives of the United States in these trade
negotiations to either see that we buy less from them, or that they
must buy more from us?

" Mr. S>rrn, Senator Hansen, when the President made his address
concerning inflation, one of the things which, perhaps, passed un-
noticed—or less noticed—was the fact that he asked the Secretary of
Commerce to put together a task force to develop an export policy
which would try to address some of the problems that we are facing
abroad in exporting.

" That, in turn, was given to Assistant Secretary Frank Weil of the
Department of Commerce and a task force was established and a report
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was compileq and submitted to the White House, I think around
July 21 or 22, regarding a more vigorous national export policy.

It is very clear that that, of course, would include textiles. From a
textile point of view, sir, it is quite correct that we must do more in
the export side of exporting of textiles and apparel. There is a future
out there, We know 1t—at %east we believe we know it. We have been
on the scene in a number of countries, and there is a demand for Amer-
ican products, which we feel, with more aggressive marketing and
salesmanship by our industry, can be taken advantage of.

As to whether one tells someone that if you do not buy more, we
will buy less, that is a larger trade issue, sir, which I am not competent
to address. We have made it known to our major textile trading friends
that, as far as we were concerned, in textiles, that we expected their
nontariff barriers to be eliminated or reduced quickly; that we could
not continue to have a trade deficit along these lines and these mag-
nitudes that we have had without at least having an opportunity to
sell our products over there. And I speak primarily of }-)Iong Kong,
Korea, Taiwan, Singapore, and Japan. v

. We do, however, feel—and I reiterate here—that there is a market
there for the textile industry to go out and attack.

Senator Haxsen. I have talked with Senator Thurmond, who will
testify very shortly that he wrote the President expressing his concern
over the import of textiles, and over the fact that the imports were
.coming in at a much sharper rate than was reflected by the growth
in the domestic industry. The administration responded that the pur-
pose of the tariff reductions is to increase competition and lower con-
sumer prices,

And I think we have gotten things all twisted up when we look my-

-opically, as I believe is being done now, in considering the salutory
effect that imports are going to have on domestic prices here and fail
to coi;:ider, as I now charge is being done, and the effect it is having
.on jobs. .

Thank you, Mr. Chairman.

Senator Risrcorr. Thank you, gentlemen.

" Gentlemen, there is no reason for you to stay at the witness table. I
think yan ought to be present throughout this entire hearing, because
" .certainly what is being said here should have influence upon your
thinking at the negotiations are coming to a conclusion in Geneva.
[ The prepared statement of Mr. Smith follows:]

_STATEMENT OF MINISTER MICHAEL B, SMITH, CHIEF TEXTILE NEGOTIATOR, OFFICE
OF THE SPECIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS, EXECUTIVE OFFICE
OF THE PRESIDENT

. Mr. Chalrman and Members of the Subcommittee: I am Michael B. Smith,
-Chief Textile Negotiator in the Office of the Special Representative for Trade
Negotiations, Ambassador Robert 8, Strauss. We welcome this opportunity to
report the Administration’s position on 8. 2020. This bill, introduced by Senator
Hollings, would amend the Trade Act of 1974 to broaden its list of mandatory
statutory exemptions from tariff reductions to include textiles and apparel.
Currently the Trade Act exempts from negotiations only those items on which
reductions in duties would threaten national security and those items wheve
import relief action under section 203 of the Trade Act {8 in effect.

The Administration is strongly opposed to 8. 2020 for a number of reasons
which I would like to spell out in some detall. ‘
First, it is important, I believe to review what this and previous Administra-
tions have done to.assist the U.8. textile and apparel industry to resolve its
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import problems. In 1961, the Kennedy Administration successfully negotiated r
Short Term Arrangement for Cotton, In 1962, this was expanded into a Long
Term Arrangement. In 1973, after three renewals of the LTA, the first Multi-
fiber Textile Arrangement was negotiated successfully, largely at U.S, {nitlative,
In 1977, the MFA was renewed, again largely at U.S. initiative, Both the L/DA
and the MFA are unique. No other American industrial sector has been given
such a GATT-approved exemption from international trading rules, and no other
U.S. industry enjoys this form of protection,

Second, we have negotiated under both the LLTA and the MFA a wide ranging
serles of bilateral import restraint agreements with the principal low-cost sup-
pliers. Indeed, more than 759 of all our textile and apparel imports are covered
by these agreements. No other American industry enjoys such a wide range of
import restraint agreements—either now or over the past 16 years. And because
of these agreements, since the first all fiber agreements were negotiated fn 1971
and 1972, imports from all sources have actually declined. The peak yvear is not
1977 or 1878 in terms of imports. The peak year was 1972. and annual imports
since then have not matched that peak.

Third, on overall terms, our textile and apparel tariffs are the highest among
developed countries, and the U.S. tex.ile and apparel industry has the highest
tariffs of any American indust.ial sector.

Hence Mr. Chairman, our domestic industry now enjoys three levels of protec-
tion. either unique in themselves or greater than any other American industry—
the MFA, the 18 bilateral agreements and 11 consultation agreements, and high
tariffs. In addition, under section 503 of the Trade Act, the industry is exempted
from the prospect of cotton, wool, and man-made fiber imports subject to textile
agreements being granted GSP.

A brief comparison between market conditions in the textile and apparel in-
dustry, including the terms of import restrictions under the MFA, on the one
hand, and market conditicns of products granted import relief under section
203, including the terms of that relief, on the other hand, reveal some significant
differences. These differences include: rate of growth in imports; import to con-
sumption ratios; trade halances: duration of relief; injury vs. threat of market
disru‘pti’on criteria for relfef and product specific vs. comprehensive application
of relief.

Current items subject to import rellef under section 208 include speeclalty
steel, non rubher footwear, color televisions and citizens band radios. For the
period 1072-1978, the guantity of these Imports increased by the followipg
percentages: '

Specialty steel e
Nonrubber footwear
Color television sets
CB radios. e
During the same period the quantity of textile and apparel imports decreased
by 17.6 percent.
Imports as a percentage of domestic consumption in 1976 of these items are as
follows:

Percent
Specialty steel - e mccmcmm— e m e 18
Nonrubber fOOtwWear . e ecccccmmcm——— e 40
Color television set8_ e 36.9
CB radlo8. o m et e 89

At the same time the ratio of !mports to apparent domestic consumption of
textiles and apparel is approximately 11 percent.

Mr. Chairman, {t is often asserted that textile and apparel imports harve in-
creased. As I indicated earlier, this is not so compared to 1972. Even ATMI in
its estimate for 1978 projects imports {n 1978 at lower levels than 1972—six years
ago. It is also often asserted that hundreds of thousands of jobs have been lost
by textile imports. Actually, since 1868, employment has declined by 76,400 and
in 1978 has actually increased some 12,000 over 1977. And, the mill sector has
enjoyed a surplus balance of trade for the last four years.

But import figures are debatable, and seldom convince anyone. More to the
point is the question as to whether the Government is responding to the legitimate
requests of the industry. The Amerlican textile industry bas, thanks to the Carter
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Administration, more bilateral import restraint than heretofore, a renewed MFA,
the offer of only very modest tariff reductions, and a commitment to help assure
the long term health and viability of the industry. It is unreasonable for this
industry to ask for still further protection, for an exclusion from the MTN which
2o other industry sector has, or has 8o vigorously sought.

In comparing textiles and apparel with other mandatory exceptions, it also
should be noted that producers of items granted relief under other provisions
of the Trade Act can expect that this relief will be temporary, to be used as an
aid to adjustment to competition, whereas the textile industry has enjoyed pro-
tection for 16 years, The most recently renewed MX'A is under study already tor
another renewal when it expires in three-and-one-half years, and the major
bilaterals just renegotiated have flve year terms beginning January 1, 1978. We
expect these bilaterals will continue after then.

Further, producers of other excepted ftems have had to show that imports
were a substantial cause of serious injury or the threat thereof; the M¥A and
bilaterals under it are based only on the less-onerous test of market disruption or
the threat thereof. Finally, the other statutory exceptions are product-specific
in nature, while 8, 2920 would exempt an entire industrial sector.

As a result of these significant differences, the Administration does not believe
that textile and apparel items should be added to the list of mandatory exemp-
tions. We support the view of the drafters of the Trade Act that decisions regard-
ing textile tariffs, as well as other unspecified product tariffs, should be left to the
discretion of the President.

I would like to take this opportunity to record our overall strategy in the
MTN for tariffs affecting industrial products and show how textile tariffs fit into
that strategy. I believe it will indicate that the Administration has exercised its
discretion reasonably and prudently regarding textile and apparel tariffs.

The strategy behind our initial tariff offer was to encourage other countries to
make equally significant offers and thus begin the negotiation process at a mean-
ingtul level. We did this with the full expectation that there would be adjust-
ments downward in our offer if we did not receive reciprocity from our trading
partoers, which unfortunately to date we do not have. However, {f we had not
made a meaningful offer to begin with, our chances of gaining increased access
for U.S. products in forelgn' markets would have been made much more difficult.
An exemption for textiles and apparel could only encourage other countries to
take similar action, not only on textiles but also on many other items of export
interest to us, thus virtually nullifying the chances for a successful MTN.

Had the agreed Swiss formula for initial tariff offers been strictly applied to
textiles and apparel, the average tariff on these items would have been cut by
GO percent. The United States chose not to strictly apply that formula to textiles,
Under our initial offer, the average textile and apparel duty was reduced 25.5
percent, or less than half the called-for reduction. Assuming a ten-year phasing
in of the duty reduction, the average apparel duty would be reduced about one-
balf a percentage point per year. The average mill product or non-apparel item
would be reduced at less than 1 percentage point per year. This fall we will be
entering the final stages of the negotiations in which further downward adjust-
ment in our offer will be made. Due to the confidential nature of the negotiations,
I am not at liberty to discuss our contemplated adjustments in open session.

Mr. Chairman, the Administration has tabled a textile and apparel tarift offer
in full awareness of industry’s stated opposition but, equally, in full awareness
that a successful MTN will depend on each trading partner's ability to limit
to the absolute minimum the number of industry-wide exclusions or exceptions.
No other trading partner has refused to put textiles and apparel on the table,
and we have good reason to believe that had we refused to place textiles and
apparel on the MTN table, the chances for a successful MTN would be enormously
complicated. )

Further, Mr. Chairman, the textile and apparel offer we did table was ex-
tremely modest in comparison with othér industrial sectors. Textiles and apparel
account for approximately 109% of dutinble trade, yvet our initial offer in this
sector accounted for more than 50% of the total exceptions and less-than-formula
cnts for the entire industrial sector. Hence, in order for the U.8. to meet the
overall Swiss guideline on the tariff formula, we had to offer deeper cuts in other
industrial sectors to balance out the lower cuts for textiles and apparel.

This bill, if passed, Mr, Chairinan, would unleash similar demands from scores
of other industries. The chances for a successful MTN conclusion—a negotiation
being entered into as a result of the Trade Act passed by Congress—iould ob-
viously be serlously jeopardized. Our overriding national interest, as recognized



18
by Congress, is the overall liberalization of international trade—not just the-
liberalization of trade into the U.S. but the liberalization of trade from the U:S.
to other lands. We believe that our tariff offer fully balances the specific, legiti- -
mate needs of the domestic textile and apparel industry while meeting the overaii:
objectives of the Trade Act. '

Mr. Chairman, I would be pleased to take your questions, :

Senator Risicorr. We welcome you, Senator Hollings. You are the-
principal sponsor of S. 2920 and your smiling persistence is the main
cause of this hearing,

Senator Horrings. Well, your good understanding and your-
friendship and good leadership are responsible—yours and also the-
members of your committee, We are really honored, Mr, Chairman, .
and indebted to you and the membership of this committee, because we -
know the crunch of legislation and concerns before you, with tax re-
form and all of the other many measures, .

STATEMENT OF HON. ERNEST F. HOLLINGS, A U.8. SENATOR FROM
THE STATE OF SOUTH CAROLINA

‘Senator HoLrings. We know that you have heard us on the matter-
of textiles throughout the years, and we are fully aware that you, your-
self have sponsored, long before I came to the Congress, measures of -
this kind. é)enator Talmadge has been a Special Representative of the-
General Agreement 'l‘ariﬂg and Trade Negotiations in Geneva, and.
Senator Hansen has been a leader in this field.

So each of you are far morv familiar than I am, but I would like to-
try to bring just one perspective at this particular time. I apologizeé
for not being here at 9:30, because Senator Roth and I and Senator-
Moynihan, who is also a cosponsor, have another measure on the floor.

I would ask unanimous consent, if the committee please, that my-
prepared remarks be inserted in the record. .

Senator TaLmapce. Without objection, your entire statement will be:
included in the record. ‘

Senator Horrings. I will go to just a couple of things. ..

One, the basic industry, Mr. Chairman. When you were remarking-
upon the basic nature of this industry, I remembered, candidate Ken-
nedy wrote in August 1960 that this was a critical problem. We had
struck out before the Tariff Commission in June of that summer, and’.
John F. Kennedy, as a Senator, was struggling with the flow of jobs
overseas—manufacturing jobs in Massachusetts and New England and .
Connecticut, and the South. : o N

But that 1s not the way thin{;s are determined. We have to havea,
hearing and decide it is a critical problem. And so, when he was elected;.
we had a Cabinet committee appointed under the old OCDM—the
Office of Civil Defense Mobilization—to determine that textiles were-
important to our national security and they were being jeopardized
by the loss of jobs. It was also found that textiles were fundamental to-
the economy and security of the country. .

We had the Secretaries of State and Defense ; we had the Secretaries-
of Commerce and Labor; and we had the éecretary of Treasury,
Douglas Dillon. I remember we had sort of a sub-Cabinet committee
at the time. Hickman Price, an old colleague of the distinguished
chairman himself, Senator Long, and myself worked together, and we~
brought the witnesses. And we had not just a morning of hearings, but’
- we had weeks on end of hearings in February, March, and April.
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And, on May 7, 1961, President Kennedy announced his seven-point
textile program. He found what? He found it was basic. And we look
today and we find it is the largest manufacturing employer in this
counltry of ours. One out of every eight manufacturing jobs is in
textiles.

We found it, next to steel, second most important to our national
security. And we found that it was in jeopardy and that jobs were
flowing out—there was a hemorrhaging, an export of jobs, and not just
of textiles.

At the time that we met in the Fish Room at the White House, and
President Kennedy announced his seven-point program, I will never
forget how he was trying to describe this. He said look, “We have heen
losing jobs,” and he was giving all the statistical information, and he
said, “We right now this year would break even on imports and ex-

orts for the first time.” We have always had a balance of trade in
favor of textiles up until 1961, but he says if this trend continues, it is
projected as a result of these hearings that we will have a deficit of $200
million in the balance of trade in textiles alone, and he said we just
cannot take that in manufactured goods, and suffer that kind of an
injury. .

We)il, we look today and we have come down the road now to bring
everything into focus, and we find oil is not the principal villain in this
balance of trade. It is manufactured goods and other trade that is the-
major part of the deficit, :

nd we look at textiles alone and I think the deficit in 1976 was $2.6.
billion. By last year, Senator Hansen, it had grown to $3.4 billion, and
right here in the first 5 months of this year, we see a 76-percent in-
crease in the importation of textile goods over the last year. o

So, running at the present rate, it is going to be a $4.4 billion textile:
trade deficit. And it is projected in the economists reports of $5 billion.
Well, that is jobs. Those statistics can impress some, but what im-
- presses most is the fact that we have 375,000 textile workers in June of
this year who are either out of a job or underemployed.

Now, we have come down in unemployment, and President Carter
has made a magnificent record, creating, I think they say now, 4.3
million new jobs in America. R

But when we sit there on the Budget Committee, Senator Long. we:
try to say, now, wait a minute. The reason we are runing, this deficit is
that we are trying to give some incentive and stimulus to the economy;,.
and we had better continue with CETA and we had better continue
with public works, and we had better have a little over here in counter:
_ cyclical. And as we are trying to fill up the tub of unemployment, we:
have just to plug the thing up in textiles. It is flowing out faster than
we can fill it up at the Budget Committee. .

. We are intentionally trying to put on a deficit on the one hand, try-:
Ln;]z to get the jobs, and on the other hand, all we have to do is plug this
ole. o

When we went over to the Secretary of Commerce to help her plug:
the hole, we found that she could not éven answer the questions, and I-
say that most respectfully. ' T

- We said, look at the bilaterals and the lax enforcement. They said,.
well, how do you prove that? All we proved is that we are losing busi--
ness and jobs with every one of our bilaterals. We found that they did’
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not have the information in the Commerce Department over the many
Yyears to administer the bilateral agreements, and so now we are putting
m $3 million in the budget so they can buy & computer and we can do
like Britain and the European Economic Community and everyone
clse and come in and get that information, so we do not have to wait
for 6 months—by then the injury is so damaging that it is futile to try
to do anything. X . .

We are trying all of these gther things but, in the meantime, we
find other difficulties—and I am being most respectful and in ad-
miration, really, of my friend Ambassador Strauss. I love his per-
sonality, his character, and his talent, but 1 do not like his approach,
his attitude, and his treatment of textiles. . ) .

There is not any question about it, he is taking this on as just—oh,
like the old woman who lived in the shoe, I have so many troubles I
do not. know what to do, and this is just another one. If I can just
pull Hollings along, pat him down and tell him I am going to look
out for him, and if I can take care of Morris Bryan down there in
Jefferson, GGa., and take care of the other good Democrats, and let the
rest of the Republican textile people just suffer, that is enough.

That is exactly what we have been getting.

When we tell him, on the one hand, how serious it is, he says, “I
am looking, I am working, I am looking.” He says it really does not
have any significance. But then when we put it on the table, it has all
the significance in the world. It will destroy the trade negotiations.

The truth of the matter is that what we are asking for is what the
Congress has already found and, just in the slip, did not provide in
the Trade Act of 1974, We said there that when injury had been found
under section 203, there is entitlement to escape clause relief under the
export laws. As a result, we then eliminate them from any tariff cut
rounds in negotiations.

So, color TV, footwear, CB radios, and specialty steel are not on
the table in Geneva by congressional determination. Qur only trouble
was we did not wait until 1974 in textiles; we started in 1961, a decade
ahead of that.

And there was not any Trade Act, obviously, in 1961. There was
the Agricultural Act of 1956, under section 204, that we found injury
and were entitled to the special treatment.

So we are simply saying in S. 2920 give us what has already been
found and is really becoming worse and worse, and do not give us
this conversation that I just heard a moment ago abont how we have
to be more aggressive in marketing and salesmanship. T heard that
malarkey 16 and 17 vears ago. Tt is like taking & man with a broken
leg and saying, “Milk is good for the bone structure. It has caleinm
in it, and all you need do is drink milk and it will help your bone.”
We have a broken leg. We have to set this thing. We need emergency
treatment to get it fixed. before we start running around looking for
a anart of milk, or this nonsense ahout salesmanship.

You cannot tell me American businessmen are not aggressive. Some ~
of them might have gotten fat, but they are struggling, and they are
competing. And the only way they can compete—I want to tell you
(}Iloyv competitive they are—is move to Japan. That is what they ‘are

oing. .
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I got a Christmas present. It was a handkerchief from the Philip-
ines. I called up my textile friends and said. “My gosh, you moved”—
10 said, “Do not say anything to anybody.” He said they do not know
I am over there. Hide that handkerchief. They have gone to Indonesia.
They are competitive. I know how competitive they are. I am losing
them. I am losing them right and left.

We are going broke. Another mill in Greenville, S.C., closed last
week. They are closing down right and left. We are going out of busi-
ness. It is at the rate of $4.4 billion, Mr. Chairman. It is going to go
to $5 billion, and I do not know what we have to do to get it off the
table there and do not give us the political treatment about how we
are going to be nice with you and we are going to look out for you.
Il ]do not xﬁant to be looked out for. I want to be excluded from Geneva.
That is all.

Senator Rmicorr. I am going to exclude myself from asking you
questions because we have a very long witness list and we are going to
be pretty busy on the floor, and I do not know whether we are going
to have an opportunity for additional hearings and I have some very
distinguished gentlemen who should be heard today.

Senator Long, do you have any questions?

Senator Loxe. I just want to get one little word in here, and that
is that this year we may have a $40 billion trade deficit. We are not
talking about millions—a $40 billion deficit. Nobody is going to take
our paper money after awhile because they will wonder about our
ability or our sincerity about making it good.

Now, we are not going to let those people buy the whole United
States. They are bringing money in here to invest it in just anything
that looks like it might maintain its value for awhile. They are paying,
in some parts of the country, big prices for farmland and other things.
You are familiar with some of that,

. But we are not going to turn the United States over to them to
redeem that paper. We are not going to give our country away.

Before we do that kind of thing, we will have to do like the French
did and just make the currency good by moving the decimal point over.
They made 100 old francs equal to 1 new franc.

France did that, Senator, so now you do not have to carry as many
francs around. You can keep up with the numerals on the currency.

But as long as countries want to do business—everybody is calling
on us. The Japanese want us to buy less energy. And then somebody
else wants us to buy less Japanese commodities. Everybody wants to
balance our accounts by cutting down with the other guy, but for
their account, they want us to buy more, So that the only way we will
ever get this thing under control at some point is to say, look, I cannot
do business with you.

Wo are not going to negotiate away our deficit because, as far as
every one of these countries is concerned, that has a surplus in trading
with us, our deficit is their profit. They are not going to voluntarily
give it away. You are just kidding yourself to think you are going to,
get anywhere with this bad situation while you are doing all of that.

So 1f we are going to have to do something to keep the United
States solvent with our balance of payments, we will have to move
into some of these areas where we are importing things.



22

If I had my way, we would produce a great deal more energy, but
vou would not balance it even if you were producing all your energy.
You would still have about a $20 billion deficit. i

. And we cannot produce that much energy in the short run. It will
take time, That wii‘l) take years,

So if you are going to try to keep your nose above the water and to

“reduce tf;is deficit, you are going to have to do it in some of these areas
where you can produce something, and that is, of course, one of the
areas that you are speaking for here. ..

Senator Horrings. That is right, Senator, and I appreciate it. I
know the New York Times reported on July 5 that from January
through May, the United States bought $19.1 billion in machinery and
transport equipment from overseas, and $18.2 billion in manufactured
goods. Energy came in third, at $15.9 billion. The first two categories
are more than double the petroleum deficit. The figures updated
through June are, respectively, $23.3 billion for machinery and trans-
port, $22.1 billion for manufactured, and $20.6 billion for fuel.

Senator RiBicorr. Senator Hansen

Senator Haxsex. Mr. Chairman, I am a cosponsor of Senator
Hollings’ bill and I want to compliment him on his stategent. I have
long been concerned about the textile and the apparel import problem,
not. only on its merits, but because of the importance of the textile
{gl'dustl"y of this country to the many woolgrowers in my own State of

yoming.

Wool production, as reaently as 1977, provided the livelihood for

“more than 6,000 persons in Wyoming and their families and the people
wh? arle dependent on them to purchase supplies, equipment, feed, and
so forth.

Now I also recognize the imgortance of the textile apparel complex
to the economy of the United States as the largest single employer in
manufacturing. .

I also want to compliment you, Senator Hollings, on another point
you made, and that is that while these changes that are being proposed
in the textile and apparel tariffs would be catastrophic, the fact is
that this industry is already in deep trouble.

Thank you for a very excellent statement.

Senator Horrixgs. Thank you very much.

[The prepared statement of Senator Hollings follows:]

STATEMENT oF SENATOR HoLLINGS

. I appreciate the opportunity which the Subcommittee has accorded me to
appear this morning to tell the Committee why I introduced S. 29020, why 32
Senators have already joined as co-sponsors, and why I think this is urgently
needed legislation. I know the current legislative session is getting late. I know
we have a full calendar before we adjourn. But I also know that unless action
is taken to pass this bill, together with the House, we, as members of the Congress,
will be permitting irreparable barm to be done to 2.8 million textile and apparel

“workers located throughout the length and breadth of this country.

I‘introduced this bill and many of my colleagues have co-sponsored it with me
because of the fact that the Administration Is rushing headlong in Geneva to

-cut tariffs on textile and apparel products to the point where the future of this
industry will be in real jeopardy. You will hear this morning from representa-

“tives of 15 industry and labor organizations in support of this legislation. They
will be able to tell you first-hand of the problems they see arising out of the

-contemplated tariff cuts in Geneva. They will tell you of their efforts to try.to
persuade the Administration not to impose this terrible burden on the workers
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~and firms in this fndustry. I ask you to listen to them carefully and take heed,
‘because this may be our last opportunity to prevent a terrible wrong from taking
lace.
P The situation thus far in 1978 is a good indication of what more will happen
if tariffs are cut. What has occurred thus far in 1978 has taken place even before
- & single tariff on textiles and apparel has been cut in Geneva. In the first six
months of 1978, the textile and apparel trade deficit was 70 percent above the
-defleit for the first five months of 1977. It i8 running now at an annual rate of
4.4 billion, $1 Dbilllon higher than last year. According to the Wall Street
Journal, the U.S. textile trade negotiator said last week in the Far East that he
estimates the textile and apparel trade deficit this year will reach the astro-
nomical figure of $3 billion.

In the first five months of this year, apparel imports increased 25 percent
. above the level of a year ago. Fabric imports were up 35 percent. Yarn imports
were up 25 percent, These are staggering figures. They tell us what is in store
for this industry if the Administration goes ahead with its plans to cut the
tariffs on textiles and apparel in Geneva,

There are almost 215 niillion workers in this industry. They work in 29,000
plants throughout the country. Yes, we have a large concentration of these
plants and these jobs in my state. They are the hackbone of our economy. But
let us not forget that apparel and textile plants are located in every state in the
Unlon, and that metropolitan areas of the Northeast, which can ill afford more
nnemployed, also have major concentrations of these plants. Over a quarter of
the workers in thix industry are minorities: blacks and bispanics. Almost two-
thirds are women. The industry employs people who may not be able to get jobs
easily fn other industries. Where would the 330,000 cotton farmers and the
100,000 wool growers of our country be without the textile and apparel industry?
Kad to say, import levels today have displaced 400,000 American jobs. Still, the
textile and apparel complex is the largest employer of manufacturing labor in the
United States. It accounts for one of every eight manufacturing jobs. This
industry, clearly, is the linchpin of a large part of this country’s economic growth
and health. 8, 2920 will help keep it that way. .

Iet me tell you what S. 2020 does and what it does not do. This bill corrects
what I consider to be a major oversight in the drafting of the Trade Act of 1974.

“That legislation correctly exempts industries receiving import relief under the
“‘egcape clause” from tariff cuts in the trade negotiations authorized by the Act.
We know that only five industries out of 31 to date which have gone through the
“‘escape clause” procedure have received import rellef. These are footwear,
- specialty steel. color TV's, CB radios, and ceramic tableware. '

These industries generally have gotten thelr import rellef in the form of
orderly marketing agreements. What is an orderly marketing agreement? It s
synonymous with the government-to-government bilateral agreements that exist
-on textiles and apparel under the Multifiber Arrangement( MFW). There are 18
such textile and apparel bhilateral agreements or, as they say in the Trade Act,
orderly marketing agreeements, Yet, the textile and apparel industry which has
the same form of import relief, only through a different statute, Section 204 of
the Agricultural Act of 1056, isn't automatically exempted from tariff cuts while
.the nther industries are exempted. In this fair? Certalnly not, It is neither fair
to the workers and firms of the textile and apparel fndustry, nor is it fair and
equitable trade policy. 8. 2920 wounld correct this situation by providing for the

-exemption of textiles and apparel from tariff cuts just the way any industry
which recelves import relief under the “escape cause” is exempted. Let me em-
phasize, too, that S. 2020 is confined to textile and apparel products, It includes
‘nothing else.

The theory behind the exemption for the industries receiving import relief
“under the “escape clause” is certainly sound. If an industry has been hurt so
‘badly by imports, it does not make sense to compound that harm or to offset the
import rellef it has won by lowering tariffs and encouraging more imvports of
these products into the United States. So the theory is sound, but it should apply
“to a1l industries receiving import relief, not only to those receiving Import rellef
under the “escape clause,”

. Mr. Chairman. since the Second World War, the United States has been on a
“binge. We have exported our jobs, our dollars, our technology. We have exported
our economic preeminence, and we have been without a realistic trade policy for
longer than T can remember. Here I8 an indnstry declared by the Defense Depart-'
-ment to be the second-most important to our nationa! defense—coming only after
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steel. And yet we allow plants to close, jobs to disappear, and we have opened
the flovdgates to a suftocating tide of foreigu imports. And now, Mr. Chalrmau,
comes the Administration with proposals for cutting tariffs! It is enough to make
& mind boggle!

Our American textile industry can be completely competitive in a fair trade
environment. It has modernized its facilities; its plant and equipment enable it
to hold its own—if we don't completely stack the deck in favor of other countries.
And that is what we have unfortunately been doing. To bLe free, trade needs also-
to be fair. But when foreign governments underwrite and subsidize and in dozeus
of ways support their own home textile industries, then we must ask where the
equity is. And when we are talking about low-wage countries to boot—with the
Korean textile worker receiving hourly compensation of 55¢ while our textile
worker gets $4.53—the situation becomes juxt about impossible. There are those
who call it free trade. But all it boils down to is a head-in-the-sands economic
policy whereby we give the freedom and others get the trade.

Let's head down the right road for a change. It makes no sense to spend bil-
lions to create jobs and theu turn right around and pursue a trade policy that
eliminates them faster than they can be created. No one else in this world ix
going to look after America's well-being. It's our job to do. We still have the
chance, late in the day though it is. But if we keep going down the dangerous
road of give-away and of cave-in to the one-sided trade policies of our competi-
tors, then we court peril for our nation. And I say this not to be dramatic, but to
express my very genuine concern. We pay all too little heed to our trade situation.
We have proposals and initiatives and bills for just about every conceivable
approach to cure our country's ills—but where is our trade policy, where are
the policies to develop exports, where Is the willingness to nse some plain business
sense to put in place the kind of realistic trade policy which America must have
if it is to remain competitive and prosperous?

I ask the Subcommittee not to allow the textile and apparel industry to be the
sacrificial lammh of the Administratfon in Geneva. I ask you not to allow this
industry to be placed s» much in jeopardy that the jobs of its workers and tke
future of the firms in the industry will be in serious doubt, I urge my colleagues
on the Subcommittee to report S. 2020 favorably. I ask you to help me work for
its passage before this Congress adjourns. I ask this of you in the name of fair-
ness and equity. I ask this of you for the 214 million workers whose future liveli-
hoods depend upon what you do.

Senator ITaxsex. May T ask unanimous consent that a statement by
Philip Farrell on behalf of the National Woolgrowers’ Association be-
fore this subcommittee be inserted in the record?

Senator Risicorr. Without objection.

Senator Hansex. Thank von, Mr. Chairman.

[The material referred to follows:]

STATEMENT OF PHILLIP FARRELL, ON BEHALF OF THE NATIONAL WooOL
GROWERS ASSOCIATION

I am Phillip Farrell. I Hve in Madras. Oregon, where my two sons and I have
u diversified but very intensive operation, on which sheep play an important
role on our family farm.

My statement is submitted on hehalf of the National Wool Growers Assocla-
tion of which I am Chairman. The Assoclation represents the 100,000 producers
of raw wool in the United States.

We greatly appreciate this opportunity to testify in favor of Senator Hollings'
hill, K, 2920, which would amend the Trade Act of 1974 to exclude textile and
apparel products from consideration for tariff reductions in the Multilateral
Trade Negotiations. We are pleased to note that this legislation is co-sponsored
by 31 Senators representing widespread geographieal support.

Wool is grown in all states of the Union, principally in Texas. California, the
Rocky Mountain states and certain mid-westein states, where its production is
vital to the economies of these states.

We fully support testimony presented to the Subcommittee by the Northern
Textile Association, the American Textile Manufacturers Institute, and other
textile and apparel organizations.

The wool manufacturing industry in this country provides the only market
for domestically-produced raw wool. Therefore, the welfare of the domestie wool
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textile industry is directly related to the welfare of our wool-growing industry.
We strongly believe that further injury to the U.S. wool textile industry must be
prevented. It is clear that a reduction in existing tariff levels on imported wool
textiles and products will further damage an industry long characterized by
beavy import penetration and by imports rising at the most rapid rate of any
rector within the textile industry.

Statements submitted to this Committee have outlined {n detail the long period
of decline in the wool sector of the U.S. textile industry which began in the
1950's, 1 will not repeat these statistics here except to reemphasize that in
human terms this decline has meant the loss of 34.600 jobs since 1958 in the
broad woven textile mills alone. These are jobs provided by mills usually located
in rural communities where the mill often constitutes the principal source of
<mployment.

The serious nature of the wool import problem was recognized during the
Kennedy Round when tariffs were not reduced on imported wool textiles and
products. Despite the maintenance of those tariffs, import penetration of the
woel textile market—t.e. woven wool cloth and apparel—has risen from 12%
in 1962 to 379 last year. Thix is a situation which should not be tolerated.

¥t i¥ important to note that Congressional enactmment and extension of the
National Wool Act of 1954 is based on the premise that the production of raw
woul in this country is essential to national security. It is clear that the value
of raw wool to our security will be meaningless unless this country maintains a
capability to manufacture wool into useful textile products,

Under these circumstances, a reduction of existing tariffs would le uncon-
+cionable. We agree with Nenator Hollings' observations that it is inconsistency
of the worst kind to accord relief to textile goods under Section 204 of the
Agriculture Act while, at the same time, undermining relief by cutting tariffs.
Senator Hollings’ bill, S. 2920, simply recognizes that textiles and apparel
#hould be placed on an equal basis with other endangered products such as shoes,
television sets, and stainlexs steel. We urge the subcommittee to act favorably
and expeditiously on this vital legislation. .

I would like to thank the committee for this opportunity to present our views.

Senator Risicorr. Qur next witness will be Senator Strom
Thurmond. .

Senator Thurmond ?

Senator TuurMonn. Thank you very much, Mr. Chairman.

STATEMENRT OF HON. STROM THURMOND, A U.S. SENATOR FROM
THE STATE OF SOUTH CAROLINA

Senator Trrrmoxn, Mr. Chairman and distinguished members of
the committee, I am pleased to have this opportunity to appear before
the Subcommittee on International Trade of the Committee on Fi-
nance in support of S, 2920,

_This bill amends section 127(b) of the Trade Act of 1974 to pro-
hibit the reduction or elimination in trade negotiations of duties or
Import restrictions on certain imported textiles or textile products, I
am a cosponsor of this legislation and I feel immediate action is
Imperative, .

_ I want to repeat—I sincerely feel that impuediate action is impera-
tive to protect the textile and apparel industries from the growing on-
slaught of imports.

The textile and apparel industries are the oldest and largest manu-
facturing concern in the United States. They are. vitally important to
the economic health of our Nation. Deelared by the Department of
Defense to be the second most important, behind steel, to our national
defense, the textile and apparel industries provide one out of every
«<ight manufacturing jobs.
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The textile industry employs nearly 1 million people. Another 11}
million Americans work in apparel manufacturing. When all allied
industries are included—manmade fiber, raw cotton and wool produc-
tion, transportation, machinery and chemical manufacturing—nearly
3 million people rely on the fiber, textile, and apparel industries for-
employment.

Historically, the growth rate of the textile industry has been 4.5
percent annually. Iiconomists predict that the industry will continué:
to grow until the year 2000 but will slow to about 3 percent annually.
However, under the current multifiber agreement—MFA—textile-
and apparel imports into the United States are permitted to increase -
at a rate of 6 percent annually. .

Presently, some 18 of the U.S. textile industry’s bilateral trade pacts
with other nations will expire this year, including those of the 4 largest
exporters to the United States: Honk Kong, Taiwan, Japan, and South
Korea. The industry is pressing for greater protection under the bi-
laterals, while the Carter administration is pushing for a 60-percent
cut in tariffs over the next 8 years. ‘

According to economic forecasters, if tariffs should be cut in half, we'
can expect a loss of some 500,000 U.S. textile and apparel jobs by 1990,

Additionally, the “ripple effect’ of lost jobs in supplier industries;.
such as fibers, and less spending by those out of work, could mean more -
than 2 million jobs—I repeat, 2 million jobs—by 1990. N

As you can see, Mr. Chairman, a tariff reduction of this magnitude -
holds serious implications to those employed in the textile and apparel
industry, not to speak of other related industries.

On two occasions last year, I wrote President Carter: Once urging -
that the import growth rate be held to a rate no greater than the do-
mestic industry growth rate; and second, to urge that tariffs not be cut.

The administration responded that the purpose of the tariff reduc-
tions are to increase competition and lower consumer prices. However,
a recent Library of Congress study has shown that markups on import
goods appear to be higher than on domestic products. In other words.
the consumer does not necessarily get a lower price because of increased
competition.

I think this was clearly brought out in the joint labor/industry press
conference on textile imports held on June 29, 1978,

Mr. Chairman, it is the high and rising volume of textile imports
with the resulting trade deficit, that is a primary cause of inflation.
In the first quarter of this year, the overall trade deficit was $12.2 bil-
lion. The textile apparel trade deficit, which, in 1977 was $3.4 billion, .
is now running at an annual rate of $4.4 billion. We simply cannot
bring inflation under control and stop the erosion of the dollar, if the -
United States continues to follow, in Geneva, trade policies of tarifl
reductions. .

Mr. Chairman, I urge the subcommittee to act quickly on this needed
legislation, S. 2920. We cannot continue to lose American textile and
apparel jobs to imports, while giving no benefit to-the American con-
sumer. We.must have a textile and apparel trade policy that works to -
reduce the trade deficit and strengthen the U.S. dollar.

We must act on &, 2920 during this Congress. '

Mr. Chairman, in closing, I want to say that this is my 24th year in
the United States Senate. Since I have been here, I have seen many
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changes take place in our country. But I want to tell you, textile and
apparel imports have been a continuous problem. o )

1 remember we have worked under the Eisenhower administration
with this problem ; we have worked under the Kennedy administration;
we have worked under the Johnson administration; we have worked
under the Nixon and Ford administrations; now we are working under
the Carter administration.. :

Soimneone somewhere—and I would like to know who it is—does not
seem to realize that the American textile and apparel industry must be
protected. I do not know whether it is in the State Department—sonie
say it is—or in some other place. But sonreone somewhere is not looking
out for Amnerican interests, I hope this committee can put their finger
on that point and eliminate the trouble. S

In 1958, I was a member of the Subcommittee on Textiles of the:
Commerce Committee. It was chaired by Senator Pastore at that time.

The subcommittee traveled to New England and held hearings-in
New York, New Hampshire, and in the distinguished chairman’s
home State of Connecticut. We traveled down South and held hearings
in North Carolina and South Carolina. Finally, we came back to
Washington and held still more hearings. At that time, we found
that mill after mill was closing due to imports.

The same situation is beginning to occur again. .

As Senator Hollings stated, last week in my State, Mills Mill of
Greenville closed. We are going to see one after the other close. What
are we going to do with these people ?

Are we going to let the foreign interests take over this country and
destroy the jobs of the people in this country? Or, are we going to
stand up for the people of this country first? '

Why do we let goods from other countries come into the United
States in mass style and take over our markets and our jobs? It only
results in having to provide more welfare and unemployment benefits
at the taxpayers’ expense.

T think that we must first take care of American interests. I think
that we must first take care of the American people. If this means
stopping goods from coming into the United States, that is what
should be done.

I think a good point was made a few moments ago by someone ask-
ing the question: Are foreign countries taking American goods, or just
sending their goods to us? Why should we continue to allow their
goods to come in, flood the markets, and destroy the jobs of our people ?

Now, Mr. Chairman, I think the time has come for action I think it
is imperative that we take action now—not next year, but now. Other-
wise, we are going to see hundreds of thousands of jobs destroyed in
the textile and apparel industries.

This not only means just the jobs in the textile manufacturing
plants. It means in the sewing plants. It means in the apparel indus-
tries of all kinds.

Many women are now working in these plants. In fact, there are now
more women than men in the sewing and apparel industries. All of
these people are going to be affected. L

I sincerely hope that this committee will give this bill favorable
action. I have been amazed at the influence of the State Department in
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the past in showing more interest in trying to placate foreign countries
than trying to take care of the people back home, I think America
must be placed first, and I hope the committee will do this.

Thank you very much.

Senator Risrcorr. Thank you, Senator Thurmond.

Next we will have a panel consisting of Mr. William Klopman, Mr.
S!.ackelford, Mr. Hoffman, and Mr. Shapiro.

Gentlemen, you may proceed as you will.

STATEMENT OF DUKE SHACKELFORD, ADVISER, NATIONAL
COTTON COUNCIL

Mr. SuackeLrorp. Mr, Chairman, I am Duke Shackelford. I am a
cotton farmer and ginner from Bonita, La., and I am a member and
wddvisor to the National Cotton Council, on whose behalf I am here
today.

The council has joined the other organizations here today in support
of S. 2920 because we know the future of the cotton industry in the
United States is tied to our domestic market. All the cotton, or typi-
cally all the cotton consumed by the domestic mills is homegrown cot-
ton. OQur exports are important to us, and we could not cfo without
them, but when our cotton is exported and when we import textiles
from the same countries to which we export our cotton, we do not know
what percentage of the textile imports into this country are manufac-
tured from American cotton, because these countries import cotton
from many other countries besides the United States.

I had a piece of information handed to me yesterday, that durin%
the first 6 months of 1978, the cotton content of the textile and appare
imports jumped 33 percent from 1977 and was the equal to an annual
rate of 1,8 million bales of cotton.

Now, I am no expert on foreign trade, but I know what 1.8 million
bales is, Senator Long. That is equal to over three times the annual
production of the State of Louisiana, and it is more than the produc-
tion of most other States in our country.

We are interested in not being negotiated out of business, There are
some who have said that with the multifiber arrangement in place,
there is no need for concern about textile and apparel imports and no
need for concern about tariffs.

We feel like tariff cuts are kind of like being born ugly—they are
with you for the rest of your life. You do not get away from them.

But we would like to emphasize to you that we think what is at
stake here is of major importance, not just to the textile mills and
apparel factories of our country but to the entire cotton industry, be-

nning with the cotton farmer, those who supply his machinery, chem-
1cals, money, labor,and many other supplies,

We feel like it is necessary that S, 2920 be enacted. We consider that
it would protect our markets, protect American jobs, and give stability
to American agriculture,

Mr. Kropman, Mr. Chairman, if it is satisfactory to you, we would
like to go through our four presentations.

Senator Risrcorr. Please proceed.
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STATEMENT OF WILLIAM A. KLOPMAN, CHAIRMAN, INTER-
NATIONAL TRADE COMMITTEE, AMERICAN TEXTILE MANU-
FACTURERS INSTITUTE AND CHAIRMAN AND CHIEF EXECUTIVE
OFFICER, BURLINGTON INDUSTRIES, INC.

Mr. Kropman. I am William Klopman, chairman of the board of
Burlington Industries and chairman of the International Trade Com-
mittee of the American Textile Manufacturers Institute. We have filed
for the record a detailed statement of 15 fiber, textile, and apfparel in-
dustry associations and labor unions with a strong support of S. 2920.

The four of us right here, of course, will briefly summarize the key
points in the statement. We appreciate the opportunity to appear here
today to present our views on this critical piece of legislation. We are
here because our appeals to the administration to be exempted from
tariff cuts have fallen on deaf ears.

Textiles and apparel are a national industry of 29,000 plants located
in rural and urban areas of every State in the Union, We are the largest
manufacturing employers of labor in America. Of our 2.5 million
workers, 65 percent are women and 23 percent are minorities, precisely
those Americans who may need the most assistance in today’s economy.

Our suppliers are the hundreds of thousands of American cotton
farmers. woolgrowers, fiber producers, and countless other manufac-
tuvers small and large of virtually every product made in this country.
Whole communities are dependent upon the health of our industry and,
in short, as we fare, so will a very large part of the American economy.

I am here to tell you that imports have been devastating to our in-
dustry—contrary to what Mike Smith said. In the past decade, they
have doubled in size and increased their share of the U.S. market by
50 percent. During the first 6 months of 1978, textile and apparel
imgorts were up 28 percent and probably now hold 24 percent of the
U.S, apparel-related textile market.

This growth is appearing under the new MFA agreements which
are supposed to restrain imports to a 6-percent rate of annual increase.

The textile-apparel trade deficit in 1977 was $3.4 billion. It was 70
percent ahead of last year in the first 6 months of 1978,

According to the Wall Street Journal, the chief textile negotiator,
whom you recently heard, Mr. Michael Smith, has estimated that the
1978 deficit could reach $5 billion.

What has this import growth meant to our industry ¢ The average
for the 7 months ending July 1978, shows 346,000 textile and apparel
workers were out of work, or on short time, as a result of this deluge,
all before a single tariff was cut in Geneva.

Data Resources, Inc., has projected that the U.S. apparel market
will grow at no more than 1.5 percent a year through 1985 but imports
are projected to grow at a rate of about 8 percent per year. This sug-
costs that we will have a direct loss in the industry of 400,000 jobs
through 1985, even before any tariff cut. But the ripple effect of losses
elsewhere in the economy, the number becomes even more staggering—
1.4 million.

If tariffs are cut in half, DRI forecasts an additional 200,000 iobs
lost in the industry with a total loss in the United States, including
the ripple effect, of some 2.2. million.

34-870—78——3
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This, in and of itself, is inflationary and should be unacceptable to
Congress and the administration and the American people. The com-
mittee should not be misled by the administration’s claims that only
small tariff cuts will be made on textiles and apparel, An offer to cut
these tariffs by 1 or 2 percentage points per f'ear for 10 years means
cuts of 40 to 60 percent from present tariff levels. . .

The Trade Act of 1974 exempts from tariff cuts industries receiving
“escape clause” import relief—and these now include specialty stgeﬁ
footwear, color TV’s, and CB radios. The first three of these have im-
port controls in the form of orderly marketing agreements. The textile-
apparel multifiber arrangement is similar in nature but comes under
section 204 of the Agricultural Act of 1956.

We submit that our industry, therefore, should have the same treat-
ment in Geneva : exemption. Enactment of S. 2929 will accomplish this.
We urge the committee to report it out favorably.

STATEMENT OF HERBERT S. HOFFMAN, PRESIDENT, M. HOFFMAN
& CO.,, INC. AND SECRETARY, AMERICAN APPAREL MANUFAC-

TURERS ASSOCIATION

Mr. HorraraN. I am Herbert S. Hoffman, president of H. Hoffman
& Co., Inc., and secretary of the American Apparel Manufacturers
Association. The AAMA represents manufacturers of all kinds of
apparel, having an aggregate annual sales volume of approximately
$20 billion, or 65 percent of the entire sales volume of the U.S. ap-
parel industry. Apparel is the critical element in the industrial net-
work consisting of fibers, textiles, and apparel, the largest manufactur-
in% complex in the Nation.

should like to sumimarize several key points in the joint statement
of the 15 industry associations and labor unions which has been filed
with the committee.

One: The fiber, textile and apparel sectors of the industry are in-
separable. It has been suggesteg that the different sectors of our in-
dustry should be treated differently. We believe that this approach
ignores the basic inseparability of the three sectors. A job lost to im-
ports in the apparel sector is reflected in a job lost in the textile sector
which in turn is reflected in the jobs lost in the fiber sector.

The U.S, textile industry cannot exist without a viable apparel in-
dustry, which is its major customer by far. Conversely, a viable do-
mestic textile industry is essential to a healthy domestic apparel in-
dustry which otherwise would be at the mercy of foreign textile
suppliers.

Ve fear that the tariff cuts contemplated on Geneva will have such
devastating effects on our industry that the United States could once
again find itself faced with an OPEC-type situation such as has
plagued us with regard to oil imports. The apparel industry does not
want to be dependent on foreign sources for its yarn and fabrics. At
the same time, if the domestic apparel industry goes under, the do-
mestic textile industry cannot survive.

We are inseparable economically. Neither fiber nor textile nor ap-
parel tariffs should be cut.

Two: The impact of low-cost imports has been particularly serious
with regard to apparel jobs.
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Since 1969, imports have claimed over 100,000 apparel jobs. From a
high point of 1,409,000 workers in 1969, apparel employment fell to
1,293,000 in April of this year. The men’s and hoys’ tailored clothing
industry alone has lost 43,000 jobs in the last 10 years, a third of its
labor force. These declines are particularly dislocating for apparel
worlers because so many are located either in rural or in metropolitan
areas where alternative jobs are just not available. Some 80 percent of
the workers in our industry are women who do not have the flexibility
to move to new employment opportunities. .

Three: The increased imports of the post-Kennedy round period
will surely be repeated if textile and apparel tariffs are cut in the
multi trade negotiatinns.

Between 1967, the year in which the Kennedy round was completed,
and 1972, the final year in which tariff cuts were phased in, textile and
apparel imports increased by 140 percent from 2.6 to 6.2 billion square
vard equivalents. During this period, the annual growth of imports
was three times as fast as the growth of the domestic market.

We fully anticipate that if the administration goes ahead with its
plans to cut tariffs on textiles and apparel in Geneva, we will have a
repeat, of what happened after the Kennedy Round. The distress to the
textile and apparel industry will be so substantial that the economy
as a whole could well suffer.

Four, there will be no consumer gains from tariff cats. It has been
suggested that the consumer will gain if textile and apparel tariffs are
cut. We believe there is ample evidence to disprove this allegation.

A study by the Library of Congress on the actual price effects to
consumers of lower-priced imports provided some evidence of what
we in the industry have known for a long time—that, on the consnmer
level, there is little net price benefit resulting from imports. In hesr-
ings last month before the Ways and Means Committee, Subcom:nit tce
on Trade, a spokesman for the American Retail Federation acknowl-
edged that in the event of tariff reductions on textile and apparel
%tem]s there would be no resulting price reduction at the consumer

evel.

What we have found is that retailers take higher markups on im-
ported goods than on domestically produced goods. This is why they
are attached to imports.

We believe sincerely that if S. 2920 is enacted, it will not have an
inflationary impact of any kind. This bill is not designed to add any-
thing to the cost of goods, but rather to maintain the status quo.
Furthermore, it is obvious that even without tariff reductions there are
very large and increasing quantities of imports of textile and apparel
products.

This bill will certainly have no limiting influence on either the in-
tense competition from imports or the wide ranges of styles, quantities,
and prices of imports which already exist today.

Five, S. 20920 sets no precedent for other industries to be exempt
from tariff cuts. This legislation is clearly limited to textiles and ap-
parel. No other industry has import relief today under section 204 of
the Agricultural Act of 1956. All that the bill provides for is to add
to the statutory basi. for exemgting industries receiving import relief
from tariff cuts in Geneva, those industries receiving relief under
section 204 of the Agricultural Act of 1956.
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STATEMENT OF IRVING SHAPIRO, CHAIRMAN OF THE BOARD, THE
DU PONT CO., REPRESENTIRG THE MAN-MADE FIBER PRODUCERS
ASSOCIATION

Mr. Suariro. Senator Ribicoff, Senator Long, Senator Byrd, Sen-
ator Roth, Senator Hansen, my name is Irving Shapiro. I work with
the Du Pont Co. We produce manmade fibers that people consumed in
manufacturing their products.

As I sat here this morning listening to the prior testimony and to the
questions of the subcommittee, it seemed to me quite obvious that the
members of the subcommittee know the facts. There is not any need
for us to beat on you with all the numbers. You had long statements.
We all have prepared statements.

But the fact is that if you sit back and ask yourself what this is all
about, it is a simple proposition. There is not any basic dispute about
the basic facts—we can argue about fringe numbers, but the basic
facts are there.

The basic facts are that the deficit is increasing year by year. All
three segments of our industry are in a degree of financial distress be-
cause of that fact. This is so, even though there are 18 bilateral agree-
ments. It is so even though we have the current tariff structure.

And so the question, it seems to me, very simply has to be, given
the degree of pain that we already have, why should tariffs be cut to
create additional pain?

Now, as I asked myself that question and tried to be objective, the
only answer I get is that there must be an overriding national purpose
to justify destroying these industries. I do not know what the overrid-
ing national purpose is, and I have not heard any testimony from the
Government people today that speaks to such an overriding purpose.
And so I have to assume that there is not such a purpose and rather
that the interests of the United States require that our three industries
be kept healthy within limits,

I want to be careful to be precise in what I am saying. We are not
talking about precluding imports. Imports are increasing on a regular
basis. What we are talking about is the narrow question: As the U.S.
market grows, shall we permit all of that growth to be absorbed by the
importers, or should some of it be preserved for the domestic com-
panies who provide the jobs for American citizens?

The issue is that narrow.

If you ask the question that way, it seems to me that the answer is
fairly simple. Let me make one other point, and then we really would
prefer to get to your questions.

I sit in a business that has to plan its plants 3 to 4 years in advance.
And so, in 1978, we have to think about what kind of capacity will be
needed in 1981 and 1982. We invest some $385 million a year in research
and development.

The crucial issue we have to face today is, can we afford to build
another textile fibers plant? Can we afford to put the R. & D. dollars
into fibers that we have put in in the past ?

The answer is that we cannot. As things stand today, we are at a
standstill pesition. In my 27 vears with tﬁo Du Pont Co.. that is the
first time I have ever seen Du Pont in the position where it was not
planning additional capacity for its fibers business. And that fact
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arises simply from the fact that our customers are in distress and we
are in distress, and one simply cannot be sure at this point in time
whether we are going to be in this business in the future, or whether
this business is going to be exported abroad.

That is the kind of an issue we have, I understand what the problems
are for Ambassador Strauss. Nevertheless, the first question one has to
ask is how much harm do we want to do to ourselves in order to carry
forward this negotiation in Geneva?

I think that we are now in a situation in which all three industries
are having something of a bloodletting and it does not make very much
sense. We are talking about cutting tariffs in order to increase the
bloodletting.

With that, I will subside, gentlemen, and we would be glad to take
your questions.

Senator Risicorr. The phrases “globalization” and “accumulative
concepts,” does that mean anything to you four gentlemen?

Who is the expert on globalization ?

Mr. SHAcKELFORD. I am not, All I heard was that part about the pie,
Mr. Chairman.

Mr. Kropyan. T do not believe any of us are experts. What we un-
derstand the EC has worked out is a global arrangement. What ac-
tually has transpired with the EC and the other countries it is dealing
with has been, at this point in time, a secret. We have seen things that
have come out in the paper, but the indications are that what they are
attempting to do is put a number on the imports they are going to al-
low into their unit on an annual basis and the import growth, and ‘hen

ortion it out. That is what they called globalization. That is what
Iike Smith refers to as the pie.

Unfortunately, we do not know anything more about it than that. but
it is certainly, in our view, a very logical concept and something that,
in time, I think we think we should go to.

Senator Risrcorr. Do you know something about it ?

Mr. Suariro. Yes, Senator. :

Our neighbor to the north, Canada, has a system of globalization
asd well as Australia, in addition to the countries already mentioned
today.

Senator Rircorr. You see, you have a very, very practical problem—
whether you are going to have worldwide, international trade or you
are going to have an orderly arrangement of exports or imports with-
out destroying basic American industries. Whether we, in this coun-
try, ever had handled our trade policy properly, taking into account
the bills between all these forces.

I do not think there is a single man sitting here who would say that
we are going to put up a wall, and we are not going to export or im-
port. We know that there would be a complete disintegration of not
only the world economy, but the American economy.

But what intrigues me today is that the Government witness talks
about the European Community’s system and ours and it is strange, the
staff has never heard it. No member on this committee has ever heard
this before,

It would seem to me that we are being out-sophisticated in the whole
international trade policy, and I am ready to learn from the Japanese,
from the European Community, from Taiwan, from South ?(orea,
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wherever there is an edge I want that edge for the United States. My
feeling is that within that term, globalization, comes a methodology
that could be helpful to the United States.

That instead, all I know is cumulative means more. Maybe it does
not—I mean cumulative means more, and if we are working on a cumu-
lative concept, more and more is coming in, and I think the European
Community, which has very good traders, and the Japanese, who are
very, very good traders, have come up with a concept and a formula
that I want Mr. Strauss to look at before he comes to any agreement
in Geneva.

Because in that—I do not know, it may not be—but I have asked
the staff to look into it, and I want your economists to give us a
response and also the labor economists, to see if this is something that
we should be addressing.

Mr. Horrman. As you suggested, we will file a paper that will set
forth all of the facts that we can gather. I share your view. I think
our friends abroad have been shrewder in the way they have played
the game than we have, and it is time that we {earned from their
experience.

Senator Risicorr. Senator Long?

Senator Lona. Mr. Shapiro, your name has been mentioned as a
candidate for several high, important positions in this Government,
partly because you are well-acquainted with businessmen and you look
at this problem from all points of view. You have served as the head
of the business roundtable. You communicate with the businessmen
and hear their point of view.

In over 30 ycars here, I have looked at these trade problems and
there is always something about it where it looks like there is some-
thing that must not be discussed ; unless you have somebody out behind
the shed and whisper in his ear, nobody is going to communicate what
the whole thing is.

We cannot keep on running the kind of deficit we are running. We
shonld talk to those people and say, either you buy more from us, or
we are going to have to buy less from you. We can say that to the
Japanese; we can say that to those who have the big surpluses—
Taiwan and others trading with us.

[iven if they do buy more from us, it seems to me as though the
deficit is so tremendous that it is actually going to mean some of both
in any event, if we ever get around to trying to strengthen our posi-
tion. We will have to say you will not have to cut back so much
on your exports to us if you will buy more from us.

1 do not see how we can keep letting them have complete access to
our market when we cannot sell them any more than we are selling
now. If that is the case, then it would seem logical to me that if we
are going to have to cut back on imports, we should have some say
about the arcas where we want to cut—wherever we could hurt our
economy the least, how could we adjust to it best? And if that is the
case, I think you make a very good case for this industry’s saying, if
you look at who the people are you are going to displace, these are
some jobs that we ought to keep. o )

Is that how you approach it, or do you approach it with your busi-
ness friends on some other basis when you are discussing this?

Mr. Saariro. Senator, you and I are speaking the same language.
Let me say two things.
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First, I think we have tended to get into trouble because we have
administered international trade by slogan. Somehow, the words “free
{rade” are supposed to be the answer to all problems and, of course,
they are not, Tﬁat is just the beginning. .

One can agree that we want international trade, but one still has
to analyze, on a case-by-case basis, what that means for this country,
and what we ought to be doing. Let me illustrate my point by a very
simple experience. . . )

I visited Japan last fall and had an opportunity to visit the Prime
Minister and the Deputy Minister invited me over to talk about in-
ternational trade. I spent 2 hours with him, and we talked about the
various problems, and they said their things and I said our things, and
we never did get together. ) .

But finally I said, gentlemen, let me take one simple case. Fuji
produces X-ray film and brings it to the United States with a 6- or
T-percent duty. The DuPont Co. produces X-ray film and if we want
to bring it to Japan. it costs us a 14-percent duty.

As an act of good faith, why do you not cut your duty to the same
level as the United States and let us compete with Fuji? .

And the answer they gave me was, Fuji is already taking care
of the Japanese market.

That is literally the story, and that is the state of mind of our trad-
ing partners, and one has to bear that in mind when we bargain. I
have great confidence in Ambassador Strauss, but I think sometimes
he has so many pressures that he may neglect something that we are
vitally interested in.

Senator Love. Someone mentioned to me a discussion with a Japa-
nese where he wanted us to obtain the concession to ship in our
direction. In order to help him with it. he felt that they ought to
make some concession to us, so they picked up some item and said,
we will make a concession on that.

This person in America-discussing it said, well, do you not under-
stand that even if vou made that concession we would not be able to
ship one single unit in your country? He said, oh, yes, I understand.
But you see, we are making a concession.

Tt seems it is in those areas that these people are talking to us. They
make a_concession. It is to be something that does not mean a thing,
while they want us to make concessions in areas where we further
expose our market and lose more jobs.

The answer to the whole problem. it seems to me, is that each nation
would try to move toward having a balance of trade and a balance
of payments. If every nation had a balance, the overall sheet onght
to halance out.

What chance do you see for us to persuade the nations who have
big surpluses to agree to that?

Mr, Swrarrro. Senator. T do not know. Each nation is going to play
for its own self-interest. That is the starting point. We might as
well accept. that.

That being so. we are going to have to bargain hard and T must
admit T have trouble in understanding why Ambassador Strauss and
his colleagues have anv difficulty with our proposition. because all T
am talking about is who is going to participate in the future erowth
of the market—not that we are goine to preclude anybody, ban im-
ports, but simply who is going to participate.
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And we are sayinﬁ, let them participate in part of the growth—we
have no quarrel with that—but we ought to keep some of the growth
for American plants and American workers too.

It seems to me so eminently sensible that I am simply amazed that
someone with the commonsense that the Ambassador has does not see
that Tight away.

Senator Lone. Thank you very much,

Mr, Kropman. On that point, we have a textile trade deficit with
Hong Kong of $1.1 billion as of the end of 1977, It is rather difficult to
conceive how we could wipe out that kind of a deficit with Hong Kong.

Senator Risicorr. Senator Roth ¢

Senator Rorr. Mr. Shapiro, if I understand your testimony, in
effect what you are saying is if American industry, the DuPont Co.,
for example, cannot share in the growth, then there is no incentive to
spend money on research and development, money on new plants.

If that is the case—and I am sure it is—does that not mean, in a
sense, our whole industry, our fiber, textile and apparel, becomes a
dying industry because it will not keep up with new developments?

In a sense, we are talking about not only new growth, but maintain-
ing what we already have as a healthy part of our industrial capacity ?

Mr. Suarrro. That is absolutely correct, Senator.

I would point out, if you look at history, all of the important tech-
nological advancements in this area came from the United States.
There are very few that you will find from the rest of the world. The
people who are importing into this country are simply using technol-
ogy that was developed here. ¢

So that if we want to keep our industries healthy. there is a vital
need to maintain the R. & D. operation, and yet, as a matter of com-
monsense, one cannot afford to do it unless he can see some freedom at
thg end to sell his products at a profit, and that is not what we have
today.

Senator Rora. I might say that this problem, I think, permeates
American industry. We have, in other industries, exported some of
our best know-all and found ourselves facing this kind of competition
with no capital formation, which I think has got our country on a
downward slide.

One of my concerns is the practical concern, assuming even if the
legislation that is before the subcommittee today can be adopted by
the Senate, and there may be a question as to whether it can or can-
not, it has to pass the House, and ultimately that means it has to be
signed by the President, unless there is a veto and it is overridden.

Those are pretty major barriers between now and October 7, the
projected adjournment date.

So one of the questions that I have—I do not think it can really be
answered here today—is that in addition to the people who are negoti-
ating, who hopefully are listening to and understanding the dimension
of this problem, what, if anything, do you think can be done in the
trade negotiations that will insure a growing and healthy industry?

And that brings me to the second question, do you and the other
gentlemen, feel that you are securing adequate information, adequate
input, to our negotiators, that they fully comprehend and understand
the problem ¢
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I raised the question with Mr, Smith at the beginning. He says there
is close consultation.

But if T understand you gentlemen, but either there is riot consulta-
tion or the word is not getting through.

Mr. Suariro. Mr. Klopman is our resident expert on that one. Let
him start.

Mr. Kropyax. T want to point out that I am not the resident expert.
I have not been consulted.

But we do have several members of the ISAC Committee here who
had supposedly been consulted, and if it is all right with you, I would
like to have Ms. Williams say a few words about the consultations.

Ms. Wirniams. I am a member of the Industrial Sector Advisory
Committee on textiles and yes, our advice has been sought. We are per-
mitted to file a general statement and then individual statements as to
our position on tariff reductions.

Under our prior Trade Acts, industry was similarly consulted.
There used to be hearings before the Tariff Commission and the Com-
mittee for Reciprocity Information.

Part of the complaint of industry in the past was that there was not
a close enough liaison. OQur advice, as I say, was sought.

The Government developed its program, developed its offer list with-
out consulting us on what will be in that offer list, We heard about
what the United States offered, when it tabled its offer in Geneva
after the fact. So we were left with having done nothing more than
what was done in previous times.

There are positions that have been taken by our negotiators with
respect to offers of foreign countries, and these positions were taken,
a}ndfthen we learned about them. Our advice was not sought before
the fact.

So. as far as seeking advice is concerned, some advice has been
sought, I do not feel that I have been able to contribute but, let me put
it this way, I do not feel that the aforesaid advice has been given that
much more attention than advice that was previously given when
there were the public forums of the Committee for Reciprocity Infor-
mation and the Tariff Commission.

I find myself in an awkward position because I am now made privy
to the U.S. offer list and to the offer list of other countries, but I can-
not talk about them. So that, as far as my own reaction is concerned,
that is where we stand. T feel great frustration.

Senator Rotir. I assume that the other negotiating partners know
the same information. Is that correct ?

Ms. WriLriams. You are talking abont

Senator Rotr. They have the same knowledge that youdo?

Ms. Wirniaums. The other countries?

Senator RoTH. Yes.

Ms, Winiams. Yes,

The thing that puzzles me is that these offers are tabled in Geneva.
Presumably. the information is available now for all countries so that
evervthing is wide open as far as the countries are concerned, but it
is kept quiet as far as anvbody in the United States is concerned, except
this seleet group of peonle on the committees,

Tneidentally, T would like to qualify this. T am expressing mv opin-
ion and my experience. I do not know how other sector advisory
committees do work.
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Senator Rorm. Mr. Chairman, that always mystified me about
secrecy. Generally the other side knows the full story and yet we
impose a confidentiality among ourselves which, in turn, defeats the
whole point of the advisory committees. So that it is self-defeating.

I think this is something that we ought to look into and see if there
is not something we can do.

Senator Risrcorr. You say you cannot talk about them. You know
what the offer is. You have been able to convey, have you not, to Mr.
Strauss and his staff your reaction and your analysis of that offer on
behalf of the industry, have you not?

Ms. WiLrtams. Yes, as can anybody else. I can react on a specific
basis, the industry itself can react on a general basis. When the
administration indicates there is a 25.5-percent offer of reductions
being made, the industry can react to that.

I can react on a specific basis, but reacting specifically is not focus-
ing attention on the necessity for this industry, that is general
exemption.

Senator Risrcorr. I know. That is why I am puzzled. When you
sit down as an advisory group, you are not working in a vacuum.
When you sit down with the American negotiators and you talk
about the impact on the American economy, do you not, on the offers
that are being tabled ¢

Ms. WiLLiass. Yes, sir.

Senator Risicorr. And you do provide specifics, the impact on jobs,
the impact on profits, the impact on research and development. You
give that to our negotiators, do you not?

Ms. WirLiams. Yes, sir.

Senator Risicorr. They do have a factual basis from an industry
position ¢

Ms. Wirrianms. Yes, sir, they do.

Senator Ripicorr. You, then, the advisory group, represent labor
and management of your industry, right ¢

Ms. WirLrams. No, sir. We represent management.

Senator Risicorr. Labor has an advisory group so they can repre-
sent labor?

Ms. Wirrrams. Yes.

Senator Risicorr. So the input does come from the industry and
labor, of every sector. Is that not correct ?

Ms. WiLLiams. That is very true, That is what happened in the
past as well.

Senator Rotir. Where does the confidentiality become a problem,
that yvou cannot discuss beyond your own advisory committee with
members of the industry ?

Ms. Wirniayms. That is right. T cannot get into the specific offers
that have been made, what offers have been made with respect to
p}zllrtticular fabric items or particular apparel items. I cannot get into
that.

Senator Rinrcorr. Yes, but every sector of your three tiers has been
able to present its point of view, has it not ?

Ms. WiLLraMs. Yes.

Senator Rieicorr. On each offer, so that our negotiators know the
lj)osition and the reaction of labor and management on every offer?

‘his becomes very important.

Did somebody say you were not sure ¢
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Mr. Xropman. Yes; I believe that Ms. Williams and the advisors
speak to lower level members, not necessarily to the negotiators.

Mr. Suareiro. Senator, I think it is fair to say that Ambassador
Strauss knows that all of us are unhappy with what is happening, Ie
knows why we are unhaﬁ)py, but we cannot get him to listen to us and
agree with us. That is why we are here.

Senator Risrcorr. This becomes veiy important. In other words,
gou mean to tell me, Mr. Shapiro, that you and your associates have

een unable to tell Mr. Strauss what is bothering you?

Mr. Suarpiro. I think we have told him as a matter of fact. Ambas-
sador Strauss and I appeared on a panel together about 114 years ago
at one of the trade conventions, and at that time he expressed very
clearly his understanding of what the problem was and what needed
to be done. But as he goes about his duties, he has his own set of
priorities.

Senator Rinicorr. But now you are coming to the sticking point.
The basic decisions are about to be made.

Mu. Suaprro. That is right.

Senator Rieicorr. They are in the process of completion right now.
And do I understand that, on the highest level, an industry like this
has had no input in discussion as to the basic position that our negoti-
ators are going to take, on the highest level ?

Ms. Wirntams. At the highest level. sir. T think T would like to say
that we have had no input to this extent. We deal, in our ISAC com-
mittee, with lower level individuals.

I was privileged to go to Geneva recently and learned that. in
Geneva, they do not have copies of the documents that we have filed
with the ISAC Committee here, with the whole sector advise on the
program. I understand that there are over there some summaries of
documents we have filed. These summaries, we have requested oppor-
tunities to review. We are denied the opportunity to review theni.

So therefore, I cannot know that the specific advice we have given,
or even the very general advice is going forward with the same force
and with the same arguments with which we made those
recommendations.

Senator Rinrcorr. Is Mr. Smith still in the room? Would you want
to comment on this? This is a very disturbing testimony. If you have
a basic industry and a basic labor group that has not been able to
have its position presented except at the lowest level, and what assur-
ance is there that this has reached the negotiator?

This is puzzling and disturbing. I would like your reaction to this.

Mr. Sarrrir. Mr. Chairman, I disagree very strongly with Ms, Wil-
liams’ statement. The record will show how many ISAC No. 2 meet-
ings there have been.

Senator Risrcorr. What is ISAC No. 22

Mr. Sarrri, ISAC is concerned with textiles and apparel under the
Trade Act for the MTN.

Senator Risicorr. What is 27

Mr. Sxtrrr. There are 27.

Senator Rieicorr. This is No. 2¢

Mr. Syrri. Textile and apparel is ISAC No. 2. There is a Labor
Advisory Committee whose number I do not know offthand, but there
is a similar labor committee, that there have been—I cannot tell you
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how many meetings, but there have been a number of meetings chaired
llay the senior staff member of the American Textile Manufacturers
nstitute,

The Labor Advisory Committee is, I believe, chaired at present by
Murray Finley of the Amalgamated Clothing Textile Workers.

What I take exception to, Mr, Chairman, is that the position of the
industry is not known at the highest level. If one were to look at
Ambassador Strauss’ schedule and log, if he keeps one—I am not sure
he does, but if you look at his appointments that he has had over the
last 114 years, I would dare say that the textile industry has made its
f)osi]t ion known repeatedly to the U.S. Government at the highest
evel.

It is true that the ISAC works at a medium level, medium to high—
not high in the sense of Cabinet officer, but medium level officials
\\;}Iﬁin the Department of Commerce, tha Department of Labor, and

i

Obviously, you cannot have Ambassador Strauss attending all 27
separate ISAC meetings. We do have a system where the views are
made known.

What is key here is that the view of the key industries regarding
tariffs is different from the Government, the executive branch. It is
different. We know what the position is, as I said in my statement.
The industry is adamantly opposed to tariff reductions in textiles and
apparel and we have said—in my statement I say that we accept that,
we know that, but for other reasons we felt that we had to put textile
and apparel tariffs up on the table, at least initially.

The advice which the industry has given the original ISAC report,
ISAC 2 report, was that they wanted no tariff cuts in textiles and
apparel and that, in essence, was the statement. It was one paragraph
long, which was the advice they gave to the U.S. Government. That
advice has not changed in 3 years.

But I cannot accept the fact that we have not consulted with them.
We have consulted with them,

We went to the textile industry in the ISAC 2 years ago and asked
them if we had to put textiles and apparel up on the table, would you
please rate from—rank 1 through 4 as to what your priorities are,
which must be absolutely sacrosanct, which could be given something,
which could be given more, and which you did not care about. And
the industry refused, absolutely refused in the ISAC No. 2 meeting,
refused to respond. They accused the Government of trying to divide
and conquer the coalition of textile management and labor. That was
not. the objective at all. We were seeking their advice. They refused
to ~ive us that sort of advice.

Their advice remained that they were against textile and apparel
tariff reductions.

We have, nonetheless, tried to consult informally with various mem-
bers of the textile and apparel industry, but in the ISAC No. 2, T think
there are notes taken w]ll)ich are classified confidential, I believe. There
are notes taken of the minutes of this meeting, which we would be
pleased to provide to this committee.

. Senator Rorn. Mr. Smith, if I might just continue, we are not par-
ticularly interested, at least I am not, in who did what to whom, but
where we go from here. Presumably the executive branch, Congress,
and Labor, are all on the same team.
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One of the questions I have at this time, you dre beginning to
make—I do not know the jargon—withdrawals. You are still in the
process of negotiations, Is that not correct ?

Mr. SaarH. Yes. I think the way the Ambassador characterized it
when he returned from Geneva in July was we never really got into
the negotiation, if you will. the withdrawal process, or whatever you
have. At that time, we just did not get into it.

Senator Rorr. Going back to the point I was making earlier, of
course, one approach is to go the route of this legislation, which, of
course, would take it out of the hands of your office. This has many
problems and complications, as I pointed out, far beyond those of the
specific industry. ‘

So what I was trying to suggest, what I was going to suggest, is
that it seems to me that it is imtportant that the industry t'<elf take a
hard look at the negotiations. You really have three industries in-
volved here.

One of the problems, as I understand, there is not any cross-discus-
sion, necessarily, between these industry advisory groups. You have
one for the textile, one for the apparel, and I do not know what cross-
fertilization there is in that arca. But I have gathered that it may be
inadequate.

What I am suggesting, Mr. Chairman, is that the industries affected
should take a long, hard look at these negotiations to determine what
the bottom line is, what they can accept, recognizing that they are not
probably going to get everything they want, any more than any other
industry, but what is necessary to make this, centinue this, as a thriv-
ing, growing industry, and how can they be assured that their require-
ments are voiced at the highest levels,

The fact of life is, you have input through these advisory groups=.
By the time the advice gets summarized and goes up through the
chain of command, goes over to Geneva, distance and other factors
come into plav. This dilutes the impact of the advisory group itself. as
you were suggesting.

But what we were trying to make sure here today, at least T am,
that this industry has, at the highest levels, a direct input on what is
actually being negotiated. It is not enough, in my judgment, not
enough for these people to have the opportunity to state what they
want early in the game.

Let’s face it, I can understand why early in the game nobody wants
to make any compromises. No. 1, you have a lot of diverse interests,
and we all know that, and different people are going to want different
things. But now we are up against the crunch where some hard deci-
sions are going to have to be made, and all T would suggest is that the
mechanism be set up so these industries—which I think the Defense
Department said are the second most important industries security-
wise—have that input and that input be based on what the actual
negotiating position is.

I do not know exactly how that is accomplished, but I think that has
to be done.

Senator Risicorr. Senator Byrd, you have been very patient here.
Do you have anv questions?

Senator Byrn. Thank you, Mr. Chairman.

The problem has been placed in focus by Mr, Shapiro. T agree with
his appraisal and that of the panel in so far as the effect on American
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jobs is concerned. I, personally, am not very much inclined to support
ilegislation such as that introduced by Senator Hollings, but sometimes
I think it is necessary to do so. And I have reached the conclusion
that I am prepared to support this legislation, because I just believe
that it is necessary if we are going to have available in the United
States the jobs that the American people need. I have no questions of

the panel, Mr. Chairman.
Senator Risicorr. Thank you very much, Senator Byrd.

Thank you, gentlemen. .
[ The prepared statements of the preceding panel follow:]

SUMMARY STATEMENT BY DUKE SHACKELFORD ON BEHALF OF THE NATIONAL
CorToX COUNCIL OF AMERICA

I am Duke Shackelford, cotton farmer and ginner from Bonita, Louisiana. I
am a member of and Advisor to the National Cotton Council, in whose behalf I
am here today. The Council is the cotton industry’s central organization, repre-
senting cotton growers, ginners, warehousemen, merchants, cooperatives, manu-
facturers, and cotton seed crushers. We welcome the opportunity to be here today
to present our industry’s views on the critical piece of legislation now before the
Subcommittee.

We have joined with the other organizaions who are here today in support of
S. 2920 because the future of the cotton industry of the United States is Inex-
tricably tied to the future of the U.S. textile and apparel industry. Domestic
mills comprise the American cotton farmers’ largest and most dependable mar-
ket. Typically, U.S. mills consume some 60 percent of the nation’s cotton market-
ing annually, and this seldom varies much from year to year. While our export
markets is essential and we work constantly to strengthen it, U.S. cotton growers
furnish almost 100 percent of the raw cotton used by American textile mills,
Thus, when textile imports displace American-made textiles, productd that chiefly
contain foreign-grown cotton displace those made almost entirely from U.S. cot-
ton. Countries supplying cotton textile imports into the U.S. in recent years,
bought only about one-fourth of their cotton from this country and, of course, to
the extent that man-made fiber textile imports replace cotton textiles, U.S. cotton
is completely displaced. That is why the U.S. cotton industry has such an im-
portant stake in what happens to textile and apparel tariffs in the Muitilateral
Trade Negotiations.

. 1t has been suggested by Administration spokesmen that the Import penetra-
tion affecting the domestic textile and apparel industry has been small. Around
11 percent, I believe, was the figure stated by Minister Smith to the House Ways
and Means Committee, Subcominittee on Trade, on July 10. I need to take issue
with this number because imports of cotton textiles and apparel have been rising
dramatically to the point that last year imports supplied not 11 percent of the
domestic market, but almost double that level or some 1.4 million bale equivalents.
At the rate imports are flowing into the country in 1978, our guess is that cotton
textile and apparel manufacturers will be faced with an even worse import
penetration this year.

If tariffs on these products are cut, we foresee even larger imports as pointed
out in the joint statement of the fifteen organizations here today. We know
from past experience with tariff reductions in Geneva that whenever these take
place, the United States is faced with significant increases in imports of cotton
goods. After tariff reductions in 1955 which reduced import duties on cotton cloth
by about 27 percent, there was an upsurge in imports that eventually led to nego-
tiations with Japan of the first cotton textile bilateral agreement. In 19687 the
Kennedy Round lowered the tariffs on textiles again, this time by an average of
about 21 percent. What we saw thereafter was a substantial increase in textile
and apparel imports, I should point out that the phasing in of tariff reductions
over a period of time, such as was done as a result of the Kennedy Round, does
not offset the final impact of those tariff reductions.

To those who have said that with the Multifiber Arrangement in place, there
is no need for concern about cuts in textile and apparel tariffs, I say the MFA
is in effect for a limited number of years, It is now in its second four-year period.
On the other hand, tariff cuts are in effect forever, unless some American industry
is successful enough to win import relief under the “escape clause” provisions of
the Trade Act of 1974. We know that only 4 industries out of 31 which have tried,
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have gotten import relief under the “escape clause”. Thus, what harm is done to
the textile and apparel industry in the way of tariff cuts in the current trade
negotiations will not be undone easily, if ever. ‘

‘Therefore, what is at stake here is of major importance, not just to the textile
mills and apparel factories of our country but to the entire cotton industry, be-
ginning with the cotton farmer and those who supply his machinery, chemicals,
and many other supplies. It is necessary that S. 2920 be enacted to prevent ir-
reparable harm to this entire complex which is so important to the growth and

health of the American economy.

SUMMARY STATEMENT OF IRVING 8. SHAPIRO, CHAIRMAN, DU Ponr Co.,, ON
BEHALF OF THE MAN-MADE FIBER PRODUCERS ASSOCIATION

I am Irving S. Shapiro, Chairman of the Du Pont Company. I am here today as
spukesman for the Man-Made Fiber Producers Association, The Association rep-
resents companies which manufacture more than 90 percent of the man-made
fibers produced in this country. Man-made fibers, in turn, account for more than
70 percent of all fibers consumed by American milis and apparel factories.

The joint statement filed with the Committee represents the views of the man-
made fiber producers together with those of the other trade associations and
unions which have endorsed the statement. From the point of view of the man-
made fiber industry, there are certain important points which I would like to
stress.

First, a healthy textile and apparel industry is essential to the health of the
business I represent. As increasingly larger quantities of imported fabrics and
garments enter the domestic market, utilization of existing man-made fiber pro-
duction facilities declines and opportunities for future growth lessen. The alarm-
ing trend in this industry is illustrated by the following data.

The textile industry trade deficit was about 3.4 billion dollars in 1977 which
accounts for more than 10 percent of the total U.S. trade deficit. Given the pres-
ent loss of confidence in the United States dollar abroad, no segment of govern-
ment should take any action which will result in an increase in this trade deflcit,
During the first six months of this year, textile imports came into the U.8. at an
annual rate in excess of 7 billion dollars while our textile exports declined by
5 percent to 2.5 billion dollars. The textile trade deficit for the first six months hit
an annual rate of 4.6 billion dollars which is 70 percent more than for the same
period Jast year. Of course increases of this magnitude continue to adversely
affect U.S. jobs.

A second point I would like to make is that imports have increased both from
countries covered by bilateral agreements as well as those that are not. This
clearly demonstrates that tariffs are essential in controlling imports. Trade con-
ve-sions at this time can only worsen the current problem.

Man made fibers are even more dependent on tariffs than textiles since they
are not effectively covered by bilateral agreements. This lack of quantitative re-
strictions is critical because fiber producers throughout the world have excess
capacity. World capacity for non-cellulosic fibers, such as nylon and polyester,
will exceed demand by 6 to 8 billion pounds. Excess capaciity generally forces
prices down to levels at which fiber producers operate at marginal or even
nnprofitable levels, This 18 borne out by the fact that, despite record inflation
for the industry’s raw materials and energy, the price index for man-made fiber
and yarns is below the level it was in 1967. When prices are depressed, tariffs
deter excessive levels of imports and provide support for domestic industry.

One positive step would be an exemption of textiles from tariff cuts now being
discussed during the Tokyo Round talks in Geneva. If the Administration does not
perceive the necessity of this much-needed exemption, we urge the Congress to
provide it via speedy action on the Hollings bill (S. 2920). This action could be
followed by others, including tighter enforcement of the Multifiber Arrangement,
more effective enforcement of antidumping and countervailing duty statutes and
negntiation of bilateral agreements with those nations not now covered.

My final point is that, in order to achieve employment stability and jobh crea-
tion, it is essential to have investment in modern production facilities and in new
nreduet research and development aimed at keeping American industry competi-
tive in the global market. Presently, the fiber-fabric-apparel industry in the
United States is competitive because of past investments based on sound business

Jde.isions about future requirements.
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The future of the business I represent—the production of man-made fibers—
depends on a healthy fabric and apparel manufactu:iing industry. In all truth,
at this moment I cannot see how Du Pont or any other company in the industry
can make & logical decision about significant investment in modernization or
expansion of facilities in the United States. We also must question how long we
can afford to maintain a high level of research and development in the face of
continued signals from our government that the domestic fabric and apparel
industry is being allowed to wither away.

JOINT STATEMENT OF 15 FIBER, TEXTILE, AND APPAREL INDUSTRY ASSOCIATIONS AND
Lasor UNIONS

This statement i8 submitted by the following organizations:

Amalgamated Clothing and Textile Workers Union, 15 Union Square, New
York, NY 10003,

American Textile Manufactures Institute, 1101 Connecticut Avenue, NW, Suite
800 Washington, DC 20036.

American Yarn Spinners Association, Inc.,, Box 99, Gastonia, NC 28052.

American Apparel Manufacturers Association, 1611 North Kent Street, Arling-
ton, VA 22209,

Clothing Manufacturers Association of the USA, 135 West 50th Street, New
York, NY 10020.
N1I'ntetnationml Ladies Garment Workers’ Union, 1710 Broadway, New York,

10019,

Man-Made Fiber Producers Association, Inc., 1150 Seventeenth Street, NW,
‘Washington, D.C. 20036.

National Association of Hoslery Manufacturers, Box 4314, Charlotte, NC
28204.

National Cotton Council of America, Box 12285, Memphis, TN 38112,

National Knitted Outerwear Association, §1 Madison Avenue, New York, NY
10010.
NNa:)l&;lal Knitwear Manufacturers Association, 350 Fifth Avenue, New York,

Y 10001,
201(;1(;210“1 Wool Growers Assoclation, 1776 F Street, NW, Washington, D.C.

Nox:thern Textile Association, 211 Congress Street, Boston, MA 02110,
Textile Distributors Association, 1040 Avenue of the Americas, New York,
NY 10018.
Work Glove Manufacturers Association, 547R North Milwaukee Avenue,
Libertyville, IL 60048,
SUMMARY

1. The fiber/textile/apparel industry makes a major contribution to the
American economy.

2. Imports have been devastating to the industry.

3. Contemplated tariff cuts will aggravate the industry’s import problem.

4. All segments of the industry have encountered high imports and deserve
similar treatment.

6. Tariff cuts on textiles and apparel will worsen U.S. balance of payments.

6. Tariff cuts will increase unemployment. .

7. Cunsumer gains from tariff cuts on textiles and apparel are a mirage.

8. Escape clause import relief cannot be expected to correct damage of tariff
cuts.

9. The Multifiber Arrangement (MFA) is a helpful but inadequate import
relief mechanism.

10. U.S. tariff cut offers at Geneva are substantial and damaging.

11. Codes of conduct will increase damage done by tariff cuts.

12. § 2920 can preserve a viable fiber/textile/apparel industry.

13. There i3 a clear analogy between escape clause relief and import relief
under the MFA.

14. The Administration’s opposition to S. 2920 s not well founded.

a. The MTN would not be jeopardized,

b. Other industries cannot use 8. 2020 as a basis for similar treatment.

c. U.S. textile and apparel duties are not effectively higher than those in Japan
and the Furopean Comzmunity.

d. Export benefits of tariff cuts are illusory.
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15. Legislation such as 8, 2920 can make the difference.

The fifteen industry associations and labor unions submitting this joint state-
nment in support of 8. 2920 represent firms and workers engaged in the produc-
tion and distribution of fibers, textiles, and apparel spread across this nation.

Some of these organizations are concerned primarily with the production of
the primary raw material; with the processing of these raw materials; still
others with their manufacture into a broad range of end-products, Their sepa-
rate terms of reference may lead them to focus attention in different degrees to
special areas, but one problem area is of overriding concern to all: how to man-
tain and expand the economic vigbility of the fiber, textile and apparel industcy
in the face of burgeoning imports. This problem receives priority attention by
all organizations which may be directly or indirectly interested in the fiber.
textile and apparel industry.

In this contest, there has now arisen a new threat to the survival and growth
of this industry emanating from the impending action of our own government
in negotiating away at Geneva—through tariff cuts and concessions on inter-
national codes of conduct—the future of 29,000 textile and apparel plants and
the jobs of 2.4 million workers,

It i{s for this reason that 8. 2920, which would prohibit the reduction of
elimination in trade negotiations of duties or import restrictions on textiles
and textile products, must receive favorable consideration from this
Subcommittee.

It should be noted that most of the organizations that are submitting this
statement in support of S. 2920 also testified on July 10, before the Trade
Subcommittee of the House Ways and Means Committee in support of a similar
bill, H.R. 10853. In the course of those House hearings, several points were
raised by various witnesses that are also addressed in this statement. However.
the essential facts presented by us in that prior testimony are also incorporated
in this statement since nothing has transpired to invalidate them or to change
(%m_') urgent request for affirmative action on the bill before this Subcommittee,
S. 2920.

Indeed, if anything, events which have transpired since the July 10 House
hearing lend a new sense of urgency to speedy passage of this legislation.

The Ministerial Declaration issued in Geneva on July 13, 1978 relative to
the progress m .e to date in the Multilateral Trade Negotiations gives us added
cause for concern regarding the will of the United States to resist pressures for
unjustified concessions on various trade matters. The Special Representative
for Trade Negotiations, Ambassador Robert S. Strauss, reported to the Congress
following his participation at the Bonn economic summit meeting and has given
his impressions of accomplishments to date and of the trade issues that are still
unresolved. His report, too, gives us a sense of growing unease over the full
picture unfoliing in the Geneva multilateral trade negotiations.

We fear that a train of events has been set in motion in Geneva by our gov-
ernment which, unless stopped by the Congress, will place our industry’s future
in serious jeopardy. The Geneva trade negotiations, according to all of the ad-
vice we have received, are targeted to cut substantially the tariffs in Schedules
3 and 7 of the U.S. Tariff Schedules which cover the products of the fiber/
textile/apparel industry. Some of the international codes being negotiated today
in Geneva could also spell serious trouble for our industry. We have appealed
to the Administration to be exempted from the contemplated tariff cuts. Our
appeals have fallen on deaf ears.

We are grateful, however, that the failure of the Administrations to respond
to our appeals has not gone unrecognized by the Congress, as is witnessed hy
the introduction in the Senate of S. 2020 cosponsored by 31 Senators. Bills in
the House similar to S. 2920, such as H.R. 10853, have been introduced by 15
members of that body, according to lastest count. That this legislation ha<
received such overwhelming and geographically widespread support is a recog-
nition of the major role played by the fiber/textile/apparel industry in the
American economy.

The industry makes a major contribution to the American econom;

Of the 20,000 textile and apparel plants in the United States, at least one is
situated in every state of the Union, although there are concentrations in several
of the metropolitan areas of the Northeast and in some of the more rural areas
of the Southeast. The indusry is the largest employer of labor in manufacturing
in the United States and its 2.4 million workers account for one out of every
eight jobs in manufacturing. We provide jobs to people with a wide range of skills

34-870—78——+
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and to many who are considered disadvantaged in today's world, Twenty-three
percent of our workers are minorities; 65 percent are women, The industry is the
major customer of American cotton and wool growers spread throughout a large
part of our country. The industry is an important customer of the chemical, trans"
portation and machinery industries. We should also not overlook the stakes in the
industry’s future for hundreds of thousands of investors; there are some 177,000
shareholders in 21 of the largest publicly-held textile companies.

In short, ours is an industry clearly basic to the health and growth of the
Anierican economy. We are proud of the contributions our industry has made to
the economy. We want to continue to make a growing contribution to the eco-
nomic growth of our country.

Liports have been devastating to the industiry

Despite the key role played by the industry in the economy, it stands at an
economie precipice as never before in its almost 200 years of existence and service
to our country because of rising quantities of disruptive imports.

Witness these facts:

The textile/apparel trade deficit in 1977 was a record $3.4 billion.

In the first six months of 1978 alone, the trade deficit was 70 percent ahead of
the deficit for the first six months of 1977, and is running at an annual rate of
54,6 billion,

In the twelve months ending June 1978, the textile/apparel trade deficit was
4% percent higher than in the preceding 12-month period.

Imports now supply over 50 percent of the U.S8. market for many important
products of our Industry. Cotton textile and apparel imports had captured 19.2
percent of the U.S. market {n 1977. The import penetration for wool textile and
apparel products was 80 percent.

Textile and apparel imports in the first six months of 1978 were 24 percent
above the same period last year in yardage terms.

Apparel imports in 1977 were the highest on record. They were 21 percent
higher in the first six months of 1978 than in the same period a year earlier.

The unemployment rate was 7.6 percent in textiles and 10 percent in apparel
in 1977, compared to a 6.7 percent rate for all manufacturing. Although current
fizures have moved lower, imports have been growing so dramatically that
346,000 textile and apparel workers were still out of work or on short time
through July 1978.

It is against this background and for the reasons which will be presented
herein that we fifteen fiber, textile and apparel industry associations and labor
unions have joined together to support S. 2920. We strongly urge this Sub-
cominittee to report this bill out with a favorable vote.

Contemplated tariff cuts will aggravate industry’'s import problem

Ntrong debate exists among various public and private groups over the need
for and advisability of tariff reductions on textile and apparel products. Yet,
it is clear that the aftermath of substantial tariff cuts in textiles and apparel
will certainly be a much greater influx of imports, a greater loss of jobs, and
a deterioration of confidence and business in even the most robust segments
of the fiber, textile, and apparel industry. Accumulating evidence from a wide
range of studies documents the severe effects which could result from the MTN.

The liberalizing of tariffs on textiles and apparel would increase the already
acute import pressure on the U.S. industry in several ways. Iirst, it will be a
beon to foreign suppliers in countries which are not, as yet, controlled by a
bilateral agreement with the U.S. pursuant to the Multifiber Arrangement (MFA).
Neceond, it will encourage foreign suppliers in countries which are controlled
by a bilateral agreement with the U.S. to expand their actual trade up to the
maximum allowed by restraint levels in those many cases where the restraint
levels are not now filled. Third, it will increase pressure on the U.S. from our
trading partners subject to controls under bilateral agreements to relax restraint
levels, a pressure to which the U.8. has bowed time and again in the past.

When this anticipated increased pressure from imports resulting from tariff
rednctions is viewed in the context of recent trends in U.S. trade in textiles and
apparel. the danger to our industry is quite apparent. According to the U.S.
Department of Commerce, the value of U.S. imports of textile and apparel
products in 1977 was far and away the highest on record, $5.9 billion, a 12
percent increase over 1976, U.S. exports of textiles and apparel in 1977 were also
at record levels, but were still only 4 percent above 1976 levels. As already
stated. the net result for the U.S. trade balance in 1977 was a record deficit of
$3.4 billion. This astronomical deficit was a serious deterioration from the previ-
ous record deficit of §2.8 billion in 19786,
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In terms of quantity, the import situation is equally serious. Expressed in
square yard equivalents, the level of cotton, wool, and man-made fibers imports
of textile and apparel products hit 5.2 billion square yard equivalents in 1977,
the highest since 1972. Expressed on a poundage basis, 1977 imports were at an
all-time high. More significantly, imports in the first six months of 1978 alone
have been 3.1 billion square yard equlvalents, This pace of imports is 24 percent
above 1977.

This deteriorating trade situation, it should be emphasized, has occurred
despite the fact that the GATT multilateral Multifiber Arrangement to control
trade in textiles has been in existence since 1974 and was recently renewed for
four more years, This deterioration has occurred after the recent strong commit-
ment by the Executive Branch to get tough in bilateral agreements negotiated
pursuant to the MFA, Worst of all, this deterioration in trade has occurred well
before a single tariff has been cut in the MTN.

This is the answer to those who would suggest that the existence of the MFA
and the 18 bilateral agreemnents negotiated under the MFA framework by the
United States with supplying countries provide the industry with adequate safe-
guards against any expanded import pressures as a consequence of tariff cuts.

Clearly if the MFA and the bilateral agreenients were effective instruments to
provide import relief, the tremendous upsurge in imports that has occurrd in
1978 would not have taken place.

Without the MFA and the bilateral agreements, import growth micht very
well have been greater but it has to be recognized also that they have proven to
ihedin;lduquate as a solution to the problems of import impact in the domestic
ndustry.

AUl segments of indusiry have encountered high imports and deserve similar
treatment

Imports have grown notwithstanding the MFA and the bilaterals and this
tmport growth has resulted in trade deficits not only for apparel where such
deticits have been consistent, but also in textile mill products which had enjoyed
a positive trade balance in the four years preceding 1978.

A view has been put forward incorrectly that imports have not increased but
irather that they peaked in 1972 and have declined thereafter. This is manifestly
n error.

First. the calculation measures imports on the basis of square yard cquivalents.
Imports measured on the basis of either pounds or value reached an ali-time
high in 1977.

second, the use of 1972 as a base year for comparison distorts the picture of
import trends. The year 1972 was the year of the highest demand for textiles and
apparel and consequently a high level of imports. The justification offered for
the use of 1972 as a base year is that the Multifiber Arrangement was negotiated
in 1973,

By the same token, since multifiber bilateral agreements with the major Far
Fastern countries were negotiated in 1971, logically the year 1970 should be
regarded as the appropriate base year. Taking that base year through 1976,
ifmports grew at a rate nearly double that of domestie consumption.

Moreover, although the Multifiber Arrangement was negotiated in 1973, it did
not become effective until 1974 and the telling point is that imports in terms
aof square yard equivalents increased between 1974 and 1977 by 17 percent, and
imports in terms of pounds increased by 36 percent.

It has also heen suggested that because textile mill products had experienced
a trade surplus in the 1974-77 period, this segment of the industry might be
treated differently than apparel in the multilateral trade negotiations. Such a
judeement can he faulted on several grounds.

First, the positive trade balance in textile mill products has occurred in only
four of the last eleven years. Second, the extent of the positive trade balance
has been declining since the peak in 1975, Third, it was wiped out in 1978 by
virtue of the substantial inerease in imports of textile mill products this year.
In the first six months of 1978 imports of fabrics were up 37 percent and imports
of yarns were up 13 percent over the same period a year earlier. Fourth, it
should be pointed out that the position of imports and exports in these trade
bhalance tigures are not consistent. Imports are measured on the hasis of f.o.h.
values in the exporting country. U.S, exports, of course. reflect U.S. wholesale
prices for the same commodity. The situation that exists 15 that most of the
imports are of a low unif value and monst of the exports are of a significantly
higher unit value. If the trade balance figures were on a c.i.f. basis for imports,
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we would find that the degree of positive balance for the last four years would
have been significantly reduced, if not eliminated. Even without such an adjust-
ment, this positive trade balance has been eliminated in 1978. Fifth, virtually
all imports of textile mill products replace domestically-produced textile mill
products while the lion's share of U.S. exports of textile mill products are to mar-
kets where comparable production is not available. Finally, to suggest that
textiles should be treated differently from apparel in the MTN ignores the basic
inseparability of these two sectors. A job lost in the apparel sector is reflected
in a job lost in the textile sector. The U.S. textile industry cannot exist without
a viable apparel industry, by far its major customer. Conversely, a viable textile
fndustry is essentiul to a healthy domestic apparel industry which otherwise will
be at the merey of foreign textile suppliers,

Tariff cuts on textiles and apparel will worsen U.S. balance of payments

The liberalization of tariffs on textiles and appare! will produce trade effects
having profound adverse implications both for the national economy and this
industry.

sSuch conclusions emerge from a recent study on the subject by the Brookings
Institution, in which it is stated: “For the United States, Canada, and the EEC
it is clear that the textiles sector is of primary importance to overall results for
imports and, even more importantly, employment effects.” One statistical table
presented in the report showed *that the most dramatic effect of excluding
textiles (from the MTN) occurs in the United States, where textiles would
amount to fully one-third of the increase in total (U.S.) imports if included in
liberalization. With textiles (and apparel) in the negotiations, a 60 percent
linear cut would give the United States a negative impact of $1.4 billion on its
direct trade effects.” The study goes on to say that in the absence of liberaliza-
tion of textiles, the effect of the MTN on the trade balance would be positive in
the amount of $211 million, Thus, the inclusion of textiles and apparel alone in
tariff liberalization contributes an estimated $1.6 billion to the U.S. trade deficit,
based on the Brookings Institution estimates.

Furthermore, this estimated negative impact on the U.S. trade balance, as
large as it seems, grossly understates the actual results of tariff cuts on textiles
and apparel. These estimates are founded upon trade levels in 1974. If 1977
trade data were used, the deficit would be considerably higher.

Thus, by invoking its full tariff-cutting authority on textitles and apparel, the
U.S. negotiating team in Geneva could single-handedly place an overwhelming
additional burden on the already struggling U.S. fiber/textile/apparel industry.
This does not mention the net negative impact on the overall U.S. trade balance,
an impact which is undeniably inflationary. That the U.S. would cling to its
insistence on offering substantial cuts on textile and apparel products in view
of these facts is, to say the least, disconcerting.

From the straight-forward point of view of hard-headed negotiation, the in-
clusion of the textile and apparel sector in the MTN simply does not make any
sense. Normally, negotiations require visible benefits to make them worthwhile to
either party. Yet what does the U.S. gain by adding billions to our non-oil
related trade deficit? In the first six months of 1978 imports of consumer goods
of $23.4 billion exceeded oil imports of $19.3 billion.

Tariff cuts will increase unemployment

One direct result of these trade effects will be the adverse effect on employ-
ment. A study recently done by Data Resources, Inc. (DRI) on this issue esti-
mated that the loss of jobs directly related to production of textiles and apparel
would be over 200,000 by 1985 just as a result of a 50 percent tariff cut. Further-
more the ripple effects throughout the economy would be staggering.

Another econometric study performed by the Amalgamated Clothing and
Textile Workers Union estimated that the direct employment effects of a 60
percent cut on only thirteen specific men's and boys' apparel products would be
over 14,000 direct job losses and over 24 million man-hours lost. Extrapolating
these figures to all men’s and boys' apparel would result in an estimated 60,000
jobs lost, And these job loss figures do not include the secondary employment
effects which would he considerable.

Even the Brookings Institution report has agreed in principle on the relatively
harsh effects of liberalization on the textile and apparel industry, stating that
“the inclusion of textiles in liberalization would raise the total number of jobs
lost to increased imports by approximately 75 percent.”
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There is considerable difference in the actual estimates of the employment
effects of tariff liberalization between the DRI and Brookings studies caused by
major differences in the models used. While we strongly feel that the DRI model
is much more comprehensive and realistic, it is nonetheless quite clear that the
disruption to textile and apparel workers will be massive as a result of tariff
cuts in the current Multilateral Trade Negotiations.

In reviewing employment trends in the textile and apparel industry, some
Administration spokesmen have noted that employment in the industry has de-
<lined by “only” 76,400 over the last dozen years. It would be unfortunate were
thix to indicate an Administration view that such a decline is not of significance.
. Through July 1978 there were 193,000 textile and apparel workers unemployed
and an additional 153,000 workers on short-time. The industry joins with labor
in expressing great concern for unemplopment and short-time of these magni-
tudes and is equally concerned with any suggestion that because 1978 employ-
ment increased over 1977 levels the employment situation in this industry is
favorable,

In this context, reference should also be made to the cavalier assessment of
employment losses resulting from tariff liberalization on textiles and apparel by
one witness at July 10 hearings of the Subcommittee of the House Ways and
Means Committee, who stated: “The annual net job loss would be less than one-
tentﬁ of one percent of employment in the industry. This rate is extremely
smatl. ... "

The employment loss estimates cited are grossly inaccurate and understated,
but even if they were accurate we do not feel that it is possible to be cavalier
about job losses of 76,000 or 41.000 or 17,000. We do not consider such losses of
jobs In an industry as large as the textile and apparel industry to be “extremely
small”. In addition, the cost of adjustment assistance for these workers and the
suffering these losses will generate are not small. As inadequate as adjustment
assistance is, the costs of such assistance in all its forms will be borne by the
U.8. taxpayer (who is the U.S. consumer) who will not benefit in other ways.

Referring to his study, that witness at the House hearings acknowledged that
it did not adequately account for the serious damage to small communities in
which entire plants are shut down. Mere attrition and adjustment assistance do
not apply to this type of devastation, which as past experience has shown, will
be the actual manner in which employment losses will occur. )

The severity of the problem faced by any displaced textile and apparel worker
is highlighted by a recent article in the Department of ILabor's BLS “Spring
Occupational Outlook Quarterly”. The article reports that if projections of col-
lege enrollments are on target, about 2.7 million graduates will either enter non-
traditional occupations, such as clerical and blue-collar jobs, or face unemploy-
ment during the period to 1985. This is the competition facing displaced textile
and apparel workers whose median educational level in 1970 was only 10.3 and
11.5 years, respectively.

Congumer gaing from tariff cuts on tertilcs and apparcl are a mirage

One often-repeated argument in support of tariff cuts is that the gains to the
U.S. economy from the increased trade will far outweigh the costs of unemploy-
ment and adjustment. This, in fact, was the major conclusion of the Brookings
study. However, a more realistic appraisal prepared by Data Resources, Inc.
shows that the U.S. economy stands to lose if fiber/textile/apparel tariffs are cut
(see Appendix 1).

Excessive imports which damage our domestic industry leave the consumer
and the nation worse off. Every consumer is also a taxpayer and must assume
part of the social and economic costs borne by the community arising from
import impact, i.e.. reduced tax revenues as a result of loss of jobs and closing
of plants, increased welfare costs for unemployed persons and all the social prob-
lems therefrom. There 18 also much evidence that low-wage low-cost imports are
not reflected in lower prices to consumers, but simply mean higher mark-ups for
importers and distributors.

Thus even where imported items might theoretically represent some saving to
the American consumer, the reality is that the retailer simply takes a higher
markup on imports so that the consumer does not benefit. The Library of Con-
gress on July 19, 1977, submitted to the Trade Subcommittee of the House Com-
mittee on Ways and Means a Study on Imports and Consumer Prices which

concluded that:
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“(1) Markup ratios on imports (assuming that these are lower priced than
equiva}ent domestic products, appear to be higher than those on domestic prod-
ucts since the aim of the retailer is vsuaily to sell identical or equivalent prod-
ucts at the same or approximately the same price. The higher markup may, in
part, be justified by sound commercial reasons (higher risk, less reliable delivery,
more red tape, and et sim).

“(2) Higher markup ratios do not preclude, in certain instances, some benefit
from the lower-cost import from being passed on to the consumer in the form of
a lower original retail price of either the imported commodity itself (if sold
separately from the domestic product) or the domestic-imported product mix (if
the two types of products are identical and sold by the same retailer), or of &
higher markdown from the originally set retail price. On the other hand, the
available facts also suggest that in other instances the lower cost of imports does
not result in any price benefits to the consumer and merely allows the seller &
higher profit.”

What this means simply is that the retail price to consumers for domestically
produced textiles and apparel sets the price level to which import prices rise.
Regardless of the import price at the landed value, the importer level, the “whole-
pale” level or the equivalent, the U.S. consumer often pays virtually the same
retalil price for a given product, whether it is produced domestically or abroad.

Thus there is a major fallacy underlying the assumption that the U.S. con-
sumer will actually see any price reduction as a consequence of lower tariffs on
textiles and apparel. Evidence of this reality was displayed during the July 10
hearings of the Trade Subcommittee of the House Ways and Means Committee,
at which a witness representing the American Retail Federation acknowledged
that in the event of tariff reductions on textile and apparel items, there would
be no resulting price reduction at the consumer level.

Lower cost imports allow the retailer more leeway in pricing but the consumer
rarely benefits. Using consumer diary data collected by the Market Research
Corporation of America, a statistical study of prices charged for apparel gar-
ments at the retail level revealed that between 1974 and 1977 the average annual
percentage increase in prices to consumers by retail establishments in the sur-
vey was greater for imported apparel than for domestic apparel. By category,
domestic men’s outerwear increased in retail prices by 7.7 percent but imported
men’s outerwear increased by 10.2 percent. Women'’s outerwear prices at retail
increased 5.2 percent for domestic articles while the imported article increased
by 7.1 percent. The difference in comparative price rises in boys’ and girls’ outer-
wear was even more pronounced. Lower-cost imports simply translate into high
markups at the retail level.

The obvious implications for the long-term welfare of the U.S. consumeer are
obvious. In the event of a collapse of sectors of the fiber/textile/apparel industry,
there is no assurance that the resulting dependence on foreign sources of supply
would lead to constant supply, reasonable prices, or reasonable quality. We cer-
tainly do not want to see a repetition of the ofl price experience.

Grandiose claims for the welfare gains from trade are at best unfounded and
are more likely grossly overstated. Historical data from the post-Kennedy
Round of tariff cuts shows that between 1967, the year in which the Kennedy
Round was concluded, and 1972, the final year in which the tariff cuts were
phased in, textile and apparel imports increased by 140 percent, from 2.6 to €.2
billion square yard equivalents. During this period the annual growth of im-
ports was three times as fast as the growth of the domestic market. Yet during
this same period, the consumer price index for apparel items rose by roughly the
same magnitude as for food. fuels and utilities.

Furthermore, there are substantial costs to the U.S. taxpayer (who is also the
consumer) from lost jobs. These costs include unemployment compensation, ad-
justment assistance, welfare payments, losses in corporate and Individual in-
come taxes, lost income to communities, and waste associated with the idling
of productive facilities.

What does the U.S. stand to gain from all of this? We see little gain and much

loss. -
In fact, the record is clear on job losses due to imports already suffered by
workers in textiles and apparel. Of the 92,000 workers who have applied for trade
adjustment assistance in just three vears, 50,000 have fully satisfied the Labor
Department’s tight criteria for certification that imports have been an important
cause of the loss of their jobs. The program had paid out to these workers $10
million as of February 1978, and these costs continue to mount.
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Aside from fmport growth and employment effects, it is clear that tariff cuts
will allow imports to further undersell U.S. producers. U.S. producers must meet
price cuts or lose business. Thus, the moderate profit rate of 4.5 percent on sales
before taxes which textile industry earned last year would be seriously lowered.
In 1974, 40 percent of U.S. textile companies as well as nearly 40 percent of U.8
apparel firms were already operating at a loss. Given the impact of increaqeu
costs, many of which are mandated by Government regnlations, and further price
cuts which will result from tariff reductions, many firms will be forced to fold.
How long can an industry survive under circumstances of increased costs and
reduced prices?

Escape clautc import cannot be expected to correct damage of tariff cuts

It is {llusory to assume, as indeed have some apologists for the severe textile
and apparel tariff cuts offered by our negotiators in Geneva, that the Trade
Act’s safeguard provisions can come to the aid of firms and workers in these
industries should the reduced tariffs lead to damaging import surges.

It is indisputable that the Trade Act, in its several import relief provisions
has much scope and flexibility for remedial action. There is indeed a clear Con-
gressional commitment in the Trade Act to provide, as President Ford said when
he signed the Act into law on January 3, 1975, “greater relief for American in-
dustry suffering from increased imports.” But, the promise has not been matched
by the performaunce, simply because of the recalcitrance of the Executive Branch
in implementing that clear Congressional mandate.

Congress theoretically made it easier for industries and their workers to secure
import relief from injurious imports by liberalizing the criteria for such relief in
the escape clause sections of the Trade Act. But, it also continued the Presi-
dent’s authority to reject the International Trade Commission’s recommenda-
tions for import relief because of the “national economic interest.”

The laxity of statutory enforcement of the safeguard provisions of the Trade
Act of 1974 is clearly indicated by the fact that only four U.S. industries out of
31 that have gone through the laborious process of petitioning the U.S. Interna-
tional Trade Commissions for import relief under the escape clause have actually
recelved such relief.

Thus, we feel strongly, based on the record to date, that injury resulting from
tariffs cut in the Geneva negotiations will not be easily remedied through resort
to the escape clause.

The multifiber arrangement (MFA) i8 a helpful but inadequate import relicf
mechanism

Insofar as the textile and apparel industry is concerned, its vulnerabllity, as a
labor-intensive indnstry, to low-wage foreign supply has long been acknowledzed
by the U.S. Government supply has long heen acknowledged by the U.S. Govern-
ment. In fact, action to safeguard firms and workers in this industry against dis-
ruptive import surges goes back 40 years to the Roosevelt Administration. The
fmport problems faced by this industry led to the Short Term Cotton Textile
Arrangement (STA), the Long Term Cotton Textile Arrangement (LTA), and
more recently to the Multifiber Arrangement, now in its fifth year.

Under the umbrella of the MFA, the United States has negotiated 18 bilateral
agreements designed to control the shipments of textiles and apparel in order
to eliminate market disruption frori such trade.

Notwithstanding its intent, it is clear that the MFA and the hilateral agree-
ments negotiated under it have not been successful in containing the relentless
upsurge in imports. The Multifiber Arrangement allows for an annual growth
rate of 8 percent but, in fact, much higher levels have been apparent, particu-
larly for apparel. Between 1967 and 1977, according to the Federal Reserve In-
dex of industrial production. U.S. apparel output grew by only 2 percent per year
and textile production grew by only 3.2 percent per vear. On the other hand. the
growth rate for textile and apparel imports in this period has been much higher.
7.2 percent. We think it is unfair to the industry and its workers that imports be
allowed to grow fasier than the growth of the U.S. market. This becomes particn-
larly eritieal in the years ahead in view ot anticipated lower growth rates for the
domestic market.

The MFA is therefore a helpful but, to date, largely inadequate import relief
mechanism, and its maintenance cannot be used to lull the firms and workers
in our industry into a false sense of security in the face of the severe and un-
necessary cuts in U.8. textile and apparel import duties which have been offered
up for grabs in Geneva by our negotiators.
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We note that the MFA has proven to be a highly inelastic arrangement in tl'm_t
whether or not the domestic market is contracting, and irrespective of the U.S.
husiness cycle, imports are permitted to grow by at least 6 percent per year.
Its weakness as an import relief mechanism, however, is also due to the liveral
interpretation by the United States of the MFA’s technical features, in terms
of administration and enforcement. .

In this regard, controlled suppliers are allowed flexibility through shifts
among categories, borrowing from the following year’s restraint levels, and
carrying over of a portion of unused levels from one year to the next. This can
increase ceilings for a category in one year by as much as 17 percent.

When ceilings are reached and goods are embargoed upon reaching the U.S.
because many exporting countries do not effectively control their exports, the
1".N. often relaxes the embargo, allows the goods to enter, and deducts the amout
from the following year's ceiling.

More important is the faet that the MFA does not control all imports, and
uncontrolled suppliers are not put under control fast enough to prevent them
fiom gaining a significant portion of the trade before they are put under con-
trol. A major supplier of textiles and apparel to the U.S., the People’s Republic
or China, remains uncontrolled. The most we can glean from the Administration
on this issue is that “it is on the front burner.” It has been “simmering” in that
position for a long time, while imports from the PRC continue to increase, It
sl.onld be noted there are no overall ceilings under the MFA.

This point needs especially to be emphasized since the possibility of sub-
stuntial increases in imports of textiles from exporting countries not covered
by any bilateral agreement is a real danger as a direct consequence of any c1ts
in U.S, tariffs. Such signs will certainly be considered by foreign prodi .:3
to enhance their sale sprospects in the vast U.S. market; thus tariff cuts wail
it as a magnet in funneling an even greater volume of uncontrolled shipments
onto our shores.

The U.N., can take forceful action to control shipments from countries no.
covered by bilaternl agreements. New agreements can be negotiated and uni-
Interal action to restrain imports from uncontrolled sources can be taken. How-
cver, the record of Executive Dranch foot-dragging on enforcement actions to
date is hardly reassuring to our industry of any change in the future. Thus
tariff cuts in textiles and apparel hold a real threat that uncontrolled ship-
ments can lead to a disruption of the market despite the MFA.

An equally seriousx problem for the U.S. textile and apparel industry is the
intense pressure from various quarters. both foreign and domestic, to increase
re~train levels on controlled countries, which has led to acquiescence on the part
of the Executive Branch in the past. If existing tariffs are cut, we can expect
even stronger pressures to relax these controls.

It is well-documented that the restraint levels on textile and apparel products
represents a substantial overhang above actual import levels, probably at least
20 pereent in 1977, allowing many countries room for major increases in imports
without violating any provisions of the bilaterals which are in effect. This is oc-
curring even before tariffs are cut. If tariffs are cut the situation will obviously
he exacerbated. The tremendous flood of imports thus far in 1978 could well re-
flect the impact of some of this overhang.

It is, therefore, wrong for advocates of tariff cuts to suggest thta the MFA
effectively controls the majority of textile and apparel imports into the United
Ntates and that tariff cuts would impact only on a limited share of imports. In
any event, the MFA is in effect for a specified number of years. However, tariff
cuts are in effect idefinitely unless relief is provided under the ‘“escape clause.”
As previously noted this has proven to be an ineffective procedure. Thus, what
harm is done to the textile and apparel industry through MTN tariff cuts will not
be easily remedied.

1" tariff cut nffers at Gencra are substantial and damaging

In defending its advocacy of tariff reductions on textiles and apparel as part of
the Multilateral Trade Negotiations, Administration spokesmen have resorted to
arguments of marginal persuasiveness, including the rationale that the current
import duties on textiles and apparel are high in comparison to those on other
products: also, that under the U.S. tariff offer at Geneva, the average textile
and apparel duty would be reduced by “only” 25.5 percent. They also note that
the U.S. tariff offer woud Involve a reduction of less than 1 percentage point
per year for the average textile mill product.
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The concept of averaging tariff cuts is misleading. Many key textile products
will be cut by 40 to 60 percent under the U.S. offer. The average of a range from
1 to 50 may be 23 and the average of a range from 24 to 26 may also be 25. A
reduction of 1 percentage point of a 5 percent duty is actually a 20 percent reduc-
tion. Recognizing that phasing in a 25 percent reduction over a period of 8 yeurs
actually amounts to more than a 8 percent reduction each year, the industry
cannot tolerate this kind of a reduction considering the fact that in 1977 the
average textile mill profit on sales before taxes amounted to only 4.5 percent.

The fact that duties on textiles and apparel may be higher than for other indus-
trial products needs to be considered against the background oi the structural
nature of the extile and apparel industry as one of the most labor-intensive
sectors of the economy. The present tariff level {s necessary to minimize the
adverse impact of the substantial wage differences between the U.S. industry
and its major competitors. Average hourly compensation, including fringes, paid
to apparel workers in the major exporting countries in 1977, according to Bureau
of Labor Statistics data, were $.94-.098 in Hong Kong, $.38-.41 in Korea, $.55-.57
in Taiwan, and $2.11 in Japan. Textile workers received $1.03-$1.08 in Hong
Kong, $.48-.52 in Korea, $.58-.61 in Taiwan, and $2.86 in Japan. In 1977, the
average hourly compensation for U.S, apparel and textile workers, including
fringes, was $4.38 and $4.84, respectively, $2 an hour (and as much as double in
the case of apparel) above Japanese wages and many times higher than wages
paid in Korea, Taiwan, and Hong Kong.

Administration spokesmen also have sought to assurage the industry’s concern
over tariff cuts by suggesting that the U.S. tariff offer in the MTN is condi-
tioned on a “snaphack’” if the MFA or an agreement similar to it is not in effect.
It is still not completely clear, that, indeed, the United States has made such
a condition for its tariff offers at Geneva. However, even if it has, one should
note that there are ‘“snapbacks” and “snapbacks.” At the end of the Kennedy
Round a “snapback” provision was announced by the EEC to the effect that if the
Long-Term Cotton Textile Arrangement or some similar arrangement was no
longer in effect the duties which it reduced on cotton textile imports would be
returned to their pre-Kennedy Round levels. The United States on the other
Land, countered with a statement that it might “consider” similar action under
such eircumstances, If all that the United States offers is a conditional “snap-
back,” experience tells us it has little long-term significance. Furthermore. the
indlustry has repeatedly pointed out that the MFA by iself and the 18 bilateral
agreements negotiated thereunder are far from sufficient in minimizing or elimi-
nating disruption to the domestic market for textile and apparel.

Codes of conduct will increase damage done by tariff cuts

Reference was made at the beginning of this statement to the negotiation of
several so-called international codes of conduct which give us much concern and
still further compound the harm caused by the threatened tariff cuts. Specifically,
we are concerned with the negotiations on codes for subsidies and countervailing
duties, government procurement, and safeguard actions governments may take
against injurious imports.

These codes of conduct aim at greater cooperation in world trade, but to imple-
ment such cooperation these codes must give promise of equitable enforcement by
all countries, developed and developing alike. The draft nezotiating texts for
severial codes of conduct at Geneva, however, seem to fall far short of such
promise.

For example, in the new safeguards code now taking shape in the Geneva
negotiations, it may be that any of the contracting parties to GATT would be
entitled to apply import relief actions on a selective hasis—that is only against
selected products or selected countries which are adjudged to be the cause of
injury. For GATT, this wovid mean a radical departure from its previous under-
Iving principle of non-discrimination. Such a policy change has understandalle
attraction to a number of the contracting parties which have import sensitive in-
dustries and have experienced growing import impact. However, it should be
emphasized that the United States already has the authority for temporary selec-
tive unilateral import relief actions under the “escape clause” provisions of the
Trade Act.

Therefore. the 11.S. gains nothing by supporting a selective safeguards code in
GATT. On the other hand, from the viewpoint of the textile and apparel industry,
such a code could seriously undermine the orderly marketing arrangements for
textiles and apparel that have been so laboriously constructed hy virtue of the
Multifiher Arrangement (MFA) and the bllateral agreements the U.S. has ne-
gotiated under the MFA.
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The possibility cannot be overlooked that, given a broadened safeguards code
which allows unilateral and discriminatory action to alleviate import-related
injury, some countries will now see no need for a separate mechanism to be
maintained under GATT auspices which aims at regulating international trade
tlows specifically for textiles and apparel.

The U.S. must insure that any safeguards code which finally emerges in
Geneva should not vitiate any of the special arrangements with respect to textiles
and apparel. In summary, the safeguards code must not undermine those GAFT
sufeguards already in place for textiles and apparel under the MFA.

In the negotiations of a code on subsidies and countervailing duties, the U.S.
is Leing pressed to require a finding of injury before a countervailing duty could
he imposed or any imported item, whether dutiable or not. The U.S. is not
now required under GATT rules to have such an injury test on dutiable products.

U.S. acquiescence, therefore, to extension of the injury test requirement means
weiakening our own countervailing duty statute. With all its inadequacies, this
is at least of some marginal help to those U.S. industries such as ours which
face growing unfair import competition arising from the subsidies which foreign
governments grant to their producers and exporters.

In return for an injury-test requirement, foreign governments would agree to
refrain from providing certain subsidies, although the developing countries
would be permitted to phase in their “no subsidy” undertakings, What assurances
would there be for effective and equitable international monitoring and
enforcement ?

It is intended that there would be established, as part of the code, an inter-
national dispute settlement mechanism under GATT auspices, but can we have
u#ny more assurance of success on this score than has been our sad experience
with enforcement of GATT subsidy provisions in the past? GATT provides for
recording of subsidy complaints and consultations to seek solution to these
complaints, but the recommended resolutions have largely been ignored by the
Contracting Parties.

Many countries use export subsidies as a device to promote their internal
economic development. The textile and apparel industry in the United States has
felt the debilitating effects of such subsidized unfair import competition, The
Treasury Department announced two months ago that preliminarily it found
subsidies to exist on textiles and men’s apparel exported from Brazil, Uruguay,
C'olombia. Argeutina, Taiwan, India. and the Philippines as a result of petitions
filed by the Amalgamated Clothing and Textile Workers Union last October 31.
Five additional countervailing duty petitions were filed on June 29, by the
Amalgamated Clothing and Textile Workers Union with regard to the same
products from Pakistan, Malaysia, Singapore, Thailand, and Mexico. A 19 percent
countervailing duty has been in effect for some time on cotton yarn from Brazil.

To sum up. there is no basis for the U.S. to agree that a subsidy must injure
a domestic industry in order to justify a countervailing duty. A subsidy is an
unfair trade practice and successive Administrations have emphasized that
international trade must be conducted by all governments on a fair basis. In
any event the U.S. ought not to accept such an international obligation which
weakens its own countervailing duty statutory provisions without first ensuring
that there can be reciprocal effective implementation and enforcement of such
an international obligation. Unfortunately, the record to date of the Treasury
Department, which administers the countervailing duty statute, gives us no
confidence that the U.S. would so implement and enforce its rights under such
a code,

‘The code on government procurement also being negotiated in Geneva aims at
the elimination of national government practices. The U.S. Government strongly
favors this on the theory that U.S, industry is very competitive in many of the
products bought by governments and thus U.S. industry has much to gain from
the opening of foreign government procurement.

This may be true for some U.S. products such as those in the high technology
area, but it will hurt the textile and apparel industry which is labor-intensive.
.An international government procurement code would make it extremely difficult
for our products to compete against the low-wage production of countries of the
Far East or even Latin America. We would lose U.S. Government procurement
opportunities and at the same time not gain any sales advantages in foreign
markets, due to our higher costs.

If non-discriminatory government procurement rules and procedures are to be
negotiated, at the very least labor-intensive products such as textiles and apparel
should be excluded from the coverage of the code.
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$. 2920 can preserve a viable fiber/textile/apparel industry

1t is for all of thesa reasons that we are deeply concerned as an industry over
the Geneva trade negotiations. The Trade Act fortunately requires all of the
international codes to be specifically approved by Congress before they can
hecome effective. This is not the case, however, with the tariff reductions. S. 2920
is dexigned to deal with that problem.

We are struck by the fundamentally unfair and inequitable trade policy of
mur government which, under Section 127(b) of the Trade Act of 1974, exempts
from tariff cuts those products which receive import rellef under the ‘“‘escape
clause” or the “national security clause,” but does not accord the same exemption
to products receiving import relief under Section 204 of the Agriculture Aect of
1956,

The theory behind the exemption provisions of Section 127(b) of the Trade
Act with regard to industries receiving import relief under the “escape clause”
and the “national secnrity clause” is eminently sound, It does not make sense to
extend import relief to an industry and then vitiate that import relief by cutting
the tariffs on that industry’s produet. But if this theory is sound for footwear,
specialty steel, color TV's, and CB radios, why isn't it equally sound for textiles
and apparel?

Our industry received import relief in the form of orderly marketing agree-
ments—the MFA and the 18 bilaterals, This is a recognized form of import relief
under the “escape clause.” So did footwear, specialty steel, and color TV’s re-
ceive import relief in the form of orderly marketing agreements. These industries
are automaticatly exempt from tariff cuts, but textiles and apparel are not, Is
this fair? Is this equitable trade policy ?

There is a clear analogy between escape clause relief and import relief under the
MFA

It has been argued that escape clause import relief results only after extensive
investigation by the International Trade Commission including public hearings
with the findings of the ITC then subject to review by the Executive Branch. The
textile and apparel industry submits that it, too, has been the subject of in-
vestication and has received import relief as a result of review by every Admin-
istration beginning with that of President Eisenhower.

I’resident Eisenhower directed the negotiation of the first cotton textile
bilateral agrerment with Japan.

President Kennedy directed the negotiation of the Short-Term and then the
Lang-Term Cotton Textile Arrangement,

P'resident Johnson made an effort to negotiate agreements on wool textiles and
directed the extension of the Long-Term Arrangement.

Presictent Nixon directed the negotiation of bilateral agreements with key
supplyving countries covering wool and man-made fiber textiles and apparel and
directed the negotiation of the MFA.

President Ford continued the policy of his predecessors.

Prosident Carter directed that the MFA be extended and that existing bilateral
agreements be made “tougher” and he enforced more effectively.

All of these actions were the result of intensive interagency review, study and
dizcussion similar to the interagency review which takes place in escape clause
cases, Impart relief under the escape clause in the form of orderly marketing
agreements is the same import relief under the MFA and the 18 hilateral agree-
ments. which are also orderly marketing agreements. There is thus a very clear
analozy hetween escape elause relief and MFA import relief.

1+ <honld be stressed that the Congress already has recognized the import
sensitivity of the textile and apparel industry and the need for minimizing the
adverse impact nf imports on textiles and apparel subject to international agree-
ments. In Title V of the Trade Act. Conzress specifically exempted such products
froom zero-dnty treatment under the Generalized System of Preferences. S. 2920
would represent similar recognition by Congress of the need to minimize the
adverse impact of imports through tariff cuts in the Geneva trade negotiations.

The administration’s opposition to 8. 2920 18 not well founded

a. The MTN 1would not be jeopardized—We have heard and we have read
varions arguments put forward by the Administration on why 8. 2920 and simj-
Iar billg introduced in the House should not be passed. One argument put for-
ward most vigorously is also the most specious and that is if this bill is passed
it will kill the MTN.
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Statements made by administration spokesmen are that fallure to offer tariff
reductions on textiles and apparel could “result in fatlure of the MTN,” "nullify
the chances for a sucessful MTN,” and “enormously complicate the chances for
a successful MTN.”

On one hand the Administration tells the Congress and the industry that the
tariff cuts on textiles and apparel will be small and, therefore, will not hurt the
industry, and, on the other hand, it says that the failure to make these “small”
cuts would jeopardize the successful conclusion of the MITN. This is an incon-
sistent line of reasoning. Furthermore, most of the imports of textiles and ap-
parel into the United States come from the developing countries and from Japan.
All of the reports which have appeared with regard to the trade negotiations
indicate that neither the developing countries nor Japan have made any mean-
ingful tariff offers in the field of textiles and apparel. Indeed, the developing
countries are not even expected to make any significant contribution to the nego-
tiations. Yet it is textiles and apparel on which the Administration seems to be
basing many of its hopes that there will be a successful conclusion of the MTN.
The textile and apparel industry sees no justification to be placed in jeopardy
without any meaningful reciprocal action by the countries whose exports to us
are the major problems for the domestic industry.

b. Other industries cannot use S. 2920 as a basis for gimilar treatment.—It ia
also argued that if textile and apparel products are excluded from the MTN,
other industries would make similar demands to be so excluded.

The effect of S. 2920 is to limit the exclusion solely to textiles and apparel.
No other industry would be able to meet the criteria established by S. 2920 which
undoubtedly has been drafted to prevent the kind of “fallout” that this argument
suggests.

e. U.S. textile and apparcl duties are not effectively higher than those in Japan
and the European Community.—In advocating tariff cuts in the MTN, Adwminis-
tration spokesmen also have stated that U.S. import duties on textiles and
apparel are higher than those in Japan and the European Community.

Even if this i8 so on the average, it ignores the important fact that the basis
for levying import dutles is significantly different in the U.S. compared to the
EC. The result is that the “lower” import duties levied by the EC result in the
actual imposition of higher duties. The reason for this is that U.S. duties are
levied on the invoice price of imported goods, f.0.b. foreign ports, exclusively of
value-added taxes. On the other hand, when U.S. goods are exported to the EC,
Common Market countries levy their import duties on the c.i.f. value, including
U.S. taxes, and then add their value-added taxes. Even before the value-added
tax is imposed on such goods, U.S. textile exports to France even with a lower
EC import duty bear a higher total duty than the comparable French goods
exported to the U.S. subject to a higher import duty. The addition of the value-
added tax makes the difference even greater.

Japan, too, uses a c.l.f. basis for levying its import duties. What is worse is
that virtually all foreign trade is in the hands of major trading companies with
close connections to Japanese textile firms. The volume of imports, therefore, is
often limited by “competitive factors” and the level of import duties becomes
academie.

d. Export benefits of tariff cuts are illusory.—It has been suggested that our
industry will benefit through increased exports if foreign textile and apparel
tariffs are cut at the same time ours are reduced. This new game plan has
consisted of efforts at all levels of the Executive Branch to convince the U.S.
fiber/textile/apparel industry that its salvation lies in increasing exports. We
simply cannot accept this as a reasonable, viable alternative.

As the evidence thus far presented indicates, it would appear to be the U.S.
market which will be most opened by the MTN and the U.S. industry which will
suffer the greatest negative impact from liberalization of trade in textiles and
apparel. The U.S., by virtue of its relatively strong recovery from the recent
recession, has already been shouldering an excessive responsibility for helping
our trading partners out of their economic doldrums through an intolerably high
trade deficit. The underlying forces now governing world trade are not going to
miraculously turn around once the MTN is concluded, particularly not for our
industry.

Legislation such as S. 2920 can make the difference

Under all of the circumstances which we have cited for this Subcommittee,
there is no question that the fiber/textile/apparel industry now stands at a criti-
cal point in time. If tariffs on the products of our industry are permitted to be
cut as the Executive Branch is now planning, we foresee substantial increases
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in imports, an even greater trade deficit, reduced sales and production by Amer-
ican firms, more workers out of work, a serious reduction in profits, losses, and
the closing of plants. Our industry and its 2.4 million workers want to continue
to contribute in an ever-growing way to our country’s economic growth and
prosperity.

Legislation such as S. 2020 can make the difference as we come to the moment
of truth. We urge the members of the Subcommittee to report it out favorably
and to work for its passage at this session of Congress. It is our only hope.

Senator Risicorr. Mr. Wilbur Daniels and Mr. William Duchessi.

STATEMENT OF WILBUR DANIELS, EXECUTIVE VICE PRESIDENT,
INTERNATIONAL LADIES’ GARMENT WORKERS' UNION

Mr. DaNiers. I am Wilbur Daniels, executive vice president of the
International Ladies’ Garment Workers’ Union. I am here on behalf
of the 330,000 members of our union, both in the United States and
Puerto Rico, who produce women’s and children’s wear,

Had I appeared before this, or another, committee about 9 years
ago. I would have referred to a membership of approximately 450,000
members. We have lost over 100,000 members in less than a decade,
and our members continue to face the threat of losing more and more
of their jobs as imports continue to rise.

And that, basically, is why we are here today to endorse S. 2920,
introduced by Senator Hollings. Let’s look at some of the facts.

In 1961. only 4 women’s and children’s garments were imported for
every 100 made here in the United States. Last vear, 34—34 out of
100—were imported. and that figure is substantially higher today.

In employment, this has meant that last year the number of produc-
tion workers emploved in all parts of our industry were about 15
percent. below the 1969 peak, and by a happy coincidence, I have some
of the figures for the State of Connecticut.

In 1950, in the apparel industry, in that small State, there were
20.500 workers employed in making apparel. In 1977, there were
11000, a drop of 60 percent, and in the last 5 vears, 36 percent of the
workers who had been engaged in 1972 had been gainfully employed,
not on welfare. paving their own way in Connecticut. Of those people,
86 percent did not have their jobs § vears later.

These are. for us, disastrous facts, and to reduce duties further, as
the administration proposes would be to accelerate imports and cause
even further cuts in domestic production and, therefore, in employ-
ment,

In supporting tariff reductions, the administration makes the mis-
take of assuming that the multifiber arrangements and the bilateral
agreements will check undue increases of imports, and that just is
not to,

Redueed tarifls will inevitably lead fo substantial increases in im-
ports. To beoin with. only 18 aut of the 100 nations which export
apparel to the United States have bilateral agreements, Cut tariffs,
and the consequence is obvious. The countries not covered by such
agrecments will inevitably increase their shipments.

To the extent that there have been undershipments of imports in
some categories, eut tariffs, and they will be encouraged to make up
those undershipments.
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Cut tariffs, and what appears to be corresponding tariff cuts abroad
will be simply offset, as they have always been in the past, by new
nontariff barriers, and our past experience has amply demonstrated
that over and over again.

Cut tariffs, and tens upon tens of thousands of jobs in union factories
and in nonunion factories, tens upon tens of thousands of jobs in the
apparel industry will simply disappear from the United States.

ow. for which Americans? By and large, for workers with low
educational attainment, members of minority groups, women, and
hardcore unemployed.

One out of every five workers who typically make women’s and
children’s wear simply failed to complete primary schooling and two
out of three persons in our industry did not complete high school.

Blacks account for about 10 percent of those employed in our in-
dustry, and there is approximately the same percent of Hispanic
American workers. This is a problem for older Americans., Older
workers, as the census shows, account for about 42 percent of workers
employed in the apparel industry.

It is not just a city problem. About 35 percent of the workers em-
ployed in making women’s and children’s apparel live in rural
communities.

Some 80 percent of all workers are women, whose geographic mobil-
ity is obviously very limited.

These are precisely the groups in our labor force for which public
policy is supposed to be designed to render assistance. But, in a fit of
applied schizophrenia, the administration in its program of tarift
cutting, can only destroy the hope of many of these workers. It has done
so in the hundreds of thousands up until now.

Let them have their way in Geneva, and that simply will compound
the felony imposed upon those parts of our work force which can least
afford to bear the burden of unfair foreign competition, which is based
primarily on unfair low wages.

If these cuts are permitted to go unchecked, there can only be further
increases in imports, a bigger trade deficit, a sharp drop in production,
a closing of plants. and many more workers tossed out of their jobs.
Only a law such as 2920 can stop this disaster from overwhelming our
industry.

Let me, if I may, refer to some of the points made by Mr. Smith.
Apparel imports, despite his statement, have increased since 1972. The
chart does not go down. There may be little zigzags—short-term zig-
zags—but the long-term trend has been strong and unremitting. No
matter what Mr. Smith says, no matter what the administration says.
imports in women’s and children’s apparel have simply been increasing,
increasing, increasing.

Reference has been made to a short-term increase in employment in
the first 5 months of this year. It has to be recognized as a short-term
increase. In our own industry, the increase has been about one-half of
1 percent. But if you look at the long-term trend, the decline since the
peak in 1969, 1970, has been basically unremitting.

Even if we go back to the prerecession year of 1974, we are now,
despite the slight changes at the beginning of this year, which really
represent a recovery, a small recovery from a recession, rather than a
change in long-term trends, we are now about 8 percent below where
we were in 1974,
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Mr. Smith has also referred to tariffs in our industry as among the
highest. That is literally not true. It may be true if you lock simply at
scEedu]es. But, when you look at the way the tariffs are a}zlplged n our
industry, you find that, for example, a garment of $100 made in France
comes in here at $110.

When we send a $100 garment to France, it costs about $140. We ha_lve
outlined, in our basic text, the manner in which that complex situation
is handled, but the fact is that apparel tariffs are not higher in appli-
cation and, in any event, we do need your basic help if there is to be
anything left of our industry in the United States.

Senator Risicorr. Mr. Duchessi.

STATEMENT OF WILLIAM DUCHESSI, EXECUTIVE VICE PRESIDENT,
AMALGAMATED CLOTHING AND TEXTILE WORKERS UNION, AC-
COMPANIED BY ART GUNDERSHEIM, DIRECTOR, INTERNA-
TIONAL TRADE AFFAIRS, AMALGAMATED CLOTHING AND
TEXTILE WORKERS UNION

Mr. Ducresst. Mr. Chairman and Senator Roth, my name is William
Duchessi, executive vice president of the Amalgamated Clothing and
Textile Workers Union, and I am accompanieg this morning by our
director of International Trade Affairs, Art Gundersheim, and 1 also
have appearing with us Stanley Nehmer, who is our trade consultant
here in Washington.

I hgve a prepared statement which I would like to have put into the
record.

Senator Risicorr. Without objection, your prepared statement and
all supporting material will go into the record.

Mr. %UC)IESSI. I would like to talk briefly, off the top of my head,
about the importance of these hearings. As you know, we might have a
lot of differences with our industry, but we are here as one, and have
been together on this particular problem, becaunse the jobs of our mem-
bers are at stake, and even the jobs of those who are not members of
our union are at stake, in one of the basic industries in our country.
And so, on this particular problem, we see eye to eye with them on the
threat that we are faced with,

We have seen our shoe industrv wiped out. I lived in Connecticut—
Windsor Locks—for a number of years. I serviced the big Bigelow-
Sanford Carpet Co. for a number of years when we had tremendous
trade problems in the carpet industry. -

Just recently we saw the closing down of UniRoyal’s rubber sneaker
plant up in Connecticut due to imports, as I read it in the newspapers.

While testifying before the House a couple of weeks ago I was
handed a note while I was testifying—and it was not prearranged—
that Arrow Shirt had closed 2 of our factories in Minnesota with 500
jobs because of imports.

A company that we do business with in my hometown of Amster-
dam, N.Y., a plant with 300 employees was going out of business last
week. The employer at a press conference stated it was because of
imports.

When we get hit, we get hit with 200, 300,400, 500. Tt is not big news.
Itt, 1stbig news in that community, where people are put out on the
street.
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You know, it is an amazing thin%. When the big steel plants began
to fold up because of imports, it became front page, banner stories
with all kinds of news reports, and the top officials of our Government
were shook up, because we are talking about 5,000, 10,000 people at
one time.

But collectively, at the end of the year, if you see how many jobs
are lost in our industry because of imports, collectively the figure
comes to way beyond what some of the big steel companies, or even
auto industries, have lost to foreign imports.

Now, let me say this to you, 1f I may. There has been an attempt
recently to try to separate the textile industry from the apparel in-
dustry. You cannot separate these industries. They are intertwined.

On the synthetic yarn industry. If one goes down, the other two
have to go down with it. Wou know, you cannot manufacture a shirt
or a suit without fibers, so'if you hurt shirts and suits, youn are hurting
the fiber industry, because there is no place to sell their fibers, and
they are not going to be exporting overseas.

And if you hurt fibers, that compounds the problem, because then
you are going to have to import fibers to manufacture what little shirts
and suits we made in this country.

You know, we have a very rich history, the history of our unions,
the two unions. Amalgamated Clothing and Textile Workers Union.
Take a look at it.

It started in New York City when our forefathers, coming over from
foreign lands, built this great industry. Then our children went into it.
I am a product of the textile industry. T went to work as a carpet
worker at the age of 14. My seven brothers and sisters, every one of
them, came out of a textile plant in upstate New York, and we watched
our industry go down through the years, and it seems that when we
talk about trade, and we talk about we have to take care of our friends
overseas in hearings of this kind the chairman and all witnesses will
cayv that nobody in this room would say stop trade.

You know, 1t is not easy for men like Mr. Daniels and myself who
represent people to tell our people at union meetings and conferences
there is no way we can put a fence around the United States and say
stop everything, because we are going to take care of Americans, so
far as trade is concerned. We tell our membership that there must be
trade, and they understand it.

But what they do not understand is why our Government officials
dn not want to listen to the cry that has been going on for a number
of years, to protect us from being wiped out. We ran an ad recently.
called “The Textile and Apparel Industry, an Endangered Species.”
I am afraid that that is what we are going to come to if this continues
much longer.

I was happy to hear the chairman this morning state that nobody.
whether it be a labor leader, a businessman or any right-thinking
American ecitizen, politician, whatever vou want to ecall him, wants
to stop trade overseas. We cannot. We are part of one world,

But how do we compete with wages in Taiwan, in South Korea. in
Hong Kong—and as a labor leader. T have been to these conntries. T
have visited some of these plants overseas, Payving 25 cents and hour,
30 cents an hour, 33 cents an hour—how do we compete ?
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In our industry, the textile industry, T think the average hourly
earnings now are $4.20 an hour. And probably in men’s clothing itisa
little bit higher. In shirts, it is probably about $3.75.

And, by American standards, that is below the poverty level. But
we cannot go any further at this moment in life. We cannot afford to
throw our weight around and push our companies out of business. So
we have to stand fast and argue with our membership against addi-
tional wage benefits which they so richly are entitled to; so they can
live a good, clean, American life,

In conclusion, let me say this. I have heard the importers scream
about—and some of our consumer friends—talk about imports keep
prices down. Well, T live in this city, and about a month ago T walked
into a department store, one of the largest department store chains
in this city, with my wife and wanted to buy some cotton shirts for
myeelf, and so we picked one out.

Tt retailed for $15—American made—it probably cost $7. $7.50 to
make hefore the department store got it. Tt was retailing for $15, T
walked over to another counter and looked at a bright shirt. It looked
verv nice. Tt was as good as anything we make in this country. T
started to buy it, and my wife savs. “Yon cannot buy that. Tt is made
in Taiwan and you are a labor leader in the shirt industry.” T said,
“Well. T am going to buy it because T am going to be testifving before
a eouple of congressional committees, and T think we onght to once
and for all put to rest this business that you can buy anything cheaper
made overseas, in this particular item.”

And so T looked—made in Taiwan. exported here, and what is the
retail price? ®16. Tt probably cost $2 to make in Taiwan.

T have a wife who is a sportswear buver for another big chain of
stores here. She is not a union official. T do not want to mention the
ctores she buys for, but T know what is going on. The markups are so
tremendous on imported women’s goods, men’s goods. it is unhelievable
what thev are doing to the American vublie. Tt is a ripoff. A ripoff.

Now. here are two cotton shirts, One. made overseas. is priced
higher than an American shirt. and all of us wha have anv sense
knows that the wages and the conditions under which this shirt was
made are not, hv any stretch of the imagination. made nnder Ameri-
can standards, You ean walk into any department. store in this citv—
Whoodies. the new ctore that has heen opened up at White Flint,
Bloomingdeles. Take o lonk ot those racks. ,

When vou start looking at something made in Red China, a man’s
jacket. $95 or 8100 and von know what waces are in Red China. and
nohodyv has talked ahont that verv much. We do not have any trade
agreements with Red China, and that market is just opening up.

And if there is ene thing that Red China has got, it's people—
mnskilled people—and they will learn to sew prettv fast and thev will
Tearn to make textile fabries prettv fast. And once that floodgate opens,
T do not know what i a@oing to happen to onr industry.

Mr. Chairman. this thing is =0 important to ns that recentlv there
was a press conference on the other side of the Hill. President Meany
and Murrav Finlev. the president of onr nnion, and a number of busi-
nesaimen who testified here this morning had a joint press conference.
President Meanv come to it, and he said something that hit me very
hard. and T think it bears repeating.

34-870—78——35
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He said: “No longer is this free trade that we are talking about, all
we are asking for is fair trade.” And I think we are entitled to that
as American citizens.

I hope that this committee in its wisdom helps us on this bill—and
I knlow dthe timetable; I am a lobbyist on this Hill and I know what is
involved.

I would like to take the last minute of my statement to present Art
Gundersheim who represents us in overseas negotiations. He sits in on
one of these committees that was talked about by Senator Roth, and
with your permission, I would like to have Art Gundersheim give the
committee his experiences with our trade negotiators.

Mr. GunpersHEIM. Mr. Chairman, there is instituted a system of
advice from the private industry sector and the labor unions, both in
terms of the international negotiations and the MTN negotiations. But
the real question is, how much dialog takes place and how much listen-
ing takes place.

1s. Williams talks about the fact that, in several instances, decisions
are made and we are informed afterwards. That is essentially correct.

In a number of other instances, the industry has given very specific
advice and the administration has chosen not to adhere to that advice
and to take it—well, to take it into consideration, but basically to
neglect it.

Particularly on the MTN negotiations, I must say on behalf of the
workers, at least in our union, and so on, we thought it necessary to go
outside of the LSAC advisory committee system to make our points
of view known to the administration.

Senator Risicorr. I am just curious. Have you people ever heard of
globalization and cumulative concepts? Is this

Mr. DucHesst. You put something new in the American dictionary
because the first time we heard it was this morning. I think it is some-
thing to look into. I am happy that you have asked our research people
to get together some facts for the committee on this subject.

Senator Rinicorr. All I can tell you, gentlemen, is that they may
have the answer. I mean, there are a couple of wrinkles in these gar-
ments that could be ironed out here,

Mr. Danrers. You iron them out, and we will give you the first union
pressers card for a Senator.

Mur. Ducriesst. We are always ready to break in a couple of Senators
on t};e making of garments, particularly if it is to the benefit of our

eople.
P Senator Risicorr. All I can tell you is that I have known your
leadership and I have known your people forever, it seems to me, and
I do not think there is a finer group of workers anywhere in America,
and I do not think there has been more constructive union leadership,
in every respect, than the International Ladies’ Garment Workers’
Union and the Amalgamated.

Now, I would suggest, Mr. Smith, that Mr. Strauss ought to have a
c&t}xiet meeting in his office—not a convention or a mob scene—but I
think that Mr. Daniels and Mr., Duchessi and a few representatives of
the overall textile industry—Ilet them choose them. I do not think you
ought to have a mass meeting, but I think there ought to be six, seven,
eight people sitting around a room quietly, for a discussion over this
problem. :
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. 1t isa big one. All you have to do is walk into any department store
1n this country 1n any town in this country to sée 1t.

Now, this 1s an industry that is an endangered species, and before
these matters are closed out in Geneva, 1 think this group of men and
women ought to have an opportunity to discuss tws problem with
Mr. Strauss.

_ L thunk it is important enough, and I think Mr, Strauss will give this
time. You can teil himn that his request is from me, and 1 will talk to
Mr. Strauss personally, But 1 understand he is out of the city now.
He is expected back—I talked to him ou the telephone on Sunday. I
think he 1s due at the end of this week.

1 will convey it to him personally, but if you are in communication
with him, just tell him that L think he ought to sit down with these
people as soon as he comes back next week.

Mr. DUCHESSL Mr. Chalrinuu, the oflicers of our union and manage-
ment representatives, small committees, we have had a half a dozen
meetings, with Mr. Strauss in the past. I will certainly, speaking tor
my umon, impart 1o Pres.uent Murray Finley and Secretary-Lreasurer
Jack Sheinkman your advice. We will try it again.

The problem is, he understands our position, but for some unknown
reason—and I have known Bob Strauss, the Ambassador, for a long
time politicaily. He is a wonderful guy. He has his mind pretty well
made up. Somebody is making it up for him,

We will take another shot at him, but I think the most effective
thing that can happen is if this piece of legislation should get oft the
ground, get passed, and if members of this committee who have listened
to us this morning, impress upon Ambassador Strauss—or even the
White House, because the shots are probably going to be called down
tiere, too, eventually—the necessity of doing something to give us
some relief to save this basic industry might be done.

Senator RiBicorr. You gentlemen have known me for a long time,
and I never kid about anything. You know, whether you agree with
me or not, you always know where I stand. You may not like it, but
You know where Istand. )

To pass this piece of legislation, in my opinion, would mean the end
of the M'I'N. Now, maybe it should be ended. I do not know. But 1
think we ought to be honest with one another.

You have made very, very substantial points today and this is a big
roblem. I think the whole world is wrestling. You are in the same
oat today—when I say you, the United States or the European Com-

munity. They are sutfering from the same things that ﬁvou are suffer-
ing from. The European workers are getting it in the neck too.

All you have to do 1s go to France or %o to England and you will find
ou have got exactly the same story. And you are competing with child
abor. You are competing with 70, 80 hours a week. You are competing

with wages of 25 cents, 50 cents an hour, no fringe benefits. I know
what you are competing with. .

As Mr. Hollings saxd, the American manufacturers and multina-
tionals are over there and they have the organization, they have the
equipment, they have the technology and people get trained awfully
fast. I know what you are dealing with. )

There is a basic problem, that you just cannot take a highly orga-
nized, developed society and expect that they are going to be able to
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compete with a developing society. Unfortunately, you are in an indus-
try that is the most vulnerable to any developing society, because they
can be trained the fastest, and everyzody is in on the same market.

And I do think that here there 1s an identity of interests between
the Americans and the European Communijty. As a matter of fact, the
Japanese are going to start suffering, if they are not already, with
exactly the same problem, because their wage rates are high, their
fringe benefits are high, their standards of living are high, and they
are getting it from their Southeast Asian neighbors, too. '

So you do have a problem and, again, that word “globalization”
becomes a very important factor, because g’lobalization is a lot different
to me than cumulative, and there is going to have to be some standard
here where there is a limited market share without destroying a basic
Ar(ilerican industry—and I happen to think you are a basic American
idustry.

But I do think that there should be an impression on Mr. Strauss
once again on the significance of what has taken place, with you.

Mr. DanieLs. Senator Ribicoff, officers of the ILGW have met with
Ambassador Strauss and, indeed, with Mr. Smith, and we will be glad
to meet with them again. May I suggest that while they have heard in
the past, they have not listened, andg perhaps action, even just by this
committee, would make them more receptive to what you have termed
the impressive points that we have made today.

I think it is a joint action in which your committee can be very
helpful to us, as we go back to them.

Senator RiBicorr. Well, I will assume the personal responsibility of
talking to Mr. Strauss and tell him to sit down with you. I think there
should be a discussion with you as this trade negotiation is coming to a
close of what has taken place: The whole question of quotas and
market shares and globalization. I think you made the point, or
Mr. Shapiro made the point, that as the market share expands, how
about a little piece of that action for American industry in that in-
creased share. Not to freeze your share, but to give you a piece of it.

I think the great problem we have here in America today is the rate
of productivity, and all I can tell you is that if DuPont is not increas-
ing its research and development and its expansion in Delaware, a com-
Eany which has lived on research and development from the ver

eginning to become one of the great industrial giants of the world,
if they are stopping, it is a tragedy for the future of this country.
Because if you are not getting the development from DuPont, where
are you going to get it ?

1 personally will talk to Mr. Strauss, and it is not up to me to tell
vour industry who should be the representatives. It should be a small
group. It should not be & mass meeting, gentlemen. It should be a small
group of industry and labor leaders sitting down quietly with him to
discuss the implications of all of this.

Mr. Guxpersnens. Mr, Chairman, if I may add one small ihing,
certainly the meeting with Ambassador Strauss would be very im-
portant, but I must say, from our union’s point of view, we fail to
understand how exempting the textile and apparel industry would
mean the end of the MTN, because our major problem comes from the
Koreas, the Taiwans, the Hong IXongs, and the Singapores who are,
in fact, not offering any major concessions in these negotiations nor,
in fact, are even major participants. They are sort of sitting on the
sidelines waiting for what happens.
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Senator RiBicorr. Yes; but your ear fails to catch an implication
of what 1 said, and that implication is that the European Community
and even the Japanese are riding in the same boat with you right now.
So you have got an identity of interests by the industrial world, and
while we should be helping the underdeveloped world, you cannot
d};estgoy the developed world and the industrial world, because that is
the base.

So there is this identity of interests. You are right. They are not
there as participants. And the Big 3—the United States, Japan, and
the European Community—happen to have, of everything, the only
identity of interests right here 1n what you are presenting today.

And they are all feeling it. So there is an opportunity to come to a
basic understanding. That is the point that I am making here.

So it is not a question that you are fighting with the community and
you are fighting with the Japanese over this problem. You are not
talking about automobiles, television sels, or steel. You are really
talking about where they are all getting {)ushed against the wall.

A couple of years ago, I was in Paris, talking to the Prime Minister,
and the day I was there in the French Chamber of Deputies there was
a debate going on. And one of the deputies held up a bikini-—all the
Fapers in Paris were full of what this bikini, that the French always

d prided themselves on—was coming from Taiwan, and what it was
selling for and putting the bikini business in France out of business.

So, you see, you are getting down to basics, now.

Mr. Ducnesst. We understand the problem, Senator. As a matter
of fact, our two unions meet with the Japanese counterparts every
2 years—every other year we meet. They were just here last fall. We
will probably be going over there.

You are right. Their standard of living has gone up tremendously
and they are as hard hit as we are. As a matter of fact—the first time,
I think, it has ever happened—we issued a joint statement on trade
that we both agreed to, here in this great city of Washington. We
understand it thoroughly.

We have our meetings with our German counterparts and we meet
with our English friends.

So we understand the problem that you have raised with vs.

Senator Rinicorr. Well, in other words, for the first time yon have
got a basic industry in jeopardy by the world trade leaders. And this
is a problem of the Big 3. So before they take this stuff off the table,
they had better have a little quiet conversation by themseives.

Senator Rormr. Mr. Chairman, T would just like to add that what
you said represents my own thinking. T think it represents the think-
ing of the committee. So hopefully. this time when vou go back and
meet with the Ambassador—for whom I have great respect—he will
understand that this is a matter of serious importance.

One of the things that I think is particularly bothersome is the point
you make that many people in Government and many people in aca-
demic life look upon this as an industry we should lot slip to under-
developed countries to help them move up. I think your point is well-
taken that many of our people who are without jobs, or just beginning
to move up, and find their livelihood in jeopardy.

And T wonld hope that wiser heads in Government, in the executive
branch, would prevail. As you say, what we seek is fair trade, as some-
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thing different from free trade. As we grow, we expect to enjoy the
benefits of that growth. Your industry does, and it should.

And I think one thing that ought to be made in your meetings with
the \mbassador is that basically as far as the industry is concerned,
using industry in the broader context, is that if we make concessions,
we want concessions in the same industry. We are not interested in
trading off this industry for something else.

So I think that is a point that ought to be underscored and made
at that time, that this is a vital industry, both from the standpoint of
employment and what it produces.

I would urge you, as I tried to urge the industry people who were
Elst here, that as you go there, be ready to discuss the bottom line.

ecause they are at that point of negotiations. And if people do as the
industry did, say, 6 months ago, and were unwilling to make any ac-
commodation, it probablg' would be fruitless.

Mr. Da~ien, I would like to urge, Senator Roth, that we would be

reatly aided by qiuck action by this committee in our talks with Am-
ﬁassador Strauss and Mr. Smith. We have had those talks. We will,
of course, take your suggestions and take them up very rapidly. But
if we could look forward to equally rapid action by your committee,
I think our talks with them would be that much more fruitful.

Senator Rotrr. Well, as the chairman said, I think we will both be
interested in making our position known to the Ambassador.

Thank you.

Senator Riricorr. Thank you very much.

[The prepared statements of the preceding panel follow :]

STATEMENT BY WILBUR DANIELS, EXECUTIVE VICE PRESIDENT, LADIES’ GARMENT
WorkERs' UNioN, AFI~CIO

I am Wilbur Daniels, Executive Vice-President of the International Ladies’
Garment Workers' Union, AFL-CIO. I speak on behalf of the 330,000 members
of our union in the United States and Puerto Rico who produce women's and
children’s wear. In the past eight years our membership dropped by over 100,000,
mostly due to imports. Our members continue to face the threat of losing their
jobs as imports rise.

This is why our unfon endorses S. 2920 introduced by Senator Hollings, and
similar legislation designed to exclude textiles and apparel from the tariff-cutting
negzotiations now under way in Geneva.

Given the present status of the textile and apparel industry in the United
States it seems paradoxical. to say the least, that my colleagues and I should
have to seek a legislative solution. But the Executive Branch has failed to rec-
ognize fully the disastrous situation facing our industry. We would have preferred
that the Executive Branch had acted on its own initiative to exclude textile/
apparel tariffs from further cuts, We are here today because we are left with
no choice. Our very survival ig at stake.

T.et us look at some of the facts.

Between 1961 and 1977, imports of women’s and children’s apparel, expressed
in equivalent square yards of fabric used in their manufacture, increased 770
percent. In five years—from 1972 to 1977—they increased by another 15 percent.
Preliminary data for the first five months of 1978 suggest that imports exceeded
the same period in 1977 by 25 percent. If this rate of advance remains through
}QTS, it would bring this year's imports to a level nearly 45 percent greater than
n 1972,

In 1961, only four women's and children’s garments were imported for every
100 made here in the United States. FLast year, 34 were imported for every 100
garments produced in this country. The figure is substantially higher today.

For many specific items of women’s and children’s apparel, import penetration
ratios significantly exceed the average. Here are some horrendous figures for
1977

125 sweaters were imported for every 100 made in the U.S.

98 knit shirts were imported for every 100 made in the U.S.
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56 brassieres were imported for every 100 made in the U.S.

15 coats and jackets were imported for every 100 made in the U.S.

52 raincoats were imported for every 100 made in the U.S.

These figures show that import penetration in many items of women’s and
children’s wear approximate or exceed the penetration ratios in other products
where findings of injury were made by the International Trade Commission and
the President granted Import relief under Section 203 of the Trade Act of 1974—
in specialty steel, imports in 1976 amounted to 22 percent of domestic production,
in non-rubber footwear 67 percent and in color television sets 58 percent.

While imports skyrocketed, domestic production suffered. The physical volume
of output of domestic women’s and children’s apparel, though 2.5 percent higher
in 1977 than in 1961, fell 13.2 percent below its peak in 1972. Employment of
production workers, on the other hand, was 6.4 percent lower in 1977 than in
1961 and 15.2 percent under its 1969 peak. Man hours spent at work in the
shops were 5.8 percent lower in 1977 than in 1981 and 16.1 percent below their
1966 peak. While employment and manhours in the first flve months of 1978
did go up by about one-half of one percent, their levels were stil! 3.5 percent lower
than in the same 1976 months, i.e. after the onset of the recovery from the severe
1975 recession and 8.2 percent lower than in 1974, the pre-recession period.

These are disastrous facts. It is thus beyond belief that the existing dutles
have even been considered for reduction, To reduce duties is to accelerate imports
and cause domestic production and employment to decline. Only joblessness will
tend to go up.

In supporting tariff reductions. the Admin!<tration assumes, of course, that
the Multifiber Arrangement and the various bilatera. agreements regulating im-
ports of textiles and apparel will check undue increas:. in imports. This rationale,
hnwever, does not hold. Reduced tariffs will inevitably invite substantial in-
creases in imports and subvert the very purpose of these agreements to check
import levels and thus avoid market disruption.

Yet, market disruption will unavoidably occur. There Is a considerable degree
of undershipment which currently exists under the existing agreements—reduc-
tion of duties will stimulate an fncrease in the level of shipments to the detriment
of domestic production and employment. In this connection it must be remembered
that ceilings set forth by the bllateral agreements rise every year irrespective of
conditions in the U.S. market. If prior year's shipments of specific products were
lower than the permitted limits, thelr imports may increase by huge amounts
even under the existing agreements. Besides, the level of imports may exceed the
growth rate set forth in the bilateral agreements for specific products—exporting
countries are given the right to shift imports from other categories where the
demand was lacking and shipments fell short of the controlled levels. They are
also permitted to “horrow” from the quotas set for the particular produet from
the previous and the following year. Besides, some product categories are only
snhject to consultation between the United States and forelgn countries. In these
instances, disproportionate increased in imports frequently are allowed following
such consultations.

We must also remember that at the present time the United States has bilateral
agreements regulating textile and apparel imports with only 18 out of the some
100 nations that export these produets to this country. Duty reductions will in-
duce countries not covered by bilateral agreements to increase their shipments.
Countries not now exporting textiles and apparel to the United States will also be
motivated to do so. Import growth will be further enhanced by financial sub-
sidies and incentives already provided by many foreign countries to thelr
producers including those who export. While technically, the United States could
regulate such shipments under the provisions of the Multifiber Textile Arrange-
ment{, past experience demonstrates that the appropriate action, if taken, would
come after much delay. In the meantime, uncontrolled imports would rise materi-
ally and add to market disruption and employment diminution in the United
States. The situation is likely to Le aggravated if U.S. duties on textiles and
apparel were reduced.

Duty reductions on textiles and apparel by the United States, if they occur, are
not likely to bring about an increase in exports that would minimize the negative
impact such cuts would have on domestic employment and production. The likeli-
hood is that tariff cuts made by foreign countries will be offset by a variety of
non-tariff barriers, as was the case subsequent to the Kennedy Round of tariff
negotiations, If some of the existing non-tariff barriers are eliminated in the
course of the current Multinational Trade Negotiations in Geneva, new ones will
be introduced as past experience demonstrates,

The likelihood of further rise of imports should duties be cut has been dis-
regarded by the Administration. Instead, it sought to draw attentlon to the
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alleged fact that dutles levied on textiles and apparel are too high and that
therefore they should be cut. This is a spurious argument—the continued rise of
textile and apparel imports testifies to the fact that U.S, duty levels are not
excessive, Besides, time and again, other things being equal, textiles and apparel
originating abroad land in the United States on more favorable terms than our
goods can land abroad. This is due to the fact that many foreign countries raise
their revenues by means of value-added taxes, while the United States primarily
relies on income taxation.

Let me explain. Under the GATT rules sanctioned by the United States, im-
ports from abroad are dutiable on their value exclusive of the value-added tax.
No similar remission is made in the case of income taxes, Thus, our exports are
subject to duties on their value including the income taxes levied by the Umt-ed
States. Besides, with & few minor exceptions, U.S. tariffs are levied on the invoice
price of the goods exclusive of the value-added tax, while foreign dutles are
typically imposed on the ci.f. value of our exports (i.e. on the invoice price of
our exports inelusive of income tax plus the cost of insurance and freight needed
to bring such goods to the foreign country) ; thereafter, such goods are subject
to the value-added tax levied by the foreign country (it is r~omputed on the
landed value of American goods inclusive of customs duties ani  hatever other
border tax may be in effect).

The way foreign-made textiles and apparel can land in the United States on
more favorable terms than our products can land abroad, can best be illustrated
by an example. Take the case of France which has a value-added tax of 17.6
percent. In the case of apparel and textiles which wholesale in the domestic
markets for $100.00, such goods when exported are valued at only $85.03 (i.e.
exclusive of the value-added tax of $14.97). When these goods arrive in this
country, the duty is levied on only $835.03—it averages 23.9 percent and would,
thus be $20.32. The value of these French goods entering the United States, in-
cluding duties, would be $103.35. To this amount, another $5.00 should be added
to take aceount of the estimated cost of inward freight and insurance that is not
dutiable, The landed value of French apparel and textiles would thus be $110.33
as distinet from the $100.00 at which these goods are wholesaled in the French
domestic market.

On the other hand, when American apparel and textiles which wholesale for
$100.00 in the United States are exported to France, they are dutiable at $100.C0
plus the $5.00 cost of inward freight and insurance, i.e. on the c.i.f. value of
$105.00. The average Common Market duty on apparel and textiles (of which
France {s a part) is 13.2 percent of the c.i.f. value. It would thus equal $13.86 and
bring the landed value of these goods to $118.86, an amount which already tops
the landed value of French goods in the United States. However, France there-
after imposes a 17.8 percent value-added tax on top of $118.86, thus in¢reasing the
landed value of American goods by $20.92 and bringing it to $139.78. This example
tells but a part of the story since exports arriving in this country are likely to he
priced at lexs than textiles and apparel of domestic origin (even though the
benefits of such lower prices do not typically benefit the ultimate consumer).

I have used the example of France to illustrate the issue I have been advai -
ing—that the United States deals with imports more liberally than does France.
The French case, however, is not exceptional. Comparative landed values in the
case of American exports to other Common Market countries or their exports to
the United States are affected by the level of their value-added taxes (as of
January 1, 1978, these ranged within the Community from a low of 8 to a high of
20 percent). Yet, in all instances, it is clear that U.S. exports to these countries
fare worse than their exports to the United States. In the case of textlles and
apparel wholesaled for §100 in the country of origin (assuming that the cost of
freight and insurance would approximate $3 in all cases), the comparison of
landed values for U.S. exports and imports is as follows :

Total landed value

Value-added
Country tax(percent) U.S, exports U.S. imports
United Kingdom. ... o e iceaccammmnamccaan 8 $128.37 $119.72
Luxembourg.. 10 130.75 117,64
Germany 12 133.12 115.63
faly ... H 135.50 113.68
-gelt |ur|'n.d 16 137.88 111.81
etherlands._.
DOAMAT K oo T T T 18 140.25 110.00

L T 20 142,63 108.25
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It must, of course, be realized that changes in the amounts of value-added
taxes are fully within the province of individual countries to implement and
modify. Thus, for example, Germany raised its value-added tax on January 1,
1978 from 11 to 12 percent.

As a matter of fact, the intense competition that exists in the apparel industry
fosters internal discipline that keeps prices down and limits profits even in the
ahsence of imports. Thus, from the end of the second world war through 1961,
when imports had no impact or had a minor impact on the domestic scene, whole-
rale prices of women's and children's apparel declined 5 percent while whole-
sale prices of all consumer goods advanced by 17 percent. Since then through
1977, wholesale prices of women’s and children’s apparel rose 37 percent {com-
pared with a 90 percent upswing in the wholesale prices of all consumer goods).
Prices charged by retailers for women's and children’s wear, however, rose in
this period by 59 percent (even between 1947 and 1961, when wholesale prices
were declining, retail prices went up). This was due primarily to a steady rise in
retail markups, particularly on goods of foreign origin. The latter point was
repeatedly made betore the various Congressional and administrative bodies. It
is also supported by the findings of the recent Library of Congress study made for
the Subcommittee on Trade of the House Committee on Ways and Means (95th
Cong., 1st sess., WMCP :95-43: Imports and Consumer Prices, July 19, 1977). It
is also confirmed by statements made by retailers (such as the one made by the
president of Allied Stores in an interview published in Women’s Wear Daily on
April 18, 1977).

I have previously indicated the degree to which employment of production
workers in the making of women's and children’s garments declined in the wake
of import increases. Unavoidably, the situation will be aggravated if duties are
further reduced. The various studies on the effect of tariff cuts on apparel worker
employment agree that jobs will be lost even though they disagree on the nuwm-
bers—the fact remains that these are jobs the nation can ill afford to lose.

Workers who are typically employed in making women’s and children’s wear
are drawn from people with relatively low educational attainment. members of
minority groups, women and hard-core unemployed. As the 1970 Census of
Population shows, one of every five persons in the industry failed to complete
primary schooling and virtually two out of every three persons did not complete
high school ; Blacks account for about 10 percent of those employed, thoze of
Latin-American background 9 percent and American Indians, Japanese, Chinese
and Filipinos around 1.5 percent. These figures are unquestionably higher now.

Other data complete the profile of the industry’s workforce. Over 42 percent,
as shown by the 1970 Population Census, were 45 years of age or over. Around 33
percent lived in rural communities. Some 80 percent of all workers were women
whose geographic mobility is distinctly limited. Around one-third of the women
are single, widowed, divorced or separated. Women employed in the industry
are not casual workers; they work because they have to support themselves and
their families. ¥or every 100 women, as shown by a sample study made by the
Women'’s Bureau of members of the International Ladies’ Garment Workers’
Union (U.S. Women's Bureau, Bulletin 239: Women Workers and Their De-
pendents), 64 percent had to support or partly support their children, husbands,
parents or other relatives in addition to supporting themselves. More married
women than those who were single used their earnings for daily living, irrespec-
tive of whether they were the sole earner in the family, Nearly one-third of the
women supported at least one other person, one-fifth had two dependents and
one-eights supported 3 or more persons.

Garment workers have few alternative job opportunities. For the most part,
They are women with family ties which limit geographic mobility. Mauy per-
sons come from the ranks of the hard-core unemployed. The industry itself is one
of the largest employers of women, performing in effect a dual task—it pro-
vides the American people with a basic necessity and provides jobs for a huge
number of persons who otherwise would be jobless. When employment oppor-
tunities are eroded by rising imports, many workers sorely in need of work who
would otherwise work in making apparel are deprived of employment opportuni-
ties. This alone justifies the excluston of apparel from any duty reduction, as well
as any other measure federal authorities take to safeguard jobs in this field.

I must also share my concerns with you over some of the other matters being
negotiated in Geneva. On the table are several international codes which if
adopted could severely affect our industry and its workers just as surely as a
tariff reduction would.
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A safeguards code could undermine the MFA and the various bilateral agree-
ments were it encompass the MFA, The MFA and the bilaterals are a completely
separate agreement and should remain so.

There would also be a harmful effect if a countervalling duty and subsidy
code were adopted. The U.S. is being pressured to accept a requirement that there
be a finding of injury before a countervailing duty is imposed. This would mean
unnecessary delay while the International Trade Commission conducts its investi-
gation. The time and expense of defending the case would be & deterrent against
such cases being filed. Such a requirement should not be negotiated.

A government procurement code is also being negotiated. Bidding on govern-
ment contracts would be open to all suppliers, domestic or foreign. In our in-
dustry where wage costs play so prominent a role, our domestic manufacturers
would be at a clear disadvantage against low-wage producers in the Far East or
J.atin America. There would clearly be no opportunity for compensating gains in
producing for foreign governments. Were such a code to be adopted, at the very
minimum a provision should be made for excluding labor-intensive products such
as textiles and apparel.

Let me sum up. In the light of the Executive Branch’s failure to exclude tex-
tile and apparel products from the tariff cutting negotiations now under way in
Geneva, the only possible salvation for our industry is legislative action to accom-
plish this exclusion. This is what S. 2020 would do.

I urge its prompt passage,

STATEMENT oF WILLIAM DucHESSI, EXECUTIVE VICE PRESIDENT, AND ART
GUNDERSHEIM, DIRECTOR OF INTERNATIONAL TRADE AFFAIRS, AMALGAMATED
CrotHING AND TeEXTILE WORKERS UNION, AFL-CIO

T am Willilam DuChessi, Executive Vice President of the Amalgamated Cloth-
ing and Textile Workers Union, AFL-CIO. I am accompanied today by Art
Gundersheim, Director of International Trade Affairs for our Union. Among the
half million members of our union are the workers who produce men's and
boys’ apparel and textile mill products. We are appearing here today to express
our support for S. 2920.

In a way it is regrettable that it is necessary for the Congress to be concerned
with this legislation which will put into law what the Executive Branch has the
discretion to do. But the workers and management in the fiber/textile/apparel
industry see no alternative at this time to Congressional action to exempt the
products of our industry from tariff cuts in the Multilateral Trade Negotiations.
We urge this subcommittee to report out this bill favorably and we call upon the
subcommittee’s members to work for its passage.

Our union, among other groups, had endorsed the efforts of the Administration
to negotiate more realistic bilateral agreements on textiles and apparel with those
foreign countries which supply the bulk of U.S. imports of textiles and apparel.
We applauded the results of negotiations concluded earlier this vear which
brought about “together” terms intended to reduce the volume of imports into the
United States. The new bilateral agieements, for example, with Hong Kong,
Korea, and Taiwan provided no increare in 1978 quotas from the levels of 1977.

Unfortunately, our hopes that there would be, at the very least, a leveling off
of imports have turned out to be i1l founded. Not only has injurious import
growth not been curtailed but imports have skyrocketed in the first five months
of this year.

I. THE INDUSTRY I8 INDIVISIBLE

One point which must be made at the outset involves the attempts by the Ad-
ministration to consider the textile and apparel sectors of our industry as sepa-
rate and distinct.

Our union is unique in that we are the only organization representing the in-
dustry which is able to speak for both the textile and apparel sectors of the
industry. Our members are interpersed throughout both sectors, and we do not
recognize as legltimate any separation of sectors of the Industry in the context
of the severe trade problems being faced by the entire industry.

Our membership is acutely aware of the dependency of jobs In elther sector
on the other sector. Jobs lost by workers in the production of apparel mean
1osses of jobs for workers who make yarn fabric which supply the apparel sector.
We are not interested in saving the jobs of some of our members only to lose the
Jjobs of other of our members .
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II. RISING IMPORTS AND WORBENING TRADE DEFICIT HURTING U.8. LABOR
AND INDUSTRY '

Let me cite a few numbers for the Committee. Imports of apparel were up
21 percent in the first five months of 1978 over the same period of a year ago.
Imports of fabrics were up 37 percent, Imports of yarns were up 25 percent.
The tremendous growth in apparel imports this year follows the reecord high
level of apparel imports of 1977. )

In some of the most critical items of men’s and boys’ apparel, the increases
in imports during the first five months of 1978 were shocking. Imports of sport
coats increased 65 percent over the same period of a year earlier. Imports of
trousers increased 69 percent. Imports of outercoats and raincoats increased 51
percent. Imports of shirts increased 19 percent. Imports of suits increased 13
percent.

Total textile and apparel imports in the five month period of over 2.5 billion
square yard equivalents represented a level, if annualized, well ahead of the
total for all of 1977 of 5.2 billion square yard equivalents.

The impact on the trade deficit in textiles and apparel is equally shocking. In
the first five months of this year the deficit in trade of textile and apparel
products of the three major fibers alone, i.e. cotton, wool and man-made fiber,
was $1.8 billion or an increase of almost 84 percent over the $861 million deficit
registered in the same period a year earlier. The trade performance thus far
in 1078 follows a record trade deficit in 1977 for all textile and apparel products
of £3.2 billion. This has been a major factor in the overall U.S, deficit in merchan-
dise trade which through the first five months of 1978 was 79 percent higher
than for the same period of 1977.

Now, it is finally becoming increasingly obvious to everyone, as increased im-
ports affect not just our industry but many others as well, that the U.S. trade
deficit cannot be explained away merely by oil imports, In fact, through the
tirst five months of 1978, U.S. imports of oil amounted to 15.7 billion while
imports of consumer goods, which include textile and apparel products, totaled
£19.2 billion. More and more industries and workers are coming to learn of the
injury that results from severe import penetration—and that our entire national
manufacturing base is being undermined. The accelerating shift to a service
economy is neither economically sound nor strategically wise.

The impact on jobs in our industry of these massive increases in imports of
textiles and apparel has been most serious. Apparel employment had already
fallen by 118,000 jobs between 1968 and 1977. Half of this decline in employ-
ment occurred since the first year in which the Multifiber Arrangement was in
effect.

In the men’s and boy’s tailored clothing industry the decline in employment
as a result of growing imports has been even more dramatic, For example, in
3467 the number of workers producing men’s and boys’ suits and coats totaled
130,700 jobs. By 1974, the first year of the MFA, employment in this sector of
the apparel industry had declined to 102,600. Since 1974 employment has fallen
even further to 87,900 jobs last year. Thus, this segment of the men’s and boys’
tailored clothing industry has lost some 43,000 jobs, a third of the labor force,
over the last 10 years. In the first four months of this year, Labor Department
data show that another 2,100 jobs were lost resulting in total employment as of
April of only 85,800 workers.

Furthermore, it should be added that employment declines, although affecting
certain regions more than others, are widespread throughout the country. It
is not a question of lost jobs in some regions offset by increased jobs in others.
Fables 1 and 2 attached to this statement show the changes in employment levels
in 10 selected states during the perlod 1968 to 1977 according to the U.S. De-
partment of Labor. As of 1974, these states contained 80 percent of all textile-
producing employees and 67 percent of all apparel-producing employees.

Of the total loss in employment of 71,000 workers during the period in the
textile sector in the ten selected states, 51,100 jobs were lost in the four North-
eastern states while 19,900 were lost in the selected Southern and Western states.
In the apparel sector, a total employment loss of almost 100,000 workers occur-
red in these ten states. In the Northeastern states 170,000 jobs were lost, while
the Southern and Western states increased employment by 69.800, leaving a net

" decline of nearly 100,000 jobs. The remainder of job losses which occurred during
this time was spread among many other states.
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Clearly, Job gains in certain states have in no way compensated for the acute
losses in other areas, a fact clearly evidenced by the overall declines in employ-
ment in the last few years.

The seeming insensitivity to trade-induced job losses is very disturbing to us,
and seems contradictory in view of the appropriate and warranted emphasis that
has been put on reducing unemployment by both Congress and the Administra-
tion. Recently, Ambassador Strauss in statements before the House Ways and
Means Subcommittee on Trade, indicated that this administration does not
write off jobs. In response to another question he stated that the effect of tariff
cuts on the industry would be minimal.

Ambassador Strauss greatly underestimates the job losses resulting from
tariff cuts. In an econometric analysis presented to the Executive Branch 10
months ago, our union forecast that for only 13 selected items of men’'s and
boys’ apparel, the tariff cuts being contemplated would cause a loss of 14,000
jobs. We extrapolated from this figure to all men’s and boys’ apparel and con-
cluded that some 80,000 jobs were at stake in our sector of the appare] industry
alone, That is the prospect our workers face from the Geneva negotiation !

III. THE MTN OAN ONLY WORSEN THE BITUATION

S. 2920 is the only hope left for the workers and firms in the fiber/textile/
apparel industry. We have petitioned the Administration not to cut the tariffs
of this industry. We have explained that it does not make sense, on one hand,
for import relief to be granted to the textile and apparel industry through the
Multifiber Arrangement and the 18 bilateral agreements negotiated under the
MFA, and, on the other hand, to have that import relief vitiated by cutting the
tariffs on the products of our industry. We have said to the Administration that
the Trade Act of 1974 excludes industries which receive import relief under the
escape clause or under the national security clause from tariff cuts in the Multi-
lateral Trade Negotiations, We have said that if this philosophy is correct, which
we earnestly believe to be the case, for footwear, color television sets, specialty,
steel, and CB radios, it is also correct for textiles and apparel industry with its
almost 2.5 million workers has a labor force substantially in excess of the com-
bined labor force of the four industries which have already received import
relief under the Trade Act and which are automatically excluded from the MTN.

Unless textiles and apparel are excluded from the trade negotiations we fore-
see increased imports from countries not now controlled under the MFA. As the
Committee knows, there are no global quotas in place under the MFA. The history
of controls on imports of textiles and apparel over the last many years has heen
that whenever a country’s exports of textiles and apparel are controlled, import-
ers seek out and find a new foreign supplying country. By the time the Executive
Pranch gets around to taking action to control such imports, the volume of such
trade has reached disruptive proportions. Expeditious action has never been taken
to Jimit imports from uncontrolled sources.

Furthermore. we foresee that imports will increase from countries alreads
under control. This will come about either by relaxation of quotas as imports
bump up against existing ceilings, or by the use of the substantial “overhangs” in
the existing bilateral agreements which up to now have not been utilized. Here.
too, the record of the textile import program has been that, under pressure from
foreigm governments, when imports have reached the celings specified in agree-
ments with the United States, our government has asquiesced in relaxing the
controls, overshipments are allowed to occur, sometimes charging the extra
amount of imports to the following year's quotas.

A further problem, evidence of which recently appeared in an article in the
Daily News Record, is transhipments and the sale and purchase of quotas between
countries in order by bypass restraint levels (see Appendix attached).

The “overhang’” problem is a serfous one. Present ceilings under bilateratl
agreements provide for imports probably 30 perecent higher than actnal imports
last year. That “overhang” would be fully utilized if tariffs are cut as contem-
plated by the Executive Branch.

We know from past experience that this will be the case. Itnmedlately after
the Kennedy Round was concluded imports of textiles and apparel increased
substantially. Between 1967, the year In which the Kennedy Round negotiations -
were concluded, and 1972, the final year in which the tariff cuts were phased in.
textile and apparel imports increased by 140 percent, from 2.8 to 6.2 billion square
sard equivalents. This was an annual growth rate of over 19 percent. During
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the same period, U.S. production of these products grew less than 5 percent a
year, which in itself was a higher growth rate than we have experienced histori-
cally in the textile and apparel industry.

And we also know from the sad experience of other industries that injury
caused by imports is not easily rectified, notwithstanding the language of the
escape clause of the Trade Act of 1974 and the intent of Congress when it wrote
thexe sections into that statute. Certainly a record of import relief for only 4
industries out of 31 escape clause cases which have been concluded to date under
the 1974 Trade Act is an abysmal one. The promises made in 1973 and 1974 when
this language was belng written never contemplated that only 13 percent of the
escape clause petitions would result in import relief. Our industry and its work-
ers cannot find any solace in the thought that errors made in Geneva negotia-
tions can be corrected through the escape clause,

IV. THE MTN HOLDS LITTLE CHANCE FOR BENEFIT TO OUB INDUSTRY

The prospects of real benefit from large tariff cuts on textile and apparel
products are poor indeed. Any “opening up” of the textile and apparel markets
in Japan or the European Community which has been suggested by the Admin-
istration will merely create a greater opportunity for the major textile and
apparel suppliers such as Hong Kong, Korea, and Taiwan, not the U.S. llow can
anyone beileve that U.S. apparel products will out-compete these low-cost sup-
pliers in the major developed economies of Japan or Europe when ovur own
domestically-produced apparel products are having trouble competing here in the
U.8, market? Increased exports for U.S. firtus will not be a real possibility after
tariff cuts.

Other more subtle factors are at work which will prevent real gains to the
U.8, from substantial tarift liberalization. First, our major developed trading
partners are simply unable to offer the same degree of concessions which the
U.N, offers. This is due to the extensive use of the value-added tax by other
eonntries, and the subsequently different method of calculating tariffs which
results, Second, there is the notorious problem of non-tariff barriers (NTB's)
which has and continues to prevent the expansion of U.S. exports. Those NTB's
which might be eliminated in the current MTN can easily and readily be replaced
by any number of other unforeseen and as yet uncreated NTB’s. It would be very
riaive to believe that non-tariff barriers will miraculously disappear after the
MIN.

The international codes on subsidies and on government procurement are of
particular concern to us. We see no gain for the workers in our industry to
allow U.S. Government purchases of uniforms and other clothing items to be
opened to world-wide procurement when we know full well that we will never
be able to sell American-made apparel on a competitive basis to any other mar-
ket of the world because of the diffeernce in costs. At the same time we will be
losing the important share of U.S. Government business which the domestic
industry now enjoys.

The international subsidy and countervailing duty code i{s another point of
serious concern. Our union filed eight countervailing duty petitions last Novem-
ber pointing out that exports of men’'s and boys’ clothing and textile mill pro-
ducts from Korea, Taiwan, India, the Philippines, Argentina, Uruguay, Brazil,
and Colombia were being subsidized by the governments of those countries. About
two months ago the Treusury Department agreed with us on a preliminary
basis that all eight of those governments were subsidizing these exports to the
TUnited States. In one case, Korea, Treasury found the amount of subsidy to be
de minimis, But they announced preliminary affirmative determinations in the
other seven cases. Six weeks ago our union filed five more countervailing duty
petitions pointing out that men’s and boys’ apparel and textile mill products
exported by Malaysia, Singapore, Pakistan, Thailand, and Mexico were also
being subsidized by the governments of those countries.

Under the present statute it is not necessary for our union to appear before
the International Trade Commission to show injury from subsidies on these pro-
ducts when an affirmative determination i1s made by Treasury. The time and
expense involved in appearing before the ITC are so great that an injury test
for this large number of petitions and the number of products involved, notwith-
standing the subsidy practices engaged in by the foreign governments concerned,
would be an impossible hardship on our union and its members. Injury clearly
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exists when unfair trade practices such as subsidies are engaged in by forelgn
governments. Yet the Administration is proceeding with a full head of steam to
agree to an international code which would require injury before any counter-
vailing duty is established. By then it will be too late to reestablish our closed
factories and compensate for our workers’ lost income, their lost health
insurance, their lost pension benefits, ete.

We also understand that the countervailing duty code being negotiated in
Geneva would allow developing countries a period of grace before they would
be required to conform to the no-subsidy rules of the code. But it is exactly the
developing countries which are creating the biggest problem for our industry.
Accordingly, we are opposed to this code as now being contemplated, and when
it is brought back to Congress for your approval we will make our views known
to you in greater detail.

In summary, we see great necessity for passing this tariff cut exemption bill
to minimize the overall negative consequences to this industry we see coming

from the MTN negotiations,
V. THE U.8. POSITION IN THE MTN REFLEOTS MISQUIDED GOVERNMENT POLICIES

One brutal fact which the workers of our industry have come to realize, a
fact which is evidenced by the mejor tariff concession the U.S. may be offering
on textile and apparel products and the U.S. stance on codes of conduct, ig the
U.S. policy of actively discouraging labor futensive industries in the U.S. and
encouraging their development abroad.

Without the Administration saying so in so many words, we are confronted
with an implicit decision that certain industries, including the textile and appare!
industry of the United States, are to be considered expendable. We are being
sacrificed for the sake of a free trade philosophy that is practiced by no other
country in this world except the United States. We are being sacrificed without
regard to the impact which our workers will bear.

The final result of such a policy on the economy as a whole, aside
from the dislocation of hundreds of thousands of American workers, will be
two-fold. First, we will become increasingly dependent on foreign suppliers for
more and more essential products. Second, it will create an economy which will
lead us away from the basic productive strength which underlies any truly
healthy national economic system.

The irony of this policy, as well as of the major tariff reductions which could
result from the MTN, is that the poorest and least advantaged portion of the
U.S. labor force will be forced to make the most sacrifice. The rigid adherence
by the Administration to free trade shibboleths will result in suffering to those
least able to withstand it. Where does the Puerto Rican working in Manhattan,
speaking almost no English, not having completed even high school, find a new
Job? How can the cotton farmer, whose family, home, and roots are in Georgia
or South Carolina, move to Seattle, Washington or Schenectady, New York in

the hope that a job may be avallable there?
V1. CONCLUSION

The trade figures for the first five months of this year already show what
tremendous import increases can occur even without tariff reductions and even
with the ‘“relief” provided by the bilateral agreements negotiated under the
MFA.

The firms and workers in the apparel sector of the textile and apparel industry
have heard that the tariff cuts on apparel items will not be too bad. In view of
the current state of our industry, we ask what tariff cuts are not bad? Certain
sectors of the industry could be virtually eliminated by even partial cuts, which
would merely be the straw that breaks the camel’s back,

To workers who lose their jobs or firms which go out of business because
of the MTN, the “cut” will be a full 100 percent—not 4 percent or 10 percent.
And the effects will be most immediate and painful. You cannot “phase in’
unemployment.

Despite our best efforts, the Fxecutive Branch has not been persuaded to
exempt the products of the textile and apparel industry from tariff cuts in
Geneva. Only because our import relief—the MFA and the 18 bilateral or orderly
marketing agreements negotiated under it—is based on Section 204 of the Agri-
cultural Act of 1956, and not based on Section 127(b) of the Trade Act of 1974,

are we fully exposed to damaging tariff cuts.
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This inequity stands in direct opposition to the recognition by Congress of the
fmport sensitivity of our industry, which led to the exemption of textiles and
apparel from duty-free GSP treatment.

Our industry has borne an inordinate burden of import increases in the past.
Nevertheless, our industry is being offered virtually as the major U.S. sacrifice
to international trade in the current MTN. We feel that our firms and workers
gesggg more than this, and we urge you to act favorably and expeditiously on

TABLE 1.—APPAREL AND RELATED PRODBUCTS (SIC 23), ACTUAL AND PERCENT CHANGE IN EMPLOYMENT LEVELS
FROM 1968 T0 1977, SELECTED MAJOR STATES

Actual char‘n‘;c Perceat change
(thousands)

New York__............ Beiecacrsssccracsesocmtasacananecssasacssananneraracans -92.8 -33.2
California. ... : +29.4 +41.2
Pennsylvania —41.6 —26.3

New Jersey -18.9 -24,
exas..... +17.5 +31.8
Massachuse! -=10.7 -19.7
North Carolin +15.3 +21.8
GeOrgls. .o eeicciiiemaaeiciect e cneaneiaaann +2.8 +4.0
Tennessee. . ..o eciceniiieieacaaiaaaaenaaan 12. 3 +3.3
South Caroling. oo oo iiao e ceccccacaectaiecnamanamececranancmcnnanann 2.8 44,0
Total, selected States. —~99.9 -10.3
Total, selected Northeastern States!. —170.0 —28.7
Total, Southern and Western States 3. +70.1 +18.6

1 Includes New York, Pennsylvania, Massachusetts, and New Jersey,
1Includes North Carolina, Georgia, $South Carolina, California, Tennessee, and Texas,

Source: U.S, Department of Labor, Bureau of Labor Stalistics,

TABLE 2.—TEXTILE MILL PRODUCTS (S!C 22), ACTUAL AND PERCENT CHANGE [N EMPLOYMENT LEVELS FROM 1968
TO 1977, SELECTED MAJOR STATES

Actual
change Percent
(thousands) change
North Carolina =211 -1.5
gew Yiork.. —if:g -_&g %

eargis. . . . 3 3

Pennsylvania. -20.1 —28.9
New Jersey. ___..coouocmmcmuanicnnncnn -1.7 -25,2
South Caroling. ... uoimiii i iceeiceiccnenenan -2.9 ~1.9
CalfOrMIa. « o oo cacemiecmccaeacccasam e csrannan +5.4 +58.0
Massachusetts.......cceeeen-. -7 -21.3
Tennesses..._.. -4.3 -13.0
TOXBS oceeeccacinmarceccenn -~1.3 ~15.5
Total, 10 selected States. . ... ....ccce -=1.0 -8.9
Total, selected Northeastern Statess___......_. -=51.1 ~26.0
Total, selected Southern and Western Statesd. ... o.e.ereencnarmonencaccacenen -19.9 -3.3

1 Includes New York, Pennsylvania, Massachusstts, and New Jersey.
1 Includes North Carolina, Georgla, California, Tennessee, and Texas,

Source: U,S. Department of Labor, Bureau of Labor Statistics,

APPENDIX
[From the Dafly News Record, Aug. 8, 1978]

TAIWAN AGREES8 To CUT EXPORTS OF ACRYLIC SWEATERS TO UNITED STATES

Taipeli (Cable FNS)—Taiwan has agreed to a 4.5 percent rollback in exports
of acrylic sweaters to the U.S. This will mean a reduction of about 1 million
dozen sweaters this year.

The U.S., however, has agreed to let Taiwan shift alinost 600,000 dozen knit
shirts (Category 638 and Category 639) from its women's wear quota to men's
items.
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After five days of intensive and occasionally heated negotiations, both sides
agreed to the over-all rollback of acrylic sweaters (Categories 645, 646).

Taiwan, the largest single source of sweaters to the U.S., was the last stop
for the three-man team delegated to negotiate textile agreements between the
U.S. and various Asian couuntries. Delegation leader Michael Smith came away
“sutisfied that the added restrictions on Asian exporters will give the U.S.
sweater Industry a breathing spell,” equivalent to over one million dozen
sweaters this year.

On the other thand, the director of Taiwan's board of foreign trade, H. K. Shao,
told FNS he believed the cutback was “unfair.” “Of course we are not satisfied,
but if we do not accept the U.S. proposals, future consultations will suffer,” he
added. .

Taiwan manufacturers were predictably angry at the cutback which comes on
the heels of the previous six percent reduction. They claim that any further
restrictions will force a number of local producers to shut down their factories
for two months out of the year.

They also predict that blauck market quota prices, which now hover around
$£12 per dozen, will climb even steeper. A representative of a U.S. sweater im-
porter suspected that the practice of purchasing quotas from individual factories
in Hong Kong and South Korea will become increasingly popular, as quota
prices there are reportediy about half of the going rate in Taiwan.

Other issuex discussed included overshipping and misclassification of items,
which Smith believes resulted largely from a misunderstanding on the part of
Taiwan of complicated U.N. customs category deflnitions. Faulty classification
of fishnets. for example, resulted in an overshipment of close to 100 percent last
vear. The prohlem was resolved by agreeing to deduct the excesses from the next
four years' quota allotments . . .

Of the 16 categories which Taiwan overshipped last year, according to U.S.
customs statisties, six categories will not be penalized (315, 8318, 351, 604, 631,
and 6668). Another seven (340, 633, 637, 639, 647, 648, and ¢59) will be deducted
from this year's quota, and three (634, 635, and 644) will be taken off the next
two years.

One sensitive topie left unresolved was the problem of trademark piracy.
Taiwan was notifled that continued trademark viclations could not be tolerated,
and officials here were asked to enact stricter control mezsures. However, the
Tailwan government'’s basis for legal action is apparently hampered by the fact
that many of the large U.S. firms have not formally registered their trademarks
in Taipei, Smith noted.

Taiwan officials expect the trademark question to be brought up again with
.8, trade representatives later on this month.

Senator Risicorr. Mr. William S. Cashel.

STATEMENT OF WILLIAM S. CASHEL III, PRESIDENT, BRASTEX
CORP.

Mr. Casuer. Mr. Chairman and Senator Roth, my name is William
Cashel and I am president of Brastex Corp., New York City. T am
accompanied today by our counsel, Beth Ring, of New York. I am
appearing today on behalf of several American companies which
import or distribute most of the Brazilian terry towels imported into
the United States. These companies recently came together to form an
“American Association of Brazilian Terry Products Importers.” You
shonld know that the United States is the world’s largest producer of
terry towels and that Brazil is the world’s second largest producer.

I am unable to speak with authority on the complex patterns of
international trade 1n textiles, but I do know the American market
for towels and the impact which Brazilian towels have on that market.
With respect to Brazilian terry towels, the proposed legislation being
considered by your committee is wholly unnecessary, totally unjustified,
and it represents the epitome of protectionism. We hope {hat the sub-
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committee will consider. the facts which T am about to relate and
prevent the passage of any leFislation designed to restrain trade in an
already concentrated, oligopolistic towel industry in the United States.

In addition, we believe that the subcommittee should be made aware
of the abuses which are permitted under the existing Federal laws as
they apply to international trade in textiles. )

razilian towels are subject to import quotas and are assessed with
1.S. customs duties at rates far above the average rates of duty
assessed by the United States. These towels arc sold either at or above
the prices of comparable American products.

Senator Risicorr. If you will pardon me for a second, we have
another panel here and there is a vote on, How much more do you have;
5 minutes?

All right, you go ahead. I woukd suggest that Mr. Chase and
Mr. Brown. why do you not come back at 2 o’clock, because there is
a vote going on and I will have to go for the vote and I will have
to come back. Let’s see if we can finish before the second bell, sir.

Mr. Casnen. These towels from Brazil represent an almost in-
significant share of the American market. The competitive American
towel industry is very healthy and prosperous right now.

The American textile industry as a whole is highly competitive both
in terms of price and design and it is comprised of numerous domestic
and foreign competitors. However, this is not true with respect to the
towel segment of the American industry. In fact, one major American
textile producer has stated that, and I quote:

The domestic towel market is dominated by four manufacturers with only three
or four other domestic manufacturers in the market.

Accordingly, the American towel industry is dominated by four
principal producers. We are unaware of any American towel producer
which has complained of lost sales, declining profits, idle capacitIy,
or price depression as a result of import compeittion from Brazil. In
short, the United States is the largest producer of terry towels in the
world and no American producer has complained of unfair import
competition from Brazil.

Brazil is the world’s second largest producer of terry towels. Over
13,000 Brazilian workers are employed in this industry which con-
tributes importantly to Brazil’s economic growth. The Brazilian Gov-
ernment does not own any part of Brazil’s terry towel industry. How-
ever, Brazilian producers of terry towels are at a significant
disadvantage in the world market since Brazil restricts the importa-
tion of cotton as part of its overall economic, social, and fiscal develop-
ment program.

One of the principal reasons for this restriction is to provide employ-
ment in the vast northeast region with is one of the most underdevel-
oped areas in the world. As a result of this restriction on imports of
cotton, the price of Brazilian cotton is often significantly higher than
the price of cotton in the world’s markets.

The disadvantage faced by Brazilian terry towel producers in the
price of their raw material is overwhelmingly clear in the U.S. market.
Imports of terry towels from Brazil have gramatically declined, while
imports of towels from all other countries have very significantly
increased. In fact, the United States imported 40 percent fewer towels

84-870—78——8
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from Drazil in 1977 than it did in 1974, while during the same period
of time, the rest of the world increased exports of towels to the
United States by more than 25 percent,

In 1976, the United States imported over 55 million towels. Only
2.2 million of these towels, or less than 5 percent, were imported from
Brazil, In 1977, the United States imported almost 65 million towels,
of which only 3.4 millién were imported from Brazil. Further, the
quantity of Brazilian towels imported into the United States in 1977
was almost 50 percent below the quota permitted by the Brazilian+
United States Bilaters | Cotton Textile Agreements.

In short, imports of Brazilian towels are hardly a threat to the
American terry towel industry. Nonetheless, your committee is con-
sidering legislation which wonld prohibit duty reductions despite the
fact that quota restrictions do exist and that Brazilian imports are
relatively de minimis. Such action would be clear legislative overkill—
it would be devastating to Brazilian trade without creating any ap-
preciable benefit to the U.S. industry.

In addition, the Amalgamated Clothing and Textile Workers’ Union
included Brazilian towels in a countervailing duty proceeding which it
cammenced last year. As you are well aware, the U.S. countervailing
duty law does not require an American petitioner to demonstrate in-
jury to the domestic industry. We understand that the Subcommittee
on Trade of the House Ways and Means Committee is very much con-
cerned with the absence of an injury requirement and i1s presently
compiling information on this topic. We are also aware that the entire
question of countervailing duties is presently being negotiated in the
multilateral trade negotiations in Geneva.

However, the mere fact that there is no injury requirement in the
countervailing duty law does not mean that we have no remedy. We
have already discussed this matter with the Antitrust Division of the
Department of Justice and the Treasury Department. I am advised by
counsel that the Treasury Department has, at a minimum, a legal
responsibility to advise the puElic that it has at least considered the
antitrust implications which will arise if countervailing duties are im-
posed on Brazilian terry towels. :

We intend to bring this unnecessary attempt to exclude competition
to the attention of the American consumer. In short, our message is
going to be loud and clear; with respect to terry towels from Brazil,
we intend to fight for the right to compete in the American market. We
have always competed fairly and we intend to continue that practice,
but we are not going to walk away from a market in which we have
struggled to build a re}mtation for fairly priced, quality produects.

I am very grateful for the opportunity to have been liere today and
I will attempt to answer any questions which you may have.

Senator Risrcorr. Thank you very much. I have no questions.

We wili take a chance, Mr. Chace and Mr. Brown. When the next
bell rings, I will have to leave. :

STATEMENT OF KENNETH V. CHACE, PRESIDENT, BERKSHIRE
HATHAWAY, INC, ON BEHALF OF NORTHERN TEXTILE
ASSOCIATION

Mr, Crrace. Mr, Chairman, my name is Kenneth V. Chace. I have
with me Mr. William F. Sutherland of Northern Textile Association,
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president, and Doug Brown, a member of the board of governors of
the Northern Textile Administration.

I understand that your time is limited, and -— .

Senator Rmicorr. Well, there is a vote going on on a bill that I am
involved in, and I a1n going to have to go to vote, so when the next bell
rings, I am going to have to leave, because that is the second call.

r. Cuace. We are obviously opposed to any reduction in tariffs. We
are completely in accord with industry and labor.

I would like to talk briefly about my own company. We have been
in New Bedford since 1889. We have survived that many years of
manufacturing textiles continuously. We have seen 50 mills dlsap&)ear.
We have learned to run rayon, acetate, cotton, nylon, and all the fibers
that there are and learned to live with OSHA and EPA. However, 1
do not think I can continue to live with a reduction in tariffs and the
resultant effect of that upon our company. .

Senator Rieicorr. Your statement will go in the record as if read.
You have heard the tenor of all the testimony, the comments, and I
imagine you are in agreement with what your other collegaues have
been talking about.

Mr. Cuace. Yes, completely so, sir.

Senator Risrcorr. Well, tf‘;ank you very much, and we understand
that, and you also get the feel of the commuittee, too.

[The prepared statements of the preceding panel follow :]

STATEMENT oF KENNETH V. CHACE, NORTRERN TEXTILE ASSOCIATION

My name i{s Kenneth V. Chace. I am a Director and a former Chairman of the
Northern Textile Association, 211 Congress Street, Boston, Massachusetts. Iam
speaking for the Assoclation. I am also President of Berkshire Hathaway, Inc. of
New Bedford, Massachusetts and President of Waumbec Mills Incorporated of
?xgnlchester, New Hampshire. We manufacture man-made fiber and cotton biended

abrics.

I am sccompanied by Willlam F. Sullivan, President of Northern Textile As-
sociation. Our members are manufacturers of textiles located throughout the
-country but principally in the Vortheast and primarily in New England. These
‘operations use cotton, wool and man-made fibers to spin, weave broad and narrow
fabrics, as well as to braid, knit and make felt products. They produce yarn and
fabrics for apparel, home furnishings, health care preducts, industrial uses and
recreational and sporting goods.

The members of the Association fully support the Hollings Bill which would
remove textiles and textile products from the multilateral negotiations now in
progress in Geneva. We support the uniform position of the textile and apparel
industries, the fiber Industries and the union representatives of the workers in
these mills. This position and the reasoning for it has already been presented to
you and it is not my putpose to take your time to re-state this presentation.

1 would like, however, to cover three points.

1. A quick profile of the textile/apparel industry in the Northeast.

2. Two major problems with the MFA : and

3. Stress the importance of maintaining our preseunt tariffs and of favorable
action on the Hollings Biil.

PROFILE

The Committee is aware that the fiber-textile-apparel complex is national in
scope. In the nine states of the Northeast—namaely, the six New England states
plus New York, New Jersey and Pennsylvania—the textile/apparel industry pro-
vides slightly over 633,000 jobs of which about 136,000 are in New England. In
the nine states textiles and apparel aecount for 12.8 percent of all manufacturing
-<mployment. In an area such as this where manufacturing is & major source of
income, this is indeed significant. The foliowing table shows the breakdown by
states,
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NORTHEAST TEXTILE AND APPAREL EMPLOYMENT, NOVEMBER 1977
[In thousands) L

I T Percent all manufacturing
.o Total tex- -
SIC 22 SIC 23 tiles and . Textiles and
textites apparel apparel Textiles apparel
New England. .o ouoeoeoeaa e 69.0 66.6 135.6 4.9 9.7
Connecticut. oo oomnceemeeeaaen 11.5 10.9 22.4 29 56
Maine. _...... 9.5 3.5 13.0 8.7 12.0
Massachusetts 29.2 43.4 2.1 4.7 1.8
New Hampshi 5.2 3.2 8.4 50 81
Rhode island 13.0 4.0 17.0 10.1 13.1
Vermont....... .7 1.6 2.3 1.6 5.2
New York. oo 45.2 186.1 231.3 31 15.9
New Jersey.... - 24.0 59.8 83.8 3.1 11.0
Pennsylvania. .o ... 50. 1 132.4 182.5 3.8 13.7
Northeast total........._____ A, 188.3 444.9 633.2 3.8 2.8

I mention the size and diversity of the industry in this area only to emphasize
the fact that the operations of the MFA and the outcome of the Multilateral
Trade Negotiations are of real significance to these 633,000 people who work in
this industry and to their families and those communities where they live.

The increasing levels of imports which began In the mid-1950’s have been a
major contributor to loss of jobs in our industry in the North. Employment in
New England textile mills alone dropped from 138,000 in 1957 to 68,400 in 1977.
In the last 10 years we have lost 26,000 jobs.

MFA

Now as to the MFA—we are glad that there {s an MFA and a quota system
in place. We were in the forefront of the effort to secure such a system beginning
with the first cotton agreement with Japan in the late 1950's and then with the
Long Term Cotton Arrangemeat initiated by President Kennedy. It was not
until 1974 that the MFA was attained. In the meantime, imports of textiles and
apparel grew to over five billion square yards and almost six billion dollars
annually.

There are two major flaws in the MFA, First is that the MFA guarantees a
nwinimum annual growth of 6% to imports. I stress the word “minimum” be-
Caus, like any minimum, it 1s a floor, and is frequently exceeded. There {8 no
waximum in the MFA. Industry and labor from the beginning urged that the
LTA and the MFA be geared to actual changes in the U.S. market. Legislation
requiring this was enacted by the House and reported by the Senate Finance
Committee in 1970 but was stalled behind a filibuster on another matter and died.

The MFA is based on the assumption that the domestic textile and apparel
industry will grow at a rate of at least 8% per year. This has not happened.

After 1973 the physical output of the textile industry declined and we have
ot yet attained the level of production and output that we had in 1973. Em-
DPloyment in textiles and employment in apparel are lower than iive years ago.

A major change in the direction of our industry began just as the MFA came
into being. Events proved that the assumption of annual growth was false. Un-
fortunately, that false premise was kept in the MFA and its renewal. In dollar
terms, because of inflation, there is an appearance of domestic growth, but in
terms of real growth—production and employment—there has been none,

Iﬂ the meantime, quota levels have been growing at 6% or more compounded
-each year.

The second major problem with the MFA (as with the LTA) is that, with
the exception of Japan, it is not applied to developed countries. This was the
understanding when the LTA was created and was carried into the MFA. This
means that a substantial amount of trade is not subject to control under the
MFA or bilateral agreements,

TAR(FFS AND THE MTN

We are disturbed by the 88% growth during the first four months of this
2year of imports over the same period a year ago. The following table shows that
no segment of our industry has been spared from this rising surge.
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U.S. GENERAL IMPORTS OF COTTON, WOOL, AND MANMADE FIBER TEXTILES

’ Jlnulry—A'ptil,miH’nn SYE

- Percent:

1977 1978 change
Three-fiber total. ..cooeeee-. .. : JUT, 1,523 2,027 +33:
YaIRS. .o ecaccaccmcaceaccasencmesesmsanmecenancans 298 429 +44
Fabrics 380 524 +38.
Apparel 128 925 +27
Made-up and miscetlaneous 118 150 428
Cotton, total. . .o oe cemccecccaincmaecenccccccccncane e e aann 545 782 +43
Yarmns... 23 30 +30
i A B
arel. ,
k&%a-up and miscellaneous ) 78 +19
W00d, tO18). . o e oo cecacceccnccaacrce oo nan kL) “ +28
3 4 43

10 1 ++9

18 26 +42

[ S,

944 1,201 +27

21 394 +45
Roparl N S+ 1
PPaTel . i ecceiececacccasccccsccrunnan e .. . .
Ma%e-up and miscellaneous . . .. oo oo ceaiccacaroaeee 48 . 69 +42°

1 Calculated using unrounded data.

The heaviest concentrations are in apparel. Every item of apparel imported:
displaces American fabrics. Cotton apparel imports are up 66%; wool, 429%;
and man-made fiver, 209%. On top of these apparel imports which put our cus-
tomers out of business as well as ourselves, fabric imports have risen 389%.

I will not belabor you with statistics. I know you have plenty of these. To
those of us who are in the textile business, they are very real. They mean losses.
in sales and income. They mean layoffs and loss in employment. They mean hard-
ship in the towns and cities where we are located. They remind us again of our
colleagues who not so many years ago had viable and successful textile opera-
tions in our area and who have not survived to be here today. The high levels
of unemployment and distress are living reminders that our industrial base in
textiles has been eroded by & growine level of imports of fabrics and apparel’
and other textile products. These goods are produced under .working conditions
and for wages which we In Amertca will not talerate.

This is not the time to encourage more imports. This is not the time to make-
matters worse. We urge this Committee, and through the Committee, urge Con-
gress to intervene and to act favorably on the Hollings Bill.

There are some who feel that because of the MFA and a structure of quota re-
straints, the U.S. can reduce its tariffs and not increase unemployment or dam-
age the textile industry. We respectfully submit that this Is not the case. Our
experience of the last 20 years has proven that tariffs are very important. The-
purpose of cutting our textile tariffs i8 to accelerate the rate of increase of im-
ports. And this is exactly what will happen. This does not make sense as textile
1mpfi)rts even with the MFA are growing while out output has been virtually
static.

The fiber-textile-apparel complex is not only a big segment of the national
economy and a major segment of the Southern economy, but it is also 8 major-
segment of the Northeast economy. The health of an industry of this magnitude
in these metropolitan areas deserves the most serious consideration of our
Government.

I need not pursue here other areas such as the cotton and wool growing states
that depend on the well being of their customer, the textile manufacturer.

We are struggling, as we have in the past, with a very difficult situation. The-
level of imports, as it rapldly rises, worsens this situation and makes the issue-
more critical.

The Hollings Bill merely says to the Administration, “Don’t make it worse !"”
This Bill asks for nothing more. It only asks that the Federal Government
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refrain from acting in a way which would cause more distress, more unemploy-
ment, more losses and more hardship. To us, this is a reasonable request.

There are many members of our organization, such as in the felt and other
greas who have been gerlously hurt as a result of cuts in the Kennedy Round
and in earlier tariff negotiations. They would like to see us here today asking
for & restoration of the protection which the former tariffs gave to them. We are
not doing this. We are only asking that we not be hurt any more. We are asking
that our investments and the jobs that we create not be handed over to investors
in other countries and to workers in those countries. If some believe that we
should exchange our textile jobs and investments to help other Americans export
their products, I can assure you that the textile investors and the textile workers
who have been the victims of a growing level of imports do not gee it that way.
We feel we are doing our share and have been doing our share in the whole
post-war period. We urge this Committee, and through this Committee, the
Congress to put a stop to offering tariff reductions which is just another way
of offering our much needed American jobs and investments to others.

Thank you.

STATEMENT oF DauvgLAs C. BROwWN, CHAIRMAR, WoOoL MANUFACTURERS
CoUNCIL, NORTHERN TEXTILE ASB8O0CIATION

My name i8 Douglas C. Brown. I am Chairman of the Wool Manufacturers
Council of Northern Textile Association and a Vice President of the Association,
211 Congress Street, Boston, Massachusetts 02110.

I am also President of Homestead Woolen Mills, West Swanzey, New Hamp-
shire. I, along with my two brothers, own and operate three woolen system mills
in New England: two mills are located in New Hampshire and one is in Con-
necticut, Together they provide over 700 jobs.

1 am speaking for the members of the Council who are manufacturers of yarn
and fabrics on the woolen and worsted systems. They spin, weave, dye and finish
(t)heir fabrics and are located in New England, the Middle Atlantic states and in

regon.

Our members include mills such as Pendleton in Oregon and Woolrich in
Pennsylvania as well as many others in New KEngland. Together we employ
about 12,500 workers, more than half of the workforce of the wool broadwoven
scctor of the United States textile Industry.

The wool sector of the United States textile industry has experienced a long
period of decline which began back in the 1950's. Twenty years ago there were
57,300 workers weaving and finishing wool textiles throughout the country and
as recently, as ten years agoe there were 44,200 workers. Today there are some
22,700 workers—only one third of our former workforce. Production of woven
apparel fabrics last year was about one third of what {t was only 15 years ago.

- EMPLOYMENT AND-PRODUCTION, U.S, WOOL -BROADWOVEN TEXTILE MILLS, 1958-78

Production of

wool apparel

Totsl tabric (million
employment square yards)

15-mo average.

Wool textiles—woven cloth and apparel—are the classic case of growing im-
port penetration in the textile industry and demonstrate the two major weak-
nesses of the MFA, namely its built in annual growth and its limited coverage.

In 1961-1962 when President Kennedy initiated the Textile Program import
penetration was about 12%.

Ten years ago import penetration had risen to 229. Just before the MFA was
made, it had reached 289,. Last year the penetration was over 87%.

All this time our production was getting lower and lower—down 169 since
1973 while imports rose.

Our Government and our negotiators are aware of this and have negotiated
lower growth rates for wool textiles than for others. We appreciate their con-
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cern, but it does not alter the fact that any fmport growth in a declining market
takes a bigger share and makes matters worse.

In the first four months of this year, imports are rising at an aslarming rate.
Wooé te'xtlle and apparel Imports are 289, above a year ago, wool apparel is
up 42%! .

This renewed surge began in 1976 and has been climbing for over 214 years.

The second weakness of the MFA, namely that it {s not applied to all export
sources is particularly true in the case of woaql textiles and apparel imports.

Last year, over 43149 of imports originated from the uncontralled countries.
This year it may exceed 509%.

This means that tariffs are of major importance to us. They are criticgl. It
is no secret that the European Community and parti{cularly the United Kingdom
want our tariffs, established in 1960, cut and cut drastically. They even have &
public relations campaign in this country to that effect.

" In the Kennedy Round two wool items were cut. One a blended man-made
fiber fabric containing 179 or more wool by weight and the other wool felt.
Since then imports have risen 7169 and 805%, respectively. Lower tgriffs are
intended to increase imports and they certainly do just that. In the case of
textiles and apparel, imports increase without tariff cuts and increase even
faster with cuts.

On behalf of the industry and myself, as a domestic manufacturer, we ask
that matters not be made worse by reducing tariffs and that the Hollings Bfll
S.T2g20 Il;e reported out favorably as soon as possible,

ank you.

Senator Riprcorr. The committee will stand adjourned, and thank
you for your courtesy.

{Thereupon, at 1:15 p.m. the hearings in the above-entitled matter
were adjourned.]

[By direction of the chairman, the following communications were
made a part of the record :]

STATEMENT OF SENATOR HOWARD BAKER, JB.

Mr. Chairman and distinguished members of the Committee, I appreciate the
opportunity to reiterate my support for S. 2020 and urge that it be reported to
the floor of the Senate without delay. Few, if any, major industries in this coun-
try have suffered the hardships experienced by the textile and apparel industry.

According to some estimates, almost 400,000 jobs have been lost In the last
ten years to the ever-increasing infiux of {mporte from the Far East. In that
same time period, the value of textile and appare! imports has jumped from
$1.5 billion to over $6 billion, This represents a 300 percent increase over the past
ten years and a crippling of the domestic textile and apparel mdustry.

Our manufacturers simply cannot compete with low-wage foreign industries
that are backed and subsidized by their government. For instance, in South
Korea, the average textlle worker {s pald $.55/hour, while in this country he is
paid $4.53/hour. Such disparities in the wage acale when combined with a favor-
abla export climate created by their respective governments give a clear advant-
age to the foreign textile and apparel industries.

What is proposed in S. 2020 is not the imposition of protectionist barriers, hut
rather a defense of the status quo so that this problem will not worsen. Spe-
cifically, S. 2020 would amend the Trade Act of 1974 s0 as to include textile and
apparel goods ameng those items not subject to tariff reduction,

It is necessary to take this step. Mr. Chalrman, because of the size of the
industry in this country and the gravity of the problem. It has already been
stated that textiles and apparels constitute the largest employer of manufacturing
labor in the entire country. It is a $70 billion-a-year industry.

In my own State of Tennessee, the textile and apparel industry employs over
150,000 people and pays hundreds of millions of dollars in local, state and federal
taxes. However, the industry Is struggling and desperately needs help.

For instance, in Chattanooga, the DuPont Company has a plant in which they
manufacture nylon and Dacron polyvester fiber. Although that plant employs
around 3.709 people and has a payroll of over $60 million, more than 1,000 em-
ployees have been laid off in the past four years, or almost one quarter of the
total employees at that plant.

Such statistics are typical of those available at other plants throughout my
state. It is for that reason that I urge the Committee to seriously consider this
measure and report it out favorably to the floor of the Senate.
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STATEMENT OF SENATOR THOMAS J, MOINTYRE

My, Chairman, as a cosponsor of S, 2020, I want to express my wholehearted
support for this bill, and to urge favorable acticn on it. This bill would exempt
textiles from tariff cuts in the current multilateral trade negotiations, and is vital
to the preservation of a major domestic industry and thosuands of jobs in the
New England region,

The textile and apparel industry cannot afford to lose {ts current level of tariff
protection. We have lost half the textile jobs in New Hampshire since 1965, and
I do not want to see us jeopardize any further the 8400 jobs that remain.

Moreover, the level of imports is rising sharply even with tariffs at their
present levels. In the first five months of this year imports have grown sharply—
289 over the same period & year ago. The trade deficit for textiles and apparel
is running at an annual rate of $4.4 billion, up 839 from last year. In these
circumstances, Mr, Chairman, it is senseless to reduce tariffs, And it is incon-
sistent with previous Federal recognition of the industry’s need for afd and action
to help. Reduction of tariff can only lead to more imports, more unemployment,
and more hardship for these unemployed workers and their communities. It is a
spiral we have seen before, especially in New England, and we must not allow it
to happen again.

Again, I strongly urge favorable action on this bill. It is & reasonable and
moderate approach. It only requires that we hold the line on tariffs where there
has been a clearly demonstrated, continuing need for protection,

STATEMENT BY WILLIAM JENNINGS BRYAN DoRN, FoRMER U.S, CONGRESSMAN,
THIBD DISTRICT OF SOUTH CAROLINA

I am Willlam Jennings Bryan Dorn, former United States Congressman from
the Third District of South Carolina and now a tree farmer and raiser of beef
cattle in my native Greenwood, South Carolina.

As a citizen and former state and national representative of the people of
South Carolina, whose principal industry has been and is now the production
of fiber, textiles and apparel, I have followed with intense interest the con-
stantly worsening imports problem and its impact on the economy of our state
-and other parts of the nation, -

I wish to commend Sen, Ernest F. Hollings on his sponsorship of 8, 2920 of
which I am in strong support. )

For most of my 26 years as a United States congressman the inequities of
international trade policies as they affect this nation’s largest industrial em-
ployer was of chief concern. And this concern was shared—as it is now—by
majority of my colleagues in the House.

It was this concern that led us to establish in 1961 the House Informal Textile
Committee, which I served as secretary for more than a decade.

In June of this year this committee was resrganized into the Textile Caucus
with a membership ¢f 247 congressmen whose constituencies stretch across the
length and breadth of this nation.

Of particular note to this com:nittee is that the fiber/textile/apparel imports
problem affects all reglons. It is not a problem isolated to any one business or
industrial segment. Direetly or indirectly, it becomes everyone’s problem.

There i8 not a state in this country that can escape the impact of these imports.
From Maine to California, the 29,000 textile and apparel plants employ 2.5 mil.
lion people of which 65 percent are female and 23 percent minorities.

Cotton, wool and man-made fiber producers, who rely on the U.8. textile in.
dustry for sales of nearly $7 billion a year, employ another half million Ameri-
cans in every state.

Beyond these industries, are many others who rely on textiles and apparel
for a substantial part, if not all, of their income.

The purchases of textile companies, alone, amount to more than $1 billlon an-
nually for building contractors and machinery manufacturers, $000 million for
chemical and dyestuff industries, $500 million for paper products and $100 mil-
lion for warehousing and transportation. And there are others, as varied as bank-
ing, printing and cornstarch, who need this vital market for the sale of their
goods and services.

Of paramount importance are the expenditures of employees. Based on Labor
Department statistics, the nearly $17 billion payroll of textile and apparel work-
ers amount to purchases of approximately $3 billlon for food, $4.6 billion for
housing, $1.2 billion for clothing and upkeep, $3.2 billion for transportation, $1
billion for health care, and $1.7 billton for recreation.



85

I might add that these people also pay approximately $2 billlon in local, state
and federal taxes each year. : ‘ to

The Labor Department also has revealed that for the seven months ending in
July 346,000 textile and apparel workers were out of work or on short time as a
result of imports which now hold 24 percent of the U.S. apparel-related textile
market, . . . R

One can only guess at the precise Impact on other segments of the economy.
But due to the size and distribution of the.textile and apparel industries it is
substantial, and cuts across all areas of employment. .

- The fiber/textile/apparel industry occupies & unique role in the economy. It
contributes to the economic growth of the entire nation, It is absolutely essential.

As a resldent of 2 state which employs more than 210,000 people in the fiber/
textile/apparel industry I have read with dismay accounts, published by the
Commerce Department, of the 28 percent growth of imports occuring in the first
six months of 1978, despite MFA agreements which are supposed to restrain
imports to an annual increase of six percent.

Compounding this dismay are reports that the U.S. has offered to cut, by at
least 25 percent, tariffs on textiles and apparel, :

An independent consulting agency, Data Resources, Inc., has projected that
the U.S. textile/apparel industry will grow at no more than 1.5 percent a year
through 1985, but imports are projected-—and bhased on current levels I think
it is underestimated—to grow at an annual rate of eight percent. This, says
Data Resources, will mean a direct loss in the industry of 400,000 jobs through
1985, even if tariffs remain at their present levels. And, when you consider the
Importance of the industry to other areas of the economy, that loss escalates to
1.4 million jobs.

If tariffs are cut in half, Data Resources estimates there will be a total of
800,000 jobs lost directly in fibers, textiles and apparel and 2.2 million through-
out the economy.

It is claimed that only “small” cuts will be made in textiles and apparel. But
an offer to cut tariffs by only one or two percentage points per year over period
of 10 vears means an aggregate cut of 40 to 60 percent from present levels. Small
the<e cuts may seem, but large they are.

With its current level of unemployment and need to create millions of addi-
tional johs for persons who will be entering, or trying to enter, the work force,
it {3 clear that the United States cannot afford to trade away such a basic and
essential employer as fibers, textiles and apparel.

AB one who has lived with the imports problem for many years, and who has
seen its effects on the economy af close range, T urgently request that S. 2020
be reported out of committee so that it may he approved by the full Senate at
the earliest possible date. The future of this nation’s economy depends on it. -

Avavusr 14, 1078
Hon. Ernest HoLrINGs, . :
Senate Oftoe Building,
Washington, D.O.

DrAR SENATOR HoLrINGgs : T wish to express my wholehearted support for your
bill, 8. 2020, and House Bill H.R. 10858, snonsored by Representative Holland.
1, too, find the situation in the textile industry alarming.

Tariff reduction may sound attractive on the national Ievel, but it wounld be
ruinous to South Carolina. As you know, the nation’s textile industry is centered
here in the Carolinas; thirty-eight percent of our state’s manufacturing workers
are textile employees. Although we have made extraordinary progress over the
last decade in expanding and diversifying our industrial base, South Carolina
remains heavily dependent on textiles. Even a slight reduction in tariffs conld
mean the loss of thousands of jobs here, At a time when overall employment in
South Carolina {3 rising steadily, employment in the textile industry has dropped
4.4 percent in the last year. This severe threat to jobs, and in turn the economy
of onr state, was clearly evidenced last week as another plant closed, the eighth
in the Greenville area to shut down over the last 18 months.

The potential damage to the textile industry is not confined to onr state, since
this Industry employs one of every elght manufacturing workers In the country,
or shont 2.3 million people.

Although T believe In free trade to bring the lowest possible prices to con-
rumers, it sometimes hecomes necessary to provide threatened dominant em-
ployers time to adjust to massive competition. This is such a time.
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I urge the Congress to act responsibly and remove textiles from the current
round of tariff reduction negotiations in Geneva until 1983,
Sincerely,
CHARLXS D. RaveNEL,

STATEMEXT OF CONSUMERS YOR WOBLD TRADE

Mr. Chatrman and Members of the Committee: OConsumers for World Trade
(CWT) is a newly-created organization formed by Awmerican economists, trade
experts, consunier speciallsts and others to identify and protect the consumer
interest in expanded world trade. This statement 18 presented to oppose S, 2920,

As stated in your announcement of hearings, S. 2820 proposes to exempt textile
and apparel items from tariff cuts in the Tokyo Round of Multilateral Trade
Negotiations. This would be accomplished by excluding from tariff-cutting au-
thority items for which action has been taken under Section 204 of the Agri-
cultural Act of 1936, Such exclusion is already provided in the Trade Act of
1974 for articles which have been subject to iraport restrictions under the escape
clause or national security provisions.

Consumers for World Trade strongly opposes 8. 2920 for the following
reasons:

1. The textile and apparel industry is the most highly protected manufactur-
ing industry in the United States.

Tariffs on textile and apparel items currently average about 23 percent on an
ad valorem basis, with some duties ranging over 100 percent. The cost of these
high tariffs {s borne most heavily by low income consumers, As estimated by Nor-
man S. Fieleke in “The Cost of Tariffs to Consumers,” published in the New
England Economic Review in 1971, tariffs absorb a 10 percent greater share of
the budget outiays of low-income consumers than of middle- income consumers,
and a 20 percent greater share of the budget of low-income consumers than of
high-ihcome consumers. This is because internationally-traded items weigh more
heavily on the consumption patterns of lower income consumers, and because
tariff rates appear to be higher on lower quality goods which are purchased more
heavily by lower income groups.

In addition to a high tariff wall the textile and apparel industry enjoys the
protection of a ‘“voluntary” restraint agreement among major supplying coun-
itries, The Multifiber Arrangement, as the restraint agreement is called, was
»concluded on cotton, wool and manmade products without any economic finding
.of injury or market disruption to our domestic industry, but again with a tre-
_mendous cost to the American consumer.

Because of the nature of these “voluntary” restraint agreements, foreign ex-’
porters are encouraged to ship higher priced items under quota to maximize their
returns. The lower priced goods, often not produced in sufficient quantities do-
mestically, are no longer readily available to low income consumers. This is
particilatly true oY lower-priced imports of shirts and men’s and boys’ apparel.
Imports of less expensive children’s clothing have also been squieezed out of the
market because of other problems inherent in the “voluntary™ agresment. .

The difficulty encountered in estimating the total cost to the U.S. consamer of
this ironclad protection afforded the domestic textile industry #8 enormoas. How-
ever, the most conservative estimates range {n the billfons of dollarxs.

2. All U.8. consumers have a stake in the successful conclusion of the Multi-
iateral Trade Negotiations in progress to reduce trade barriers around the world.
Liberalizing trade restrictions means less inflationary pressure on our economy,
lower prices for consumers, and a wider variety of goeds in the marketplace.

Since these negotiations are conducted on the basis of reciprocity, exempting
textile and apparel products from tariff cutting authority would limit the ability
of our negotiators to reduce forelgn trade barriers and gain better access for
U.S. exports.

Further, if textile and apparel products were excluded from the negotiations,
what is to prevent other industries less insulated from imports from a seeking
the same kind of “‘special treatment”?

Consumers for World Trade respectfully suggests that, instead of oxempting
textite and apparel products from the MTN, Congress insist that our negotiators
offer the full 40 percent formula reduction on these items, so that they can exer-
cise maximum leverage to obtain favorable terms for our exports. .
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STATEMENT ON BEHALF OF THE CORDAGE INSTITUTE,
RoOBERT J. KEEFE, EXECUTIVE DIRECTOR

As Executive Director of the Cordage Institute, I would like to voice our vigor-
ous support of S. 2920 introduced by Senator Hollings which amends the Trade
Act of 1974 to exempt textiles and textile products from tariff reductions in the
current “Tokyo Round” of the Multilateral Trade Negotiations.

The Cordage Institute is a nonprofit association of principal rope and twine
manufacturers of the United States who produce approximately 85 percent of
the total U.S. cordage products employing about 5,000 people in sixteen states.
Sales for 1977 were 62.7 milllon pounds of rope and twine. A list of members is
attached to our statement.

The Cordage Institute has by necessity maintanied a philosophy on interna-
tional trade that strongly encourages and supports fair trade—by necessity since
natural fibers for rope are not grown in the United States but are imported as
bdled raw fiber or yarn and processed into finished produnets.

The basic object of the Institute is to retain a viable cordage industry to meet
the nation's cordage requirements-—agricultural, industrial, maritime and mili-
tary. It is of vital interest to the nation that we maintain a solid manufacturing
base in the United States for the production of both natural fiber and man-made
fiber rope and twine,

This has become increasingly difficult with the onslaught of cheap textile progd-
ucts exported to the United States. If this Is allowed to continue unchecked, a
general weakening of the industry will occur. The natural fiber cordage industry
was devastated by the reduction and repeal of duties on these products in the
1950's and our members are concerned that this will now be repeated in the
synthetic cordage industry if tariffs are reduced.

Since 1950, the U.8. cordage industry has gone through a period in which im-
ports of natural fiber rope and twine have gradually overtaken the U.S. market
and have virtually destroyed the U.S. cordage manufacturing capability in natu-
ral fiber rope angd twine. In 1850, there were 22 companies producing natural fiber
rope from raw fiber with approximately 95 percent of the U.S. market. Today
there is one company producing such rope from raw flber. A similar situation
has developed over the years in the natural fiber farm and industrial twine
market. In 1951 the duty was removed from imported sisal farm twine and today
only one manufacturer still produces such twine in the United States from 15
companies in 1950. The U.S. manufacturers’ share of that market has dropped
from 85 percent in 1950 to 8 percent in 1976. Attachments A, B, and C are tables
summarizing what has happened to the U.S. natural fiber cordage production
from 1950 to 1976.

Our concern wiih any further reductions in tariffs on cordage products is
clearly warranted.

While the natural fiber cordage business was diminishing, the U.S. manufac-
turers continued the development of the synthetic fiber market, During World
War 11, when the natural fibers for cordage were impossible to obtain, the Ameri-
can cordage industry pioneered the substitution of synthetic fiber for natural
fiber. And so, for the first time in the history of the cordage Industry, the oldest
fndustry in the United States, the development of suitable man-made fibers can
eliminate total reliance on offshore sources for both raw materials or finished
products. The direction of the industry is clearly one of greater use of man-
made fibers, for there the future of the domestic cordage industry lies.

Since 1973, imports of synthetic cordage have increased dramatically. For
example, imports of synthetic cordage of stranded construction (TSUS 816.6020)
from the Republic of Korea are alarming. From 1973 to 1977, imports of this
item rose from 28,518 pounds in 1973 to 1,365,923 pounds In 1977, an increase of
over 4600 percent. Korean imports of stranded synthetic rope as a percentage of
all such imports have also been increasing rapidly—from 4.5 percent in 1973 to
66 percent in 1977 (See Attachment D).

Raw material costs alone run close to the landed cost of polypropylene rope.
Polypropylene resin is a basic petrochemical and our American petrochemlcal
industry is the most efficient in the world. But in Korea, it is produced by a
government-owned plant and the free market supply-demand relationships are
thereby averted.

Amerlcan cordage manufacturers also face much greater government regula-
tion. Workplace safety regulations under OSHA, toxic substance controls, product
liability, and energy legislation are adding to our competitive burdens—as are
air, noise and water pollution abatement. While the cordage industry recognizes
and supports the need for quality of life goals, we are facing these added costs
to the detriment of our competitive position.
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We pray that the Senate Finance Committee, and ultimately the Congress, will
be responsive to the changing realities of trade. If the import duty is reduced or
eliminated on synthetic cordage, the U.S. market will be flooded with imports,
new domestic expansion will cease, and some present manufacturing capability
will be abandoned. The result will be increased unemployment, increased outflow
of dollars, and increased reliance on foreign sources of supply. The virtual de-
struction of the natural fiber cordage industry will be repeated in the synthetic
cordage industry,

CORDAGE INSTITUTE

MEMBERS OF THE CORDAGE INSTITUTE
Reguiar members

3 American Cotton Yarns, Inc, 240 Shore Drive, Hinsdale, Ill. 60521, 312-854-
600.

American Manufacturing Co., Inc., P.O. Box 631, Honesdale, Pa. 18431, 717~
253-5860.

Lafayette Rope Division, P.0. Box 52125—O0il Center, Lafayette, La. 70503,
318-837-9241.

Artcraft Braid Co., 39 Manton Avenue, Providence, R.I. 02009, 401-831-9077.

Blue Mountain Industries, Blue Mountain, Ala. 36201, 205-237-9461.

Bridon Cordage, Inc., 809 16th Street, Albert Lea, Minn. 56007, 507-877-1601.

Brownell & Co., Inc.,, Main Street, Moodus, Conn, 06465, 203-873-8623.
3 Cavn%r-Johnson Cordage Co., Inc., P.0. Box 36, Prattville, Ala. 36067, 205-

65-5416.

The Cordage Group, Division of Columbian Rope Co., Columbian Drive, Au-
burn, N.Y. 13021, 315-253-3221.

Exxon Chemical Company U.S.A., Twine Division, P.O. Box 3272, Houston,
Tex. 77001, 713-856-0139.

The Hooven and Allison Co., P.O. Box 340, Xenia, Ohio 45385, 513-372-4421.

Jackson Rope Co., Division of Tubbs Cordage Co., P.O. Box 557, Reading, Pa.
19603, 215-376-6761.

Lambeth Corp., P.O. Box G-825, New Bedford, Mass. 02742, 617-995-2626.

Lehigh Cordage, 1920 Vultee Street, Allentown, Pa. 18105, 215-797-8470.
2:‘33\‘1evsr England Ropes, Inc., Popes Island, New Bedford, Mass. 02740, 617-999-
Nova Products, Inc., P.O. Box 116, Carrollton, Ga., 30117, 404-832-9086.

Samson Ocean Systems, Inc., 99 High Street, Boston, Mass, 02110, 617426

Sunshine Cordage Corp., 7250 N.W. 41st Street, Miami, Fla. 33166,
305-592-3750.

Tubbs Cordage Co., P.O. Box 7988, San Francisco, Calif. 94120, 415-495-7155.

Wall Industries, Inc, Railroad Avenue, Beverly, N.J. 08010, 609-877-1800.
Special members

Canada Western Cordage Co., Ltd., 100-809 Beach Avenue, Vancouver, B.C.,
Canada V6Z 1E2, 604-881-3154.

Cordage Institute of Canada, 1080 Beaver Hali Hill, Suite 1002, Montreal,
Quebec, Canada H2Z 1T6, 514-866-2081.

Doon Twines, Ltd., P.O. Box 158, Kitchener, Ontarfo, Canada N2G, 3Y2,
519-745-7391.

Aptliate member

Cordemex S.A. de C.V., Apartado Postal 1, Cordemex, Yucatan, Mex,,
2-01-00.

Nonmembers contributing statistical data

Badger Cordage Mills, Inc., 198 North Broadway, Milwaukee, Wis. 53202,
414-271-2569.

International Harvester Co., Agricultural/Industrial Equipment Division,
P.O. Box 15285, New Orleans, La. 70115, 504-899-5651."

Wellington Puritan Mills, Inc, P.O. Box 244, Madison, Ga. 30850,
404-342-19186.

Yale Cordage, Inc., Old Sparhawk Mill, Box 27, Yarmouth, Maine 04098,
207-846-9048.

Guelph Twines, Ltd., 50 Crimea Street, P.0. Box 125, Guelpb, Ontario,
Canada N1H 6J6, 519-821-9140.

Poli-Twine Corp., Ltd., 180 Bethridge Road, Rexdale, Ontario, Canada M9W
IN3, 416-745-9990.



HARD FIBER

[Units in miltions of pounds]
Sourcs 1950 1952 1954 1956 1958 1960 1962 1964 1966 1968 1970 1972 1974 1976
|moorts ROPE
m| 2 -
Philippine Republic. ... 43 44 25 55 54 46 52 58 57 55 59 68 96 128
Portugal (2 (2 (? (? [y 4 4 12 L8 18 30 24 '5 11
Mexico_ . ___._. o 1 2. 2 2 3 35 33 43 61 68 58 103 108 71
3 1.7 1.3 1.6 .9 1.9 1.4 1.5 1.7 2.5 3.5 3.7 2.8 . 15
(A) Total imports. 7.3 8.2 6.2 89 103 9.9 104 130 16.1 17.6 184 223 2.7 2.5
U.S. Producers:
Commercial sales.....oo.._... ————— - 102.2 1090 833 101.5 823 67.0 644 468 629 47.2 350 .7 21.7 22.1
Prison sales.___.. o 1.0 . .6 4 3 .3 .3 . .2 .2 .2 .2 2 s
(B) Total U.S. producers 108.2 109.6 839 101.9 826 6.3 647 5.0 63.1 47.4 35.2 9 9 26
Total U.S. Market (A plus B)__ 155 117.8 9.1 110.8 929 77.2 751 70.0 79.2 650 53.6 52.2 49.6  45.1
Percent U.S. market—lmports__________ 6.3 7.0 69 80 1.1 128 138 186 20.3 2.0 343 427 438 499
Percent U.S. market— U.S. producers...... . 93.7 930 931 920 839 8.2 8.2 8.4 79.7 73.0 657 6.3 56.2 50.1
) AGRICULTURAL TWINE
mports:
Canada 16.8 302 287 2.6 244 208 246 256 8.4 182 W0 66 18 .6 .1
gamuin 13.9 39.@5 63.5 78.(‘0 109.8 103.(’7 1341 102.0 I}: ?H %2 2:7;.; 57“9. g gg; 63.2
i X X . . . . 80,
Netheriands - = 2.8 169 21.1) 279 16. 22.(? 215? 336 W5 259 2.1 112 8.4 !
Portugal 4.3 363 362 4.8 480 422 443 769 325 185
Tanzania - (? (? (? 9.3 183 155 154 198 9.6 40.4
Other.. 1 6. 19, 40. 63. 50. 59. 4. 47.6 70.0 56.4 80.2 8.0 56.7 22.6
(A) Total imports. 32.0 77.8 127.9 167.3 225.1 206.3 277.3 233.5 264.3 253.7 245.0 2785 330.8 176.0 225.4
U.S. Producers:
Commercial sal 161.5 144.0 1357 91.3 76.0 .2 663 634 704 398 2.2 20.0 351 169 .
Prison sales. . 202 180 169 160 142 160 152 1.2 140 76 ‘46 13 o B B
(8) Total U.S. producers 182.7 162.0 152.6 107.3 90.2 72.2 8.5 74.6 84.4 47.4 31.2 2.3 351 169 20.0
Total U.S. market (A plus B) 214.7 239.8 280.5 274.6 315.3 2785 358.8 1 3487 3011 276.2 299.8 365.9 192.9 245.4
Percent U.S. market—imports 149 325 456 610 7.5 740 7.2 758 758 84.2 887 9.9 9.4 9.2 99
Percent U.S. market—U.%. producers 8.1 6.5 544 39.0 285 260 228 24.2 242 158 1.3 7.1

9.6

8.8
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INDUSTRIAL TWINE

(A) Total Imports.

16.9

g

24.9

8

21.8

4.6

U.S. Producers:
C ial sales.

12.7

26.8

3.0

35.8

Prison sales__ .

(B) Total U.S. producers.

18.2
-4

20.3

2.5

18.3

16.8
J

Total U_S, market CA plus B).

18.6

20.3

19.0

17.5

Percent U.S. market—Imports___

Percent U.S. market—U.S. producers

36.3
51.3

47.6
36.
43.7

57.2
23

54.8
65.5
34.5

$1.3
69.4
30.6

1 Included in “‘Other” or no imports that year,
3 |ncluded in ‘‘Others,”

Source: Cordage Instituts,

16
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IMPORTS OF MAN-NADE FIBER CORDAGE OF STRANDEd CONSTRUCTION (TSUS 316.6020), 1972-77

{In pounds|
Korea as a
. imports from percent of
Year Total imports Korea total
633,935 28,518 4.5
492, 120 106,778 217
1,527, 264 216,118 14,2
, 842, 889, 966 61.7
2,080,077 1, 365, 923 65.67

Source: National Technical (nformation Service, U.S. Department of Commerce.

AMEBICAN TEXTILE MANUFACTURERS INSTITUTE, INC,,
Washkington, D.C., August 29, 1978,

Hon. ABRAHAM RIBICOFF,
Chairman, Subcommittee on International Trade, Committee on Finance,
U.S. Senate, Washington, D.C.

DeaR MR, CHAIBRMAN: The industry panel which appeared before the Sub-
committee on International Trade on August 15 in support of S. 2020 appreclated
the opportunity to present their joint views on this important plece of legislation
of the members of the Subcommittee. They particularly welcomed your intro-
duction of the question of globalization of import restraints versus the present
practice of a cumulative approach to the problem. You asked us for our views
on the matter and we are currently studying the pros and cons of a globalization
concept with a view to an early report to you on the matter.

At the moment, however, we felt it desirable to convey to you and the other
raembers of the Subcommittee some views relevant to this question.

1. Whether globalization or a cumulative approach is followed, the system is
only as good as the willingness of those who administer the program to do an
effective job of restraining textile and apparel imports to eliminate the market
disruption which such imports cause. While globalization in the context of
establshing a maximum level of imports would offer a degree of certainty, if
the global limits were set too high this could be as damaging as an uncertain
cumulative approach.

Examples of the problems created for the domestic industry through the
administration of the import program include the following:

New starters are not controlled soon enough to avoid added disruption to
the market. A major textile and apparel supplier, the People’s Republic of
China, still remains uncontrolled.

Ceilings are relaxed when imports reach their ceilings permitting embargoed
goods to enter the U.S. despite the commitments undertaken by exporting coun-
tries to hold their exports to certain agreed levels.

Even when ceilings are not relaxed substantial overshipments have been
permitted, particularly at the end of 1977.

The bilateral agreements permit annual growth in imports of at least 6 per-
cent, more than double the growth of the domestic market.

In addition, flexibility provisions in the agreements permit as much as 17
percent or more !ucrease in annual ceilings for specific categories.

2. A shitt to a globalization concept will not take care of the current threat
to the firms and workers in the industry through pending tariff cuts in the
Geneva negotiations. It would take a considerable time for the Administration
to shift its import program on textiles and apparel to a global system, even
with the best intentions and complete willingness to do so.

Meanwhile the critical period facing the industry is now because of the
Administration’s intentions to cut textile and apparel tariffs in the Multilateral
Trade Negotlations.

3. What must be recognized {s that the fmport program is a combination of
both existing tariffs and the Multifiber Arrangement with the current 17 bilateral
agreements in force. The MFA was negotiated on the basis of existing tariffs.
If the latter are reduced, the import protection inherent in the program will also
be reduced.
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Thus, reduced tariffs and an already ineffective MFA will make the import
program of significantly reduced and possibly dubious benefit to the firms and
workers in the industry. For these reasons we feel that S. 2920 offers the industry
the only hope that an important part of the import program—-tariffs—will remain
intact.

Respectfully submitted,
W. RAY SHOCKLEY,
Ezecutive Vice President.

STATEMENT BY GAIL T. CUMMINS ON BEHALF OF INTERNATIONAL APPAREL
IMPORTERS ASSOCIATION, INC.

This statement in opposition to S. 2020 is submitted on behalf of the Interna-
tlonal Apparel Importers Association, Ine. (hercinafter referred to as the
TATA). The IAJA 1is an assoclation of over 30 of the largest apparel importers
in the United States whose members, collectively, supply retail stores in the
United States with a substantial segment of all wearing apparel sold to the
American consumer.

The merchandise imported by JAIA members is covered principally by item
numbers 3876.54-376.56 (rainwear), 880.00 through 882.87 (textile wearing
apparel) and 772,30 (rubber or plastics wearing apparel) of the Tariff Schedules
of the United States (TSUS), and the majority of this merchandise is currently
subject to quantitative limits on imports, by reason of bilateral agreements
negotiated by the United States and foreign governments pursuant to the provi-
sions of the “Arrangement Regarding International Trade in Textiles” (MFA).

This brief is submitted in opposition to 8. 2020, which would exempt textile and
apparel items from tariff cuts in the “Tokyo Round” of Multinational Trade
Negotlations. If enacted, S. 2920 would seriously undermine the United States’
ability to negotiate a comprehensive multinational trade agreement in a manner
beneficial to the entire country. Any “trade war” which might result if the Tokyo
Round negotiations are not successful could only have an adverse effect on all
American citizens faced with perhaps the most severe inflationary pressures in
this country’s history. If the United States is to win its fight against inflation and
to negotiate a comprehensive trade agreement containing provisions desigued to
protect U.S. workers from unfair trade practices, it is essential that the grossly
excessive tariffs fn effect for wearing apparel products be reduced.

Moreover, an examination of the current regulatory scheme affecting textile
imports conclusively establishes that the tariff cuts contemplated by the Tokyo
Round could not possibly harm the U.8. wearing apparel industry.

The duty structure for textile apparel, as it presently exists, is artificially high,
in both absolute and relative terms. For example, products classified in tariff
ftems 380.04 and 382.04, TSUS, which provide for ornamented wearing apparel
of man-made fibers are dutlable at the rate of 4214 percent ad valoreum. Orna-
mented cotton apparel products, classified fn items 380.00 and 382.00, TSUS, are
dutiable at a rate of 85 percent ad valorem. And ornamented wool apparel,
classified in items 380.02 and 382.02. TSUS, is dutiable at 421 percent ad valo-
rem. Simllarly, nonornamented knit cotton apparel, items 380.06 and 382.08,
TSUS, is dutiable at a rate of 21 percent ad valorem. Many unornamented wool
apparel products are dutiable at a rate of 37.5 cents per pound plus 32 percent, 30
percent, 21 percent, 20 percent, or 1514 percent ad valorem (items 380.57, 380.61,
380.08, 382.48, 3%2.54, 382.56, 382.58 and 352.63). Aud unornamented man-made
fiber apparel is dutiable at 25 cents per pound plus 8214 percent (if knit) or
27%% percent (if woven) ad valorem (items 380.81, 350.84, 382.78 and 382.81). )

While these rates are obviously high in absolute terms, their excessive nature
is also shown when they are compared with rates on other products imported into
the United States. For example, the majority of imported machines, which are
classified in Part 4 of Schedule 6 of the Tariff Schedules, are dutiable at rates
ranging from 4 to 7% percent ad valorem. Foreign-made automobiles (classifiable
in item 692.10. TSUS) are dutiable at 8 percent ad valorem. Thus, the duty rates
on textile wearing apparel are in many instances over 10 times those rated which
apply to other finished imported produets. ) ’

Similarly, the rates applicable to apparel imported into the United States are
substantially higher than the duty on similar merchandise imported into those
nations belonging to the European Economic Community, in which duty rates
on imported apparel products range from 10% percent for bablies garments to
17 percent for most textilo wearing apparel.
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The high rates of duty which currently exist on apparel are the result of
strong pressures hy protectionist forces in the domestic apparel industry, And
not only are these rates no longer in line with the rates on most other U.S.
imports and the rates which most other nations place on apparel products, but
the U.S. rates are no longer necessary to protect the domestic apparel industry.

At present the quantity of apparel products imported into the United States
is severely curtailed by quota limitations imposed pursuant to bilateral agree-
ments negotiated under the MFA, securing for the domestic apparel industry
what amounts to & protected market in which to sell its goods.

At the end of 1977, the United States had signed bilateral agreements with
18 major textile importing countries providing limitations on imports into the
United States of most textile apparel items (See The History and Current Status
of the Mulli-fiber Arrangement, January, 1978, USITC Publication 850 (herefn-
after cited as 1TC Report) ). During 1976, imports from these countries acconnted
for 82 percent of total cotton textile imports. 3 percent of wool textile imports
and 75 percent of man-made fiber textile imports (ITC Report at 39). And the
effectiveness of these agreements In protecting U.S. apparel manufacturers is
apparent inasmuch as many quota categories have been completely filled or
almost filled during the course of recent quota years. For example, the quota on
fmports of woven cotton men's and boys’ sports shirts (MFA category 46) from
Hong Kong (which accounted for 45 percent of total imports of this product
into the United States) was completely. filled for the quota year ending on
September 30, 1976, and the new Hong Kong textlle agreement allowed an annual
increase of only 3 percent for woven cotton shirts (ITC Report at 35). Thus,
domestic industry cannot possibly be harmed by a tariff reduction on this article.
Regardless of the reduction in duty rates on woven shirts, the U.S. importer will
not he able to Increase its share of the market, and any refusal to allow a
tariff reduction on these shirts will only serve to increase prices for the U.S.
consumer, The effectiveness of the MFA in protecting domestic apparel producers
of other textile items is further established by reviewing the exhibt attached
to this statement setting forth those MFA levels which were 85 percent or more
filled during 1976 (ITC Report at C-70-C-71),

Inasmuch as the domestic apparel industry is more than adequately protected
by these quota agreemeuts, the maintenance of high rates of duty on apparel
merely forces the U.S. consumer to pay higher prices for such merchandise than
would otherwise be necessary. Moreover, the U.S. industry has additional pro-
tection in the many provisions of U.S. law—i.e, Antidumping Act, Counter-
" vailing Duty Law, ete.—which can be used to increase duty rates on apparel
products when specific docnmented needs may arise.

Given the existing quota structure and those laws protecting American manu-
facturers from unfair trade practices, the U.S. apparel industry cannot reason-
ably conclude that they would be harmed by Tokyo Round tariff reductions.
Moreover, the U.S. apparel industry cannot cite the existence of a trade deficit
as a reason for enacting S. 2920. The difference in labor costs hetween U.S. and
foreign manufacturing is not as significant as in the past and the hottom line
cost of manufacturing and fmporting apparel from the Far East approximates
the costs of manufacturing the same garments in the U.S. (See Dailly News
Record, Monday, June 28, 1978, at 6). The domestic apparel industry shonld
attempt to decrease its own manufacturing costs and increase its export activity
before taking steps which could adversely affect the American consumer and the
U.S. importing community. For example. in its recent report on sweaters, the-
International 1'rade Commission noted that “U.S. sweater manufacturers have
exhibited little effort to use U.S. Government agencies such as the Bureau of
Internatinnal Commerce to help them establish exnort markets for their good”,
while “In contrast, the three largest exporters of sweaters to the United States
* * * depend heavily on their promotion centers.”

(Summary of Trade and Tariff Information, Sweaters, USITC Pub. No. 841,
Jannary 1978. at 15). Thus a world-wide reduction in tariff rates for textile
articles would help the U.S. manufacturing industry provided that industry
sfpent as much time, interest and effort in exporting their products as they do
in attempting to hinder the tmportation of apparel items into the United States.

Finally, with the severe quotas imposed on imported apparel products, the
American apoarel importing industry, which consists of American businessmen
employing tens of thousands of American employees in the United States, needs
reduced duty rates in order to remain competitive with U.S8. manufacturers who
are allowed to sell all the merchandise they are able to produce.
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In summary, therefore, we submit that the domestic apparel industry is more
than protected from imports by existing and contemplated quotas on imported
goods, The high rates of duty on imported apparel are not lessening the plight
of the domestic apparel industry, but are adversely affecting both the importing
community and the consumer.

A reduction in the rates of duty at the present time would provide a badly
needed stimulus to the importing industry without having a significant adverse
fmpact on domestic producers. In fact, any stimulus to the apparel industry is
likely to benefit the industry as a whole, Reductions in the rates of duty will
almost certainly result in reductions in the price of the consumer. Such reduced
prices may serve to reawaken consumer intercst, not only in imports, but all
production of apparel goods.

Accordingly, we request that every consideration be given to an across-the-
board reduction in the rates of duty applicable to articles of textile wearing
apparel, and that this Subcommittee vote not to approve S. 2920 which would
exempt textiles from tariff reductions negotiated pursuant to the Tokyo Round.

TABLE 67,—MFA LEVELS WHICH WERE 85 PERCENT OR MORE FILLED IN SPECIFIED AGREEMENT PERIODS,
BY COUNTRIES AND BY CATEGORIES

Agree-
ment
. level Importst
) Unit of (thou-  (thou-  Percent
Country Agreement period Category quantity sands)  sands) filled
Argb F;?public of Jan.1,1976-Dec. 31, 1976.c .o cecmemcmee oot ccsccna: socmcam e smnmcm am e e e
gYp!
Apr, 1, 1976-Mar, 31, 1977_. 9,652 8,700 9.7
July 1, 1976-June 30, 1977.. , 000 1,412 141.2
125 119 95.3
» 2 48 66 137.3
Haiti..coeaeeenn .. Jan, 1, 1976-Dec, 31, 1976.... . 4 590 555 94.1
2 99 86 86.0
16 19 114.4
333 333 100.0
239 . 0. 231 211 91.2
Hong Kong....... Oct, 1, 1975-Sept. 30, 1976__. .. 1-27, 200-213... quaarg Ylard t.' 241,854 210,115 8.8
. vivalen
22/23..c. e ?do ....... 38,110 43,877 115.1
28-3864-24143. _.._do. 55,373 101. 4
39-63,214-240. ... do. 593,376 103.0
Al/A2/A3and . ____do. 3,519 174.3
62 (pt).
49,695 102.3
38 152.2
543 180.2
4,964 103.3
1,290 115.2
4,255 123.1
1,256 12.7
52 96.7
23 318 241.3
india............ Oct.1,1975-Sept. 30, 1976. ... é 46, 664 102.6
10, 075 97.5
42,002 95.3
13,098 96.6
12,000 100.0
20,000 19,853 99.3
Jepand ... ... Oct. 1, 1975-Sept, 30,1976..._. 630,136 569,753 90.4
Kores........... Oct. 1, 1975-Sept. 30, 1976... ... 94 7,153 6,403 89,
5935 57 9.
3,917 3 93.5
. 24,813 21,595 86,
. Number...... , 147 3 98,
-.... Dozen pair.... 266 266 100.
..... Dozen 173 100.
36 152,
§2 95,
84 9.
931 99,
1,762 90.
13,421 91,
1,679 98. 8
499 96.
356 100. ¢
204 95, 8
2,000 100.0
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TABLE 67,~MFA LEVELS WHICH WERE 85 PERCENT OR MORE FILLED IN SPECIFIEC AGREEMENT PERIODS,
BY COUNTRIES AND BY CATEGORIES

Agm-
ment
: level Imports !
Unitof (thou-  (thou-  Percent
Country Agresment period Category quantity sands)  sands) filled
1,170 1,170 100.0:
829 769 92,
4,393 3.393 100.0
3,018 , 018 100,
47 47 100.0
4 39 88,
,868 3,748 96,
147 140 95,
- 965 859 8.0
797 197 100,
1,59 1,574 98,
68 168 100.
31 231 100.0*
92 192 100.0
1,282 1,333 103,
Macay,........ . Jan. ], 1976-Dec, 31, 1976...... 4 29 29 97.
Malaysia."...200 Jan. 5, 1976-Dec. 31, 197620000 2 Squarsysid.. 6,475 5,549 85.
45/46/07 . ... Square yard 5,330 5,303 100.0¢
equivalent.
54 Pound 33 250 107.
Mexico. ......... May 1, 1976-Apr, 30 1977...... g? %
37 112,
56 91,
36 97,
861 101,
Pakistan......... Jon. 1, 1976-Dec. 31, 19%6...... 85.2
47,079 87.9
5 682 90,0
10 834 81.6
25 543 108.1
15,017 100.0
13, 302 112.3
Philippines....... Oct. 1, 1975-Sept. 30,1976 ... u 84.8
’ 387 86.
89 89.2
54 112.7
87 9.9
1,124 97.
431 188.
1,181 162.2'
916 91.
30 92.
21 111.
292 9.3
612 159.
100 100.0°
15 .
2,269 90.
Poland........... Jan. ], 1975-Dec, 31,1976...... 4%3 }l‘!;
820 251.
Romanl Jan. 1, 1976-Dec. 31, 1976, 3?1 o
omanls......... Jon. oc. eonann .
' ) 50 127.
8] 87.
si Jan, 1, 1976-Dec, 31, 1976 L8 9
ngapore........ Jan, oc, 31,1976 .
po ! ! 4,047 140.8
2,190 9.3
Talwan..ceeao... Jan, 1, 1976-Dec, 31, 1976...... 34,815 86.6
1 , 289 95,
, 664 85.0/
918 98.4
14,810 97.6
151 96.7
289 9.3
54 91.2
12 9.1
60.._.. _—- L 48 102.0
1) S 5qu|r0 yard.. 5,497 4,846 88.2°

aquivalent.
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TABLE 67.—MFA LEVELS WHICH WERE 85 PERCENT OR MORE FILLED IN SPECIFIED AGREEMENT PERIODS,
8Y COUNTRIES AND BY CATEGORIES

Agree-

ment
. {evel Imports 1
Unit of (thou- (thou- Percent
Country Agreemant period Category quantity sands) sands) filled
25.. . ccecee.. Pound....... 950 864 91.0
0. .- Squareyard.. 2,000 1,837 91.8
3. Pound 9,523 9,523 100.0
4 .. Dozen...._... 1,615 9l1.
9 .-.do.. 5,303 , 092 95.
1 3,913 96.
4 9,703 90.
9 407 104.
K RN B . 780 102.
Thailand Jan, 1, 1976-Dec. 31, 1976 & Sovne 3?3 3?’
ailand. ........ an, 1, oc, 31, 1976....... O .
(. 2,478 107.
67274 4,100 9.2
48, .. Doze - 107,
208 .o iaaee Squareyard.. 1,000 1,422 142,

! Import figures represent the exports that are shipped from a foreign country during the agresment period specified,
Ht;uw;&v. som{e shipments may actually be imported into the United States after the specified agresment period.
sweaters,
8 Excludes duck (all TSUS items in category 26, except TSUS items with prefixes of 320, 321, 322, 326, or 327 and common
1ulﬂilxe; %f —Odl trln(rough -04, 06 and -08).
ncludes duck.
% Japan has no agreement limitation on category, group, ot asﬁreme levels. Elimination was carried out in two stages,
The first stage, effective Dec, 19,1975, eliminated limitations on all cotton g!us manmade fiber category levels. The second
slage, effective Feb, 15, 1377, eliminated the remainder of manmade fiber {imitations and all those on wool,
$includes shoe uppers (T SUS items 380.3980 and 382.3380).
T Includes men's and boys’ suits (TSUSA items 380.0420 and 380.8143),
 Includes other wearing apparel, knit men’s and bo!s' coats, (TSUSA items 380.0402 and 380.8103).
* Other wearing apperal, kni tncludes all of catagory 224 except TSUSA items 380,0420, 380.3143, 380.0402, and 380.8103,
10 Towels, excluding shop towels %TSUSA item 366.2740).
11 |ncludes all of category 43 and TSUSA items 380,0027, 382.0002, 282.0026, 382.0605, and 382.0610 in category 62.
:: g&a'rmz apparel not knit, n.e.s.
1.

Source: Compiled from official statistics of the U.S, Department of Commerce,

Note.—Data are compiled from Census reports through Feb. 28, 1977, except for the following: Brazil, through July 29,
}\9";! clogl%nbia and ngnco, through June 30, 1977; India and faiwar'u, through Mar, 25, 1919: and Romania, th(ouzh'

pr. I, .

— - eg—

STATEMENT OF ANDREW J. BIEMILLER, DIRECTOR, DEPARTMENT OF LEGISLATION,
AFL-CIO

The AFI~CIO supports S. 2020 to exempt textiles and apparel products from
the negotiations now underway in Geneva. This bill will make a technical change
to carry out the Congressional intent to reserve from such negotiations those
products on which the President has taken import-restraining actions. Textile
and appeal products clearly fall into this classification..

The bill amends Section 127(b) of the Trade Act of 1974 which directs the
President to reserve from negotiations those products which are already subject
to import restraints under Section 203 of the Trade Act of 1974 because import
injury bhas been determined. Under this provision, for example, color TV sets,
shoes, CB radios and specialty steel are reserved from negotiations. But textiles
and apparel imports are restrained under authority of the Agricultural Act of
19568 and therefore not excluded under the Trade Act. 8. 2920 extends 127(b)
to include them.

Import injury to jobs and production in textiles and apparel is an interna-
tionally accepted fact. There is no rational dispute about it. Floods of imports of
all types of textile and apparel products have cost jobs and production through-
out the natlon. Hundreds of thousands of jobs are gone and communities have
been disrupted throughout the country. The potential for further displacement
of a work force of about 2 million manufacturing workers should be a matter
of serious concern. '

Presidential action is in effect for textile and apparel products to prevent exces-
sive import injury. Section 204 of the Agriculture Act of 1956 allows the President
to negotiate agreements limiting imports into the United States of any agricul-
‘tural of textile product.
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An international agreement, the Multifiber Arrangement (MFA), has also been
negotiated and accepted by nearly 50 nations. Under the provisions of the MF4,
a country may restrain imports of textile and apparel products through the
negotiations of Bilateral Agreements with exporting countries, or, where no
agreement can be reached, through unilateral actions.

The U.S. has therefore negotiated under the Multifiber Arrangement (MFA)
and Section 204 of the Agricultural Act of 1958 quotas to limit imports of tex-
tile and apparel products of cotton, wool and man-made fiber. These quota agree-
ments have been negotiated bilaterally between the U.S. and 18 countries. There-
fore, textile and apparel products meet the intent of Congress in Section 127(b)
to reserve from negotiations those items which are subject to Presidential actions
because injury has been found.

This bill should not be necessary. The provisions of Section 127(b) also allow
the President to “reserve from negotiations other articles which he determines
to be appropriate” taking into consideration information and advice concerning
negotiations from the various agenclies of government. Unfortunately negotia-
tions from the various agencies of government. Unfortunately, howerver, the ex-
perience of the past few years in both Administrations has been a lack of concern
for the import problems of American industry and jobs.

Since January 1975, when the Trade Act of 1974 became law, the United States
has imported over $400 billlon worth of merchandise. Only 13 cases have been
decided under Section 201 of the Trade of 1874 which provides for investigation
by the International Trade Commission to determine whether imports have
caused injury to U.S. industry. Action 203, which provides for import rellef, has
been put in effect for only 4 cases—shoes, color TV sets, CB’s and speclalty steel.
Only these industries have recelved positive actlon by the President. It is no
lwonder that the textile and apparel industries have come to prevent further
njury.

This subcommittee 1s well aware that even in the 19 cases where fnjury has
been determined by the Commission, remedies have not always been forthcoming.
The most serious case reecntly was that of industrial fasteners where this sub-
committee recommended action and where the problem was referred back to the
International Trade Commission for further study.

The Congress has made its intent about import-sensitive industry abundantly
clear. The Trade Act of 1974 exempted textiles and apparel items under in-
ternational agreement from Title V preferential tariffs—zero duties on imports
from developing countries. Thus, it did not intend that further injury be allowed
to take place. The same exemption was listed for “import sensitive” manufactured
products. But, as the inrush of imports from the low-wage areas of the world
attests, the government agencies do not usually act in the natiocnal interest
against injurious imporis.

Estimates of potential job losses from tariff-cutting are, therefore, not neces-
sary to demonstrate the need for passage of S. 2920. But as the subcommittee is
well aware, there are estimates for job losses in apparel from a variety of sources.
Data Resources, Inc., states that a 50 percent cut would result in a loss of 200,000
jobs by 1985. This does not count the loss from supplying industries.

Amerlcan industry that has been injured is thus threatened with even further
injury from tariff-cutting. This was not the intent of Congress.

Simflar problems have arisen in other industries. Many members of Congress,
for example, have urged action to exempt the steel industry from tariff-cutting
under certain conditions. Despite the Administration’s efforts, imports of stee! in
the first five months of 1978 have been 50 percent higher than in the same period
of 1977, according to Commerce Department figures.

The New York Times recently highlighted the fact that manufactured imports
are now a primary cause of the U.8, trade deficit. The attached copy of an article
from the U.S. economy and on the dollar. The current disastrous situation {s the
result of administrative failure to protect the Interests of U.S. jobs and produc-
tion. $5 billton more imports than exports of manufactured goods in the first five
monthslnf this year 18 testimony to the cost that American workers and producers
are naying,

For these reasons, the AFT~CIO urees immediate action on 8. 2920. We also
urge additional oversight on the on-going trade negotiations and on the need to
carry-out and improve existing law. - )
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[From the New York Times, July 4, 1078}
MACRINERY, Mmuucrdm:n Goops Reprace O, as THE Tor U.S8. IMPORT
(By Richard Halloran)

DRAMATIC SHIFT BAID TO ALTER ADMINISTRATION STRATEGY FOR OBTAINING
CONCESSIONS IN UPCOMING BONN TALKS

Washington, July 4—Imports of machinery and transport equipment and of
manufactured goods, mostly from Western Europe and Japan, have overtaken oil
imports as the biggest drains in the nation’s expanding trade deficit.

This dramatic shift in the trade picture appears to be having an effect on the
Administration’s economic policies and the planned tactics Prestdent Carter will
use to try to galn concessions from industrialized natlons at the Bonn economic
summit meeting later this month,

The change in the import pattern emerged after an analysis of trade statistics
covering the first five months of 1978 released by the Department of Commerce
last week. It showed that o), once the nation’s leading import item, had dropped
to third place bebind the now first-time category of machinery and transport
equipment and the new second-ranking category of manufactured goods.

The change reflects the sustained American economic expanston, which has
pulled in more manufactured imports, as well as the decline in the United States
dollar, which has made imports more costly in dollar terms. The decline in oil
imports, meanwhile, resulted from successful conservation efforts, especially by
American industry, and public resistance to higher prices.

85.6 PERCENT INCREASE IN YEAR

According to the figures, from January to May, Americans bought $19.1 bitlion
worth of machinery and transport equipment of all kinds including machine
tools, electronic equipment including radios and televisions, automobiles, trucks,
rallroad equipment and ships, mostly from Europe and Japan, That was a 35.6
percent increase over the year-ago period.

In addition, the United States imported $18.2 billion worth of manufactured
goods including fron and steel, nonferrous metals, alloys, plastics, instruments,
medical equipment, bicycles and other items, again mostly from Japan and
Europe. That was a 88.8 percent increase.

Altogether, the value of those two categories came to $37.8 billion, or 45.9 per-
cent of all imports, more than double the $15.9 billlon Americans paid for im-
ported oll during the same period.

During the five months, the United States imported 1.2 biliion barrels of oll
worth $15.9 billion, down from 1.34 billion barrels worth $17.6 billion during the
same five months the year before. In fact, oil imports have declined by 10 percent
over the past year—the only Import category to do so. The President and spokes-
men for the Administration have taken little public notice of the change in im-
port patterns—instead following the official line of emphasizing the size of ofl
imports in order to push the bogged-down energy bill through Congress.

Even so, Administration officials indicated that new policy decisions based on
a revised assessment of the trade figures were taking shape.

OFFSETTING IMPORTS

One would be a modified strategy to reduce the trade deficit and to strengthen
the dollar, It reportedly calls for holding the line on oil imports, reducing im-
ports of machinery and manufactured goods and increasing exports to offset the
cost of imports.

Second. the President, at the Bonn meeting, “will point to the fact that the
energy ratio in our gross national product has gone down in industry and among
consumers,” a senfor officfal said.

According to sources in the Administration, Mr. Carter will switch tactics then
and tell the Europeans and Japanese that the flood of industrial goods from thelr
countries, rather than ofl, is causing the huge trade deficit in the United States,
and thus the dnllar weakness they deplore. -

Leaders in West Germany, France, Britain and Japan in recent months have
openly criticized the United States for the trade deficit and the dollar’s decline,
and have attributed them to excessive ol imports,
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Officlals here sald that Mr. Carter, who has not taken 1ssue with the criticism
in an effort to persurde Congress to pass his energy bill, would urge the
Europeans and Japanese to open more of their markets to American exports,
focusing on hidden barriers to American exports, He was also said to be pre-
paring to urge other leaders to stimulate their economics to absorb more of both

-thelir own products and the American exports.
But the President was further expected, as originally planned, to assure the
- other leaders that the United States would continue to hold down ofl imports.
Senfor economists within the Carter Administration cautioned that the trend
-to lower oil imports might be temporary, although several suggested that it would
-1ast for at least the rest of this year.

POLITICAL EFFECT UNCLEAR

“It's intriguing to speculate about what's heen golng on recently with ofl,” said
William Cox, the deputy chief economist at the Department of Commerce, “We
will have to see what happens during the rest of the year.”

A study group appointed by President Carter to find ways to improve the na-
tion’s export performance, which has been lackluster for two years, is expected
to make its recommendations known within a few weeks.

Politically, the effect of the changing import patterns on the President's energy
bill is unclear. Mr, Carter has proposed taxes to Increase the price of oll and thus
slow imports, and has threatened to impose import fees or quotas If Congress fails
to approve those taxes.

But Congress is reluctant to pass any new taxes in this election year, particu-
larly with the tax revolt, and the Senate has approved a measure forbidding the
President to impose oil import fees.

The trade deficit rose from $8.2 billion during the January-to-May period of
1977 to $14.8 billion for the comparable time this year—a stunning 79.percent
rise. Imports of industrial goods accounted for most ot that.

Senifor Government economists explained that the United States' expanding
economy partly accounted for the competitive drive of foreigners—their produc-
tivity rates were better than American rates, and thus they kept their prices
down. Slow economlic growth in Europe and Japan also forced more of their goods
into export markets.

CHEAPER DOLLAR A FACTOR

But some of the import Increase, ironically came from the cheaper dollar.
Classie economies says that a devalued dollar is supposed to slow imports because
foreign goods cost more.

Instead, Americans have been importing as much or more than before and
paying higher prices. Some orders had already been placed. Finding less ex-
pnsive suppliers takes time, and Americans having grown accustomed to such
foreign goods as Japanese cameras and West German cars, are continuing to buy
them despite the higher prices.

_ Government economists contend that the import surge will not last, that
eventually the higher prices will slow down the imports. But asked when, they
replied with estimates ranging from a year to five years.

‘Compounding the trade imbalance has been a relatively poor performance in
American exports. Exports of raw materials in the January-May period rose
-only 2 percent and chemticals oaly 5.3 percent.

But shipments of machinery and transport equipment, the biggest ftem In
American exports, jumped 9 percent to $23.2 billion. Experts of manufactured
goods were up 10 percent and, shipments of agricultural products, another export
gtaple. rose 18 percent.

PusrLio Law 98-618-—-JANUARY 8, 1975

(d) For purposes of this section, “major industrial country”
means Canada, the European Economic Community, the individual
member countries of such Community, Japan, and any other for-
eigt')n eoluntry designated by the President for purposes of this
subsection. '

“Major indus-
trial country.”
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SEC. 127. REBERVATION OF ARTICLES FOR NATIONAL SECURITY OR OTHER
REABONS

19 USC 2137. (a) No proclamation shall be made pursuant to the provisions
of this Act reducing or elilmlnating the duty or other import re-
striction on any article if the President determines that such
reduction or ellmination would threaten to impair the national
security.

37. {(b) While there 18 in effect with respect to any article any

15.  gction taken under section 203 of this Act, or section 232 or 351
of the Trade Expansion Act of 1962 (19 U.S.C. 1862 or 1981), the
President shall reserve such article from negotiations under this
title (and from any action under section 122(c)) contemplating
reduction or elimination of—

dnte, p. 1987. (A) any duty on such article,

{B) any Import restriction imposed under such section, or

(C) any other import restriction, the removal of which will

be likely to undermine the effect of the import restrictions
referred to in subparagraph (B).

In addition, the President shall also reserve any other article

which he determines to be appropriate, taking into consideration

information and advice available pursuant to and with respect to

the matters covered by sections 131, 132, and 133, where applicable.

Annual report (¢) The President shall submit to the Congress an annual re-

19 CPogTe%,  port on section 232 of the Trade Expansion Act of 1962. Within

19 USC 1862, 60 days after he takes any action under such section 232, the

President shall report to the Congress the action taken and the
reasons therefor. -

19 USC 1862. (d) Section 232 of the Trade Expansion Act of 1962 {s amended—

(1) by striking out “Director of the Office of Emergeucy
Planning (hereinafter in this section referred to as the
‘Director’)” in the first sentence of subsection (b) and in-
.sertiug in lieu thereof “Secretary of the Treasury (herein-
after referred to as the ‘Secretary’)”;
(2) by striking out “advice from other appropriate depart-
ments and agencies” In the first sentence of subsection (b)
and inserting in lieu thereof “advice from, and shall consult
with, the Secretary of Defense, the Secretary of Commerce,
. and other appropriate officers of the United States”;
Hearings. {3) by striking out the last sentence of subsection (b) and
Inserting in lieu thereof the following: “The Secretary shall,
it it is appropriate and after reasonable notice, hold public
hearings or otherwise afford interested parties an opportun-
ity to present information and advice relevant to such inves-
tigation. The Secretary shall report the findings of his in-
Report to vestigation under this subsection with respect to the effect
President. of the importation of such article in such quantities to the
effect of the importation of such national security and, based
on such findings, his recommendation for action or inaction
under this section to the President within one year after
receiving an application from an intefested party or other-
wige beginning an investigation under this subsection. 1f the
Secretary finds that such article is being imported into the
United States in such quantities or under such circumstances
as to threaten to impair the national security, he shall so
4 a;dvis‘e .the President and the President shall take such action,
and for d

STATEMENT OF DavID J. STEINBERG, PRESIDENT, U.S. COUNCIL FOR AN
OPEN WoRLD EcoNoMY

The U.8. Council for an Open World Economy, representing no commercial in-
terest, is a private, nonprofit organization engaged in research and public educa-
tion on the merits and problems of achieving an open international economic sys-
tem in the overall public interest.

The Council is here opposing legislation which would exempt from tariff
reducticns in the current round of trade negotiations those products subject to
trade vontrols under section 204 of the Agricultural Act of 1956. The products
Cnlll)rrently 80 covered are textiles and apparel of cotton, wool and man-made

ers. i
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The statutory exemption of certain products from the trade negotiations was,
at the outset, ill-advised. Such exemptions, and provision for executive exemy-
tion of other products, was in effect a revival of the old “peril point” exercise
which in its own day was a farce. This discredited practice was discontinued fn
the 1962 trade legislation, but implicitly it still tarnishes trade-policy judgments
in Congress, the Administration and the International Trade Commission. Gov-
ernment should be concerning itself with the problems of the nation's weaker
industries, but doing so coherently and constructively. Exemption from trade
negotiations does not meet this standard. Direct, deliberate concern with adjust-
ment problems i8 the course needed. Exemption from the trade negotiations is a
form of government assistance. To the extent that any trade-control assistance
is needed, it is justifiable only as part of a balanced coherent policy of con-
structive assistance to a deserving industry whose problems and needs have been
thoroughly diagnosed. Exemption nlone tends to divert attention from the search
for sound answers to these problems and needs.

Since products subject to trade regulation under the escape clause and other
import-control measures stipulated in the Trade Act of 1974 are exempted by that
legistation from the current round of trade negotiations, it would theoretically
appear consistent with such exemptions to exempt section 204 products as well.
However, such an exemption, if made at all, should have been made when the
Trade Act was enacted. To do it now, at this advanced stage of the trade negoti-
ations, would be highly disruptive, indeed a mischievous step, in addition to
expanding the distortions of what is simply and simplistically a textile-trade-
restriction policy and a far cry from the coherent textile policy—the textile ad-
Justment strategy—that 18 long overdue.

The systematic renewals of the multifiber textile arrangement, without the
framework of an industry adjustment strategy looking toward the earliest termi-
nation of this trade-control agreement, are distortion enough. Exemption of tex-
tiles from the trade negotiations, particularly at this late date, would not only
magnify this distortion. It would have serious consequences for the effectiveness
of the whole trade negotliation, threatening the benefits which the nation stands
to gain from this round of negotiations. Another cost would be the weakened
credibility of U.S. concern with the aspirations of countries which are not only
less developed but whose raw-material resources are crucial to our country's
economic viability—thus weakening U.S. leverage in urging these countries to
be reasonable and responsible in their raw-material export policies,

Congress should reject the exemption bills, and instead of such measures ask
the President to devise as quickly as possible (in cooperation with industry, labor
and the affected communities) a coherent adjustment strategy, not only for tex-
tiles (which should be given a high priority) but for all products covered by spe-
clal trade controls. An adjustment strategy calls for more than what “adjustment
assistance’ has come to mean under the trade legislation. It should include a re-
assessment of all domestic policles materially affecting the particular industry,
to make sure that none of these policies unfairly impedes the industry’s ability
to adjust to increasingly freer foreign competition. For example, nearly 15 years
ago the government corrected the two-price-cotton inequity which had placed
U.8. cotton-textile production at an unfair disadvantage in international compe-
tition. How many other inequities are there? Let's find out and correct those
that are found.

In short, instead of expanding the ill-conceived exemptions in the original
statute, the government should apply to textiles as perhaps the top priority the
adjustment strategy that should have been set in motion for all industries whose
products are deemed exceptionally sensitive to foreign competition, This would
show determination to address the real problems of these industries and set the
stage for a new, more enlightened approach to these issues when the next round
of trade negotiations is planned.

STATEMENT OF MICHAEL P, DANIFLS ON BEHALF OF THE AMERICAN
IMPORTERS ASSOCIATION

Mr. Chairman, members of the Subcommittee, my name {s Michael P, Danfels.
I am a partner in the firm of Danlels, Houlthan & Palmeter of this City. This
statement i8 being made on behalf of the American Importers Association, of
420 Lexington Avenue, New York City. The American Importers Assoclation is
the recognized spokesman for importer interests with a membership of over
1,100 firms engaged in importing. A substantial number of these firms are en-
gaged in the importation of textiles and apparel which are the subject of this
bill. We would be pleased to supply &8 membership list should the Committee
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wish to examine the composition of our membership. It is inconvenient, how.
ever, to attach such a list to our testimony.

We are opposed to S. 2020, We believe this legislation is based on a conceptual
error; is absolutely unnecessary; represents a clear cause of overreaching on
the part of the textile and apparel industries and their unions; would not be
in the best interests of the United States in the Multilateral Trade Negotiations
and if passed these exemption would be nald for by other industries in the
United States. Ultimately this legislation would be paid for by the American
consumer, -

The conceptual error which I refer to is the attempt by the proponents of this
legislation to draw an analogy between those products which are subject to
import relief pursuant to Section 201 of the Trade Act of 1974 (and therefore
exempt from duty reduction by virtue of Section 127(b)) and products subject
to negotiations under Section 204 of the Agricultural Act of 1936 as amended.

The analogy does not bear close analysis. In 201 proceedings reliet is only
granted when there is a finding of injury pursuant to an extensive investigation
by the International Trade Commission, including staff investigation, public
hearings and the collection of evidence and data by questionnaire and other
methods., Such findings are subject to review by the Executive Branch which in-
cludes the invitation of views by the Trade Policy Staff Committee and inter-
agency deliberations up to the highest level of the United States Government.

In negotiations conducted under the authority of Section.204 there is no re-
quirement for any public or investigative proceedings nor is there any criteria
of injury or indeed any other criteria for such action. .

United States action under Section 204 is governed by the Multifiber Arrange-
ment (MFA) as extended, Articles 3 and 4 of the MFA are the provisions under
which restrictive actions are taken. There are standards and criteria for taking
action under Article 3 which governs unilateral action, but there are practically
no standards for Article 4 action, which is the authority under which bilateral
agreements are negotiated, and which governs all of the restraints taken by the
United States. The administration has never, and apparently will not make
findings on injury or market disruption prior to taking such Article 4 action.
Indeed the characteristic of Amertcan action under Article 4 has been the so-
called comprehensive approach which covers all textile and apparel products
whether or not there is any evidence of market disruption relating to any par-
ticular product, This bas been & result strongly desired by the American indus-
try since they thereby obtain protection for products where there clearly is no
market disruption involved at all. If American textile restraints were all by
way of Article 3, and if the United States prior to taking Article 3 action made
findings of market disruption pursuant to the standards and criteria of the
Multifier Arrangement then perhaps there would be some analogy with Section
201 of the Trade Act governing safeguard actions. This is not, however, the way
in which the United States operates its textile program, Therefore we belieya
that the attempt to equate 201 and Section 204 actions is indefensible,

It is ironic that in the Kennedy Round the textile and apparel industries
were arguing against tariff cuts in the wool and man-made fiber sectors since
these fiber sectors were not covered by the then Long-Term Arrangement on
cotton textiles. In this round of negotiations they have reversed flield and argue
that because such arrangements are in place there should be no tariff reduc-
tions. The arguments advanced on behalf of this legislation then appear to be
arguments of convenifence and not of substance.

Even if the textile and apparel industries had a case for reduced reductions
in duties from the formula approach agreed upon in Geneva or the exemption
of particular products, this legislation represents an extreme and unnecessary
approach to the problem. The Congress has set forth in the Trade Act of 1974
elaborate pre-negotiation procedures which have given these industries every
opportunity to make their case and affect the final shape of the United States
offer for duty reduction. These have included intensive investigation by the
International Trade Commission and procedures before the Executive Branch
of government. As members of an ISAC committee, representatives of these in-
dustries have helped develop and have been privy to the offers made by the
United States and have had full opportunity to comment upon them.

Indeed, our understanding is that the United States offer in the textile and
apparel sectors is substantially less than the 40 percent reduction agreed upon
in Geneva as the general rule and there are a substantial number of exemptions
of particular products in the United States offer. We further understand that
this offer is currently under review for further withdrawals. It appears to us
that the procedures of the Trade Act represent more than adequate protection
for these industries. Based upon our knowledge of the United States offer this
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fndustry has effectively presented its concerns and obtained extraordinary spe-
cial treatment.

There is a very weak case against duty reduction for this industry. The
textile and apparel industries are the most protected and, in our opinion, over-
protected industries in the United States. The 18 bilateral agreements which
the United States has negotiated under the authority of the MFA cover the bulk
of our textile and apparel import trade, and, as stated by the administration,
“only 6 percent of United States textile and apparel imports are from less de-
veloped countries with which we have no agreement.” These agreements are
extraordinarily restrictive. Again, as stated by the administration, imports
from countries covered by these agreements grew by an average annual rate of
only 0.7 percent between 1972 and 1077, In addition to the bilateral agreements
textile products are completely exempted from the provisions relating to the
generalized system of preferences (GSP). Exactly to the point of the bil] before
the Committee, the textile and apparel sectors have the highest duty structure
of any major industrial group in the tariff schedules. Attached hereto {s Table 1
which shows the value of United States {mports for consumption by traiff
schedule by ranges of ad valorem equivalents. Table 2 shows U.S, imports for
consumption by tariff schedule, and proportions dutiable in various ranges of
ad valorem equivalents, An examination of the tables substantiates our conten-
tion that these fndustries have the highest-rate of duty protection of any indus-
try in the United States. These duty levels are also considerably higher than
dutfes on textile and apparel produets by the other principal importing coun-
tries, the European Community and Japan. Attached hereto as Table 3 is a com-
parison of textile tariffs as computed by the European Commission showing the
ad valorem equivalent of the United States duties substantfally above that of
the EEC and Japan. In the distribution of imports by the level of duties a very
substantial proportion of the United States textile products are in the higher
ranges above 20 percent with practically all of the EEC and Japanese duties
under the 20 percent range. The recent ITC study on conversion of specific and
compound rates of duty to ad valorem equivalents shows extraordinarily high
individual duties in the textile schedules ranging up to an advalorem equivalent
of 122.8 percent for certain wool fabrics. The extremely low rates of duty
existing in Japan and the TC have made this a difficult negotiation, since these
countries are reluctant to reduce their duties further in the face of such ex-
traordinarily high United States duties in these sectors.

Given these extraordinarily high rates of duties we believe that they should
be subject to at least the formula duty reduction of 40 percent, a result which
should be palatable to our economic interests, particularly since it is contem-
plated that these duty reductions will be staged over a long time period.

We believe that the Committee should bear clearly in mind that if this legis-
lation is passed and the textile and apparel sectors are exempted from the Multi-
latelr;lf'l‘il;ade Negotiations there is a substantial risk that the entire negotiations
con afl.

It is also important to note that should this legislation be passed it will be other
American industries who will pay the price. Under the rules in Geneva, exemp-
tions made in one area must be made up by cuts in other areas so that other
American industries will pay the price of greater exposure to import competition.
The way we believe it will actually work in Geneva, however, is that withdrawals
or derogations from the formula cut will be met with similar withdrawals and
cuts on the part of our major trading partners and that it is not likely that these
cuts will be confined to the textile area. Rather, we belleve, withdrawals will be
sought by our trading partners in areas of greatest interest to American
exporters. .

The question clearly before this Committee therefore, should it seriously con-
sider this legislation, is whether it is worth sacrificing the interest of other
industries with an export potential in order to grant such extraordinary protec-
tion to the textile and apparel sectors.

In the end the ultimate price of such exemption would be paid by the Ameri-
can consumer who has already faced rising prices for his clothes, a large item in
family budgets.

T will not burden the Committee with statistics bearing on the performance of
this industry or the pattern of imports into the United States in this statement.
Should the Committee desire we would be more than pleased to submit our
analysis of the available data.

For the foregoing reasons we respectfully urge the.Committee to take no action
on this legislation,
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TABLE 1.—VALUE OF U.S. IMPORTS FOR CONSUMPTION, BY TARIFF SCHEDULE, BY RANGES OF AD VALOREM EQUIVALENTS, 1973

[in thousands of dollars]
Dutiable at—

Dutiable
Tariff category Totat Duty fres 0lt5 5.1t 10 10.1t0 15 15.1 to0 20 20.1 to 30 30.1 to 40 40.1 t0 49.9 S0 or more  but no AVE
1. Animal and vegohblo products_.. 8,003,459 3,232,339 968, 747 2,949, 623 512, 764 159, 952 36, 950 36,346 18,064 25, 305 63, 369
2, Wool and paper; printed matter._. 3, 850,536 3,029,721 211,733 335, 527 28, 022 241, 886 3,617 30 . e ceemmenns
3. Textile fibers and textile products_ 3, 358,654 353,294 32, 502 366, 959 298, 984 534, 625 650, 843 985, 455 135, 505 457 30
4. Chemicals and related products___ 6,919,702 1, 563, 443 4,461,698 205, 453 $32, 388 127,681 18,575 177 51 1 10,233

5. Nonmchlllc minerals and prod-
........................ 1,739,070 744, 635 44, 118, 087 179, 632 77,221 135,477 15, 640 924 22,750 ...
6. Meuls and metal product; _______ 24, 498, 867 7,235,623 9,879,351 5,969, (60 946,119 110, 455 123,990 15,920 3 82717 210, 063
215 681 392,397 855, 518 2, 465, BSS 556, 611 581, 348 267, 986 70,773 3,884 135 20,574
8. Spocul classifications....___.__ 1,183, 89, D I LT v U Y e m om e mm—mn —m e mmmmmmmm o —m e mmemn e ooz 39,572
9. Temporary modifications..._.___. 512, ‘57 90,617 oo aceaaanaa 392,393 14, 326 6,536 2,036 6,549 - _______...
Totad i §5,282,319 17,788,392 16,854,253 12,410,564 3,084, 520 2,225,561 1,251,764 1,130,877 160, 467 64,074 343, 347

Note.—Published by the U.S. Senate, Committes on Finance, ‘““Analysis of the Trade Agreements Source: Compiled by the U.S. Tariff Commission from official statistics of the U.S. Departmeat of

Program and the Trade Reform Act of 1973, June 1974,

Commerce.
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TABLE 2.—V.S. IMPORTS FOR CONSUMPTION, BY TARIFF SCHEDULE, PROPORTIONS DUTIABLE IN VARIOUS RANGES OF AD VALOREM EQUIVALENTS, 1972

[in percent]
Dutiable at—

* Dutiable
. Duty St 10.1 to 15.1 to 20.1 to 30.1 to 40.1 to 50 or but no
Tariff category Total free 0It5 10 15 20 30 40 49.9 more AVE
1. Animal and vegetable products. ... 100 40.4 121 36.8 6.5 2.0 0.5 0.5 0.2 0.3 0.8
2. Wool and paper; printed matter.....______ .~ - 100 78.71 5.5 8.7 .7 6.3 .1 (2 -
3. Textile fibers and textile products_ - 100 10.5 1.0 10.9 89 15.9 19.4 29. LS S
4. Chemicals and related products._. .. - 100 22.6 64.5 3.0 1.7 1.8 .3 (2 (? (2 .1
5. Nonmetallic minerals and products__.... . ______ 100 42.8 25.6 6.8 10.3 4.4 7.8 . . ) U S,

6. Metals and metal product: 100 2.5 40.3 24.4 39 4 .5 (1) (? zl) .
7. Miscellaneous products 100 7.5 16.4 47.3 10.7 1.1 5.1 14 . N .4
8. Special classifications. - 100 9.7 - 33
9. Temporary modifications 100 12.7 76.5 2.8 1.3 .4 ) U
Total 100 2.2 30.5 22.5 5.5 4.0 2.3 2.0 .3 .1 .6

1 Less than 0.05 pct. Source: Table 1,

Note.—Published by the U.S, Senate, Committee on Finance, ““Analysis of the Trade Agreements
Program and The Trade Reform Act of 1973, June 1974,

901
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TABLE 3.—COMPARISON OF TEXTILE TARIFFS

[n percent}
EEC USA Japan
I Aver; l’lmti'f:: oduct
extile products: N
N iBMIBd .o e e ceeeceecncecnersaeearcnenn 9.6 16.9 11.9
; ;J:tim:ﬁ..ﬁ.. et 1001 a1 74
. Tari haadin%s subject to du
L1 LT T, 10.4 17.6 13.0
w:ti:lvw:gi !?.‘ ................... fereacaeesenana 14.4 23.9 13.5
11, Distribution of imports by volume: Mfn origin—level of duties
(percent):

AH3  DH¢  AH3 DH ¢
; B8 58
S0 120 140 180 330
10.1 to 120 14.0 16.0 29.0
151 to 11.0 120 120 2.0
20.1 to 11.0  13.0 6.0 12.0
25.1to 6.0 7.0 . .0
30.1to 30.0 340 ———

40.1 to 4.0 4.0

1 Simple arithmetical average of rates,
2 Mfn weighted average.

3 AR =all taritf headings.

¢ DH == dutiable taritf headings.

Note.—Imports bearing zero duty ratings are almost entirely composed of primary products (but untreated wool is
-subject to tanff in the United States).

Source: European Commission.

STATEMENT OF KNITTED TEXTILE ASSOCIATION, HARVEY GELMAN, PRESIDENT

The Knitted Textile Association i{s the national spokesman for the kmitted
fabric producers of the United States, The annual output of this jndustry is
villued at over $4.0 billion and last year it provided a livelihood for an average of
72,000 men and women.

This Association's members account for more than 80% of that production.
The knitted piece goods which we manufacture is consumed for the most part by
garment manufacturers in the United States, The portion of our output which is
exported is relatively insignificant. We have not been able to penetrate foreign
markets to any notuble extent. Obviously, the future of the knitted fabric indus-
try is dependent on the existence of a flourishing American apparel industry.

But apparel production in the United States is far from flourishing. It is under
increasing pressure of fmports which are displacing the American produect,

The Knitted Textile Association is thus vitally concerned about the dwindling
share of the market left for American garments. It considers that any tariff cuts
-either on knitted fabrics or on the end products made of knitted fabrics will accel-
erate the destructive trend already under way. Any such tariff reductions can
only aggravate the attrition which imports have already caused under existing
duties.

We urgently request that your Committee approve 8. 2920, the effect of which
would be to exclude all textiles and textile products from negotiations in the
Tokyo Round. We wish to be associated with the statement which labor and
industry representatives have jointly presented to your Committee in support of
this bill. We ask that our statement also be made part of the record.

Imports of apparel of cotton, wool and man-made fiber in 1977 amounted to
-over 2.6 billion square vards. In the light of the estimate that approximately 40%
of all apparel in the U.S. market is made of knitted fabric, and applying roughly
the same proportion to imports, the seriousness of the impact of imports on the
‘knitted fabric industry is too clear for question.

Apparel imports, moreover, have been mounting steadily. They came to a
total of 1.0 billion square yards equivalent in 1974 as compared with the above-
mentioned total of 2.6 billion last year. Moreover, if we project the increase of
:apparel imports in 1978 on the basis of the first five months’ figures, another
rise of approximately 259% is likely this year. This would be additional to the
-increase of 35% which has occurred between 1974 and 1977.
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Meanwhile, knitted fabric production in the United States in the same inter-
val, between 1974 and 1977, bas suffered a decline of 169,

Even if it be acknowledged that not all of the ills of the knitted fabric indus-
try are to be attributed to imports, they have surely been a major factor con-
tributing to the overcapacity and overproduction that have depressed this
manufacturing sector and have caused several hundred firms to abandon pro-
duction either through Insolvency or voluntary liquidation. To cite the situation
in the double knits, the largest sector of the industry, less than half of the
double knit machines that were installed and in place five years ago are oper-
ating today.

Whatever other adversities have contributed to this decline, ineffictency is
not one of them, T'he manufacturer of knitted fabrics in the United States is at
least as efficlent as any other in the world. His machines are of high speed,
his organization is generally acknowledged to be superior. However, the knitted
fabric industry will have no opportunity for rehabilitation if the apparel market
it serves should continue to contract as imports take over an increasing share
of American consumption.

Such a loss of market potential caused by imports is a discouragement to
capital investment, Moreover, it should be noted that machinery acquired by
American mills at high prices when new, are often disposed of at distress prices
in mill liquidations and are sometimes sold abroad at prices far lower than those
paid initially by American mills, Were tariffs on knitted fabrics to be reduced,
this industry wouuld suffer not only through apparel imports but through fabric
imports too made on these very machines in low-wage countries.

We therefore urge your favorable action on S, 2920.

STATEMENT OF THE AMERICAN RETAIL FEDERATION

The American Retail Federation takes this opportunity to present this state-
ment concerning S. 2020, now being considered by the Subcommittee on In-
ternational Trade of the Senate Kinance Committee. The Federation represents
through its members, over 1,000,000 retail establishments that employ nearly
14,000,000 Americans.

The American Retafl Federation urges you to take no action on 8. 2920 for
two reasons: First, such an action would interfere with the Multilateral Trade
Negotiations and have a very adverse effect on international trade; and second,
S. 2020 would have an adverse effect upon consumer prices in the United States.

The Multilateral Trade Negotiations are in their most critical period. After
years of speclal study through Industry Sectoral Advisory Committee established
by the Congress under the ''rade Act of 1974, the United States has developed a
balanced trade proposal. The textile industry has had the opportunity to make its
views known through those advisory committees as have other industries. When
the United States submitted its negotiating offers in January of this year it did
80 based upon the advice of the ISACS, the policy committees, information from
the United States International 'frade Commission, and from public comments
filed with the Trade Policy Committee. In order to achieve a U.S. tariff reduction
policy in a non-discriminatory manner, the Office of the Special Trade Repre-
sentative established standards for determ$ning which products weuld be nega-
tive exceptions to the tariff reduction formula finally agreed to in the multina-
tional trade negotiations. These U.S. offers reflect a balanced approach to the
international trade problems affecting all United States Industries, groups and
citizens. At this critical stage in the negotlations, an exemption for all products
covered by the Multifiher Arrangement would certainly have an adverse effect
upon the negotiations. It would also be a repudiation of the advisory system es-
tablished by Congress in the Trade Act of 1974.

The second reason. which to retailing may be the very primary reason that
8. 2920 should be disapproved by this committee, is the adverse effect which it
would have on consumer prices. In this day of rising inflation, anything which
adds to the cost of goods or limits competition will have an inflationary impact.
The marketing techniques of the American retail industry permit the offering
to the American public of a broad assortment of merchandise at reasonable
nrices, The prices of small or large retailers are generally about even, so that
there is & good balance between these two categories of retatlers. thus maintain-
ing stiff competition. The American public benefits from that competition. The
ability to broaden the offering of assortments of merchandise in style, quality
and price becomes an important ingredlient to a retailer.
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Merchandise Imported by retallers causes the prices of domestic goods to be
lower than {f there were more restrictions imposed upon retailing, United States
consumers benefit from these lower prices. To withhold the Multifiber Agreement
from the tariff reduction formula and tariff cuts of the Tokyo round would oper-
ate as a continuing or additional restriction on importing.

One of the options in dealing with inflation caused by the deflating dollar is
to reduce tariffs. In recent years the deflating dollar has added substantially
to the landed cost of imported goods, thus increasing the price to the consumer,

The use of both quotas and high tariffs on textiles and apparel as a protection
to domestlce industry limits the selection of goods available to the consumer and
reduces competition.

Competition among manufacturers is just as important as competition among
retailers, although this i3 not always recognized by the manufacturers and labor
unions who would discourage importing. The presence of competition at every
level of distribution is an Important factor in reducing consumer prices,

At this time we urge this committee to allow the Special Trade Representative
to continue the negotiations on tariff reductions without mandatory legislative
exceptions such as those set forth {n 8. 2920.

STATEMENT oF THE FEDERATION OF APPAREL MANUFACTURERS, KURT BABNARD,
EXECUTIVE DIRECTOR

I am submitting this statement on behalf of the ¥ederation of Apparel Manu-
facturers (FAM). FAM is a federation of the following nine associations col-
lectively representing some §,500 manufacturers of women’s and children's
apparel : New York Skirt & Sportswear Association, Inc.; Apparel Manufactur-
ers Association, Inc.; Affiliated Dress Manufacturers, Inc.; National Association
of Blouse Manufacturers, Inc.; New York Coat & Suit Association; New York
Raincoat Manufacturers’ Association, Inc.; United Infants’ & Children’s Wear
Assoclation, Inc.; The Belt Association, Inc.; and Infants’ & Children’s Coat
Association, Tne. FAM was formed in early 1977 to represent the women’s and
children’s apparel industry, FAM has a vital ongoing interest in the trade policies
of the United States. FAM's executive director is a member of the Apparel Indus-
try Sector Advisory Committee for the Multinational Trade Negotiations.

FAM strongly urges the adoption of §. 2020, a bill to amend § 127(b) of the
Trade Act of 1974 which would effectively exciude textile and apparel products
from the tariff cutting negotiations, Legislative history indicates that such an
amendment {s clearly consistent with the original intent of § 127(b) :?

Under Section 127(b) of the Committee bill * * * any article which {s sub-
ject to an import relief * * * would be excluded from any trade negotiations
% %

It is not disputed that the apparel industry is an import sensitive market.
This is evidenced by The Multifiber Arrangement, the eighteen bilateral textile
agreements, eleven consultative agreements, and the Trade Act’s exclusion of
textiles from being granted GS1' (Generalized System of Tariff Preferences)
treatment. To permit tariff reduction on apparel items would negate the very
purposes of these efforts to protect the industry.

Tariffs for apparel items help to offset the competitive disadvantage suffered
by domestic firms resulting from the tremendous wage differential between the
United States and foreign countries in this area of production. The following are
examples of 1975 estimates of hourly wages with which U.S, firms are competing:
Mexlco—58¢; Columbia—46¢; Costa Rica—41¢: Honduras—389¢; Jamaica—33¢;
Trinidad and Tobago—58¢; Haiti—18¢; Philippines—15¢. Notwithstanding
United States present tariffs, these wage differentials have encouraged increased
imports of women’s and children’s apparel to a point where imports account for
over 50% of certain types of apparel and 20% and more of many others.

Because of its labor intensive character in the United States, women’s and
children’s outerwear is not in a position to look for expansion through export to
foreign markets. In fact, as exemplified by the following table, the apparel in-
dustry is experiencing a negative trade balance:

11974 U.8. Code Cong & Adin News 7245.



In millions

Apparel exports, 1977 oo ee $524. 1
Apparel imports, 1977 c e acccecaaee ———— - 3,0604.7
Negative trade balance 3,170.6

In the United States, payroll alone equals approximately thirty percent of the
value of shipments.

CURBRENT TARIFF8 HAVE NOT DETERRED IMPORTS

The current United States tariffs on apparel items have been insufficient to
deter imports into the United States, The table below demonstrates the extent
of import penetration into the domestic women’s and children’s clothes market.

Percent change between

1961 and 1976 Import penetration as percent
- of domestic production
Domestic

Imports production 1961 1976

Coats and Jackets. ..o ocoencaiieaca e reraee +-4,400.0 +0.7 1.1 49.5
Dresses and suits_ ... ........L....l..l.lo. +4582.4 —20.8 0.8 7.2
. +379.9 +12.1 12.7 54.2

+3,284.6 +85.2 5.9 102.6

+1,790.2 -19.5 5.1 119.1

+1,780.0 —26.8 .4 10.5

+4-326.0 +171.3 25.8 40.6

+833.3 -19.1 5.5 62.9

Dressing gowns and robes +360.0 =17.6 1.5 1.8
Nightwear and pajamas. +44.4 +36.0 2.4 2.5
Underwear___...._..... +1,211.8 -1.7 0.2 2.5
+233.3 +0.6 15.2 50.9

GEOGRAPHIC DISTRIBUTION OF APPAREL FIRMS

The geographic distribution of apparel firms is significant. More than sixty
percent of hosiery, jeans, shirts, nightwear, men's suits, and underwear is pro-
duced In 5 to 26 states, On the other hand, more than 80% of women's aud
children’s outerwear 1s produced in one state, New York.

In New York City, women’s and children’s apparel manufacturing accounts
for about 150,000 jobs (down from over 200,000 eight years ago). It generates
an estimated $100 million in direct and indirect state and local taxes. An esti-
mated 100,000 buyers are drawn to New York City from stores in fifty states,
filling city hotel rooms, cabs, restaurants, shops, theaters, and service establish-
- —ments. Increased imports and corresponding decreased domestic production
\ciivould thus have deeply depressed effects on an already economically troubled:

ty.

THE RETAILER, NOT THE CONSUMER, WILL BENEFIT FROM TARIFF CUTS

Presently, the risks of buying abroad (e.g., tying up funds in letters of credit,.
difficulty of returning defective or wrong merchandise, lack of quality control,
unreliable fulfillment commitments) have compelled retailers to turn to New
York manufacturers for imports. The domestic manufacturer supplements the
volume generated by his own manufacturing operation by doing importing ana
domestic distribution. This enables many manufacturers to stay in business in
spite of imports. These manufacturers fill their customers' needs for lower-priced’
iorglign goods and at the same time fill their needs for original American-made

ashions,

Tariff cuts would be Incentive for retailers to bear the additional risks in im-
.porting directly, bypassing the U.S. manufacturer-distributor. The tariff cut
would be enough to compensate the retailer for the additional risks involved In
importing directly.

The retail operating results published regularly by the Federal Trade Com-
mission, in the SES’s SK-10 forms filed by retailers, the yearly Cornell University
studies of the discount department store industry and the supermarket industry,
and the annual operating results of conventional department stores issued yearly
by the National Retail Merchants Association reveal that inflationary pressures,
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combined with consumer sophistication, have prevented most retailers from fully
passing their cost increases on to shoppers. They absorb some or many of the
costs of doing business. Retailers severely need to enhance gross margin; tariff
reductions are not likely to be passed on as savings to consumers. Retailers will
apply the reduction to profits being eroded by escalating costs, from taxes to
advertising, from utilities to rent, from merchandise to payroll, from interest
rates to employe benefits,

It is not unreasonable to assume, moreover, that as the economic appeals to
retailers of low-cost apparel imports, increase, quality control will slip. If this
assumption is correct, consumers will pay the same as before, but for lower
quality merchandise. Whether or not quality deterforates, the United States
manufacturer would be driven out of the manufacturing business and bypassed
as an importer. The jobs he provides in either capacity would vanish as would
the taxes he pays and generates indirectly.

In 1977, the Chairman of the House Subcommittee on Trade requested that
the Library of Congress determine whether the presumed lower cost of imported
products results in an overall lower cost to the American consumer. The Library
of Congress concluded * that the markup ratios on apparel imports appear to be
higher than those on domestic apparel products. Any lower costs of apparel im-
ports within the United States accrue to retailers by way of higher profits, not
to consumers by way of lower prices. ’

For all of the above reasons, the Federation of Apparel Manufacturers strongly
endorses S. 2920.

TEXTILE DISTRIBUTORS ASSOCIATION, INC.,
New York, N.Y., August 8, 1978.
Re Senator Hollings bill 2, 2920.

U.S. Senate Committee on Finance,
Dirksen Office Building, Washington, D.C.

GENTLEMEN : The following is a statement, for the record, to the U.S. Senate
Committee on Finance, submitted by Mr. Irving Kaplow as Chairman of the
Board of the Textile Distributors Association, Inc. Mr. Kaplow is also President
of the Greige Goods Division of Reeves Brothers, Inc.

We appreciate the opportunity which this U.8. Senate subcoramittee has of-
fered our Association in permitting us to submit this statement in support of
Senator Hollings bill (S. 2920). -

The Textile Distributors Assoclation is the marketing trade assoclation for
those companies involved in the distribution of finished apparel fabric to the
apparel manufacturing and retail trades. Our membership consists of approxi-
mately 180 companies, with indivigual sales volume ranging from less than one
million annually to well over one hundred million. This Association takes
pride in representing both small and large business.

Here are five hard facts which the Senate must accept as axiomatie in your
deliberations on the Hollings bill:

1. An increase in textile and apparel imports 18 also an Increase in unemploy-
ment with concomitant welfare costs and the major intangible costs which
result from an enlarged poverty segment of soclety.

2. The textile and apparel industry is basically “small business”. The largest
manufacturer of textiles produces less than 7 percent of our total production.
The average producer is relatively small, and this {s even more true in the ap-
parel industry. Small business in our industry represents a bastion of our in-
dustrial democracy. but will be the first business vicetim of increased Imports
and tariff reductions. '

3. The textile industry resources will be crucially taxed in order to comply
with various recent regulations relating to OSHA and environmental control.
It is likely that dust and noise control alone will require annual investments in
excess of the total annual profit of this industry.

Significant reductions in our tariff structure will make 1t almost impossible
for our industry to make these major new investments. ’

4. The apparel industry represents major employment opportunities for mi-
nority population cities, such as New York and Los Angeles. There is no doubt
that the loss of jobs in these industries in New York, for example, has con-
tributed seriously to its financial crisis. Tarliff reductions on textiles and apparel

2 Suhcommittee on Trade of the House Commlitter on Ways and Means, Library of Con-
gress Study on Imports and' Consumer Prices (July 19, 1977). v
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would undoubtedly lose jobs in New York and Los Angeles where minority groups
need stepping stones in order to become secure members of our society. Further-
more, in other geographical areas, including almost every State in the Union,
about 80% of textile and apparel workers are women and/or black and/or His-
panic people for whom such employment opportunities represent security.

5. Advocates of tariff reduction maintain that imports represent an antiin-
flationary influence. We are not aware of any definitive studies which 8o prove.
On the other hand, there is very good evidence that the retall establishment
sells import products at the same price level as domestic products, realizing
as much as two to three times the mark-on. We trust that we will not be mis-
understood on this score. Profits are very important, but let us clearly under-
stand that imports are a good profitmaker and not a significant factor in reducing
the consumer’s cost of living.

We complete this statement by asking that the Senate contemplate whether
there i8 a secure place in our soclety for the less skilled, the minority groups
such as women, blacks and Hispanics, or whether such Americans become perma-
nent members of a welfare class. If this country should reduce tariffs on tex-
tiles and apparel products, we will hurt these workers and we will hurt small
as well as big business at a time when we need all our resources to maintain
our market share.

Accordingly, for all of these reasons, the Textile Distributors Association
strongly supports the passage of S. 2020, and we thank you for the opportunity
to submit this statement.

Respectfully submitted,
IrviNg KAPLOW,
Chairman of the Board.

STATEMENT OF EARL S. RAUEN, PRESIDENT, WORK GLOVE MANUFACTURERS
ASSOCIATION

SUMMARY

The Work Glove Manufacturers Assoclation is seriously concerued over the
adverse impact on its firms and workers if the U.S. offer to reduce tariffs on
textiles and apparel is implemented in the Multilateral Trade Negotlations.
Such action appears inevitable unless prevented by the intervention of Congress
through enactment of legislation such as S. 2920.

MTN tariff cuts in the fiber/textile/apparel sector would certainly result in
a greater influx of imports, thereby aggravating the industry’s serious import
problem and further weakening the already ineffective import regulatory mecha-
nism under the Multifiber Arrangement (MFA) and the bilateral agreements
extant with major supplying countries.

Were tariffs to be reduced on cotton work gloves, it would represent yet an-
other cruel rebuff at the hands of the Executive Branch for this industry, which
has seen two separate petitions for import relief under the safeguard provisions
of the Trade Act denied by the International Trade Commission.

The production of cotton work gloves {s highly labor-intensive and Far Eastern
low-wage supplying countries, including Communist China, have increasingly
penetrated the U.S. market at the expense of domestic output and jobs. Imports
in the first half of 1978 accounted for over 29 percent of the total market. This
is an import penetration rate no domestic industry can long endure and yet
survive. If tariffs on cotton work gloves were now to be reduced, it would spell
the complete demise of this small industry. We hope members of this Subcom-
nittee will help to prevent this tragic occurrence by reporting out favorably
S. 2920 and working for its passage at this session of Congress.

I am Earl S. Rauen, President and Chief Operating Officer ot Indianapolis
Glove Company, Inc. I am also the President of the Work Glove Manufacturers
Association, a trade association whose members account for the great bulk of
the domestic output of cotton work gloves—an industry whose very survival is at
stake if the U.S. duty on imports of this product is reduced as we believe may
be in the offering at the multilateral trade negotiations at Geneva.

MTN tariff cuts would undermine textiles/apparel import safequard mechanism

We, as one segment of the thousands of firms and almost 2!, million workers
whose economic well-being depends on the viability of the textile and apparel
gector in the United States, are serlously concerned that the U.S. offers to cut
textile and apparel tariffs, if carried out, threaten to undermine irreparably the
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essentially fragile safeguard which now exists against disruptive import surges
through the mechanism of the Multifiber Arrangement (MFA) and the 18 sepa-
rate bilateral agreements negotiated by the United States with supply countries.

Our trade negotiators indeed have rationalized to our industries that, be-
cause of the existence of these special arrangements with regard to the inter-
pational trade in textiles and apparel, any reduction in textile tariffs could
take place without damaging increased import impact, Moreover, they suggest
to the contrary that tariff cuts for textile and apparel items could convey benefits
in expanding opportunities for U.8, exports of such items to third country markets.

Such rationalizations are both misleading and false. Multilateral tariff re.
ductions in the textile and apparel area will not compensate sufficlently for our
higher labor and material costs to enable U.S. exports to be competitive in world
markets against the low-wage, low-cost, and frequently subsidized exports of
developing countries.

Moreover, 1t is indisputable that the MFA and bilaterals negotiated under
the framework of the MFA have not prevented damaging import growth at the
expense of domestic jobs and output. The MFA and bilaterals permit imports
to enter the United States at an annual compounded rate of 8 percent or more.
Domestic output has simply been unable to keep pace with that import growth
level. The result is that 1977 produced the highest level of imports for apparel,
and a record textile/apparel trade deficit of $3.4 billion. Moreover, textile and
apparel imports in the first five months of 1978 were 28 percent above the same
period last year in yardage terms, with the textile/apparel trade deficit for the
first five months of 1978 running at an annual rate of $4.4 billion,

Cotton work glove industry would suffer new blow

The foregoing comments have direct relevance to the growing adverse eco-
nomic situation in the cotton work glove industry. Our small industry produces
an item of apparel which, though embraced under the MFA and the bilateral
agreements thereunder, is being supplied in our marketplace in ever increasing
quantities from foreign sources,

In proposing a cut in the tariff on cotton work gloves, our trade negotiators in
Geneva would be oblivious to the fact that our industry has been fighting a valiant
uphill battle against disruptive imports of cotton work gloves. Cutting the tariff
on cotton work gloves would constitute yet another cruel rebuff at the hands of
the Executive Branch for this industry, which has repeatedly sought to attain a
measure of import relief under the safeguard provisions of the Trade Act of 1974.

In this regard, a Section 201 (escape clause) petition to the International
Trade Commission in 1975 covering all work gloves, Including cotton work gloves,
was rejected. When, fn December of last year, the cotton work glove industry
separately petitioned for import relief under another Trade Act provision, i.e.,
Section 408, to counter the severe disruption of the cotton work glove market
resulting from rapidly increasing imports from Communist China, at prices no
U.S. supplier could compete with, that petition too was denied by the Interna-
tional Trade Commission. ‘

A major factor {n the ITC’s rejection of the escape clause petition was a Judg-
ment by Commission members that other industrial sectors in work glove manu-
facturing seemed to be holding up better against fmports than did cotton work
gloves, It is therefore ironic that in the subsequent Section 408 action, the Com-
mission members appeared in agreement that cotton work gloves were being
adversely affected by rising imports but, nonetheless, they could not agree that
snch adverse Impact or injury could be specifically traced to rising imports from
the People’s Republic of China.

Spirelling import growth based on price competition already threatens cotton
work glove ftndustry

In recent years the most striking feature of the cotton work glove market has
been the steady penetration of imports at the expense of domestic output. The
fact is that domestic output has been unable to maintain even is proportionate
share of total market growth, As the data given In the attached table show there
has been at best stagnation for domestic output while imports have continued to
capture a greater share of the market, Taking the two categories of cotton work
gloves combined (woven and knit), total imports between 1970 and 1977 fncreased
291 percent by quantity while domestic shipments decreased by 12.4 percent. In
this period, the overall import penetration rate almost quintupled,

The data for 1978 show imports of both woven and knit work gloves are con.
tinuing thefr relentless penetration of the U.S. market at the expense of domestic
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output. Total woven and knit cotton work glove imports amounted to over 4.2
million dozen pairs in the first half of 1978, compared to 3.1 million dozen pairs
in the same period of 1977. With domestic output showing a much slower growth
rate, fmports as a percent of domestic shipments rose to over 41 percent in the
first half of 1978 compared to less than 34 percent in the corresponding 1977
period. As a share of the total market, imports in the first half of 1978 accounted
for over 29 percent, running well ahead of the level for the first half of 1977.

The competition from imports at the expense of domestic output is not a re-
sponse to quality or durability but primarily is due to price competition, which
has moved increasingly against domestic manufacturers because the work glove
industry is heavily labor-intensive. This places the United States manufacturer
at a decided disadvantage in competition with other foreign low-wage produc-
tion, particularly countries in the Far East.

In the United States, Bureau of Census data show labor costs to be about 30
percent of the final cost of production, while raw material costs (i.e., cotton)
aceount for about 55 percent of total industry shipments. The significance of
heavy labor-intensiveness is that domestle cotton work glove production costs
are svbstantially above foreign production costs in the major supplying countries.
These are overwhelming the developing countries where wage rates are main-
tained at exceedingly low levels.

The wide disparity between U.S. and foreign wage rates has been substantiated
by a study of the Office of Productivity and Technology of the Bureau of Labor
Statistics. The study compared total hourly compensation of apparel production
workers in the major exporting countries. According to the study, U.S. produc-
tion workers m the apparel industry, taking into account all fringe benefits, had
average hvoarly earnings of $4.38 in 1977, but by comparison, production workers
in comparable industries in Korea earned $.38-41; in Taiwan, $.55-.57; and
in Hong Kong, $.94-.98.

In this connection, and particularly alarming to the domestic cotton work
glove industry, has been the recent emergence as a heavy supplier to the United
States market of the People's Republic of China. In just a few years time this
country has come up from zero to take 2nd place, after Hong Kong, as the leading
foreign cotton work glove supplier. For such a centrally planned economy, pro-
-duction costs have absolutely no bearing in final export selling prices.

U.S. policy in tariff cut offer is inconsistent with U.S. policy to support MFA

I have already eluded to the fact that the two categories of cotton work gloves,
(TSUSA 704.4010 and 704.4510) are encompassed within the restraint categories
specified in the U.S. textile import program.

Such import ceilings are a help in preventing excessive import surges from
controlled suppliers—but not from an uncontrolled supplier such as the People's
Republic of China. The MFA and the bilaterals thus are an inadequate import
relief mechanism. On the other hand, but for the existence of the restraint cate-
gories in the MFA and the bilateral agreements, import impact in the domestic
cotton work glove industry doubtless would be far more serious.

It is therefore illogical and Inconsistent for the U.S. Government ¢o accord a
measure of import relief to cotton work glove manufacturers through the MFA
and bilateral agreement mechanism and then to have that relief vitiated by cut-
ting the tariffs on such products. Furthermore it must be noted that while the
MFA has a four-year limitation, tariff cuts have indefinite duration.

The U.S. textile import program which 1s based on the provisions o” Section
204 of the Agricultural Act of 1958 as amended aims at the orderly ma: <eting of
textiles and apparel. The 18 bilateral agreements that have been negotiated under
the MFA by the U.S.—aside from their being negotiated under a different
statutory authority—are no less orderly marketing agreements than those that
have been negotiated pursuant to the “escape clause” of the Trade Act of 1974.

It is significant that cotton work gloves, as an apparel item, is accorded
statutory exclusion (Section 504(c) of the Trade Act) with respect to the grant-
ing of zero duty treatment to developing nations under the Generalized System
of Preferences. By such statutory exclusion, Congress explicitly recognized the
lmpgrttsensitivity of cotton work gloves along with other textiles and apparel
products,

For these reasons the Work Glove Manufacturers Assoclation strongly sup-
ports S. 2020 and other bills fdentical to it which would amend Section 127(b)
of the Trade Act of 1974 by including import rellef pursuant to Section 204 of
the Agricultural Act of 1956 as a basis for automatic exclusion from tariff cuts
in the current round of trade negotiations. Such action is absolutely essential
in order to prevent the demise of this small but strategle industry.
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Cotton work gloves are manufactured for a specific purpose, namely to pro-
vide basie hand protection or product protection in industrial, commercial, or
domestic activity. In a real sense, cotton work gloves are a vital ingredient of
the U.S. industrial process and continuing access to supplies of cotton work
gloves are therefore essential to the national economy. It follows therefore that
a healthy domestic cotton work glove industry is directly in the national interest.,

Survival of cotton work glove industry 18 at stake at MTN's

Due directly to the impact of low wage/cost imports, there has been steady
and continuous attrition of firms and workers in this industry. The 1967 Census
of Manufactures showed this industry to comprise 174 establishments, 110 of
which had 20 or more employees. Today, there are only 50-60 firms left employing
about 8,000 persons.

Though a relatively small industrial activity by comparison with other U.S,
industries, the manufacture of cotton work gloves takes on added significance
by virtue of several distinguishing characteristics:

It is an industry heavily labor-intensive and the bulk of its workers are
women or of ethnic minority group origin. The average age of workers is rel-
atively high. -

Manufacturing is heavily concentrated in southern and midwestern state
and the jobs created in rural areas are factors of considerable local economic
significance.

Closing of a plant weans in effect permanent unemployment for the displaced
individuals. They are simply not people who cap transfer to other industries,
because of age, geography or other factors,

The economic outleok for our firms and workers is already bleak by virtue
of import price competition, I.et us not further worsen that outlook by giving
foreign suppliers an even greater competitive advantage in our market by virtue
of MTN tariff cuts. The current tariff of 25 percent ad valorem provides some
help to our manufacturers in competing against foreign supply. Reducing this
Dbeneflt means the demise of firms and of jobs in this industry. The survival of
our industry is at stake in enactment of legislation like 8. 2820 which would
enable avtomatic exelusion from tariff cuts in the current round of trade nego-
tiations for a product like cotton work gloves.

Let me say in closing that I believe in the benefits of expanding world trade to
stimulate economie growth, But this must be a shared and reciprocal endeavor,
not one Yashioned to stimulate growth in one country at the expense of another.
The United States is relatively unique as one of the few remaining open markets
in the world. Reducing tariffs for a product like cotton work gloves would have
the effect of funneling still a greater volume of trade to this open market.

For products that are labor-intensive and come heavily from developing coun-
tries where producers and exporters benefit from extremely low wages and low
production costs that are often enhanced by outright subsidies from foreign gov-
ernments, the United States market i{s as much a magnet as is pollen to a bee. In
the absence of measures to safeguard domestic industry against such unfair
import competition, there can be only one outcome; plant shutdowns, job losses,
:and the eventual demise of the domestic industry.

We urge the adoption of S. 2920.



DOMESTIC SHIPMENTS AND IMPORTS OF COTTON WORK GLOVES

911

[in 1,000 dozen pairs}
Woven (TSUSA 704.4010) Knit (TSUSA 704.4510) Total woven and knit

Imports as Imports as Imports as

. percent of  Imports as percentof  Imports as percent of

Domestic domestic  a percent Domestic Domestic domestic  a percent Domestic domestic

Year shipments Imports  shipments of total  shipments imports  shipments of total  shipments Imports  shipments
) 7 13,082 1,421 10.9 8.8 9,158 195 2.1 2.1 22,240 1,616 7.3 6.8
1971__ 13,049 , 035 7.9 7.3 9, 101 192 21 2.1 22,150 L7 5.5 5.2
1972__ , 883 1,249 9.0 8.3 9, 650 233 2.4 2.4 23,533 1,482 6.3 5.9
1973_. 14, 008 1, 690 12.1 10.8 10,874 802 7.4 6.9 24,883 2,492 10.1 9.1
1974__ 13,490 2,742 20.3 16.9 1,09% 1,189 10.7 9.7 24,586 3,931 16.0 7.0
1975, . 10, 003 1,672 16.7 14.3 8,473 837 9.9 9.0 18,476 2,503 13.6 120
1976._ 10, 548 3,114 2.5 2.8 8 441 1, 845 2.9 17.9 3, 989 4,959 26.2 20.7
1977 .. 19,794 3,437 35.1 26.0 19,694 2, 2.8 22.6 119, 488 6, 325 32.5 2.5
1977 sjanuary-lune), 14,815 1,673 .7 25.8 14,405 1,428 32.4 2.5 19,220 3,101 33.6 25.2
1978 (January-June). _____ 15,130 2,533 49.4 3.1 15,117 1,689 33.0 2.8 110,247 4,222 4.2 2.2

t Based on WGMA survey of d ic producers rep ting approximately 60 pct of domestic Source: U.S. Department of Commerce data.

shipments and adjusted to reflect the nahonal total,
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STATEMENT OF GEORGE VARGISH, PRESIDENT, NATIONAL KNITTED OUTERWEAB
ABBOCIATION

I am George Vargish and I submit this statement as President of the National
Knitted Outerwear Association, an organization which represents approximately
625 manufacturers of sweaters, knitted shirts, swimwear and other knitted ap-
parel, located in 37 states of the Union, all striving to preserve jobs for some
80,000 men and women who depend upon this industry for their livelihood. In
addition, our Assoclation has over 400 associate members {n the various supply
trades which supply our industry and which employ 40,000,

These jobs and the future of these firms are in jeopardy because of increasing
imports and I, therefore, thank you for the opportunity of presenting this testi-
mony in support of the speedy enactment of 8, 2920. '

The Trade Act now provides that where an industry is found by the United-
States International Trade Commission to have suffered or to be threatened
by serious Injury as a result of imports and the President decides that a remedy
should be applied, he may invoke four types of relief. Among them he may
negotiate orderly marketing agreements with exporting countries limiting their
sbipments into our market; and where he does so the articles affected are by
statute automatically exempt from the Tokyo Round.

Textiles and Apparel have long been recognized as requiring such special
treatment and have for years, therefore, been the subject of orderly trade agree-
ments., The necessity for developing such controls on international trade in ap-
parel and textiles has been acknowledged by the Congress under .Section 204
of the Agricultural Adjustment Act as amended, and by its continyous interest.
in the textile import control program, by the GATT by the major trading na-
tions of the world as far back as 1961, and by successlve administrations both
Republican and Democratic since then To withhold exemption from apparel
and textiles which by our own and foreign governments have for so long. been
regarded as requiring orderly marketing agreements while allowing such exemp-
tion to cases approved by the U.S. International Trade Commission and the
President is both illogical and inequitable. :

It is a strange anomaly that any industry which is newly found to require.
orderly marketing agreements under the more limited procedures of the Trade
Act is excluded from tariff cutting negotiations, while the textile and apparel
industry whose need for such alleviatory measures rests on a much broader con-
sensus of governmental and international authorities and of more extensive and
repeated reapprovals is denied this same exemption. It is that anomaly which
this Bill seeks to correct.

The facts surround the penetration by imports of our apparel and textile
markets support the enactment of S. 2920.

The knitwear industry even under existing tariff rates is highly vulnerable
to imports. Foreign sweaters in all fibers and of all types account for more than
half our domestic consumption. Last year they reached a level of more than
three times what they were in 1966. In that same period domestic production
dcclined by 25%. Also in excess of 509 was the import penetration of our market
for knitted shirts for women, girls and infants. Other classifications of knitwear
are rising and are similarly threatened.

It is obvious that no tariff cuts are needed for the further encouragement of
imports. This industry has borne far more than its fair share of the import
burden. What we desperately need is bilateral agreements that will better assure
the survival of this industry and its jobs.

Last year imports of knltted outerwear in all fibers amounted to 286 million
pounds net weight. This quantity exceeds the total number of pounds of yarns
reported by the Bureau of the Census to be consumed by the domestic industry
in the production of comparable garments.

Recently the U.S, Treasury in a preliminary determination found that seven
countries are subsidizing significantly their exports of textiles and apparel to
the United States.

If tariffs on knitted outerwear were to be cut the effect would be to encourage
imports of competitive knitwear from Europe whose shipments to the United
States have thus far been moderate compared to the heavy influx that originate
in the low wage countries of East Asla. The danger is, moreover, that in the
case of European suppliers the prospects of negotiating any bhilateral restraining
agreements such as those with countries of EKast Asia are for political reasons
s0 remote as to be altogether nil.
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Another disturbing factor now emerges. The Peoples Republic of Ching is
beginning to import quantities of Acrylic staple from Japan, In 1975 they im-
ported 8.3 million pounds. In 1976 22.4 million pounds and in 1977 32.9 million
pounds with 5.1 million in December alone of that year,

Shipments of sweaters from the Peoples Republic of China show the following
growth pattern:

1975—5,602 Dozen.

1976—562,031 Dozen.

1977—128,604 Dozen.

The first quarter of 1978& the Peoples Republic of China shipped 24,998 dozen or
a 229% increase over the same period in 1977. The excessive and destructive
growth of shipments of our products were all accomplished despite the fact that
2:1; eé’:loples Republic of China did not enjoy the most favored nation tariff

e.

Updated statistics as released by the U.S. Department of Commerce Bureau of
the Census indicate that total imports for the first five months of 1978 are 28¢%
adbove the corresponding level of last year. Any reduction of existing duty rates
will accellerate the shipment of Textile/Apparel to the United States not only
from countries with whom we have bilateral agreements but also those with
whom no agreements have been concluded. On the basis of the above accellerated
increase on imports the announced position of our Government to offer a 25.5
cut in tariffs on Textiles and Apparel will hasten the destruction of the Knitted
Quterwear Industry.

The U.S. Bureau of the Census has released the U.S. Balance of Textile trade
deficit for 1977 and the total was $3,078,000,000, As indicated in the past, we
employ less than 109 of the total labor force involved in the Textile/Apparel
Industry yet we had to absorb $1,503,000,000 of this total or about 509% of the
total teatile trade deficit for 1971, ‘

- Removal of apparel and textiles from Multilateral Trade Negotiations would
help prevent the further deterioration of our trade deficit that tariff cuts in
this area could otherwise induce,

Tariff cuts can only serve to aggravate our textile and apparel trade deficit.
They would, however, bring little benefit to the consumer as had been previously
and repeatedly demonstrated. The lower the acquisition prices of imports to
American retailers the higher is the markup they enjoy in their selling price
to the American consumer.

In view of the serious decline in the number of establishments and reduction
in the labor force of the Knitted Outerwear Industry, it is our position that our
Government should adopt the policies developed by the EEC to insure the
viability of the domestic knitting industry. We have had occasion to examine
the EEC bilateral negotiated with Hong Kong, South Korea and Taiwan for the
United Kingdom and the indications are that sweater quotes for 1978 total
2,977,000 dozen or 21% less than the 1977 shipments. Compare this with the
results of the bilaterals negotiated by the U.S. with the above countries and
we discover that the reduction for our industry for 1978 is less than 4% from
the above countries. The EEC’s attitude is to preserve industry and jobs not to
export them. '

These are some of the reasons why the employers of the Knitted Outerwear
Industry and the more than 120,000 employees whose jobs depend on the in-
dustry's survival want to see favorable action taken as soon as possible on the
Bill here under study. We consider prompt action essential.



